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GEt11L\N SUHRENOER DOCU11ENTS 

Present: Ur. Gaston 
Mr. White 
lir . O.W. Bell 
Ur. Pehle 
Mrs. Klotz 

September '/, 1944 
9:10 a .m. 

H.M. JR: (Reads from letter to Mr . McCloy, attached): 
"Besides the general tone of the documents--" 

OK. WHITE: It needs a comma after "document s. • 

H.l . JR: That doesn ' t even do it . Do you think 
it is all r ight if you have a comma t here? 

l>lli. GASTOO : Is it documents , plural, or one docu­
ment? 

Olt. V.'HITE: Two . 

R.ll. JR: What about that last part? You criticize 
it, but you don' t say anything. 

ldrl . PEIU.E : . Xhe. l?r.oclamation? .. . 

H.M. JR: "I should also like to point out t l,at in 
my judgment, it would be most unfortunate if Proclama­
tion I is permitted to be issued as presently drafted . " 
I should leave out the next sentence. 

Olt. \'trtiTE: That is Proclamation I ?Ohich he publishes 
as soon as he goes in . 

lo!R. PEJ.LE : Just say, "This Proclamation begins with 
the following lines :• 

YR. BELLs Is the Proclamation part of the document 
you referred to in the previous pages? 
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DR. WHITE: Yes. 

MR. BELL: You say t hey ought to be rewritten, 
don ' t you? 

DR. iV'rl iTE: Well, we wanted to call attention to 
that particular one, because we all feLt that should 
be rewritten at once . 

MR. BELL: I was an5Wering the Secretary's crit­
icism that you didn' t comment on Proclamation I. Isn't 
that part of the document on page one that you say 
should be rewritten and reviewed here? · 

DR. WHITE : Yes . In fact, it was ~ nearer and 
we moved it toward the end. -

MR. GASTON : Don' t you think you ought t o have a 
sentence after that quote there to close up your letter 
and point out the fact t hat in that one sentenoe- -

DR. WtJITE: •• • • t hat you have come to liberate 
Germany from Naziism? 

MR. GASTON : That is the point. Don't you want 
to say that in a sentence or two? 

DR. 'NHITE: Yes • 

. lla. BRLL: ... There is one se.n.tenoe .oJl.. page .one .. J.!d . 
like to ask about--third paragraph, second sentence : 
"The general tone of these documents is still not in 
accord with the vie•R of this Government ." This is the 
Secretary of the Treasury speaking. Is that right , in 
view of your conference yesterday? 

lo!R. PEill.E: We can say, ttwe under stand- -" if we 
want to. 

KR. BELL: Do we know what the policy of this 
Government is, yet? 

H.U. JR: ••• • "wi t h the view of this Government." 

2 
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UR. PERLE: "As we understand i t-- ". 

llR. BELL: You would say, "In 1If1 opinion," or, 
"In the opinion of t his Department . " 

H. M.JR: "As I underst and it." 

I ' d like to throw a sentence in. TI\is second 
attempt at doing the Handbook ought to convince every­
body that this thing must be done here in Washington. 

DR. V[rl!TE: I think it should be done here in 
Washington . 

H.Y. JR: I ' d like to throw two ideas into this 
picture; one, that this must be done here, because 
evidently the people abroad t hat you have picked in 
ANG do not represent t he attitude towards Germany that 
has been expressed in various discussions which have 
taken place during the last ten days. 

DR. Wf!ITE : Well, t he unfair part of that is that 
they should have received directives , and they haven't. 
That is the fault here ; not there. 

H.M.JR: Then I 'd simply say I think that the job 
should be done here. 

DR. Wai TE: I think lte can work t hat in where we 
say we think it should be reviewed here . In fact , we 
can say we t hink it would save time if it were done here . 

H.M. JR : Yes. Uow, I think I'd say something like 
this, t hat nothing can demonstrate more the need of a 
clear directive as to our atti tude towards Germany than 
the Proclamation which was drafted for Eisenhower to 
issue - Procl amation I . "And may I suggest that this 
Proclamation be completely done over here in Washington." 
That is the way I would approach it . 

DR. ~rliTE: The r est of the Proclamation refers to 
details of technical character, so we might suggest 
a re-write right now. 
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H.!!. JR: Yes. 

Jill, . PEtiLE : You mean rewrite it ourselves? 

d.M.JR: Sure, and I am suggest ing that. 

i.lJ\. \\HITE: Say it is a poaaible suggestion t hat liould 
be more nearly in accord with what we think the policy is . 

R.M. JH: How soon can we get over the part of the 
leaflet with those suggestions? That comes ne xt. 

MR. VdiiTE : That is next. (Refers to Flyleaf attached) 

H.;. . JJt: Look, gentlemen, might I suggest renumbering 
tnese things? I could like number fou r, one; number fi ve 
I would make number two; I would make number seven , three ; 
number six I would make number four ; and t hen one v.ould be 
five; tlio liOUld be six; and three "ould be seven. 

MR. WHITE : We tried to keep their order; that is 
why the one, two, and three is in t hat order. Do you want to 
put tLat emphasis - that number one liould be--

R.U. JR: ~ure. That ... ould please Stimson , do you see? 
That is t he '11'81 he puts the emphasis. I mean, if St imson 
sees this economic thing, he won' t read any further than 
that. !lumber one is your objective; number one is appre­
hension of all of f icials: I would do it - five , si x, and 
seven. 

MR. WHITE: I would suggest, Air . Secretary, t hat 
seven be l ast because it app~ies to everything. 

H. M. JR: Last? That is all right . 
~eke seven, seven . As to the context of 
you people. 

I accept that. 
it, I compliment 

~ \1HlTE: ~e would like you to focus on a couple of 
things t hey are going t o object to . 

H.M.JR: That is -all right. I know about it . 
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MR. WHITE : One of the things I might menti on , that we 
learned from the Germans who were here - at least it was 
their opinion - McCloy and Hilldring took the view that 
the SS, which includes what is cal led the Waffens SS - the 
troops who do the fighting - they say they are just soldiers 
and shouldn't be treated as SS; the Getroans think that is 
errant nonsense . They say those SS were SS before they 
were soldiers; that they are the pick SS who were thrown 
into the line to bolster up the others ; and that they are 
primarily political SS. 

MH. GAST...N : Yes, I think they a1•e the younger, .more 
physically able-bodied. 

J.!lt . W"rliTE : Tougher, more fanatical - more gangster, 
To leave them out is to leave the kernel out . 

H.M.JR: It is like the story be told. They all sat 
around the room - who whould be punished? When it came to 
diplomats being punished, the State Department said, "Oh, 
oh, that is a bad precedent ." When it came t o newspapermen 
being punished , they said, "It couldn't affect the freedom 
of the press . " Finally they said, "Ill¥ God, we forgot the 
lawyers." 

Uk. PEHLE : In the excerpts you will find a statement 
about the lawyers that is the m~ t ridiculous thing I ever 
saw in my life . (Refers to list of excerpts , attached} . . . . . . . 

H.M. JR : Stimson pulled an original thing. He got on 
this thing about the economy; he asked the President if 
be had heard the definition of an economist. He says it 
is a roan who has on one end of a watch chain 'he Phi Beta 
Kappa key, and on the other, no watch! Is that original? 

l.!R. V1HITE: It is to me . I shall use it! 

These excerpts seemed to impress us as being good 
illustrations , but I think we ought to go over them, be­
cause I am not sure others will react the same way. 

H. M. JR: Excerpts from Handbook II? 

5 
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Mit. WHITE : Handbook aJXl directive . We picked t hem 
f rom both. 

H.M. JR: 1hat is the matter wi th the impounding of 
the radio? 

Mit. PE1!LE: ••• by the German police . 

MR. WHITE : They 11ere going to have the German police 
ar~est everybody . 

MH. BELL: These are just excerpts? 

lm. PEHLE : That is righ t . 

){}{ , BEU: By "the rest of t he bar" - you mean the legal 
profession? 

MR. PEHLE: Yes . 

H.M. JR: This on pa~e tv.o , " ••• Supreme l:ommander to 
provide for the restorat1on and control of transport 
facilities--" I suppose it is t he restoration . That is 
all right . 

Look, 1 t hink, instead of studying this thing cold, 
I think you ought to get McCloy on the telephone and ask 
him. when. he .. oould see some· of .. you boys ; and when he wants 
to come over here, and how he wants to do it . 

MR. WHITE: On the flyl eaf? 

H.M. JR: Yes . 

Y.H. \.HITE: You just want to send a copy over? 

H .~ . JR: That isn't enough ; that is too cold. 

llR. \'ll.i!TE: Some of these are really subtle and have 
to be pointed out . 
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H.M. JR: I am not going to take the time. 
what you people are doing. I am in good shape 
take this on myself with him. 

I know 
today to 

7 

Mk. GAS'roN : McConnell has a couple of copies of the 
book which is to be published by Brookings Institute in • 
the next few days. 

H.LI. JR: By a Frenchman . 

t'JL GASTOO : .And J1arold G.JAoulton of Brookings . liave 
you seen it'? 

. 
H.L. JR: No, but the Frenchman came in last night at 

suppertime at General &reenbaum's t~ gi ve him a letter. 
He said , "Oh, I have just sent you my book. ~ 

MR. GASTCN: I t hink you v;ould do well to look at that 
book , because I think it is a book which talks about the 
impossibility of doing anything important to prevent the 
Germans from rebuilding. I don ' t think it is mere failure 
to find out what can be done . I think it is deliberate 
sabotage. I think the purpose of the book is to create 
the feeling that we cannot do anything to prevent the econo­
mic rebuilding in Germany. I think it is deliberate propa­
ganda. 

H.l!.JR: I . '11111 have to see that. 

McCloy is on the •hite House phone. Uhy don ' t you 
people get this started. I will try to get an appointment 
at which I can be present with McCloy to go over this 
leaflet. I think it is important enough. 

Is that all? 

1Ut. \'IH ITE: I have a memorandll.lll. here \\hich we can im­
prove . I am only suggesting it to you - if you wanted to 
use it this morning when you are talking with Hopkin a - · 
this is "Is European prosperity dependent on the continua­
t i on of German industry'/" 
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That ia a hurried job, and we can do a better job on 
it. 

