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AJU.!Y LOANS TO CHINA 

Present : General Clay 
General Carter 
l:r . Adler 
.l.ir . Vincent 
u.r . Luthringer 
Mrs. Klot z 

Bretton \Vooda, N. H. 
July l G, 1944 
10 :00 a.m. 

rl .M.JR: I have read your arguments . Has the 
General seen that? 

MR . ADLER: Yes . 

H. lf. . JR: It is very good. I wondered if this 
procedure would be agreeable to you? If General Clay 
would be willing to state the case to the Chinese, 
because it is your money, what the Anny is willing to 
do, and I take it you would do it on the seventy-five 
million dollar basis? 

GENERAL CLAY : Yes, sir. 

H.M. JR: And I mean you have come here to make 
this proposal, and I was thinkin~ about it. In the 
!'ir st place , I might miss something, and then--well 
it is stil l t he Armf's money, so to speak . 

GENERAL CLAY: All right , sir . 

GENERAL CARTER: I think it is a good i dea . 

MR. VINCEtlT: Yea. 

MR. ADLER: Yea . 

1 .,... 
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H. ·: . JR: If you would be willing, in that short, 
concise manner that you have , just tell Dr . Kung--do 
you know who is coming? 

I.:R. VINCENT : You have both Vi ce Ministers and 
maybe some other people . 

H.l:. JR : Now has anybod;r had a second thOUi;ht on 
anything that you would like to tell me? Would you 
like t o change it after sleeping on this? 

GENERAL CARTER: I have a thought that we need 
your help ver;r much to br ing thi s t·o a settlement, 
and we hope we can do it promptly. 

H. M. JR : Well, I am go ing to t ell--after you have 
stated the case and they begin to argue, I am going to 
say , "Look, gentlemen, while we don 1 t want to be dis­
courteous , and so on and so forth , we have wars on t wo 
f r onts, and I have taken two days of these very important 
gentlemen' s time from their regular work. They are here, 
they are concentrating on this thing and we have got to 
reach a settlement today. " 

GENERAL CARTEl{ : That 1 s fine . 

GE!mRAL CLAY : Yes, sir. 

H.~. JR : And if Dr. Kung says he has got to send the 
cable , I will pull the one t ha t some of our people pulled 
on him and say, 11 \\'llo are you going to address it to , H. H. 
Kung?" (Laughter) 

l.m. VINCENT : That ' s all r ight . Do that . 

Suppose he brings up, Ur. Secretary, the matter of 
Reserve Lend-Lease? 1Nho is going to carry the ball on 
that? 
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H.M. JR : Well , I thought that General Clay would 
make an all- inclusive statement that he wants food and 
housing. 

GENERAL CLAY: Yes , sir. 

H.M. JR: Under Reserve Lend Lease and he needs from 
two to three billion yuan, that he-- is that all right 
with State? 

JJR. VI NCENT: Yes, I am just trying to anticipate 
Kung on that. I don' t think we should budge one bit 
f rom the cash settlement . It shouldn 't go any hivher 
than General Clay. He is giving hi:nself a little leeway 
there . 

H.M. JR.: '1\venty- five million l eeway. 

MR. VINCENT: For the future , too . Are you going to 
give yourself any leeway on that , or be prepared to go from 
twenty to twenty-five? Your estimate now is twenty. 

GEtiERAL CLAY: '.Ve would rest it now at twenty for 
July, August and September and have a re- evalua tion of 
our estimate at that time . 

MR. VINCE}fT: And putting food and whatnot into 
R~ver.se Lend Lease . I was just trying to estimate 
whether we wanted to say flatly that no fur ther considera­
tion of Reverse Lend Lease--if he said, "Well, we would 
accept the cash business, " but he wanted to put a larger 
amount into Reverse Lend Lea se , in what he considered the 
exigencies of the situation, would be considered Reverse 
Lend Lease . He wasn ' t getting enough, so he wanted to 
put in more than--

H.M. JR : No , I look at it as one package, and in 
reading Alder' s memorandum, it was very helpful. After 
all, they have had this Lend-Lease thing before them for 
two years, haven' t they? . 
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A:R. ADLER: Since July, 1942, \Vhen the question 
was first raised. 

H.i:. JR: Tl'lo years and the;r only brought it up 
again in early 1944. I read your memorandum, the 
whole thing, thi s morning at seven o' clock. · So we 
can say, "Hell, you have been fooling around with 
this thin~ for two years now." I don' t know whether--say 
to fish or out bait or what t hey do i n China . 

!LR . VINCH'IT: Did it fall through in 1943, in the 
s.;>ring and s..unmer of 1943. on their account or ours? 

ll~. ADLER: On their account . They didn' t talk 
up. 

MR. VINCF:'fT: I wasn 1 t quite sure . 

H.M. JR : Have you seen Alder ' s memorandum? 

MR. VINCEIT: Yes, a t a quarter of eight . Not as 
early as you. 

GENERAL CART~1: You think that the Doctor is likely 
to raise any 9uestion about the United States currency 
ue are using ln China regularly? 

MR. VINCENT: No, I don't think 
it would get very far if they did . 
comment to make on it . 

so. I don' t think 
He might have a 

H.U.JR: I don' t understand that reference . 

GENERAL CARTER: 7/e pay our personnel with American 
currency in China in considerable amounts up to date, 
the t otal of it- -

H.M. JR : How much? 

MR. VIN N I t i s not simply an Ar~ thing, because 
we are paying State Department , FEA and everything el se 
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now in that currency. All Government personnel get 
their salary in United States dollars now out there . 

H.Y. JR: I didn' t get your reference that FEA 
was buying something, New York price in gold. 

· MR. ADLER : They are actually paying in gold 
according to the agreement, physical gold. 

H.M. JR : Is that good or bad? 

MR. ADLER: It is good. If we had to pay at 
the official rate, the sum would be tremendous. 

H.M. JR: I thought it was good, too . 

UR. VINCEffT: Kuo is Vice llinister of Finance . 
Y. C. Koo is Head of the Farmers Bank and has been 
Acting Vice Minister of Finance for years because 
Kuo has been in London, for I don't know how many 
years . T. L. Soong is the brother of T. V. Soong. 
The next one has been on the Stabilization Board as 
Secretary, and so on. Pei, T. Y. Pei, was Head of t he 
Bank of China in Chungking. 

H.Y. JR: 1fuen you go out, give me a little memorandum 
giving just a line and give a copy to Mrs . Dickinson, 
so when she i s here, she will know by ·looking arou.nd, and 
i f you would sit next to Wrs. Dickinson you could tell 
her who these Chinese are and she will get it . But ~hen 
they come i n at eleven, if you would just give me a lit tle 
memorandum, Wr . So-and-So of the Farmers Bank , and so on. 

GENERAL CLAY : There is one other thing that Dr . Kung 
may raise . Mr . Adler would know more about this than I 
woul d. He may raise again the question of using United 
States currency to purchase in the market to keep the 
black market stable. 

'MR. ADLER : We took him up on that again. 
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GENERAL CARTER: But he wanted five million, do 
you remember, at one time? 

GENERAL CLAY : If it does come up, as I understand 
it, 1-re have no objection to 11orking mth him on the 
utilization of United States f unds for that pur pose, do 
we'Z 

MR. ADLER: None at all, except he may say, "Well, 
)Ve cannot reuch an agreement on the official rat e , why 
not sell gol d?" The answer is we wouldn' t get enough. 

ll. t: . JR: This twenty million dollars' worth of gold 
which has gone--

I.!R. ADLER : I think it is a little under t~ent.y. 

GEN~'RAL CLAY: Twenty in United States currency. 

H. M. JR: How much gold? 

l.!R. ADLER : Ten tons was sent out once and I think 
a further shipment after. But actually they have sold 
very little gold. 

H. tl . JR : Could you look up, between nolf and eleven, 
the amount? 

MR. ADLER: I t hink so . 

H. M. JR: Did you get this thing that came f rom t he 
'lree.sury--that little boo.k? 

MR. ADLER : Here it is . 

~.M. JR : Now this gold which we are shippinz , whose 
money is that'? 

Lrrt. ADLER: They pay us f rom the l oan, f rom the 
half billion dollar loan. 

6 
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H.M. JR: That comes out of the half billion? 
GE1!l::RAL CLAY: In addition to that, we sent twenty million Uni t ed State s currency o~t there to be used to control t he blackmarket but none of it has been used. 
GENERAL CARTErt : None of i t has been turned over to them. It is still in India . 

H. M. JR: In whose hands? 

MR. ADLER : Five million in China . 
UR. VINCEH' : But not used. Five million is in your hands, no matter where i t is . And it was sent out at the Chinese Government ' s request, not any of ours. The Chinese Government wanted it but never used it. 

H.M.JR: Is that also on the half billion dollar loan? 
GENERAL CLAY: No, this would have applied to the remaining amount of money that we owed them. We would have paid ·them on the spot. 

H.M. JR: But you have roughly twenty million United States currency somewhere in India? 
GENERAL CARTER : That ' s right . 
H.M. JR: Adler, you have half an hour . Could you make sure how much and how much goldY 

MR. ADLER : Yes . I know five million i s in China and fifteen million is in India of United States currency. 
H.l.!. JR: Gentlemen, the thing I am going to follow now, I take it it is agreeable to the Ar~ and agreeable to State - we are going to be very tough with them, very political, very courteous, but tough • . Is that all right? 

7 
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MR. VINCENT: Yes , sir . 

J.!R. LUTHRINGER : I guess it 
think the political situation is 
the thing to do? 

is all right . You 
such that that is 

YR. VINCENi': I am n. ot up here 'o'lith any instructions 
from Mr . Hull in my ~ocket~ but I am just back from China 
and I am perfectly Wllling to do--

H.M. JR : Are you in the F:lr Eastern Section? 

.MR. LUTH!UNGr:R: No, I am i n the Financial Division. 
Mr. Vincent is on the political side. 

MR. ADLER : There is one other question, sir . The 
ChLnese ar~ going to weep bitter tears over the quota . 
They may bring that up . 

H.M. JR: I had Fr ench tears last ni ght . They made 
a perfectly wild statement there yesterday, the Chinese, 
about seven hundred million. Nobody ever talked to them 
about a seven hundred million quota, did they? 

UR. LUTHRINGER: I don' t think so. Six I think was 
mentioned at one time . 

H.M. JR: Of all the quotas, the f i ve fifty is the 
most difficult to expl ain, and we did that for the 
magnificent fight they made for the last seven years! 
Are any Chinese t r oops fighting except those under 
Genera! Stilwell? . 

GEtfFJU.L CLAY: I t hink that the ones in Yunan Province 
are putting up a little fight. They have a considerable 
number of American officers down there with them. 

J.I.R . VINCENT : The ones in Yunan have staged this 
temporary come - back . Chenault said they were going t o 
let them go through. They will carry through that 
magnetic business . They are organized and can harry 
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supply lines. I don't know your last report on Hung Yang. 

GENERAL CLAY : The Japs move forward in the summer 
and early spring and they move back when t hey have destroyed 
the harvests, and the Chinese have won a great victory 
when the Japs move back. 

H.M.JR : And the rest of the Chinese ~ is there 
standing guard against the so-called Communists. 

YR. VINCENT: Yes, sir, the Communist Army up there-­
not the whole rest of it, but one of the best-organized 
groups is that group of four hundred thousand men. 

GENERAL CLAY : It is Chiang' s biggest al'IDY and the 
best-equipped ar~. 

H.M.JR: Is that the so- called Communi st Ar~? 

MR. ADLER: '/latching the Communists . 

H.M.JR: How big are they? 

GENERAL CLAY: It has been estimated he has from 
f.our to five hundred thousand soldiers up there of the 
very-best. 

L!R. ADLER: The estimates of the Chinese vary. The 
c~mm,niats in their last offer to the Generalissimo, said 
they were wi lling to out their armies down to one hundred 
and sixty thousand, sixteen divisions. They claimed they 
had twenty- five divisions . 

H.M. JR: Now, are we all right? Anybody want to 
make any suggestions? 

GENERAL CLAY : No, sir . 

H.K. JR: I am going to have a wonderful time with 
the Chinese. 

: 
Regraded Unclassified



0 

BANK - ldiSSU. 

Present: Mr. ~olcott 
Mr . Luxford 
Jt!r . Vinson 
Mr. 1'\hi te 
Mrs . Klotz 

Bretton Woods, N.H. 
July 16, 1944 
10:30 a .m. 

llr. Stepanov 
lAr . Chechulin 
Mr . Arut iunian 

H .~. JR: Will you expl ai n to Ur. Stepanov t hat I 
have two American Generals here who have come up on a 
matter in connection with China, and I have told t hem I 
would aee t hem at eleven o'clock? 

Mr . Vinson is my Deputy vhairman and when we are 
through - if we don' t get through, M~ Vinson will be 
glad to go to your room. 

(Mr. Stepanov) 
INTERPkBTER: Mr. Stepanov didn't want to take much 

of your t ime, sir. Yesterday be discussed t his question 
with Dr. White . 

for 
and 

He wants to thank you and to express hie admi ration 
the way the proposals which bad been diacuaaed here 
promised for decision, were conducted and approved. 

H.l4.JR: The credit gou to Dr. White . 

Wi\, .AURTIUNHN: .And Mr. Luxford. 

MR. VI N;)()N: And 1.1r. ::iecretary. 

H.M. JR: And don 't for~et the wonderful speech 
Mr. Vinson made! (Laughter) 
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(Mr. Stepanov) 
INTERPRETER: Well, unless that speech was made , it 

would be rather difficult for Dr. ~hite t o settle the 
quotas . 

Dr . ~hite is an excellent Chairman and presided in a 
wonderful way. 

R. M.JR: I am glad 1!r . Stepanov i s pleased with the 
way the meeting was conducted. 

(Mr. Stepanov) 
INTERPRETER: Mr . Stepan ov appreciates and .understands 

your Amer ica.n way of doing business . 

11 

There are some points concerning the Bank that 
Mr. Stevanov mentioned yesterday to Dr . White . l~ . Stepanov 
would l1ke to bring them to your attention and secure your 
approval . 

H.M. JR: On the Bank? 

(~{r . Stepanov) 
INTERPRETEa: Yes . Here is t he question concerning 

.the postponement of part of payment of the subscr iption 
to the Bank capital - gold subscription - but i t is not 
a question of allowance, but just postponement. 

The second quest ion concerns the places where gold 
is to be held - deposits . 

The third is the fixat ion of condi t ions under whi ch 
the loans are to be given to the countries occupied by 
the eneJUY. But t hat is kind of a program, t her e; no con­
crete provis ions, just a general statement. 

And the quest ion concerning the subscripti on to the 
Bank. 

H.M. JR: I really think, for me to begin to discuss 
t his - I can ' t do it in fi ve minutes. This gentleman 
would ~e glad to go to your. office - and Kr . Luxford. 
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These things are so important that I don ' t want to 
work with Ur. Stepanov watcning JJcy" watch! 

(Mr . ::itepa:,ov) 
INTERPRETER: Mr. Stepanov says it is satisfactory , 

because he knows f rom experience that all t he gent l emen 
here presently know they can refer to you all the matters 
which are discussed in such a way, and that they are very 
easily solved !ater. 

bill. VINSON: Certainly. There wi ll be no disa{;ree­
ment . (Laughter) 

(!!r. Stepanov) 
INTERPUETER: That is the t hought of Mr. Stepanov. 

And another thing Mr . ~tepanov v.ould like to discuss 
wi th you gentlemen is what woul d be the logical ending 
of the Conference, the papers , and so forth - how to 
arrange the conclusions. 

12 
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Bretton woods, 
July 16, 194. 
11:15 a.m. 

FINANCIAL SFI'TLFMINT WITH CHINA 

Present: Gener al Clay 
General C&rter 
Mr. Lutbringer 
Ur. Adler 
Mr. Vincent 
Mrs. Klotz 
Dr. Kung 

Mr. Kuo 
Mr. Koo 
Mr. Soong 
Mr. Chi 
Mr. Pel 

N.H. 

H.N.JR: Dr. Kung, you spoke to me the other day 
about h0¥1 you would pr oceed t o t ake up this matter in 
regard to your government ' s and our government ' s finan­
cial a rrangement as far as t he Army went, and I think 
ths President felt that possibly we, as Ministers of 
Finance , could handle i t well, and both State Department 
and the Army reel the s8Jlle v:ay. 

So I thought - I took these tv1o very busy gentlemen 
away from Washington for two days and they ere here, but , 
unfortunately, they have to go back tonight , since they 
have so many responsibilities. 

I think the simplest way , i f it ~~uld be agreeable 
to you , would be to ask General Clay to state what we 
have in mind since, after all , it is largely a military 
matter , and in the final analysis they are going to 
h~ve to pay for it. 

So I think , General Clay , if you would proceed- ­

GENERAL CLAY: Mr. Secretary , Gentlemen - as you 
know, we 1n the Army are now wi nding up a fiscal year 
as of June 30, and we are most anxious to get our accounts 
1n shape for the pest fiscal year , and in that connection 
we are particularly anxious to clear up our Chinese ex­
penditur es so that we can make our end- of-the-year f iscal 
r eports to the Treasury and to Congress . 

As we see the picture, we have s responsibility tor 
the f i nanciD15 ot the ~rk that was undertaken 1n China 
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for the new airports and the instaJ.lations at the airport 
which, as of June 30 , had utilized approximately twelve 
billion yuan. VIe are not speaking of the rood and lodg­
ing which we would prefer t or you. to continue to give u.s , 
as you. have, or under Reverse Lend Lease; we are speaking 
ot the twelve billion expenditure on the airports and 
installations. 

we have to date made you. one payment on account 
thereof, of twenty-five million dollars . The President 
had stated tha t our expenditures would approximate t wenty­
five million dollars a month, and that was based on an 
approximation of ~nat the same work would cost here in 
the u. S . 

We would like to propose a final settlement of 
those accounts, again exclusive of the food and lodging, 

14 

as of June 30 , by an additional immediate lump sum pay­
ment of seventy-five million dollars . We would like to 
continue to pay for the goods and services for the 
operati on and maintenance and such additional construction 
as may be necessary on those airports. And we estimate 
that in July, August , and September - the present month and 
the next t wo months - our expenditures on this account 
would run approximately t wenty million dollars a month. 

We would like to give you that estimate or these 
three months of twent y million a month , asking you , in 
tum, to give us the goods and services, or yuan, with 
another final. settlement or those three months to be 
effected immediately after Sept8:11ber 30, and a new esti­
mate made at that time of the expendLtures for the next 
thr ee months . 

That is t he proposal which we would like to place 
befor e you today. I think , Mr. Secretar y , that sums up 
our proposal . 

. 
H.M. JR: General Clay has the advantage. He says a 

lot in a very few words . 

DR. KUNG: Well, Mr. Secretary , General Clay, and 
gentlemen - the f irst thing I wish to say is that we 
regret very much, we are ashamed of ourselves , we have 
to ask for a payment or settlement for the money you 
have spent in China. This is a COQIIllon war . Everybody 
should contribute his share to the best of his ability. 
You are fighting our war; we are fighting your war. We 
are sacrificing lives. A lite cannot be compensated tor 
1n a monetary sense. 
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The object of this war 18 not onl.y to cnsh the 
lapanese - and Japan , if I may say eo , is your l!ll_,. 
Number One. If I u.nderstand the sentiment of the Aaeri­
can people right , the American people want the defeat 
ot Japan at any cost. You bave spent large sums ot 
money, and you have spent a great deal of money in the 
South Sea Islands . 

If I remember right , I think Secretary llorgenthau 
contributed in the fifth campaign for the sale ot bonds -
be gave a figure of how much it cost America to Just gain 
an island . It cost six billion dollars , and in the 
second place it cost seven billion and a halt. And you 
have given a lot or money to Europe , not onl.y in money -
your ships , your sacrifices - in order to send in goods, 
food , and a11 sorts or stutt to Europe. 

As tar as China is concerned , you know bow much 
you have spent there. And today , after seven years 
of war, unquestionably China is suffering. Gentlemen , 
it you could see the picture ot ~hat China has suffered 
I am sure it \',ould touch your heart. Today we are out 
orr from the rest of the world. What we have accumu­
lated has been spent . In spite of that we are trying 
our best to wi~ the war in order to defeat the common 
enemy. 

I am not tryi ng to praise the Chinese virtue or boast 
in any way, but I think perhaps it is up to me to give 
you a picture of the conditions in China. I think they 
are making a tremendous sacrifice. Your boys JP, doing 
what they can to help the Chinese do t .he Job - even before 
you Joined the war , there were plenty or American young 
men who volunteered in the AVG, trying to help C)lina. 

Now, we appreciate your people's sympathy; we 
appreciate your government ' s assistance. Kr. Korgenthau 
has done his best, not only to assist us in a financial 
way, he has done i t 1n many ways - Secretary Hull, 
Mr. Stimson , you know - and all you gent1emen - you 
people have risked your l1 vee in order to achieve the 
corliLJlon object we have in view. 

For that reason , therefore, I say we are ashamed to 
talk of the money you spent in China, that you have to 
reimburse us. We wish we were in the position to just 
say to our American f riends, "Forget about it - anything 
you need, anything you want, anythlng we oan glve - you 
just ask." But unfortunately ws are not in that posltlon • 

we ba~~ ~fa~~~:ryTK~u~ti~t!&&uis1i~~ttA~n~~ie~h1Yf 
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we are going to win t he war - not only that , but to win 
the peace, it is necessary China must be strong. It is 
to the advantage of the world , to .America herself, to 
have a neighbor after the war who could cooperate with 
.America for the safety, security, trade , and commerce 
Of the world, to build a safer, a happier, a better 
world. You will need somebody in the F~r East , and 
that place , I think we all agree , is China. 

We appreciate the loans you made to China; we 
appreciate the assistance you give to China; in fact , 
during the Cairo Conference your President , who is a 
tar-sighted statesman, was worried over the inflati on 
situati on, wanted to do something to help China, and 
hie scheme was very generous. 

Now, even I myself, thought he could not carry it 
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out . But anyway , .1 t has been time end again assured me 
that America will want to do her share , America will want 
to help China. That is not only the ~ish ot your President, 
it is the wish of Mr. Uorgenthau, Yr. Hull, Mr. Stimson, 
and General Marshall and Admiral King - Arnold, and the 
rest of you , who want the same thing . , 

Now, the question is - the prices are high in 
Obina; therefore the buying povrer of your currency ie 
not the trouble, b~t we are at war , and China baa had 
seven years of it . We are out ott from the rest of the 
world. Before the war China was a country whose balance 
of international. trade was against her because abe bad 
to import more than abe could export. With the indus­
tries located at the China coast, which has been taken 
by the Japanese, our enemy , naturally d~and exceeded 
supply - we could not import anything because we are 
blockaded . The lack of goods brought the prices higher 
end higher. 

That is why tbis time I came I appeued before Mr. 
Morgenthau, and talked to Mr. Hull, also appealed to the 
President to give us sotnetbi ng by which we oBit bring some 
of the consumers • goods into China, hoping by suob action 
it will help to stabilize the prices end keep them down • . 
Tbat was negotiated . Also the President baa given us 
sympathetic assurances be would do it , but it was referred 
to the gentl~en wbo are in cbarge. Just when and bow 
many of those tbinga can be alldoated to us, we are not 
quite sure , but we hope it w~ll be done. 

Now we are in a Conference. The main purpose ot 
this Con.terenoe is tbe stabilization of currencies. 
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Por what? Because after the war we wa»t a peaceful 
trade. America is a country ot commerce and industr y. 
You naturally want to sell your goods . If you WIIJlt to 
sell your goods to the rest of the world , you can' t 
sell to a country where they are manufacturing such 
goods themselves; you can' t sell because they want to 
sell their manufactured goods themselves . 

-ell, China aesns t o be a logical place because 
under this national government we are trying to raise 
the standard ot living ot the people . American peopl e 
are interested in the development or China because you 
can get certain resources, raw materials , from China, 
and because there is a potential market 1n China. 

Now, tor every dollar we issue, the Central Bank: 
baa certain obligations. The notes are not issued by 
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the government. Formerly the banks bad the privilege -
the government gives them the privilege to issue the 
notes, but the Chinese Government did not want inflation -
didn ' t want people to issue money tor nothing. There­
fore we haven't changed the law yet; it was made long 
before the war. Any bank tba t en joys the privilege of 
issuing must have sixty percent ot the cash in reserve. 
The sixty percent cash is their gold , silver , or 1'oreign 
exchange; forty percent is secu.rities . That could be 
government bonds . 

The last time I was in this country I sold some 
silver to the Americaa Government . At that time the 
Central ~anll:' s reserve against issue - t hat is to say, 
cash reserve, was above t he legal minimum. 

H.M.JR: Excuse me 3ust one moment--

DR . KUNG: Wr. Pei is General Mllnll&er of' the Bank 
ot China, but t heir issue was above that required by 
law - over sixty percent . You people 1n this country 
say that we have a large foreign exchange reserve -
foreign curr ency . That is t rue, but this reserve we 
have against our issue - oh, you cannot compare it - , 
you cannot !peak ot it. 

Now, you cannot Jus t keep on issuing paper currency 
Without the pr oper reserve . I saw one or the letters 
circulated by your silver Senators. This paper said 
that in Europe and in the Far East , countries Just 
issue paper money, and it is goi ng to be a big problaa • 
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It it is to the interest or the v.orld , and especially 
ot America , to have a strong Chine, wblcb I take tor granted 
that is the general wish - not only the American Govern­
ment ' s , but. the people - it you want a country after 
the war which could trade v.~th you, then you must have a 
country whlch i s not bankrupt. we are on the verge or 
bankruptcy. Every dollar you spend in China , we issue 
that dollar , beside the large projects we bad to taos, is 
a dollar toward inflation. 

Unless you desire to help Cbina to combat the infla­
tion - for you vdll have f urther inflation - with the fin­
ancial and economic and military resistance to Japan, in 
the future, all will be weakened. 

You speak about l a rge imports to y~ur men in China. 
I don • t know whether you gentlemen realize how much it 
costs Chlna - last month it cost China three hundred 
million dollars , alone, to teed your Army. Last year -
in t he ~~nter of last year - it cost us something about 
ninety dollars to feed an American soldier a day. 

We in Chlna are vegetable eaters. The poor people 
don ' t have much meet to eat , but of qourse, your boys 
must have roast beef and must have eggs tor breakfast , 
and so forth. In England, I understand, you have to make 
application beforehand . You may be allowed an egg or 

two a month. But in China your boys need six eggs a 
day, and now it is out down to four eggs . But you eat 
a pound of beef a day. In Kunming alone we are keeping 
cows and oxen to supply you twelve thousand pounds , or 
catties - that is one- fourth larger than a pound--Is it 
catties or pounds, Adlert 

MR. ADLER: Catties. 

DR. KUNG: We are supplying you twelve thousand 
oatties ot beet alone every day. Now, China is not 
like Amerlca, because in this country you raise animals 
tor the purpose or meat; in China we don't do that . 
In order to supply the meat, we are feeding our oxen, used 
tor farming purposes. I had a protest tram the Governor 
of YIIDil, he had protes18 from the Provincial Assembly, 
sayiqg tbet the cows and oxen were killed at ~ucb a rate 
t hat very soon there v.ouldn' t be any animals lett to 
help the farmers farm their land. we went out trom 
yUnnan to the next province, The Governor ot Kweicbow 
around the first or April, wired me - be bad issued orders 
prohibiting exporting cows out or hls province. 
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Today, Just before I lett, General Hwang who ~· 
in charge of feeding your troops asked me - actually, 
to keep up the same kind ot food and give it to your 
soldiers - and many times your representatives there, 
cd your Q.eneral, have said that you are willing to take 
care ot that. But when they looked into the situation -
w,hat they had to buy - well, it was costing so much - I 
know it was then costing something like eighty-tour dol­
lars. You figure it out at the rate ot twenty Chinese 
dollars to the American dollar - it costs us over four 
dollars to feed a soldier in China - whereas, here it 
costs you only sixty-tour cents, or something like that. 

So, well, your Army was in difficulty - we realize 
that. So we said, "Well, the American boys come here 
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as our guests, our comrades - we are fighting the same 
battle. We know they are used to good t oilin their homes, 
therefore we will give them something similar to that, 
regardless of what the cost may be." 

. But your President has said, time and again, that 
America will pay for everything - doesn ' t want to burden 
China; in tact , America wants to help China. 

Now, I think your requirement for the last month 
was on~ billion five hundred million, for the last month. 
Since I got here I received a wire from the Manager of 
the Central Bank reporting to me - asking one billion 
five hundred million Chinese dollars to be placed to their 
account, because they needed that for this mon~. And 
you know in China, of course, we have a budget and the 
budget must go through. Owing to this war, its routine 
and regulations take a long time. In fact, we set up 
the budget after July lat. China has adopted a democra­
tic system. And the system is complicated. 

We cannot therefore say there is no budget. I took 
the responsibility, when there was some budget from the 
Treasur¥ of my government - the Chinese Government must 
take oars ot - they made the budget for that. It ia 
a military budget. But aside from that - aa the Gover­
nor ot the Central Bank, I simply made a loan. It 
I went through the budget it would take a long t ime. 
American credit is good; therefore I tol d the Central 
Bank American credit is good and you will Just make a 
loan - an advancement to the American Army. I took too 
much responsibility upon my shoulders • 
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Now, the bank enjoys the privilege of issuing, 
yet the bank i s governed by the law. They must have a 
certain reserve. When the time comes to set our rate in 
the future , anyone can purchase American dollars . We 
have no r i ght , we have no reason, according to law, we 
cannot do it . And if that happens, what little foreign 
reserve we may have will go away so quick, and then we 
are left a bunch of paper in China which has nothing 
to back it. 

How can you then expect China ~o build a strong and 
prosperous nation to cooperate with you, to trade with 
you, or to buy your goodf!i Now, that is the difficulty -
the dilemma. I just make this statement because we 
want people to know of this, but in America we regard 
America as a friend .. , as a comrade. We a.re in this war 
and fighting shoulder to shoulder against a common 
enem.y, not only hoping to win the war, but we are 
hoping to vlin the peace. After the war we want to co­
operate. 

As I said from the beginning , I feel ashamed that 
I have to talk to you about money matters . The desire 
of the Generalissimo, and I kno\'1 of the Chinese people, 
if we could do it we would just tell you to forget about 
that, that we will finance everything . 

. 
But , gentlemen , we are in this war to pool our 

resources tor a common ob jective. It is more fortunate , 
I rejoice with you, because America is the stronger. It 
is in a position to help the weak; that is why America 
now becomes the leader of the world, and, I hope , the 
arsenal of the worl~ - not only the arsenal of the world, 
but you are the leader to reestablish economic life after 
this war, so you will lead the worl d into prosperity, 
and. a world of peace and security. 

If you think that Chins is any assistance to you , if 
you think, in the future , China could cooperate with you, 
could assist you in any way , then now is the time that 
you should try to help Chins a little bit to put her on 
her feet. China will never forget any help that is given 
to her . Although during the times when we were in trouble, 
es Mr. Morgenthau can tell you, there was a surplus on 
your pert , we took , end we ere paying cash for it. You 
were doing it throughout the wer. We met the schedule; we 
have not defaulted ; we have not delayed a single day in 
our payments • 
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President Roosevelt made an announcement, you would 
give us a hundred million dollars as a loan - fifty 
million of this wa1 taken tor the Stabilization Fund. 
There was also a wood-oil loan. Secretary Morgenthau 
can tell you, we have returned the money, every cent of 
it, and the loans were made backed by a five-year credit. 
Yle paid it back in two and a half years. We supply you 
with some of the important metals for your war. rt costs 
us today twice as much in Chins for the government to 
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buy those metals and sell them to you at fifty percent of 
"the price. I don • t want to give you "the idea we ere boast­
ing here, but I think "these are some of the facts, and 
you should lroow. I"t is not because we are not willing -
as long as we are able, we will do it. The only thing 
I ask you is, don•t try to help China "to increase infla­
tion . That is the only "thing I want to ask you. 

As to how that is going to be done, I "think you 
gentlemen have more experience - wiser than we are - be­
cause I come to America , I see you giving to Europe 
everywhere , I still see low prices and "the possibility 
of enjoyment in this country. Tha t is something we want 
to l earn from you. I t' you can find some ways and means 
to help China in this crisis, you can lower our prices . 
We are willing to contribute anything - everything; you 
don ' t have to pay us a cent . Of course, some people say , 
"Why don 't you change your rate?" 

The inflation in China , the high prices in China 
are part ly caused by inflation because the Chinese 
national dollar bas decr eased in power. I t we are willing 
to decrease that further - t he buying power of the Chinese 
national dollar - we will s ay the high prices of com- . 
modities will increase our budget - that will make our 
life impossible. I t' China' s economic strength is broken 
dov~, then there is no use to t alk about resistance, 
cooperation, with you in the f uture. 

Now, perhaps I have generalized too much, but I 
think that is the picture . I think some of this you 
know already. But anyway, my government sends me here 
and I t hink I must represent the government ' s course . I 
am here not to bargain with you; I am here to tell you 
China is wi lling to do everything, but I want you to 
take into consideration our di fficulties and our useful­
ness to you after the war. 

That is all I have to say • 
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B.M.JR: Well, Dr. KW14S , I was naturally Tery auoh impreseed wit.b your very magnificent statement, and the sincerity of it , and the very complete picture wbi oh you haTe given U8 or the situation in China. 

I think I can speak tor the American Government wben I say that we all have the deepest admiration tor t he very wonderful fight that China bas waged during the past seven years. We realize that you have done much 
to bold t he situation in the ll'ar East while we were getting ready. 

I am not going to attampt t o answer some of the questions which you ~aised about the internal situation or China, because I feel you know those much better than I do. We here are not attempting t o try to eolwChina' s post-war problams . 

After all, we are simply here to come to an agree­ment on the military expenditures which have been made 
1n China during the year 1944, and up to the first ot 
July. I t hink that t .he American Government has given concrete proof over not only the l ast seven years, but 
tor many , many years that we are the friend ot China; we look on Cb~a as our friend. We feel that we cer­
tainly have ae much need tor China as a friend when the war is oTer as Cb.ina may have of the United States as a friend . 

After all, we must live through exchange or .gooda 
arul exchange of work ot your people and our pe~. but that is something which we can' t solve here, but I feel that will have to go on the American record ot concrete demonstration of friendship for China, that that friend­ship will not atop after the armistice; i f anything , it will become increasingly great. But we have a very diff icult problem. 

In a smal.l way I had scmetbing to do with getting those first hundred planes to China under Ueneral 
Chenault , and we have tried desperately , where we are fighting a war on twenty trants , to bring tobear in China as auch military strength as we could, at the same time keeping in mind all t he other tronta which we had to tlght on. 

And it is a cauae of great concern to us , as I 
~ow it is to you, tbat you have no approach from the aea, that those have all been closed, and tberenz& the 
goods wbicb we hATe here we have no way or getting 
through the noraal channels - through ships , by sea -and therefore the only way lett aft er bavlng had the Burma Road cloeed, is over the so- oalled Hump, or by air. 
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As you know very well, I think the Generalissimo 
baa bean in oomplete aooord wth us that the maximua 
amount of goode whioh will be t!~wn 1n should be tor the 
American Air Foroe, and that has been the polioy , as I 
understand, up to very reoently; that the maximum wauld 
be flown in. Therefore t here bas been very little 
opportunitr t o fly 1n any merohandiee for consumption 
of c1v1li&Ra, with the result that there is a great 
shortage of goode, and your money- as 1n many other 
countries under similar conditions - the value has be­
come less and lees, due to no fault of your government , 
or your very f ine administration ot the Chinese Treasury, 
but due to the taot that the goods have not been obtain­
able from the outside world. 

We, at all times, have strained every effort and 
have constantly increased the number of planes maae 
available t o China to fly 1n these goods. As you know, 
I believe I am correct, that 1n connection with the 
B-29' s, I think they flew i n their supplies - and that 
was outside of the supplies which were flown in regularly. 

We now, with your tine help and your troops and 
ours working together - I believe we now cantrol three 
hundred miles, don ' t we, ot the road in North Burma? 

G!:lERAL CLAY: That is right. 

H.M. lR: It we are fortunate enough to meet with 
continued aucoese, there is hope ot opening tbat road , 
and once that r oad is opened, I can assure you American 
supplies will flow freely o·nr t hat road as they did 
when the Burma 2oad was opened , end when we used to send · 
the supplies to you through Indo China - and faster than 
Mr. T.L . Soong could move them. Is that right? Even 
though he had a very fine transportation system. But 
we put them on the dock in Indo Chi.na faster than you 
could transport them. Is that rig!:&? 

MR. SOONG: Yes . 

H. k .lR: So onoe the roads are opened, I oan assure 
you it is the wish of the Amerioan Government to again 
give you the suppl ies as fast or taster than you can 
transport them. 

Now we are faced with a situation - you who have 
received an education here in America realize our fora 
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ot Government - that we have a Conaress who, on the whole, baa been very sy-.patbetic. But it the conaresa realized the price that the American A~ bad to pay tor some of the articles, it would be extremely difficult tor these gentlemen whose responsibility it is, to explain it. 

Now, there is a very good explanation; as you said, you have to take your beasts of burQen, ~nich are both beet and also used tor transportaUon purposes,and you slaughter them. And they are very expensive . But when you get down to the individual articles that the troops have had to use and to buy - and some ot the people who are untriendl.y to this Administration lmew tbe coat ot the individual articles - these gentlemen wouldn't be looking as cool and com1'ortable as t hey do now when they appeared before those Committees . They would have a very difficult t ime. 

And therefore, in the interest of what we oan do in the future, so that we will not 1D any way jeopardize the friendly interests of the Congress towards whet this Ad!al.nistration is doina, we fel.t it was bet ter to approach thiS matter With a lump sum settlement . After all, the 
A~ oan demand t hat before Congress; they oan explain it . They oen say, "Well, we arrived at this f igure and this is a lump sum," and they dca ' t have to go down and explain each egg or each pound of W.ef which was bought , or what the price was. This is a lump sum settlement which was arrived at - and having, I hope, made a l.uap sum settl.ament with you up to the first ot July, we can then go on l'or another three months and there will be no critioi .. of what the Ar.y has ~e. no critloiem of China for what these individual articles have cost, 

I feel that the militai)'eftort which General. Stilwel.l IUld General. Chenaul.t and the other people a.re doing 1D cooperation with your people can continue. 

Now, up t o now, the sympathy of the American people towa.rda China bas been al.JIIOet universal, and they are oonsoious of the very tine fight and the great eaoritioe that your people have made . But if we have t o get do­to a question of rates tor individual articles, and have to explain it, item by item, I am very muob worried that we might find people are unf riendly, that they might oritioi.Jse us, and what is muob worse, ourtai.l us 1D our effort, and Jeoparclize, not only the imaediate military problem that we have on band with you, but jeopardize future commitments that we want to make Just as soon as any avenu .. by air or by sea, are open, so that we oan 
get goode into China. 
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' After all, in the fi.nal 8DA1.lyeie, the only thing 
that is going to help you on your inflation problem is 
to get you goode. Now that, Dr. KUJ18, I know is veey 
briefly how we feel. 

It either General Clay or General Carter would 
care to add eomethi.ng, I wish they would do so. 

GENERAL Cl.AY: I doubt t here is anythi.ng I can add 
to the statement you just made, Mr. Secretary. I think 
it sums up our situati.on. 

MR. VINCENT: Would you repeat what you said abvut 
the food, General Clay, and the eervicee or that kind 
rendered, which were outside of this? 

GENERAL CLAY: Our proposal -.e for the airport con­
struction and di.d not involve the queeti.on of payment 
tor the food and lodgi.ng either in the past or in the 
future; and the prefer ence on our part is that we would 
continue to receive those as you have given than to us 
i.n the past, or that you might deei.re to put those ex­
penditures over on Reverse Lend Lease. 

DR. KONG: You have not signed the Reverse Lend 
Lease agreement yet. That agreement was proposed by 
your State Department . Finally we agreed to it. We 
sent it back and said all right, we would agree to your 
proposal, but up to the present you hate not ei.gned 
that. 

B. Y: . JR: Mr. Vincent, do you want to answer that? 

MR. VINCENT: Mr. Luthringer may know what was done 
on Reverse Lend Lease. 

B.M.JR: Do you mi.nd? 

MR. LUTHRINGER: I am not up on it, Mr. Secretary. 

B.M.JR: Then you had better not. Are you, u:r .Acller? 

MR. ADLER: I 8.111 fairly taailiar with it, sir . I 
understand the question ot ReYerae Lend Leaae waa firat 
raised in 1g42, and we were anxi.oua to reach an agreement 
through 1g43; then Dr . Kung took the question up in 1g44 
and from what I gathered and from what the Ambassador 
told me, we were interested in an agreement which would 
have provisions tor concrete implementation. There was a 
master agreement, and--
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DR. KUNG: It you don ' t mind my speaking the truth, 
Mr. Secretary, I am straightforward in my dealings with 
everybody , especially vn th my friends - this Reverse 
Lend Lease agreement was proposed by your State Department -
I think it was Mr . Dean Acheson who banded it to Mr. Soong 
sometime late last year. Thi s was referred back to 
China and the Generalissimo asked my advice. I examined 
that and there seemed to be a phrase or so a bout the 
expenditures of the American troops. Well , I saw that 
was too general . Therefore I said perhaps you wouldn ' t 
say it was Ameri can troops "in China,'\ because there are 
American troops in India; if you Just said "American 
troops" - we don • t know what i s our responsibi lity. So 
with that minor change, I referred it back to the Military 
and Foreign Affairs . Mr . Soong said he thought it was 
best not to r aise that question , just confirm what the 
American proposal was and accept it. 

After that n 1s decided it went to the Executive 
YUan and, unfortunately, Dr. Tsiang Tingtu, the head of it, 
was preparing to l eave t or thi s country. He put it in his 
drawer - didn ' t send it back to the Ministry of Foreign 
Affairs. Then l ater t he question came up about the 
Reverse Lend Lease because I was trying to give some 
money , but any money I gave I must charge to a certain 
account. Well , I snw that money spent for. American Army 
purpos~s should be entered in the Reverse Lend Leaee 
column. And they said that Lend Lease has not been 
signed. And our Foreign Affairs Mini ster said be had 
not recei ved instructions from the bead. I said that 
the instructions were given. 

Then we f ound out the document was in the drawer, lett 
by the one who came to this country. So we took that out 
and sent it to Yilllll:dap>u and he sent it to the State Depart­
ment. By that time the exchange value of the American dolla.r -
there was a rumor the American Government was negotiating 
with the Chinese Government to change that rate to one 
hundred dollars and somebody in the market thought this 
was a good time because the American dollar· was cheaper. 
Everybody tried to buy American dollars and they raised 
the value of the American dollar. And your Embassy saw 
the American dollars - and black market bas risen recently 
in prices - and the Reverse Lend Lease - there was one 
sentence in it saying that the American expenditures in 
China ~ere to be paid by American dollars according to 
the otticial rate, except those contributed by the Chinese 
Government . Well, the rate was twenty dollars, 
and if you signed that you ere bound to accept 
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the twenty dollar rate. I think that is t he reason wh:y 
it 'lollS not sighed . 

GENERAL CLAY: Mr. Secretary, I might suggest that 
tr0111 our point ot view and the J..rmy , as tar as the food 
and lodging is concerned, and since t here is no Re~erse 
Lend Lease agreement, and in order that we olose t hat 
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out as of June 39 , and as tar as our own Army expendi­
tures are oanoerned, we would be prepared , in the i nterest 
ot an over- all lump settlement as of June 30 , to increase 
our otfe.ring of seventy-five million to ninety million 
t o oover :rood and lodging , wil>hout any attempt to estab­
lish an exchange rate , and make that aaditonal lump swa 
settlement and olean out the whole obliae.tion , letting 
what may happen with respect to Reverse Lend Lease, as 
tar as the Army is ccmoerned, be trCIIl July one, on. Then 
we wou.ld have completely oloaed out the last tis cal year, 
and it would enable us to cl ose out our accounts . 

DR. KUNG: That is very generous o:r you, General Clay. 
May I ask one question? I think you said you paid this 
year, I think, twenty-five million dollars tor the ~ebruary 
account . 

GEN"ERAL CLAY: That is right . 

DR. KONG: Since t hen you have paid nothing - March, 
April, May, June - t hat l s tour months, ~sn•t it? 

GENERAL CLAY: There is a question--

DR. KONG: And according to the rate you propose to 
give a lump sum, twenty-five million dollars~ moncn; 
that is a hundred million, isn' t it? 

GENERAL CLAY: Thera is a question as to whether that 
ti.rst month was as ot Marob or February. 

DR. KONG: You paid twenty-tive million dollars in 
March ; toat w~s tor the account of February. 

H.M.JR: Excuse 1ue a minute--

GENERAL CLAY: As we would sum it up, with t he 
twenty-five million that we nave paid , and cleaning out 
the Wbole thing as ot June 30, would amount to one hun­
dred and fift een million dollars . We woula like to 
pay that 1n a ~ump sum ana o1ose out the oo1igat1on as 
or June ~. and start ott on a new basis as ot July one. 
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DR. KONG: General Clay, there is another question. 
B. U. JR: Exouee me . men Wi.th me just to step leave these people here? 

Could I just ask these gentle­in the other room a minute and You ~·t mind? 
DR. KUNG: Just one word I want to aek. You say about twenty-five million. That is tor your Army ex­penditure. You have not included the expense tor build­ing the airports, which is outside of this . 
GENERAL CLAY: Th&:t is including the advances tor the airports. 

DR. KUNG: No, I t hink we have advanced money to this amount to you outside of the oos~ of the airports , and it was promised by your President tbat you would take oars o1' t hat. 

GENERAL CLAY: This is based on a settlement of your own figures that you have given us , of twel ve point three billion ,uan, for air ports, r oads , and so forth, and one point nine billion ,uan, for food and lodging as of June 30 . 

DR. KUNG: Rave you got the figure? 
GENERAL CLAY: That is a total of fourteen bil lion two hundred million,~. 

DR . KUNG: I just wanted to clear that point. My understanding was ehat up to that time, your expenditure tor your Army wa.s costing twenty-five million dollars each month. You credit the twenty- five million dollars in New York to the Central ,Bank and we give you the equivalent in Chinese currency according to the official rate to your Army in China. And then the question of coming out tor building ~be airport, which cost some more extra money - and the telegrams and letters written by President Roosevelt to the Gener alissimo was that would be paid by the American Government~ 
Before you wanted us to build the airport it -was costing you then twenty and twenty-five million dollars eaoh month t o maintain your Army. Therefore the coat of the building of the airports is not included in this . 
GENERAL CLAY: No, that isn' t the way we see it, Dr . Kung. 
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DR. KONG: Well, we bad t he figures . 

GDJERAL OLAY: In that commitment we stated that 
our expenditures in China, including construction, would 
aggregate , we belieTed, an approxiwate amount ot twenty­
f iTs million dollars per month, and in the absence of 
any agreement as to rate, we stated that we would deposit 
'twenty- fiTS million dollars to your accoun~ in the 
United ~tates and you would make awailable to us the 
requisite ·tunds in Caina for the airport construction 
and tor our other Army expenditures, each without preJu­
dice to t he f i nal settlement , each being t he payment on 
account by the other government . I belieTe that was t he 
condition under which the deposits were made . 

DR. KONG: I t hink t here is some mistake •omewhere, 
because you were spending twenty-five million dollars 
each month before the thought ot the a.irports came up . 

B.I4.1R: I don't know of anything - Dr. Kung r efers 
to a cable from the President, Let's get t hat straight . 
What did the President say? 

MR. ADLER: The last two paragraphs (hands document 
to the Secretary). 

H.W.JR: In regard to airports--

DR. KONG: I saw some telegrams between the General­
issimo and President Roosevelt. 

MR. ADLER: The message from the President to the 
Generalissimo was based on~ the understanding tha t our 
expenditures in China during the next tew months would 
be somewhere in the neighborhood of twenty-five million 
u .s . dollars each month, and t hat was all- inclusive - it 
included construction costs and all other expenditures. 

DR. KUNG: Wi l l you please read the whole sentence? 

B.W. JR: (Reading) "I should l ike to suggest that 
an arrangement such as Gener al Stilwel.l and Ambassador 
Gauss are authorized to propose be adopted tentati Tely 
on tlle understandiJl8 that our Al"IIIY expenditures i n China 
during the next few months cen be expected to be some­
where in the neighborhood ot twenty-five million u.s. 
doDaPs each month . Furthermore, since you aay that your 
government is not in a position to continue any direct 

' 
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maintenance ot American troops in Chins , this Government , 
i n order to cover all ot its military expenditures i n 
China, i ncluding such maintenance as well as construction , 
ts prepar ed to place to your account u.s. dollars equiva­
lent ot any Chinese funds m.ade 81/'ailable under general 
arrangements that will be suggested by General Stilwell 
and the Ambassador ." 

Now, t hose general arrangements were based on this 
twenty-five mil lion dollars. 

DR. KUNG: They built the a i rports separately. 

H. M. JR: Well , we will have to ditter with you, 
Dr. Kung. 

DR. KUNG: I think ~e have a document to prove to 
you that it was the understanding - because building an 
airport costs how much? 

UR. KOO: The Chinese Treasury advanced , up to 
the end of Way, seven point slx nine million , and the 
Central Bank advanced for cons truction up to the end 
of Nay , f i ve point nine six billion. 

DR. KUNG: This is a special item of how muoh i t 
cost to build an airport . 