H. M. JR: I am anxious that you fellows get those letters 
red.rafted. 

I will read this thing. 

--

8 
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... u •. 

6. llllt&I'J ealaletnUII elaa11 be dll'lltld ~ 
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rtn aru, .... utoa, uploet••• aDd hdlo ,,..._ 
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not led to a lowertac of profe11lonal 1tudard. 
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adalallttatl¥1 OOilYiftliDOe. 
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be ooaU•Id la a ~•ru•tal poelUoe ul.u • nen an .. ,.tu .. r1010111 tor hl1 retenuoa. 
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frea all po1h of ·utttorltJ Qll ao peruant ••'Mr of the 
Oeraaa Qeaeral Staff or of tlae lad HllrarolJ 11MMald oenn 
llllf lapor\aftt IOYifnllent or olYll poeUloa. I na till 11111r 
lad oftlolall ¥111 aot a1 a rate lte •t»lOJed, taut Aftll 
Oroap CoaM'Idere _, wake noepUoaa oa •Ia• arouct• of 
erpoctl..., or ad8lal•tratlYI ... lteltJ. 

Toa vlll re-oatabllala eatetlaa fore1trr oootrol .,enolel 
Pel dU"' tlln to prooetd ¥1\la aeldld UU.r ouUlq 
opel'aUoa• 10 ae to o..ala U.bu hllalta. · · · 

Mllltarr Oo¥erna1at la Geraaap vlll b&ve to deal wlth 
Pultllo Velfare fJ'Oifaal Aa4 oraanltatlonl, vhloh baY• a 1081 
bhtorloal ctne .,...,, •Plor a tare -•r of poraou, 
npiM a ~~altetaaUal ponloa Of \lao Uo-.1 Badtet, an 
eoa1tdered w tile a. ...... to " enr•olr tapenut aM 
toula laU-.blr tu u ... of alaNt '"IF Oonu. In •ae 
of 'lletr laponueot u 11 lapotaUYI tlaa\ \Ur M rl~lr 
ooetrollld aad •tll sed to taellltate no orderlr ,..., ... , .. 
of IUl~ a.Yon.nt w prw•U"' a , ... rat •r.u.._ el 
OlYU Ute, alatalallll \he wortl .. oapul\J of \bo llYll 
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popalatlon, oarlnc for \boat eleaea\a of the po,.latloe 
unable to cue for tll•atlne Uld rea\orl"' reuC)Ildle 
oond l\lona of llfe for \be tlYlllaa popala\loe. 

All l asl leader• and other pereona ~ed or dtalrna\ed 
bJ rut, oftloe or eaplopn\ vlll be apprelaended Uld 
aurreadtred tato the hand• of tba SUpr•• Ooa.ander'• 
repreaea\atl•••: \be .... ahall applJ \o .., national 
of an{ of \llt United laUone wbo h al !!f-' to han 
c ... l \ed an offtDOt aaalna\ hla na\lo l aw. !he 
pr~ reaponalblll\J for apprebtDdlDf aDd aurrenderln, 
lUCia peraou wlll rnt vUh \he Oenaa au\ horUln (ale) 
vltbOilt pre~lldloe \o tile rl1llh of the 9aprna Oouallder. 

U ll tbt poUOJ of \llt Bupreae Ooaaander \o proridt 
for tilt reatordloa ud ooatrol of \raaapon faolllUII 
alld atmoae la OIIUCAIY lae111dlaa rallvara. road \raupon, 
lnlaad wahrvara u wall aa Pone alld atrobult ahlpplfta 
ta order \o a\\ala all atll\arr ob~to\lYtt and \o all\ auob 
ttaaUal olYlllu hanapona\loa requlrnenh aa the 
elll\arr al\.a\toa vlll perat\. 

Aa aooa aa poaalblt attar ooaupatlon, the Oeraan 
au\borl\let will be dlreo\ad \o ohaok Ooara8tra \hrOQIIa 
re-re1letraUoa, or 'J oall1Jtc la ouh\andlftc raUoa 
cant• for re-ataaplq or replao• •'. . 

13 

All apttlal relief, paaaloaa, aad prl•tl.,ea, o\laar 
\ban re,alar alll\arr peaaloea, aran\ed to ae ... rt of lasl 
auuarr or ·.,.......uuarr orp.nltaUoa• ·•u.U ·be··hral•tedo·· 
and woh .. abera aball 1M eaUUtd onlr to \boll benaflh 
aran\ed \ o all Otraan n&Uoaalt. 

ne ,...._)Ill uarr orfanlaaUoaa lletad below ( SA, 
ao. •••·• eto, ) ••• will a d .. courae be dtaaolYad. • 
lo further recrultlna la paralUed. 

• • 
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September 7, 1944 
9 : ~1 a . m. 

Sorry, I wae on the other phone. 

I suppose-- I d1dn't ask , but I suppose you 
were talking with Hopkins. 

Yeah, I was on the phone with Harry Hopkins . 

Now, look, in about a halt an hour . .. . 

Yes. 

or an hour, we will have our suggestions 
as to what ' s to go into that ny lear . 

Oh, good. 

~ow , !'~like to go over that With you myeelt . 

Right. 

And anybody else that is working on it With you. 

\~ell, I '11 bring Hilldring. 

That w111 be wonderful. Wel l , when could you 
come? 

liell , 1 1 \·e got -- I've go t a meeting at ten 
o ' clock. It' s very ditticult tor me to ge t 
out ot but it won ' t take more than fifteen 
minutes. And then I'm tree tor the rest or 
the dAy. 

Well, I'll tell you, Hopki ns is coming over to 
eee me at ten. 

Yes. 

And it he will stay that long , I would like to 
have him h ere when we go over it. 

Okay. 

How would that be? 

That Will be okay. 
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I mean, I -- bae be eeen this? 

No , I don't think he has ever seen thie. 

Well , I think it would be helpful. 

Yeah. 

And so , if when you and Hilldring are through, 
if you ' ll come over 

Rlgh t . 

. . .. I ' ll try to hold Hopkins. 

You t r y to hold him and then when 
be along as eoon as we can. 

then we'll 

And then instead of writing you a I' ve written 
you a formal letter but , I mean I t hink we could 
come to an agreement ... . 

Right . 

. . . . in the room here . 

Ri ght . Fine. 

Row' a that? 

Thst' s good. When are you going to s ee the 
President? 

Well , I ' ve got a request in now on this 
exchange thing. 

That ' s what I mean. 

I ' ve made it moat urgent. 

Yeah. Yeah. 

And Wa tson said he oouldn ' t talk to hi m last 
night . He was going to try to a sk him thi s 
morning. 

Yeah. 

Eut I couldn 't make i t any more urgent; than I 
have. 

15 
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Okay. 

But when I see him, I don't kno w. 

Yeah. 

But I certainly emphaal t ed the urgency o! it. 

Right . Okay. 

Thank you. 

All right. 

16 
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REVISI ON OF G£ru.u.N SURRENDER DOCWENT 

Present : Ur . D. l . Bell 
Yr . ilhl t e · 
llr. Gaston ' 
Yr . Pehle J 

Mr . llc Cloy 1 

Lfr. Hopkins J 

General Hilldring J 

Major Boettiger/ 
){rs . Klotz 

• 

September 7, 1944 
10:30 a .m. 

H.W. JR: Now i n talking this thi ng over with »r . 
Hopkins, he rai ses t he point that i f t here are a dozen or 
so objectionable t hings in this handbook ~ich we would 
like to point out, couldn't t hose be changed here? 

GEN. HILLDRING: We could t ell Eisenhower to change 
them, W:r. Secretary. . 

H.Y. JR: I think the f irst thing to start with i s our 
suggested changes for t he flyleaf . 

~ •. J.!cCLOY : You understand .the . .ai tua tion. If .he . 
brought t he draf t over here or sent a draft over here, we 
wouldn't have seen this draf t in the normal course, in 
any event. We send him his directive, and then he acts in 
accordance with that directive, but he was lacking a directive 
ao he started out on his own. 

Now, we have had this to- do about this handbook, and 
he baa seen the draft of the handbook here, which as I 
understand it, although it has had many modi fica tiona since 
the one that you saw, it ia still, in our jud~ent, not 
adequate to meet the situation. But Eiaen.hower screams 
for a handbook because he wants something right away . So 
we are trying to patch up a job for an interim period eo 
that we can let him go, taking t he factual data in the 
main, which is in that handbook, and the warning on the 
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flyleaf that he is not to do anTthing that contravenes 
these general ideas, so that he can liave something to 
send out immediately to people who are today in Germany. 
The idea that we can patch it up, as I say, whenever we--

H.Y. JR: That is the procedure we have been work.ing 
on . Knowing you had time, I thought if you came over here, 
rather than back and forth, we would have to come to an 
agreament . 

KR. McCLOY: But the complete revamp of the handbook 
is another process . 

H.M.JR: There are two things we would like to ahow 
you. One is suggestions for the flyleaf, and two, Procla­
mation ~e for .llisenhower which we think is God awful and 
should be rewritten, the one that Eisenhower was to issue. 
I think it is just God awful. Now, if you could get 
together on that, that sets the tone for the whole thing. 

MR. PEHLE: It is in the directive, Mr. KcClof. Here 
ia a copy (hands copy of directive to ldr~ McCloy) . 

KR. McCLOY: The handbook or the direetive-­

H.M.JR: Do you want to do the proposed text of the 
flyleaf first? 

KR. McCLOY: Yea, all rig!lt_. . .. 

18 

(Dr. White distributee copies of attached Flyleaf text.) 

KR. HOPKINS: Do you mind discussing this paragraph 
by paragraph? 

H.M.JR: That is perfectly all right. You don't like it? 

KR. HOPKINS: It looks all right t'o me. Ia this the 
same aa you fellows want'l 

MR. McCLOY: We don't know yet. Well, I have these 
thoughts about it . I think you have confused two things 
here pretty clearly. We are not at this minute writing a 
directive for Riaenhower. We are trying to do that on a 
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parallel line . There are a number of things that we han 
to work out on the directive procedure before they can be 
incorporated in our instructions to him on this handbook. 
Later on there can be a handbook prepared which will 
conform to the directive, but there are a number of 
principles that we have to debate out, particul arly not 
only among ourselves, but with the British, before we can 
tell Eisenhower to put these into this lllllllediate handbook. 
If there is anything in the handbook which is contrary to 
what we know we are foing to put into effect, we are going 

to try to correct i on the flyleaf . 

Now on one--the substance of one we tried to cover 
in our flyleaf; there

1
is one point, however, in connection 

with that that we don t feel we sh~ld go quite as fer as 
you suggest. &It we ean cc:me back to that. That is this 
business of the removal of all members of the Nazi Part1 
who are mere steno~raphers and people who are by force cc:m­
pelled to hold the1r jobs, and whom you can't throw out 
and immediately replace. All active members, or all 
officials--! would limit the instructions that you have 
in one, the entire elimination of every member of the Nazi 
Party. It is the same problem we had with the Fascists 
in Italy. 

19 

H.ll. JR: What you didn't do in Italy is what I had hoped 
to do in Germany • 

. llR. KcCLOI: .. Dh, . well , tbere . .m.ay. .be .arguments as tp 
how far down you should go, but we can' t undertake to 
eliminate immediately avery member of the Nazi Party. 

H.M. JR: Why not? 

MR. llcCLOY: Because there are too many of them; I 
think there are thirteen million. 

H.M. JR: Oh, no, the top figure I have heard is five . 

MR. McCLOY: Well, I don ' t know. I have beard there 
are thirteen million; there are all aorta of grades, but 
one way or another they are all affiliated with the Nazi 
Part7. They consist of stenographers, laborers, and clerks. 
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If we could find enougn to merely stick them in, it might 
be a good idea . But we have a real manpower job. We are 
going to run a country. We are going to run an entire 
nation, and we haven't the officers to do it, nor have we 
immediately the means of finding out who the other fellows 
are . You have a practical problem to deal with: 

H.lri.JR: You don ' t mind if I don 't agree with you7 

MR. McCLOY: No, but I am telling you from my practical 
military administration experience that we have something 
to deal with there, and I can 't tell Eisenhower that he 
must do something which is impractical . The Combined 
Chiefs of Staff can' t , unless we are ordered to do it . We 
will do a thorough job of cleansing and purging, but--

YR. WHI TE: J.ren' t you exaggerating somewhat the 
difficulty you will have? You will have a terriJic amount 

20 

of unamiloyment in Germany merely by virtue of the circumstances 
Tnere w 11 be lots of people looking for jobs . You are not 
taking people out of jobs that they have for private 
industry, you are merely taking them out of important jobs, 
leading jobs, and government jobs. Now, the number of 
people who work for the government--

YR. lrlcCLOY: Does it say so here? 

Gm . HILLDRING: All government offices . 

M:R. WHITE: The number of people who work in the 
government are much smaller than the total Nazi Party in 
the first place. And in the second place, you will be 
able to replace a lot of them. In the third place, the 
government is going to break down in a great many spots 
and you are not interested in a great many government 
activities; so to be sur~you are not going to run nearly 
as efficiently as would be the case if you left the ser­
vices there . But isn't it more important to start off by 
ruling these fellows out than it is by obtaining a little 
more administrative efficiency in the government, not in 
military operations, but in government. 
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GEN . lliLLDRING: The moat important thing, Doctor White, is to beat the German Arm,. That is the moat illlportant thing to do now from our point of view. 
loffi. WHITE: That goes without saying. 
GEN . HILLDRING: Then follow the political objective to the extent that we can without precipitating chaos . It aee~~~a to me that as Eisenhower ia moving in the future in a hostile territory he is going to be confronted with the most difficult problema behind these lines that he baa yet encountered, and it seems to me that if he deliberately undertakes in each village he ,goes through to destroy all governmental authorit,r, which ia what he will do, beceuae all these office-holders are Nazis, he is going to be contributing chaos, fomenting it behind his linea, because he is not going to have any governmental organization at all. Be i a not going to have anything in the Gemeinde. Be is just going to destroy it as he proceeds under this directive . 

~rR. HOPKINS: This document refers to that. 
GEN . BILLDRING: Yes, air, and it is a formula for that paragraph, ss I read it, a formula for creating pandemonium behind his linea, which I think is going to be a very great handicap to Eisenhower in defeating the German AI'IJI¥, which is really what his first job is . 

" '"H .l!. JR: Look what you sent over here yourself, "Under no circumstances shall active Nazi or ardent sympa,thizere be retained in office, nor shall ariy Nazi organization be parmi tted to continue in existence for the purpose of administrative convenience or expediency. • 
loffi. McCLOY: That is right. That is different froa what you said. 

H.M. JR: What is an active Nazi or ardent aympathiaer? 
.YR. McCLOY: That is the fellow you are really trying to get, the fellow you are really shooting at, and not the innocent . 
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KR. WHITE: That is an important misunderstanding, Kr . 
• Secretar,y. I thought this wu phase two. Phase two 11 after 
the cessation of hostilities . 

?2 

MAJ. BOETTIGER: This phrase, "Ardent sympathizers • 
comas out of the suggestions made by the Treasur,y Department . 

KR. WHITE: It can . 

MAJ. BOETTIGER: The Treasur,y'e phrase, "Under no 
circumstances shall Nazi officials or ardent s,ympathizers 
be retained in office even if it be necessary to sacrifice 
administration to obtain the objective"--we picked up the 
Treaaur,y' a language. 

KR. llcCLOY: That is a very good argument, but it is 
sound, irrespective of that. 

H • .LI.JR: White, now that ,you know this is phase one 
rather than phase two- -

GEN . HILL DRING: What we are trying to do with tbie 
handbook, Kr. Secretary, is to give Eisenhower something 
to put in the hands of hie troops today--tomorrow at the 
latest- -to cover the breach until the hour has arrived 
when we back here have decided what our governmental 
policy is with regard to the treatment of Germany for the 
long pull and have gotten that coordinated with the British. 
This u purely to breach that gap until we can give him a 
possible ·surrender docUJ~;ent . What we want tO" do now is 
to give him an interim document-- handbook--that is in 
general line with that to the extent that we can in the 
absence of firm directives. Do ,you see? 

H.M.JR: Is thispbase one or }ilaee two? 

GER . BILLDRING: Phase one, sir; it is the book that 
he is going to use tomorrow and the next day. 

KR. HOPKINS: And until Germany surrenders . 

MAJ. BOETTIGER: As I indicated to ,you yesterday, he 
has these handbooks in France with him now and is anxious 
to put them in the hands of the soldiers . 
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Gm. HILLDRING: He ill in Gel'lllany; he has OiTil .&:ffaire 
officers there and they have no guidance, no books . 

MR. WHITE: That can be modified in such a way as to 
take care of tbe General's points and Jack's very cleverly 
with sane ad.nor modification b;y ea;ying, •Except where the 
mllitar;y necessarily requires otherwise .• 

H.Jd.JR: Would that help any? 

MR. McCLOY: Well, the point is--

H.M. JR: Look, could we work this wa;y, if it is 
agreeable to ;you? I have to leave here i n ten minutes . I 
have an ap~ointment with· the President on this exchange 
rate. I Wlll leave ;you people here, if ;you are willing, 
and I will came back and give you tbe good or bad news . 
Kf thought is, I have nothing as i mportant as this . I 
wlll sta;y with this until we came to an agreement. How 
is that? 

YR. McCLOY: Fine. 

H.M.JR: We never do have our own wa;y; we will give 
and take . Ia that all right? 

MR. McCLOY: Fine . 

H.M. JR: ~.a . Xa.~. a~ .You a.~:e concerned, bf. th.e time 
you l~iave here you will know where ;you stand on the mark, 
and we will come to an agreement on this . 

MR. HOPKINS: It seems to me that this altere this a 
great deal. If this document as it is is for Eisenhower 
to use up until German;y falls, then I do not think you 
can take a lot of other things here which relate to this 
post-war directive . 

Now let me ask you this, Jack: Should that po1t-war 
directive, as far as the U.S. aide is concerned, be tini1hed 
by Saturday noon? 

0 MR. McCLOY : Yea, we ought to finish it as far as we 
are concerned and then negotiate with the Bri t ish. 
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MR. HOPKINS: Do you negotiate with the British here? 

KR. McCLOY: Yes . 

KR. HOPKINS: Would you Yisualize your negotiations 
with the British finished by the week and? 

MR. McCLOY: We ought to be able to begin Monday. I 
don ' t know. It depends on how long we take with the 
Treasury on the directive itself , because the day after we 
do that we can begin with the British. 

MR. HOPKINS: You mean by the directive, this thing 
we are tal king about now? 

MR. McCLOY: No, tbis thing. (Points to directive.) 

KR. HOPKINS: I am assuming this handbook will be 
finished this morning. That piece of paper you gave to 
me, when do you want anything I might have to say on 
that, tonight, six o' cl ock tonight? 

YR. Mc CLOY : Yes, that is right. 

Than I want to get just as quickly as I can t he 
Treasury agreement . 

24 

Then I want to go to the Sri ti sh and begin m:t r~gular .. . . . ... . 
" D'agotiatlons wi th" tha Bri tiah, at which· you can have your 

representati ve on my committee to dicker with. 

H.lri.JR: How fast is Mr. Hull going to work? 

MR. McCLOY : Thar.e will be no problem with him. It 
will be sooner than I gat through with you. 

H.U. JR: I have been getting eo many compliments these last few days. 

MR. HOPKINS: Look out for that . 

YR. tHITE : Harry, this all can be taken through by <:) putt ing in the phrase there in each one of these, "Excepting 

Regraded Unclassified



0 

0 

- 9 -

requirements of military neoeeeity.• That is all you need, 
But ther e is a lot that goes on behind the linea that I 
t hink they would agree cannot be closely related to military 
necessity . The same thing is true in Italy. There is 
fighting in one part, and the rest of it is quite different. 