G»IERAL CLAY: That is the figure we carried - twelve 
billion three hundred million. 

. H.K.JR: We have the same figures. But the cable 
which went from the President to General Chiang Kai-shek 
which is there , i s the only record we have and that 
record was just read to you, that it was all-1nolus1ve 
tor all work under General Stilwell , including the air­
tlalds. 

But if I could jus t ask these gentlemen associated 
~~th me just to step out one minute - may I please? I 
will leave the battleground for you . 

(Short i ntermission) 

Gl!NERAL CLAY: We are getting back to the question 
ot the number ot months tor v.bioh the colllllli t meot was 
made. Actually, the Generalissimo• s cablegr am on which 
the President' s reply was based r efer r ed to expenditures . 

30 

Regraded Unclassified



- 19 -

after March one, and that is why we were operatiug on 
the four-month baaia - the tour-mont h theory. Also, it 
was our underatan<l1Q8 and baaia that the twenty-fh•e 
million included the construction 8D4 food and lodgin,. 
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However, we were perfectl y willing to go on the 
four-month basis of twenty-five million, which wo~d add 
up to a total of a hundred million , and to add the fift een 
million to avoid any m1sun4eratandlng with respect to 
whether or not it did include the question of food and 

, lodging, which was t he r eason f or our raising our otter 
from the seventy-five to ninet y million, over and a bove 
the twenty-five that baa been paid. 

DR. KONG: I think I would prefer to still enter­
tain American troops in China as our guests . Bow much 
it coats doesn ' t make any difference . We are perfectly 
Willing to do that it you agree, but you agreed to pay 
twenty-five million dol l ars each month - the twenty-
five million dollars you were spending before the ques­
tion of building t he airports oame up. You actually 
were spending twenty-five million dollars , but because 
of the rising prices it looked as though you would have 
to spend much more than twenty-five million dollars . 
Therefore you said, "All right, we will limit our expendi­
tures in China to the amount of twenty- five million 
dollars ,"which you were spending before that. But it 1e 
self-evident that building an airport which coat twelve 
billion dollars, or something Xike that, W\S outside 
of this because you have been spending twenty-five 
million dollars up to March, and the building of the air­
port oame later; besi des which, the construction and labor 
and so forth and so on - yet the money required - you 
actually spent more than twelve billion dollars. 

So you include t hat, you say, in the twenty- five 
million dollars . That is really a mistake. 

H.M.JR: Now, let me just understand. I take it 
that the question of paying tor the food and lodging of 
our troops in China, you want to assume that obligation. 
Is that righ~ 1 

DR. KUNG: Yes. 

B.M. lR: So that ia put to one s ide. 
separa te troa what we are diacuaaing here. 
to do that attar the first of July? 

DR. KUNG: Yea, we Will do that . 

That is 
And you want 
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H.M.JR: Well , t hat is very, very generous , and may 
I say thank you . 

Now, Adler, do you mind giving us whet the expenses 
were, say , tor July ltoJanuary 1 , 1943? 

MR. ADLER: Approximately a bund.red million dollars . 

H.M.JR: For six months? 

MR. ADLER: Yes, approximately . I have the actual 
table here . 

H.M . JR: Do you have it, General Cart er? 

GENERAL CARTER : Yes. 

(Mr . Adler bands the Secretary tabl e ot figures) 

MR. ADLER: This is the total from October, 1941, 
to January , 1944. This is in u. s . Dollars , the total 
is one hundred and thirty- seven million , of which by far 
the larger portion was incurred from August , 1943. The 
Chengtu airfield was started in January • 

H. M. JR: We are going to give you something to eat 
at one o ' clock. 

DR. KUNG: All right , I am not hungry. 

H.M.JR: I am watching the clock because, as you 
know, i t is very dif ficult do~ustairs to come up here 
again. 

MR. ADLER : Over eighty percent of the expendi'tures 
were incurred from August , 1943, to January, 1944. 

GENERAL CLAY: Our total expenditure for the f iscal 
year • 43 was t wenty- three million. It was climbing from 
practically nothing at the beginning of the year to five 
million a month at the end of the year - fiscal year; 
end the fiscal year 1944 our expenditures ill China 
averaged about eleven million dol lars a month. 

MR. ADLER: Of course , the last five months we 
didn•t advance any money. 

GENERAL CARTER: The last month was t wenty-seven 
million , and the month before that , twenty-three • 
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Gl!NERAL CLAY: Now, of course , a good many of these 
expenditures are not wiped out under this arrangement , 
anyway. 

Gl!NERAL CARTER: That is right. Those are our 
dollars , and a good many of those expenditures are not 
wiped out. 

GENERAL CLAY: Mr . Secretary, in the War Department 
we don't want to be unjust to Dr. Kung - in the position 
of bargaining. . In the interest of quick and prompt 
settlement, particularly in view of Dr . Kung ' s offer 
with respect to the continuance of the food and lodging 
proposal , we •:,·ould be very glad to offer an additional 
hundred million dollars to the twenty-five that has been 
paid , or a total of one hundred and twenty-five million 
for a full settlement of the obligations other than food 
and lodging up to the 30th of June , and then go on the 
basis that we e~plained. 

H . .M.JR: You will have to say it again. I don ' t 
get your proposal. 

GFNERAL CLAY: we would be very glad to make our 
additional payment to the Chinese Government for the yuan 
advanced and for the construction and operati on and main­
tenance of installations which they have given us, cover­
ing the period from February to June ~t the twenty-five 
million rate, making a total payment of one. hundred and 
twenty-five million dollars, or a hundred million more 
than we have paid, cleaning the slate as of June 30 -
not intended to cover the food and lodging given to us 
by the Chinese Government which they are willing to 
continue. 

It . ~ould be extremely helpful to us in ou~ settle­
ment of accounts if we could reach that understanding 
with Dr . Kung. In fact, we would l ike to go back to 
Wa• hington and pay it before you take away our balances 
for last year's appropriation t It is very important . 

H.M.JR: Anything left over , you see, we take back 
into the Treasury. 

You were addressing yourself to Dr . Kung, 
weren't you? 

DR. KUNG: Well , that is a very generous offer, 
Gener al Clay, t o increase it to a hundred million dollars, 
was it? 
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Gl!N!RAL CLAY: That woulCl IIUUte a total ot one hundred 
and twenty-five million, ot whioh twenty-five million 
baa been paid. 

DR. KUNG: I t hink we are not quite satistied~t 
the airport beoauae all the time while this war is going 
on, ot oourse, always there i s Some construction, some 
building, and so forth and so on. If my memory serves 
me right, you were spending last year, bet ore January, 
eaoh month, something like twenty or twenty- five million 
u.s . dollars in China. That is oredil»d to the aooount 
here in New York and the Central Bank gave you Chinese 
national dollars aooording to the otfioial rates . You 
were spending as muoh as that. 

Then there i s no question about the Chengtu airport -
what I rater to now as the Cheng1uairport . Before that 
you were building some in Knnm1ng, and here and t here. 
But the Chengtu airport was an entirely different thing, 
beoause you wanted to bui ld an airport t o use t he B-29 ' s 
to bomb Japan. We were tol d t he American Government 
would pay tor that. 

Now, in oonstruotion ot the airfield they ~ ent a 
lot more money than what appears in tbe paper beoause 
we oansoripted nearly halt a million people. We fed 
the~ And p~ople ' s hous es were torn down,an4 we had to 
build r oads , we had to buy land , and all that has been 
paid by the Chinese Government . It is all what we con­
sider the Amerioan part ot expendturea f or building this 
airti&a, tha t was requested by your Army ' s orders. 

You want that much money advanoed, t o be settled 
later on. Now it you are going to ino•de t hat with 
everything - well, there it is. 

H.M.J R: May I say something? Two things JIUW"Ipoi.Clt 
o~ to you, bo~h of whioh I am sure that you recognize? 
One, the airfields are yours when the war is over; they 
a.re there and sboulCl belong to the Chinese Government . 
That is number one. I mean these Chengtu airfiel<la That 
is right , isn' t it? There are no strings? 

MR . VINS<III: There have bee no strings tied to 
them. 

H.~ .JR: I am talking oorreotly? All right . 
might take me out and shoot me, you ltnow. I am a 
ner1Due 1118lll (LaugHer) · 

They 
very 

The other thing is, unfortunately, we have no 
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record other than the telegram from the President to the 
Generalissimo, whioh you can read yourself, in whioh 
is described what this would be, and we ·are of the hon­
est opinion that that was all-inclusive. 

DR. KUNG: Mr. Secretary, I think that during the 
Cairo Conference they did talk about it. 

H.M.JR: I will also be honest. I have asked to 
find out what they said there. There is no written 
memorandum - I don' t know whether the Generalissimo 
wrote anything down, out Mr . Roosevelt didn't. I have 
asked him, because the whole question oame up about the 
loan, and all that. I have asked him a couple of times. 
There is nothing written - he made no notes. 

DR. KUNG: He Just said something to the General­
issimo because he came back and told. me- he said, "I 
advanced this money; President Roosevelt agreed to pay 
tor that . " 

B.M. JR: But then this cable we read came after 
the Cairo Conference. 

GENERAL CLAY: May I say t o the Doctor - and I think 
this is important from our viewpoint - 1n arriving at 
the over-all figure, we realized t hat it was impossible 
to do so on the basis of any exchange rate; that it was 
impossible to get t hat kind of a comparison of costs. 
So we developed in an approximate way what these various 
improvements would have cost us here 1n the u.s. as a 
basis tor determining what we should pay. It would cost 
us approximately ten million dollars 1n this country to 
build one of the Ohengtu airports, and we have used that 
figure 1n arriving at the over-all figure as to what 
would be a reasonably fair and comparable basis of' sett~e­
ment . 

In that way we are not establishing an exchange 
rate and we have not tried to evaluate t his on an ex­
lhange rate. We have tried to reach an approximate 
total which it would have cost us to have don~ the same 
thing in the U.s. . A.nd that was the only f'air and 
reasonable basis 1n whioh we could get an over-all 
approximation of what our obligation was. 

H.M.JR : Th.at is the grwup of airfields he is talk­
ing about? 

DR. KUNG: One airfield. 
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Gl!NBRAL CLAY: About ten million dollars. 

DR. KUNG: .ror nine it would be ninety miJ.J.ion? 

UINEHAL CLAY: Eaon or tho a i rport cons~ruo~iona 
involved over there, the aver age value would be about 
that, yea. 

DR. KUNU: Well , General Clay, you know the prices 
differ, and you can never take one country' s a~ar~ 
and apply it to another country. Before the war, labor 
in China only cost you, say, ten cents ot your money. 
Now we pay twenty cents. In this country you pay twelve 
dollars tor a carpenter who builds houses. It we are 
going to apply a standard of one country to anotber 
country, I don • t think you can work that way anywhere. 

H.U.JR: I agree with you. iligllt I suggest now, 
Dr. Kung, so that the food will taste good, that we 
adjourn now? We will go downstairs and have a little 
l unch. Then, if it is agreeable to you, we will come 
up again. Is that all right? Do you want to go to 
your room f irst? 

DR. KUNG: Yes , I think I will go to my room f irst. 

H.M. JR: 
aren' t they? 

These gentlemen are going to join us, 
They have bean invited. 

(The meeting adjourns tor luncheon) 

(American Delegation reconvenes at 2:15 p.m.) 

H.M. JR: General Clay , let me just ask you this 
question. It bothers me a little bit . This argument 
about including or excluding the ~ig airfield - i s it 
perfectly definite in your mind that this is all­
inclusive? 

GENERAL CLAY: Yes , sir. 
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H. M. JR : May I Just be the devil ' s advocate a minute, 
because the figures, or course, do show twenty-three million 
tor December, before we started the airfield, and then after 
we started the airfield , things di dn ' t run up very much 
more rapidly. 

Gl!NERAL CLAY: These expenditures of ours that ran 
up so highly resulted troa our having to go in and con­
tract tor a great deal of this construction work that 
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the Chinese had promised to do for us, and having to con­
tract for them at twenty to one. So while our expendi­
t ures did run up to twenty-three million aollara, a very 
substantial part of tbat was in paying for the construc­
t ion work Which up to that time the Chinese had agreed 
to do , and paying for it at the artificial twenty to one rate. 

GENERAL CARTER: And only about a million dollars 
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of that monthly expenditure - leas than a million dollars -
applied to pay or troops. 

GENERAL CLAY: Putting it another way, we have 
ao• ually performed by contract w1tk the Am.rioaa Govern­
ment a good deal of the work on the Chengtu airports . 
Subsequent to March first we paid for those contracts w~h 
the money advanced to us by the Chinese ; prior to that 
t ime we paid for it in Cb.inese funds purchased at twenty 
to one. 

Glltll!!RAL CARTER: Vihen tbe black market rate was 
running aroun4 a hundred to one. 

H.M. JR: Let me put it another way. I just want to 
get this clear . I am afraid be is going to throw back 
at you the fact that you said nine airports and they cost 
ten million dollars apiece in this country . 

G!NERAL CLAY: That is all right , sir. The only 
thillg we are under obligations to pay the Chinese, alii 
the f igure we are agreed t o pay , i s approximately twelve 
bi llion yuan , which was their own estimate of the cost 
to tham, plus the funds advanced t o us for the construc­
t ion of the Chtmgtu airports and the road syst•. 

Of course, the food and lodging was evaluated at 
two billion dollars , and the remaini ng Chinese claim of 
four million, four, was for t hose airports t hat were 
constructed in other parts of China, and largely prior 
t o the u.s . Army moving in. We nave never agreed to pay 
tor those, and the only agreement on the part ot the u.s. Army was to pay for the expenditu.res after the f i rst of 
February, and all of our expenditures s1c.oe that date 
have been on the Chen~u airports and the roads. 

G!N:!lUL CART:m: lb:cept lor pay of troops. 

GENERAL CLAY: Yea , wnioh is a very small part • 
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R.M.JR: I think that is a good point. So your 
feeling is that a hundred million dollars in addition to 
the twenty-five--

Gl!NERAL CLAY: Yes, sir • 

.MR. VI.NCDR: I would like to be sort of assistant 
devil 's advocate, though, that at the time - because we 
do have a gap 1n what the President had to say - at the 
time the President mentioned the twenty-five million 
we were spending twenty-five million; it was only subse­
quent to that time that Chiang Kai-shek said that as of 
March first we have to look after our own expenditures • 

.MR. ADLER: The President ' s message was a reply to 
the Generalissimo' s ultimatum. The Generalissim~ said 
as o:f March first we would have to look after our own 
expenditures - twenty to one. 

MR - VINCENT: Because we wouldn' t give them a billion 
dollars . 

MR. ADLER : That is right . Than the President offered 
the twenty-five million a month. 

MR. VINCENT: He didn't offer that twenty-five miDion 
before that . I was trying to get at whether the twenty­
five million was mentioned before this ultimatum of the 
Generalissimo . 

GENERAL CLAY: No, it was after that. The reason 
for that :figure was in answering the ultimatum :f~ the 
Generalissimo the Secretary o:f the Treasury asked us to 
make an estimate as to what our expenditures would be 
in China for the next several months , includlng the cost 
of the Chengtuairports. We made that esti8te in Chi nese 
yuan, based on the esti111ate which we received from t he 
Theater , and converted it into dollars at a hundred to 
one . And it was the conversion at a hundred to one rate 
whioh made that estimate in yuan turn into twenty-five 
million dollars a month, American money. ' 

.MR. VINCINT: In spite of what Kung says, then, a 
hundred to one is still - he says you are working on two 
hundred to one , or one hundred and f ifty to one, but 
my own est~e would be that a hundred times one hundred 
and twenty-five million is twelve billion, which is 
exactly where you oome out. 
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GENERAL CLAY: That 111 right, the exact rigure that 
the Chinese claia ror these airport s is twelve billion 
three hundred million, and our rate or payment - uld be 
approXimately at a hundred to one. 

~ 

MR. VINCENT: Yes. So you haven't changed the rate, 
although he got away with that statement. 

GENERAL CLAY: I think tha t is true. Although 
perhaps we haven' t made clear to h1m that out or hie 
original claim or seventeen billion there was four point 
four billion for all the airport construction that t he 
Chi.nese had dane prior to Chengtu and which we have not 
accepted as an obligation. 

MR. VINCEtiT: Although you have mentioned twel ve 
billion as the figure you have in mind. 

GENERAL CLAY: And explained the other. But we have 
never, and should never accept that four billion fou r 
hundred million as an obligation. 

MR. VINCENT: I am mentioning this because I think 
we should aveid being drawn into any arguments where a 
hundred to one is the basis we should use. Your previous 
basis is far sounder than a hundred to one. 

GENERAL CLAY: It has to work out about t hat way . 

MR. VINCENT: Yes. 

H.M . lR: Well, I think it 
kind or reviewed that to them. 
how we arrived at this thing . 
date or the Cairo meeting? 

GEiiERAL CLAY: December . 

would.be helpful i f you 
I mean, Just tell them 

Does anybody remember the 

MR. ADLER: No, November ~8. 

GENERAL CLAY: It may have started November 28, 
but it ran to December . 

H.M. JR: This cable was when? 

MR. ADLER: It was delivered by Ambassador Gauss 
J'anuary 28. 
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MR. VINCDIT: The one with the twenty-1'1ve million in it? 

MR. ADLER; Yea . 
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. 
MR. VINOIHT: But was it done on the basis that the 

President might have mentioned twenty- five million in 
Cairo? 

GENERAL CLAY: No, be dtdn ' t mention twenty- five 
m1111on , or any sum. He simply stated that the u.s . 
was willing to assume t he responsibility t or financing 
the airports to be built in China. 

MR . VINCENT: At which time he had in mind this 
Cbengtu devel opment? 

GENERAL CLAY: When the Generalissimo came back 
w1 th his ultimatum was when we proceeded to finance that 
obligation; we agreed fully to the obligation, but 
pointed out that ther e still had to be an agreement as 
to the amount or u.s . dolla rs that would be advanced in 
consummation of t he agre~ent. 

In other woras, t here had been no agreement on the 
part of the President as t o the number or doll ars th.at 
he would provide to finance tLat expenditure. And it 
was very obvious t o us t hat the President did not intend 
to f1nanoe it at twenty to one. 

MR . VINCENT: I think you are very sound in sticking 
to that and that the cost of production parity, or what­
ever ,ou vlant to call it, is the basi s . 

I will say t his, which is a l ittle discou.raging -
everybody came in oefore the rest of us did QOWD there -
Kung simply said to me , "We seem t o be fundamentally 
mi l es apart ." 

n . NI .JR: 011, well--

MR. VI~C&~T: We w1~1 see what be says . 

MR. ADLER: My impression is that he didn' t realize 
the offer you were making covered the airports . Be 
thought it was t or other stuff . 

GDIERAL CLAY: Oil, no . 

B .M.JR: llUifi reaQ this Just once mure? After all, 
this was sent when? 

MR. ADL~; TransmitteQ by ~bassaaor oausa . 

MR . LUTHRLNUEH: I tllinlr January 23. 
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MR. ADLl!R: It says in the oable dated January 28 
that Ambassador Gauss said be had transmitted this mes­
sage to the Generalissimo, but I don't have the date ot 
transmittal. 

MR. VINCENT: I don' t think any of us know. 

H.Lt.JR: We will say between the 20t h and 28th. 
Let me just read t his part once more. Now, this is a 
result of the Generalissimo sayi ng what t o the President? 

MR . ADLER: "You will have to look after your own 
expenditures at twenty to one." 

B.Lt.JR : Then he comes back - "Meanwhile, I should 
like to make this specific suggestion . Just before 
receiving your message, I approved instructions of 
General Stilwell 11nd Gauss to take up urgently with 
your Government the question of military expenditures 
in China. So I should like to suggest the arrangement 
such as General Stilwell and Gauss are authori zed to 
propose be adopted tentatively on the understanding that 
Army expenditures in China during the next few months 
can be expected~o be somewhere in the neighborhood 
of twenty-five million u.s. dollars each month . " 

What doew t hat refer to - the arrangements? 

MR. ADLER: Stilwell and the Ambassador were supposed 
t o take it up . 

MR. VINCENT: The arrangement is on the basis of 
trying to get a realistic rats of exchange. 

H.M.JR: But they never agreed to anything? 

MR. VINCENT: No. 

R.14. J"R: "l!'urthermore, s ince you say your ~overnment 
is not in position to continue any direot maintenance of 
American troops in China , this Government, in order to 
cover all of its military expenditures in China , in­
cludliJg such maintenance as well as construct ion, is 
prepared to pla ce to your account U.S . dollars equivalent 
of any Chinese funds made available ~der general arrange­
ments that will be suggested by General Stilwell and the 
Ambassador ." 

Now, that didn' t happen. The second paragraph 
didn' t happen because they have been paying. 
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GENERAL CLAY: That ia right, sir. 

UR. VINOJ!NT: 
that "furthermore" 
t here. 

As Mr. Adler very well points out, 
is a rather damaging bit of verbiage 

H.lol. J'R: Why? 

MR. VINCENT: Well , because in paragraph one you 
have the twenty- five million, end then you say "fUrther­
more--" 

H.M.JR: Yes , but the second never happened. 

GJ!NJ!l(AL CLAY: No, but "furthermor e" was again 
over-all expenditure which was twenty-five million 
dollars, u.s. 

tbe 

MR. VINCENT: I am not making en argument bare, I 
am just pointing the thing out - being the devil ' s 
advocate a bit . 

H.M.JR: Of course, tbi s is most likely a paraphrase • 

MR. VINCENT: Yes, you turn it around. 

Gl!NERAL CLAY: I am perfectly sure it was clear 
to other people in China, and made clear to tbe Chinese 
that the twenty-five million dollars was over-all 
right from the beginning. Isn't that true, Mr. Adler? 

MR. ADLER: I think so, yes. 

H.M.JR: Then may I suggest, I think if you would 
kind of go back end trace the whol e thi.ng end explain 
how we arrived at tbe cost. The pay o~ our troops is 
over a million dollars a month. Show how we arrived 
at t hat , after Cairo. Whatever they said was the 
President ' s word to t he Generalissimo, this is our 
magna charta. Based on that , "We have got twenty­
five million a month, so we v1ould be very glad to pay 
you another hundred million dollars" - end I would say 
again that "I may take that away from you any time." 

MR. VINCENT: General Clay, let •s get clear here so 
we don •t get tied in knots- " • •• suggest en arrangement 
such as General St ilwell and Ambassador Gauss are 
authorized to propos.e" - he is going to ask what that is • 

Now, the general arrangement bad something to do with 
tbe rate or exchange - r ather hidden rate or e.xohange. 
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GENERAL CLAY: That is very true, but the arrange­
ment which they were authorized to propose at that 
ti&e was the equivalent of a hundred to one rate, but 
it was to be reviewed each three months. 

KR. VINCENT: If he asked what tha t arrangement was, 
we can• t say that we don ' t know. 

KR. LUTHRIDGE: wasn ' t r oughly, General, the idea 
to have official r ate plus an exchange sum? 

GENERAL CLAY: That is right, under Reverse Lend 
Lease. 

MR. VINCENT: They were going to stick to twenty to 
one , and eighty was the exchange. It was never known 
whether Gauss and Stilwell proposed to take that eighty 
dollars -u.s. dollars - 6lld put it into Reverse Lend 
Lease - I don • t know-- . . 

MR. ADLER : They never got that far . 

GENERAL CLAY: They were supposed to come back here 
for final approval • 

GENERAL CARTER: General Stilwell wouldn't have 
dealt on the twenty to one, because he was the one re­
questing a realistic rate right from the beginning. 

H. M.JR: In view of this, I don•t think I would read 
from that cable. You can Just quote it, ad lib. 

!dler, you might tell them if they are there to let 
us know. 

(The Chinese Delegation enters the conference) 

H.t.I.JR: I f it is agreeable to you , Dr. Kung, I 
would like General Clay to go back and review the various 
negotiations that the Army has had during the past few 
months , chronologically - if tha t is agreeable to you. 

Would you prooeed , please, General Clay? 

GENERAL CLAY: Yes , sir. 

As you know, Dr. Kung, the question ot construction 
of the Chengtu airports and roads was a question which 
came up early in 1944 and at that time you raised the 
question of the inaoili~y of the Chinese Government 
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to finance the constructon ot these airports, and we 
agreed t hat we would · undertake the financing and the 
construction of t he Chengtu airports ' aa part of our over­
all responsibility tor thie o~n war ot ours; no agres­
ment being made, of course, at that time , as to how much 
that meant in American dollars or eYen in yuan. 

Now, since that date, and up to the 30th ot June, 
you have made available in services , goods , tood, and 
yuan, a total ot approximately fourteen billion yuah. 
You had an original figure ot some seventeen billion 
yuan as your total expenditures, ot which approximately 
tour point tour billion yuan were tor other airports 
than the Chengtu airports t hat were constructed partl y 
tor AVG andpartly prior to our entry into war. 

Ramoving t hat as an obligation, under your figures 
we would have a total expenditure made in our behalf 
ot approximately fourteen point two billion, ot which 
one point nine billion was tor tood and l odging. 

So the obligation that we are speaking about , which 
we agreed to incur, is an obligation ot approximat ely 
twelve to twelve and a halt billion yuan. And now we 
are offering in final settlement of t hat, one hundred 
and twenty- five million dollars, of which twenty-five 
million dollars baa been paid. 

I bring that out because as we ware leaving, you 
r eferred t o our original conversation in Chungking when 
we were speaki ng ot an exchange at a hundred t o one rate. 
We are not speaking of this i n terms ot exchange now, 
but I would like to bring out that that one hundred and 
twenty-i'ive m.illion does have that somewhat rough rela­
tionship to . the t welve billion obligation. 

In our collllllitmant we, I think, made it clear that 
the twenty-five million a month that we bad in mind to 
spend as our expenditures in China , did include the 
construction ot the Ch~~Dgtu airports. Now, the reason 
this ques tion came up, and while it is true tb't prior 
to that time our expenditures had reached twenty-three 
mill ion , that was based on the old ottici al rate ot 
t wenty to one , and it was the values that we were getting 
in terms ot what we could have gotten in this country 
that alarmed us and caused us to bring up t his entire 
question. 
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When we aaw you in ChUDgking we were greatly UIU'IIIed 
beoauee we didn ' t ree~ that we ooUla justiry to our 
Congress the expenditures or the t ype t hat we were mak­

ing, ror the value received. We sti~ ree~ that one 
hundred and twenty-fits million dolla.rs 18 a rair repre­
sentation or the value we have received, that is in 
aooord with the diaouaaiona which we had with you in 
Chungking. 

And onoe more I would like to point out the impor­
tance to ua or oloaing this out, because we have it 
est up aa an obligation in our last year' s appropriation 
and we must close it out, and we must close it out soon 

or we lose the money. We have to turn it baok to the 
Secretary or the Treasu.ry and we have not made any 
allowance tor it in our new budget. So we are in a 
very urgent position with respect ~o a rin~ closing out 
ot the aooount. 

DR. KUNG: Well, Mr. Secretary and Gener~ Clay, 
I think that in order to settle this we must clear up 
something I just rererred to before noon. 

Will you (Mr. Kuo) please read that telegram? This 
is a telegram trom President Roosevel t to Genera l issimo 

Chiang Kai-shek . 

MR. IXJO: I will read the two rinsl paragraphs: 
"Meanwhile , I should like to make this speoi fio suggestion. 
Juat before receiving your message I had approved in­
structions to General Stilwel~ and to Ambassador Gause 
to take up urgently with your government the question 
or our military expenditures in China. I should like 
to suggest that an arrang~ent suoh aa Genera~ Stilwell 

and Ambassador Gauss are author ized to propose be adopted 
tentatively on the underst anding that our Army expendi­

tures in China during the next t ew months oan be expected 
to be somewhere in the neighborhood of twenty- five mi~ion 
dollars eaoh month . Furthermore , since you say that your 

government is not in a position to continue any direct 
mantenanoe ot American troops in China, this Government , 
in order to cover a~ ot ita military expenditures i .n 
China, including such maintenance ae welles construction, 
is prepared to place t o your ac~ the u.s . dollare 
equiv~ent or any Chinese tunds made available under 
general arrangements that would be auggeeted by Genera! 

Stilwell and the Ambaseador." 

H.Y.JR: That is cor rect. 
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DR. KUNG: It does seam that the special construction 
ot the airfield and other expenses are outside ot the 
general expenses or the t wanty-tive million dollars. 

H.M.JR: Oh, no - I am positive. 

DR. KUNG: :Yell , that was our understanding. 

H.M. JR: Pardon me. I don ' t s ee--

DR. KUNG: ~Furthermore"--

H.M.JR: It says here ~ • • • on the understanding that 
our Army expenditures in China during the next tew months 
can be expected to be somewhere in the neighborhood of 
twenty-five million dollars each month. 

"Furthermore , since your government is not in a 
position t o continue any direct maintenance of our troops, 
t h is government , in order to cover all of its military 
expendi tures in China , including such maintenance as well as 
construction , i s prepared to place to your account u. s. 
dollars equivalent of any Chinese funds made available--" 
The "Furthermore, " as I read it, means t:urthermore, since 
you: government i s not in a position , and so tortn. 

DR. KUNG: " •• • pr epared to place~--

H.M.JR: " •• • to your account the u. s. dollars equiv­
alent ot any Chinese funds made available." 

DR. KUNG: Up to that time you were spending some­
thill8 between twenty an!!. twenty-five million dollars, and 
because the prices have gone up , according t o the exchange 
ot twenty dollars, i t would cost you not t wenty-five 
milli on but fifty million . Therefore, you took that 
matter up. The prices are going up. You say, ~The top 
limit we oan spend is twenty-five million dollars.~ What 
did you spend before? That is one thing. 

Another thing is, you come with this special request 
of bulldi.ng special airports around Chengtu. This is 
only Changtu; other places are not included. And we were 
g1 van to understand that money was to be paid by the 
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American Government, and American troops coming into 
China to be entertained are also increasing in propor­
tion . And General Hwang made this r eport to the General­
i ssimo. The Generalissimo said, "Well , the cost is too 
much; we can• t properly f i nance i t . " So be wired to the 
President , or spoke to the President. The President sai d, 
"We will take care of that." 

Now, take the Chs.ngtu airfield; that cost quite a 
little money. If you say that twenty- five mil lion dollars 
includes all that construction , you might as well say -
you spent fi ve or s ix times more than that. 

H.M.JR: May I interrupt you? 

. 47 

In the first place, during this period our maintenance 
of troops amounted to a million dollars a month; every­
thing over (And above that went for constructi on. Now, in 
this thing here, while the conversations that President Roosevel 
bad with the Generall.aaimo in Cairo were in November 
or December, this cable was delivered in China somewhere 
around January 28. So it was after that , and it was in 
reply to a cable f r om the Generalissimo. 

After the President sent this cable to the General­
issimo, as far as we know - in fact , we do know - there 
was no further r esponse from the Generalissimo to the 
President since January 28. 

Now, the only thing in here which I would 111ce to 
point out , because I am t r ying to be fair , is we say, 
"Furthermore, since you say that your Government is 
not in the position to conti nue any direct maintenance 
of American troops" - but you did mai ntain them. You 
have been maintaining them, do you see? 

And i n this consi deration that we are talking about , 
the one hundred and twenty-five million dollars, we 
credit you for Lend Lease in Reverse for the mai ntenance 
of our troops. 

That i s r i ght , General? 

GENERAL CLAY: Yes, sir . 

H.M.J'R: Have I made myself clear? 

DR. KUNG: You can go ahead and fini sh. 

H.U. JR: I will ~ust say it once more. 
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Evidently when President Roosevelt cabled you 
on the 28th it ~e his impression thltthe Chinese 
Government had said that they could not maintain our 
troops , but you have maintained our troops. And I want 
to point this out to you: When we suggested one hundred 
and twenty- rive million dollars as a rinal settlement tr 
u .s. Government expenditures in China up to and including 
June 30 , we excluded maintenance of troops and credit 
you with that amount ill Lend Lease ill Reverse. 

Is that right? 

Gl!l~J:RAL CLAY: Yes, sir. 

GENERAL CARTER: Yes , sir. 

MR. CHI: May I mention another ract that may be 
relevant to t his discussmn~ Dr. Kung told me that when 
the Generalissimo talked to the President in Cairo he 
illdicated to President Roosevelt that as :far as th.e 
building or the Chengtu airfield is concerned, China 
will provide the land. I think that seemed to indicate 
that the Chengtu airfield is considered a special case. 

H.M.JR: May I just say this? unrortunately the 
head of your government and my Government didn' t furnish 
t h e Minister o:f Finance with any memoranda, and we are 
lett with t he very unpleasant task o:f picking up the 
pieces . I have no doubt that at Cairo the President 
said to the Generalissimo, "Will you build :for us these 
Chengtu airports?" And undoubtedly the ~eneralissimo 
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. std yea. But neither o:f them, at least as :far as I know, 
and I have asked ·- I can only talk tor President Roosevelt -
whatever the President said , he didn' t turn to any secre­
tary and say, "Please work out an agreement." 

Now, whatever the Generalissimo had in his mind, 
whatever was said there, I am in complete ignorance or. 
The President did send a cable which was received on or 
about the 28th of January by the Generalissimo in which 
the President pointed out that we would deposit twenty­
five million dollars a month, which would take care or 
everything, including ma1ntenance or troops. We have 
had no answer, ot:ficially ,. since then. 

Is that right, Adler? 
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MR. ADLER: Yea. 

B.M. JR: I mean, there ia no ane-r :from the 
Generalissimo or :from Dr. Kung to me. There~, the 
only pieoe o:f paper I have to go on is this. And I 
have pointed out t o you, beoauae I wanted to be ttr, 
that we are exoluding what you have done in the way o:f 
maintenance of troops and give you oredit :for tha t in 
Lend Lease in Reverse outside o:f the one hundred and 
twenty-:five million dollars . 

Now, I have pointed that out to you. I didn ' t have 
to , but I want to be fair. There is no other written 
document other than thie telegraa which Dr. Kuo baa in 
hie hand now. I:f you have anything else in writing , I 
Wish you would let me have it. But theee heads o:f 
governments move very :fast and then we poor Ministers 
o:f Finance are supposed to sweat i t out in Bretton 
Woods. 

MR. KDO: Mr. Secretary, may I suggest one thought? 
The phraae " • • • in order to cover all o:r the military 
expenditures in China, is prepared to place to your ac­
count the u.s. dollars equivalent o:f any Chinese :funds 
made available under general arrangements , " ana so 
forth , seems to suggest that it may be over and above 
the twenty- five mil lion. 

B.M.JR: Now, I am going to have to ask you to say 
it again, please. 

MR. KDo·: I say the phrase " • • • is preparea to plaoe 
t o your aocount"--

H.M • .TR: What line are you reading? 

MR. KDO: The last paragraph: " • • • is prepared to 
place to your account the u.s. dollars equivalent o:f 
any Chinese tunds wade available" - that seems to sug­
gest that that sum may be over and above the twanty­
five million mentioned in the previous paragraph, 
doeen' t it? 

DR. KUNG: Mr. Secretary, i:f you will allow ae-­

H.M • .TR: Exouae me one lllinute, Dr. Kung . 

MR. VINCJNT: So far aa that paragraph atandin& by 
i t s el:f i s conoerned , that deals with the maintenance o:f 
t roops. 
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GENERAL CLAY: I think the whole idea was that we 
were trying to tell the Generalissimo that we were not 
only prepared to meet his cost ot construction, but we 
were willing to go still farther and bear the cost ot 
the maintenance ot our troops which had beeo borne by 
the Chinese Government pri or to that time. It you sub­
tract the airport tund out ot this , there remains one 
point ni.ne billion yuan. 

GENERAL CARTER: In other words, the twenty-five 
million would be tar in excess ot our requirements . 

H.M. JR: Dr. Kung wanted to say something. 

DR: KUNG: Mr. Secret ary, I will give you what I 
understood t o be the case. At Cairo when Generalissimo 
Chiang Kai- shek IIIld Madame Chiang had a talk with the 
President about the critical situation in Chi na, and 
especially t he economic s ituation, the President was 
kind enough t o say he was greatly concerned; he wanted 
to do ever ything he could t o help--in tact , he himself 
has tound a formula and that f ormula he also told the 
Generalissimo and Madame Chiang, and he wrote me a 
letter and told me about it. At the time be suggested 
that upon his r eturn be would consult with you, Mr. 
Secret~ry , and also asked me t o come to the United States 
to talk over t hings . 

H.N.JR: I want to get \hat l etter, Adl er. 

MR. ADLER: Yes , sir. I 

DR. KUNG: Now, wben the Gener alissimo r eturned, be 
told me t he whole t hing, and I said it was very good ot 
the Pr es ident, but I saw the dif ficulti es of his proposed 
plan and I had my doubts whether you could support his 
sugges tion. 

But Madame Chiang said, "Mr. Pres ident, you are 
very kind. SUppose that proposi t ion cannot work?" 

H.M.JR: What proposition, Dr. Kung? 

DR. KUNG: Well , he said that the American doll~rs 
will buy C~inese ' currency in China. 

KR. ADLER: To burn Chinese currency, is that the 
suggestion? 
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DR. KUNG: Yes. 

YR. ADLER: To use Ame'l"ican dollars t o bUT up 
Chinese currency and then burn the Chinese currency. 

H.M. JR: Oh , yes, I remember now. And then to make 
a final settlement l ater on. 
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DR. KUNG : Yea . And Madame Chiang said , "Mr.Preaident, 
it that proposition cannot be worked, woald you think 
ot somethill8?" 

He said, "Yes, I will do what I can. I will think 
ot somethill8 else . " 

This time when I saw h1m he said he was anxious, he 
wanted to find some formula. But unfortunately the 
f ormula he suggested was not workable. 

Then the Generalissimo' s idea was to secure a loan 
from America . I told him that was impossible . We 
don ' t want to make any difficulty for the President or 
Mr. Morgenthau. In view ot the favor ot a possible loan 
from America to help us because or the budget we have to 
meet and of the f inancial s i tuation which faced ·& crisis , 
the Generalissimo wired to the President sayill8 that 
after February, from the beg1nnill8 of March first, China 
ie not in the po•ition to take care of the American 
needs in China . That brought t his letter, just read, 
back from the President . The President then authorized 
General Stilwell , also Mr. Gauss oame to see me. 

I think one day when Stilwell was not there General 
Hearn oame w1 th Ambassador Gauss and George Acheson -
and you happened to be there, didn' t yau? 

MR. CHI: Yes , I was there . 

DR. KUNG: Now, here is the memorandum in answer 
1b the memorandum presented by Mr . Gauss,., J;t is rather 
10118 - or February 7. The conolusion was this: "With 
reference to the airfield now under construction in the 
Ch8118tu area, the cost tor cnstruction and other expenses 
will be paid by the United States O..rnment. The United 
States wi~ lend these tunds in aooordanoe with the 
previous understandill8 . However , as a manifestation 
ot our desire to be ot assiatanoe, China wi~ bear the 
oost tor the purohase ot land needed tor this purpose.• 
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' IUIUi: This is the memorandum rrom Kr. Gauss? 

DR. KUNG: No, from the Chineee Government to Kr. 
Qauss in answer to the memorandum presented by Kr. Gauss . 

MR. VINCmT: I haven' t seen it, but I don't see 
that that alters the situation. That is his proposition. 
I remember at that t ime - I wasn' t in the State Depart­
ment - I read tDe conversation, however, t hat the two 
Achesons had with him; at which time Dr. Kung - have you 
got what the proposition they brought you was, at that time? 

DR. KUNG: That is a question ot the rate. 

MR. VINCl!NT: Yes , al.l the way through this was the 
question or t he rate. That aave yQu the Ambassador's 
answer to a previous proposition you had made, which my 
recollection is was the proposition of twenty to one 
with a supplementary ten dollars . 

DR. KUNG: The American official rate is twenty 
dollars . You said that would make your military expen­
ditures too high, therefore the Chinese ~rnment was 
willing to give forty; that is , instead of one dollar . 
for twenty, it would be one dollar tor forty, but the 
other would be considered as a contribution from the 
Chinese Government. Then there was a time - your people 
first wanted sixty, then wanted eighty, then wanted a 
hundred; and then from one hundred, jumped to one hun­
dred and sixty, and then to two hundred; then one time 
they suggested the American dollar was worth thr~e hun­
dred. Of course, we couldn't understand that basis. 

Finally when you saw the reason why China could not 
lower its exchange rate, you began to talk about just a 
lump sum - the American Government would give a certain 
amount or money a month. And the reason why Kr. Acheson 
was t here - he came down trom three ·hundred and two 
hundred, and now to a hundred and somethil:lg. The Chair­
man or the Board or Directors of the Chase National Bank 
came to see me in Washington t he other day. He is the 
Treasurer of that philanthropic tund to _China. Mr.Adler 
came to see me to see whether the Chinese Government 
would allow their dratti to be sold because officially 
they get too little, and ~hey need more money because 
they can get a better rate from the market. I agreed 
to that, provided they sold their draft to some reputable 
merchant. Tbe money would be kept in America for future 
purchase. And )ql know what happened? 

H.M. lB: No, sir. 
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Ill. 11711h Ill'. AehuCID tol4 • ~ other da7 ~• \be 
t1rat 4r&tt aold tor ~aeazol.7 thl'e• h1mlhoe4. Reo•~f the7 
aol4 tor •1zt7 doll.U'a, ad a W.Dt7-thwaazd c:&' rtJ'-
thOila•n! doll~~r 4JOatt e&DDOt be a old. !he aarbt DOir • taw 
lahat I m&I'Cl, W 41'opped to care a thCIQMDd. 4olllr 
cJNn aold tor tittJ"-tlaoee &»llua. 

•· moa !ba azobt 1a abaolwtel7 DOI'II&l. 

DR. XUJrO: So Jtlll aa7 J'CIQZ' '-eJOio&D doll .. 1a WOZ'tll 

10 -.aah. Aa I told JOU1 I - pezoteot17 .S.ll1Jag to ban J'O'l 
tab JOQJO DotN •d aell Cll tm aubt &DI1 get the doll&Z'a 
alll1 uae •••• , 

I thhw the Chcgtu Urpon 1a Olll7 about tour ~1111o~a 
Oil ;rouzo aooOUJat. 
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IIR. ADL!It: !'hMa t~«uzoea are baaed Oil zoeoaao111at10D ~ yr».r 
ttpo•• ot Apl'il 1g with l:M Al'll7'• .tlgvea. So thq "" 
Jll'ta0t1oall7 ao1Do1d•t· !hera 1a 'flr'f little dit'tare~aoe. 

DR. mma lit'. seoret&l)', I - pG'teotJT will1Jag to 
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CD»qtu airfield. We ha'a apaDt ao aoh .-7, 'blat w 
OlllJ' Ohal'il J'OU 'flr'f little. Wbat J'O'Il ... auppoaed to 1/&7 
1a Olll7 tour b1ll1oD 4oll&JOa, Chin••• aoDIJ'o AJI4 n are 
~ 1bt aajozo pc:&'tion ot it. I th1nk 111bat 1a obarpcl 
to J'O'Ill" ao-lllt 1a about t'C1111' b1111on dollar a, CJb1•ae. I 
tb11lk that ahould be aettlad wta1de ot th1a--..s taro. boar4 
a1111 1oc11 m1 ot 7 o1U" A1'117 ill Cb' •, i110 lw!llla 70,.. Al'll:f' • 
illoreaaiq lllllll>ar. 

A ru &10 7W bad o~ a))CIQt Dille thoual.llll au. JIQ' 
before lett, ;rou bad twat7-tbraa thoua&Di. ADd I 11l1nk 
the _,.. 1a iD01"1&11n&o We wanted to •tartaill OllZ' a0iliifll4ea, 
lnlt ~ OO'fU t h&a atatad it Welted to PIIJ 7010 
aUB &Z'J' axpe Dditu.ra, &114 w will let 7ou P1'7 t!la t. 

u I atated bate:&' a, I .S. ah Oh2Da WZ'a 1D 1bt podtd.Oil 
to tim.Doe till whole thins. •• appNaiata 1111&t 7«nl ha'fa 
dou, wbat 70v oo .. x •t :baa dDna, alll1 n appl'Miata w:bat 
J'O"'l w111 do ill •• tuture. U w borrow _., aaaa7 tl'OII 

70u, we 11111 haw to f11J 1\ baak ill taw Mura J lleoaua 
&tMzo the,.. oarta1Jal7 JO'Ill" Oow~t MaDOt ~t r. • p'f• 
1.1111: 110 JnOil aaaq •o (Jb.11la. I know 7ou oan•t dD tha • •• AN 

-~ aak1JII ,.. to dD a~tbiq 11D Uat. But 4'111'1111 -· 
wv .. all aMN thia o D au.~, Clclwa ... 1lo a:b&N 
OW' rUOU'.-, a1111 daM AMI'i• ia the aboqar, l'ltlaar. 

Regraded Unclassified



0 

u 

- 42 -

I t:h1nk 1t re&U7 wcm•t !~~an Aael'loa, aDd I tblllk :rov 
peo~. :rov lcde • 70Q1' OOJIIHU woul4 'CIDd.entaDd, be­
eeM1 after au, 1a 1JIU' :rou oamot aa7 bow .aoh 1t will 
tw 110 w1a a eenaill. •r or a evk1D battle. to • 
Obl• u a battlefield s.a o. tts!d aaamn .Tapu. u 
J01l oaa .. 7 J01l was twaS7•f1w 111U!cm a ~tb, llolr -oJl 
1a 'Mtll that 1a oD17 thNa blmdl'ed 111U1cm a 7•r, 1D 
o01p11'1aoa with 1batl ,ou ba'N ape~ t1o oaptlul"a tbl aola-aa 
Ialaa~. 

I t.b1ak 7011l. • are j utttted 1D apea11JIS Ul7 W..7 1a 
Oh1Da 1a ol'de:r to OlUib Japaa. 

Dll. UJJJG: U I &O baokaaho1ll4 dt.oonr a &Ol4 111M 
1D Old.•, I woul4 pllf' t:be wlhole ·t:h1D& tor ,wl 

H.M.Jlb I .. ere 70\l woold. ~- 1e 7~ repahtiS.GD. 

JJow, l.t • 3•t aderahDcl, nr. DillS• What ,w are 
~-to u u tlhba tlat 70\l are 1r1U1~ t1o H7 aa ot 
the aoth of JWM tbat 1f •• ~· paid 708 1lP to aDd 1D01114· 
1Jli 01» biUII:lre4 ud twet7•t1n 111111oa dollv., tbllte4 
ltatea CJOYa-et; lllbta tiel Oblaa are wipe4 0111t, wUh 
ho ezoepUcma. ODe, •• d n JOU a orecut tor ..S.Dt;a1D1J11 
..- troope oa IADI1 r-.e la aenne. I• t:bat; rScMt 

Ill. IDJIGI Yea, .... 

B.B.Jll: Aid, no, ,ou etiU was to eulwla tbe 
oo.t, I tab 1t, ot lad cad eoaatzo.lot1oa. 

Ill. IDllh !'be lud we d01l 1 t; 'ftDilJ oD17 oODaV.Uoa. 
IADd •• pa14 aa4 labor - patd. we baw paid pan ot u. 
lallor. 

H.B • .JK: Ie th_.e autb1D& elM, I -· 1D MDDMUCID 
with the JMI'ohue of t:be l&Dd ad -torwlttea, aDd eo 
fonh, ot Oba&W. 70U ••7 tou:r b1U10D JUDf 

DJl, Jlim: We ~· apeat; f;1Jelye blU1CIDJ - are 0D17 
piJW t;o OUrp 70111 fCNl' b1U10Do 

B.B.Jllt !'Mre u aoth1Jii alM-·laad or aa7t"tnat 

at. I1JJD a JJo, l&JI4 1a odaJ4e. 

•• AJ)Iftt ~· 1a aat;aJ4eo !'bat WU 1a 1be IMI:Nl• 
laa'•'• nil• tlo tM rre.t.d••• 
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JI ••• J1l: •ow• 1bon. lot•a J~ look forward a ld..D1lte. 

fta ov propoeal 1a that tor lt11.7. AQFn. -4 
lopMallor wo JMl7 ,-ou twat,. lllll1ca 4ol.l.a.n • .aatb. &D4 
in .U.1Uca Ch'• aota aa beet to tho jaaoloaa troo~ t. 
food allld •lD'-"• allld wo 11ft 7W oro4U on tllat ln 
Lellld Leaoo. Ia that~. 

ll8. IDirlh Yoo, tal.llt 1a .r, propoeal. But 11bJ abcnal4 
JO'l• .... .l'al7, Ausaat, &4 Soptubor• obnp tho quota 
hoa t11'0Dt7•fl't'e 111111011 to hat7 a1ll1cat 

JI.X.J1l: I o- eawor that: b-• wo aro tbro11Sh 
with the oo.notruotlCD ot tbo o1rt1ol4a. 

Dll. mJIG: •o• tho oonatzouot10D-­

H.M.J1l: Aren't tbe7 ooapletod now! 

DR. JrolfG: Yea, trc. tbe Tor,. bog1nn'ns tho ocaatruot1011 
ot tbe a1rt1ol4 wun•t in tal.at. 

H.K.J1lt wou. 1D our 111D4 wo haTe been paJ'lDs tor 
th• out of the twct,--t!To a1ll1CD. 

DR. mE: AU r1pt. llr. aoorot&l'J. I aooopt that 
propoa1111on fOl' tal.o throe -=atba. You know tbia J,&at aontb 
,-our roqueat waa one bllUca, f1To lnmdre4 a1ll1oa. 