25 

YR. HCPKINS : I assure you that until this damned 
German outfit gives up Eisenhower isn't going to be brought 
in on this thing. I think he will do all he can to implement 
that directive, but God almighty, they will be fighting 
like hell, and Eisenhower isn't going to waste much time 
thinking about this in terms of the battle . He will be 
thinking about it in terms of this post- directive thing 
very much. 

~ 

'lffi. WHITE: Yea, but others can think of this; he 
has a whole staff . 

MR. HOPKINS : Don't you think you get pretty good 
protection right there, in those reservations? 

MR. WHITE: I don ' t think it is good enough, no, 
without again int erfering with the military efficiency, 
because that is always the choice . 

:liR. HOPKINS: Youmeen put that language in all the 
way along. 

MR. WHITE: But it is not him, it is the whole Civil 
· Affai r6 attff that he leave.e behind. 

MR. HOPKINS: I think you are going to get an argument 
over this t hing, number four . It seems to me that that 
thing ought to be argued out in this post-war directive 
which you are going to get at in the next twenty-four 
hours • . 

MR. WHITE: It is much more important. 

UR. HOPKINS: As I see it, it is the most important 
document. 

GEN. HILLDRING : With respect to this paragraph four, 
Mr . Hopkins, we couldn't get any Britisher in Washington 
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to decide that. He would eay, -wall, God, that hae to go 
to the Prima Minister. 

YR. HOPKINS: Could I eae that Eisenhower speech that 
you say is so terrible? 

MR. McCLOY: 1!ind you, that is not a post-surrender 
directive . 

MR. HOPKIKS: But when does he make this speech? 

MR. McCLOY : That is supposed to be the fi rst pro­
clamation that comes out. 

UR. HOPKINS: Comes out l!'hen? 

MR. McCLOY: When he comes into Germany. 

MR. HOPKINS: That is not What he said the other day 
over t he radio . 

MR. McCLOY: No, this is a draft. I never saw it 
before . 

MR. PERLE: It is in the interim directive . 

GEN . HILLDRING: Yea, air. 

KAJ. BOETTIGER: No sir, it is not in the interim 
directive; it is in General Eisenhower's directive. 

MR. PERLE: 'hat does it say in front of that directive? 

¥AJ. BOETTIGER: It is from General Eisenhower to the 
Army Commanders. 

YR. McCLOY : Now, I can ' t send a directive to General 
Eisenhower today which instructs him to do number t wo, nor 
can I send him a directive today which instructs him to 
do three or four . Five, yes; aix, yes . Seven is something 
for him. To take the time to punish violations of hie 
own orders is something you just don ' t do in military 
philosophy. It is like having General Marshall saying, 

• • 

26 
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"This order shall be obeyed; and if it isn't obeyed, you 
shall be punished. " 

llR. WHITE: The significance lies not in General 
Eisenhower or the under- staff, it is that t he Civil Affaire 
staff treats this as a bible. They look it up, their policy 
is shaped by it, they are influenced in their actions by it. 

MR. HOPKINS : I have two criticisms in this Eisenhower 
speech. I certainly wouldn ' t say, if you can help it, 
that the courts are out . And the last sentence says, 
•Clanng the criminal and civil courts;" he could say that 
later . And there it seems to me where you say, •All 
officials," you tell everybody to stay at their jobs, 
when actually he is going to throw tham out right away . 

MR. WoCLOY: Be says, "Until further orders--" 

MR. HOPKINS: I just think you are going to get in a 
jam. If Eisenhower makes a speech t o say all Nazi officials 
are going to stay on their job, the first thing the news­
papers are going to crack at is, '~at do you mean? Is 
Eisenhower going to keep all these Nazis in office?" 

W.J. BOETTIGER: 
scatter . That is the 
stay there. 

If you don 't do it, people will 
only way you can get tham all to 

lffi. HOPKINS: Just think of your publicity ki ckback 
on that . · 

MA~ BOETTIGER: If he says, "I am going to"--well, 
we will talk about that. 

(The Secretary, Mr . Hopkins, and Wrs . Klotz leave 
the conference. ) 

?7 

MR. WHITE: That does not refer to the interim document, 
does it? I! it ia clear in your mind and clear in their mind, 
I say that reading that document and reading anything that 
appears in that document, there is nothing to indicate that 
that doesn't continue until the Allied Commission . On the 
contrary, it says specifically it shall. 

Regraded Unclassified



0 

0 

28 

- 12 -

MR. McCLOY: But look, Harry, we are going to teke 
care of that. We are going to take cer e of it tomorrow. 
The immediate thing y,·e want to do is t o serve Eisenhower's cey 
for a handbook. There isn't any fundamental principle 
there . 

YR. WHITE: Look, Jack, if it is a question of a 
wee~ or two or three, we don ' t give a damn what they do 
in time of battle . 

GEN . BILLDRING: That, Dootor White, is what we are 
trying to prove . 

YR. WHITE: We are interested in the administration 
of civil affairs 

MR. McCLOY: Let's say, •Eisenhower, you have what 
you want; go ahead, a.nd don 't hold it up . Tomorrow let's 
get down to the guts of this thing.• 

MR. WHITE: Speaking for myself, Jack, the important 
thing, as you have already indicated, is an interim 
document will replace thi~ and make clear t hat it goes 
into effect the minute major hostilities cease; that is, 
assuming the thing is not going to collapse tomorrow. And 
if it does, you can send a cable saying, "Do this until 
you receive more detailed directions. " 

YR. BELL: With that explanation, why can' t we change 
that document around? 

llR. McCLOY: Why don ' t you do this, Dan: Wily don't 
you jus~ say, take your suggested change in the flyleaf 
and go off and cable it to Eisenhower? 

MR. VMITE: Would it be possible to do this, or ia it 
desirable or feasible , bearing in mind that this directive 
will be repl aced by another one to take its place? If 
they knew this was merely for during the fighting phase--

YR. McCLOY : We can certainly say that . 

GEN . RILLDRING: Oh, yea, indeed, 
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YR. WHITE : For example, I will tell you wb¥ it would 
be absurd for us to cable that, because supposing the 
fighting takes on a character in which a fourth of Germany 
comes under control of the American AI'IIIY and they are 
operating under this fighting objective. I am sure that 
they will listen to. our views. We think that in these areas 
they ought to be functi oning under a somewhat different 
document. There is no difference. 

MR. McCLOY: That is right. 

MR. WHI TE : But our misunderstanding cropped out of 
the reading of t he directive . 

GEN . HILL DRING: Of the handbook. 

MR. PERLE: These were written with more than the 

29 

wake of battle in mind. They were talking about the possible 
surrender, though you don ' t want them to use it that way. 

MR. \VHITE: I can speak f or myself; there should be 
no difference . 

MR. McCLOY: Let us put those three things in there 
and get t he thing moving. 

YR. ~RITE: That is all ri~ht. You see, there is 
another thing there; ;you sa;y "mlli tary operations," 
an9ther thing that threw us off in the document. I remember 

.. · .. ·that· I "COilllllented on · i:t. Somebody added· the ·word "oc.,upatioi:1~·· .. .. 
I thought what they meant by that "occupation" was after 
military operations ceased, because otherwise it seemed 
to me that they include ever;ything under the term -mlitary 
operations," because ae long as an· army is fighti.ng I gather 
it is a militar;y operation, as distinguished from an 
occupation when the fighting stops. That came up last 
night, and I said that they must have in mind appl;ying this 
to a lat er period. So if ;you delete the penciled word 
"occupation," it would seem to be a little clearer that 
what ;you have in mind is the fighting stage . And if ;you 
added that other statement--! don ' t give a damn what ;you 
~ut ·in or what ;you have there--personall;y, I would approve 
ln a moment. 
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MR. GASTON: I take it that right behind the armies, 
the American and British, the Allied Civil Government 
officials will be prett1 active, won't they? They will 
be pretty close to the armies . You won't be leaving much 
authority and power to the Germans in there? 

GEN. HILLDRING: We will eata bli ah a complete military 
government where the military authority is supreme. 

MR. GASTON: Then if this thing hangs fire, which, of 
course, we have to consider possible, so that you have a 

situation of three, four, or five months in which we have 
a very considerable area that requires civil government, 
as Harry eaye, the t hing could be re- opened, 

MR. McCLOY: We era going to do that right away. 

GFli. BILLDRING: We hope to do that starting tomorrow. 

MR. WHITE: I think what Herbert is pointing out is 
that it is l ike the Italian situation, what does the 

-

southern half of Italy have to do with the militart situation? 

MR. GASTON: If we shOuld be hung up there. 

MR. McCLOY: Oh, we will change that, too . We are 
going to change this damned handbook. le are going over 
the handbook with a fine-toothed comb. 

MR. GAS'l'Cfi: I think we are being too "daiiuiea particular~· .. ·· 
KR. PEHLE: We are all agreed with that. 

GEN . HILL DRING: I think it would be a good thing, 
John, to put in this cable to stamp these books "Pre- surrender 
handbooks,• or "Pre-defeat handbooks." 

MR. PRIILE: That would go a long way. 

WR. WHITE: "Pre- defeat"--ie a surrender a defeat? 

MR. GASTON: I would!i' t hand antthing to an Jmerican 
sol dier that eats "Defeat instructions, • or "Pre- defeat 
instructions . • From our point of view it is victory. 
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MR. WHITE: That is why I thought it could be 
encompassed under defeat . 

GEN . HIU.DRING: We have used the jargon, "Pre­
surrender, " and "Pre-defeat . " They know what we mean • 

• 

MR. McCLOY: This isn ' t anything that goes to the 
soldiers . 

MR. GASTON: How far does it go, Civil Affaire 
officers, commanding officers? 

MR. McCLOY: Yes . 

MR. WHITE: If you stamp it that ..-ay and you could 
see your way clear to deleting "occupation," we will--

MR. McCLOY: How about deleting "occupat ion"? 
• 

GEN. HILLDRING: We have no o,bjection to that. 

MR. Mc CLOY: I stuck in the word •occupation • on 
that because I had this idea • 

.. MR. BEll: It is in both places, in one and two. 

GEN. HIU.DRING: Was it added by them or us? 

MR. McCLOY : It was added by me . 