IIR. JroO: In Jul7 • 

DR. J:IJ]I}: It waa OQO b1ll1011• flTO bnn4ro4 a1ll1oa. 
If 7011 wcrk 011t • ott1o1al rate, 1t -&Da an•tJ-t1To 
alllloa tJ. a. 4ollaro. •ow J'OU. pq tbe twat,- allllon. 
Wo will !lave to twon1ah t1t~·t1To aUUcm 4ollara. Gh'• 
1a a poor oo-tr,.. You -•tn•t -lt on ua. 

JI.X.JR: 8Uppoo1QS 70il l et u co 1D tbo ••_. rooa 
a alJIIato aDd talk 1t our. Io that au r1ptt 

DR. llJBG: !hat 1a all r1fll.t. 

GKERAL CLAY: I ea not quito aure tbat I aa olear on 
Dr· !IIJii'• propoaal. 

IIR. ADLER: J1a7 I ._ 1t ,up! You aro willlns to 
aooopt one hUD4ro4 •4 twont,.-t1't'e a1U10D--
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DR. KUNG: As General Clay has stat ed, to wipe out 
all the accounts up to June 30, except the portion ot the 
cost which the American Government is supposed to pay tor the 
construction of airports around Chengtu. Elsewhere, that 
is not inc1uded. Do you see? Only the Chengtu portion. 

GENERAL CLAY: What do we do about that tour billion? 

DR. KUNG: Leave that over tor turther settlement . 

GENERAL CLAY: That is what bothers me, what happena 
to that tour billion. 

DR. KUNG: we will pay tor the entertainment ot the 
American Army. 

GENERAL CLAY: But I still don• t figure out what 
happens to that four billion. 

H.K. JR: I am trying to figure i t out in u. s . dollars, 
and I can' t think in billions. I don•t know what tour · 
billion yuan is worth. 

YR. ADLER: At the officia l rate, Kr. Secretary, 
two hundred million U. s . dollars. 

H?K.JR: What is the official rate? 

YR. ADLER: Twenty to one. 

H.K.JR: He doesn't mean twenty to one. Figure that 
out at sixty . 

MR. KOO: Approximately seventy- five million 
to eighty million American currency. It you take the 
same rate that Dr. Kung proposed to pay tor the one. 
hundred and twenty-fi ve mil lion American dollars, 
it would be sixty seven. 

DR. KUNG: The tour billions are outside the general 
settlement. You have tour billion outside. 
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CDIIBRAL CLAY: Let •• aall: J'OU aboat that tour bllllon. 
Doea th-t 1Dolu4e 11bat haa bee upell4e4 v,p to ~ ar 'tlbat 
will be expendecl up to the abaolute aa1 ttnal oc.pletlODt 

DR. mi'G: 0CIIIplete4. 

Jill. JrOO: !he Che~~&tu alrpcrt la all :tlDlllbecl~ Poar 
bllllon la au. 

DR. II1l1Kh In ihe :tuture there 111 U be aeetlnp. 

GBRBRAL CUY: All l'lpt, all', I tblDk I 1DideratiD4 

B.K.J'Jb Ka7 we wlth4raw a IWNte aDd talk the tbSna 
0'18l't 

(Conterenoe reoeeaea te.porar117) 

B.K • .TR: Dr. Eq{ I feel tbat lna.uoh aa lt 1a thll Arll:r'• 11CGe7, I ah&ll et General Cla7 atate the propoaal. 

Ill. llJliG: You have t o 1'urn1ah tile ~ with thll 
IIOIIeJ', don • t J'OU t 

B.K.Jlb They bave sot ihe .onql 

CJBIIERAL CUY: Be 1a tl"J'1n8 to take 1t awa7 boa ul 

B.K • .l"R: Wbat he 1a worl"J'ln8 aboQt, 1:t he 4oean't fr! 
an asn-t with 70'11" I - goq to take lt awq trca • 

GBI!RAI. CUY1 Well, Dootor, S011l8 back to 'llbat we 
bave bMn 41 HI1U1Dg, &114 tbla Tlew 1bl d1 7~ 11a" ~ 
atated, l:t we paid Jal a 9"0•• o:t one hnDdrecl and t'IJIDt7• 
:tlve llllllca aow--a l'IDIP aua ot a lmndred llllllca, 111tla 
twentT-tlve llllllca 11av1111 been pald••tllat would leave ,.. • 
.alDlDg tile :tood and lodslD& and the :tour blUlca dollar• 
11bloh JOU have ape t em the Cheqtu alrporta :ti'GI JOIIl' OWD 
.,1187• We would be willlD& to aooeJ* that, 'td.th the 
QD4era~aa111111 that ibe :tour bllllca dollara 111ul4 be 
preante4 b7 JOU aa a olala Wilder Reverse Lted Laue. It; 
would han no et:teot on the twent7 111lllcm dollar• :tor tbe 
next three .,ntha, 1b1Cib would be paid ln cub, and :tor 
Wbloh J'OU would proTide u 111 th the J1I&D that we •eel &Dil 
would DOt preS'IIdloe tbat arrus-t 1ll aJ17 tlqJ tbat we 
woul4 J}lll:f JOU tile 11111P •• ot a hlmiSre4 1111110D 4oUara 
~41ate~, u4 SD &1117 Benne Lelld Laue ap.-nt to 
be e:ttMted, 7~ ooul4, lD a441t10D to thll :tood all4 lodahl& 
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1111b1ob JOU would put 1'01'ft1'4 ae a oll1a. iDOl'Ude al10 tb1a 
1'o1r bllllcm 4ollazoa. 

DR. lm'llh I 'IIlah I oould do it • 7011 know. 

B ••• .JJll lbnll Mo llq I add ODI thiq that ft 
talk~ about. tbat iD acblitttq thia ~stu 1'our bUllOD 
4ollan. tlae olaSa• w iD m wq pre ~dioe or so baok c 
tm oable ot tm PreaideDt, 'tlh1oh w 11ltel'pl'lt na &11-
iDol•i~. I would like to -*• tbat olear. 

I ••an• n oll1• 1bat tbia te~potlll 01' the Prellidd • a 
..aDt twct7-1'1YI a1111c:D a IIODth, azd iDOlU~ tbe Oc:D• 
atruot10D o1' •••r.rth~· 

•o•• 'lbat w are aaJSDa iD 'd.ew o1' mat 7011 have aa14··· 
blat DOt iD aD7 ft7 SOiDi baok OD that·-· atUl bol4 to 
tb11 oabllo Bat 11' 70U. 'IIlah 1lo put that olllia \1D411' RIYil'll 
LeD4 Leaae '1'or 1'our bUUoD 4ollal'l, •• would l'&lae Do ob• 
jeetlODe Do 70U Wlilld rq •'HDI that IUSIIItic:Df 

CJBHERAL CIA Yz !'bit 1a r!pt, lllr. AD4 n woul.4 4o . it 
1D the ;r IDtereet o1' hai'IIODiowa relatlcaa aD4 appl'I01at10D 
o1' tlae oocperat1cc 111biab 7ou. have gl vc to ua. 

DR. mm: , weu. I aa a1'rai4 1bat aa h.r u the 
Cml!lh exp..U. turu are occoel'Dicl, tb1a 1a oD17 a pol'fate 
oorweraattoa betneD t:be PrealdeJJt &D4 the Glrlerallaas..o 
ud ...... Ohlaq. Bowever, n wore give, tm UDdlratand-
1111 that au& waa the oaao, aDd 1D all DISot1at1cca 
oc:Doll'lliJW CmDatu 'Ill th the u.r, with 7our Babua7, enry­
b<d7 11D4eratood that OheD&tu ••• a aeparato tbiDS• I jut 
read ,.,u a pcrtlc:D o1' ttw 4oo-t preaoDt~ to .lllbaeaadclr 
ocuaa 1D aaner to tha doouae t Prllldlcl 1'roa the .blw1oaa 
Go~t t:bl'ou~ Aabuaadcao Gaua. · 

Ill that 4oouact it waa atated Yll'7 olearl7, &D4 7011 
oC111l4 aot aq it waa be;rc:D4 that uD4er8tand1Da. ~t 4oo• 
,_, waa pr•eatld iD P1'blolar7, md ,.ou. have aot r .. omcl 
aa,.· cSee1a1oD about it. 

B ••• .ntz '!he 1'1rat tiM I ha-.. eTel' hoard o1' the cloo• 
.,,_._ali:t 11 thia a1'"'el'DOODr_ a4 that sou 1'or GIDO:r&l Olq • 
aad GIDiral 0~ aDd 1:11aae aeJJtlOMD mre. ad Ill'. Adler. 
We haYI 1l41YI1' hoard o1' it. I • DOt queattcmiD& tbat the 
Ch11leae preaanted Ill'. oauaa tritll acaetll11la, llo.t he 1l1Yer 
1'o1'Wl'decl 1 t to hlhlD& taD. 

58 

Regraded Unclassified



• 

• 7/4 

0 

• 

Ill. DJIIG: Be -.et han tor'lr&1'4e4 it h tbe Stde 
Depar'-at. 

H ••• JRI BnD it be had, J'OU 1&7 thia 11 J'OIU" intes­
J,Il"eta\1.~ 1D P'ebl'Uir7J bllt U!.at doeen't •a we .. oepte4 U. 

D. ADLER: Bltou11 ••• Jb:o. aeoreta1'7, in tbe h11to17 
ot tM nesouation• here 11 a reteraoe to thlt 4oo-.t 
aa4 a o•• at OD 1be ltate Departllellt 11 repl7. (Jiaa11 
tile tlo the 8eoretaJ7) 

a.•.JR: I .. •t1n7• We are so1DS ~ han to exouae 
OUI'IIl ftl ODOI _,No 

(aer1oan Delegation l•n• at1'1oe t-pcraril7) 

H ••• JR: Dl". nm., our reoarda are better than I 
tbo1J&bt tl»7 wereJ •• ~e a _,cram- dated Pe'lllrlaaJ7 7, 
1D 11b1Cib it aqaa 11Jleol1•ed OOP7 ot oable dated hbl'Ua1'7 a 
hca A 's .. ador kUla, st. .tllf Cb1neae o~ter-propoeal to 
t:bl lo..rftll-cla7 propoaalo . !'bia ia tbe ~• 7011 are 
reterriDs to. •!he ObJ.DeH want e4 to ghe a rate ot th1rt7 
J'IUUl to t:bl dollAr, ot e1oh teD JU&D would be o:red1ted to 
tbe Oh1De•• u Re•er .. LeD1 Leaee. The .blbaaea4ar told 
Dl"o 1'111118 t:bat tb11 rate waa UDIIat1at .. t01'7 alld 1t wu 
ualeea tao enter illto a reoipl'OO&l aid age at wal.•• 
111• OhSn ... were r•47 to enter 1Dto a rea-able t1DADo1al 
'Cl'I-Jlt Witb 1'1 ..... to u. a • .tlltUT IXJI«ldUurea.• 

Ia oth• •Dda, we Ft U:de propoaal 11b1oh 7ou -.41 
Ill! tbe ._.,u..aor mt1t1e4 7C~~~ that tb.11 wae •aato1.et .. \o1'7. 
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•OD 17 •7 e a -Uiaa wu beld 111 tbe att1oe ot 
t.b1 lhlller IHl'etuT ot t2» fre1112'7, topthll' with reprMat• 
aU••• ot atat. end war, alld it wu 4HS414 U!.at tbe lute 
J)epar· 1 t would acd a eable 1a41Mt1DS tbe re!'ul&l ot tlul 
U».itld atatN GcwezaTd to aooept the rate ot th1rt7 7UA 
to the dollar. • 
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versation. He (indicating Kr. Chi) heard me . 

MR. CHI: Yes. 

H.M.JR: You were making quite a point that the Chinese 
Government had served ~otice on Ambassador Gauss. I said 
I wasn' t aware ot it. So many ~hings have happened. Then 
they found this reference, where not only did the Ambassador 
tell you that the so-cal1ed counter-proposal to the somervell­
Clay proposal was unacceptable . but subsequently the State 
Department confirmed it. 

DR. KUNG: Do you remember? 

MR. ADLER: I remember, Your Excell ency. Kr. Atcheson 
and Dr. Acheson called on you, and I think there were 
other people present. Kr. Atcheson gave you the State 
Department reply. This was early in February. It was 
around the date ot February 9 ~r 10. 

MR. CHI: Assuming t his is true, it bas nothing to do 
~~th the Chengtu airfield, because the memorandum doesn't 
mention the question of the Chengtu airfield. 

H.M.JR: Will you excuse me a moment? 

(Secretary leaves the conference temporarily) 

DR. KUNG: In the first place, it was about exchange 
for the Army expenditures , and did not ref er to the Chengtu 
airport . In the second place, because the rate was .un­
satisfactory, thi s is a different rate. You were suggest­
ing something like an eighty- dollar rate. Now we give you 
more than one hundred dollars. Mind you, the r a te tor the 
money you borrowed then in China was much higher than the 
present rate . 

GENERAL CLAY: I think tb~t is a correct statement, but 
at the time we made the original proposal it was recognized 
that the purchasing power woul d r i se, and our original pro­
posal visualized a periodical review ot whatever arrange­
ments were made between us. 

Now, ot course, there have been ~1. man7 mo~ths 
which have passed since that original proposal, and even 
under that original proposal it would have to be reviewed 
seve:r.al times. 
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lll. IIJma tMDoral• I hko 1t ,._ are 1110t u oJI:Abenp 
benlrerl AD ozoNna• bmbr wO\lld •ttle a rate onoo a4 
tcr aU. It 7011 borrow .,no7 floca ta bmk. ,._ 'IIOU14 
·aottle 1t at eatovor rate pran.1le4 at 1hat u... 

R.K.JJh .. ,. I go baok' I'd l.lb to jaet rep .. tl o1110e 
..:ro wl:a t the poa1t1on t1 ta .&.noaa Gour 1 t 1a. ft. 
onl7 4oo1mallt n lave, aow tbat we t11l4 tid.a ono waa turaecl 
401fD b7 Olll' Go-..zullllt. 1a Proa1dCit Rooaovolt1a tolegraa 
to tho GellHe.l.1aas..o. 1b1ela we. tor lack ot other doo .. ata. 
1ntorprat aeant fllll 11&71lelt ~ •ftl'Jttd.aso •• !:avo aotb'a& 
Ulat we oail 3uat1f7 pa71JIIS OYer &D4 above 1ho tnab-t1'fo 
1111Uoa doll:ara tor tho M.r1oaa CJCI!•m-tto opera\1ona 
1n OMna. !hat 1a 0111' poa1 t10Do We aN not quat1oa1JIIS 
aa,.bod:r'• word. 1110r eat ooll'foraat1oa took. plaoo botn• 
tbo hllacla ot OlD' aovel'IJIIIIDta. I 3uat have m ,.,. ot Dotr­
iN• I han 1110 1nati'UI)t10Da. !berotoro, 1111 :ba'fo to -*• 
thla propoaal• but 1n 'tS.ew t1 Ul.e 'fePJ oarnoot propoaal flit 
Dr. l.'aJIIS nd 1D 'fin of a poao1blo 11101UIIderatan41DC OG tiM 
part ot 70111" aovuamt, ud alao 1n 'tS.ow ot 1he vw, t1ae 
roocr4 ot tho 0''•••• &O'f6Z ant, we hno DO ob3oot1oll to 
70111" patt1JI& a ol&Sa 11l ader Bonroo LCl4 I.ouo tor Ul.e 
ooat of tho Choasf;u a1rt1ol4a. 

DR. mBl: Let me a8f, Kr. Seoretary. 1hat of oourao 
tilt ooDYeraaU. oa that happaecl betnon tbo he ada tl tho 
two soverDMnta IIWit be acanhat uma14. We don't mow. 

low, lot ua aottlo th1a, boom•• 1ho o-ral 1a uzioua 
to wipe out th1a aooov.nt. Let ua take Ot:.nc'u an4 tbl 
bu1141as ot tho a1rpcrt. I will WS.ro to tM Genorallaallm 
an4 ADd out ouotl7 11hlt wu tho poa11d.on. md ,.au oaa 
rotor that to the Proaident tor t\ltura 41IIGI.laa1CGa. I aa 
DOt proaaJ.Da ,.au to aottlo that now or pq 1t llC. • booauae 
our 1Dterprotat1oDO are dlftormt. 

R.K.JRt low• lot • aoo 1t I Ulldontmd. 1 woul4D't 
wut to apprOYo of t:be p.,..mt ot sro•• one hlmclrecl aDd 
tnnt7•t1w a1lUon do11ea with a dlroot oleta apiutl 
the Un1tec1 Stat .. !l'OU"111"7 bana'na 1D 1ho a1r tor tour 
b1111oa 4ollat'a, Wlloaa \bat olaSa would IP through t !Ill -.. 
oh1n .. 7 ot Be'forao Lolld Loaoo. 

DR. !Dm: !be RoTorae LoD4 Loaao asr·••-a1t haa DOt 
be• atpct • 
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H.M.,JJh But 1'011 ooul4 lli&D aD ail'OI lilt with thNO ( 
Geeral.a thla atternooll that it ud 'lltillll a anorao Lead 
Le&ao io uoouted, tbat thlo olalla will be oHCU.ted ~ * 
Obi" .. OO.•z ••t. md th.,. are Pl'•ll er &.: ~ ctr.. UP· auoh 
a doo 1 t thla attomooll. 

DR. IDJIGa I ,.. atra14 I o01ll4n't lSD 1t wltbout 11la1lruot­
iou h<* -.q ~t. We tlook up au tbia -~ tJoca 
tbo balllt, &4 wo are roapcoaiblo to uao balllt &4 wo &m•t 
ftllt to brnll: b b&Dlt'a baoll:. 

H.M.JRa 1'bon we'll juat han to wait. But thlt ia 
tl» beat wo O&D do. 

•· EOOa U wo a1po4 Rovorao L«od Leuo, tl»ll tba 
~turo on other a1rr1ol4a whloh we p&14 cut rroa tJ» 
OhlaNo ~-UI'J', would tbat have 1lo be a1.o takell illtlo oon­
aidaratlcm, bo01111oe that ie -h ... e tbm 'tlhat we apeat 
OD ~· Cllalpu a1rfio14f 

DR. IDJIGa Yoa, thia .on.,. ia juat a lou troa tl» 
baDJr:• J101141zw aottl•ct. In taot, tar tho nut throe 
.on1ha, tbr .Tu17 70ur A:rw, roqulreaont in ClllDa waa ODe 
b1111on, fivo )pn,.red llillioll, ao rar. At tho ottiolal. rate 
7011 are auppoaod to pa7 aovo11t7-tivo llillioll, bllt 70U are 
Olll.J ~ll& tWODtJ ll11110D. Do 70U aMf It that ODO 
billioll• n. YO lm'""rod ll1111oll wore ooave1"1:ed at thl Pl'Nd 
rate it would be aovctr-fi n llillicm. But 70u are olll.7 
pa;Jlq twctr 111111on. Do 70U aoef !'bat l•••• ftfb-
11n 111ll1on ill 1bo a1r. Boa14oo tbat, 70u havo twct7-
tbroe thouo&Jd troopa 1D Oh1Da, IDI1 thl ooat to thl . 
Ob.1Mao Govamaont 1a tivo lmD4rocl dollaro oaoh 4q • f1tt.­
thouaan4 a .onth. U rou take that illto oonai4orat.1oll1 _ 
that will ooat tbe. Oh1Deae Govel'l•aat rour lmndl'od JlllU.OD 
a IIOiilllh. Your fOUl' hUDISrod llillioll a *'llth •aD• twct7 
a1111oll a .olltb mdted atatoa doUaro. Wo are paJ'ill& that, 

~w, .. I atated trca tho TOl'J bec2nn'ng, it 1a a 
quut.lcm of mother - as Ohllla 11> ll:oop 'ba71D1*­
nrrono7 ao tbat ahl oov.ld ot.1U F on and tipt 701111' 
••-.q, or wbtther wo wet to oM Oblna 1D OOOila.io oollapao. 
U oiloo our .,_,. aooa, wo aro all acmo. ~t 1a a queatioD 
11b1oh iDftlna DOt «ali tbe proact-da7 Oh1u. ba.t tbo 
fUturo Ohlu, &lld ill1'0 ... rtNr lm ... rit4 aD4 !Ut,. 
llllliOD peopu. I bave DO l'lpt 1lo do &DJthiDI• It I 
pzeoalao it to4&7, it aa7 be ropll4iatod b7 -.q ener• 1 Tat • 
I don't la:io'tr • 
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B.JI. JRs GeDeral 0~ • I 4al' t ullderetm4 thh 
queat10D 11hSoh thh acue.n ra1H4 about tbo 10 other air~ 
tl.elda. I• it eoa.thJD& 7ou want to epeak about f Ia that 
&DOth .. ddaf 

GBIIIBRAL OUT: Toe, air. ID ao ~ar ae ~ othW' air­
porte aN OODO&l'Deel0 WI baYO •Yor Oo.dtt;ed Cllll'eel.Y .. to 
the oblipts.oa o~ paJ'1Di ~~ thee• aS.rp~u. wo ba4 r .. 
sarded tbea .. built b7 tbe OhSDeeo (Jew ..... , ill tho 
o_.,D 1Dteroet o~ our oauae, am tor tho uee ot 011r air­
plallee &D4 ~ao111Uoa ill a11Utl111 tbt OhiDoeo u.:r. fbi* 

.... uon waa noyor raleed, to a7 laaarlotlp' on~~ at oa1.ro, 
*- tbt ont il'o qu .. tlon woe tbe oocetfto 10D o~ r-a"'" 
a1:tporte aDd not tl» -•tNot1on ot tllo ail'pCil"ta that had 

boon OOliiPlotld. A aood a&D7 ot thoao airport• woro bullt 

}11'101' to our OD t1'7 illt o tho war. 

H.JI.JR: So wo doD •t rooopiao &D7 ola1a oD ua tor 
tboaot 

CJBIIB!UL CIA Y: ••• 
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DR. 111m: Lot ao put in a 11101'4 about tbat, Ill'. aeorotar,. 
!be airt1old wo built, n pa14 tor it--tlll airpcrt now bo1Jia 

1LH4 b7 tbt .laOl'ioan .l%wr:f. •• .. nr aa14 ~. llut 
requoata oro o•tq hoa tbe A1'll;r. ~ nat ue io do thia 
cd that. wo underatoo4 th& t with reapeot to reqQeata ~ 
tho .laeriO&D .l.ftl7 tlll .laorlOOD GoYim t h nppoaod to 
bo reapcmld.ble. ht we ban not eye -t1cme4 that Jlo 
J'Oil• a-a ot the repall'e aDd mlarf-ta requlred b:F tiM 
Aa_.10IIl Aza1 wo pa14 tor &Dd do Do ola1a. Bllt about 
OhOIIPu, beoauao 7011 wllltl4 to build a apoolal a1rt1ol4 
~or iho uao o~ tho B-ag to 'ba.b JaP&D, 7011 om aa7 t:bat 11 

puot ~ ilbe Aa•Soc roqull'•ODt, ad 70u are porecmall7 1a 

qa,pa~ am ulldoretmd tllo Oh1Duo 41U1oul.il)'. You ad4 
70\l 4S4D't wam to put &Jl7 bardiD OD Qb!MJ tllel'Otoro, 'JO'l 

WDMii to pq tor that. 

B.JI • .JR: .J'Qat ao wo ..Serat.ad oaoh otller, ocmoona,_. 

tho •••ttc:a ot the ail'~il 1bloh thia sentl~ ra1ao4, 
at 110 tlao baa tbt ChiDoao OoY~t uked u to P&7 ~-

1 t 111111 70V. .. 0 DOt DOWf 

J)ll. IU5: .o, DO. 

B.JI.JR: All l'Scht. 

WaUl lllr, 70'11 I tallil 1t, w1U ooater with fO'll' 
pYOI' aD4 w!aD 70il heal' J'Ql OOV.l4 let U Jmow. 
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DR. KUNG: All right . 

H.M,JR: I hope the answer will be favorable. 
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THE DIRECTOR GENERAL 

PAN AMERICAN UNION 

WASH I NGTO N , D . C . 

July :;, 1944. 

l:y dear J.!r. Sec reto.ry: 

Pennit r.~e to congratulate you on 

your admirable address at tho opening of t he 

~!onetary and Financial Confe rence . I am c er­

tain that what )IOU said will have far- r eaching 

influence on public opi.nion . 

Very cordially youro, 

L. s. Rowe 
Direc tor Gener al 

Honorable He::u-y Corgenthau, Jr., 

bretton Wood3 , 

N., Hampshi.re . 
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SECI!E't 

OPT!L !!g. 231 

Informat ion rece ived up to 10 e,m, , 16t h July, 1944, 

l • l!ill1. 
On 14th/15th MTB's damaged a 

And set on fire an E-boat ott LE HAVRE, 
dA .. ge, On 14th one ot H.K. Submarines 
under Gerlllan control 1n the AEO£AN . 

2 • MILITARY 

trawler and 2 patrol craft 
1 KTB sustained some 

tor pedoed a 5$0 ton vessel 

NQR!Il;NpY. U.S. t roops on Western flank hne now reached 

north bank or River tY. There have been small local cains 1n 

other sectors ot t he front , 

~. Troops ot 8th Arm7 launched an attack south ot. • 

AREZZO on l4th715tb and bard tichtinc took place throughout 15th. • • 

U.K. troopo made 2-mil e advance N. E. of SIENNA. French have 
captured CASTELLINA E, of POGGIBONSI. In coastal sector, U.S. 
troops !lave advanced to about 7 ailea S , of the ARNO and about 6 

mil es short of LEGHORN. 

~. Russians have captured OPOCHKA 1 have mached 

JtBMEN on 75==Ili tront astride ALYTUS and have established bridle­

heAds on the ~estern bank, 

3. AIR OPERATIONS 

ml1!11.1Lf!!_O.I!t, 14th/15th, T~nnagea: VtLLE!IEUVE Sl', 

GEORGES Railwsy centr e - 432• 2 1'ly~ng bu"'b !aunching sites -
total 357, 15th 42 Bcmbor Command o1rcreft, dropped 173 tons on 

NUCORT flying bocb supply dump 25 oiles N.W. or PARIS with uno~ 

ser ved r esults. 169 u.s. tighter bombers ( 4 m! ssing) attacked 

obJectives s .w, of PkRIS and 385 fighters or.d fightor boQbers o~ 

A.E, A.F. carried out offensivo tasks and standing patrols over 

NORMLNDY battle area, 2 Oeroan aircraft eoo t ruyed . 45 Boautightor ' 

attacked a convoy ott South NORWhY. One ~,oco ton ship and an 

escort vessel sunk, one 3,000 ton tanker, ~r.e ) , COO ~ ship, and 

one 1,200 ton ship snd 3 escort vessels set on f!ro and one 5,000 

ton .. hip hit with torpedo, Mosquitoes set fire to 2 800.·ton 
couters in the BAY OF BISCAY. 

15th/l.6th, 740 aircraf t despatched> r ailway centre 

CHALOHS-SUR-~RNE 124 (1 missing); weather clear, below clouds 1 

oarldng very aceuratet bCIIbinC very conce~:troted, Ra ilway centre 

:;ems 108 (2 miuingJ; weather clear. NUCORT supply site 190 

11 missing); accurately marked in spite ot cons!.derable cloud~ 

•---,. good bombing on markers , Fly inc bomb leunc:;~:~g site noar ABBt; .. 
VlLLB 44, BEilLIII )6, Diversionary sweep, b001ber ~upport and sea· 

·oininc 241 (1....,1u1ng). 

~. 14th, 742 medium ond rightor bombers attack6d 

c~jectives 1n ~ttle area and Northern Italy, 

R~~. 15th, 512 Liberators and Portreases bombea 4 

oa refi.nerTe~ and an oil pumpi ng stalt on at PtNEST: and 94 Libera 

tors bombed an oil r eri.nery a t BRAZI s.s.s. PLOESTI . 

4. iiiEV.U~J:l\( 

Durl.nc 24 hours ended 6 a.m., 16th, 65 !lying bombn 
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EXTENSION OF CONFEkENCE 

Present : lr1r. wbi te 
Lord Keynes / 
Mr . Vinson 
MI'. 'Wiolcott 
Mr . Acheson 
L!r. Cox 
Ml' . Luxford 
A~r. Bernstei n 
.Jr . l.oe 
!..r. Kelchner 
Lr . McDermott 
Mrs . Klotz 

Bretton Woods, N.H. 
July 17, 1:144 
9 :::!0 a.m. 

l.!r . Smith 
Mr . Sweetser 
Dr . l(ung "' 
Mr. Mendes- France• 
Mr . Stepanov ....-
J .. L'. Souza Costa • 
Mr . Nash" 
i:.r . Tobey 
fh . Kw1g -

i:i. i>!. JR: Supposing we start , gentlemen . The 
reason that I hsve asked you to come together is thi s, 
that the question has been raised as to whether we can 
or cannot fini sh the Conference by Wednesday night. 

Some of our people are over-worked - I guess all 
of our people and al l of your people. The question was 
rai sed last night by Lord Keynes and also by some of 
our o~n people. ~o I would like to get t he opinion of 
you gentlemen . 

I t hink we will ask the members of the other Dele­
gations f irst, starting from my right. I will start with 
Lord Keynes, if I may. 

LORD KEYNES: Mr. Secretary, my feeling is that we 
are well on with the matters of substance . I think the 
matt ers of fundamental difficulty or disagreement are 
almost resolved and certainly they coul d be resolved .by 
tomor row if we work hard at that . But the technicians 
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and draftsmen can handle the detail properly only when you 
nave settled what it is all about, and I am afraid they 
are dreadfull y behindhand. They are doing a grand piece 
of work, in my opinion. It is not at all easy to keep 
track of it because none of us are seeing it as a whole, 
but in bits and pieces. And that is one of the troubles . 
Eut my impres sion is that t he draf tsmen are doing a grllDd 
job , and I t hink it ~ould be an awful pity not t o have 
that quite complete and as good as it can be . A very 
short time extra, I believe, would al low that . 

70 

On the other hand, i f we are hasty we shall find there 
are a number of little points wnich will be raised later, 
just logical errors and inc -:>nsistencies , and so forth, which 
will be very tiresome, and I t nink it would be dangerous 
t o our proJect if there are t oo many opportunities for re­
opening t il ts at later stages. We want to get it properly 
buttoned up. 

If any gov.ernment feels t hat t here is something of 
high importance that is unacceptable to it, it will have 
to make that clear and it will have to be reconsidered . 
But I think it is very i !llportant that we should reopen as 
little as possible. If t here is any faul ty drafting or 
any inconsistencies and logical difficulties , that opens 
the door, I think, to start in again . 

Tnerefore , I believe t hat although the final three 
dayawould not be dealing with high issues, nevertheless , 
those last three days wi ll be imru~nsely beneficial. 

(!Ir. Stepanov and interpreter enter the conference ) 

LORD KEYNES: !s far as my Delegation is concerned, 
some of my people - tlose concerned wi t h the detail -
are quite breaking up under t he strain. ~ome of my 
people , as I believe also of yours, have been workin~ 
nalf the night, day after day, and their efficiency lS 
gett ing variously impaired - not only their efficiency, 
but their health, and they are now taking very many more 
hours to do what in an effici ent state of mind t hey could 
do more rapidly. 
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If we were to hustle this group, I wouldn't guarantee 
there Muldn ' t be some serious breakdown , and we will 
just have to say the thing isn ' t physically possible . 

Therefore I tl.ink it would be awfully wise to take 
early steps to give us more time,not for settling the 
main issues - I t hink they ought to be finished tomorrow 
evening - but getbing it all buttoned up • 

• 

H.M. JR: Lord Keynes, if you don't mind~ pressing 
you a little bit , would you mind specifyin~ the number of 
days you feel would be necessary, because Y personally 
feel that, if it is the consensus of opi~ion, we should 
postpo~e , but we should only do it once . 

LORD KETiiES: I think others can probably speak with 
m.ore authority t han I can because I am not as deep in 
the details as some, but in my judgment we could safely 
finish by Saturday. lie could leave the hotel by Saturday 
afternoon, I should say. I should expect that a final · 
formal session on Saturday morning ought to give us 
enoueh time . 

I was saying Saturday moPning, and Mr . White says 
be thinks Saturday night Muld be safe!', and he knows 
much moPe about it than I do. There are, you see, cer­
tain final technical matters toe haven't considered at all, 
what the lawyers call t he final act, which embodies 

71 

the results of this Conference . No attempt has yet been 
made to draft that, and it hasn ' t been considered by any­
body . It is a matter all Delegations will want to have 
at least half a day to look at. At present, no one baa 
seen, as a continuous narrative , the work which has been done, 
a.nd I think it is not quite fair to the Delegations that 
they should be expected to pass so quickly on things they 
have never had a chance, really, of reading as a consecutive 
narrative . 'l'hat is l1l1 feeling. 

H.!:. JR: Thank you. 

M.r. Nash, please? 
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MR. NASH: I think , Mr . Secretary, you ought t o try 
and finish even if it takes longer t han the time you have 
allo~. I agree wi th what Lord Keynes has said wi th 
regard to some of the men that are working. I don't 
know how they have done it . I agree t hat it probably 
takes twice as long now to do something that they could 
do in hal£ t he time befOL' e they became so exhausted. 
I would like to see i t finished, however, by ioednesday 
night . That i s personal, because t here are al l sorts of 
arrangements made for me to go back to New Zealand 
Thursday from the coast. 

I 

Bu t I still think, i rrespective of anything pe r sonal 
or otherwi se, they ou5ht to t ry and finish, and if the 
continuing of the Conference until Saturday will insure a 
clearer job and less inconsistency, you do avoid all the 
chances that some people might be looking for to check 
this and recheck t hat, and you will probably get better 
work done if you can 50 on until Saturday! 

I would like it to be done by Wednesday, but I 
don' t t hink t hat is physicall y possible. I say stay and 
finish it . 

h.M.J R: It ian' t quite clear . You t hink it can be 
finished by \tednesday? 

lilt. tlASH: It could be f inished . I t hink that all 
the evidence tnat Lord Keynes has given is correct, that 
t he exhaustion is so real that it wouldn't be finished by 
Wednesday in as cl ean a state as it would be by Sa turday. 

Ii.M. JR: Mr. Souza Costa? 

!till.. COSTA: Mr. Morgenthau, evidently it would be 
preferable for everybody if we could finish on Wednesday, 
and I think everybody is in a hurry to get back. but 
nevertheless, between the two situations, to finish on 
Wednesday and not to finish all the work of t he Conference, 
I agree entirely wi th the opinion of Lord KeJ~es - to post­
pone until Saturday. 
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H.J.I . JR: Thank you. 

Mr. Mendes-France? 

tffi. !.lEtiDES-FRANCE: I a~ree er tirely with what was 
said by Lord Keynes . I think it is wise to do so . 

n.M.JR: Mr. Stepanov? 

M.t. STEPANOV: (Interpreter) The Delegation is 
working very hard to finish al l t he work by Wednesday . 
But Mr. Stepanov recognizes t hat t he documents are 
coming until the very last moment and they are still 
coming, so he i s in favor of t he suggesti on made by 
Lord Keynes, that is, to postpone tne end of the Conference 
until Saturday i n order to look t hr ough the final docu­
ment to avoi d possible mistakes· and to cover t hi s or that 
t echnical question which might come up . 

But Mr . Stepanov has another suggestion. Maybe t he 
Chairmen of the Delegations would agree with him. We can 
finish the main work by Wednesday and we can make a kind 
of declaration, you know, on the main issues of the 
Conference , and leave one or two representati ves of these 
Delegations here t o work t he final finishing touches of 
all documents and decisions we have made. 

Mr. Stepanov is i n no way insisting on his suggesti on, 
but it offers an al ternative . 

(Dr . Kung enters t he conference) 

~ . M . JR: lf I may ~epeat for Dr . Kung - I have asked 
t nese gentlemen to meet with me to advise me, as President 
of the Confer ence , whe ther we should attempt to f inish 
Wednesday night or whether we should postpone the finish­
ing until ~aturday. So far , all of the representatives 
of the Uelegations here have been in favo r of postponing 
until Saturday . 

Now, Mr. Stepanov has just made a suggestion which 
I think you might repeat . 
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• MR. STEPANOV: (Intel'preter) Mr. Stepanov's 
sugges tion is to finish t he work of the Conference by 
Wednesday, jus t al l these main i ssues t hat a!'e already 
known to everybody, but not put on t he finishing touches -
to l eave here some representatives of these Delegations to 
look into the tecnnical matters and to have the final 
document prepared. 

H.M.JR: Do you care to answer that suggestion? 

LORD K~llliES : I think t hat t he i dea t hat we should 
le~ t he world knoll that we are agreed on the main issues 
by Wednesday is very advisable, but I t hink there will be 
a good deal to be done afte r that will take more than just 
one or two draftsmen left behind. One never knows wuat 
wi ll turn up in the course of. examining documents closely 
and it is necessary t o have somebody who can settle such 
matters wi th authority. 

But so far as the outside world is concerned, I 
think t hat some declarati on on Wednesday would be very 
well adopted t o t he situation, t hat in general terms the 
issues were substantially resolved. 

H • .M. JR: We have certain mechanical difficulties 
wt ich I won't bore you with - I mean, the United States. 
We may have to get the President to get out an order to 
seize t he hotel as of Wednesday night, and put t roops in 
here to run it . I don't know just how we are going to do 
that, but we may have to carry the manager of the hotel 
out with two soldiers! If that is necessary, Judge Vinson 
Tlill gi ve . the orders. 

But I will not bore you with those details, and I 
v.ill let it fall on the very able shoulders of Mr.Kelchner 1 

plus a staff of lawyers . And as 1. say , if necessary we will 
bring t he U.S. Army or MA!'ines in in order to run the hotel. 

But the point i s, I think, if we are going to do it -
to postpone it - Tie ought to fix a date and then not post­
pone it again , because we will be in considerable litiga­
tion here wi~h the hotel . 
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Now I would like any Jimerican Delegate who r.ould ( 
like to speak - if you don't mind bearing with me - I 
have not had a chance to consult with our own Delegation . 
We have a so-cal led Steering Committee --

UR. li\HITE : I feel that Dr. Kung wi ll want to reply 
af ter hearing some of the discussion . 

Jt.M.JR: Would you care to speak first, Dr. Kung? 

Dk. KUNG: i<ith regard t o the subject? 

h.!l. JR: Yes . ~ould J OU like t o hear a li ttle bi t 
more about it? 

Dk. KUliG : I Muld like to hear a little more . 

1\R. VINSON : Well , Mr. Secretary, in my judgment i t is 
doubt ful v;Lether by Wednesday we could come out with a 
doQument in any respect i n the form that we must have it. 
I t hink i t is physical ly impossible to complete the job pro ­
perly for which we have been assembled. I just make a 
statement about what happened last night . The Special 
Committee i n Commission On e has been working together 
very satisfactorily, and last night the fog either came 
up or came do~n, and i t demonstrated to me t aat they just 
needed some rest. I listened very attentively to one 
disc~sion about an item t hat had been agreed upon a day 
or so before in which it was agreed t hat actually t here 
woul d be no difference whichever course was taken , and 
when it was put to a vote , as I recall it , it was just 
about even - maybe one vote dif ference . Another very 
important item had been agreed upon, certain changes had 
been msde and the changes dictated ; and the party who took 
the dictation collapsed, according to the information that 
came to the · Colllini ttee . Then effort Vias made to redictate 
it by t he Secretary of the ~ommittee . It passed out of the 
Special Committee and went to the Drafting Committee, and 
along about quarter af ter one, when we were leaving, the 
Dra~ng Committee appeared and called attention to the 
situati on . Furt her discussi on was had . Three members 
adjourned to the ~rafting Committee room, and the matter 
was worked out very quickly and wi thout confusion . 

Regraded Unclassified



• 

0 

0 

- 8 -

Now, t nere is just no doubt in my mind t hat we shoul d 
have several days following \1edne sday, 

H.J,• . JR: Thank you. 

Senator Tobey? 

hili. TOBEY : I think I could add nothing . 

h.M. Jh: Mr. Wolcott? 

Mr .. \\OLCOTT : I think we are expected to finish up, 
and almost have to finish up, and if i t is agreeable to 
the other nations, and we arrange, I think it should be 
d~ne, if it is just a matter of three or fou r days . 

H. l . • JR: So you would be in favor of extending it? 

J,!Jt . \'.0 LCOTT: Yes • 

H . h~ . JH: Mr . Acheson? 

MH. ACHEs:lN : Ur. Secretary, it seems to me that 
Saturday is the very earliest t l.at we could fin ish, and 
I should think it v:as most essential to finish . I ..asn 't 
quite clear from the discussion whether t he plan ~as to 
have the train leave on O)aturday evening or to have the 
final meet ing on ~aturda~ evening. 

MR. ~HITE : The latter . 
' 1Ut. ACHESON: If the train leaves on :>aturday evening 

it will, at bes t, push us ve ry hard . That would mean that 
you Muld have t he .final Plenary Session at the latest on 
Saturday morninx' It r.ould mean that the Executive 
Session of the ~onference would have to be on Fr idar 
morning. They ~ill have t c have all the documents 1n 
shape, and in order to do that, all the Commissions r.ould 
have to complete t heir ' work by wednesday arternoon, and the 
Committees wi ll have to finish t heir v.ork probably tomorrow 
in order to get it in t o the vommissi ons. So the train 
leaving ~aturday night does not mean an easy time . 
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I t is going to be a very sti f f program. But t hat 
is t he earliest I think we could fi nish . 

!AR. \\1,ITE: I meant t he last session would be !:iatu.r­
c!a:, nif!ht; the trains would leave .:>unday morning or 
afte .rnoon, o!' whatever. 

:~. ACHESvK: That eases it up a little bit . 

a . ;I. . JR: Th.en v;l.at you a1·e talking about is leaving 
sometime Sunday? 

MR. \1HI TE: That is right. 

!.llt, ACHE~N : I think t hat r.ould be safer and better 
t han !:iaturday night . 

H.; • JR: L!r . TJ.hi te? 

J~t . WHITE: I have been pretty close to this t hing, 
MP, Secretary, and l>ossibly a few personal episodes would 
indicate t he necesSl.ty. 'Ne vllint to do as good a job as 
we can because when it is avai lable the whole world is 
going to examine this document . There will be lawyers 
and technicians and wri ters . They are going to go through 
this with a fine - toothed comb and f i nd out and i nterpret 
every phrase, and as Lord Keynes has said, some of them 
may give rise to S!lbstautial problems . 

I could name a few t hat I just glanced at quickly 
t his morning v.hicu have t o be set tled. If they had gone 
by us it would have provided for endless disc~ssion and 
reopening ~ith every country and would have been ~ite 
serious. 

Now, if we continue at the rate we are goine, I 
t hink VIe might well get th1•ough by Thursday or Friday, 
but that would mean that the men v.ould have to work at 
the same rate they are now, and'a few personal incidents 
will indicate that I don't think we can do it . 
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I know, for example, night before last I blew up at 
one of Deads men and lost my temper. I rarely do t hat . 
lt is just I ~as very irritated. Ur . ~ .M . Berns tein, 
who is v1orking terribly hard, and Mr . Luxford , as well 
as many others - I just name tnem because I am most 
fa:niliar v;ith their personal reactions - are both getting 
irritable and a little inefficient . I felt myself crack­
ing up last ni&ht and v;ent to bed at ten o'clock, had 
some sleep, and I feel. fine now. 

I know seve 1•al of Lord Keynes • men , pHsonally, 
are greatly reduced in efficiency and in health. I 
could ~;o t hrough many of the l.ielegations that way end 
point out t hat t hey cannot keep up the pace which they 
have been keeping up, wnich means that you couldn ' t 
possibly 11 nish by ~tednesday or 'lhursday . 

Therefore, if you are going to ~elax a little and 
give t hem a couple of days to catch up, and a full night's 
sleep and a little relaxation, it means that we v.ill be 
doing a hard-working job to get through by Saturday night , 
but at least that is entirely possible. 

So I would strongly urge t hat don ' t leave here until 
Sunday. I think we all agree t hat the matter is of suffi ­
cient importa~ so that ~e ought to certainly disregard 
the question of a few thousand doll ars as far as the 
hotel is concerned, and such additional pressure . 

H.M.JR: Don't, don't; Mr. Ke.tchner and I will 
worry about that . 

Mit. 'iii:IITE : Good . 

b • .A.JR: Dr . Kung, we have a saying in .ilmerica -
"The last shall not be the least"--

DR. KUNG : Hr . Secretary , Gentlemen: J!,e came here 
for a purpose . Until we come to that purpose, I t hink we 
ought not, for the sake of a few days, hast en too much. 
To me, tLis Conference is very important . This Conference 
may lead to some other important Conferences for inter ­
national cooperation to establish a permanent peace in the 
world. 
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But if we hasten t oo much , i t will not only imvair 
the health of those who are working very hard, but 1f we 
get out a document which is faul ty, I am afraid t hat 
would not only create a bad impt•ession , but it mit ht 
destroy the purpose for wl.ich we uave travelled thousand.s 
of miles to come here to attend the neet i.ng. 

Therefore , I think, v1hile it is des irable to finish 
the meeting as soon as possible , because I realize many 
of us are very busy and ha ve ot her important matters to 
attend to - but at the same time, vmile we are here , we 
come f or this meetil'\g, and we ouGht to make a good job · 
out of it. 

That is my own feeling • 

H.M.JR: Does any Del egate care to say anything -
to add anytning to thi s discussion? 

MR. LUXFORD: Mr. Secret ary, not as a Delegate, but 
as a technician , I would say that the estimate here of 
finishing up by ~aturday night , i n my opinion , is too 
short a t ime and I don 't believe t hat you can promis e -
at least speaking as a technician - tt.at you can promise 
that t his job will be done by that time . 

li.!!. JR: 't.ha t are you goi ng to do , Luxford - stay 
here until Christmas? 

MR . LUXFORD : No, sir . I don ' t believe you can do it . 

ti .M.Jk: '•iell, you just have to; you can ' t stay on · 
here forever . You people came t o me l ast night for t he 
first time . We have a very difficult thing, and you 
only brought it to me last night . You have had plenty 
of time to bri'ng this matter t o my attention. Now, just 
last night you said you needed a couple of days more . 
Everybody here is talkin~ about Saturday or Sunday. ~hy 
last nit;ht di d i t suddenly dnn on you that you couldn't 
do it? 
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LORD KEYNES : I sympathize with him on this, but I 
believe we can be t hrough by Saturday night . 

h.li.Jh : JAr . Cox? 

LtR . COX: I think you ought to settle it quite 
clearly in terms of settlin~ your mai n objective. I 
t unk if you do set a datel1ne - Saturday evening - you 
will have to get through and can get through. 

MH. BEIU~STEIN : I t hink we can be finished by the 
date you give us, and the longer we get, of course , the 
easier it will be to get a eood job. But v;e will be 
f inished by the date you set. 

H . ~. JR : The date seems to be to w~nd up ~aturday 
night and leave Sunday. 

MH. BERNS'!'EIN: 'o'1e can finish by then. 

MR. COE : I think the date of fi ni shing ought to be 
two days - at l east two days - after we have a clean Bank 
draft, and I wonder if in saying ~aturday night Lord Keynes 
t hinks that the Co~ssion will have been over - a clean 
Bank draft on Thursday, say 'l 

LORD KEYNES : I t hink it is possible . I don' t see 
why it shouldn' t . 

ll .M. JR: Mr·. Acheson , do you t hink by Saturday night , 
and get out of here Sunday, that it is possible? 

MR. ACrtESJN : Yes . 

H . ~l. JR: }Jr. White, do you y;ant to say anything 
furt her? 

Mi1. WHITE: I think it i s possible Sunday; that is, 
t hat we get out of here Sunday . 

I think that Luxford is exp,•ess ing the 
wants to da an extremely careful f inal job , 
he wi ll get through by Satu.rday night . 

vi ew tnat he 
but 1 am sure 
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MR. VINSJN : Mr. Secretary, I t hink i t should be said 
that Mr. Luxford has been going at top- flight sreed. I 
am certain that his statement to you reflects h s complete 
knowl edge of the physical oondi t ion that a.ll the techni ­
cians are in . I have been wi th t hem. Lord Keynes ' men 
last night - Sir Wilf red f:ady and Mr . Robertson were just 
fagged. I am j ust merely saying that for M!·. Luxford . 

r •• M. JR: h'ell, Luxfor d and I understand each other. 

MR. VIKSON : I just know that he knows that picture . 

H.M. JR: Luxford and I have got ten along since '34 
and we -will get along as long as I am in tne '.l'reasury . I 
can't get along without Luxford. Ue knows me. 

Au • VINSJN : Luxford talked that way and a little 
stronger last night . 

lHt. V~1ITE: Had a few more drinks last nightJ 

1ffi. VINSON : \1hich comple tely demonstrated to me just 
what the situation is . 

• 
H.M. Jk: Well, Luxford pounded me a little hard last 

night and he is getting the rebound now. 

Mk. LUXFORD : I don't mind, Mr . Secretary . I just 
want to make it clear . 

H.~ . JR: Al l ri ght . You made it clear last night ! 

r.m. COSTA : But as to Sunday, the day of rest, I 
t hink we could lea ve Bretton iloods on Sunday evening and 
say we \\i 11 have one day more. 

H.M. JR: You are quite ri~ht , Mr. Minister. There 
wil l be nothing gained by leavtng Sunday morning. 

AUt. KELCHNER : Either Satur day night or Sunday night. 

d.M. JR: Either Saturday night or Sunday night . 
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Amonu the foreign telegates , ~ould you mind just 
saying whlch you would prefer , Satu.rday night or Sunday 
night? 

LORD KEYJ~ES: r think we ought to l eave on !:iunde.y, 
but what train - I t laink that should suit one's convenience . 
1 don ' t t hink, if we are leaving on Sunday, we can do any 
formal business on !:)unday , because there is a great deal 
of packing of papers, and so forth, to be done. Once the 
bottom staff begins packing up , we are all hamstrung. 
I think, if we are to ~et off on Sunday, it has to be 
finished on !:iaturday n1ght . I t hink we ought to be able 
to fin ish on waturday night, leaving at whatever time on 
Sunday is convenient. !n fact , packing up will take quite 
a time. 

Dk. KUNG : That is all right . 

a.~. HASH: Sunday· nic,ht . 

ttt . COSTA: !:>unday night . 

!AR. STEPANOV {Interpreter ).: Sunday night . 

li . ~.JR : Now, ~r . Kelchner, you had better ge t out 
your handkerchief and begin to weep! 

MR. Vd!ITE : lLr . Secretary, v1hen you speak of t he 
final Sess i on - I feel very strongly we should have a 
Plenary .:>ession either Tuesday ni.;ht or ',/ednesday ni.;ht , 
whichever is suitable, in which - it should be a rather 
formal night occasion - a di nner , or something - in which 
t he world can be informed of the successful conclusion of 
tne Fund, and an indication that the Bank is going forward •. 

I think it would be very helpful both to e~lain the 
delay and to get to the world that very substantlal pro­
gress l.as been made, and that they are now working on 
cleaning up the details of the Bank, and so forth , So, 
if you have a Plenary ~ession on SaturdaJ night, I am 
strongly in favor of having on e on Tuesday night or 
Wednesday night - whichever suits the various Delegations . 
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LORD KEYNES: Not before Y.ednesday. 

H.L JR: Mr . Kelchner just said t o me, as far as t he 
banquet is concerned, he feels that he 'wuld like the fare ­
well banquet like the Captain's Dinner on a pre-war ocean 
liner - on Saturday night . 

l.!R. WrliTE : We can ha ve two dinners . 

li.M. JR: Are you hungry? AnyY~ay, I t hink !.<r . Kel chner 
has an enormous task to perform. he is here until Tuesday 
at ten o 'clock and he has to ma~ arrangements . Give 
him a little time to turn around. I don 't think 'fie have 
t o settle r ight now ~at we are going to do . 

Certai nly, personally - I d'Jn ' t know how t he others 
feel - I t hink this idea of a farewell banquet Saturday 
night - would that be acceptable to you people? 

(General a, reement ) 

II .M.JR: Then, as to when we need Plenary ~essions, 
and the rest, I think we ought to give Mr. Kelchner a 
cnance to t urn around- -

~. v.MITE : It wasn't merely a question of a Plenary 
Sessi on, but of informing the world officially and 
publicly. 

h.M. JR: \~e have ILr . Sweetser here , Mr. ~fcDermott, 
and Mr . Smith on public relations - and do any of you 
.,cntlezle:t , starting "ith !Ar . LlcDermott , after listening 
t o this discussion, when do you think there should be 
an ot her sort of bow t o the public? 

MR. McDERMOTT : When the Fund is completel y wrapped 
up, I would like to see a Plenary Session . 

E.li. . JR: And wai t until we are sw•e of t hat? 

IA.Il . l.lcDEaiOTT: I would wait forit . 
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I think that is right . I don ' t think 
banquet for it , or anything of that 
can make a large announcement with a 

!.ill. SMITH : I agree with that . 

I would jus t like to poi!)t out that we have a half 
hour of radio time on Tuesday t hat is arraneed for inter­
national broadcast, which we p1•obably can •t .;et a&ain . 
So, i f it is possible - I am not saying that t hat should 
be anything t hat we have to change our plans for - but 
if it would be possible to wnp it up by Tuesday night, it 
r.ould be good . 

h . !.~ . JR : Vlell, nor. , is it agreeable to t hese gentlemen 
present, that if and when the fund is finished, we lhen 
have a Plenary Jession? And v.e Vl.i.ll let the gentlemen 
ln charge of public 1•el ations wot•ry about how they should 
get it to the public . 

LORD KEYNES: Mr . Secretary , I believe the pr•ogram 
VIe might well aim at wlll be a Plenary on the Fund on 
Thursday, a Plenary on t he Bank on Friday, and a conclud­
ing Plenary, v.: th the final act, on ~a t urday . 

UR . \'iHITE : but you also agree we can't noT/ look 
much further--

LORD KEYNES: I t 11 i nk it v.ouU be rash to put the 
Fund earlier. The Fund is much the most difficult, really. 

H.hl . JR: But, Lord Keynes, t here is nothing particu­
larly to be gained now t o do any setting of time until 
you gentlemen-- · 

LOJID KETifES: Well , it just depends. You see, the 
pace ;1e have got to go between ten o'clock this morning 
and the end is a good deal influenced by having some sort 
of notion as to the f.inal date • 
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MR. AChESOif : Mr . Secretary, could we think of t his 
matter of having a Plenary , and consider whether, if the 
Col!l!T.iss ion fi nishes, it couldl! ' t make an announcement to 
that effect? The reason I sugges t that is that you 
multiply meet ings and you have to have a final sessi on of 
the L:ol!l!T, · ssion , and you have to have a fi nal session of 
the Conference , Executive ~ession, then you have to have 
another meeting- which is Plenary for this purpose, and 
people are just £Oing to be go ing to formal me etings ; 
whereas, the purpose that you really want to get out is 
the announcement . Nobody outside cares whetr.er we me et 
in t he auditorium or not . Could r;e think that over a 
little bit ? 

ri .~.JR : I am not quite sure I understand you . 

~tK. ACHESON : Well, ~he ther it is desi rable t ha t we 
have Plenary Sessions before the final one is a matter 
which we might give a little more t hought to . 

H.M. JR : My i mpression , after listening here this 
morning - I don 't know what !.!r . Mendes-France thinks - is 
t ltat we shoul dn ' t announce anytlting now until we are sure . 

Is that agreeable to you? 

MR. MENDES- FRANCE: Yes . 

u.!:.. JR: Did I ask you about :>at t.rday or ~'unday? I 
am sorry. 

~. M]l,D~S-FrtANCE : No , no, but I agree. 

H.M. JR : I apologize. l•hi ch do you prefer , Saturday 
or Sunday? 

tm, MENDES- Fh.ANCE: I think Sunday . 

MR. \'.OLCorT : l was in your way. 

h . l.~ . JR: I looked at Mr . \',olcott and I could.n ' t get 
over t he bunker! 

85 

Regraded Unclassified



0 

0 

- 18 -

Well, unless there is something else, then - ~~. 
Kelchner, if you y,'Ould make tLe arrang!ments for us to 
stay here until Sunday - and I am sure ttat t hese people 
t hat you have will be in touch y;ith you as to when there 
will be a Plenary ::.ession and \~hen there sl.ould be an 
announcement, and so forth and so on . 

Mit. KEIL'HNF.k: n.ight , sir . 

LORD KEYNES: TY.o pleas I should like to put forward : 
The first is a rul i.ng from fOU that tnere shall be no 
official Committees or Comuussions af t er dinner from now 
onwards . I think it is t hese late meet i ngs that ~xhausts 
everybody and loses time. That doesn't mean no work 
will be done after dinner, but working quietly - preparing 
drafts. but carrying on controversy up t o late hours is 
one of t he reasons , J. tHink, which has brought us to t he 
present pass . l t hink an official ruling that there is 
nothine; put up to that board after dinner l'lill be very 
wholesome . 

H.l!.. JR: \'•hat do the rest of the Delegates think? 

!f.R. VINS(}l : I don ' t think i t ought to be completely 
foreclosed, Lord Keynes . I agree thoroughly that t here 
has to be some time for rest, but you might have a situa­
t i on that would develop - you might agree that there would 
be none, and then a condition arise wl.e re it ,.,ould be 
necessary to do it. If you have a Plenary Session on 
Thursd~ nigh t and Friday ni&ht, and a meet ing Saturday -
f inal meeting - you are taking a bood portion of Thur saay 
and Fr iday out of working hours . 

LORD KEYNES: Hut I should say that by special dispen­
sation of the President it could happen, but it doesn't 
mean the .-,; roup can ' t get together. I am proposing this 
not in order to decelerate , but in order to accelerate 
business . 

Mk. VINS, N: .l. don't t nink there should be an official 
pronouncement of t hat kind. 
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H.M. JR: May I admonish the uelegations t o try not to 
meet at night ? 

LOHD KEYNES: I hope you will do that . 

The other plea I put fOI'Tia rd I be lieve also v•i ll 
accelerate , t hat as far as possible, the head master 
should declare today to be a v;hole holiday . 'Lhat is to 
say, from official Commissi ons and Commi t tees . Everybody 
wants to stop and trJ.nk at this mowent . \,e want to have 
several gatherings wi th two or three t o talk over knot ty 
points . We want to talk with our OTID people . I haven ' t 
been able to get hol d of my technicians for t hree days, 
except for a fleeting fi ve minutes in the lounge . That 
is gang to lead to a great deal of confusion, I believe . 

Uk. Y.IHITE : That ca11 be easily arranged, I think. 
We have a Commission One meeting which I postponed from 
t nis morning to t nis afternoon.. \,e can postpone that 
until tomorrow morning . 'Ihat would sati sfy everybody 
because we have a lot of t llings to t ake up . 

Let Dean speak for t.ommission Two. The special 
committees cat. appropriately meet tomorroTI. 

H. !.:.JR: \.ha t about l.ommission On e? 

Mrt. .miTE : I postponed it until this af t ernoon be­
cause \\e weren ' t qui t e r eady for it . The special con:mittees 
ran into some snags . 'We can postpone that until t omorrow 
morning if we have t his f ur ther t ime until !>aturday ni gnt . 

l'low, that doesn ' t mean we have lost a day, in any 
sense, but probably gained some time , because we can do 
more work by ourselves . 

d . ll.JR: Commission One will be postponed? 

MR. WHITE : Unt i l tomorrow . 

LORD KEYNES: On t he whole, we di dn ' t want t o have one 
day . lie had one ye ster day in which we near ly brought 

87 

Regraded Unclassified



• 

0 

• 

0 

- :GO -

ourselves up to date an d made a lot of progress. The 
result of t hat meeting v.as v.e threw a lot back to the 
Draft ing Committee and a little bit back to other com­
mittees . and I think progress \\ i ll be helped by getting 
on quietly with those. I don't think there will be 
r eally enough food for --

!.1t. w·hi TE: We v.ould very much appreciate a delay 
in t he meeti ng of Commission Tvto , ourselves, because we 
have a lot of '~ork ,·;e would like t o do before the next 
Commission meeting . 

H.LJR: \,ould ,you like , then, t o postpone Com..ussion 
T~o until tomor row? • 

LORD KEYNt.S : I wasn ' t thinki.ng of having one day, 
anyhow . ~e t hought sometime tomorrow we would meet with 
Commissi on One . 

!l.r . Acheson, do we mind whether it is morning or 
afternoon - whi chever Commiss ion One is not? 

Mn . AC!iESOti : Yes, we shoul d have One tomol'rovt. I 
U.ink v;i th a quiet day v;e can finish tomorrow morning 
wi t h most of t hese committees and get some material up 
for the Commiss ion . 

H.!.:. JR: t.ow, what else Muld there be on t oday? 

MR. WHITE: 
Committee. The 
fo r . 

Special Lommittee and the Dra~ng 
Special Committee Judge Vinson can speak 

MH. &EhNSTEIN: 'Ibe Speci al Committee is through, 
I think, with its wo .•k . 

MR. WHITE: With the exception of the definitions . 

LORD KEYI~I:S : That is being ci rculated n0\7. 
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MR. NASH : That means no meetings today? 

li.H. JR: No t,;ommission meeti ngs . 

MR. NASH : The Committees r.i ll meet? 

Mk • . OLOOTT: Llr. mendes- France wants to know if 
t hat inc lud es Lon~i ttee meet ines. 

' !.lli. NASH: If it is a case of doing tv.o things, Mr . 
Secretary , eas in~ the pres sure on those who have been 
working t oo long; and secondly, get tin~ a chance to collect 
together t he men t h11t a r e attached t o the respective Dele­
gations, I t hink it might be worth'l'lhile postponing all 
meeting s. 

lffi. ",HITE: I thi nk that i s an excellent idea . 

LQJ(.D KEYN ES: I was hopi ng for that . 

MR. MENDES- FRANCE: I think t hat maybe lie could keep 
some Lommittees today. 

11. 1 . JR: Which ones? 

Mrt. MENDE3- FkANCE: Today at twelve is Comndttee Two 
of Commission Three , an d i n the afternoon is ColllL.ittee Two 
of Commission Tv.o, and i t was Commi ssion Three at the end 
of t he d1•Y. but maybe the ~ommission coul d be postponed, 
In this case you have two l.ommittees - I think it is not 
too much, an d c~ help . 

l:l . !. JR: What would you think, Lord Keynes? 

LO IID KEYNES: The Committee of l,ommission TM ought 
to meet today . It is a very small af fai r . I t hink t hey 
co4ld fi nish it certainly under an hour - possibly le ss . 
Tha t v1ould clean t hat up. And I think the Drafting 
Commi ttees will, as usual, have t o get along b~hind the 
scenes. 

M.ii. \',rliTE : Committee 'l'v.o i s a very important one . 
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Mk. AChESON : That is our ~ommittee and I t hink it 
would be very wise not t o have it meet . 

LOiU> ni'NES : I agree to t hat. 

ii .;.J. . JR: Just a minute, please. " hat about the 
tr.el ve o ' clock meeting? 

!lilt. 1!EHDES- FHANCE: t.ommittee Tv.o of Commission Three. 
' 

il. !.'. , Jlt: 'fhe bel ve o ' clock meeting will be held . 

Now, Mr . St epanov? 

Ma. STEPANOV (Interpreter) : J r . Stepanov says it 
w:ll be correct to postpone all t he meeti ngs today of 
Commissions . but since r.e •. ave dec· ded to leave on 
Sunday doesn ' t mean t ha t M r.ill have less of tuese 
Committee meetings . ~r . Stepanov's position is t hat i t 
woul d be wise to postpone (..omrnission One and Commission 
Three and ha ve these me etings t omorror1, but tha t the 
Com~ittees l~d better mee t today, including ~pecial 
Committees . ' 

n. !!. JR: Well , t he helve o'clock (..ommittee has 
agreed t o meet. "bat is the one tb is afternoon? 

UR. KELCHNEk: Committee 'Iwo of Co!ILui ssion Two and 
Commission Three . 

I am r.ondet•ing, since Commission •hree has not met -
the personnel ,.,ill be different i n most i ns t ances f1·om 
t hose of Com:nission One and TM - could not Commiss i on 
Three meet this aft ernoon as scheduled , because t l,ey are 
not the peovle, in most instances, v.ho have been under 
tnis terrif1c pressure~ 

LORD i<r.1N.~:.S : I t hink 1 v.ould prefer t hat the 
Co~~ttee of Commission Two did not meet t oday . 

li . M. JR: l.ommittee Two of Commissi on Three at twelve 
o ' clock - you woul d like t ha t to meet? 
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(General agreement) 

H.!!. JR: Then t ne next meet in~ i s two-thirty -
l..ouunittee Two of Commission Two . tihat .about t hat? 

MH. ACHE.:DN: That should not meet. 

LORD KEYNES: Should not meet. 

lb. STEPANvV (Interpr et er): 1-~r. Stepanov says Lord 
Keynes knows t he work of this Co~~ssion be tter t han 
anybody else, so if he thinks it is nece3sary to post­
pone it, then tomorro~ ~e had better do it . 

H.':. JR: Then Commission Three 1'1ill :1eet at fi ve 
o ' clock . 

till. AC!iEOON: All right, sir . 

M.a. NACH : Vthat Convnission to meet ? 

H .~.i . JR : Commission Three . 

!.!.,. NASil : There is some work to do, an d I don ' t 
t tJ.nk it would be YIOrthwhile breaking your rul e to ha ve 
a meeting of Commission Three at five o' clock t oday. 

E., .• JR: You think Tie had bette r not? 

MR. ~TE : I think it coul d be postponed. 

1i.lt. NA:3H : At tl.is ~oint you really br i ng everyone 
in t here i f i t is a Comm1ssi on meeti ng. 

LORD Kl!. .. YNES: I t hi nk if i t is a clean whole holiday, 
then everybody understands it . 

llli. MENDES- FRANCE: This Committee at noon can be 
postponed? 

u. ::.. JR : No, .t..r , Me.ndes-France. .it twel ve o'clock 
there will be a meet ing of Committee Two of Commission 
Three . That is all . 
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!Aii. llEl.DES-FRANCE: Then in this case it s hould be 
better to postpone that. 

Mlt. W:UTE: I think t he re is some advantage in not 
having a perfectly clean day, Mr. Secretary. 

MR. NASH : 
night by having 
ln a few. 

I t hink you will be farther ahead tomorro11 
a c lean day today than by trying to work 

!.ffi. '.~hiTE : llr. \',hite says be thinks t he re should be 
a meetin~ at twelve o'clock. 

D1t. KUNG : I t hink so. I think the twelve o'clock 
meet ing should be. held. 

MR. KELCHNER: That is a new group . 'lhat i s a group 
t hat has not been working. 

H.M.JR: Then I t hink we maybe better have the. 
twelve o'cl ock meet i ng, Co1nmittee Two of Commission Three. 
Then 11r . Kelchnet' will do his work . If he needs any legal 
advice, I offer him 1~ . Oscar ~ox to assist him. 

1lli. • .• HITE : I wonder if you need the Army'/ 

l!h. J,~cDERMOTT : dr . Secretary, before we adj ourn I 
t~ink it is awfully impor tant the way this is announced 
to the pre ss . I thi nk Lr . Kelc loner needs a little tLne, 
and I am af raid i f we break up and go to our various 
Dele~ations and fan the word ar~und, t hat it ~ill come 
out 1n the nature of rumors, and I think it 1\0uld be well 
if the meeting could leave it t o the Chairman of the 
Conference to make t he announcement , and not to fan . the 
word around until then . 

MR. VIN3.>N: The announcement should be made as 
promptly as possible . 

~ ~HITE: It will be pretty hard to keep that infor­
mat i on from leaking out . 
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d. !J, JR: We 11, if you gentlemen could give Ul' an 
hour in which to give Mr . Kelchner - a half hour? 
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Mh. A~HESON : I s~ggest that he take about five minutes 
and we wait until be gets the announcemen t, and then come 
out at the same time we come out of t hi s room. 

MR. VINSON: I second the motion . 

hffi. WOLCOTT: Mr . ~ecretary, you are not postponing 
the last i tern on the agenda fo r the day, are you - 10:00 p.m.?,. 
(Laughter) 
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The President of the Conference today r eviewed the 

status of the w:>rk with the Steering Coneittee of the 

Conference . It was the unanimous opinion of the heads 

of the Delegations consulted that agreement on all matters 

of substance would be reached by \'lednesday, the date set 

for adjournment , but that the technical and drafting work 

will require several more days. It was decided that a closing 

Plenary Session of the Conference will be held on Saturday, 

and thet the Delegations will leave Bretton Woods on Sunday . 
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.iRMY EXPENDITURES IN CHIN! 

Present: Mr. Vincent 
M.r . Adler 
Mr . Luthringer 
~irs . Morgenthau 
Mrs . Klotz 

Bretton Woods , N.H. 
July 17, 1944 
11:35 a.m • 

H. !U. JR: ·hat I want to say is this, so I make my­
self plain. You did a beautiful job of drafting. I 
have no suggestions, with the possible exception that 
I would include the name of General Carter . (hefers to 
attached draft of telegram to the President , dated July 
1'7, 1\:144 ) 

MR. VINCENT : In the thing? 

H.M. JR: In the draft. And I think a.lso you had 
better make notes, because this is jus t for my memory. 
If you Ymuld include the name of General Carter and 
General ~lay for the Presi dent ' s benefit - I don't think 
he knows who they are . Give their positions . Then I 
would also like to say , for State, that J.Uo . Vincent, 
Chief of the Chinese Division, who has jwt returned f r om 
a trip with Vice President Wallace - so the President 
knows that you are back • 

.MR. VINCENT: All right , sir . 

H.M .. TR: So that he gets the flavor· a little bit more. 
You will be in Washington, y,·hen ? 

Ml\, VINCENT : It depends on whether I get out of here 
at four or not . I may have to stay tomorrow i f I can ' t 
get any accommodations on the train . 

H.~. JR: Are you in a hurry? 
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MR. VINCENT : I am not in a particular hurry, but I 
t old them I woul d be back Tuesday noon, and short of any 
good reason for staying--

H.J.I .JR: We are sending a car to Boston at helve­
thirty. 

Md. VINCENT : But I can't cancel the lunch r.ith Kung . 
Be wants to see me before lunch. l am doing some work 
with the Chi nese down here, and I don ' t think v.e wi ll have 
much trouble having them come around to our point of view 
on this . I think lie will get a settlement in forty- eight 
hours . 

H. :.:. JR: If yJu would ph ase call on l!r . Bell - and, 
Yrs . Klotz, remind me - I Yrant l.lr . Bell to be brought up 
to date so he wi ll understand this t ning . If ~ou would 
explai n to him the purpose , and then , Mrs . Klotz , if you 
will tell me, I wi ll tell Mr. bell how to get at t he 
President. But if you would call Mr. Bell , hand him this 
document, give him the background and the flavor of the 
thing, so that he knows--

MR. VINCE:IT: Yes, sir. 

li. M. JR: t\ow, am I right , vmile I have you three 
gentlemen here; let me just get this thing straight, that 
what Dr. Kung tr~ed t o do - .never mind whether he was 
sincere or not - was to flash a statement on me of a 
memorandum f rom the Chinese Government to the Ambassador 
which he said made the point tltat this Chengtu airfield 
was exclusive. Acd he came back to it after lunch that 
this was the thing . And he said, "You haven ' t answered 
me . " 
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Then we di d answer him and sho?>ed that not only had 
the Ambassador turned him domJ, but t hat t he State llepart­
ment confirmed what the ~bassador had done . Is that r ight? 

l.IR. VINCEI\T: That is right . 

H. M. JR: And, f urtl.ermore - I just want to get this 
straight- -
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!.Lt. VINCENT : Before you go on, Mr . ~ecretary, t hat 
referred to an all -over tabulation; Chengtu. was included 
in that . 

H.M. JR: But he made t hat . 

MR. VINC~T : But it was an all-over military settle­
ment , and the settlement he suggested v.as unreasonable and 
unsatisfactory . 

H. ~:. JR : But he made it. A:Jd then later on in t he 
afternoon r.ben we , so to speak, caught nim red-handed, 
this moon- faced fellow said it never referred to Chengtu. 
He said that t hing didn 't refer to that . 

YJt. VINC~~ : In particular--

! .~.JR: Then when he saw they got caught red-handed, 
then he tried to say that thing didn ' t refer to i t, anyway. 
Is that correct'? 

!lit. V!llCENT: I wouldn' t want to say that,but I 
could ask Chi , himself. 

H.li. JR: ~hat t he fellow himself said is unimportant 
i f I have t t e thi ng in t he morning correctly. 

l!Jt. VINCEIIT: I would not want to say tba t Kung 
tried to give t he impression t hat the conversation bad 
particularly to do wi th Chengtu. I v.ouldn' t want to say 
t hat, Ur. Secretary. 

MR. ADLER: I have found Dr. Kung to be shrev.d on 
what he is trying to ~o, but he is utterly irresponsible 
in his use of details. He doe sn't take the time to 
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mas ter them. If be did take the time , Ylhether he could 
master them is another questi on. He is utterly irresponsi ble. 

H.M.J R: But Mr . Lutbringer, am I right or wrong that 
he was t rying to use that as an argument t hat we should 
pay for Chengtu? 
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MR. LUTH!UNGER: It was my impress i on, Mr . Jecretary, 
that he referred to t heir reasons and willingness to 
accept the Lend- Lease agreement , tried t o make that a 
commitment on our part that we r1ould fin ish t he constr uc­
tion of all airfields . Now, I don ' t recall that he tried 
that specifically with Chengtu. kY recollection ~as that 
he tried to hang Chengtu on t he conversations in ~airo 
more t han on t hat general Lend-Lease . 

h • •. • JR: That isn' t the impression I got . 

MR. VINCENT : \',ell, I have the impres sion of Lhis latter 
conversat i on when he was trying to indicate that he had 
made a proposition ;mi ch had never been given cons ideration 
back in Washington . 

!.41. llJ'niiUNGER : 
it . 

ne had forg otten that we had re j ected 

H •. !. ;JR: Dut didn •t you say t hat the rejection was 
delivered to him and the language was so strong, that he 
got ve ry angry? So he must have read it . 

:.Lt . VIUCENT: I thi nk he read it, myself . 

H.LJR: You said iihoever delive red the re jection to 
him said he v1as very angry. 

M.R. ADLER: Yes . 

ll~t . VINGENT: I have the memor•andum of that conversa­
tion made by our Counselor of' J::mbassy Acheson, v.ho v;as 
there , too. EverJthinb that took place i s up in my r oom 
at the hotel . Would you like to see it ? 

H.Ll. JR: Uo . · .. nat light did that throw? 

l.ffi. VINCENT: Just exactly that . Acheson had to say 
what he was told to say, which was that t hey considered 
hi s proposition unreasonable and unsatisfact ory. He said 
he couliln ' t believe that kind of r e3 '?ouse could come out 
of - whether he mentioned the Secret ary, or Tohom--
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MR. ADLER: The :lecretat'Y . 

d.M.JR : I agree with you that this t hing he kept 
talking to us about was all- inclusive , and didn ' t parti­
c llarly refer to Chengtu, but he was hanging his whole 
argument on that, and when he came back after lunch he 
said, "You haven't answered me on t hat . " 

We will look' at t he minutes , just for my own inter est . 
You study the minutes, will you please? 

MR. ADLER : Yes . 

H. l.I.JR: You feel that there is a chance of getting 
him to accept? 

Mit. V:r.\CEliT : I would say that I t hink his whole 
group of advisers there that I know - I had breakfast 
with on e - are trying to ur~e him to go ahead and accept 
i t. l am supposed to see h1m before lunch . He w~1 ts to 
see me, and I have taken the point t hat they are making 
a ridi culous point out of nothing here, and that they would 
gain the f avor of the ~•ar Department if t hey come out now. 

I have told them they are Going to get nothing els e, 
anyway , t herefore to keep this thing open i s simply build­
ing up ill-will . 

H. 'J, Jit: Do you mind saying to hi m that I lta ve asked 
y<1u to come down and escort me? 'lhen you can whisper on 
the way up what the last word is . Come down, please , a 
couple of minutes to one. 

lffi. VINCENT: Yes, sir . I t is a quartet• past one, 
I t hink, wr. :lecretary. I \'.ill let you know. 

tm.S . MOIDEt>THAU : It makes a lot of difference. 

rl.H. JR: Thank you . 

Now, l:iol, I Ylent down and tried to get some air last 
night an d ran into r rank Coe . 
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You started to say sometr ing about our fi&ures show­
ing that we have already paid for th is airfield - I am 
not JOi ng to try to pronounce the name any mor•e . How 
do you get that way? 

MR. ADLER: We fle'fl t be money in . In order to pay 
fo r all t he vtork on t he airfield at t:hengtu - t he Central 
Bank needed the notes and t hey Vlere sb:>rt - VIe had. to fly 
t he. money in from Inpia . But , actually, s ir, l have 
checked up on that, and Kung' s proposal all ows fo r that . 
iie says we are offeri ng him one hundred and twenty- five 
million for twelve billion, and he wants to take four 
billion yuan out of tbat twelve billion and do somet hing 
wi t h it . 

H. :!. JR: You have to say t r.at again . 

Mh. ADLER : We 
twent y-five million 
twelve billion yuan 
f i el d. 

are offering him one hundred and 
dollars for twelve billion yuan . 
includes the cost of the Chengtu 

The 
air-

H • .M . JH: Didn' t it come to more t han helve billion? 

llrtS. KLO'I'Z : 'lha t is v,hat he said yesterday, twelve 
bi llion, and when he got t hat tl~elve billion he deducted 
four billion for other airports . 

lit. ADLER: That is right . 

JI.RS . KLOTZ : \',hen he lis ted the figures . 

Mlt. ADLER: It v1asr. ' t Chengtu . 

MRS . KlOTZ : He started off by saying t hey spent 
seventeen billion and from t hat he deducted four billion , 
that made it thirteen plus. 'l'hen he took off one billion, 
nine for the maintenance, and that is how he got his 
twelve . 

H. M. JR: But we ar e not recognizi ng that we have t , 
pay for any other airports . 

100 

Regraded Unclassified



• 

0 

0 

- 7 -

Mk. ADLER : He is ~ot claiming for that . 

MRS. KLOTZ : lie deducted that . 
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H.M. JR: But Dr . Kung admitted here , after .t his little 
fellow said what about the other , he said, "Are you going 
t o put in a claim for that?" He said, "No, definitely, 
t ha t is out . " 

So I sti ll come back to the point, i n the f igw•e of 
one hundred and twent y- five million, can we show t hat we 
have already paid fo r t he Chengt u airport? 

MR. ADLER: Yes , we can . 

1i:!. a. ~TR : How? 

MR. VINCE!IT : I want to say something t here . The 
very fact that we flew the money in doesn't mc!n v:e have 
paidfor i t i n t J,at sense . It 1neans we cna rged ourselves . 
VIe flev1 the money in , but t hat is all within the helve 
billion , we will say, in round figt~res - which General 
Clay has as a fi gure , and wHch they more or l ess accept -
but Kung, because of his Chengtu argument about the fields 
being outside of the ~eneral understanding, ~ants to take 
f our billion of that twelve billion out and, if he accepts 
our proposit ion , claim that later in rteverse Lend- Lease . 
But he will completely exonerate the Army - I mean , a 
clear bill for the .~t.rmy - but he will pull out fou r 
billion so t hat whattt actually r educes to is the hundred 
million, or one hundred and twenty- five million , if you 
want to call it , for eight billion rather t Lan twelve. 
But it is a comple te settlement of ~hat he considers the 
Army owes him, but he i s going t o make a claim later for 
t he other. 

l! . l.' . JR: The way you put it mak es less sense than 
ever. 

Mlt. VINCENI' : I am sorry. 
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. i!. 'L! . JR: No, I mean less sense fr om t he Chinese 
standpoint. It strengthens the .American argument. You 
mi sunderstood me . I am not sarcastic. It stre .• bthens 
our argument and makes less sense t.o the Ghinese argu­
ment . 

Mrt. VINCENT : It does, except that he keeps going ba~k 
to the fact that the Chengtu airfields are outside of any 

twenty- five million a month which the President may have 
men tioned , and therefore he is saving his face and he 
hopes to save fou r billion yuan in this neverse Lend-Lease , 
wnioh I don't think he \U l l save a great deal of, but 
nevertheless , it maintains his point, but gets him no more 

· money. 

H.U. JR: Now, let me ask you fellows - if we say one 
hundred and twenty- five million dollars represents twelve 
billion yuan , that is what we are saying, isn't it? What 
does that mean ? 

MR. LUTHIUNGE.R: About a hundred to one. If I don 't 
confuse the picture - if we went along with Kung, you 
pull t hat do"n to about sixty-six to one . lie wants to 
be able to say to the Generalissimo, "I am a pretty good 
bargainer. I offered them sixty in Chungki ng and they 
turned me down , but I got sixty- five in America . " 

H.M.JR: And credit the other? 

MR . ADLER : The other four billion to 1~verse Lend­
Lease. ~'hat is vlhat he is trying to do . 

H.M.J R: I don 't agree with you people, but you 
most likely are ri t ht and I am wren&• I tr~nk the man 
knows every minute v.hat he is doing, but you have been 
over there--

MR. VINCENT: I think he knows what he is doing . I 
am not ready to admit that. 

MRS. KLOTZ: He meant on detail . 
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'llR. ADLER: Yes , on detail. 

H.l, , JR: But as I reme1abe r when he first started 
to expl ain this thing to me , it was to be sixty to one 
in cash and the other sixty to one was to be in lteverse 
Lend-Lease . Is that right? 

Mit. VINCENT: That is right . That was one of the 
propositions. 

rt .M. JR: And if he got the four billion set aside, he 
v.oul d practically have t hat , 

MR. VI!lCEl\T: He has split t he twelve billion one-
third, tr.o- thirds ; not i n half . 

H. M. JR: \lell , anyway, of course , i f somet4in~ 
changes we still don't have to send t hat cable unt.Ll you 
get to ~ashington . After all , I have flenty of time to 
send the cable - telegraph to the PreSld'ent and get i t 
there - I mean, by tomorrow. 

Do you want to add anything? 

J.tt . ADLEH: Just one other tUng, sir, v.hich you 
mentioned yesterday - t ha t he has people watclung him. 

H. :!. JR: The Kuomirgtan~;. I apologize once and for 
all for my . hinese ~ronunc1ation . But the political 
party is r.atchin& h1m. The nussian system--

Mh. ADLER : It is mor e per sonal than the Hussian 
system. Some of his enemies 'fJould l i ke to see him slip. 
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H. M.J lt: How foolish to bring your enemies Yli th you! 

~Jl. ADLER : In the Chi nese system you pay more, respect 
to your enemies than to your friends . 

H.M.JR: I an. afraid t hat is t r ue in this country, 
too. 
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Voell, thank you ver-y much. 

If you ~i ll come do~n and bring me up to date-­

MR. VINCENT : Yes, I will come back here . 

MRS . KLO'IZ: It is Ole-fifteen, definitely. I 
checked that. 
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Secretary ot State HUll announced today (July 17) 

that exploratory conterencee on or ganizat i on ot a world 

aecurity agency will be held here (Washington) , probably 

early 1n August, but that Rueeian and Chineae representative& 

will not participate 1n the aame meeting&. 

110 

•The t our Government& signatory to the Declaration 

ot Moscow are agreed that informal converaationa and exchange& 

ot viewe on the general aubject of an international security 

organizat i on will eoon begin i .n Washington, probably early in 

August. 

• rt has been decided, following d iecuaeiona with 

the ot her Governments that the first phase of the oonveraat1ona 

will be between representatives of the United Kingdom, the 

United Stetes and the Soviet Uni on and that conversations on 

the aame aubjeot be tween representatives of t he United States, 

t he United Kingdom and China will be carried on either at the 

a ame time or shortly thereafter. 

•These oonveraat1ona will be f ollowed by ~ieouaaiona 

with the other United Nations, • 
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No h in NOpoDIIO to JOW lo\ter ot July lO, lfM, 0~ 

\be -JIIIIor ot ory wbioh attended tho 1 .. '11Alloo ot NYiood o.o.t • 
..._ral Order lt. · 

Qlllto Jaftl'all.7 I -• ourprUod to oM a otory pubUol.7 
orit1o1d»c the troaov.l')' Dopart•nt•o ~WO of onra raUnM ..Up­
-'• I - appnola\o tl!at 1\ -.. .n JOW 1nteldi10D to 11110 
the p~tbllo pi'Mo u a ...,__ tw oqi'MolJtC dlo•Uetao111u wl~ 
wr lind ooUlJtC ,., .... - tilt':&" a 01 1 ihtt olallar 1\oa 
..,..,.l»c in ~ J11M Uri Mltlea .t ·~•o IU• had ...._ 
oallod to -., at\ODUon oarllor, It 1o .tDr'-to ~t the ~ •oao ~ thlo _..oroo publlolt7 lo lrroparablo, ~ I wloh to \baak 
JOII t.r JOW UOW'aMO thft t.hlo OOOIU'I'OIIOO 41d 11ft l!a'N JOW 
poro..al O&llotl ... 

In •-oot1• wlth the ...... 4 order, I tool ~llod to 
lni110 :rwr at~\lOD to oo1'11a111 llaolo ooaaU.Ntt.G 'llbiell ~ .n 
lla'N ...._ proporl.7 wlclaod ~ :rwr natt "'- e'r1nc tM ro.-
oM p1 Sa .,.., roplau .... 

M tho loorotol7 ot tM troao1&17, I • ollarpd w111h t11a 
rOOJ nl'IIUl'J" hr Nlol»c the .all¥ 'IIUUOB8 ot dollaro roqlllrod 
to pruoooM We..... to oatlotutorl!T portona thlo tuk, I 
II&" oallod 11pe11 _.,.._ ,.... - be ot uelotuoo 11o •· It hat 
'lleoa IIIJ .. ,...,, hope to uhlo'N .._ olljM'l- eiiiiJ proca• 
'llbilo fi'O""l»c '--loua nlaU.. wltll all ~r aa-loo ot 
tM ,...ral loft.a t 01111 tile pu'llllo at larp. I l!a'N wl....S 
--.nl'N .._..u- tna all OOtU'OIO 01111 iatoM to OGD\,._ 
wlta. We pollo7, "-' • ta..- --., I UaU 11111~ noln 
tM ar'llltl'lll')' oatoro t ot 0111J ropl&UOD '11111• proJ-odlooo tile 
dMllT 1Jipor\lul\ wwk ot .. tl'oa11&17 --~· 

In IIIJ .S.W, Ul omafJatlOll ot tM tao\o Will .n ollfiiW"' tile 
allep\loa \M\ ~ &IOIMI)' O'IW aiNood tM prlYlllp ot .. lJic 
8JIIlal rall,.... \NuportatS.. , rv -,plo, clurlJtC 11M ftftJa 
..,. r.ou 1r1" w -.1.,.. "' n ... , opro Pial~ ...... all ot 
._ •" t• • to roplar v.w, _. 't~aroo at ..._ -.,w • 

111 
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111U-.,. pareo-1 par\lolpa\bc lA wr llrlw. 11aret7 :pou will 
acre. ~t \bU 1a DDt aa _ .. ,,.. tl n1 oa eql&l~t ...... 
..uured •p'"'' ~ reoult ot 161 aUU.OA wonh ot utN W 
eoloe lA 18 olUoe. It S.. a oerS..o ot projeote aaoh u the a'boft 
wbl.tl aro len•hed ~- a W drift •• a- tor 
.... lopill& a b ' •-l- publlo, oull projen tonalalc aa 
lAlloCJ"ll ,..,_ ot a •ret'I&U7 •-Uai"M MUoal procr- pl• ~ 

lr7 .-bare ot 'a¥ otott f114 ,.... c" \o bo DO•-,.•IU'7 \o tho -••• 
ot a tlrln ia'lolnac ~ ot 11a bUUu or ..,.r. 

It S.. llf' hope ~- •u a••ahtraUn' ot the uoDtlocl order 
Will be u .. ral -ll&h w parlll\ ,,.. froao1117 llopl.•' 11\ w ou\alal 
.a. attooti-•• ot ito 'lloDd oollbc driwo. We ohall -ts-
'- bold to 1lbo "'- \bo\ our llod 1o 1an\rl•bl7 'bolllld w tbo 
ar attort uti tbat 1t bolda oun a blch plaoo lA that effort 
\bot .. --t poralt 1' w be lAjllNd _, ~ Wllbae oaroioe ot 
replato17 .,.or ou ~ part ot wba' w _, HWt upoo u a 
-poNtiac • pa-•t ot our ,...ral ...,..,._.. 

/s/ 

-.rablo J. • · Jolulooa 
D:t.re.Wr, ottioo ot Dot.uo 

traupartaUOD 
'lllllab1llc'oa, D. 0, 

81Morel7, 

1 2 
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I I ~ 

tile I rata" a.DJ')' llor£011\hav., Jr. • 
10--., ot t ho II'MaW'J • 
W.ehtnstoa, D. C. 

I -.. utoo•...tM ,..to~ '- rw.d ill ~ papere 
aa U'11ie", .t1rel7 _,.tborb .. , arltlohla& \be lrw.MU')' 
... Wiu' Depai ' '• tor tbe o:Rn.ftpld uoo fit railrwl 
punacar truaportaUODo 10 tor u I haft 'bM!l able to u­
oonalA, WI at1017 dld DArt -to troM Wa ott1Mo 

I buton to UIVN 70\1 that liMN 1a IIOtllliiC tlaJ:w 
ta-r,.,._.,~~ to oritlolH OlliJ' eo....-tal ~ 
,UUol7. theN an 1loWI4 te ar1M uttoranna, .-, ...._ el 
autt1o1at -•· I will tan liMa ap with tile baa4 ot tile 
~~ohM. 

I ..U JOil to a- that I"'"' a..-laclT tllat 
tb1a poabUolt.F -VJ"et. I will talDa 1 Haw atepe deolpN 
te cuaM •piNt Npet1tl-. 

,.,. NN1A117 JOur•, 

/1/ J. L Joh=na 

J • .... ..., .... 
D1 .... wr. 

' 
\ 
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TREASURY DEPARTMENT 
114 

INTaR O~E COMMUNICATION 

DAft J ul,y 1 ) 1 1944 

TO Secr etary t•or genthau • 

fFIIO N ""'""'V 

0 

0 

Pernith Johnson's letter and prooosed repl,y. l understand from Ted 

Oamble that ElmP-r Davia would like to have 11 copy of your reply to Johnson. 

Perhaps Johnson halltened to disclaim r esponsil>Hity for the newepaper i tem 

when he re called the Pr esident ' s instructions i n t his r espect. ~enclosing 

copy to refresh your Jr•emory . 

l'nder the new rei!Ulations issued Ju.l,y lOth , the State Departr>ent y ill 

be obliged to procure t.,e equiJX!"'nt necessary to return the !.'retton Woods 

nelecates and assistants from Jo~so~ rat~er t.,an from the r ail roads direct . 

Thh m1 :;ht ha•re se r ious co111plications if Johnson cets tough . I have >rarned 

Y.rlchner ' s office of this possi bility . 

You called the Special Train o<'!' 1n the "inh !far Lo&n, yet Johnson 

g .. ts the crecit for tll\~ in the little itell' 8?'le8ril"~ in "Printer's Ink" • 

~• ted June 2Jrd. ~ all indications, our deal\~-= Pith the O. O. T. pr~ise 

t o be difficul t as wo 'lnter the Sixth "'ar Loan . 1 have nPver been i"'pressed 

by n . 0. T. •s l"•thons o.f controllinG the t r ansportat ion pr oblem. J.side f r om 

permitting mill ions of oersons to t ravel f or pur ely pleasure, ther e are lit tle 

inconsistencies such as runnin!t simultaneously out of '7ashington and Philadelphia 

a al~eping car P~eh ni~ht at l :JO A. l . for the convenience of passengers who 

wish to sl eep between these ho ooints, wh ich 1n r unning till'e according to the 

run of the Con3rcssional Limited is two hours and sixteen minutes . This does 

not appear to be good utilbation of this type of equipnent, yet tho practice 
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continues 'IIi thout disturbance by 0 . D. T. n,ubtless there are 1:'81\Y siMilar 

examples of this type of extravagance with rAil equipnent throu~out the 

country. Jt can be seen from this one eXSJllple that 00 sleeping oar ni!'}lts 

pe r !1\0nt>l are being tied up on tris "luxury" serv1.ce. 'I'Ms al"ount of space 

is greater than our r equirEMents for special equipt~ent curine the entire 

Fifth l'!ar Loan Drive. I am sav1.ng this as a .future argument. 

115 ' 
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"Dear Sir: 

•on August 21 , 1942, I sent to t he head of each de­
partment and agency of t he federal government a letter, cop,y of 
vhich ia attached. 

"I call your attention to t~ atateoent contained i n 
that letter that 1 diaagreezent a either aa t o fact or poli cy 
abould not be publicly aired, but are to be submitted t o me by 
the aJ!Propriate heads of the conflicting agenciea. 1 llotvith­
s tanding t hese posi tive i nst ructions , d1NI€re~nts between 
aeenciea have been publi cly ai red on several occasions. 

"I realize the nervous at r ain under vbicb government 
officials are working in war time but I cannot overlook any 
further viola tions of my i nstructions. ~ this letter I do not 
place any restrict ion upon your furnishing statements in 
response to Congressional in~uiriea. But if when you have a 
disagreement with another agency aa to fact or policy, instead 
of submitting it to me or submitting it to the Director of War 
Mobilization for se t tlement under the terms of the Order creating 
that office , you feel you should aubmit it to the Presa , I ask 
that when you release the statement for publication, you send 
to oe a letter of resignation. 

"If any subordinate of yours V'iolatee my i.natructiona 
in thia ret;ard, I shall expect you to aak for his i=ediate 
reaignation. 

"I ao sending identical letters to the heads of eve17 
department and ll{;eney of the covernoent. 

"Sincerely yours, 

F. D. R. 

July 15 , 1943 

• 

116 

Regraded Unclassified



0 Ju!¥ 17, l~ 

Or1c1ul to Mr • MoCOIUlell 

Photoa tata to& :· D. ~.u 
• Gluaer 

' w/- U ..,.r.-~ f' R._ r)J-o ~...,. • J 

Q,r: ,}o '-"' • p. .._,._ ('J,J 6 

lN v ~ (1- ,_J NV" ( \..No- <I/~'--
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CI!lC!JMR ill!!liWI 
TillE, ____ _ 

TO 
CERUIII JJIERICA!f DIPI.OIUTIC OPFIC!S 1 

J~ 17, 1944 
9•20 •••• 

8'5STR!CTED 

Alll.Jieaeacea Mnt on behalt ot r.preMntatiwa ot 
the War Ratucee Board and ••eace• r.latillg to the 
operations ot the Board should be taken up 1n 7ot:rr 
reeualr aocounta tor rei.abura .. to b7 the War Retupe 
Board 1n accordance with Section V-45 ot tbe Foreign 
Service Regulations , 

Plaaae aubait by airgru ca.pleta :U.t ot all 
•eeapa which 7011 ban Mnt 1n the Board'• intateat, 
aa a taW a bow, ~iring IJIIIlber and data. 

HULL 

apt 

:r ... :EP'fi:FE 7 I 6/44 

PLEASE SEHD CI.RCtJLlR J.lBGJWI TO Till POLLOIIIIG J.W!RIC.U 
Dll'LOIIATIC OrriC!S1 

J.lciera 
Ankara 
Lie bon 
London 
lladrid 
Stookhola 
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!0 •"'"'!IO!lW'IUIOB 'roR ,lC'QRMAD AJI) 8&10B A! AIDIIRS J'BCII UJl .._ 
IIQ&JID. 

PlM" reter to ,*41'14 1 • 392 to .t.lc1a'• tor .lolwraDD aD4 

l!lazoD urc1na that a ~t.nt be obtt1_, tiro. tbe FniiOb tw tbe 

naOII&tioD tiro. SpdD ~tiro. 25 to ~ atatala" ref'upea 11o141 .. 

at Spm1ft porta to -ta Fnub nhpea to llonll .&trloa, 

Baar4 auguta tllat 7011 - JOUI" vteon etfftlrta to obtda 

tiiU ~tllut tiro. tbe l'reula. Plaue a4YUe • ~ _, 41ftloultiea 

TBIS IS 1RB O.&BQ TO .liDIUS 10. )4. 

/ 

''" .... ,. 1'7. 1"' 

' 

• 

UP ........ '7/rr/44 

/ 
I 

, 
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RANIA 

DA!IDI ~ U, 1944 

RIC 1Da ~ 19, I a.a. 

~. 

~-1SS1, JUl7 17, 2aSS P••• 

JleteHDoo DeparlMat'• cirCIQJ.ar airll'U, ~pril 1S, 7 P••• 

Ple&H pn M detailed iJit-tioa 00 to tale 
pi'OOeltlare wbioh woald bo followed 117 tho War JletqM 
Bea1'4 1a wlr1111 t'Uida aftilablo tor tho 111.pport ot 
•- 1000 rot\lcM ob1l.4roa it tho Ollban Govw •t 
...... , qroo to tbe1r •tiT· I IIH4 Wo illtor-ti• 
1.a ~ wi~ rq 41-aoiou ot the attar witaa 
Ca'bi.Mt ott1o1ala u4 tM PrN14oat. Dupito cODt1mhc 
ottorto I ban aot 70t boa able to cot • 4otia1 to ac­
coptuoo ot tbo propooal. 
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... 1'1.611 

aMile ~7U.1tM ...... ..... 
ftll .. IUIJ- 1GA1D 

llr ... ._, 2 r- -. WIIIM tile 2llllluo7 
wltll a .., of a ..-lo reoel._. .., a.ia ,.._ 1 vw-
_,. ftloMla llllta bWr pvw tal o-.l"-o 
r.,.. ... -.u .. 1a -Uporo " rnf*-1 a ~· 
tllat tile,..,..._ .... at Jll•sJo M altuf. llllta 
..,. tile .... - a.u. too ,.aaol0 tllat '"• M 

of ~ latoi"Mtl~ ou .... u- • •"' larp 
-uac-u ar. to • •4••te• ... tan •n17 -.s.n-oo et orpohaUoa to oare fu IOOe,... 
•• b on 3aotift•'- loHal •n•a • ot .., 
ro1 11 lloolll& lt and troutorria& tllo too boo 
rtWo - al"lll& .... la IIIW' ... Jlal0111lao ... 
to ...viOl wlUlll& to NOol .. *•• 

, 1 Ill ... ...,UM tllat ....Uoa of tile ,._,.. 
ot tile .... b - Jriau'117 r.r ...,..1_ oM lrt.tiola 
loww h la onr 1~11 Wltll JrMtll auillor1Uota 
t111at llatu •"' l~ -~--- hae • lutnoott.. '- P" Mt r.olo tllat ~oloo w tloto tile .., 
- wul. - pr-taro. 