11 
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MR. V!liTE: Jack, I think we thought that it therefore 
was to apply--

32 

UR. ~cCLOY: I was thinking, suppose it is part of the 
purpose of the Commander that he shall maintain order in a 
certain place, or shall avoid disease in a certain place 
in order to protect his or.o troops ; that isn ' t quite militar.y 
operations, but it is in the purpose of the objectives of his 
occupation . 

tm. WHITE: Except, Jack, isn 't it generally assumed 
that when troops occupy - an occupation by t roops is not 
!.iglting, but you know more about that than I - that would 
be my lay interpretation of t hat, as distinct from military 
operations . is long as there ia a danger of misunderstanding--

YR. UcCLOY: Well, I can see t hat . But you see, ~at 
I am getting at - let's suppose there is no shooting; let's 
suppose that the surrender baa taken place. lie has a 
military job to accomplish and he is told to effect a cer­
tain kind of occupation. ',\ell, he has to be governed -
what is the phrase we are objecting to? What does i t say? 

~t. BELL: It is just military occupation and opera­
tions . 

~ ~cCLOY : •No steps looking toward the economic 
rehabilitation are to be undertaken except in support of 
military operations or occupation." 

Suppose be bas to see t hat t he water in the town is · 
purified, because his troops are billeted in the town, 
although it ia peace; suppose he has to put a mill in, or 
a dam, or something like that--

YR. Vt1i!TE: There can be no question there . 

GEN . HILLDIUNG: But loir . lolcCloy, can't we get over 
that hurdle without putting the 11ord occupation in then -
simply by deciding that we have got to write another hand­
book? 
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I am going over there next week. ! week from now I 
will be on my way. I have told them over the telephone 
they T.Ould have to write a new handbook, that they can' t 
do anything wi th this handbook with regard to possible 
defeat conditions . 

~ McCLOY: ~e are ~oing to i ull it back and put out 
a new one. We tried t he 1dea of b ocking out, and inking 
out. He .Let out a yell on that. He said, "I can't do it; 
I haven ' t got the ink.• 

$1~ . HILLDIUNG: But when we get all through with 
these palliatives we are still going to have a lousy 
handbook as far as possible defeat and possible surrender 
is concerned. 

MR. WHITE: Is there any possibility of drafting that 
handbook in Washington? 

MR. MoCLOY : It violates all our principles . The 
trouble with this was t hat he· didn't have the thing that 
we are trying to work on now. 

llR. VlliiTE: You mean if they had that, they- -

YR. McCLOY: They just went off and used their own 
theories . They got down wi th the British and got astray. 
That is the reason I went t o narry Hopkins . 

GEN . HILLDRING: 
astr ay, Mr . McCloy. 
policy . 

That isn't the only reason they went 
They were followi.ng some good American 

~ McCLOY: The PiC business , which was com~letely 
repudi ated at this t alk the other day when Mr. Shmaon 
and Yr . Hull and Mr. Morgenthau were together, when they 
were chiding Yr. Stimson with bein§ too soft - Wr. Hull 

33 

was - he turned on Hu.Ll and said, Why, I couldn ' t stand 
for your PWC documents. ~hat are you putting me in the 
corner now for?" So lJr . Hull threw it out the window and 
said, "Oh, well, it j ust meant cont emporaneous t hinking" ! 
Those went to the EAC and were sort of bootlegged from there 
over to SCAEF. 
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ILl. \\1UTE : 
among us at all. 

I don't see that there is any difference 

GEN . liiLLDKLG: I don't, either, Dr. White. 1oe will 
make t his perfectly clear in our cable t hat this is to say 
pre-surrender and pre-defeat conditions. 

MR. BELL: You sa;y it should be rewritten to gi ve 
effect to the principles he reinafte r stated. They are going 
to be rewritten over there? 

GEN . HILLDRING: That is right. 

Mit. McCLOY: ••e have a fellow over he re, nor1. 

Mrt. BELL: On pre- surrender operations. 

~fit . McCLOY : brigadier Foster, who used t o be over at 
the Embassy . He brought this thing over, and he had the 
changes which were agreed on over t here before he would 
come over . Then we came back at him - correct me if I am 
wrong - and we said they still do not go far enough, and 
let ' s sit down and go t hrough them. He rather agreed to 
that . And we are, as a practical matter, sort of working 
on t hat handbook right here, but it is on a bootleg, un­
official basis, because ~e have to let t hem do it on that 
side. But he will get all the documents . 

.. 
MR. BELL : What do you consider that? That is military 

operations right on the spot? 

14 

MR. ijcCLOY: Yes, t hat is do'l'm on a different level 
from the stuff we have any jurisd i ction over on this aide. · 
If we began to hen-peck Eisenhower's orders teo badly, after 
11e have given orders to Eisenhower, 'fie would get in a terrible 
mess . 

ll:t .• l•hiTE: Couldn't we just go along with t hat, Danny? 

Mk. ~ELL: It looks all right to me . How about you, 
Herbert? 

MR. GAS~ : Did you want--

• 
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MR. !lcCLOY: Now then, the proclamation we have got to 
talk about . If t hat i s God awful--

Mk. PEltLE: He may have already given it. 

~ WHITE : I f he has, it has settled the problem. 

GEN . HILLDRING: I don 't know wnet her he has put any 
proclamations out - he has only put his toes out. 

MR. McCLOY : 
proclamation out. 

If he is in Saarbrucken he has put a 
That is a big t oVIn . 

MR. 'MUTE : We are starting a re-draft of t he firs t 
paragraph of the proclamation. Shall · I get it? 

MR. McCLOY : Yes. 

MR. BELL: I think i f you make it clear t hat this is 

')5 

a temporary thing and pre- surrender , that is all right . I 
wi ll have it cleared by the Secretary, but it looks all r ight 
to me - if i t looks al l right to everybody else. 

Doesn ' t it l ook all r ight t o you, John? 

~m. P.EHLE : Yes, sure . 

MR. BELL: It is a good thi ng we had the meeting! 

MH. GASTON : Did you wan t to S&:f anything in this cable 
to the effect t hat t hese are not complete instructions so 
far as t he r evision of the handbook is concerned? 

(Mr. ~bite leaves the conference temporari ly ) 

UR. McCLOY: The interim directive , primarily, has to 
be something to keep the situation pretty much in status 
quo. You can't tell him- you can ' t take a definitive 
attitude, for exanple, on partition, because you can 't 
take partition unti l you have worked it out with the 
Russians and Bri t.i sh. There are a lot of t hings like that . 
So the idea of the interim directive is to keep it f l uid, so 
i t can move in any direction desirable . 
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Mit. V.HITE: 'we have gone over that direct ive . i.e 
are not qui t e thr ough, but if any time you want to get 
our views, give us any time from this af ternoon on . 

1.!R. McCLOY : Tomor row we will begin it . 

lffi. BELL: V.bat directive is that? 

l~t. McCLOY: That is the possible surrender di rective . 

.MR. BELL: 
into Germany. 

He has already gotten his directive going 
That can' t be changed . -UR. McCLOY: he has got that. 

:.C-t. GA::,"l\)N : Ml'. McCloy, I star ted t o say - this 
message t hat (tOes wi t h t hese one , h 1o, three , thi ngs says 
t lmt these pr1noiples should cover the reorganization of 
t he handbook, but I suppose t nese three pointa--

l.!R. McCLOY: You 'want a little bit more? 

!.L~ . BELL: You are going to rewrite the handbook • 
• 

UR. WcCLOY : That is right. ~e don't want l o t ake the 
concept that ~e are rewriting t he handbook here . ne are 

· going to say, "Here is our princiile ; we make t uese sugges­
··· · · ·· ··· · ... tiona . Now, you go back and rewr te it. • 

0 

~,. GA~TON : But in these details here you ar e only 
dealing with three things; the removal of the Nazis, econo­
mic reconstruction, and relief supplies . There may be others . 

{Mr . Whi t e di stributes copi es of draft of proclamation} 
MR. WHITE: That would be the first paragraph of t he 

first proclamation which Eisenhower •ould issue . 

MR. BELL: "Allied forces under my command have now 
entered Germany." 

YR. GASTON : It i s a public proclamation . 
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!ffi. BELL: (lteading) "fie come as militant victors to 
insure that Germany shall ~ever again plunge the world into 
war. The Uerman people must never again become t he carriers 
of death, horror, and wanton destruction to civilization. 
As conquerors, our aim is not oppression but the oblitera­
tion of every vestige of Nazism and militarism from uermany. 
The cruel and barbaric laws and instit utions of Nazism "ill 
be abolished . Party leaders, t he Gestapo and those guilty 
of crimes and atroci ties will be punished. Hitler and the 
other arch cri minals of this war v.ill be put to death. " 

17 

JAR. GASTON : Is this to be a proclamation t o the German "-' 
people? 

i.rn. WHITE : To the whole world. 

MR. YcCLOY: ~e post it up. 

!ffi. PEHLE : You see vmat we objected to, Mr. McCloy, 
in t hat paragraph - it says we are going to relieve t hem 
of the cruel laws that have been imposed on the German 
people. Do you see'( The t one, it seems , is very bad. 

}~ ~ .JTE : You said the same t hing coming into France -
" • •• relieve ;you of German oppression . " It sets off t he 
whole of Germany as being not responsible. They are occu­
pied by the Nazis . 

Some of t hose, of course , are minor t hings , but they 
give a picture of the slant of the document . 

GEN. HILLDIUNG : 'l'ha t line is bad. 

Mlt . McCLOY: I do think you have, in the firs t i nstance, 
though, you have t o first say, "Stay on your job; stay at 
your post. " 

MR. PEii LE : We were worried about that - just that one 
paragraph. That is the thin~ that Mr. Hopkins objected 
to later on in the procl amat1on, about staying at your post. 
That doesn 't bother me, particularly. 
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GEN. HILLDRING: I t hink he will have to do that , be­
cause otherwise t hey will all run to the hills . 

u..~. VliiTE : The only fellow llbO runs to the hills is 
the fellow who is pretty guilty. 

Mrt. McCLOY : You take t he innocent litt le fellow--

MR. WHITE: Me will s tay at his job, anyway; that is 
his living. Why should he run? People don't l eave their 
jobs that easy. The fellow ~ho leaves his job is the 
f ellow how is going to los.e his neck . 

l.tk. McCLOY : No, when an army comes in, the first 
instinct is to pack up your lares and penates and get going . 