WIIIAft -
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~otst.w, 
Wulai.llctoD. 

s6~, S...ateeath 

PUIII 
Loa40D 
Dat.cl 
&.c 1d 

.1114 17' 1944 
8al0 P·•· 

&.tri.butioa tor w.r crillea ia diac:u.aed bT 
aditoriale 1a NBIIS CHRONICLE AND DAILY llliL. Po~r 
paper pleoea particular e~baaia on inhu.n trqtMnt 
ot Jan at banda ot Nalia. 

&.terrin& to li&IILJicton coatir-.tion ot reporta 
ot- k1111nge ot J ... bT Nasta and tbair Buapriu 
Quialiaga, IIEIIS CIIROIIICLE 1t. we 1 

•tar. Cordell lflll.l 1& proaiH ot retribution COMI 
none too soon. With tba Allies ewel tr.. ti&ht.nin& 
round GerM.Il)' aJQ' out~ eoolurure Rasia -t baft 
read the writin& em the w ll. * * • • • HUIIpJT 
b DOW bound hand and toot to Hitler and hie nil 
creed. Hortll;:r eoneentl to a erille which Francia 
Jonph and hie offieera, tor all their taulte and 
prejudices, would baw reprded with loathing and 

horror. ** • • • • In the tuture w .uet treat ae 
an actin diaturber ot the peace n.r:r European 
couat17 which neke to Mlce racial diecraination a 
priaciple ot political order. We IIWit aleo davin tba 
wru ot tba •tn.xorable puniahMnt' caretull;r. l'bare 
.uat be tba ri&ht 1ort ot retr1bllt1on. * * * * * 
Thi1 proble• ot retribution 1a tunde•ntal and soe.• 
to tba roots ot poe tar 1ociat;r 1a Europe. Eft17 
European-whether Catholic or Prowat.at, Jew ., 
Preethialter-.uet po&HN cert.ia rignte llhieh ., 
pure~ national len or ordta.ce• can aliena to.• • 

.bnrting tbat proaiHI both ia Brit.in and 
AMri.cantbat exnplar;r puaillhMnt will be lot ot w.r 
11rt.inale are excellent but are beocaiag 1Wled bT 
repeti.ion, DAILI MAIL bold• tbat IUCh declarations 
are •no IUbetitute tor action•. It oont~a• 

"The people an becianin& to uk bow the orainale 
are to be broqbt to jultioa 1 llhan and where tba 
triala will t.ke plao•J llho 11 coin& to puaiah theiiJ 
aa4 nat tba plllliabMnt 1a to be. It 1a tiM tbaM 
qu .. tioae and otbera wre -red. Tbe people llaft 
long MIIOrlea tor thin&• like tbia. Th.,. reoall tbat 
•'•1lar ri&hteoua 1ent1Mata wre expre1ead 1a the 

lutar 
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lut ar, but that DO 0.~ cr1•1•1 enr sot h1a 
cleeerta. 'lbe a.r.na toolecl ua, ud thq are out to 
tool u apizl. Are tbe)- to be ell-.! to do .of 
It U 110t 1"orsott.n holr liluHoliJd sot ~ after be 
w.a auppo...S to be 'llllller look ud D7. ** " • " " 
We CIJmOt bellift that our X......ara will allow the 
O.ran .ardara•• &114 brutaa to a-pa aa tbey 414 
tba laat tiM af'tar a tarcu1 trial at Laip•i&· lla 
8\lCPit lllftrtbe1 .. a that tba tiM baa c- to turn 
aapirationa into apaoitio articl .. o1" coda o1" retribution. 
Tbare ia in axiatanoe ud aittinc in London a United 
llationa 1lar CriMe Ca.Uaion which tooll: 15 .ontba to 
pt lOin& with ita 1"1rat -tine-no great acl'ftrliae-
•nt 1"or apee4 or e111r17. 'fbi Ca.Uaioa -.,. poaMII 
tba .. qualltiea, but t~ haft not bH!I in nidenca . 
Wa heft bMr4 tar too lit tle o1" tb1a ~ ainca. 
~ the ar orilliala to. be tr1acl by natioaal oourta 
of by a United Ratione Courtt Are tile &JHad llat iona 
to haft tbair oa llata ot OJ1•1•Ja or w1llan 
offence apoinat 0111 count aa an often.~ apinat allf 
'ftat, dicl Lorcl Cn.nbor'lll Man when ba apoke o1" 
1rootinc out' the Gaatapot Du ba Mall the whole 
200,000 would be hunted dOWDf Tba .. are onl)' a tn 
o1" tba quaatione Which cle-.nd urpnt annoare. I t 
ia poaaibla to be too 1oorreot' an4 too 1Dnp1nclad 
in claalinc with our enaaiea. • Stating tb&t there ia 
no tiM to lon, aclitoria1 coaa on to aay that aa 
Garana beco• JaOr'l claaparata tb.,- rill bee- 110re 
aaftp ud that onl)' _,. o1" atoppinc thn 11 by 
lattinc tbn know that rincl aaclara rill DOt be all-.! 
to aaoapa. DAILI ll.t.IL claolarea that .. ru o1" •coda 
ot retribution aboulcl be '--reel h-. by all 
poeaibla -·· It aclclaa •Liata o1" -• o1" tboaa 
to be triad aboulcl be clutrlbuted ud "-'lout all 
oTer o.r-u;,. It there are 'aoccS eft!' O.~e, •• 
our 14• 11 eta anr, tb.,- aboulcl be aa clacl aa n are 
to - wicltadlll .. ptta. claMrta a- the O.rana 
wre clae~ Rhdaa in tba retreat ot 1918, 
l'Meiclant Wllion threatened to etitten the peace 
taru. The claetnctioa etoppacl at once. Thi• w.a 
tba ldD4 o1" ~ the Genana unclaretoocl. Tba7 
etill uacleratan4 it•. 

Pl- 1"urniab COPT~ 1lar lletllpe Boer4 • 

'IIIIWI'l' 
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l&8o.4J'7 
'hie te.lap.a .. t be 
puapbn ... llaton beiJic 
a m1 .. W tG D,JOM 
otber tbaa a Goft~t 
Apr.07, (RES'l'IUCTED) 

S.o:nt&r7 ot stew, 

WaabiJtctoD, 

m, JIIJ.7 11, 10 a •• • 

'fatioaa Cit)' 

Dated J'al7 17, 1944 

liM'd 10125 a ••• , 18th 

'1'be tollowiDC b tbe IIUbetuo. ot a wlasru claW 
Jul.715 -t b-oa Bo• to Inwr1oY~te.l c-itW. 
on !Wtllpea LoDdon hoa the eo-1 tW. '• reeident 
npre-tetin 1D Itel7, Biz Cllttud Heatbeow Saith, 

'1'be wbj eot et t.be wlecru 11 tbe M't'iaJ ot the 
lln1 ot tore~ iDWrDMI 1D Itel7 note'bl.7 Jlllriall whaa 
the a-na t.hrMwMd nth 1w1MJ!t daportatiOD aDd 
.u'der; aDd tbe d.,patch ot Mrq 1h1p , 

(1) Tiler• ban beeo d110onred 1D Itel7 t.be or1i1Jial• 
ot Genu ottiaial ordere dated April 22, 1944, b)' 
which all 1Dwne., exoept Belgic, Dutch, Jlorwe&ie, 
l'raDCh, Greek, ex-Po11ah aDd ex-Yu&oelaY, ware to be 
1ant DOrt.bnrd Ute 0.~ (repeat Ge~) conceotration 
cupe, Tile order ateted speo1t1oall7 that J•• ot all 
utiorallti., pr•-bl.7 IteHn abo .. re1Dolll4ed, 
A corroboration et thie b tound 1D the teet 1hat 43 
Britieh J•• .. r• thue euddal7 rnond in April at 
DOOD - cSq a t a tft llimlwe notice to a a.~ caiiP 
a t Carpi -.. llod-. 

(2) The -•trou• teet that lar" Jalllber• are 
deported to 0el'Ml'l1 ud liquidated 11 d1eolo1ed b)' 
nidence earoal7 1••• coaplaw, Thia tate met haYe 
been that ot thou.euda ot 110, woaea ud ohUdren ha­
Ite17 al-. Thia beetial oa.rn&~• ehould ol-.rl7 be 
atcpped torth.1th it thie, nthout 1nJ1117 to thftar ettort 
ot tbe Alllee, can be aohined. 

(3) ftle aiM ot tbe probl•, ftlere •'*'" baYe 
bMa a1xtMD to t.eDt)' thou•M 1D~a ~ 1D 
replblio&ll I tel7 M U 11 e.U.W, but 1aol114hc all 
Chr11'Uau ud u •Wid• •x'rw•• ot !1,000 toreip J••• 
there M7 be al1n tcda7 thenullder 9,000 what wi th a 
lar .. aoal• repatriation ot Yu&oalan ud cleportatioa 
et J•• &114 etbera, !Wp1bl1oan I tel7 nth bar Faaciat 
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0 

-· ~ ... ~UHCl all It.elhD J•• 10 U.t -
:110,000 11.11 1 1•• Jt I '"' 'lie M4e4 W tM abcion !1 1000 
r.. 'P 1••· " 

(4) Pl'ed4ut B.ooH'ftlt iAitS.atecl tM ntucM oup1 
tv tJul t.bolliUd •t.at.le•• perMDI - b.S.q lhipJ*l troa 
Itll7 to till UDited Statl1, Could therefore till Pl'ed4ut 
bl approached tl intl:rTeM on blbalt of t.lae11 pereou 
ill O.IWII .up1 aDd po1ai~ tor t.bi1 purpo11 utUba 
til• Pope, it thouaht ad'tia.ble, a• intenldiu7'f a 11 
IIIICPitld tile .b11 would bl auld to 41liftl' at a 
naM4 port in t11a BOJ'th .l t.lan Ua all inte:rMel &IIIII 
110ta~ all atatlle1e per-•· A 111m17 llllip wCIIIl.d be 
MDt w talat port ~ collect t.IIRJ &IIIII t.bi1 .tdp, until 
all Me! ...... nmnd to atev, oCIIIl.d •rrr • a.a!attle 
11r'f101 to- uaar ~in liberated I~. I tbe 
UDitecl S1a\!ll of .&Mriou tllllld it ,.,.lS\11 p~• a 
tiiiJIOrarr IIOill tor uq ot t.beH nt\.lpl1, tbeJi u recud• 
tbei r -~ 411poal t1117 ooal4 bl bpt, J1aD7 thonMD4 
of An, ~ Ital7 &IIIII it requ11'14 tben eould be -.de 
aftil&ble ill .&J.ceria llftral buc• C.llplo 

'S) It tbe i.ter-Gowi'IIMDtll ee-ittll 10ot a 
IIIIAIOI .. tlll 1A1\1atbe in thil opent.ioA tllil ·~·be 
direot.Q- in aocordalloe with the ••••nee Gt itl ~tl 
wbiob 11 to talrl 1tlp1 to priMm~ (repMt pre11rn) 
aD4 ailltaia retup, Sillilar}T reeoue work bu pride 
ot p1aoe tor tile .&MrioaD War Jlltllpe loud. 

(6) I "'07 ot t.be prabl•. hftr before ba1 
\ben ...... lllklb a probabili v ot -•• 110r -.h 
u:ra q. It 11 clear t.bi1 .uaeat.toa ot •rq ahip1 1a 
110t o'd,:S•l J tbe qlllltioa 11 wbather t.bi1 11 JII7Uelocioal 
-t to tz7 acau. Canan pollq of deportat.ioa 11 
wall llt.aall1ibl4, It we do 110t - qlliokl7 totll 
(npMt totll) deportatioa ~be oarrild c:Nt, OD the 
other bud C.~ 11- •• the deteuiw Uld bar4 
PI'••Md aa4 .. jlllt 4eolared tbil JIUblialT u4 tnaltlT. 
Tb11 co 1•rat1~ --.11 aat of deoeat bebarior wbieh 

......-'"4'4•tlllT -.n •dd'• tM .llli11 witb NYeral 110r1 
t.bolll&lld -\ba to tM4 ..:, be ••lo.-d b7 tbe O.r.u 
u u opportwa1 v to pin - araoe, 

(7) &looen ill t.bi1 alnatb bouJ' att.pt to a.w 
estenbatioa- r.. tbcaMM 11 .... Jdclat penit latu 
~~aeOINN repeti tiOD al-bare, 

..,. (8) Bo ' U•t.a ta.t. It 11 ~~qp1tld that OG1T 
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C> 

an. --..u "' .. u. ebaald tJuwt. 11e ,...., at that 
t.be britat.Ua itMlf lbao•Jd ... -}T ---- Uld· 
clb"t Ul4 tllat Ge~ =hrl4 lie 1Af•r.e4 "f•rellull 
t.llat •• bol4 to. -• •f ill& .,OI'itJ of ~ .. wbo were 
1at.I"M4 1A Itaq. 

(9) Tb11 Mrq ahip ~ .. t10D for.e4 the wb,Mt 
of a talk I bad with ~ t.J:L.r. B• aid tbat he 
IIOUJ.d IIICGIAJ'ell thl p1aA &IJd would 0& bl• to. lppi'Opl'1a te 
author1Uea 1A WaehiJictOD acoor4'"11lJ• 

lot. bJ ~ ~1ers thh id• h d-'hr, of 
..Uer aoope bat 110re d•tild.~ tbu- 41NIIaMd bJ 
Peii:L., Preeideat War Refllc" Boar4, with to. Preeiclct•a 
.w'ft_,- eo.ttt.. at a 1-'-- -tialiA ._ Yerk 
1a April. WlMther it 1• F.•oUeal depeada • trauport.t1oa 
&lid 111llta:&7 eouil!•rattr aa .. n a• to. pellticU 
fM tul'el inYol'Ncl. 

WSB 
RR 

• 

TAYLOR 

• 
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• • ....... -•rtr 111 .., .... a •• 

- -... "' •• le •tr , 1eprn •.s.w el tM ... u .Jirllla o r:pur n us••rt 
• •u rttla ns'srr illlr - ,..., 

_. tW illlr IMU -·lit 1 =• *'* ....... II I ..... lillr .......... ~· 1111•••· •· .a.. ._ SkllaW, 
..S. t• I 4 ISh 

-· ....... r.;nm~• •• a • 

u.u ... 
~-.1-

• 
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• -lll1biWta et 
,_ IW41a& .-17 .. 
.,..w ... 5 1 ., 
(UC&i f) 

Vu ...... -.ut 

A *''l'f, 

'pea. 

tbt f1Uowia& W8 .Ule fS'1 11 for llllner. 

n... Hler h 70/V 1001 ot .r- 18 -•ftbc 
taUa.N ef llal- J.ept • ta 14e\em lO NMbe 

tu•-uoaa oo-naia& t!le aoo rHl4- neu. 

Acallu, t!le -Ileal- IU.IIlehr to Pon-..1 wllo 1e 

eq u•e4 •o aniw 1a 14e'boa t!le 1M of \lib •-*llo 

,., •• , ..... • .....,. ..... n... ooann •111• wt\11 

h1al ~ ae •- ae poed\11 ann llh &ft'iftl 

aD4 .U. DO •-• allollt U uUl eiiOll aollflneUea. 

1/tD .. 

liiLL 
(CU) 
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,_, 
!Oa 

\ • . 
PAU!BIAII or m •• llJiaat1D 

!lUI a ~l:r 17. 111M 

21M ..... 
oom~UL 

!h• tollowiDC .roo-11 1a ent to LM'rl" -7 Piltel. 

-..106 

Iato...a\1oa llu reuhe4 • to •tt .. t that the 

lpaiuh dlpl-tle repn .. nil&tift at Bl&d&pMt baa -.. 

S.Detrl.tote4 _,.hie Oot• nt to S'Ut lpub)a 't'i .... W 

tift 1 'n4 Ctm•v'lll elail.,._ wllo• • ..-. .. 1on to fallc1er 

1e appnft4. lel:r ... ,.,. baa H.- relfl"tH w ia-Upw 

u4 u:r ....Ut1oMl iato .... "-a wUl N torwariecl te JW• 

aaHB 

130 

( 

Regraded Unclassified



II Lll .... !f1 ..... ,,, 
.ao ... , ..... ., .. 

' ..... .... ~~., ..... 
..... .... a.-

,...._ n .. et ezl : , • .,. , ..... 

..... 18ft z.. NJ' ,. - , .... ,_ u ' • 

.,.._r-- P ••.,.,... peeu ' ' .. .....,. 

--....... - - Ia ... ., •• t .., •• 

e 3 1 &11• ..,., ... I I'.U• -" 1W 3 ll 

fer tlilelr .-t• .. ..,.,,.. .., , .... Y l .. ~.,. ........ ... 
I .. 

Regraded Unclassified



0 

0 

Ill• 
Diat.ribution or 1.rue J'Mdhc 
onq liT 8)141o1a1 ~nt. 
(SICIII!) 

AMlaGATIOI, 

STOCIHOLII. 

Jul;r 17, 1944 

7 p.a. 

The tollowillg -.r Refucee 8oud oeble SS 1a tor Oben. 

(1) Reference Depertaent18 1349 ot Jnq 6, 'IIRB 18 42. 
Board DOW intor'Md liT hleption Bern tbet Swies Minieter 
at Buda)l41et de1hered nota to tile BuncariaD Foretcn ottioe 
on June 27. Ten not ;ret reoehed. 

(2) P1eaH expree8 to Foreicn ottice Depert.ent18 
and Board.' 8 appreciation tor intor.tiOft ooatained p 7t:1lfl' 
2Sl0 ot Jul;r 7. 

(3) It h reported that DiDth J141reon in Blda)l418t 
group lieted in Departaent18 1246 ot J\llle 23, 'IIRB18 30, 
M;T 'be en annue ot approach to Otto Braun, a Genan 
redding iD Buda)l418t who 18 eaid to 'be iD a position to 
aid 8808)1418 and CO~Dte. 

1IBBIIIIV1IO 
7/1.4/44 

H1JLL 
(Gm) 

8/CJI 
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0 

liB 
liotrllllaUoa of tno 
NOAt.ac ~ opeelal 
al'ftJICOMat(iiOat W) 

1!'0 ..... 

fbo War -.tucee Joard ooblo && below lo for Olooa, 

fbo o._.ouoa bao Hell aoAo to tbo ... rd fl'oa ... oral 
•-• tlla\ tbo ioaauoe h hprlaa J_, parUoalarlT 
UllU. all4 faalltH with ob.il.Ann, of PalooUu oorUf1ootH, 
Mel'lOP all4 .-.ra1 n ... 1a ,_ut:r alcbt Nou.lt la tbo 
Oll'f'1ac of uwe. lbo Joard lo -u.nac tbo pJUUcablUq 
of nob. a PI'OCI'M 1a \omo of \bo ....talac ~- ~ ~1.­
alllo hloo\lDO .. rUflea\oo, 8,000 VaitM 1\a\oo .,.lllhN .,.ilaao 
111141\loul Ual\o4 ha\oo lo.11ftU .. .,.l1a1 to pon- ooU\W 
h ao~aota n pNfol'ft .. 1tatu all4 to porena to • • 1Ja1\M 
l\ato1 1.-t.,.uoa .,.1 .. 1 aow _,11'04 weN 111u4 aftor JolT 1, 
1N1, 1.114 a OOIIP&rablo 11•bor of .,.. ... of tbo o\b.OI' AMrloaa 
-.,u.bUot, llrUl ob. 4oalaiou all4 DMtft.lo, !bo ••1\M pnoo 
pu 11M ao\ (,.,_\ ao\) aa :rot -.. olooro4 wl\b. \b.o IW.U 
hptri-t, Ia ... 1.., of yov aeu of JolT "• tbo JoaN wou.lt 
appNOlaU I'HOl<rtac ao -· M po111blo FflfU ?1- 1.114-..-uou aa to tbo pl'aaUoo~Ul\)' fll \bo ..... ,_. ,,..... 
1llaHt .... 1 .. ~o~auaa a1 11 aftll.-lo \o ,..., llle lout 
wat.U IIIWftOlah \he latolal .,. ..... of lato~ poneao 
1a \he lwtlob. hNtca otfloo 1t :rou coaoU.r 1t oppreprla\o h 
U1ou1 th11 •Uor wl\h tboao 

a 1101 

lULL 
(Ad) 
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• 

SlG-22) 
Di.vi'ba\ioa ot Y"lle rn"• ..q lilr .,.aial 
~.(.:uti) 

hG"Mu7 ot State .. ~ 
2640, ~~ 17, 3 p.a. 

DaW l~ 17, 1944 

... 14 5a)O p.a. 

ft!IS IS OUR liUIIBII\ 53 lOR 1Wt ID'W ._,. 

Within tile paet aontb two Daaieh ·otfiaiale Wft penltted to mit tu ReaiaeWt tor the pu:rJU• ot doteniDi.ac the etetu ot Danleh J- u.n. Appe.Nat.q th.,- wn DOt aaao.panW bT Qel"MD au\barltiee &114 -~~ .~ t11e n ait •aaa•te '11'1114o.lnNiJic ~- ,...1 p=h JIIU"PPMI• Iza alq nut, tile• DptM elfteiale i p t; that 37,000 an li'rl.llc 1D the le.U.Wt 11114el' NU-.bq oo~Gil"tablo CIOIIilU_.. fbo ,_,,. 1tl'atlcm ot b 
Reaienetadt 11 nported to be ant.lnq 1D Jnieh baaS• and it 11 at.W that aood ho~pital taa111t101 an •1nt.dnad, ~~ 1e Mtietao'-7 &ad paraole an r.­aa1.,.. npiarq trca D rt, U 11 l'8pOr'to4 tllet all Daniell doportaoe wn tben e:.:eopt tboM who bed 4114 trca D&tural oaUMe, and that -.ey otber oat10Mlitile wre 1D nidnco partioaluq Datoh, Belc1u, .t..t.rian, CHohe and 8<IM Geraane. It •e etaW that theM r011dent1 wn 1n the Reeieutadt on a ~nt bae11 and bad aot bMn eh1tted arOIIDd trca pl&oe to pU.oo. 

fbo Dan1lh ottioiall ...,....b, that thair Yillt ebould DOt be publioa.d dnoe it~ Mw ..t­tot tuoata ~· tor tbOM ooatined 1D tile Red-teat and otbel' Clbettoe. 

Ulll 
ftl) 
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0 

ID•• 
Dlnri ... ·- ., ......... 
.... al Ul S II 
(ft ,, ., 

••••?lu7 et ~taw. 
~-

lte'*"'ela 

aw.~lT0 UM 

..... 11110 , ... 

..... Mr1'• .&..S.pt. (ncmow ~) 
!Ill II OUil M POe 1fAI IIJV- JOMfto 

a. t'ell..t•s n. ... -. ~ r..-.... 
et """ tiled • t1 J _. ..,_. ia -rt.ac 
retllcM ..-l't'tUe1 ia ·~· 

ot t1w 110.000 enpaa11r ...-.- (nu•• tao.ooo 
....... laR -*) ... ·-Wb 100,.el0 • .. .. 
b .... - .... " .......... 111.000 llt...P• b '• 
•• .. &i• ........, - ,.,. ...... leeallJ ,.,_ 
·~- ... ,..... ......... ~ ....... , .. ........, " 
...... _. lt ........... illl&t tMre .-1• N • ...... ~. -.ell, w ...... ,.,_ ...... ~. 
ot -. ..... eta.........,. •• ,.. .... wrao.ooo 
kruer tau beD 1alo '-* te .. ~ ...,._ ... the _..., 
p tw4 tlr rellet ....,. ... 1M1•~ t1w .,." 
et tulllM et ........ ia •uwlofttloa ..... 1!W 
w- •t till• .........,. •• n111 w u... era, a1 .. .... .,..__17 71.000 ...... _,_ - ~ ,.,_ 
~--ter. . .... --

• 
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•a· IM 
D&nriwU.. ot v-
•• .... ,..:lJ "' .,..tal 
Ul I I \o (&Cdf W) 

•••• ..,. et ... -.. 
~ 

•• '0 111 

.... JialJ lT. ltM 

..... ,,10 ... 

.... .a.17 u. 1 ,_ (acn• ,_) 
It S.. repei'W4 tlld .... , 110 .,rft51ua ....... 

lido ..... •Plac ..... ...,lte ......... tlptM' .. 
ot M....,. paV.la .. tu.11 op..-aUou .. ,.. ~tt1wl11o 
DlariJic ollilJ .... I !If-- ... rq- ......... Uta ...... 
ail -. rate ot ..,...a-tel-7 N • 1tq ... 11M •• 1\ 
llu ._ oi'&AIIll .... 11 to on..- .._, oNilulMo 
.U.a11 1o.ooo ,, • ._ ,.. tail .. te .... ,... w -. 11u1 
1aNI' •lllll.atloa .... lt.l~ la .. l'o ..... la .. 
netlll~ ot Oele. ,... .. ,u .. 11J .-.n- ...Uet 
tu .. ..., ....... t..nbc la ...... at .. ~ p-ea ... 
OU..r oqrrdl. barM iaol•tiac tllo ,......... b I I 
ot l'oo• olo1111J.a& ... ..... l'or .. , .... llardUlp -• 
b~. 

~· .. -
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t.G--Dlftri ... ,._ ot ........... 
IJI alal arnnna-•• 
C.. r) 

... tt la 

...... "-11 1f. liM 

..... ttiO .... 

••· "-lrlT. lllai&la•. (aono• ~> 

!I 1 ........ ..,_.: to .. -"'-l1 
-e1a ti.fte 111 lladllJIC 11ale .flaMe u4 eart"J1ZC ••­
tiM ,..,.... laftl.... tiMf llaw oe~1Mot aa 
etztnhW.Uon --'"" *leh 1Mlu.., ....,.. et..tln 
ot tile "' tt.!• .........,.. ot tale .. ,..p .. ..._,. 
uataa _. 1171" Ill••• to.-r ehe' m n ot taa. Oole 
..._a tl. 2M eaaa..u are Uf' 'llf au lila 
r- .-tel ouldor ot tiN 11.1 ataa Iron u4 W 
valon. _. qnaWrN are .UW 'II)' Goorp Jneo"" 
•• _. lent.n or 111u•• ~.-r all41tore ot tile 
.. I'WIJC1an l.dor 1151-. 

can or ... 4CJ•) 

-811 
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PAIAPIIIAD or m.-•• a.rt 

IIIJo~oflt.to,~ 

.-en- Loptioa, .. 11'1l 

.llalJ 1T. ltH 

1411 

oommft~AL 

u-• It ur w-ant -. -.. 1 ..... w -. ~ 
allloli!LM .._., IaMr,oraw., ._ Ton 01\7, ~ ta.o :rr.n..,. 
11111111 1 •• IIIlo u-......... ~HIIPoillc ~ of 

•• &11on cl orpaia~a, Aatolao Krlor ucl llllllon 01-', 
1ro ..U lll'M!'CI I N t.r .... _ ucl rellot OjiW·tll- la M $ 

oo•pi .. ucl ....., t.rritor,, aAI it lo ....... ..,. tbat ,w, 
~ •• :r..z.-..z., Ooaalllate lll -.ra, 1ar- lrlw U4 

c1-... ao a11oft 11111 u 11 JINRleallJ lcl~Mleal la 1 ta 

...._ w1• u- .__ .. •noe. u ...... 1 ...... te -. 

Jo~ Dlnrillonlea o..Lttoo. la till•.. nl .. , pl-

rotor te oUlo Ina tM Dlpu 1 " .--.. Jao I, ._.,. 11010 

tlw ..-u... ooatugl&Mdia u- ..... u•t ............. 
- tiM 1'111 I U 10 •• 1IU' bfla&OO Jllari, U4 tiM .,.,........ 

tM .._ ,._. .. lftltM of tto,OOO wlll M ....t.ttocl to 

Krier .U Glmm\ IIJ -. .. _ •" .. '•• had, IaMrponW, 

.-..r ~···"'· 1•• •••• 
auu. • 
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Regraded Unclassified



0 

0 

1'0011 I Seol'etar)' ot State, Wa8bhrton 

TO: .lMrio&n 1Apt1o11, Bem 

D.AD:D I .Jiaq 17, 19.44 

!i1MIER& 209 

CO!IFID!Ift'I.lL 

FROIA THE 'ttlR REPUGEE BOARD P'OR IICCU:WND, BERH, 

swmERUND. 

ht.a H!~ to in 7<:10.r JJ)66 J- 26 110t (repeat not) 

recd'led, Urp11t 7ou caba at once tul.l text the~. 

THlB IS 1IRB 1111111 CABU: IO, 85. 

BOLL 

• 
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ft(lla 

111.'!11) I 

IIUIIBEill 

S.ontarJ ot State, 1luhillltoD· 

AMrioan Z...tion, lloro 

J~ 17, 1944 

COMFIDlDITUL 

L1oeDH »u.ber w-2232 bu beeo iaaue4 to the Frund• 
ot t.aabourc, Inoozporatad, New York Cit}', br the Tnaalll')' 
llepartMnt. Thia lloeDM pel"llih the diaburainc a,uta 
ot tile aboYa•ouecl orpnisation, A.ntoi.M lriar I&Dd Hilbert 
C~t, to ..U ~Dte tor r .. oll8 aJld r.llat opera­
tiou 1D ·~oocnapiad I&Dd •DM.J territorJ, I&Dd it 1a 
nq-tad tbat JOQ, tbroQ&b tile twraaboarc ecm.vJ.ata, Bern, 
illton~ C~t aJld lr1ar. '!be aboYa lloeDM 1a praoti~ 
!Mntloel 1D ita terae rith lioeDH lhlabar Y-2106, •• I&MIIded, 
1ana to tba Joint lliatribution C~ittee. lD thia coa-­
oection, plMae r.ter to cable trca tbe llapartMnt, dated 
.r- J, "-bar 1906. The oparatiooe contemplated 1n LiceDH 
lhlabar W-22)2 ar. approftd 'b7 tbe Tn••lll'7, the War ~· 
Board, aJld the llepart..nt. '!be S.Ua trano equbalant ot 
120,000 rill be r.aittad to Clamant aJld lriar 'b7 the Frianda 
ot twraaboarc, Inoorporated, under apedtio licaDM . 

II1JLL 

7/21/44 

• 
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ml 
Dte..,l~U• et tile 
-- • ., .. ·~ \:r 
• Nta1 an sr '· . , 
I ..... 

•••• 
161 

• 

', .• 

!lie fell01f1ac fer Jlln·' .. to WD -~ II. 

'fa -.,. liMa 8ln ... lr lllainer Jo!naM tllet llr • .M.re1 
'MMon Dt .... or et hmeo -.rltt... • tw (a _..._. 
atupriM) 11M liMa 1a ltN'tlle u4 lau -UOIIM U.0000000 
ltNaer u • pnlildaal7 fl.clan for tile oalo of tile I"'*N!U 
u4 tbo I'IAII'DoT.AJU. tile a\oft prioe .,....u:r ocwertac ._.h 
llillpee ftnlen ,._. ... tllat thMo '"""lo \1 pa.nllao8l for 
...,.... ....... tta hoM a..n.u.. • -nM ,., 1t , ... 
.eeMlo •n ,_,..... lr Iat....,.oo or tile IINU~i~ W Oneoo 
., a OOIItiUaa et tlla Nile tile n ete a...~t wo.U ,.._ 
, .. ,, put,., ............. YH1t fvther .,._, .. ,, .-.u 
a •- oet-lllhot. ftnlan Jolltllll tllet tile, .. ' •• prioe 
ef tile tn -Mlo \1 4epooUa4 1a •••• 'lll.th & .....,.. .. tllet 
tile tub w..U \1 .... a...U.\lo for p&I'Ghaooe ot •• fer 
4el1nr:r 1a I ete attar tile-.,.. AooorUac to tile pnpoeal 
, ........... ,. " bel4 bl..W 1e ···- 1a tllo - ot \llo en• er •JWUlaattoa pai'CIIIeet.ec or ollartort.ec t)lo ,.,_,.. 

!lie !taM 1e ooc-t..a ot tile tatol'Pd 1M •-ntac tMie 
ah1pe fual•.... 1& :reu ........ ot hbft&l7 ao - :rov 1011 " 
J- w 1M aloe tllat oenai& -11 .. , .. lo ..,._,l:r -... aow 
"- ebtaie8& fer _,.... o.-e-uca fn• ._.... •usa.r w 
woalt ., ..... ,,:rev ....nt• to tile abOYO pnpooal. 

D -
miLL 

(QD) 
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~207 
This teleP"U Ja~Bt be 
paraphr .. ed before beinc 
co~oated to ~one 
otber than a OonrnMntal 
agenq. (RESTJIICDD) 

Secretal')' ot State, 

Waablncton . 

~o, July 11, 9 s.a. 

Ietanbul 

Dated Jul7 17, 1944 

Rac'4 J•Jl p.a. 

WAR .REl'UGBB BOARD J'OR LEAVITT JOINT DlSTRmUTION 
COI!MITI'E! PRON JOSEPH SC1111ARTZ. 

On ~~;r instruction the Central Bank JaruK!aa bae 
bean aakinc ~nte to ~ta tr• Ital,y pa;J'1.nc 
in Ml all oala1.u up to 10 pound• (aterlinc) and up 
to ~ ot olaiu aboft that uoant. Tbia aa 4one 
at the request ot the lDtercoft~ntal C-tttea aa 
I pre'rloual;r a4Ti...S ~ou. I will aka no ~nta 
be)"ond t bia untU )"OU a4YiM ot final ar:ranpaanta on 
clearance. Upon .., return to Jaruaalea I will intol'la 
~ou ot. total fJIOunt thus tar paid out. I bopa ~ou 
can expMite 4ec1a1on aa -.ey ot the ~nta aM 
undergoinc real bardahip. Have you naitted tunda 
to I tal;r panding a 4acia1on? 

DO 
'liTO 
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ITJWa 

PAIAPIIUD OJ' mmaw UCUtiD 

AMri- Coul&law e-nl0 Inauul ... ......,.., .. -..~ 
.11&1)" lT. lt66 

U2 

oom..-ruz. 
Joooph 8ell....na oODCla tbo toUniac to tllo ..,. lofii&M 

lloard tor '-.t"• .me. low York. 

Rot'o..- h •do horowitb w J"'Mll' ao. 826 roooi.ed horo 

Jill)" 11, doUwrod to u Jlal)" 16. 

I han Me unroll ~ both looaiok AAd JabotiaokT tba1: 

1:hq diiOilooM 110 roowo projoot ia90thiac t200,000 or U17 othor 

UIOwat. 

It h a.tnood liT Jabot1Jiok)", ~or.ro, tha1: 1110 hu .. 

•tiJilw projoot to diowoo at tile proo•t aor .... ho toroooo 

aq la 1:11o - tot.ro. I acroo tully wttll )"DV Moioiea tlla1: 

1far aotla&M Ieard aJid our ropr-w.u- -n ..,row all 

roowo pro3oota botoro bobc oll'lai"-d to 7'1" tor t'illal -.1o1oa. 

I • u•rod -,. Jarlu tlla1: ....,. •• t w Jalllli aroa Jll'oioo 

tor 1,000 '' ••• ._. ~ ..-u ot' a •noeco ~ Ilia 1a atoll 

lt.alp 1a t.llo roo- procn- ._. ottorod 'IIIJ' Ilia. 

~ 
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DEPARTMENT 

OF 
STATE 

FBM- 770 

INCOMING 
TE LEGRAM 

Chungking 

DIVISION b~G 
COMMUNICATIONS 

AND RECOR DS 

This telegram must bE 
paraphrased before bEing 
communicated to anyonE 
othEr than a GovErnm£nt 
AgEncy . (SECRET-0) 

DatEd July 17 , 1944 

REc 1d 12:07 p .m., 19th. 

SEcrEtary of StatE, 

Washington . 

~Of SOOt 

JUL201944 
DIVISION OF 

cOMMUNIC"TIONS 8< ieAROS 
1231, July 17 , 2 pom . 

TO SECRETARY OF TREASURY FROM FRIEDMAN . 

WEEkly Economic report . 

• t 

One . GEnEral rEtail pricE indicEs for Chungking 

for May and JunE 44 wErE 29389 and 31817 rEspEctivEly . 

Corre sponding foodstuffs indicEs wErE 27840 and 29955 . 

GEnEral retail pri cE indicts for May for ChEngtu Sian 

Lanchow and Kwrilin wErE 3192; 34012 ; 142270 and 38845 

rEsprctivcly . All abovE arc FarmErs Bank ind i cEs mad£ 

availablE rEgularly to Embassy . 

0 

Two . ShortagE of notEs still continues but s itua t i on 

not critical CEntral Bank continuing to r ation availablE 

supply. In outlying areas army and civilian govErnmEnts 

nEEds arE mEt first . NEEds of commE rcial banks mEt with 

rEmaining suppliEs and policy bring pursuEd of giving 

commErcial banks much ltss than rEquEstEd, Crntral Bank 

Encouraging ust 
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- 2- 11231, July 17 , 2 p 1m11 from Chungki ns • 

Encouraging USE of rEmittanCES by EVaCUEES instlad Of 

notts •. Havt not JEt bEEn ablE to obtain latEst fig~s 

on notE circulation. Kung sa id to bE only prrson who 

can authorizE rElEaSE . DiscussEd mattEr with Okyui and· 

bEliEVE hE is raising mattEr with Kung! As of July 1 , 

' Ctntral Bank bEgan issUE of notEs of fivE hundrt:d 

dEnomination •. 

147 

ThrE$ • UnitEd StatEs Army EXpEriEncing no difficultiEs 

at prEsEnt in obtaining currEncy to mEEt nEEds . 

Four . UnitEd Statts currEncy notEs (largE dEnomi• 

nations) now sElling for 190 to 195 in Chungking as 

comparEd with 185 during last wEEk in JunE . RatEs of 

190 to 195 now prEva.1ling in Kunming also for all dEnomi­

nations . RupEES sElling at 85 in Kunming . 

FiVE • UnitEd ClEaring Board now sr; lling Un1 tEd 

Statts dollars at 115 (had originally b~gun in JunE at 

lOS latEr ra1std to 110) in JunE total salEs WErt UnitEd 

Statts ~930,000. Had to stll 414 , 000 to CEntral Bank to 

mEEt total rEquirEmEnts during pEriod July 4 to 14 1nclusivt 

sold $159616 in Chungking plu~ tstimattd 100,000 in 

Kunming . No figurEs for salEs in July in ChEngtu yEt 

availablE . 

Regraded Unclassified



-
• 

• 

0 

-3- #1231 1 July 17 , 2 p .m., from Chungkirig, 

availablE . Present total quota is· 1,200, 000 p£r month. 

Ambassador Gauss has forb~ddtn all Embassy personnel 
• to purchasE these dollar instr~nts . Other civilian 

148 

employEEs nndmilitary and naval personnel arc purchasing 

thEsE dollar instrumEnts . MorE dEtailed report by pouch). 

Si.x . According to Cassels of 

British Treasury British have sEt up provisional 

organization in Kunming to sell sterling and rupees 

and rupEES being sold at fifty no market for unblockEd 

stErling bEing found . Sri tish Trc asury has not yt t 

given final approval of Tons£ arrangEmEnts and Thomas 

who has just left for London is to discuss it there . 

CassEls is going to Calcutta to discuss among other 

things India's objections to large scalE purchase of 

rupees in China . CassEls says that Indian Government 

is arguin$ that India ' s sterling balancEs arE already 

EXCESSiVE and thErEfOrE oppOSES largE salES Of rupEES 

by British and/or Americana in China , lndia said to 

be especially concerned with possibility that Fourteenth 

Air Foret will USE rupEEs on largE scalE but CassEls 

was vagUE on Exact IIIEaning of this . This information was 

givEn to 
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#1231, July 17 , 2 p .m., from Chungking. 

givtn to Army HEadquartErs hErE . 

SEvEn. IntErEst ratEs on dEposits in natiYr banks 

in Chungki ng still about tEn pErcEnt pEr month loans 

bting madE by thEm at ratts as high as 16 to 18 pErcEnt 

ptr month . 

Eight . Gold markEt quiEt at prEsEnt . PricE still 

CN dollars 181 500 pEr ouncE in Chungking and 23, 000 i n 

Kunming . According to KKKYIOK (rEpEat KKKWOK) CEntral 

Bank sold about 260, 000 ouncEs nEt from Ftbruary through 

Jun£ 44 . All thEsE salEs wtr£ from ·gold shippEd from 

Unittd StatEs sine£ last SEptEmbEr sine£ CEntral Bank 

sold its holdings of 100, 000 ouncEs during pEriod from 
\ 

Sq)ttmbEr to Ftbruary 44 . CEntral Bank has littlE morE 

than 100, 000 ouncEs lEft of gold shippEd from UnitEd 

Statts and in JunE alonE nEt salEs totallEd about 116 

ouncEs . UndErstand Kr!OK has cablEd Hsittztn and Ptdtra l 

RESErVE of NEW York asking furthEr shipmEnts bE arrangEd 

1mm£diatEly. On last day of JunE Ctntral Bank sold 

29, 700 ouncEs of gold . NativE banks wErt buying htavily 

i n EXPECtation of dras t ic rEduction i n txchangE ratE as 

of July 1. UnablE to m£E t clai ms d£ pos1tors th£ s E biUlka 

wtrt for cEd. 
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- 5- #1231, July 17, . 2 p .m. , from Chungking. 

wErE forcEd on following day to etll back to CEntral Bank 
• 

6000 ouncEs at loss of CN 1000 pEr ouncE . 

NinE . CEntral GovErnmtnt rEplacing purchasE of 

grain by borrowing in form of non i ntErEst btaring food 

coupons rEdEEmablE i n fivE annual installmtnte . Accordi ng 

to Okyui thESE coupons will bt nonnEgotiablE . In tfftct 

this nEW stEp is ExtEnsion of prEviously ustd savings 

cErtificatE tEchniquE and aims at Elimination of usE of 

cash in GovErnmEnt grain procurEmtnt program£ Total 

grain to bt collEctEd and borrowEd is rEputEdly 95,720, 000 

piculs of which 53, 000, 000 is tax . 

TEn. According to Takong Pao as of ntxt fiscal 

year sourcEs of rEvtnUE will consist fiftEtn pEr ctnt of 

land tax i n kind and fifty p£r cEnt of businEss tax 

collEctEd . 

ElEvEn . According to unconfirmtd privatE sourcE 

following ratEs prEvailEd in Shanghai in mid May 44l 

' CRB ont Equals CN 135; CRB 10 £qual MY onE; CRB 6 Equals 

PRB ODE . Ctntral RtstrvE Bank now issuing notEs of 

f1 vE hundrt d dE nan ina tion . 

GAUSS 

HTK 
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' OF 
STATE 

l!fl.!:- 350 PIJ.IN 

Socrotnry of Stnto , 

rlashington. 

5651, ~ov~ntoonth 

London 

Dntod July 17, 1944 

Roc ' d 9:55 p . n. , 17th 

lltPABr.EIJ fJ STATf 

JUL 19 1944 
lliVISION (If' 

FOR s=cn~Thfli~S OF STATEL1~· ~11SY!i~~~.~~!-J 
Tho f'ollowinc is o. s\L'lUllC.ry of articles on tho 

Bretton \foods Conf'oronco appearing in tho London press 

fol' July 16. 

The oBS:.:R~!'l contC\ins a short comment on tho offoot 

thnt bargo.i ninc; for quotas , voting rights o.nd soats on 

tho Executive Conuaittoo have consumed much time and lof't 

littl e time for cl nrif'ying the purposes of' rules, so 

that most of '.;ho hnrd thinldng remains to be dono in a 

fcl't dc.ys . Another short i tor.~ tho OBS3nv:ID states that 

on "instructions 1'ro1.1 liosoow" tho Soviet delegation has 

accepted the f'iGuro 300 million cs Rus s i n ' s f'und 

subscription. 

The Sunday THIES quotes n Router's dispa'.;oh ro 

the principal quota f'i guros and says conforonco 
• 

"approved tho outline of tho Fund in tho f'onn or 

a rticles or 
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- 2- #5651, Sovontoonth, from London 

articles of agroomont 17h1!)h u1ti.mll toly will bo signod 

~1 some 45 l1;·d. tod and Assoointcd nntionDrr, 

r/nl tor Lippllllln 1 s nrti olo 11 Do _hi tor and Crodi tor" 

uns roprintod 1n tho SWldny TillES. 

REniOLD•s \JiPITT.Y, tho Coopo:rt~tivE llovomont's 

S':mdny not~sp11por, c11rrios 11 fo11 turo 11rtiolo by 

G. D. H. Colo in which ho stntos th11t tho norld must 

ovoid postl'fl1r inflation and 11lso postwar doflo.tion. 

The plodgod to 11 high and st11blo lovol of omplo1Jllont, 

must koop its pouors to rogul11to tho sup~ly of coney 

and must not return to tho gold stnndnrd, In his 

opinion tho ntonotary plan recognizes thoso cliffioultios, 

leaving roo1a for clo.stioity of oxchc.ngo exchange 
. . 

ro.tos nnd for o::-cho.nco control. Ho rogo.rds tho fund ns 

"not big onout;h to moot tho nood but, it is 11t lonst o. 

bo<;inn1nc:" o.nd 11dds : 11 I hopo tho joint currency plan 

o.nd tho l3o.nk c:o through, They oro by no mocns \'thnt I 

should liko thom to bo, or whllt nould s uit this coWl try 

best , Dut they o.re both froo from most of tho foo.turos 

rthich mo.do tho original ":lhi to Plan' put for\'/o.rd by 

tho American ' s ontiroly unnccopto.ble, o.nd thoy do lny 

foundo.tions on nhich norko.blo scho1nes coJ,lld bo built" . 

Tho SUIIDAY DISP.".TCH quotos an article from P 1.1 on 

oppo~i tion to tho confol•onoo under tho headline "Plot 

to 11rock Banks". It odds tho.t " Uow York rtill probably 

bo tho s 1 to of tho central offices." of tho Fund and 

tho Bonk 
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- 3- i15651 , Sovon tccnth, from London 

the Bank, 

·Tho follo\lin~ reports London press oonul!ont of 

Jul y 17: THE TillES, onrrios on article from i ts Bratton 

lloods oorrospo>1dont , and also devotes its l'?ndina edit­

orial to tho nchicvcmonts of tho contor onco. 