Uk. ~TE: The army baa passed you by in t his case . 
f.here are you going to go? You are already behind the 
army. The fighting has gone beyond you. Anyway, I don ' t 
give a damn ~hat you do vihen the fighting is on. 

1Ut. McCLOY: H~ says that all officials are charged 
with staying with their dut ies unti l further orders , and 
so forth. 

l.ffi. WHITE: \'1e didn't obj ect to that. The onl y thing 
we objected to Vtas the tone of the firs t statement. 

Gai . H!LLDRING : \.e will tell him that and get t hat 
changed. · 

MR. BELL: If it hasn't already been is sued . 

Gai . HILLDkiNG: If it has been issued, that wouldn •t 
make any difference. He hasn ' t issued it in many t owns. 

MR. !lloCLOY : We will send a cable off today on that. 

Now, do we have to wait until Mr . Korgenthau comes 
back? 

~ BELL: I don 't know that you have to walt, but we 
have to clear it with him. 

'18 
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MR. McCLOY: If there is no use in our sitting around -
we are vecy intensely i nterested in what the answer is over 
there . 

GEN . HILLDlilNG: VJe \\ill add this : "This handbook 
will not be used during t he post-military government of • 
Get'Diany. Meamvhile , the basic pl'inciples will apply to 
pre- surrender, or pre-defeat conditions , and shall supersede 
any other considet•ations." 

UR. PERLE : ~ill not be used - what? 

Gai . HILLDRING: Will not be utilized during the 
post-defeat military government of ~ennany . 

That is the thing t hat has gotten them into all this 
tr, uble, as a matter of fact. And as I say, there is some­
t hing t o be said in their favor. 

Eisenhower has been saying to these boys , "A.re you 
ready to handle Uermany?" And they say, "In the ~re­
dei'eat period - in the pre -surrender period, yes. 

Not a word have we gotten from our betters as to the 
long-term policies in Germany. 

Every time he thinks about it he will point his 
finger ~t. them and s.ay, "How about it?" 

They say, ~ell, we are cooking up something." 

Mh. \'liiTE: You have much to be thankful for t hat mili­
tary policy is not made that way. 

GEN. HILLDRING: This is really none of my business; 
mine is just to carry out the orders . 

MR. WHITE : This is aa much your business as it is 
our business . Don't start that! 
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T H£. S£C A£T AA V 0,. T HE: T RitASU R V 

W A eHIHOTOH 

Dear Jack : 

\1a have redrafted tho proposed l.l.yleaf in the draft cable to 
Oenor·al i:J.senhcmer. lfe beliove th:~t as redrafted, the .t:lyloaf 
will to so:ne extent avoid serioWJ misinterpretation of the A<Lllin­
istration policy 17i.th respect to Germ3J1Y. '•be r edraft is appended . 

lfo have returned to thu .. o.r .llllpartAont this ool'nin;o the 
Directive and Handbook recei ved last nir,ilt !rom ...ajor l:loettifl9r. 
In th~ brief time available we ho.ve ...ade an exaoination of t11cae 
docUJ:IOnts ann have tuo! follortin. co."acnta . 

lie a~ee with you tilat tno JJirectivo !Uld ilandbook, although 
improved, are st ill unsatlaJ.'actor'J. '•lw general tone of these 
documents is still greatly at variance with tile policy of this 
Oovernment as I understand it. t.:ivil Affairs officers and 11111:1.­
tary peraonnel adi\erin!l to the policies set f orth in the Handbook 
ann tlle llirective as DOlT drafted will inevitably attempt to per­
form maey functions which should not bo their concern and at tho 
same time fail 1;0 per form other :~cts which it is important that 
the Allied • .llitary authorities unde>-take. The JD:lterial ineluoed 
on the .t:lyleaf , even as redrtli'ted 1 only partiall,y remedies this 
defect . 

Besides the ceneral tone ot the document.s a great J:WlY or 
the specific provisions are unsatis fnctory. =am!)les of a i ew 
or theee provisi ons are incluuod in tho appended list. 

Accordingly, ue agroo tltat tho ...a.ndoook anu !lirectivc should 
be rewritten as prOillpLly as possible anu •·evim•ed in 1iashin-;ton 
prior to adoption . In x'act 1 we think muoh time 11'1.ll be saved and 
fl.u•thor mi~anderstandin[l of our policy avoided if' the revision of 
these documents would be unda>·takon in lfll1lninGton where the polioy 
of tll1S Government is beinr, ~hapod. 
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I should alao lilce to point out that, 1n azy- jud(;lnent, it would 
be most Wlt'ortunate it l'l"oelamation I 1e permitted to be issued aa 
preseotJ.y drat'ted . 'Ibe i'irst paragraph ot' this 110st illlportant 
proclamation reads aa toll Oil'S: 

"'llle Allied Forces serving under Ill' COillll&lld hiiVe oow entered 
Gel'IIIB.Qy. We CCIIII aa conquerors; but not as oppressors . In 
the areas ot Ool'IIIB.Qy occupied by the forcoa under azy- ooenanct, 
as in other countries liberated i'r0111 the horrors of Nazi 
tyranny, we ahoJ.l. overthrow the Haai rule , dissolve the Nazi 
Party and abolish the cruel, oppressive and discrim:1Jlatory 
laws and institutions which the party has created. Party 
loaders , tho Oeatapo and others suspected of crimes and 
atrocities will be tried and, it (lllilty, punished.• 

Honorable John J . l!cCloy, 

Assistant Secretary o! War . 

J::nolosure 

Very tney yours , 

Secretary ot the 'l'reasury 
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~ ~ No steps looking toward economic rehabilitation 

of Germany a r e to be undertaken except as may be immediately 
necessary in support of mil i tary operations. The Allied 
Military Government shall not assume responsibility for 
euoh economic problema as price controls, rationing, un­
employment, production. reconstruction, distribut ion, 
consumption, housing, or transpor tation, or take any measur es 
designed to maintain or strengthen the German economy, except 
those which are essential to military operations . The 
responsibility for sustaining the German economy and people 
reate with the German people vith such facilities as may 
b ilable under the circumetanoee . 

No relief supplies a re to be imported or distributed 
the minimum necessary to pr event disease and such 

eorder as might endanger or impede military operations. 

~. Allied forces shall not be concerned with restoring 
y physical destruction caused during hostilities. except 

C>\ae absolutely essential to military operations. 

lbJ ~ It shall be one of the important objectives of 
military government to remove immediately from all govern­
ment office and leading positions in industry, banking, 
education, judiciary and other public services members of 
the Nazi party and active supporters of Naziism. These 
shal l be removed for thwith without regard to administrative 
or other expediency . 

~ ~· Another important objective is the immediate 
appr ehension and detention of (a) all officials of the 
llaziJarty down to secretaries of local party units. 
(b) l ' melftbl!rll of the Oeetapo"and other security organiza­
tions, (c) S. S. (including the Wa!fene SS.), (d) al l high 
officials of the police. the S.A. , (e) all high government 
officials and leading public figures identified with 
N em. 

~. Military administ rat ion shall be directed toward 
promotion of the decentralization of the political 

structur e of Germany. All dealings in eo far as possible 

• 
should be vith municipal and provincial government officials 
rather than vith Federal government officials. 

~~ It is vita l that every violation by the Germane 
~~rs of the Allied Military authorities, however 
alight, be punished immediately and with severity . iny 
tendency toward leniency will be mi sinterpreted by the 
Germane as a sign of weakness . 
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Fire arms, ammunition , explosives and radio trans­
mitting equipment in the_possession of civilians will be 
impounded by the fJJerma:n/ police. 

45 

With r egard to the rest of the bar, the standard to 
be generally applied should be one of professional integrity . 
Attorneys in Germany have traditionally been free to hold 
their own political beliefs and t his freedom should be 
respected, provided that adherence to Nazi ideology has 
not. led to a lowering of professional standard. 

Prevent activities of al l party organizations except 
those which may be required to continue to function for 
administrative convenience. 

As to other officials, the genera l rule should be that 
no holder of office in the Nazi narty organisation should 
be continued in a governmental position unless there are 
compelling reasons for his r etention. 

0 
In general, the entire Nazi leadership will be removed 

from all posts of authority and no permanent member of the 
German General Staff or of t he Nazi Hierarchy should occupy 

c 

any important government or civil position. Even the lesser 
Nazi officials will not as a rule be employed, but Army 
Group Commanders may make exceptions on the grounds of 
expediency or administrative necessity. 

You will re-establish existing forestry control agencies 
and direct t hem to proceed with needed timber cu~ting 
operations so as to obtain maximum results. 

Military Government in Germany will have to deal with 
Public Welfare prog·rams and organizations which have a long 
historical development, employ a l arge number of persona , 
expend a substantial portion of the National Budget , are 
considered by the Germans to be extremely important and 
touch intimately the lives of almost every German . Because 
of their importance, it is imperative that they be rigidly 
controlled and utilized to facilitate the orderly functioning 
of Military Government by preventing a general breakdown of 
civil life , maintaining the working capacity of the civil 

• 
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0 

popul at ion, caring 
unable to care for 
conditions of l i fe 

- 2 -

fo r those elements of the populat ion 
themselves and restoring reasonable 
fo r the civilian populat i on. 

All Nazi leaders and other per sons named or designated 
by rank , office or empl oyment will be apprehended and 
surrendered into t he hands of the Supr eme Commander ' s 
r epr esentatives; the same shall apply to any national 
of any of the United Nations who is alleged to have 
committed an of fence against hie nat i onal l aw. The 
primary r esponsibil ity for appr ehending and surrender ing 
such persons will r est ~1i th the German authorities (sic) 
without pr ejudice t o the r i ghts of the Supreme Commander. 

It is the policy of the Supreme Commander to provide 
for the restoration and control of transport f acilities 
and services in GERMANY including railways , road transpor t, 
inland waterways as well as Porta and merchant shipping 
in order t o attain a ll military objectives and to meet such 
essential civilian transportation r equirements as the 
military situation will permit . 

As soon as possible aft er occupation, the German 
authorities will be directed to check consumer s through 
re- registration, or by calling in putstanding r at i on 
cards for re-stamping or replacement . 

All special r el ief, pensions , and privileges , other 
than r egular military pensions, granted to members of Nazi 
military or para-military organizations shall be t erminated, 
and such members shall be entitled only to those benefits 
granted to all German nationals . 

The para-Military organisat ions l isted below (SA, 
SS , etc , , etc . ) ••• will in due course be dissolved. • • • 
No further recruiting is permitted . 

46 
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HMJr: 

Oper a t or : 

HMJr: 

R. H. 
Brand: 

R~!Jr : 

B: 

HMJr: 

B: 

HHJr: 

B: 

Hl·lJr : 

B: 

HMJr: 

B: 

H'·!Jr: 

B: 

HMJr : 

8 : 

HMJr : 

B: 

HJIJr : 

B: 

September 7, 19~ 
12:06 p.m. 

Hello . 

~1r. Brand. 

Hello . 

Hello. 

Mr. Brand. 

Yeo.h. 

In order to eave time • .. • 

Yes. 

I have seen my superior .... 

Yes . 

a nd he baa agreed to my propoaal - - the 
one I said that I would make to him. 

Yes. 

Hello? 

Yes. 

You know -- you know whe t I mean? 

'.fell , it was the ori ginal one. 

The one that I asked you to t ransmit to the 
Chancellor. 

Yea. 

And which I hoped that you would - - the 
Chancellor would concur in. 

Yea. 

So I'm giving you that tor your information 
and I 'm now telling the War Department. 

Well , then -- but how do we -- there muat be 
combined action, mustn ' t ther e? 

..... . . 
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B: 
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B: 

H!!Jr: 

0 B: 

HI·!Jr: 

B: 

RMJr: 

B: 

lfMJr: 

B: 

ID4Jr: 

B: 

RHJr: 

B: 

RHJr: 

- 2 -

Well, we hope eo. 

Well -- I mean on I see - - well -- yeah. 

I explained to you I wasn't going to ba~gain. 

Oh, I ~ealized that. 

Yeah. 

It wasn' t on our side, of course . 

And thls .... 

No argument. 

And this is the arrangement that we'll have 
with our soldiers. And the 

I see. 

.... the other part that I spoke to you about 
that the other arrangement for the - - is still 
in the debatable stage - - is still fluid. 

You mean the dollars? 

48 

\~ell , I mean t he -- the ultimat e . I don't know .. .. 

The other, yea. 

Now, wa1 t a minute. 
I think it's subJect 
a military ourrenoy. 

Yes. 

Hello? 

The A.M. mark? 

That's right. 

Yes. 

I don't know - - I ' ~ better-­
we're going to use those 

. . . . . . . . .. ~ . . . . . . .. ..... .. . 

At a rate of t en to the dollar. 

Yes . 

See? 
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B: 

HMJr : 
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Yea. 

And we sincerely hope that . ... 

I see. 

you' 11 go along 

Yee. 

with us on that baeie. 

Well , then , I shall have to inform the Chancellor 
accordingly at once . 

That's right . 

And 1f he-- 1! the British Government fall in 
with that, then , or course, there's got t o be 
immediate cooperation with our-- between our 
military. 

'I'll" t' s right . 

And as in regards to Russia. 

As reg~rde the Russians? 

Y~e, I mean we have to noti fy them. See? 

Yea , well , we'll notify - - we - - I don ' t know 
whether we do that jointly or separately . 

Well , I think we were going to do it Jointly. 

\~ell . .. . 

And perhaps if you will give me an opportuni ty , 
I could telephone to London .. . . 

. . . . and see what they say. 

All right . 'llell , then let ' s say that we ' ll make 
up our minds this af ternoon whet we tell the 
Russians. 

Well , if I can get on to London. 

49 

Regraded Unclassified



. . . . 

0 

0 

( ) 

HHJr: 

B: 

ffi~Jr: 

B: 

Hl~Jr : 

B: 

!r.·!Jr: 

B: 

Rl!Jr: 

Right. 

Right . 

- I+ -

I'll hear trom you , then , this afternoon. 

I hope eo , yea. 

I hope eo, too. 

Right. 

Thank you . 

I'll do my beat, ot course. 

Right. Because I-- I ' m . ... 

(Sentence not CO'ItOleted aa l·!r . Br and hung up.) 

• 

so 
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September 7, 1944 
12:05 p.m. 

VIHITE HOUSE CONFERENCE - PROPOSED CABLE TO SCAEF 

Present : Yr. D. W. Bell 
Mr. Gaston 
Mr. Vlhi te 
Yr . Pehle 
1lrs. Klotz 

MR. BELL : After the atmosphere was cleared as to 
the use of this documant in a pre-surrender period instead 
of the post- surrender period, as the boys thought it was 
last night, we rather quickly got together on this cable 
with a few minor corrections . The~ are going to take out 
the written insertion, "occupation in the two paragraphs-­
one and two I think they are--and then they are going to 
make i t clear that this is not to be used in a poet­
surrender period, and that the handbook must be rewritten . 

Then they said they would get together here this 
afternoon and rewrite t he handbook or at least make thei r 
suggestions that this fellow, General Foster, can take 
back . Then tomorrow t hey are going to work on--

... ....... MR • .PERLE: ••. ~the new .di . .rective .. .. . .. . 

MR. BELL : They will try to have that by the end of 
t he week. We have agreed to that, subject to your approval . 
l'le wi ll just have to telephone McCloy. He went to see t he 
State Department people; he is probably over there now. 

H.M.JR: If you are in agreement, I am. 

MR. ~1ITTE : We corrected •occupation," so the thing 
wa s all r ight . 

H.M. JR: How did you fellows get off on the wrong 
foo t in thinking it was phase two? 
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MR. PEHLE: It was phase two, but they are l imiting 
it now. 

MR. WHITE: They agreed with us--

H.M. JR: I couldn't underata.nd how a smart bunch of 
boys like you--

AIR. PEIILE : We were all right , .llr . Secretary. They 
kept saying, "We will leave this in effect so long. " Now 
they are saying, "We are going to limit this to phase one ." 

H.M. JR: Are they going to say that? 

MR. BELL: Yes, in that cable. 

MR. PERLE: They will have Eisenhower rewrite the 
Proclamation . 

yes? 
H.M. JR: Couldn't I see a clean copy before I say 

MR. WHITE : It will be the same as--

H.M.JR: I am going to ask for a corrected copy. It 
is pretty clear here . 

MR. WHITE: It is combined with a lot of other things. 

H.M.JR: On my own responsibility I want to aee a 
clean copy. 

MR. BELL : All right . Do you want to telephone McCloy? 
He may be at the State Department . 

MR. WHITE: There will be no change in the addendum, 
but there will be other instructions . 

H.M.JR: . Now, I went overboard to the President on 
Proclamation One of Eisenhower' s . 

MR. WHITE: We had sanetbing drafted, but t hey eaid 
they are going to cable back merely to say that that 

12 
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Proclamation is bad and should be withdrawn or should be 
changed. But they didn' t seem to take to the idea of 
our helping to rewrite it. Ours was a little st iff-­
too stif'f . 

MR. BELL: Yes, it was pretty stif f . 

MR. PEHLE : But they agreed t hat it was bad. 

13 

H.M.JR: The President sai d, "Who is this--Bedell Smith? 

I said, "I don 't think Bedell Smith has ever seen 
this . I should think it would start at the level of 
General Holllles." 

MR. BELL: Of course, t hey say this Proclamation 
might be out if they are up as far as Saarbrucken; that 
is a pretty good- sized city, and it may have been issued 
this morning. 

H.M.JR: I certainly t old the President, but there 
is only one like him. 

(The Secretary holds a telephone conversation with 
Mr . McCloy as follows:) 
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!fMJr: 

Operator: 

ID~Jr: 

John 
~!oCloy: 

Hl~Jr: 

H: 

H~:Jr : 

!! : 

HMJr: 

HMJr: 

!·' . . . 
HMJr: 

M: 

IDlJr: 

M: 

HMJr: 

HHJr: 

HMJr: 

l·l : 

Hello. 

~:cCloy. 

Hello . 

Hello . 

Where are you J ack? 

In my office. 

\~ell, I 

How did you make out? 

Good. 

Good. Fine . 

Ten c ents. 

Good. 

September 7 , 1944 
12:13 p.m. 

The President has in1tia~d it. You can · 
consider it official . 

Right . Have you olearl'd With t he British? 

I told t he Br1 tish. 

You told the British? (Laughs) . ..... 
And they said they di"n ' t know what 
I said, •wen, that ' s ver y s i mple . 
with us.• 

Yeah. 

t o do and 
Come along 

And then they enid, "What about t elling t he 
Russians?" So I said , "Well, I hadn ' t thought 
about tha t . " So he ' a telephoning London now. 

The Bri tlsh? 

Brand .... • 

Brand, uh huh. 
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.... Will get 1n touch with me as soon as he's 
talked t o his home office . 

F1ne. Fine. 

As tar as l~r . 'Roosevelt 1s concerned it's signed, 
sealed and delivered. 

Well , that's tine. T1'.11t -- that wil l tlx it . 

And now .. .. 

They won ' t go back on that. 

So I -- I want a good mark over there. 

Yes , yes , I congratulate you. D1d you hear 
what ha?pened 1n your office after you left? 

Yeah. 

Good. That's out of the way, apparently . 

The only thing that I would like - - before you 
before -- I mean, I agree in principle to what 
you people have done , but I would 11ke to see 
a corrected copy of the cable. 

Right. I ' ll see that you get 1t . 

I would 11ke to see that. 

Yeah. 

Now , one other -- and then i f you 14ant me to 
initial it, I'll be glad to . 

Oh , no . No, that ' s all right. 

Before I say , "yes" can I have a clean copy? 
Beoauee so many things happened here . 

Clean copy of the •. .. 

Ot the cable. 

Ot the cable? Right . Right. I 'll get you a 
copy of the final oable. 

r:;:s 
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M: 
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Now 1 I cUd tell the Pree1dent about this N •mber 
One directive to Eisenhower and-- I mean , , the 
pr oclamati on . 