Tho Bretton Yloods article refers at length to 

Secretary llorgontho.u t s press statement of July lG, It 

than gives sotno or tho quotn fiauros , . nnd comrnonts on 

ntwo illustrations in tho field of bar gaining" , 

namely: 1 . Tho fact t hat tho British delegation 

"stood with tho Uni ted Stntos in insisting that consent 

could be given to a larger Russinn quot n o~ly if tho 

domo.nd for a l'oclucod cold pnymont · rtor o rti thdrarm • . 
2 , Tho success of tho Lat in-American bl oc in o?taining 

two soats on tho 3xocut ivo Council , 

Tho ar t icle cont inuos tha t tho Fund is rondy 

"brondly spoa!dn:.. , tho Intornntionnl Llonotary Fund 

is r eady ns nn instrw:1ont for its fi nal dr nft and for · 
\,. submission to tho contorenco ns a l'thol o , It l'till 

hc.vo to moot , c.s will tho Bank for Reconstruction nnd 

Dovolopmont, n grcnt doal of criticigm in Congress and 

out, but it is of impor tc.nco at tho moment to record 

t h o boliof of Sonntor s and Roprosontativos i n .t ho 

Ameri can dologntion tho.t in tho end both 'rti ll bo a ccoptod 

• • • • • • Thoy (tho oon(;I'ossional r.1ombor s ) do not, hortover, 

nssumo tha t 

' 

I 
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asswno that oi t hor tho Fund or tho Bank rtill bo sub­

mitted to Congress in tho onrly fUturo , They fool 

t hat t h o success 0 1~ tho Br etton Woods Asroaments is 

ul til11ll toly bou11d up \'lith tho dogr oo to nhich tho United 

States is r eady to cooperate with other nations, or 

1n other nor ds, with tho success or f ailure of tho 

discussions with Bl•itain, Russia, a nd China 17hich 

nro to ha vo their beginning in \'lnshington" , 

The TIL~ editorial finds tho settlement of 

quotas "n good au(;Ury for futuro cooper ation o.mong 

tho United Nations " Ythich is "nll tho moro signU'ico.nt 

ainco , on this issuo (quotas ) , little guid~co could 

bo obtnined from strictly economic rensoninc;11 , 

This edi torinl finds it "perhnps inovito.blo al though 

so;11owhn t i llogicnl" that tho quo t n quos tion nns tackled 

boforo "much grenter c l arity has boon nt tained rti th 

rognrd to tho. function , poncr , o.nd intended poli cies 

of tho Fund11 , 

Tho editorial, a fter roforring to the shrinkage, 

lack of l;>alnnco, and fluctuations in world trudo in 

rooont timos , and tho resultant economic criso.o , 

stntos tlw.t HthE world ~s ~ook1nG to Bretton \'/oods to 

show n l'lllY out of this , Forty- four nations have 

demonstrated that t hoy can r onc'h agreement on . a 

dolica to point of national po1vor c.nd prostico. It 

should be 
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- 5- #5651, Sovontocnth, from London 

should bo ;(oss diffi cult. now to toke the second, and 

indisponeablo, stop--to roa ch agroomont on tho methods 

by which tho nations propose to nchiovo tho nim upon 

which they aro aGrocd. Tho a im !s an extondod volume 

of intornotionnl tr~do--in which all nations partake 

on tho basis of give and tako--kopt as stable as 

natural condi tiona will allo\"t11 • 

Tho FIIIANCIAL l!EI.IS editorial headed "Out of tho 

rtood Question" rognrds llr. IAorgo.ntb!lu ' s s'ta tomont 

that "tho Fund bns boon born" as "more tho.n a 

rhetorical i'lourish" and adds "now that aGI'eor.tont 

has boon roached on tho voxod question of tho Russio.n 

quota, it would seem tha-t n sufficient dogreo of 

accord now exists between tho throe major. participating 

powers to onsuro tbnt a monetary fund oi' some kind 
' 

will dofinitoly emorgo from tho discussions. This 

is, of course, an achievement of decisive sicnii'icnnco 

i'or tho whole post- war period, since it moans that tho 

major powers at least I"Till bo conuni ttcd to a policy of 

multitlatoral tro.do rrith froo oxoho.nces and tho 

avoidance of multiple currency practices, bilateral 
-

agreement a nd all tho other paraphornali~ of Schachtism 

with its boundless poss.ibil1t1os of political friction" 

Tho odi torinl pointe out , hol·tovor, that until 

rino.l ogroomcnt on det ails , and tho eohomo is r atif ied, 

soopo romnins 
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- s- #5651 , SEvEntE Enth, from London 

scopE rEmains for diso~rEtmEnts ; thE fact that 

sEvEn countriES nccf:PtEd thEir quotns \'L th .rEstrvations 

is nottd , md "but for thE i lmlEnSE 1mportnnct. of 

SEcuring succtss 1n this first and crucia l ctttmpt at 

intErnational collaborati on 1n tht post~r world, 

onE would not havE bEEn sorry to SEE rESErvations ex­

prESSEd on bEhalf of this country, for thE quotas 

nssigntd art vEry, VEry diffErEnt from 'thos E givEn 

by thE originnl KtynE 1 s Plan formula , with its 

Emphasis on volumE of EXtErnal tradE , which this 

country rightly holds to bE tht most -significant 

factor involvEd i n t hE dEtErmination of EXtErnnl 

rESErVEs" • 

AftEr pointing out that Britains ' s quota now 

stands at lEss than·half that of thE U~itEd Statts, 

this Editorial continuEs 11\'lhat is Equally anomalous , 

thE UnitEd Kingdom quota is only 100 millions grc~ttr 

than that of thE USSfi , a rElationship that could 

only, bE justifiEd if thE Russian Economy is to ?E 

vastly lrss srlf-oontaintd than in thE past . It has 

in any casE still to bE shown that thE concEpt of 

an Equilibrium ratE of Exohnngr, wit~ thE nEcEssity 

for txtrrnal rEsErvEs to covEr a trmporary dEficit 

on currEnt account if thE ourrrncy i s ovErvnlutd , 

has any 
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- 7 - ~!56511 StVEntErntll, from London 

has any mEaninG 17lll\tEvtr i n rElation to a complE tEly 

totali t nritm ~C?n OJ:ty such ns thE Russian, \th ErE t :1c 

dirEction end voluot of trcd c is dEtErminEd b; nrbitnry 

autilority nnd not bJ thE lcvr. l of pricEs, uh ich crt 

tl!trnsElvES fix Ed by authoritarian inEthods. If th£ 

O!'jEct of thE quotas 11ns t o providE cr Edits for thE 

rEconstruction of l'tnr l'C.VaGEd countriEs , thEn the 

siz E of thE Russian quota rtould be a matter for GEnEr(\1 

so.tisfaction; but i t mu.ot be remembered thc. t thE 

quotas arE intEndEd purtl; as exchangE rEs trVE3 for fr tt 

currEncies - -though i i' a particular country chos : to 

ovErimport d clibEratcly for ony purpos E such ao l'tcon­

struction , it is not r:o.:.>pnrtnt how this could lH controlled 

by thE F\lnd11 , 

Finally 1 aftEr c;;pr tos1116 approval of th£ rE­

jEction of t:1E Inc\ inn dtrl!'.nd for s EttlEmtnt of o tErling 

bclm1cEs tlu•ouc~l t ;lE i\m<l , this Editorial conclu(\Ea by 

Er.lphc.sisin:; thE i1 portcnc E of allowinc; borrorttro 1'ro1.1 

thE ilEcons true tion Bnnl: to spEnd borrowEd fundo in a ny 

country , 

ThE FIN .. t~CL.L 11'-::'!S f ront paeE C'.r ticlt givcs morE 

d Etails than any othEr pnpt r on th£ prEs.tnt stntuo of 

thE confEr encE, It prints a full t abl E of quota 

fit:,'UrEs; not EO tht countri ES tho t nco cpt Ed wi'th 

rtstrvntions, 
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-a- ~15651 , · SEvEntt mth, r rom London 

reservations , quotes frou J.:r . LorccnthD.u •s prESil 

sta t Ement; and a lso r.:oco into qucsti t ns or ho11 cx­

chr.nGE ratEs taay I>E r.ltcred; It mEnti ons thE question 
' 

or 1'/hethcr such countrica as Russ in a nd VEnezu ela 1"/0Uld 

contribut e for eiGn or their own curr mcie's; the locc.tion 

of (.;Ol d storzs; and ~llt admisston of t wo Latin :.tlEl'icc.n 

u:cbcrs on tll!: E;:Ecutivc Ca'l!Jitttt . Thi s article clso 

reports tl'r.t thE Ean!; p l:-.n is to bE discussed todr.y 

(Jiondny) b:· four suiJ-conr·ittcs . Finally this c.rticlt 
I describ Es the "Pol1sh-l~ t..'>icr.n tu~ -of-war" for priority 

of loans to d Evr.stctEd a nd undevelopEd countriEs 

r ·tsptctivcly. 

• ThE Mi.NCHESTER OUi.::l:IIJ.N, The D:.ILY TI::LEGRI.i'H r.nd 

ThE r•'INi.NCI:.L TI!-<ES carl": news i tcms g iving some oi' 

the points azrctd upon such c s quotes , Secretary 

Uorecnthcu ' s stc.tElllcnt, ct cet era . Tht Dl.ILY iliH.:cn, 
D:.ILY SKETCH, and Di.ILY ·:.ORKER also carry short nrns 

1'/IN:.NT 

JJI! 

' 
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BECR§T 

OPTEL No. 232 

Inf ormation received up to 10 a.m., l?th July, 1944, 

l . IillA£ 

ADRIAifi· On llth/l2th a commando force was landed 
on south side or• R Island and ambushed a German patrol takinc 
15 prisoners! the force then withdrew. 

A~· On 13th/14th e raidins f orce landed on S~I 
and withdrew on-15th , 2 m1nesweeptnc craft and 2 calques were 
captured and 2 lichters forced to baacht 165 prisoners taken, 
One of H,V, Submarines recently sank 3 3unks in Malacca Strait 
and took prieoners , 

2, MILITARX •• 
NORMAf.Y· First U. S. Army has made some small advances 

and are 2,000 yar~ east or ST. LO, Attack by Second British 
Army on 6 mile front S.E. or TILLY SUR SEULLES has so far re­
sulted in capture or ESQUAY and ceneral southward advance up to 
one mile. 

~. 8th Army troops after severe fighting south or 
AR&ZZO, durtnc-wnich heavy casualties inflicted, captured the town 
an morning 16th, The advance to the north and northwest oo nttnuas 
In 5th Army sector! Oermans continue s trong resistance! supporting 
their infantry by ons-renge artillery, mines and demo itions, 
Nevertheless, several important gains ot &round have been made , 

R!!S'I.. Russians have captured ORODNO and are now 
25 miles west oiNSK. 

) , AIR OPeRATIONS 

!'lEST£~ FRO!!T, 15th/16th, Total 1849 tons dropped 
on the 3 mal or ob ectives and flying bomb launching site. 
16th, U. S. heavy bombers bombed SAARBRUCKEN, 1!021 tons; 
STUTTGART 549; WHICH 439; and AUGSBURO 141, A l 
through cloud, Garman casualties - 2 3 2 , Ours - 11 
bombers 1 3 fighters miasing , Medium tomters ot A.E.A,F, 
attackea communications behind the battla area - 112 tons , 
objectives ST, LO - 108; and fuel dump near CHARTRES - 54, 
Escorted Lancasters and Mosquitoes bombed a flying bomb launching 
site in PAS Dl! CALAIS - 11? tons , 

16th/17th, 
llosqui toes to HOIIBBRO. 

S5 air craft despatched, including 30 
All returned safely, 

.IIA.LX· l5'th, 1113? medium bombers and tighten 
(2 missing) attacked objectives battle area and northern Italy 
Atlleast 9 bridces , mostly in PO Valley, daatroye4 or damaged, 

~VSTRfA • 16th, Escorted U. S, heavy bombers attacked 
VIENNA arearopp ng ?88 tons , Enemy casualtioa 43, 23 , ?. Oura -
16 bombers, 5 tishters missing, 

•• OBRIAN ACTIVITY 

plotted. 
During 24 boura endinl 6 a .m., l?th, 63 tlytnc boaba 
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LOCATION OF THE ~~DIS 

Present: llr. White 
llr. McDermott 
llr. Coe 
Mr. Wolcott 
JUo. Scbwidt 
Mr. Luxford 
Mr. Collado 
llr. Gardner 
Mr. Nese 
Mr. Kelchner 
Mr. Ned Brown 
Yr. Acheson 
lLr. Spence 
IU sa Newcomer 
Mrs. Klotz 
Mr. Tober 
Mr. Cox 

Bretton Wooda 
Jul7 18, l~ 
9:00 •••• 

H.M.JR: May I compliment everybody on being so 
punctual. 

The first thing doesn't concern everybody, but I 
would like to get it ott mf mind, because I have just 
talked with Charlie Bell. He hed what I thought was a 
brilliant suggestion. He wanted ae to gin this to Mr. 
Acheson, namelf, that it Mr. Acheson thought we~l of it 
and it Mr. Acheson would get in touch with Charlie Bell, 
he is willing to hop on a plane, and he thinks that he, 
working with Doctor Kelchner--there are fifty to a hundred 
people that he knows of that could be sent ~ame and make 
roam tor guests, and that would save a lot ot litigation 
later on. I can count noses. He knows prettr much who 
they a!•• but he is willing to get up on the first plane, 
it you think well of it, and came up here and juat go 
around. But he thinka there are eaail7 a hundred people 
who could be sent hcae at this stage. 
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KR. ACHES<ti: It they can be epa red, I should think it waa an excellent idea . 

KR. WHITE: .lmeri can or foreign? 

H.M.JR: He didn't aay. He said it Mr. Acheson would inTite him to come up here and work with Mr. Kelchner--he knows who they are. 

KR. ACHESON: Yea . I don' t think we ought to send the foreigners hoae . 

KR. KELCHNER: I don't think eo. 

H •. M.JR: I think he is thinking mostly of State. 
MR. KELCHNER: I think State would be glad- -
H.K.JR: I mean to be very honest. For instance, he remarked that Marriner !cclea waa on the plane with him 0 with a a tack of mimeographed a tuft tba t b1 g (indica tin g) . Marr~er said he never had read it and he never will read it. 

YR. WHITE: . That ia Marriner. There ill no eurplue mimeographing, except news . Enrything else ia- -

MR. ACHESON: I think it would be a good idea for bia to CCIIlt up. 

162 

KR. KELCHNER: So far ae mimeographing is concerned, I do not believe that any could be epared froa that eeotion. Tbe7 have bean working--

Mi. !aliSON: I think now is the critical tiae in the aiaeographing. 

B.M.JR: It you don ' t mind, may I juet pan it on to rou? Be aeked to talk to ae. They figure they are not going to get the train tor the hotel. He tiguree that the State Dep4rt.ent i e going t o have a lot ot li t i ­gation, beoauee the State Departaent rn ita word, and he ie trying t o be helpful. Juat aa caae to 70u at the 

\ 
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time I offered you his serTices in connection with running 
the hotel, if you want him he would be glad to cane up. 

)ffi, ACHES(!;: We would be glad to have him. 

R.Y:.JR: Will you camnunicate with him directly? 
May I leave it in your hands? 

liR. ACHESON: Yes, 
I 

H.Y:.JR: Now, the most important thing that t have-­
r doubt Whether you have it with you--is the Keynes letter 
to me. 

MR. COLLADO: I have it, Mr. Secretary. 

H.M.JR: This is what happened: Late last night Yr. 
Keynes sent me this, Which I would .like to read, Which, 
if you have it, you may follow. It seems to me that this 
is not at all in the spirit of his letter, and I don't 
know whether we should read his letter fi rst or whether I 

' should read this. Let me read this, because it is very 
short. "lr,y dear Mr. llorgenthau: With reference to 'Ill¥ 
letter which I sent to you this morning about the location 
of the Fund, you may care to see the. statement which I 
am intending to make when this matter comes up at Can­
mission One. The Chancellor hopes there will be as little 
fuss about this as possible' in the press. 

'"ire here think that the beat way of securing this 
end would be by releasing this to the press. They will be 
more interested if actual statements are put into their 
hands." 

163 

Here is the press statement, which to me seems 
completely out of tune with the message from the Chancellor: 
•en behalf of the United Kingdom Delegation, I aa withdrawing 
Alternative B standing in our name, but I wish at the same 
tiae to make it clear that tn the opinion of the British 
Government the location and headquarters of the Fund ought 
not to be considered without reference to the location of 
other international bodies which will be established, In 
our view, therefore, it is premature to make anJ final 
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decieion on thil utter until more 1a kno'llll concerning 
the general fraaework within which other bodiea will work. 
The aaae obserTations apply equally to the location of 
the projected Bank. Neither the Fund nor tbe Bank ought 
to be conaidered in iaolation fraa much wider propoaaia 
which will be necessary to re-eatabliah the peaceful 
econany of the world. 

"Bia llajuty' s GOvernment may, ther.efore, find it 
necessary at same later date to ask th~t all auch inter­
related questiona should be considered as a matter for 
decision between governments rather than in technical 
conference. 

•subject to this reservation, we accept !lternative ! 
and withdraw our own amendment. •. 

Now, if I am correct, that isn't what the Chancellor 
said at all. 

llR. !CRESON : Let me read it. Saae of it is in the 
same words, I think, llr. Secretary. 

•Dear llr. Secretary: J!ter 111 conversation with you 
the other day, I communicated with the Chancellor of the 
Exchequer, and have received his final instructiona. lhen 
the clause about the location of the Fund is reached at 
the Cammi saion, he authorizes me to withdraw the Britiah 
amendment, but in doing so it places on record that in 
view of Hi s lla)esty's Government the question of where 
the headquarters of the Bank should be siW«lought not 
to be considered without reference to the location of 
other international bod1e1.• Now, that, I think, i• 
almo1t the 1ame worda he uses there. 

'\le allo ukl me to let you know that in hi• view I 
wa• understating his difticulties when in aentioninf 
in mf previou1 letter the riak of increasing opposit on 
to the Fund in London I added that this was not a major 
conaideration. The Chancellor asked me to tell you · 
privately that he expects public and Parliamentary opinion 
to be very sensitive to this point. He is anxiou1, there­
fore, for me to explain that apart from the wider con­
aiderationa which I have alraadf .. pbasized to you, Hie 

164 
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Majesty's Government must not be considered as debarred 
hereafter fran making a condition of acceptance of the 
plan that the headquarters of the Fund shall be in Europe 
or such other location as may be decided to be in the beat 
interest of the Fund, Jll the work of the Conference is, 
of course, .ad referendum. 

165 

~t the Chancellor asked me to make clear is that 
this course must not be understood to affect that general 
understanding in its application to this particular issue. 
I should add .that the Foreign Secretary has bean consulted 
b,y the Chancellor of the Exchequer, and the above represents 
his views as well as those of the Chancellor." 

I don't think that is very different fran what he 
said, do you? 

MR. WHITE: No. 

MR. COX: There .is· one difference, though, that at a 
later date they can put as a ·condition the question of 
the location of the offices, so if they put this release 
out and change their minds at a later date, it will be 
embarrassing •. 

MR. WHITE: They are putting the reservation on, 

MR. COX: But the press statement doean't contain 
any such reservation. 

MR. ACHESOO: It doesn't go as far as the letter, 

MR. lHITE: But wouldn't the reservation, with respect 
to that, have to appear in the document; and if it doesn't, 
what status does it have? 

llR. COX: When the thing canes up in the Coamiuion, 
according to the press statement that Keynes has, they 
attach no condition or reservation . They attach words 
saying that the problem ought to be considered in the 
light of the general international organization that ia 
set up, and other international organizations. . 
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Now, between the time of the work of the Commission 
and the time of the Final Act, if the letter may possibly 
be executed, I should think you would be in a very 
embarrassing position, where they withdrew Alternative B 
and agreed to A, and then at a later date attach additional 
reservations. 

MR. WHITE: What is the status of a letter of that 
kind with reference to the Fund? The Fund is a separate 
international document to which they can--

MR. LUXFORD: Mr. Secretary, my own reaction is 
that the reservation by U.K. is no different than a 
reservation by any of these countries on quota. It simply 
means that they object to it, but in the final analysis 
there is no choice as to whether they accept the Fund or 
not accept it, and they can't be rewriting the dooument •. 

H.M.JR: May I in confidence give you people a little 
background'l I don't think I am coloring my ramarks with 
wishful thinking. I started a personal conversation with 
Lord Keynes on this subject in which he first said he 
would withdraw. Then before we got through--after half 
to three-quarters of an hour--he said, "I will recommend 
to my Government that I make a mild protest and .sit down. • 
Now, that was his exact langaage to me. That was the 
impression that I got, and I saw him subsequently. He 
said, ~. Morgenthau, I think you would be pleased to 
know that the Chancellor has accepted my recommendation, 
but I just want you to know it is a very ticklish situation 
at home. 11 

Now, those conversations have gone from withdrawal 
to a mild protest, and so forth. Then I got this letter, 
and in reading it, I still got the impression that they 
would protest, but they were aatisfiea, and that this 
matter of location of the Bank and the Fund, aa far as 
the United States was concerned, was settled. 

Then I read the press statanent. In the press state­
ment he brings up this question which he did in the first 
letter, that he wished it would not be settled here, but 
would be left as between governments. 

166 
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Now, there are a lot o! aaart people in thie roaa, 
but that ie mJ lapreeeion o! the Tarioue etagee. But 
the press statement doesn't carry that out. Am I wrong 
or right? 

167 

MR. LUXFORD: I think you are right, but, Kr. Secretary, 
it a eems to me that they are in exactly the same poei tion 
as these countries complaining about quotas. They can't 
go back to their Parliament and aay, "We juet gan in on 
thie. • They have to aay, "We made a proteat. • But the 
decision that Parliament will haTe to make ia whether they 
ac'cept the Fund or not, and I wouldn' t worry about it, 

H.K.JR: But, 1Uf I answer you? They could aake a 
mild protest and sit down without saying that they !eel 
that this Conference ia not the place to do the thing, 
that it should be settled subsequentl1 between governments, 
which wae his original position , 

MR. LUXFORD: But they are withdrawing the Alternative, 
which expreealy ao provided. I think the1 are just saving 

. face at home. . 

H,K.JR: But in thia abort preas conference, I don't 
know what! and Bare; and i! I don't know, how the heck 
does the man on the atreet know? 

KR. LUXFORD: He will know at the preas meeting 
t oday, They will ask ua what that means, and we will tell 
them. The1 haTe the two alternatives in their bible. 

H.W.JR: ire you aatis!ied with the preea statements? 

KR. LUD'ORD: I don't aee how we can interfere. 

H.Y.JR: No, he ia asking my adTice, He ie sanding 
it to me in adTance. I! it ia npt agreeable, he gives me 
an opportunity to aay that I don_t like it. 

KR. WHITE: It •••• to •• our poai tiou ought to be 
that thia is no dit!erent !rca an1 other proviaf011, that 
the International Conference baa paaaed on thia document. 
They can aake any reaerntione the7 wieh. It hae no better 
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status than any other countr;y's reaenation. To aaaume 
that they can settle this thing with one other oountr;y 
outside the Conference seems to violate the whole concept 
of the Conference. 

Supposing Ruaaia did that and said that the matter 
of the quotas is something that she wants to settle with 
us alone after the Conference. If they want to have a 
reserva~ion, they will have a reservation. 

H.1oi.JR: 1olay I aalc, Luxford, please, what A and B 
are? It is impossible for me to follow. 

MR. LUXFORD: Alternative A provides that the head 
office shall be in the country with the largest quota, 
that is, the United States. 

Alternative B says that the Board of Governors at 
this first meeting shall determine where the head office 
shall be. 

H.M.JR: He is. withdrawing Band letting A stand, 
but protesting against A. · 

· MR, ' LUXFORD: That is right~ protesting lightly. 
They are ·saving face, that is all. · 

168 

MR. ACHES<li: Mr. Secretary, I think there is only 
one sentence which is significant in this press release, 
and that is the one which says, "His Majesty's Government 
may, therefore, find it necessary at a later date to ask 
that all such inter-related questions should be considered 
aa a matter of decision between governments rather than 
in a technical conference.• 

Now, up to that .time he is just saying that they 
give in to this idea of having the Fund in the U. S. The7 
think that it ought to have been done some other wa7, but 
that is just talk. Now he sa7s that at same later date 
the British Government ma7 find it necessa1'7--it doesn't 
sa1 there to see that all these int~related questions-­
that is, where all of the headquarters are going to be-­
should be considered between the governmen~s. 

I 
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Now, if it should turn out that a satisfaotor,r 
disposition is made of the headquarters of other possible 
organizations, then they might not have to raise it. 

H.Y.JR: Well, Dean, as an attorne7, would 70u mind 
telling me in this letter that he has there--does he 
point out that same reservation in the letter? 

YR. ACRES eN: Oh, yes . 

H.Y.JR: That it would be subaequentl7 left to 
governments, that that is their reservation? Is that in 
there? And if it is in there, would you mind reading it 
to me? · · 

169 

YR. ACRESOO: He starts out by saying that in 
withdrawing his objection he places on record that in 
view of His .llajesty's Gonrnme.nt the question of where 
the headquarters of the Bank should be situated ought not 
to be considered without reference to the location of 
other international bodies. ~~ is anxious, therefore, 
for me to explain that apart altogether from the wider 
considerations which I have mentioned to ;rout Hie .llajeet1' a 
Government must not be considered as debarre4 hereafter 
from making a condition of acceptance of the plan that the 
headquarters of the Fund should be in Europe or such 
other location as may be decided to be in the best interest 
~f the Fund.• Now, that ia the same thing. 

YR. WBITE: That is true of any reservation, isn't it? 

MR. ACHESON: Yea. They are not to be debarred from 
sayin~ it ought to be somewhere else. He says, "They ma7 
find 1t necceaaary at a later date to ask that all such 
inter-related queationa•--that ia, where the headquarters 
of this and man7 other organizations ma7 b~-- •ahould be 
considered aa a matter of decision between gonrnaenta, 
rather than a technical conference. • I think it ia a 
different -., ot sa7ing the same thing. 

H.M.JR: You think that in view of that letter I 
would have no right to ask th .. to leave oft the laat 0 sentence, in the preea· releau? 
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MR • .lCB!SON: I thlnlt you could ask hia to. I don 1 t 
think it is a qu .. tion ·or right. He baa not, in the 
letttr, said anything inconsi stent with the letter. 

llR. LUXFORD: We can be nry gracious . We are 
getting 'l'hat we went after. We ought to let them do as 
much as they can do. 

llR. IBITE: I think it it better for him to say it 
and throw the subject into public diaoussion . 

llR. !CRESON i I don 1 t think you have any right to 
ask him, in the sense that you cannot say to him that he 
is going further in hie press statement than he told you 
he would go in his letter. He is not doing that. 

170 

H.M. JR: Th•n if you don 't mind, you can uet on• of 
the ladies outside and dictate an answer to both of these 
for me. I should think an answer should go out immediately. 
Is it Collado you want? 

llR. A.CHESOO: Yes . 

H.ll.JR: Cou1d you take five minutes to dictate an 
anewtr to both letters, please? 

YR. COLLA. DO: I will do that. 

H.)l.JR: Now, 1s anybody watching the clock? I mean, 
does somebody have to leave? 

llR. WHITE: I have to leave as soon as possible for 
a special committee meeting, but I have a couple of things 
that I must take up . 

llR. LUXFORD: I have a abort one here. 

H.)l. JR: lla7 I take up one more, please,· and then 
let it go. I can 1 t raumber who told me, wt sOilebody-­
oh, rea, the Delegate from Norway came to see ae and said, 
~r . llorgenth&u, Where does the American Delegation stand 
on the BIS? Because,• he said, •whoever repreaente you 
on that has given the impression that you are opposed to 
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the resolution ~o diaaolve the BIS." Be aaid, •I am juat bringing it to your attention.• . 

r would like to bring it to the attention of the American Delegation. 

:MR. WHITE: I will read the ae.ntence : "The United Nations Monetary and Financial Conference recommends that the Bank of International Settlement be liquidated at the earliest possible moment." In support of that are Norway, France, and Belgium, and I think they could line up a majority. But England baa been very busily at work, trying to get them to withdraw, and they tell me that the State Department here is alao supporting the English. 
H.M.JR: That ia what ia known aa an impersonal accuaation. (Laughter) 

YR. ACHESON : It isn ' t ao impersonal. 

H.M.JR: All I can aay ia, that postponing this Con­ference baa made Harry ill, softened Harry. 

KR. WHITE: Made me more subtle. 

H.Y. JR: I will stick to my original, · if you don't mind. 

171 

Anyway, please, the Delegation chould have a discussion ao at least we know where we stand. 

YR. ACHESON: I will atate what our position has been, and that is that Senator Wagner baa been the Delegate on Commiaaion Three. He is gone. There hasn't been &ny other delegate. Yr. Luthringer baa been attending the aeetings, but baa not sounded off on thia aubject. Our view is that it ia unwiae and undeairable to mix up what happens to the BIS with thie Conference. We do not think it ia any part of thia Conference, and, therefore we ehould not have thia resolution; we ahould l eave it alone. That is the advice which we gin the Delegation, blt nobodf baa bean making epeechea about that in the Commieaion. 
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llR. WHITE 1 It haan' t oome up in the Co.lllllli aaion ;yet. 
It hae oome up at the Committee meetings. 

H.W:.JR: llay I go around the room? Congrusman 
Wolcott, please? 

llR. 'M:>LCOTT: I don't think it ia material. I don ' t 
know much about the operation of the HIS, but it aeeae 
to me that we are going a little far afield in recommending 
that without giving it a little more consideration. If 

172 

I were voting on the subject in committee, I think I would 
probably vote present, because I don ' t know ver;y much 
about it, and perhaps that is the reason wh;y this Conference 
shouldn ' t take an~ action on it. I think there are man;y 
delegates who don t know an;y more about it than I do. 

H.K.JR: I am sorr;y, does that mean you vote for 
having it dissolved, or not? 

llR. WOLCOTT: I think I would vote against considering 
the matter. 

KR. COX: Kr. Secretary, ma;y I say something about 
the relevance of it? The publi~ generally, doesn't know 
what the BIS il. The;y do know to some extent that it is 
an international bank. There is abo an iapreaaion that 
it has been domi nated b;y the Nazis, and I should think it 
is certainly a ~rave case, but it is not disconnected 
from this Conference, in that ;you sa;y ;you are trying to 
do t .he things other than what the Nazis did, and this is 
one block that ;you want to take out of the way. I should 
think that would be given same weight in the consideration . 

H.K.JR: Supposing we passed a resolution in favor 
of the diuolution? Has it an;y meaning? 

llR. LUXFORD: It does han this much, Kr. Secreta17, 
that a substantial number of the countries represented at 
this conference are members of the HIS and do hold the 
stock of that bank, so if there were an expression of 
view on the part of this Conference that it should be 
diseolvedt and the countries owning the stock joined in 
that reso!ution, it would have significance . 
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MR. WHITE: The Dutch and British said that if this resolution were passed--! got ~ information from Orvis Schmidt, who is outside . He ought to be in on it, because he has been following it for us . 

H.M. JR: Bring him in. 

MR. WHITE: I understand that they said if this resolution were passed McKittrick would resign at once. 
H.M. JR: And, so what? 

MR. WHITE: That will be just terrible! 
(Mr. Schmidt enters the conference) 

MR. WHITE: McKittrick would be forced to resign at once . Then there wouldn' t be· that degree of influence or advice . We are t alking about the resolution on the BIS, and the question was asked, ·~at would be the force of the passage of such a resolution?" I was mentioning the fact--did you tell me that somebody said McKittrick would resign? 

MR. SCHMIDT: The British took the position that if this passed UcKittrick would probably resign, and that it might mean the liquidation of the BIS. 

MR. BRONN: Mr. Secretary, I have a personal interest in this subject, because the voting power of the American shares in the BIS rest s with the First National Bank of New York and the First National Bank of Chicago, jointly. It was set up that way at the request of the State Depart­ment a.nd the Treasury, and we find ourselves in that posi­tion. It is an awkward situation for me as a member of this Delegation to vote on it . Personally, I believe that once peace is restored and the war is over i n Europe, the BIS ought to be liquidated at the earliest possible moment. I think it would be very unwise, speaking per sonally, to pass a Norwegian resolution at this Conference, but I want you to know that I am in that peculiar position. 
H.K. JR: Well, you said that a couple of days ago . I haven' t forgotten it, but I am glad you repeated it . 
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llR. COE: Mr. Secretary, I would like to aak how fOU 
would explain it to the public if the Conference doean t 
pass it. It ie the ~ort of thing that haa achieved a 
good deal of publicity. 

174 

YR. WHITE: What defense would we have for the .tmerican 
Delegation opposing it? Wbat interest do we have in the 
ms? 

MR. ACHESON: I think, Yr. Secretary, if they want 
to go ahead with this resolution, it would be wise to 
talk with Yr. Hull, who has asked McKittrick as I understand 
it, to continue with his duties . I think we ought to talk 
with Mr. Hull . 

H.M.JR: Could we just go around the rooa? 

}{ISS NEWCOOR: From what I know at this point, I 
would want to know a great deal more before I would vote 
to dissolve it. It seems to me it has some separate 
functions, and that leaving it there doesn't interfere 
with what this Conference is called for. But I don't 
know enough about it to be sure of mf opinion at this 
point. 

H.M.JR: Ia Mill McKittrick one of your students? 

}{ISS NEWC<JlER: Yes. 

H.M.JR: She has some very def inite notions on this, 
so she has informed my daughter. Do you know how she 
feels about it? 

}{ISS NEWC<JlER. She didn't inform me, except she said 
she wanted her father to came home, so she might favor the 
dissolution . (Laughter) 

H.M.JR: She was ver;y cute. She read this article 
in PK about it, and she aaid, •I think~ is r ight, and 
fatner is wrong." That is what Vassar doee to these girls. 

llR. WHITE: Mill Newcomer, the thought wasn't that 
this would interfere with the Fund; that ian't involved 

Regraded Unclassified



• 

0 

0 

-15-
175 in the picture at all . This is merely a ~netary and Financial Conference, and the Delegation of Norway, com­bined with others, has taken the opportunity of the first international conference dealing on monetary affairs to recommend the dissolution of the BIS, which in their opinion is undesirable . It isn't to interfere with the Fund; it wouldn' t . It rests on quite other gr~unds, which I am sure you are fami liar with. 

Kiss NEWCOWER : I do feel uncertain about it but I would want to hear more discussion before I would be willing to discuss dissolution. 

R.M.JR : Mr. Spence? 

MR. SPENCE: I don' t think I have sufficient knowledge or information to' cast an intell igent vote on the subject . 
MR. TOBEY: Well, I will put mfSelt ·in the category of Jesse and Brent. But on the other hand, I should go along with the leadership of this Conference represented by you and Dean Acheson and Mr. White. 

H.M.JR: You will be riding two horses which are going in different directions . 

MR. TOBEY: If that were so, I would probably flip a coin. 

MR . WHITE : Except there are two horses riding in one direction. 

H.~. JR: Three horses. I am trying to be very judicious. Mr . White, as a Delegate, would you care? 

MR. ~liTE : I would support the motion of t he Norwegian Delegate . I think it would be a salutary thing for the world. I think the fact that it has been presented--if it hadn' t been presented, we could ignore it, but if it hae been presented and it is known that it has been withdrawn at the request of the American Delegation, or the !mericans have opposed it in the light of the history of the BIS and the status and ownership during wartime, I think it would . create more trouble for us. I think it is very pertinent to a monetary conference . ! monetary conference doesn 't deal only with the Fund and the Bank proposal; it is a meeting of Finance Ministers who take this instrumentality-­there is no other one--this is t he occasion where they are expressing their views about the BIS, and I think we ought to suppor t the motion. 

Regraded Unclassified



• 
-16-

H.M. JR: Kr. Schmidt? J.ay I explain that Kr. Schmidt 
is Acting Director of Foreign Funds of the Treasury. I 
don't know whether you are familiar with the transactions 
in r egard to gold immediately after war was declared by 
BIS. · I think it was either the Polish or Czech gold--are 
you familiar with that ? 

MR. SCHUlDT: I am not familiar with the detail s, but 
Mr . Istel has mentioned· that the BI S took the Czech gold, I 
believe, and delivered it into the hands of the Germans . 

H.M. JR : ~Y I explain a little bit further, because I 
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am familiar with it . There was this question of the ~ld 
which Czechoslovakia had on deposit , as I understand ~t, with 
the BIS for safekeeping. After the declaration of war the 
Germans demanded it after they seized Czechoslovakia--! 
bel ieve I am correct--and they turned that gold over , althou~ 
this was supposed to be, what shal l I say, an international 
body? And at the time 1'hen we followed it very closely, the 
explanation was not acceptable. 

Now, if anyboqy has another story to tell on that , I 
would be very glad to hear it, but ever since that, we in 
the Treasury have been prejudiced ag~inst it , and we feel 
that the action of the BI S was most reprehensible at that 
time. 

MR. TOBEY : Incidentally, what was the amount of gol d? 

KR. WHITE : I think it was thirty-ei ght million dollars. 

l.ffi. SCHiliDT: Around forty million . 

H.li. JR : They could perfectly ..vell have kept it in 
SWitzerland for them. 

MR. LUXFORD: Mr . Secretary, if I might underscore what 
you are saying, I would go along and say that the actual 
effect of the BIS dissolution from a practical standpoint 
isn' t too ~ortant to this Conference , but it is a 
symbol, and ~t has been represented as a symbol to the 
American public . The control of the BIS, by virtue of 
the Nazi occupation of the countr i es of Europe, now is 
in the hands of the Nazis , and that has been widely 
stated throughout the U. S, They control all the · countr ies 
in Europe--the occupied countries-- so they do dominate 
and control t he Board of Directors of the BI S. Those 
being the facts , i t has been widely publicized, and as a 
symbol, it would be very difficult, it seems to me , for 
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the U. S. t o take any position other than if the other countries wanted to dissolve it, it should be dissolved. 
H.ll. JR: llq I say this, the Vice Chairman of this meeting not being present, may I please take the floor? (Laughter) After all, one can learn ! 

1r! 

What I would like to say is this: Let's be very frank on this thing. I followed the BIS extremely closely 
for years. Mr. Werle Cochran of the State Department was loaned to me by the State Department, a very able 
reporter , and once a month he would go to bat and attend these meetings and report what happened. For fears I foll owed the operations of the BIS. 

Now, a certain amount of the opposition which is 
coming here, like Yr. Beyen from Bolland and sane of the other people--Yr. Beyen was formerly President of the BIS. I am going to be very frank, because I think I should be, becaus6 I have this knowledge, and I want to pass it on to you. When I get through you can contradict anything 
I say that you don 't think is correct (to Ned Brown). 

People like Leon Fraser, formerly President of the BIS, and now Preaiden~ of the First National Bank of New York--he is one of the spearheads of opposition to 
what we are doing here, and has surrounded himself with a e;roup who are fight ing what we are doing here. Now, thi s BIS isn't very important, but it did try to do the kind of thing that we are going to do here . They were never able to do it, and, as I say, they did, under pressure and under the gun, permit Czechoslovakia' s gold to be stolen by the Germans . The Germans and the other s do 
control it . And it is more or l eas in~ mind a symbol of Nazi instrument ality. 

Now, I don't sa1 that Mr. Frase~ isn' t a very fine 
American citizen, but he hae certainly l oyalties which run there, Just the way Kr . Wc!Cittr!ck hae, Kr. Beyen has, the Prlllle Minister of Finland haa, and the fellow who up to ver1 recently was Priae Minister of Finland 
has. 
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H. M.JR: And people like that of the Central Bank. 
I mean, this was the sort of thing where an exchange of 
information--Doctor Schacht would come there, and he 
would meet Montague Norman; they would take their walk, 
and afterwards each would tell what he wanted to, to 
our man, Kr. Merle Cochran. It was sort of an inter­
national club for these people to meet in and do a kind 
of a job which they could have done, possibly--which we 
are attempting to do here, and will do if this thing goes 
through. . 
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Now, if this thin~ comes uv and the American Delegation~ 
doesn't take- the posit1on, I th1nk in the eyes of the wr 
Germans--they would consider that this is t he kind of 
thing which can go on, and it holds out to t hem a hope, 
particularly the people like Doctor Schacht and Doctor 
Funk and that the same kind of thing will continue after 
the war.. It weakens the position here, and strengthens 
people like Mr. Leon Fraser, and some very important 
people like Mr . Aldrich, who have openly opposed this 
thing. 

I think, if I may say so, we ought to do one or two 
things, either see that the thing is withdrawn and it 
doesn ' t come to a vote--! personally feel that there is 
only one thing that the American Delegat ion can do, and 
that is to support it, purely as a matter of international 
propaganda. Where is Mr. Sweetser? 

(Mr. Sweetser gesticulates) 

How Mr. Sweetser in ~a over the short wave is goi~g 
to justit,y that this Conference is going to support the · 
continuance of the BIS, after what they have done to me, 
is just unbelievable . So I would like to again bring it 
to the attention--! mean, I knew Montague Norman, through 
Beaverbrook, fought the English coming to this Conference 
tooth and nail. And when Mr. Norman became ill and had 
to retire and Lord lato of the British Treasury was put 
in, the thing changed, and Mr. Keynes was able to persuade 
the British Cabinet to let this Conference go forward. 

MR. TOBEY : Providence is on our side, isn't it? 
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H.M.JR: It baa been, and I hope it will continue to be. Tbie ien't a small matter. Mr. Sweeteer-- ;you who hne been in Geneva, aa I onrexaggeratlng the iaportance tor international propaganda on thle thing? 
llR. SWEETSER: I don't think ;you are, Mr. Seoretaq. 
H.M.JR: It would be Tery difficult to explain, wouldn' t it? 

MR. SWEETSER: Yea, I think it would be . 
H.M.JR: Mr. Sweetser fo r man;y ;years was Director of Public Relatione for the League of Nations and has been lhing in Geneva for ;years, so he knows these tricks, and we are ver;y fortunate to have him with us. 
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So may I please again ask this delegation to recqneider, , and I will now retire as Vice Chairman and resume my capacity. 

MR. WHITE : As a neutral chairman? 
H.M.JR: Just like Mr. White. 
MR. BRCRiN: Kr. Secretary, I don't want to talk ver;y much, but I would like to make two or three remarks. In the first place, the seizure of Czechoslovakia wae recog­nized bf. moat of Europe, including England, ver1 unfortunatel;y. Whether, in spite of that fact, it was wise or proper for them to turn over the Czechoslovakian gold. i 1 debatable. I have no doubt--Leon Fraser has expressed to me that the BIS ~f.ht to be liquidated. He ea1e it is dieoreiited. I don ' t nk there ie an1 eubetantiTe difference ae to when it should be done. MT own feeling ie that if a resolution ie passed in the fona proposed U, the Norwegian Delegation McKittrick will reeign, and ;you will get a Nazi- elected president. You m&'1 find that the gold that is still held and the balances that are atill held for aame of the inTaded countri es m&'¥ pass into Nazi handa more readil7 than would otherwise be the case. 

I would like, number one, to see the Norwegian reeolution wi t.hdraa, and in the eecond place, it it ian • t 

Regraded Unclassified



• 

0 

0 

180 

- 20 -

wi thdra1111, I think that the aaenaaent ought to be that 
on the establishment and the going into operation o! the 
International Monetary Fund, the BIS ought to be disaolved 
instead of just a resolution that it ought to be dissolved. 

MR. WHITE: I am very strongly against that. I 
think that is the worst thing that we could do . 

H.M. JR: I don't think he is finished, Harry. 

KR. BROWN: I am fearful that passing this resolution 
aay actually cause money to go into German hands in gold 
which aight otherwise not go. 

H.K.JR: Kq I ask Foreign Funds a question? Could 
the Swiu freeze this thing? 

KR. SCHKIDT: Sure, they could. 

MR. LUXFORD: They have i.mposed freezing control• 
before. 

H.M.JR: Have we au!!icient influence ao we oould 
get th .. to freeze the thing ao the gold wouldn't leave 
Switzerland? 

YR. SCllliDT: I don ' t aee whf we couldn't. That would 
be the logical thing. 

MR. LUXFORD: But you couldn't assure it. 

KR. COX: !aide from that, one, whose gold is held, 
and two, if the countriea concerned, for example, if 
Norway has gold in the BIS and wants to propoae thia 
resolution with the ria~a that the Nazia may take it over 
in the lack of Swiss oontrol, I should think that would be 
a deoision in large part for tham to make. 

Now, what oooupied oountry doea have gold in the BISY 

MR. SCIDIIDT: I wouldn't know what all h held. 

H.K.JR: DO fOU know, Kr. BrosY 
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MR. BROWN: I don't know, but I do know that the 
Dutch and the British have much la~ger interests in the 
BIS than bway and are oppoaed to this resolution. 

KR. SCIWIDT: I mi~t aay, Mr. Secretary, that I 
have talked around to get the general rlew of the various 
delegations with respect to this matter, and the only 
delegation that I have found that had an;y opposition to 
a simple resolution has been the Netherlands Delegation, 
headea b;y Mr. Beyen, and the United Kingdmn Delegation. 

YR. WHITE: Didn't some of the British favor it at 
first? It wasn't until the foreign office got busy, was 
m;y understanding--some of the Delegation even now favor 
it. 

H.M.JR: Senator Tobey, has anything that I have _ 
said or anybody said influenced you here at all? 

MR. TOBEY: Yes, I have revised~ opinion since you 
have spoken and this collateral evidence has been offered 
here. Andi of course, my hatred of the Nazis is so acute 
that I wou d be inclined to go along with the resolution, 
taking into consideration what our good friend Brown 
said, also. 

H.K.JR: You would? 

MR. TOBEY: I would be inclined to go along. 

H.M.JR: Well, I can't overemphasize what Mr. Sweetser 
sara, who, as I say, is one of the beet informed men on 
th1 s sort of thing, having lived in Geneva--how man;y ;years? 

KR. SWEETSER: Twenty. 

H.ll. JR: Do you know anything about this thing that 
would throw any light on BIS f rOIIl that, that I haven't 
mentioned? 

llR. SWEETSER: No, I don't t}tink so, Mr. Secretary. 
I think it is true that it has come to be considered very 
mucp of a Nui interest, blt I do think one thing that 
might be helpful, if you take this action, i1 there could 

• 

181 

Regraded Unclassified



0 

• 

-22-

be a fairl7 full explanation of the reasons for it. The 
resolution as it stands at the ·moment is very brief and 
very terse, and I think rou would want to give out some 
of the facts that rou have stated to strengthen the re­
action. 

To ~ mind, there is a good deal to be said for a 
clean deal in some of these older agencie~, and I think 
the Bank would be one of the first ones that ought to be 
cleaned out . 

H.M. JR : Mr. Wolcott, has anything been said here 
which would make rou oha.nge rour mind? 

IIIR. WOLCOTT: Well, I don It know as I had anr mind 
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on the matter to be changed. The on17· thing I am thinking 
about is whether we are not perhaps raising a collateral 
issue, and I am wondering what the effect of that collateral 
issue would be upon the thing that we are more concerned 
about . I don 1 t think it makes much d.ifference one war 
or the other. I think the matter could be handled all 
right . 

I had in mind that perhaps this is one of tne sub­
jects that must be taken up at the peace conference in 
respect to reparations and repayment of this gold, and 
settlement of the Bank, perhaps as a logical matter for 
agenda at the peace conference. 

I was a little concerned, after Mr. Brown talked 
there, as to what might happen to the gold that is held 
b7 other neutrals. I think that is a matter for them to 
consider, and not for me. 

H.Jl. JR: Mr. Spence? 

MR. SPENCE: How has the BI S functioned since the war? 

KR. WHITE: It has performed ver7 minor operations. 
It has been moatlr in the state of suspense in its operations . 
It has hoped to give the impression, and attempted to t ry 
to be neutral in ita activities in the expectation and the 
hope that when peace was being discussed it would come into 
the foreground and provide a medium for possiblr getting 
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together the various countries. The1 hope to pla1 an important role in the peace settlement. I know whereof I apeak, and eo does the Secretary, because--well, we just know. If the Secretary wants to tell, he can tell. the1 hope to be a moderating influence in the treatment of German1 during the peace conference . That is whT Germany baa treated it with the greatest of care . She has perai tted her to pa1 eli rldanda; abe hae let the people in BIS come and go acroaa enemy terri tor7; abe has bean extremely careful and well disposed to the BIS, because ahe nursed that baby along in the hope that that would be a useful ageno1 that would protect her interests beyond those that any other institution around the peace table would. In faot.Sch~oht has lived in Geneva aoae time, and ia quite friendly. The1 han nuraed this thing along for purposes which far transcend the activity which she engages in; they are minor. It ia a vehicle of great importance; wbether they are dreams or considerations or plans, I don't know. &t that is what ia there in the minds of the Germans now. 

I sa7, if the Secretary wants- ­

YR. SPENCE: What is the control? 

MR. WHITE: It ia controlled by Germany. 
MR. SPENCE: I think that is a powerful argument for diuolving it, it seems to me . What interest have we in it? 

KR. WHITE: .1 couple of banks. The Government of the 'United States would never belong. 

YR. BROWN: The banks themubee have no intereet in it; there was a considerable block of !merican stock that was underwritten--! have forgott•n how auch. 

H.K.JR: Ten million dollars? 

YR. BROlliN: It waa aore than that. 

KR. IHITB: Row, their investaent? 
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KR. BROWN: No, not their investment; the stock waa 
underwritten. 

H.V.JR: But today, how much lq dollars of stock 
in BIS 1a held i n the U. S.? 

VR. BROWN : It is very difficult to say. Jll the 
.Alaerican sha res have been a old, and it was mostly bought 
by foreigners, I believe. The stock certificates are 
probably here . I doubt if many Americana hold any con­
siderable--

• MR. SPENCE: Did the U. S. Government underwrite any · 
of that? 

VR. WHITE: No. 

MR. TOBEY: Did J . P. Morgan undeMrrite any of that? 
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MR. BRO\l/N : The State Department and Treasury Department 
were responsible, prior to 132, for the formation. The 
State ~partment asked the Firat National Bank of New York, 
J . P. Morgan, and our selves to underwrite the American 
shares. I mean, that was prior to 132. . 

MR. WHITE: They couldn 1 t get the Government to do 
it. 

VR. SCfiUDT: Mr. Secretary, on that point we have 
rather recent information, since they have recently filed 
an application to pay certain dividends. The total 
divlaenda would be payable within the United States, aa I 
recall 'it, of about fi f ty· thousand dollars, and a lot of 
that would be paid to people who are holding the stock on 
behalf of foreigners, so the total American holdings of 
stock in the BIS is practically negligible . 

VR. TOBEY : Would t he Bank liquidate to stockhol ders? 

VR. SCIDI.IDT: I dan' t lmow. 

MR. WHIT!: I don't think their loaaea woul d be 
great. What diaturba ae, Mr. Secretary, ia not what 

I 
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would happen it the t.hing were brought up, but if the 
thing were raised and withdrawn, the status of the BIS 
immediately springa; it was preeented and turned down. 
Tha~ means that they approve of ita existence. They 
acqui re atren~th and statue by virtue of it, and that 
is the main d1fficulty. 

MR. TOBEY: Then why isn't ~r. SFence' s auggestion 
a constructive one to add to this def1nit~ concrete, short, 
brief resolution sane amplification, and the forty- five 
nations who hate the Naz1s would be presumed to do as 
much as we do, to come out and indict the ~azis and get 
same popular acclaim and support f rom the representative• 
of the different nations because we have taken the atep. 
If we are going to do this thing, let's do it with a 
punch. 

H.M . JR: I take it you would attack it as a Nazi 
instrumentality. 

MR. TOBEY: Absolutely. 

MR. COE: Concerning my earlier question, I think 
you can give that very good explanation for supporting 
the resolution. I have not yet heard any sort of explanation 
that could go over with the public very well as to why 
you backed out on the resolution, or, in fact , opposed it. 

H.M.JR: Gentlemen, I feel t hat this thing is much 
more significant under the surface than it is on the 
surface . I have watched Mr . Beyen operate. I have watched 
him run over and see the Delegate, Mr. Gutt, and we have 
here a little group who repreaent what we bad in the past, 
which dldn' t function. And they are supported and spear­
headed in New York by another group who are opposed to 
what we are doing here. I mean, just to give you an 
example--the story may have reached all of you on the 
arrival of the Australian Delegation--the Delegate was 
taken to lunch by Mr. Taa Lamont and by Kr. Winthrop 
Aldrich, and they worked on him very hard to get him to 
o.ppoae having this Conference. llben they got through 
and found that they were not successful, they said to 
him, ~ell, it iR useless your going up there,anyway, 
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because it will never get by Congress.• Have I repeated 
it fairl:r accuratel;? · . 

KR. SWEETSER: Yes, sir. That is what I was told • 

.V:R. 'roBE!: You have t.he 1111plification to that 
thought on the part of certain prominent men in this 
countr:r making that same statement, and prejudging the 
case. Congress is a deliberative body. Announcing 
it can ' t pass Congress--! can't understand that kind of 
Americanism, myself. 
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H • .V:.JR: But the point I am talking about is this, 
that if we don't grasp this metal and grasp it fil'lll;y, as 
somebody said here, we are giving it a status as a com­
petitor that has failed, a competitor that is Nasi- controlle 

KR. TOBEY: What you are doing by :your silence and 
inaction is aiding and abetting the enemy. 

H.M.JR: I agree with you wholly, and particularly 
in view of Mr. Funk's speech last week·. 

MR. WRITE: It is more than inaction, it is positive 
action. 

H.M.JR: If you please, Dean. 

KR. ACHESON: Kr. Secretar:y, what I wanted to bring 
out here is that there are two principal considerations 
which have been put forward on this, one is the propafanda 
effect of this, and attached to ·that, or connected wi h 
that is the possible effect of such a resolution of 
diminishing any power of the BIS to effect a peace settl.ment. 

H • .V:.JR: I don't understand that last statement. 

MR. ACHESCih Well, Har17 euggeated in the courae of 
his r..arks that the BIS hoped to be a moderating factor 
in the treat.ent of Genaany in the aettlaaent after the .. ,1 and if a reaolution of thia sort were passed, it 
wou d diainieh the capaoit7 of the Bank to do that whereaa, 

0 if it were not paaaed, it would increase ita capaclt7 to 
do it. I wanted to point out that both of those oonaiderationa 
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operate very largely in the field of foreign relatione 
and clearly are considerations on which the opinion of 
the Secretary of State ought to be given very great 
weight. 

The other t1Pe of consideration is the one that Kr. 
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Brown mentioned and which I suggested, and that ia the 
actual praoticai effect of this on the operations of the 
Bank and the BIS, and the ability of the Germans to get 
the gold. ' The thing there that must be considered ia 
that pa ssing this resolution increases rather than diminishes 
the possibility that the Germans will actuall7 profit • 
during the war by getting the assets of the BIS Now 
mafbe they won 't get the assets, but this does not heip 
that situation. 

H.K. JR: Do 70u mind, if it is familiar to you, telling 
this group about the notice that went out either from 
State or Treaeury to the neutrals in regard to enemf 0 gold? Are you familiar with that? 

0 

MR. ACHESON: You mean the looting resolution? 

H.W.JR: Yes. 

MR. ACHESON: Harry can deacri be that better than I 
can. It wae a general notice that the Allied Governaents 
told neutrals that thef acquired any gold at their peril. 

H.M.JR: And that would apply to this gold of 
Czeohoslovalda. 

KR. ACHESON: The Czech gold, Mr. Secretary, aa I 
~derstand it, ia a wholly different situation, and would 
not be governed b7 this at all. The Czechoslovak gold 
was turned over before the war, not after the war. 

H.K.JR: It waa turned over after Germany invaded 
Czechoslovakia. 

KR. ACHESON: Yea, it waa turned over. 

KR. LUXFORD: You would catch it at a different 
point. The Gold Declaration eaid that any gold transferred 
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to neutrals by Germany or the Axie-- thoee transfers would be deemed to be void. Therefore, take the C•echoelovakia gold--even though it wae held b7 the Germane--and you might eay, we can't go behind that--any transfer of that gold f rom Germany to any other country is cau~t, eo you force Gel'llanJ to hold it until you can dietr i6ute it. 

WR. ACHESON : Well, I· just wanted to point out- ­
H.W. JR: I would be very glad to call up Cordell and talk to him. I have no hesitancy whatsoever. 
WR. ACHES<lf: That ie what I amgetting at, loir. Secretary. What we are doing here i s really to attempt to decide an important matter of foreign policy, the chief effect of which ia either in the field of propaganda or in the field of post-war relations. 
Now, if this were being decided in Washington as a statement, i t would be one on which the Secretary of State' s advice would be--

H.loi . JR: I would be del ighted to consult with him. 
MR. ACHESON: That is the point I am trying to br ing out . He ought to be consulted, and we ought not to t ry and decide this . 

H.M. JR: Ae soon as this meeting adjourns, I will call up Cordell and discuss it with him. 
WR. ~EITR: Could we postpone any fu r ther discussion on that , Mr. Secretary? The meeting of the Canmiseion ie at eleven o' clock, and there are one or two point~ on thati whereas, this Collllli ttee meeting can be postponed unti you have an opportunity to talk wi th Mr. Hull. 
H.M. JR: I woul d be delighted to talk with Cordell about thie. I am fairly confident what hie answer will be, so let's postpone it until I diecus1 with Mr. Hull how he feels about it, and I will report back to the American Delegation what he hae to eay. 

• 
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MR. WOLCO'rl': Jlr. Secretaey, u.y I inject one aore 
thought in reapect to this? You can u.Jce a cue out for 
the resolution on the grounds that the BIS acti Yity is 
incoapatible with the Bank which WI are setting up. 

MR. WHITE: I wouldn't put it on that basis. 

H.M.JR: Is that period? Would you mind repeating 
it7 

MR. WOLCOTT: In addition to the other arguments 
which have been put forward here, could we make out a 
case for this resolution for the dissolution of the Bank 
on the ground that the BIS ie incompatible wi th the Bank 
which we are setting up? 

H.K.JR: I belieYt the answer to your question is 
yes • . 

MR. WOLCOO'T: I think that 110uld be helpful, at 
least . I oan see the weight of these other arguments, but 
after all, they are tsn~orary; and if we can ~e out a 
case that the BIS activ1ty is no longer desired on the 
ground that it is incoapatible with the Bank which WI are 
setting up, it strengthens our position • 

R.M.JR: I think it is an excellent point. • 

189 

Now, Mr. White has several things he would like to 
clear. 

MR. WHITE: Ckle is, a decision must be made with 
reepect to raising the queetion of location at this meeting. 
That is the chief item of business . The assUmption is 
that Alternative i, which says the head office should be 
in the country w!. th the largeat quota, will come before 
the COJIIII!uion mee~ing and will be Yo ted upon. Don any 
of the discussion which has gone f orward up to now alter 
that? Because, that will be the first order of business. 

H.K.JR: ia to the location? 

KH. WHITE: Yea, that goes through. 
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MR. LUXFORD: I have one other. 

H.K.JR: If there is such a hurry, Pete, could you 
excuae youreelt to dictate an answer so I could sign it 
and send it ·upstairs? 

Ia that all right with you, Dean? 

KR. ACHESOO : Yea. 

KR. WHITE : I informed Keynes it ~s going to ccne 
up before I ~ew you were--

H.K.JR: Yes, . but I think I ought to acknowledge 
Kr. K~es'letter. 

MR. \\JUTE: Luxford hae the second point. 

KR. LUXFORD: The United Kingdom has expreaaed ita 
view several times that there ought to be an emergency 
amending process available to the Fund in the event of 
cataatropne or in the event that for some reason or 
other one of the technical provisions as aiplied to future 
circumstances result s in an extremely diff cult position 
for the Fund • . 

Now, they had proposed that on an unanUious vote of 
the Executive Directorate you might modify soae of the 
provisions of the document until you had an opportunitr 
to have an amendment go through the regular procedure to 
the various countries. llow, Ylbat it reall;r means is, you 
give the Executive Directorate a temporary provision to 
recommend the document. We have expressed our doubt on 
that provision, because i t gives to an Executive Directorate, 
even thougb the U. S. is on it and it couldn't be done 
without their permiesion, extreme power. Or at leaatl it 
mieht be so .regarded, even though it may be a desirab e 
obJective. ·. 

What we have tried to do ia to think in terms of an 
approach that would meet the probl.m that the British were 
after, without giving these broad powers to the Executive 
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Directors. I would just like to read a paragraph to get 
your reaction. "In t he event of an emergency arising 
from war, catastrophe, or from other circumstances beyond 
the Fund control, .which emergency threatens the operation 
of the Fund in whole or a substantial part, the Executive 
Directors by unanimous vote may suspend the operation~ of 
the Fund for a period of one hundred and twenty dAys," or 
you might say if you have suspended the transactions ·and 
operations of the Fund you will relieve the countries of 
their obligations for that period. Then to continue, 
"Such suspension may be continued by four-fifths vote of 
the Board of Governors for a period of not more than 
three hundred and sixty- five days, but may not be further 
extended, except by an amendment to this Document in the 
regular way. " The thought would be that if a cri s ie 
occurs, the thing to do is for the Fund to suspend its 
transactions until the countrie s have an opportunity to 
decide what measures they want to undertake to change 
it. . 

Would there be any objection on the part of this 
group to that kind of a proposal? There may be a problem 
there, that the British have pointed out, of war or other 
catastrophe which would make it foolish for the Fund to 
try to operate under the present system of this Document 
without a change. 

The proposal we are offering is, instead of the 
Executive Directors trying to amend the Document, you . 
just suspend operations until you have had an opportunity 
to permit the countries to pass on what they want to do. 

H.M.JR: What ~s your pleasure, please? 

MR. COX: May I raise two questions, Kr. Secretary? 
I wonder whether you want to eay "in time of war,• rather 
than just saying in general terms, "in grave emergency. " 
We don ' t anticipate another war. 

KR. LUXFORD: I think that is a good suggestion. 

KR. COX: The second question is, once you are in 
the inevitable position that once you suepend by thie 

' 
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operation, it is hard to turn the clock back. I suppose 
the regular voting procedure might h:.ve to continue . I 
don ' t inow as there is any other solutipn to that kind 
of an emergency situation . 

llR. WHITE : .Ul they do is, the Ex.cutive Board votes 
to suspend operations . They can begin c5'perations at once, 
but they can propose to recognite that if they don ' t want 
an amendment they can immediately resume operations . It 
is only during the process of modification that they would 
have to suspend. 

YR. COX: But once your operations are suspended, 
then there is a likelihood that you will have to con­
tinue that suspension for a time, and that will make a 
major difference, I should think, in the operation of 
your Fund. Suppose .there is a mistake in the judpent 
of a grave emergency and you do suspend the operations 
for one hundred and twenty daye . To pick up the strands 
after that will be an exceedingly difficult job. 

YR. WHITE: All they have to do ia pass a motion 
to resume operations . It ie just aa though it remained 
in suspended animation. 

l.ffi. ACHESON: Clear what we mean by operations. 

llR. WHITE : It ia the buying and selling of exchange. 

YR. ACHESON: That doesn ' t mean operations such as 
having a member apply for an exchange in the par value of 
hie currency? 

. 
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KR. LUXFORD: No, this is the article on transactions. 

YR. WHITE: l!u1ing and aelling of exchange. 

llR. ACHESCif: I think Oscar had a0111e question aa to 
that . 

llR. 1HITE: I thought it was listed. 

llR. LUXFORD: It will be . 
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lffi. ACHESON: If you make that clear, I think it 
would answer that. 

MR. TOBEY: Put that in. specifically. 
' MR. LUXFORD: :Yes. 

Now, there may be certain correlary obligations 
that you may have to reliete, too, if you left the Fund 
out of transactions. I would have to check that carefully 
to see wnether there are an.y obligations of members that 
are so intimately tied up with the right of access to the 
Fund. 

MR. WHITE: Tbat is the repurchase difference. 

MR. COX: Is the language so broad that it includes 
all the op~rations? 

MR. LUXFORD: No, I am going to spell it out. 

H.M.JR: While this discussion has been going on 
between you good people, how does the delegation feel 
about it? Mr. White would like to have an expression 
of opinion., please . 

MR. BROWN: Well, I think the Fund ou~t to be given. 
power to suspend exchange transactions and relieve the 
members of their obligations to either make gold payments 
or continue multilateral collection. I don't think it 

·ought to go beyond that. 

MR. WHITE: Yes. 

l4R. LUXFORD: That is what we had in mind, Ned. 

H.M.JR: Would anybody else like to express an 
opinion? 

MR. WOLOOTT: I think that as long as the language 
is definitive sufficiently to .preTent any fundamental 
•~change by the Board, it is wholly de•irable that they 
be given same latitude. 

• 
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H.K.JR: Do you feel that that gives you enough 
backing? 

MR. ~ITE: Yes, that is all we need to go into the 
meeting. 

H.K.JR: Would anybody else like to speak? 

Just one second please; just take one minute to tell 
me what is up for the rest of the day. I just don 't know, 

MR. WHITE: At 'present a special committee is meeting 
to make its recommendations to the Commission meeting on 
the Fund. That is why he is tr¥ing to run out and get 
that prepared. The Commission 1s supposed to meet at 
eleven oiclock. At the Gommission meeting there will be 
two important things. 

H.M.JR: Which is tbat'Z 

MR. WHITE: The final Canmission One meeting on the 
Fund, It will probably be brief, unless there is something 
untoward comes up, and one of them will be the question of 
the location of the head office, The other will be this 
amendment, and there a couple of things which the delegates 
may raisei the Egyptians may raise a point. And there will 
be a coup e ·of other points that we have to wind up. But 
if everything runs smoothly, the Commission meeting ought not 
take more than an hour, and it will complete the work on the 
Fund, and will be the last meeting, I gather, of the Commission . 

Then the reporter of the meeting will report to the 
plenary session, but that will wind up all the Commission and 
Committee meetings of the Fund, except there may be a little 
drafting . Ther~ will be a report of the Drafting Committee, 
too . That is what occurs in the morning. 

Now, Commission Two on the Bank, I gather, is meeting 
this afternoon. 

MR. ACHESON: I think that has been postponed; they 
are trying to finish the committees. 
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MR. WHITE: Now, eaunission Three, which deals with 
this problem that was discussed this morning on the BIS, 
and deale with a problam which I understand baa been given 
some consideration here--but I am afraid not nearly enough--

(Mr . Vinson enters the conference.) 

KR. WHITE : I would like your permission to' bring this 
up before this Delegation takes any position on it before 
Commission Three. This is the resolution on enmny funds . 

We haven't time to discuss it this morning, but I 
would like your permission to postpone the Committee meeting 
on Commission Three, which is to take this matter up until 
we have had a chance to present it to this Delegation for 
action. -I think it is very important. 

H.M.JR: Vfuat is the subject? 

MR. WHITE: The subject is the looting of property 
by the Axis. 

H.M. JR: Do you want to do that now? 

ltR. WHITE: No, we haven't time. I wanted t.he right 
to reserve a decision until we have had time to reraise 
it and discuss it. 

' H • .M.JR: I don ' t think you have quite made it clear, 
Harry. 

lffi. \\l!ITE : This was to come up today. The American 
Delegation, to my knowledge, baa not taken a position on 
it, though some of the members have expressed views . 

H • .M.JR: And you want it to go over? 

MR. WHITE: Yes, until you have had a chance to 
consider it carefully. 

H.M. JR: Is that agreeable to the Delegation? 

(No response) 

Regraded Unclassified



0 

• 

0 

- 36 -

H.Y. JR: It is agreeable to the Delegation . 

I have one ·thing. Before a position is taken by the 
Delegation, or whatever the appropriate committee is, on 
same kind of special treatment of those countries which 
have been devastated, I would like to have that discussed 
once more by the Delegation . I don 't mean the twenty-five 
percent deduction on the gold; I mean same sort of treat­
ment for countries . 

MR. WHITE: These are the two things that we drafted 
for the Russians, end we showed it to several of the 
Delegates, and I was going to raise it . I t is with the 
Bank, however, and not with the Fund. 

lm. COLLADO: It comes up at two-thirty. 

KR. ACHESON: That is what I wanted to rise to. 

H.M.JR: Can we meet at two o'clock? 

MR. WHITE : Yes . Or we could meet at twelve, if you 
like, or twelve-thirty. 

II .M. JR: Vlhat would be your pleasure'l When would 
you like to meet? 

MR. ACHESON: As soon as we can . 

MR. BRO~N: Twelve- thirty. 

MR. "HITE: Unless the Fund strikes a snag and doesn't 
adjourn before that . How is that? 

H.M. JR: Let's meet wi th the same group again, if 
you please, at twelve- thirty. Would you get word to 
Luxford.? · 

The meeting is adjourned • 
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lul.J 18, li« 

IIIJ deu Lord lepea: 

I haTe bad an opportunlt7 to exa.ine 70ur two let­
ter• of lulJ 17th, and 70ur propoaed atat ... nt for 
t he preaa relating to the location of the hllll and of 
the Bank. 

I would ... no objeotlon to 70ur proceeding aloag 
tb••• general lin••· but 1 wlah to call to rour att•~ 
Uoa one aentence la the propoaed pPeaa reln•• 'fbla 
11 the IIDtiDDI which atatea

1 
8 Je1theP the J-.4 DOP the 

Buk oupt to be oou1dered a holatloll fr• the 
••h w1aer propoaala wh1oh will be neo••••PJ' to re• 
eatabllah the peaceful eoono-r of the world.• 

Ia -r opWoa thh atateMilt, putlculaPlJ 1t 
rnoTed hoa 1t1 aolltext, alpt appear to ·~•t 
a oau1derable po•tpo .... at of oaaaiderat1oa of the 
Baat • .a rua prcpoaall which WI hor. will •t• 
fr• thh collfarenoe. i bel1ne 1t 1 tha 1ateat1oa 
of tha pr••• Peleaae to ra1•• th1• la1ue oalJ wlth 
relatloa to the looatloll of the llllt1tutioaa ..a 
oouequeatlJ aug11t that 7ou ooaa1der rewordlq tlle 
IIDtiDDI· 

Slao•r•lJ 70Ura, 

/! ~~~fl: 
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THE LOCATION OF THE FUND 

On behalf of the United Kingdom 9elegation, I am withdrawing 

Alternative B. standing in our name. But I wish at the same time to make 

it clear that in the opinion of tho British Government the location of the 

headquarters of the Fund ought not to be considered without reference to 

tho location of other international bodies which will be established. 

In our view, therefore, it is premature to take any final decision on this 

matter Wltil more is known concerning tho general framework within which 

<:) these other bodies will work. The same observations apply equally to the 

location of the projected Bank for Reconstruction and Development~ 

0 

Neither the Fund nor the Bank ought to be considered in isolation from the 

much wider proposals which will be necessary to re-establish the peaceful 

econorey of the llorld. His Majesty's Government may therefore find it 

necessary at some later date to ask that all such inter-related queationc 

should be considered as a matter for docision between Governments rather 

than in a technical conference. It is subject to this restt'Wticn that 1-m 

accept Alternative A. and withdraw our own amendment. 

Regraded Unclassified



• 

• 

• 

• 

199 

UNITED NATIONS MONETARY AND FINANCIAL CONFERENCE 

Dear llr. s.cr.tar.r, 

After .q COilftnatiOD witb 7011 tbe otber dq I c '"' catecl. with 

the Cbancel.lor ot the 'Jr'ebeqwr Ulll baft receiftd b1a tiDal in.ltl'llctioaa. 

-.eo the cl.aue allolat the locat1011 ot the hDd 1a reacbecl at the 

C ' .. ioo, be avtboriHe • to withdraw tbe Britiab &Mnt nt, bat ill d.oi.a& 
• 

eo to place it 011 noco:rd tbat ill tbe new ot B1a ~&t7'e Oofti'OMIIt the 

qll&atiCIII whano the beaclqu.rter• ot tbe Bank aOilld be dtuatecl. OQ&bt DOt to 

( 

be ooD.ticlered. without reference to the locatioo ot otber iaternatioaal boclltr.""' 

Be alec aalta M to let 7011 kDow that ill bie new I wu 111111leratatin& 

bi• ditticulti .. 'llbUl, 1n .-ntionin& 1n .q p~Oil& letter the riak ot 

1ncreu1ns oppo81t1011 to tbe J.l'wld 1n Loadon, I Mt:l.ed. that thie _. not a a&jor 

oonaid.eratioo. 'l'be Cbancallor aake M to tall 7011 print.J.¥ tbat be apacte 

pQblic Ulll ParHmnt&1'7 op1n1.on to be 'f'lll'7 8C&it1ft on tbie point. He b 

anx10118, tberatono, tor M to expl•1n tbat, apart altoptber n-- the wid.ar 

oouiciG'ationll 'llbich I baft al.read;y Mpbaa1aed. to JOQ, Hb II&Je&t7'• 

0oft~ -t DOt be oonaid.ered. U debarnod bereafter n-- yk1 Dl & 

condition ot acceptaoee ot tba plUl that the lleadqurtera ot tba I'IIDd aball 

be 1n Blarope or au.ch other location u u:r be decided to be 1n tba beat 

intereate of tbe J.l'wld. All the work of thie Contenonce b, ot couree, 

.1!! Ne£!!!41a. llhat the Cbancellor aake • to lleke clear 1a tbat thie 

corr .. poadence -..t not be IID4eretood to attect tbat s-ral 111111lerat•nctt "& 

1n ite applie&tiOD to tb1e particular 1a-• 

<2Mgoellozo 
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UNITED NATIONS MONETARY AND FINANCIAL CONFERENCE 

l?tb Jul¥ 1944. 

Our llr, S.cretar:r, 

With reference to rq l etter wbicb I Hnt JOU tbu aornin& 

aboe.t the locaUoa of tbe P'w>d., JOil ~ can to - the at&t-t 

which I aa iDtendin& to ll&lce wben t.bb -tter ~• up at. ec-1ae1oo 

I. The Cbancellor bop .. tbet there will be u little tu .. about 

thia u pouibl a i n the Pre .. , &Dd we here tbi.nk tbet the beat wa;r 

or aecuriDg th1a end would be b7 releui.D& t.hia to the Preaa. It 

iDca.plete and inaccurate atoriea re&cb tb• tbe7 will be 80N 

iDtareated then it the actual atet .. ent 1a put into their bend&. 

Your• a1Dcerel7, 

The Hon.Hen17 llor&entbau, Jr • 
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UNITED NATIONS MONETARY AND FINANCIAL CONFERENCE / 

. . . 

• 
18th Jul7 1944. 

• 
'nle Location of the FUnd 

tbanke for ;your l etter ot J~ 18th. I quite 

ec;ree with ;you. We do not want to make aey •~~&&••tion of undue 

delq. I therefore caitted t.be .. ntence to 'llhich you call attentioo 

in the etateaent which I made at the meeting of the eo..isaion tbia 

'nle Hon.Hanr;y Morpntbau, Jr. 
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BANK LOANS-BIS-LOOTED PROPERTY 

Present : Yr . White 
Yr . ~ith 
Mr. Vinson 
Kr. Wagner 
llr. Wolcott 
Mr. ingell 
J£r . Brown 
Mr. Tobey 
Mr. Luxford 
Mr. Schmidt 
Kr. llcDermott 
J6r. Coe 
Kr. Sz1111czak 
Mr. Kelchner 
Mr. Ness 
Miss Newcomer . 
Mrs . Morgenthau 
Mrs . Klotz 

l!r. Acheson 
!.r . Collado 

Bretton Woods 
July 18, 1944 
3 :30 p.m. • 

H.ll. JR: While we are waiting, Ur . White, let's go 
ahead on the Bank matter. I have bad my conversation 
wi th Mr. Hull, but I would rather wait until Mr. Acheson 
comes in. 

YR. WHITE: I will Just distribute this provision . 

YR. TOBEY : That ought to be quite a sweetening>. 

MR. WHITE : Yea, it is in general terms. It doesn't 
really commit the Bank to a.nything. They wanted something 
more specific in the way of lower rates, and so forth1 but we refused to offer them that . I don ' t know whether 
this will be acceptable. It ie lees than what we aaked 
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• 
for, but we think it is quite enough. 

KR. TOBEY: 

liR. WHITE: 
that ie right. 
about this with 

It is a stata of mind. 

It is important from that point of view, 
Jesse Wolcott, the Judge, and I talked 
them, 

R.M.JR: I would like to have a discussion. 

lLR. 'M:IITE: Shall I read it briefly? •ror the pu.rpose 
of facilitating the restoration and reconstruction of the 
economy of countries whose home areas suffered great 
dev.aetation from enamy occupation and hostilities, the BLnk, 
in determining the conditions and terms of the loan made 
to such countri es, shall give ' special weight and considerauc'~• 
to expediting tbe reconstruction and lightening tbe burden 
of financing such reconstruction.• This wou~d apply to all 
liberated areas, and is naturally popular with them. Bitt 
it 1a Ruaeia who ie making the drive for the inclusion of 
same such statement in the Bank Draft--

(Kr. Acheson and Mr. Collado enter the conference.) 

KR. 1HITE: It becomes very logical for us to put 
something like this in on the Bank, where it waan 1 t on 
tbe Fund. That is what the Bank ie for , reconstruction 
and development. 

R.U.JR: Any discussion, please? 

KR. YiBITE: 
I This haan_t been presented to any caa.ittee 

yet. 

KR. COLLADO: Well, it waa a Russian alternative, It 
has been rejected once. 

' im. VINS~: Well, we had several suggestions that had 
been presented, and they were considered; then we came 
up with this language. We thought that it would be helpful 
in more ways than one. 

They endeavored to hold forth the needa of ~e dtv\a­
tated areaa, and, of oourae, we all are in aympatbJ with that. 
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They sought to write into the agreement a lesser interest rate, a longer period of years, and other terms and · conditione which some of us thought should not be writt en into the agraement. It would be simpler to write a statute into the constitution, and I feel that that language is satisfactory. 

KR. BROWN: Of course, actually it means almost nothing, becau~e the rate of interest will have to be determined by the cost of the Bank's borrowings, except for loans out of its own capital; and if that means that a loan to Brazil, for instance, would be floated at a lower rate of interest than one to Russia, the Bank couldn't help it. 
MR • .ACHESOO: lo!r. Secretary, I should hope that unleaa we are already committed to the Russians on this, we should not do it. It is going to cause a great deal of trouble, particularlf with the Latin Americana. 
This idea, which was a Ruasian alternative, has already been aubnitted to Committee Two and rejected • .Also, we had quite a drive put on in Commission Two by the Latin Americana to get same sort of a provision i n that at least half of the lpans shall be made for development, as ar.inst recon­struction. There was a great struggle on tha , and as a result of a compromise suggested b7 Lord Keynes, we now have a phrase which safs that there shall be equitable consideration given to both tfPee of loans, in view of the relative needs. That got us over that difficulty. 

Yesterday, in a meeting which the Judge attended with the Latin Americans on the subscription question, they at first said they did not want to subscribe anything except the very minimum amount which would let them out, because thef were perfeotl1 certain that there were going to be no development loans, and this was wholly a reconstruction proposition, and there was no reason why they should be inter­ested in it. We made long speeches to them and said that wasn't true, that this phrase that Keynes put in indicated that thi a thing was going to be justly and equitably decided, and it waan' t going to be alan tea in favor of any tfPe of loan . 

• 
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Now, if this thing canea out, I think you han them 
acared right back into the bushes again. In the meantime, 
they have agreed to subscribe three hundred million dollare 
to the Bank; everything is worked out. This, I think, is 
most unfortunate. . 

206 

KR. VINSC!i: Ian't it correct, though, Dean, that a 
number of them expressed themselves as being tully cognizant 
of and desirous of reconstructing the devastated areaa, . 
not only because of the aentimental attitude, but in their 
own self interest? 

MR. ACHESON: Oh, that is true, but that does not 
weaken the fact that if you say that you shall give special 
consideration to reconstruction loans and that you sha~l 
lighten the burden of finance, they will think that we have 
undone everything that bas been done by this Keynes can­
promise, and that we are back again to the European aa 
against the American position that this is to be one 
hundred percent reconstruction, and that they have no inter­
est in it. 

){R, WHITE: Wasn ' t the difference of opinion what you 
have just said, that the South Americans felt that the 
assets of the Bank were to be almost entirely devoted to 
reconstruction loans which would leave them out in the 
cold, since they don't have to be reconstructed? Apparently 
assurance has been given, and I should think quite reasonably 
and quite effectively, by the phrase of equitability as 
between the two, so they now are assured that developmental 
loans will be a part of the program. 

It seems to me this relates to aomething quite different. 
This merely relates to the fact that the greater special 
weight and considerat~on in e~edit~f the reconstruction 
and lightening the barden--1 don't nk this negates the 
assurance given them that developmental loans wi ll play a 
role, because, after all, thla Fund is eight billion dollars, 
guaranteed, and that doesn't mean that there won't be plenty 
of developmental loans in the whole of the Latin American 
countries, but a small portion of the total under any cir­
cumstances. 
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llR. ACHESOO: I quite agree that if you look at this 
paragraph and read it solely from the point of view of 
what the !nglish words mean, it does not say that there 
will not be development loans, If you read it literally, 
it means absolutely nothing. It just wastes words in the 
agreement. Therefore, the Latina will say it must mean 
something other than what whese words convey, and that 
means that the emphasis is going to be entirely on recon­
struction loans. In effect, all you say is that for the 
purpose of facilitating loans, the Bank, in making loans 
to occupied countr ies, will give special weight to expedit­
ing the work and to lightening the burden of finance , Well, 
that is exactly what the whole Bank is about. 

MR. WHITE: It says, "For the purpose of facilitating 
the restoration and reconstruction of the economy o£ those 
countries whose home areas have suffered great deva station. 
The Bank, in determining the conditions and terms of loans 
made to such countries, shall give special weight and con­
sideration to the fact that they have suffered very severe 
devastation and are in need of that special consideration 
in ligntening their financial burdens." 

If the position you are taking is that the Latin 
American countries will be opposed to this as stated, that 
is one thing. If, on the other han'd, they accept it, why 
should we object? If they oppose it, then they oppose it, 
but in the discussions that I nave heard from YeXlco, Cuba, 
and possibly one of the others, I am doubtful whether they 
would object to ·.this, where they would object to failure to 
assure them that they will be able to get some of the loans. 
You could hardly blame them for not wanting to subscribe 
if the t enns of the Bank in their judgment were to exclude 
them, in effect, from getting any loans. But since you 
have assured them of that fact, I think this is a secondary 
consideration . 

I think they recognize also that the countries who 
have done the fighting and the suffering in order to save 
them are entitled to certain special considerations. At 
least, if they are not, we will find out, 
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MR. ACHESON: The thing I am trying to bring out is 
that this row has all been settled once, and baa been 
settled amicably. In the Statement of Pur~ose we em­
phasized reconstruction loans. We stated 1t three times 
in the very f i rst paragraph, so that is all right. All 
through the document we have made clear that reconstruction 
loans are important . We got this phrase in, which .fixed 
up the Latina, and now all that trouble is asleep. We are 
going to stir it all up, not only Latin !merica, but India, 
and other parts of the world. We stir it all up for no good 
reason. 

The only thin~ you say here is that in considering 
the terms and conditions, you shall realize that the countries 
have been devastated. Well, good gracious, that is why 
we are having the Conference, and' that is why we are having 
the Sulk. 

MR. LUXFORD: Couldri't we have a little quiet caucus 
with some of the Latin Americans and see whether they would 

· feel terribly strong about this, especially if we explained 
to them on the side why we needed this kind of provision? 
Would it be out of order to talk to Mexico, Cuba, and Brazil, 
which are spearheading most of the Latin American operations? 
If they are going to put up the battle you. suggest, we will 
reconsider. 

H.Y.JR: I might say that in several conversations 
which I have had with Yr. Yendes-France, he has been most 
unhappy over the fact .that there bas been no recognition 
of the fact that his country has been devastated, so far. 
Of course, something like this would naturally be very 
pleasi ng to him. 

YR. ACHESON: Well, the very first words when you 
begin the Bank draft is, what is the purpose of this? 
You open the whole araft of the Bank, and these are the 
first words, •To assist in the reconstruction and develop­
ment of member countries by facilitating the investment of 
capital for productive purpose, including the restoration 
of economies destroyed or disrupted by the war, the recon­
version of productive facilities to peacetime needs, and 
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the encouragement of the development of production and 
resources in less developed countries. • 

There you have two statements about reconstruction. 
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YR. ltiiTE: You think this is not in harmony with that? 

YR. ACHESON: No. I mean, you are 1ust stirring up a 
lot of trouble that you don't need. However, if you want 
to take it up with these countries and see how they feel 
about it, that is all right. I think you are going to 
scare than up in the hills again and find it hard to get 
them down . 

H.~.JR: As long as Yr. Acheson doesn't object, I 
suggest that the appropriate people sound out some of the 
more important South American countries . I found Mr. 
Wright very intelligent and very helpful. 

MR. WHITE: Excellent. 

H.Y.JR: If it is agreeab~e to the State Department, 
he might assist you. 

KR. COLLADO: Yr. Secretary, on either Saturday or 
Sunday, this very issue with words very similar to this 
in their entire force-- ! don't have them with me, but they 
were very similar to these words--was debated in Committee 
Two. There was a lot of discussion . It was put to a vote, 
and it was voted down, Twelve countries, including France, 
Belgium, Netherlands, Poland, and Czechoslovakia were 
present and discussed it with two Latin American countries, 

Yr. Brown, weren't you there when they took that 
vote? 

MR. BROWN: No, I think not. 

YR. WHITE : Do you remember the phrase which is left 
out? That was the phrase, Judge, that we objected to when 
we talked to the Russians . Do you remember? 
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lm. COLLADO: I can send for it . 

H.M.JR: We will take your word for it, Pete . 
KR. WHITE: I think it is important that this is quite different than what was turned down. We also objected to the phrase saying that it was a specific requirement that the interest rates be lowered. 

YR. COLLADO: Not t he phrase I am disoussing. 
YR. LUXFORD: What position did we take on it, Pete? 
MR. COllADO: We didn ' t say a word. It was a voi ce vote. I don't know whether anybody actually spoke for the U. S., but no one spoke against it . 

MR. LUXFORD: Tile thought I had in mind was that Yef7 frequently the position we take is that Russia might be against it, whereas, if we say we will support this, you can bring a lot of support with it, provided you talk to these Latin American countries fi r st and explain it to th1111. 
H.M. JR: I am watching m¥ time, because I know you have a meeting at four o'clock. 

Unless somebody suggests otherwise, I would carry out the suggestion that somebody from the State Department and somebody associated with Mr. White sound out theae South Ameri can countries on this resolution, and then if we have t ime--and we will have time--report back to the American Delegation what the plans are . Does anybody object to that? · 
(No response) 

.All right. 

N0w, after the meeting this morning I called up Kr. Hull on the telephone and read him the r esolution and spoke to him about it. 

Kr. Hull' a illlllediate comeback was that the BIS has steadily gone down in its usefulness until it has rea~hed 
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an all- time low, that he would be largely guided by what­
ever I advised, and whatever the American Delegation 
advi sed. He felt this was a matter in which he would be 
largely guided by whatever I told him. 

I explained to him how I felt , and I explained to 
him how some of the American Delegates felt . I also 
explained to him what Mr . Sweetaer said as to the over­
seas reaction,.nich had considerable i nf luence with him. 

In conclusion he said that I could report that he had 
no objection, that he would be entirely guided by whatever 
we wished to do, and he felt it was a matter which we 
should decide for ourselves . · 

So if you want any additional information on the 
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ars, we now have had an opportunity to get our files together 
throughKr . Schmidt, and I have plenty; it doesn 't read 
very well. 

MR. WI ITE: It might be interesting . 

lffi. SCHMIDT :· Do you have a copy of this, Harry? 

H.M. JR: I have copies here . You gave me the copies . 
Do you want something you gave me? 

~ SCHMIDT: I believe you have the Directors' copy. 
Out of the twenty-one, sixteen are representatives of 
countries that are either now our enemies, or are occupied, 
including Walter Funk and Schmitz the President now of 
I. G. Farben . 

The only people on the Board or on the Executive Com­
mittee that are not under enemy control completely are 
McKittrick, who is the President, and there is one Swiss 
and one Swede. We also found--

YR. WHITE : Who is the Swede? 

MR. SCH.MIDT: Ruth, I believe. 

H.M . JR: Ivan Ruth. 
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Well, Mr. Bull was unhesitant in his remarks and 
as to his opinion on the Eank. 

I also reported about Mr. McKittrick and hie bein~ 
there, and what •e should do to notify Mr. McKittrick 1f 
we took a.ny action, a.nd Mr. Bull' s ·reply was "Let Mr. 
McKittrick read about it in the newspapers ! !? I mean, 
those were hie exact words . 

· I said that you were worried about Mr. McKittrick, 
and so forth, and I repeated it twice. Mr . Hull said, 
~y bother McKittrick? Let him read about it in the 
newspapers ." I particularly brought that to his atten­
tion . 

I have an awful lot of stuff here about t he Bank. 

MR. TOBEY: The resoluti on i s before us, isn't it? 

H.l.! . JR: Yes . 

MR. TOBEY: I move for its adoption . 

H.M.JR: You have heard.Senator Tobey's motion . All 
those in favor signify by saying aye. 

(Unanimous aye . ) 

H.lf. JR: Opposed? 

(No response.) 

H.M. JR: Motion is carried. 

MR. WHITE: Could we bring up the question of looted 
property in that same Commission meeting. 

(Mr. Schmidt distr ibutes papers on looted proper~y . ) 

H.M. JR: If anybody at any time would like to know 
something about Doctor Beyen and who he is and the statement 
made about him in the British Parliament, we have a very 
interesting document here . He was President of the BIS 
at the time of the Czechosl ovakian incident . 

212 

Regraded Unclassified



.· .· 

• 

0 

0 

- 11 -

l!R, VINSOO: He heads the Delegati on from the 
Netherlands . 

KR. TOBEY: Is he here? 

H.U. JR: He is here, yes . 

If anybody would like to know something about him and 
statements made in the British Parliament about him, we 
have a document available containing the details of what 
happened at t he time of the Czechoslovakian gold. Mr. 
Schmidt has all of the documents . He has the full history 
now, Uy memory was fairly good, but Mr . Schmidt has all 
the things . 

MR. TOBEY: Is Mr. Schmidt with Treasury or State? 

H.M.JR: He is the Acting Director of Foreign Funds 
of the Treasury, and I asked him to phone down to Foreign 
Funds to get this information. The Director is John 
Pehle, who is on leave as Secretary of the Pre sident 's 
Refugee Committee . 

l4R. SCHMIDT: On this matter, Mr. Secretary, I might 
say that there are two resolutions that have bean turned 
in on it, one by Poland, and the other by France, recom~ 
mending in general that some steps be taken to request 
the neutrals to take steps to prevent the enmny from 
secreting as sets within neutral territory or from disposing 
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of looted property in neutral t erritory . We have participated 
jointly with the Uni ted Kingdom and the Soviet Union in 
the past in making t wo declarations, one in which it was 
stated that we wouldn 't recognize the transfer of title of 
anr sales, and another limited spec.ifi cally to gold. 

Now, this i s a resolution which baa been gotten up, 
more or leas, combining the ideas of the French and the 
Poliah1 whioh gives a few "whereas• clauses, calling 
attent1on to tlie fact that as the war progresses and it 
becomes apparent that the enemy is about to lose they 
will be taking more active steps to secrete fund~ in 
neutral territory and to dispose of their property and 
it calla upon t he neutral countries to take steps t o prevent 
t hat . 
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The last paragraph of the declaration would recommend 
the establishment of a commission to assist the nations in 
uncovering and segregating this stuff and getting it back . 

MR. TOBEY: What about cash already paid? 

MR. SCHMIDT: We asked them to assist in uncovering 
the stuff. 

It seems that making that request of the neutrals 
would have a very significant effect in neutral territo~, 
and would also pave the way so that when the war is over 
and whatever committee is set up then t o deal with it , 
begins t o· try and uncover some of this stuff or get it out, 
they would have this background in that they could point to 
the fact that we tol d them back at Bretton Woods they ought 
to be getting ready for it . 

MR. WHITE : There is, of course , very considerable 
indication t.hat funds have found their way out of Germany 
and other occupied areas owned by various Nazi leaders, 
who, in .anticipation of fleeing the count~ or having their 
property confiscated, have very substantial ~s outside . 
They bought estates and industries and oorvorations, and 
there is evidence that the German corporatlons have been 
buying into South American corporations in the expec.tancy 
of being able to re-establish themselves after the war 
and not be subject to the expropriation or taxes that may 
be imposed in order to help pay reparations or things of 
that character. They are working through first , second, 
and third·fronts, so it is pretty hard t o trace it without 
having all the data available . 

H.M. JR : May I interrupt to have this resolution read? 
I s that agreeable , Senator2 

JlR. TOBEY: I think it is fine . 

KR. ~nliDT: It has three "whereas" clauses . (Reading) 

"WHEREAS: 

"1. In anticipation of their impending defeat, enemy 
leaders , enemy nationals and their associates and collaborators 
are t ransferring assets through clandestine channels to and 
through neutral countries to be concealed and held at their 
future disposal. Success on the part of such persons in 
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secreting and preserving under their control substantial 
amounts of assets in and through neutral countries will 
perpetuate their influence, power, and abilit,y to plan anew 
future aggrandisement and world domination. The efforts of 
the United Nations to establish ana permanently maintain 
peaceful internat ional relations after the oonclus:Jn of the 
present war would thereby be jeopardized. 

"2 . Throughout the past four years enemy coun t ries and 
their nationals have taken the property of occupied countries 
and their nationals . Enemy methods have ranged from open 
loot and plunder of currency, gold, securities, and other 
movable property, to subtle and complex devices, including 
the establishment of puppe t governments in occupied territories, 
designed to give the cloak of legality to their robbery and 
secure for themselves ownership and control of important • 
financial and economic enterprises in the postwar period 
despite the impending defeat of their armed forces. To 
ensure their success and to frustrate the efforts of post­
liberation governments to undo their work, they have, th,~n••~--· 
sales and other methods of transfer, run the chain of their 
ownership and control through foreign countries, both occupied 
and neutral, thus making the problem of disclosure and dis­
entanglement one of internat ional character. 

"3. Throughout the past four years as the enemy has 
occupied additional countries, the residents, under duress , 
have been forced to turn over to him their assets. The 
United Nations have declared their intention to do their 
utmost to defeat the methods of dispossession practiced by 
the enemy and have reserved their rights to declare invalid 
anr t ransfers of property belonging to persons within occupied 
territory. The1 have adopted special controls a.nd other 
measures not only to protect and safeguard pro~erty, within 
their respective jurisdictions, owned by occupud cou.nt ries 
and their nationals , but also to prevent looted property 
from being disposed of in United Nations·markcts or acquired 
by persons subject to their jurisdiction. 

"THEREFORE: 

"It is resolved that, in recognition of these con­
siderations, the United Nations Yonetary and Financial 
Conference: 

"1. Calls upon the neutral countries to take immediate 
measures to prevent aQT disposition or transfer within 
territories subject to their jurisdiction of aDT 
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"(b) looted gold, currency, art objects, securities, ( other evidences of ownership in financial or business enterprises, and of other assets looted by the enemy; 
as well as to uncover, segregate and hold at the disposition of the postliberation authorit ie s i n the appropriate country any such asoets within territory subject to their jurisdiction. 

"2. Calls upon the neutral countries to take immediate measures t o prevent the concealment by fraudulent means or otherwise within countries subject to their jurisdiction of any 

"(a) assets belon~in~ to, or alleged to belong to,~ • the government of and lndlviduals or institu tions within countries . with which· we are at war; 

"(b) assets belonging to, or all eged to belong 
to, enemy l eaders, t heir associates and collaborators, and 

to facili tate t heir ult imate delivery to t he postarmistice aut horities. ./ 

"3 . Recommends the establishment of a Commission to assist the nations of the world i n uncovering, segregating, controlling, and making appropriate disposition of assets to which this declaration is applicable, locating and 
tracing control of looted property and taking appropri~te measures to make restoration to its proper owner." 

H.M. JR: What is your pleasure, please? 

MR. TOBEY : Would it be practical to include therein the principle that all steps to transfer this property and to pass title , and so forth, shall be declared null and void by its governments? 

KR. LUXFORD: We have done that already, Senator. 
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~R. TOBEY : Thank you, 

MR. COX: Can I raise the question as to what consider­ation baa been given to putting teeth into this, other 
than the resol ution, because from the ~ublic standpoint they will say, "Is this just a resolut1on?" One possibility would be to stat e in the Bank or the Fund document t hat consideration could be given to the action of the neutrals before they are admitted to membership. I don't know Whether you want to consider that in direct sanction, rut here you have a disconnected thinf• You say they are to be held 
res~onsible, but you don t say how, And, without making i t an uon- bound rule, I think you might want to say in the Bank and the Fund documents that the extent to which they assisted in carrying out this resolution should be given consideration when they apply for me~bership . 

MR. TOBEY: "Failure t o cooperate al ong these lines would preclude any participation in the Bank and Fund," 

MR. COl: I would make it clear that the Bank and the Fund can use that as one of t he elements in deciding admittance . 

B.M.JR: I have never heard of this before. 

}.{R, ACBESrn: I was going to suggest something whi oh perhaps goes in the opposite direction from what Oscar 
just suggested, and that ~s that we give very careful con­sideration to paragraphs three and four of the resolution. In three the countries declare that neutral countries which fail to do so shall be held responsible. I don't know whether this Conference wants to declare something in the nature of a threat to the neutral countries. 

The second suggest ion is that t he Conference recom­mends the establishment of a commission to assist the 
nations of the world i n doing these things. Again, 1 don't know whether it is desirable to recommend that there should 
a commi ssion, rather then whatever machinery is going to be set up in Europe should take this on as one of its jobs . In other words, if we are having some sort of an .organization 
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in EuroFe, it had better do that, rather than have a separate 
canmiss1on, so that perhaps number three would read better 
by saying, "Recommends the establishment by the United 
Nations of appropriate machinery to assist in--" 

MR. WHITE: I think that would be an improvement, 
It doesn't matter to us what the machinery is, as long as 
it is appropriate machinery, 

Would you mind repeating the point before that, Dean? 

MR. ACHESON: This is a Conference, now, on monetary 
matters, One of the resolutions of this Conference is 
to declare that neutral nations shall be held responsible 
for failure to do t his. That is a threat by this Conference 
to the neutral nations . · 

I should t hink it wiser to leave that out and not 
undertake to have this Conference threatened. 

lm. SCHMIDT: Would it be better to put recanmendations 
in~--i t was deliberately left rather vagUe.-not saying 
what you were going to do, but leave it open to say you 
are going to watch them and hold them responsible if they 
don't? 

MR. COX: My point was that you shouldn't make general 
threats unless you can back them up, and you would be in 
much clearer shape, instead of mak1ng the general threat 
within the so- called juri sdi cti on of the Bank and Fund, 
The other way, you don't have power; and you have to go 
beyond that to the governments themselves and work out 
some kind of machinery by which you can execute the vague 
thN,At, 

There is just a question of having power to back up 
what you say and not having it too broad, but certainly 
broad enough within the power of the Bank and the Fund to 
say. 

MR. VINSON: What is the objection to t}lat, Dean? 

MR. ACHESON: There are two questions, In the first 
place, I don't think it is a good thing for this Conference 
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to threaten the neutral nations . I don ' t think it helps 
c•rrr out the policy, and the neutral nations will pay much 
more attention to the declaration which has already been 
made by the. British, Russian, and American Governments, 
than they will to a resolution coming out of Bretton Woods, 
so I think a general threat is a bad thing. 
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KR. VINSON: ' I am not speaking about the general threat, 
but about the sanction . 

KR. ACHESoN: On the specific question that Oscar 
raised, my guess is that it isn't worth while, so far as 
this looted property is concerned, to put that as a con­
dition to the entrance of the neutral nations into the 
Bank and the Fund. I think you are going to want the 
neutral nations in the Bank or the Fund, whether or not 
they have ta.ken what we call appropriate steps . 

MR. COX: I would just say that consideration should 
be ~von . 

YR. ACHESON: I wouldn't tie your hands by thi a kind 
of thing. 

YR. VINS<If : It seams · to me that the sanction end of 
it strengthens the work that has been dono and is being 
done in the tripartite effort . In other words, it is 
saying to them, "Now here, U.K., USSR and we have subnitted 
their posi tion in res~ect to the hiding and the disposing 
of looted properties . This Conference of forty- four 
nations is sort of implementing or reinforcing the purpose 
of the tripartite arrangement . 

MR. ACHESON: !11 the countries which are concerned 
with this have already joined in that; all the European 
oountries have joined in that declaration . 

YR. -WHITE: No, there were a lot of South American 
countries concerned from the point of vi ew of their 
position . If they subscribed to this principle through 
this document, it might provide ,a basis later on for getting 
closer cooperation. I don't know how effective it will be, 
but at least they state in principle that they subscribe to 
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that procedure, and they would not be included in the 
group which is operating now in London. 

llR. COE: !leo, they only implemented to the extent 
that they then had power, which was to declare that 
where a transfer was made in their jurisdiction they 
wouldn't recognize it . 

Now, you have the question up of whether with the 
forty-four nations here today on the Fund and the Bank 
you want to take a statement made by the United Nations 
and put a little more teeth in it. 

llR. SCHYIDT: The other statement that •a made sort 
of says, •]by at· your peril . " This says, "Takes steps to 
prevent it ~ran being concealed in your--" 

MR. ACHESON: What this says is that the Conference 
declares that anyone who fails to do that shall be held 
fully responsible. The Conference statement adds nothing 
to what the nations have already said who have the power 
to do that . I suggest that we don't add anything to it, 
but ~e may weaken ourselves . 
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llR. BROWN: I think as to Wr . Cox ' s suggestion you 
should put a clause in that they won ' t be aamitted to the 
Fund, or might not be admitted to the Fund, that if this 
Fund is to work well, it 1a highly desirable to get Sweden 
and Switzerland, who will have the two strongest currencies 
of Europe , in, and Argentina, which in spite of its lack 
of cooperation, is probably the soundest country financially 
in South America--at least ita bonds are so much better 
than any other. I am in full sympathy with the 'spi.rlt, but 
I agree with Dean that this Conference isn't a proper body 
of men to threaten the neutrals, and I think that if you 
put conditions in the Bank or the Fund which indicate that 
you wouldn't let them in, or may not unless the{ do thia, 
that you get yourself into subsequent difficult es when 
you very much want to get them in . 

llR. WHITE : What would it be like with that clause 
left off? 

lffi. COE: Supposing instead of saying ~old responsible,• 
you say, "This Conference notifies them that they expect to 
do it•? 

( 
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MR. SCHMIDT: Or, "recommends that it be held," or 
'?eoommenda to their governments Which the delegations 
represent." 

~. LUXFORD: I am not sure it isn ' t a pretty good 
statement without that . 

MR. WHITE: I think it is a good point there . 

MR. LUXFORD: The Conference is just handing out same 
dicta, whereas there are definite statement~,and the rest 
of the resolution looks good. 

MR. WHITE: Yes, I think Dean is right on both counts . 

KR. TOBEY : You gentlemen know the German psychology. 
~hat effect, if any, would t.he revelation to the German 
people that their l eaders have been segregating these 
funds in different countries have? Would it at all impair 
the morale of the German countri? 

MR. WHITE: Yea, fellows are lining their nests and 
getting ready to run out on tham. Some of them probably 
have planes ready, and what not . After all, thia money 
has been looted from the German people themselves. I 
should imagine that would serve to give them a little less 
confidence in their leadership. 

H.M.JR: Mr. Sweetser, would this be goo~ or bad over­
seas propaganda? 

MR. SWEETSER: I think it would be g·ood, but I think 
you would have to have specific cases to reach the German 
people in order to be effective . Simply to make a general 
charge ·that they are walking out, I don' t think, is very 
effective . 

H.U.JR: Yea, and lady delefatea and fellow members, 
what is your pleasure in regard o this proposal? 

MR. WHITE: I would like to see the two changes that 
Dean suggested adopted, and the rest of it adopted • 
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H.W. JR: Do you ao move? 
• lffi. 'MUTE: I so move, llr. Chairman . 

H.M.JR: All right, it baa been moved that the two 
changes sugge~ted by Mr . Acheson shoul d be incorporated in 
the resol ution and that the resolution be adoptea. 

MR. LUXFORD: I second the motion , 

H.M.JR: Those in favor signify by saying aye , 

(Unanimous aye) 

H.ll. JR: Contrary? 

(No response) 

H.M .JR: It is unanimous , The resolution is approved. 

MR. WHITE : Our business is over , 

H.M.JR: I have one very important announcement to 
make , · Mr~ Opie. convinced me last night that there is a 
young lady in the hotel who has a very wonderful war bond 
a on g. 

KR. WHITE: Was that what he said? (Laughter ) 
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H.K. JR: Anyway, she has a song, too. And I understand 
that the pianist of the English Delegation is quite an 
amazing person . Mr . Opie, who I understand according to 
Mr. Acheson is an exceptionally fine musician, and the 
young lady, who has lovely red hair, I believe, will be' 
in the Semicycle Room at nine o'clock. 

MR. ACHESON: Is the twenty- five percent reduction 
thing out? 

MR . WBITE: Oh, no, very much in. I assumed that it 
was agreeable to the group . 
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H.M.JR: I was so busy getting my semicircles and 
aemicycles straight that I didn't quite catch it . 

)(R, \'MITE: Well, this has to do with a twenty- five 
percent reduction in the gold contribution of invaded 
countries, 

H.M.JR: I thought that was settled. 

MR. WHITE: For the Bank? 

H.M. JR: Oh, I was tninking of the Fund. 
heard about it in connection with the Bank. 

I haven't 

MR. WHITE : The amount of gold that the countries 
are required to contribute has been modified to be ten 
percent of the contribution . Thei r contribution is 
twenty percent of their quota, 

In the case of Russia, if a quota is one billion two, 
it would be twenty percent of that, which would be two hun­
dred and forty milllon dollars . That is the amount abe is 
called upon to put up. That ten percent is supposed to be 
in gold; that would be twenty- four million dollars . Of 
that, she had asked for a reduction of fifty percent , We 
settled on twenty-five, to be postponed for flve years . 
In other words, six million dollars is to be postponed for 
five years . She aUmita or concedes that it has no economic 
significance whatsoever, but she claims it has substantial 
political support . We discussed that with the Judge. 

H.M.JR: Again--

YR. WHITE : It ian' t in the same class as the twenty­
five percent reduction in the Fund. 

H.ll. JR: It is like this resolution, I am completely 
cold on it, so I just don't know. 

YR. ACHESON: I would just like to issue a note of 
warning on this, Mr. Secretary; I don 't think it amounts 
to anything substantially, so far as the Bank is concerned, 
but what I foresee quite clearly here is that if we adopt 
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this twenty- five percent reduction for· the Bank, we have 
not adopted it for the Fund. I think when this goes to 
the Russians and other governments, we will get word 
back pointing out that there is this vital inconsistency 
between the Fund and the Bank, that we have adopted the 
principle of twenty- five percent reduction in the Bank 
and that they ratify the Fund subject to the reservation 
that that be done in the Fund also . Then the Russians 
will be right back where they started out . 

YR. VINSON: What was said, though, to the Latin 
Americans in regard to this reduction? 

YR. ACHESON: That we were thinking about ·reducing 
the thing--it· was twenty to ten. We said the American 
Delegation wa~ thinking about reducing it to ten, and I 
think they will be perfectly happy with that. But if you 
get this other thing in, I am afraid you will be right 
~ack in the Fund where you were when you started. 

MR. WHITE: Not only would they be perfectly happy, 
but the rest of the countries would be glad to have it 
reduced,! think, to one. 

B.M.JR: I just don't know. Nobody baa discussed it 
with ll}l o 
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MR. LUXFORD: M.r . Secretary, the issue is very small. 
For a country as big as Russia, to have a gold payment of 
six million postponed f or five years is a concession to 
occupied countries . I can ' t think that it is extraordinary 
or something anybody can object to • 

H.M.JR: 
Acheson says . 
or four days . 

• But I do think there is a lot in what Mr. 
We argued with the Russians for two, three, 

MR. VINSON : And fought . 

KR. WIITE: We tried .to talk them out of it on tha 
ground it was too mnall, but we were unsuccessful. I 
think it is sate to say, Mr. Secretary that you will end 
up by giTing it to them, merel7 because they are obdurate. 
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H.K.JR: Thls time I won't will. t on them, 

KR. LUXFORD: Froa their point of view, too, thie aay more or less appeaee them, They eaid the r eaeon they' were after it on the Fund was because of a pol itical si t uatfon at home, Now, if they come back with the twenty-five percent in the Bank, it will be easier. 

R.M.JR: 
to try out on 
treatment for 

But you have this 8\lggeation you are going 
the South Americans, which suggests special 
devastated areas. 

YR. WHITE: But when the Latin Americans understand what small amounts are involved i n this, I don't think they will object . 

H.M. JR: The 
Kr. Acheson says, 
now we go back to 
over. 

only thing is, I am impressed by what 
that we killed it in the one case, and 
the other and have the whole thing all 

MR. VIHITE : But the reason why we killed it in the first doesn ' t afply to . the second, In the first, not 
because we didn t want to give concession--we did give 
concession--but we said it would greatly weaken the Fund, because it would have to appl¥ to a lot of countries that would otherwise give substant1al amounts of gold. That is not true in the case of the Bank. 

H.K. JR: Does t his have to be settled now? 

KR. WOLCOTT: }o{r , Stepanov could pass word on to Moscow that if they make statements like t hey did today 
. t:P.I!re won ' t be any Fund, 

MR. WHITE: What was it? 

KR. \'/OLCO'l'r : I was very much amazed. I had thought of the lb.lsaians u high tn>e people, not partiaane, and so forth. Then they came out and blasted Senator Vandenberg and some other Senator1 three outstanding RepubliciD 
Senators who were on tne fence on 'thla; they came out 
and blaeted them about i t yeeterday. 
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lm. WHITE: <b the Fund? 

MR. COX: No, on general foreign policy. They said 
their policy was reactionary. 

MR. WOLCOTT: It is certainly not good for non-
partisan approach to this. 

H.M.JR: Could I see what you are referring to? 

lm. WHITE: Wu it Stepanov? 

MR. COX: No, this wu Pravda. 

H.M.JR: I would like to see it if I might . 
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Again, when does this question have to be settled? 

MR. ACHESON : The Committee is meeting now. 

H.li.JR: I didn't have any advance knowledge of it 
so I wasn't able to prepare myself. So, will somebody else 
who has been studying this question put a motion either war? 

MR. BROVm: I thought the theory was that if you re­
duced the gold contribution from twenty to ten all around 
that that would mean the Russian point of view--but it 
didn 1 t do it? 

MR. WHITE: No, that wasn't the original suggesti on 
at all. Judge Vinson, Mr. ) olcott, and myself spoke to 
the Russians on the Bank. I think it was three days ago 
that we had a several-hour conversation in which they said 
they wanted to raise several questions on the Bank. It 
finally simmered down to three; one was the question of 
having a Directo~ that they were infonned the{ would have. 
The second was the question of the gold contr bution, and 
they wanted the twenty-five to fifty percent . We triedi as 
I say, to convince thsn to the contrary, because it wou d 
be a nuisance and it was a small amount. They e tuck to 
thei r guns, and we aaid we would raise it with the Delegation. 
The third point was that they wanted a statement in there 
giving consideration to the devastated countries on the 
tenu, and that stattmeilt included a specific request that 
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the interest rates be lowered. We said that that would 
be unacceptable, but we might try to work out ·same general 
language which would satisfy them. 
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The general language which we worked out and which I 
cleared with Jesse and the Judge is what we presented this 
morning. So we haven't given them--! sent them a copy of 
that. We haven't given them a definite answer on the twenty­
fi ve percent, but I think it ia eo snall it baa absolutely 
no bearing on the significance of the Bank or the stability 
of the Bank or the operations; and as~ing that it ia just 
a whim of theirs--it doesn't seem to be anrthing more than 
that; they have to pay it up, anyway, in f1ve years--! 
think it should be treated as an unreasonable whim which 
they will insist on, and a recognition of what they are 
going through and what they are doing for ue. It isn ' t 
reasonable. I spent two nights before drawing pictures 
for them, but as usual, we got a reiteration of their 
position, and a statement that it was politically very 
important to them. 

H.M.JR: Senator Tobey, you have heard the arguments 
on both aides . Would you care to express an opinion? 

llR. TOBEY: No, I think not, Kr. Chail'IIWl . I wouldn't 
take any position on it. I will vote with Mr. White in 
this matter . 

H.M.JR: Do you want me to put it to a vote? 

MR. WHITE: I think we are going to have a lot of 
t r ouble with them. I think it is a pity, but they put 
it entirely on a political basis . Well , you heard them, 
Judge. 

MR. VINSON : Of course, it affects countries other 
than Russia, but, of course, in a very much saaller 
degree. I may have in my pocket the question of the 
ao it affects the devastated areas . I think you gave a e a 
table at one time on that, as it affected the Fund. It 
i s a very interesting table. 
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MR. ACHESOO: "I didn't mean to suggest that it 
affects the Bank in any substantial way, but I don ' t think the Russians are silly, and I don 't think they preae an immaterial point . I think they are putting in a wedge for some future action. I think you just nave to be careful . 

MR. \'aUTE: We can get a canmi. tment out of them, if that is the issue . 

H.ll •. JR:" llr. Acheson, what l/Ould you like to do so we can bring this t.o a conclueion? 

·MR. ACHESON: I think my function is juat simplf to advise, and I think we are running into same danger. 

H.M. JR: Who leads this? Who represents the American Delegation on this Committee? 

L!R. WHITE: I think Dean Acheson is the leader. 

H.M.JR: Judge, will rou bring this thing to a head? 

MR. WHITE : The ·Judge was Chairman of the Committee which was supposed to consider the quotas and these questions. · 

MR. VINSOO: I didn 't understand it that way rut it seems to me that where you have a defeMnent for five years and then the money would be forthcoming, that the amounts were so small that it didn't seem to me to be a serious matter. There may be something in the fact that they will come back on the Fund, but--

L!R. LUXFORD: They can come back lli thout it, Judge . 
YR. COX: Harry, can I follow up a point that Ned Brown raised? As I understand it, the original contribu­tion, if the Ruseian quota is one billion,two ae the draft now provides, is either two hundred and forty million, or can be reduced to one hundred and twantr million, I mean, · from· twenty to ten percent under certain cases. 
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MR. VmiTE : No, twenty percent is what the countries have to put in in cash . 

MR. BRO\'tN: Twenty percent . 

MR. WHITE: Ten to twenty percent would be i n gold. 

ten and 
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MR. COX: Now, you have a variance between twenty percent in gold. What was the theory of to reduce th~ gold down to ten percent? 
the decision 

MR. WRITE: That the amounts were so ~all.and we wanted to avoid again getting into the conflict of having a graduated rate of all countries, plus the additional fact that we felt that the amount of direct loans that would be made out of the two billion dollars--everybody felt it was kind of small--and in addi tion to that, there were certain changes made which virtually"make the whole twent,y percent cash much more like free dollars than had been the case originally. So it didn't become worth while to attempt to graduate--

MR. COX: As I rem ember that section, the Bank has the discretion under special circumstances to decide a particular country should only contribute ten rather than twenty per­cent . 

MR. WHITE: No, it has to be graduated according to some scale . , 
MR. COX: I know, but the language in the present draft doesn't give any scale, and I should think one of the con­siderations might be the devastated countries . 

MR. WRITE: The devastated countries shall be given ten percent and the others twenty. 

MR. COX: How do you decide whether a country should contribute t en or twentr percent? 

VR. 1fficrTE: Countries between X and Y will par ten, and countries ~etween I and Z will par twelve. 
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KR. ACHESCN: But that haa been changed now. 

KR. BR~ : It is absolutely unimportant to the 
operations of the Bank. The only two considerations are 
the one that Mr . Acheson suggests that may be used by 
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· the Russians, followed by same of the other war devastated 
countri e~ to go back on the Fund agreement. The only 
other question is its effect on Congressional sentiment 
in this country, if we put in six hundred million dollars, 
which we presumably are going to unblock, and the other 
countries put in ten percent of the gold now, and you can 
even reduce that to seven and a half . I think it will 
weaken you a little bit politically, but as to the 
pract~cal operations of the Bank, it is utterly unimportant. 
I don t care what you do as far as I am concerned. 

MR. WOLCOTT : I don't think it is of particular 
importance . It is of poli tical importance. If the 
Russians keep their mouths closed, we will put it across, 
but if they want a blast--

H.M.JR: What is your pleasure, Delegates, please? 

YR. WHITE: I think if there is any doubt it should 
be done,_ that the Judge and someboq else ou~ht to talk 
to the nussians again, because they are sett1ng so much 
store by it. There is nothing else in the Bank that they 
have asked for. I don't know--how have they come out on 
the quotas? 

KR. VINSON: 's usual, they haven ' t came out . 
They say that they want a little less than a billion, two. 

That statament is made in part when we converse about the 
likelihood of increasing their subscriptions above one 
point two . I don ' t think we have ever had any expectations 
of getting it increased above one point two, but we have 
had same conversations about that. 

H. ll.JR: ~ay I appoint a committee with power to act 
on this thing : lLr. Acheson, Yr . Wolcott, llr. White, and 
Judge Vinson. Will that be agreeable? 

KR. TOBEY: Fine. 

( 

Regraded Unclassified



. - ~ -

0 

0 

KR. WHITE: I don ' t know when we are going to act. 

KR. ACHESON: Wa had better act right now. 

H.M.JR: Go in tha hall, anf place, but act. 

MR. VINSON: That ia a good general! 

MR. WHITE : If it ia a tier then the Judge aa 
Acting Chairman can oast two votes . 

H.M.JR: I would lika to have a maeting at nine-thirty 
again tomorrow morning, please, and don't forget the 
SCimitar Room! 
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July 18, 1944 

Excellency: 

After the aooompl ishment of negoti at ione ot the f i nancial 

experte of the Un i on ot Soviet Socialist Republica and the Un~ted 

Sts t eP of America in Washington on the principles ot organization 

ot t he International Monetary Fund an agreement has been reached 

between the Sovi et Government and the Government of the United • 

St~t~e perta1nin~ to the public&t1on in the press ot the "Joi nt 

statement or the experts or the United end Aaaoetated Nat ions 

on the org~~1zation ot the International Monetary Fund 1 agreed 

upon by the experts. 

On April 12, 1944 the Embraey ot t he United Statea 1n 

Moscow sent the text or the to be publ ished above-menti oned 

sta tement to the People's Comm~ariat for Foreign Atta1re. 

In the Section II or the etatement was Paragraph 4 which 

ran ae follows: ' the obligatory gold subscriptions of a member­

country whose territory has auttered coneidereble damage from 

the enemy actions or from occupation ia determined only aa 3/4 

of the aum indicated a~ove . • 

Hie Excellency 
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Thus paragraph ' of the otatement establishes the reduction 

in t he amount ot 26~ or the sum or gold subjec t to th e payment 

by member-count r ies ot the fun d which were mentioned 1n this 

psragraph, Th1o etatement Rloo con t ained a provision written 

in paragraph 2 section IV whiCh eta tea : •member-countries ngree 

not to c ropose chongee ot the par1tet of t heir currency which may 

affect their international trnnoactions, excludi ng the ceaea w~!~~ 

t hey consi der it necessary tor the correction or principle 

instability . 1 

The joint atate~ent by experts wee publ ished i n full by the 

Soviet press on Acrll 23, this year, and in this statement , 

naturally, were included the AforesAid provlaiona, 

Meanwhile in the text of the Joint statement by experts 

publiahed 1n the Aoericen preeo on Acr1l 22 th1e year were 

omitted the whole paragraph 4 mentioned above, and also a oart 

or osrPgr a!)h 2, namely the words: 1 >~h1ch may affec t the i r 

international tranoactione,• 

Thus , in the text publ ished i n the American press ext remely 

important provisions were omit ted and by thie there was made a 

diatortion of ~a.ning and cont ente of previously agreed upon 
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The Soviet Government consi ders thRt distorti ons of the 

text of the s t a tement made in the American press must be cor-

rected by publishing i n the press of an appropriate explanation 

of the Treasury Department of t he U.S.A. The Soviet Government~ •• 
plso considers it necessary to i ndicate in the statement of t he 

Treasury thP.t the origine1lv agreed upon text including the 

orovisions omitted a t the time of publication of this text on 

April 22 t his year i n the American press i s to be considered 1n 

the f uture as the officiAl text Of the s t a tement by experts . 

I would be gr ateful to you, Mr. Secretary, for informing the 

Embassy of the U. s.s . R. about the measures which the Government 

of t he Uni t ed States of America will consider to be necessary to 

undertake 1n connect i on with the aforesaid . 

Aocept, Mr. Secretary, the renewed assur ances of my highest 

consideration. 

A. IAPUSTIN 
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Juq 18, 1944 

I called on Dr. lun2 and told hm that Ruaaiana 
did.n't want to go along on ~i• offer that the Chine•• · 
would announce their quota waa $600,000,000r and that the7 
had giYen the Russians $50,000,000. I didn t giYe hia 
t.11J explanation, and I thanked hm tor hia Yef7 nioe 
gesture and tor hie otter ot cooperation. He said he 
would haYe aooepted it it he had been the Ruaaiana. I 
didn't go into detaila • 

.......... 

• 
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COLUKBU BROADCASTING SYSTBM 

WOODS, lS.4• 

SPECIAL PROGRAJI: UNITED NATIONS IJONBTARY & PINANCIAL CONFBRENCB 

TUESDAY, JULY 181 1944._ 

10:00 to 10:30 , , M, EWT, 

CUE I 

1 . VOICE ; 

2. IIUSIC 1 

3. BILLs 

4. MUSICs 

5 . ANNC' RI 

( ••••••• COLUMBIA BROADCASTING SYSTEM ••••••• ) 
( •••••••••. •• • •• . 30 eeoonda •••••••• •••••••• ) 

Ladies and gentlemen -- I ' d l i ke you to meet an 

American soldier - Private Bill Davie. 

110VER THERE" FIGURE AND UNDER 

MY Job ia righting. Yesterday I was working at it in 

France. Todq 1 I ' ve met about a hundred d1at1ngu1ehed 

people from almost every nation you oan name -- i nclud­

ing a member of the English War Cabinet, and a 

descendent of Confucius and t he Deputy People 's 

Commissar of Foreign Trade for Soviet Rueda - with 

whom I talked through an i nt erpreter -- and the 

Secretary of the Uni ted States Treasury. It• a been 

an e.xperience I'll never forget . Let me t ell you 

about 1t. 

UP TO BEGIN THE STORY WITH GRAND, HISTORIC OONFERBNOB 

THEME - THEN UNDJ!R 

From The Jrtount Washington Hotel -- high in the White 

Mountains of New Hampshire - - where The Uni ted Nations 

Monetary & Financial Conference ia now in ••••ion -­

CBS -- 1n co-operation with The Uni t ed States Treasury 

presents "BRBTTOtf WOODS, 1844• -- a radio doOWHnt 
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(CONTINUED) 

dramatizing the people of the conference, their 

work - - and its meaning to JOU -- the American 

public. The document was written and produced tor 

Columbia b)' Robert Lewis SbaJOn -- and the voices ot 

the high dignitaries you will hear on the program 

representing England, China, Russia, France, Mexic~, 

Ethiopia and The United States - - will actuall7 be 

those of the United Nations delegates themselves. 

UP BRIEFLY AND UliDKR 

And now - - Private Davia •• 

UP WITH 110VER 'l'HERB" FIGURE -- THEN UNDBR 

It was 1n the morning • •• just attar chow. I remember 

it distinctly. My unit was behind the l i nea -- resting, 

atter hel ping clean up La Hays DuPuita - - and we were 

going to move back lnto action i n the evening. I was 

cleaning m:s ritle and Joe was reading tbe "Stare and 

Stripes . " That's the Army newspaper. You don't know 

how l!):)od it is to read about home and get the tacta 

about the fighting. It chases a lot ot rumor e. 

UP BRIEFLY -- THEN UNDBR 

Well, Joe comes up to ae with the paper in hie hand 

and a serious look on hie tace. He atande there 

awhile -- reading - - and I keep on cleaning -- knowing 

he'll etart soon. But he doeen' t --eo I open m:s mouth. 

OUT II BG 
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Wbat 1a the newa, Joet 

(BEADS) Dewey returns to Albany arter convention • ••• 

The Aeeooiated Preas reports tl:a t t be United Nationa 

Monetary and Fi~noial Conference opened at Bretton 

Woods , New Hampshire -- with a statement to the 

delegatee rrom President Roosevelt. Secretary or the 

TreaiiUcy Morgenthau ns named President of the 

oonrerenoa. 

(SIOWLY) United Nations Monetary and Financial. 

Conference • • •• Pretty rancy title. 

Thera must be a lot or plain talk behind it. 

That ' s right - - money, r1nanoe -- all that aort or 
thing. 

I wish I knew what they' re talking about. 

Wbyt It 1 a a lot or dull a tuff anyway. 

I don't know. Money - finance all that sort ot 

th1ng translates pretty eaay into joba, rood, homes . 

It'a like tl:at rifle you 're cleaning. By itself - ­

it looka harmless. Pull the trigger and you've got 
. 

a dead Nasi. 

UP AND UNDER 

Bretton Woods, New Hampshire -- I got to thinking 

about it. You aee • ••• I ' d been up there in • • lemma 

aaa ••• three years ago ••• that 1 a rigbt • • • aummer of 

torty-one. 
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UP AND UNDBR 

The Family took an auto trip through New England. 

Goah - it aeeu a lona, long wa,-a ago • • , . care, aunny 

roada, big, green mountains wear1na white cloud• tor 

hata. The Praaidential ranae • • • the Old Man ot the 

Mountain with the atone profile like Uncle Sam. 

UP AND UNIIIR 

Yeah - - it waa a great place tor a int~rnational 

money conference, all right . High, quiet places make 

good, olean minds. It only thos e big ahota took an 

occasional look at those billa - - they couldn't help 

doing aomethina good. I closed 'trr! eyea . I could 

almost aee that big, white-and-red rambling old 

Mount Waab1naton Hotel -- aet right smack in the 

middle of a mountain like.an American Sbanari- lal 

UP TO TAKE BILL FROM PRANCE TO BRETTON WOODS AND 

OUT SHARPLY 

I opened 'trr! eyea -- and I waa there. 

SURPRISE STING AND UNDER 

Yeah -- I mean Bretton Wooda . I waa atand1na in 

the lobby of the Mount Washington Hotel where the 

conference i• going on. 

UP THEN UNDER 
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I stood there tor a t aw minutes Yithout moving. Thera 

ware a lot of people aroUDd -- but nobody paid anJ 

attention to ma . I guaaa it's sil~y to say I was 

surprised ••• but what would you say if it happened to 

youf One minute you' r e in Franca -- the next you•ra 

in America& 

OUT IN BG 

It_•a no usa trying to figure out how it happened. 

Those things don 1 t have any answer -- but while I 

was hera I was going to do a little leg-work for Joe. 

Yes air. I , Private Bill Davis, United States A~ 

••••••• was going to find out what was going on hera • 

• After all -- you know -- guys like Joe and me are kind 

of symbols. Everybody talks about winning the peace 

• 

for ~ after !! win the war. Well -- hare was one 

symbol -- live -- with a tongue in ita mouth. I 

walked up to a bell-hop -- a kid with dark hair in a 

blue monkey- suit. 

~5. MUSIC 1 OUT 

~6 . BILLI Exouae me. I'd like some i nformation. 
' 

37. BELL-HOPI sure, soldier. The r e's an M.P. on duty at the ·front 

entrance. 

36 . BILLI Wbat ••• are those guys hare, toof 

~9. BBLL- HOP I And how -- special detail -- white glavea and balta. 

Pretty fancy • 
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Well, never mind the M. P. I want some information 

about tbia conference. 
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41. BELL-HOP: You can get it fran the Conference Intorution .Lleak 

.f.2. MUSIC: 
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right acrose the lobby • 

HOTEL LOBBY MOOD AND UNI8R 

I walked over to the i .nformation desk and spoke to the 

girl behind it. Later, I found out she works for the 

State Department . They and the Treasury had brought 

about 200 girls up ~rom Waehington •• to take care of 
• 

the secretarial work. They work on a 24-hour baaia -

three ebifte . Without them, there'd be no conference. 

I wish you could see the amount of paper that goes 

into a job like this. Journals , agendas, drat'te, 

proposals, recorda -- Thousands of fat words nice and 

t'reeh at three o•clock -- torn to pieces at five -­

and sent down to be re-built ~or to-morrow morning. 

ACCENT AND UNDER 

Well - I told the g1rl I 1 d like to see The Secretary 

of The Treasury • 

.f.6. NUSIC 1 OUT 

.f.7 . GIRLI 

48. BILLI 

.f.~. GIRLI 

• 

.rust like that'/ The Secretary himself'/ 

That 's right, m1aa. 

soldier, I admire your spunk. No wonder we're winning 

tbie war. You see thet Boy Scout over there'/ 
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The nice looking blonde ld.d w1 th the Star so out 

inllignia! 
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That ' s right. It you'll wait a minute I 'll have him 

conduct you to ' the Seoretary• a office -- personally. 

The Star Scout turned out to be Alan Davie -- a New 

HllliiPeh1re boy. I asked him how com~ he wae at the 

conference. 

There's a special group of honor acoute from all over 

the state here, air. 

The name 1e Bill. 

o . K. Bil l . We act ae meeaengera. 

I ' ll bet it's a lot ot tun. 

sure ia. 

Nioe ld.d.,,,clean- cut , pleasant, smart-looking in hie 

khaki ehort-pante , Reminded ·me of my own kid 

brother, Johnny. Yea - the ecoute do more than a 

daily dozen ot s:>od deeda at the conference. They 

lend a touch ot color . 

Well - he brought me to Room 121 and like that I waa 

1n Mr. Morgenthau•a office. Naturally - I had to 

aee some other people first -- But I•~ a citizen •••• 

and 1n a way I represent somebody, too. I represent 

Joe , and don't let anybody tell me he' a not 

important . I gueee when tha Secretary heard about 

me -- ha got the idea - - and juet ae I eaid --

I waa 1n hie office - like that. 
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Bill, I'm glad you•ve come. I understand you want 

to tind out what Ulia conference ia all about . 

That ' s right, Mr. Morgenthau. 

Well - let me try to explain it . When the war 

ia over, there' ll be a lot of problema to solve, 

won ' t there? 

Yea air. 

Some will be of a military nature, acme political, 

and a good many will have to do with money matters 

aa tor example foreign trade, rates ot exchange, 

the value of currency and ao forth . You understand 

that, don ' t you? 

In a vague aort ot way. 

Well - let me put it on a more personal baaia. 

When the war ia over - you want a job, don't you? 

(FIRMLY) Yea air. I 

Well - joba are really tbe making of tb1nga ll.ke 

bread, care and ah1rta - the buying and selling 

them. 'l'ha t' a trade. Now - if we in America bought 

from and aold to ourselves alone - it we didn' t need 

to import anything and could get along without 

exporting anything - we could probably sol ve our 

money probl ems al one . 
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I guess so. 

And the other nat:l.one - who want jobe for their 

soldiers - could handle their matters alone . 

That 1 a right. 

But because all nations have to do buaineaa with 

each other -- especially after this destructive 

war -- trade, jobs and money is really an inter­

national problem. 

Yea air. 

Now - the United Nations have learned from 

that if we t ry to solve an international problem aa 

if it were s trictly a national one -- thing• go 

wrong. We have inflations , depressions , trade-wars 

all over the world. People everywhere can 1 t get 

jobs - or lose the onea t hey have . 

And when people get hungry - they get desperate 

and that helps make shooting wars , is that it? 

Exactly. The United Nations are fighting this war 

together because we know that ' s the only way to 

beat Hitler and To jo . And together - we hope' to 

win the peace so we ' ll have an end to ware -- and 

thinga like thoae Nazi robot bombs killing thousands 
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{ C,ON'l'INUED) 

ot helpless women and children. It•a too early to 

tackle the military and political p roblema involved 

the shooting's still going on. But the day the 

last shot 1a tired -- people will need money to 

eat, to rebuild their homes, and to go back to the 

business of living instead ot dying. That meana 

money. The United Nations don't want to be 

unprepared on V- Day. That's why we 1 re hero at 

Bretton Woods . 

CONFERENCE THEJdE AND UNDER 

Secretary Morgentbau and I wore just about to start 

talking about the actual plana that were being 

worked out at the conference - - when he had to 

tor an iiJIPortant meeting. He called Senator 

w. Tobey -- he's the Republican Senator from tho 

State of New H&D~Pahire -- and asked him 1f he 

wouldn ' t show me around the conference . Senator 

Tobey is an American delegate bore - - and he 1a also 

a mellber of the Senate Committee on Banking and 

Currency. Tho Senator asked me to have lunch with 

him in tho hotel ~ning-room with big windows 

1n blue alcy, JDOunta1na and sunshine. 

Regraded Unclassified



0 
78. WSIC : 

79. BILL: 

80. MUSIC: 

81. SENATOR 
TOBEY: 

0 

e2. eiLL: 

~. SENATOR 
TOBEY: 

84, BILL: 

85, SENATOR 
TOBEY: 

86. BILL: 

0 

253 
-· u -

BUSY TONGUES AND UNDER 

You sure could tell it was a United Nationa 

conference 1n that dining- room. It I didn't hear 

twenty languages - I didn't hear one , And the 

funny thing about it wae that one minute theee 

people would be talking French, Chinese or Russ i an 

to each other - and then suddenl y they' d turn 

around and speak perfect English to the waitress . 

UP AND OUT UNDER 

You see, Bill, this conference isn't just 
• 

night attair ••••• It all started two and a halt 

years ago, Government officials , experts, banker s 

and business men talked over all the possible points 

exchanged ideas - and finally agreed on a two- part 

program - - one for short-term emergency purposes 

and the other looking far ahead, 

What's the short-term one? 

It's called a Stabilization Fund. All the United 

Nations ohip in about eight bi llion dollars. 

Sort of a kitty - a pool, is t hat i t , Senator? 

That ' s right . What did you do before you entered 

the servicef 

I worked in an automobile ~lant in Det r oi t . 
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Good enougb. Now suppose you go baok ther e after 

the war - and start making cars again. Your boas 

sella moat or his cars here in the states -- but 

he also 11ella a good many abroa4. 

Right . 

All right . It ooets your boss $6001 let 1 11 eay -­

to make one car. On July let - he makes a deal 

Bllll a car abroad !br $1000 net - delivery on 

July 30th. 

The foreign customer, or oourse, promises to pay 

for the oar in hill own money. 

correct. Now - let•s say one unit of his money 

ie worth $5 . When your boss make11 the deal - he 

expects to receive 200 unite equal to a thousand 

dollars . 

Four hundred dollars profit . 

Fi ne , But on July 15 - 110mething happena which - ­

under present circumstances -- nei ther your bolla 

nor bill cu11tomer oan control . Something happens 

to the exchange rate. Hi s oust omer •a money drops 

1n value from five to two and a hall dollars • 
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That means on JulJ 30 - mJ boee actuallJ receives 

onlJ half' or what he e'IJ)ected to get. 

Right . $500 to be exact . Be•e lost $100 on the 

deal. 

How will this Stabilization Fund help thief 

If JOur bose makes such a deal and the Fund is 

in operation , his cuetomerle money might change 

one, two, three percent - - but not fiftJ . 

ie not to let money go up and down like a crazy 

jackrabbit eo you oo n It know what it Is worth one 

minute to the next . 

I see. Now how about the second plan ••• the long-

range onsf 

Tbatls the Bank for Reconstruction and Development. 

The nations all chip in the same way? 

Ri ght . Ten billion dollars all together. 

How does it work? 

Well - suppose after the war , a country like Poland, 

tor example , that 1 a been oom~letely devastated ­

wants to build a power plant. 

That coats a lot of money. 

( 
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Right . They como to an American company making 

generators and say - we want to buy 100 at a 

million dollars apioco ••• but we can ' t pay tor 

it all right away. We need, say, 30 years 

credit , 

A hundred mil lion dollars is big risk tor a 

company t o take, 

If there ' s no one to share it with- they may 

have to turn down the job. Thousands ot workers 

lose an opportunity to earn money. Poland is 
• 

that much poorer . But w1. th the 44 governments 

represented in the Bank to guarantee the loan 

the company can make those generators - make 

jobs, customers and business tor America . And 

on top of that Poland gets richer - ana there 

are still more customers for everybody! 

CONFERENCE THELIE AND UNDER 

256 

After lunch, Senator Tobey and I went on a sort ot 

a Cook's Tour of the Conference. I saw how the 

machinery works . There are meetings going on all 

the time -all over the place,.,big meetings in 

which formal epeeches are made -- medium 

where the delege.tss take their coats ott and relax 

a little - and pri vate two-man huddles in the 

where they r aise their voices a bit and shake 

their fingers at each other . This i s mind- power 

at work. 
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UP AND UNDER 

At one of the meetings, Senator Tobey introduced 

me to Mabel Newcomer, of the American delegation. 

She's the only woman delegate at the whole 

con.:rerence . I asked her what ahe thought the 

women of the United States would get out of it . 

OUT 

Bill - how old are you? 

25 . 

Then you probably don 't remember much about tbe 

depression we had here 1n 1930. I do . I was 

teaching at Vassar , and I remember how discouraged 

I ' d get when the g1rls we were training came and 

asked me if' I thought tbere would be jobs for 

them. I remember one girl . Soon after she got 

her diploma as an economist - and she was a 

good one, too, she studied stenography and typi ng 

and walked the streets looking f'or a job . You 

don ' t have to remind t .he mot be rs of' America of 

unemployment and bread-lines and bank- fail ures. 

They remember only too well and they want 

this conference to see that i t doesn ' t happen 

again. 

UP WARM AND HUMAN AND UNDER 
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A little w~le later, Senator TObey intr oduced me 

to Mr. ~onel Robbins, Chief of t he Economic 

Section of the English War Cabinet . He tol d me 

some interesting fa~t~ about the organization of 

the bank which the conference has agreed upon. 

258 

The offices of both the Fund and the Bank, Pri vate 

Davie , would be loca ted here i n the Unit ed States. 

They would be governed by a Board of Directors, 

made up of representatives of the United Nations . 

This Board would operate , of course, according 

to definite rules and regulations agreed t o by 

all the Uni ted Nations at this conference. 

Would the Fund operate on a gol d standard, 

Mr. Robbins? 

Yea, I should say it would operate on a modified 

gold standard. Ths countries mus t put currency 

and gol d into both the Fund and B&Dk, a nd the 

currency will have a n agreed gol d value. 

When the Bank loaned money to a na tion, would i t 

have the authority to say how the money should be 

used? 

Yea . The Bank would l end money only for producti ve 

purposes tor recons truction and development . 
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Will a country's being in the Fund interfere with 

its domestic affairs? 

The Fund would have power, naturally, to prevent 

infractions harmful to the common good -- but 

neither the Fund nor the Bank Will in any -7 

usurp the sovereign power of any nation or ita 

legislative body. 

Suppose a member nation doesn't agree with the 

decisions of all the other nations in the program? 

In that case, it has complete freedom to withdraw 

from the organization. I am persuaded, however, 

that it would be very much to that nation's . 
disadvantage to do eo . You see, Private Davia, 

I should like to point out that the English 

people, and I dareaay, the people ot the United 

Nations , do not look to the Fund and The Bank 

to provide us with gifts. We regard them, ae 

we all should, rather as strengthening ot 

reserves , iron rations to be used only i .n certain 

emergencies, and certainly not to be drawn upon 

every da7. 

The English people have been hard hit by the war, 

haven't they,. Kr. Robbins? 
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Very. After Dunkerque we went into the tight 

on a basia of unlimited liability. Our people ( 

have given of their aav1Dga Without reckoning 

the cost. England ia considerably poorer. Thia 

places us in a very serious position • •• aa we inhabit 

a tiny ialand - - and we are dependent essentially 

on 1mporta to maintain our standard of living. 

Now -- we are not afraid of thia situation. We 

believe that by working harder and improving our 

efficiency, we c~, in a few years, be once again 

financially sound. But our hopes would undoubtedly 

be lees 1f we thought the rest of the world would 

once again be plunged into aconom1o Obaoa. Beyond 

that, of course, our interest, like every nation•a, 

ie in preventing a fiaaco in world affairs every 

generation. That is the significance of the Fund 

alld The Bank to us . They are the first serious 

steps in the ·direction of world paaoe. 

As we ware talking to M:r . Robbins - - a State 

Department secretary brought a note to Senator 

Tobey, It read: "The Chinese Delegation requests 

the pleasure of your company at a oooktail party 

from 6 to 7 p.m. " 

CHINESE AND UNDER 
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At that party, I had the honor of meeting Dr. !D.lng, 

the Chinese Minister of Finance. 

It ie essential to underet~nd, Private Davie , the 

important connection between matters ot trade and 

the mald.ng of ware . Do you remember when Japan 

first began her march of aggression against ObinaT 

Waen•t it in 1930 - when ehe took Kanchuriaf 

Exactly. And 1930 wae the year of the world-wide ~ • 

depreeeion. Your country and Britain -- the two 

great powers that could have restrained ner were 

buey with economic headaches. 

I never thought of that . 

Well, the delegatee of the United Nations at t~a 

conference have given much thought to it . This 

is one of the moat ambitious a.nd technical programs 

ever attempted on an international scale. I am 

convinced that the fact that we have come to an 

agreement in such oomplex matters proves definitely 

that the United Nations can work together in peace 

as well as in war. It is in everybody's interest 

that the work of this conference be adopted by 

the governments to whom the program will be 

brought, in the last analysis , for approval. 

As my venerable ancestor, Confucius, put it a 

very l ong time ago ••• 

(SPEAKS CBlNESB PROVERB ••• THEN TRANSLATES INTO 
ENGLISH) 

(LBAVE SPACE FOR THIS) 
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PUNCTUATE AND OUT 

By now -- it was time tor dinner . As we 

entered the di ning- room, Senator Tobey saw the 

head of the French delegation, Koneieur Pierre 

llend.es-France and invited him to join ua . We 

eat down together. 

So you have been in the fighting in Normandy, 

Pri vate Davis? 

That ' s right, sir. 

262 

That 1a my part of the country, you know. I was 

once Mayor of Louviers , a little town about forty 

miles from Caen. 

Ia that so? 

Yes - and now we meet together at this conference •• 

you, an American soldier, and I , a French delegate. 

The two places are really not so far away from 

each other, eh? 

They are more close than you imagine . I rem&mber 

in France in 1930, we heard that a great crisis 

was about to come in the United States . But we 

enjoyed a good situation. France had no difficulty. 

We thought we could get along. It was too far 

away -- on the other aide . But a few montha 

later -- the si ckness hit us - and it was all the 
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(CONTINUED) 

same crisis. So now - your people and mine are 

her e to see that the plague cannot start or 

263 

spread again. Last week, July 14 -- we celebrated 

our French Independence Day - Bastille Day. 

France will be tree again ••• but I think, like the 

other nations, we have learned that there can be 

no real independence ror any nation -- unless 

we work together . 

While we were eating, Mr . Eduardo Suarez, the 

Minister or Hacienda tor Mexico came up to our 

table and sat With us a tew mi nutes . When 

Monsieur Mendea-France compared depression to a 

pl ague he made an interesting 0011111ent. 

The sickness of poverty has a very close connection 

with the sickness ot people, Private Davia. My 

country, Mexico, has been poor tor centuries . It 

has known much aurtering because ot ita reeble 

resources, Consequently, my people's heal th has 

been very bad, particularly in the coastal areas . 

We would like to make our people haalthy, strong 

and happy. So would the represent atives ot all 

the United Nations. That will be another result 

or this conference . It will help m.ake people 

well all over the world. 
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RUSSIAN .AND UNDER 

After dinner, I had a very thrilling experience, 

For the !'iret time in my life - I spoke to 

someone thrQil8ll an interpreter . The l!l&ll was 

Mr. 111 . S. Stepanov - the chairman of the Ruaeian 

Delegation. Mr . Stepanov is a small, smiling, 

very e~le and friendly man •• who ie proud of · 

the fact that he ia one of sixteen children in 

264 

a factory-worker '• f~ly. He looked me atraight 

in the eye as he talked. 

150, MUSIC : OUT 

151, M. STEPANOV: (IN RUSSIAN) I am happy to meet an American 

162. TRANSLATOR: 

(_) 

soldier . You and my two eons, who are in the 

Rueaian army, are trying to eliminate Nazi aoldiera . 

At this conference, all the United Nations are 

fighting to eliminate the Faeciat ideas about 

trade among nations and world peace, 

M. Stepanov says he ia happy to meet an American 

soldier . You and hie two eons, who ~rein the · 

Ruaeian army, are fighting to eliminate Nazi 

eoldiere. At thia conference, all the United 

Natione are fighting to el1m1nate the Faaciat 

i deas about trade among nations and world peace. 

You see, Private Davia, Mr. Stepanov refers to a 

apeeoh which Mr. Funk, the German Reiohmi~iater 

made a few daya ago about this conference. 
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What did he aa7! 

He said that the Oermana woul.d never submit to 

discussing their economic problema with the rest 

or the world. At the conference hers, we all 

think that is vecy revealing. It is an indication 

of the stubborn, narrow-visioned mentalit'1 in 

which was born the idea or the world war we are 

now fighting . 

155 . M. STEPANOV: (IN RUSSIAN) If the work or this conference is 

()ss. TRANSLATOR: 

157. JIUSIC: 

158. BILL: 

159 . MUSIC: 

• 

a success, the destruction of the Nazi soldiers 

will not have been i n vain. The Nazi ideas will 

be destroyed also. 

Mr . Stepanov sa711 - that if the work or this 

conference is a success, the destruction ot the 

Nazi soldiers will not have been in vain. The 

Nazi ideas will be deatro7ed also. 

RUSSIAN TO ETHIOPIA AND UNDER 

' As we were speaking with the Russians, a tall, 

gracious gentleman of great dignity passed by. 

After we left Mr . Stepanov , I asked Senator 

Tobey who the man was . It was His Excelleno,., 

Blatta Ephrem Tewelde Medhen, Minister to the 

United States for Ethiopia. 

Otl'l' 
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Ethiopia, Private Davie , bas a rather unique 

interest in seeing this oonterence succeed. 

How eo, Your Excellency? 

Well, in 1935, at the League or Nations in Geneva, 

my Emperor, Haile Selaseie plead~ with the 

members to unite against the Fascist invasion 

or our country, He warned them that what they 

conaidered an insignificant spark woul.d turn into ~ •• 
a !lame that 'II'Ould consume them all. I think we 

may accurately say that his words were prophetic . 

Ethiopia is an ancient nation, ien•t it , Your 

Excellency? 

It is one of the oldest independent nations in 

the world ••• nearly two thousand years old. 

That's a long time. What currency do your 

people use? 

They \ae the l!aria Theresa dollar and the East 

African pound • • ,currencies provided by other 

nations. It is our hope that arter this war 

we will have our own medium of exchange. Ethiopia 

has perhaps the soundest financial status of all 

the nations here, We, too, hope to raiae our 
I 

standard of living • . Our greatest need, however, 

is tor enlightenment. You see - the Paeoieta 

made a determined effort to murder all our educated 

people. To a very large extent - they s ucceeded. 
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And yet I •ve heard that they committed no acta 

of cruelty themselves - When the aggressor waa 

defeated. 

That is true. The Ethiopian people do n?t desire _ 

vengeanoe. They are a Christian nation. They 

are here to work aide by aide with the rest of 

the world at a aeoond obanoe tor peaoe. 

B'miOPUN AND UNDER 

I ' ll never forget that talk with that Ethiopian 

gentleman. I had the feeling that I was talking 

not with a man - but w1 th the agee. 

UP, UNDER AND OUT 

Senator Tobey and I walked out ot the hotel. The 

sun was setting over the hills and instead of 

white clouds for hate - the darkening slopes were 

mantled in red and gold rib bona. I think we were 

both iJQPreeeed by the beauty of the scene . We 

walked along in silence tor a while. Then the 

Senator spoke. 

Bill - you' ve orowded a great amount of ~reesione 

into the few hours you' ve been here at this 

oonterenoe. 

I have, Sir. 
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Now - you ought to fix your eyes on the great 

need of humanity and tbe hope o:r our times •••• the 

universal hunger :for peace . The brilliant men 

and women of the United Nations gathered here 

among these eternal hills have labored and agreed 

on a program to help meet that need. They don' t 

claim it •a perfect, they don't say it•a the beat 

but they do auert that they agree on it and 

they a.re willing to improve on it in the light 

of experience. Our people must give their 

approval to this plan - or else it cannot be 

put into e:ff ect. The ohoice in the American 

tradition is theirs. It will be exercised at 

the polls and in the halls of Congress . I cannot 

forbear to think at this time, o:r another 

conference in Philadelphia, in the year 1787. 

The delegatee of the thirteen colonies had 

labored through two summer months to agree on 

the Constitution o:r The United states . The 

document waa ready to be signed. The Honorable 

Benjamin Franklin - ei@Pty-one years of age, and 

rich in wisdom - paused before he put pen to 

paper and spoke thus. 
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I confeaa that I do not entirely ~prove of th1a 

Conatitution at present . But eire - I 11111 not 

sure I Shall never approve it -- for, having 

lived long, I have experienced many instances of 

being obliged, by better information or fUller 

consideration, to change ~ opi nions even on 

important subjects, which I once thougbt right, 

but found to be otherwise. I hope, therefore, 

for our own sakes, aa a part of the people, and 

for the sake of posterity , that we shall aot 

heartily and unan1Jnous1y in reoollllllending this 

constitution, wherever our influence ma7 extend 

and turn our future thought and endeavors to the 

means of having it well administered, 

TTMEioESS AND 1l1mBR 

Senator Tobey aad unconsciously turned away from 

me as he spoke . I did not interrupt him. I knew 

he wasn't speaking to me al.one in that New 

Hampshire sunset. He was speaking to Amerioal 

CURTAIN AND OUT 

From The Mount Washington Hotel -- high in the 

White Mountains of New Ha!Qpshire -- CBS, in 

cooperation with The United States Treas~ 

baa brought you •BRETTON WOODS, 1944• a radio 

document dramatizing the United Nations Xonetar, 
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and Fi nancial Conterence . The doc\llllen t waa 

written and produced for Columbia by Robert 

Lewb Shayon - - and the voicee of the high 

dignitaries you heard -- were actually those of 

the United Nations delegates themselves . Private 

Bill Davie was played by Bill Quinn. Tbe muaic 

was composed and conducted by Alexander Semmler. 

EXITJo!OOD 

This i s CBS - THE COim!BIA BROADCASTING SYSTEM • 

• 
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