Oh , yes. 

An~ I do hone you 're going to do @Omething a~out 
th.q t . 

·~e 1 r P going to aek h.irr. to change thll t . 

What? 

':/e ' r e going to ask him to change that. 

Because if you don ' t , I th.ink you 'll be h~aring 
from the President about it. 

Y~ah . The -- the firs t paragraph of the -- the 
first paragr aph of that is bad. 

Yeah. 

And we ' ll change that . We'll get it changed. 
Of course 

!low .. . . 

.. .. I don ' t believe-- I hope he hasn ' t pu t it 
out alrpady. 

'liell .... 

He may have - - I don 't know. •:le -- we ' r e sending 
a cable off today on that. 

Yeah , and then you might tell l~r . Stimson thet I 
asked the Pr esident to see us agai n . 

Oh , yes. 

He ' s goi ng t o see us again Sat ur day morning . . 

Saturday mor ning. 

Yeah . And I 've asked for two hours. 

Two hours? (Laughs) 

Yeah. 
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HMJr: 
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HHJr: 
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ll • .. 
HMJr: 
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Hl·!Jr: 

M: 
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Well, do you think you 'll get it? 

Yeah. 

Good. 

Yeah. 

'llell, that ' a something . 

But I mean , l~r . Stimson may be maki ng week-end 
'Plan a. 

Yes, he may. YPah. Yeah. 

So , well , then, the next immediate move as 
f a r a s I ' m concerned is to get a correoted 
co:9y or that cable. 

Right. 

And I will not keep it here more than five 
minu tee. 

I'll get it to you right - - as soon as it-­
it comes orr the oooker . 

And I'm v~ry muoh pleased. 

And I'm ever so muoh o' bliged to you. It' e - ­
you'v e been very hel:9ful . 

Well , I' ~ pleased at the general "give and take" 
evidently . 

Yeah, we cleared i t up very quickly after . ... 

After I left. 

After you left . (Laughs ) 

(Laughs heartily) Okay. 

Okay . I ' ll get this over to you r1.ght away. 

Okay. 

I'll -- I'll ge t our cable -- can I cable to 
Eisenhower the rate? 
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Yf>s. 

Just cable him that that's what it's going to be. 

You tell hlm that -- if you want to - that I saw 
the President 

Yeah. 

. ... and the President agreed to the ten- cent rate 
and that we have informed the British Treasury of 
that position and we ' re waiti~g to hear from them. 
But the President has agreed to it. I -- I' d get 
it orr . 

I - - because I ' m always embarrassed about that 
comb~ned business and Eisenhower al~ays reacts. 

\~ell, that ' s your business. 

l·!aybe I'd better wa1 t until I hear - - Brand says 
all righ t . 

That ' s up to you. 

Okay. All right. Ten o ' clock-- what was i t? 
Ten o' clock Saturday? 

He hasn ' t fi xed the time.yet . 

Uh huh. Uh -- on this businesa of -- of this 
coming show, I don ' t know what we ' re going to 
take up up there but I - - I' m awful nervous 
about what goes on if they don't have somebody 
around that really knows soce of the background 
of it . 

Yeah. 

But the only thing you can do on that is to -- i s 
to sit back here , I suppose, and wait until they 
rai se a que stion. 

11/ho' s your cand.l.da te? 

Wel l , I thlnk - - uh -- I , myself, would l i ke to be 
snoopi ng around to find out what ' s going on up 
ther e. 

You and me bo th . 
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Bu t if it ' s in the-- Just up -- if you ' re Just 
up there for the air , but otherwise , they ' re 
~wful apt to go off on tangents thAt they don ' t 

Well, if the Army ' s going to snooo , I w~nt to 
snoop a t the Army. 

( Laughs) I know . 

(Laughs ). 

We ' re going to make you G-2 .... 

Well, listen .. .. 

On this busi ness of 

Juat remember this , old man , that when you work 
with us, it ' s all stuff from withl:leide . \ie're 
all together. 

Oh , there ' s no .. .. 

You never - - you never r ead about it in the paper s . 

Ri t;h t . I noti ced th~t t here was something in the 
uaper this morning on thot meeting that you had 
with the President . 

The-- well , the White qouse eviden t ly gave out 
eom~thlng in th~ Ti -nee. 

In the Times , aooaren ~ly , yeah . 

Bu t no thing . .. . 

There was noth1n& in there that was - - it was all 
right . · 

Surely. 

On this business or the Commissioner • ... 

Yeah . 

. . . . thAt t he State Depsrt~ent are pressing for , 
I understand that the State Departmen t has suggested 
Jimmy Byrnes. 

'.~ell, the P1·esiden t Sl.lgg~>s ted Jimmy Byrnes yesterday. 
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- 7 -
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'.iell, I heard that the State Department 
suggested 1 t . 

No , l! r. Stimson was there. The President 
euggeeted Jimmy Byrnes and 

Yeah. Harry told me that . Harry told me tha t 
the Stat e Department suggested J i mmy Byrnes. 
I think he - - and also there was talk about 
Judge Patterson. 

Ah . ••• 

It you've got - - I don't know ~nether-- I don ' t 
know whether J immy Byrnes is interested or whether 
he isn't. I -- I imagine he 'd be very good. It 
certainly is i mportant that whoever goes over 
there has the confidence of the President. 

Yeah. 

The full confidence of the Pr esident. 

Yeah. 

So far as Patterson ie concerned, he certainly -­
he certainly will go right down the line. I mean 

.. he ' ll -- if you give him the line, whatever it is . 

That ' s right. 

And he ' ll go right down, calling them as he sees 
them in accor dance with that line. 

'!'ha t • s right. 

And he 's quite a different breed of oat than your 
friend Murphy on that. 

l~urphy? 

Yeah. 
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My friend? 

Your fri end Murphy , yes . You know who. 

Have you been reading the \~ashington Post? 
The l ast two days? 

Yte , I read the Waehington Post. 

Yeah. 

But I thought-- I thought they were a littl e 
bit extreme in that they sort or tuned hls 
character there . I thought - - I feel that he 
he ' s not what you need as a man of principle 
who will go right down without bo thering to fix 
up anything. And t~~ t'e one or the advantages 
of Bob Patterson. 

Oh, well , there couldn 't be a higher type person 
than Bob Patterson for thls Job or any other. 

Xeab. Yeah. 

I ' d be delighted if the President would give it 
to Bob Patterson. 

Yeah. 

A hundred per cent. 

Yeah. 

I told that to ~onkins when he first rai sed it 
with me. -

Well , I haven ' t go t any candidates but I Just 
turned over in my mind what kind or people would 
bo the right one to do -- to do the Job. 

There couldn ' t be any be tter than Patterson. 

Yeah. 

Yes. 

The - - Jimmy Byrnes-- I don ' t know enough about 
hi m. I don ' t know-- it 's-- it's a hard, taxing 
Job. The suggestion was that Harry Hopkins might 
t ake it, but I think that Harry, although he has 
a great attri bute of the confidence or the President 
which ie an extremely important thing tor that .. .. . 
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Yea. 

he hasn ' t the strength, I don ' t believe , to 
do 1t, because I don ' t believe any job is going 
to be more taxing than that one. 

Yea. Well , just so that you and I-- there won't 
be anything - - I ' m not telling all I know j ust 
now. 

Oh. 

So , I -- while you've been fishing, I just want 
you to know that I-- I .. .. 

Well , any -- t hat ' s the way I-- those three 
candidates-- ~~at's about the way I rate on it. 

Well, I want to be v~ry frank wi th you. 

Yeah. Okay. 

But as far as Patterson is concerned, nothing 
wou.ld please me more. 

Yeah. Okay. 

Thank you. 

All right. Fine. 
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General 
Watson : 

ffi·lJ r : 

W: 

m:J r : 

W: 

Hl~Jr : 

W: 

H11Jr: 

W: 

HMJ r : 

W: 

HMJr: 

W: 

HV.Jr : 

W: 

HMJ r : 

W: 

H'-lJ r : 

li: 

HJ.lJ r : 

W: 

Henry . 

Yes. 

Look, here, about Satur day. 

Yeah. 

Sept~mber 7, 1944 
12: 26 p.ll. 

I ' ll t ry to fi x it up. Of course , he ' s got 
about six he ' s go t to see. 

Yes h. 

llow, I think maybe twelve to one-- would that-­
would that suit you people? 

Thet ' s not enough. 

Well , Christ, i t wouldn't be any more , Henry. 

Yes , until you get Stimson and Hull to talk 
they didn ' t even get s tarted yesterday . 

Now, l et me tell you who he ' s go t to see. 

Yeah. 

He'~ got a list here. He 's got to see this 
fellow •:urphy. He ' s got to see 

~urphy? What l~urphy? 

Huh? Huh? 

What Murphy? 

The one he sent abroad. And ~hen .. . . 

Oh. 

And then Adolph Berle has been hanging sround 
here for five days. I don ' t know whether he'll 
ever see him or not. 

Yeah. 

J. David St er n has been wait ing i n town two 
days. 
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HJ4Jr: 

W: 

m~Jr: 

W: 

qJ~Jr: 

W: 

HJ!Jr: 

W: 

Hl·lJr: 

'II : 

HMJr: 

HllJr: 

•.· . . . 
Hl!Jr : 

HMJr : 

W: 

m•Jr : 

W: 

HJ-lJr: 

- 2 -

He's go t .... (Aside: Who else le there there?) 
Lord H~llfax is trying to g~t ln. And 1f -- l f 
I go t you an hour 

·~ell, g1 ve us the flr e t hour. 

'''ell, you never know when he ' s goi ng to start. 

Well , but whatever lt is, l~t ' s get in ther~ 
Urst. 

Yeah. 

If you do that .... 

Yeah, well, I' ll talk to him about it. 

I ~ean , let us be tht first hour. 

I didn ' t know you were goi~g to do that this 
morni ng on me . 

\~ t do you mean? 

I didn ' t know you wer e going to g~t all my 
Saturday . 

'.~ell , thls . ... 

Once you get ln there .... 

This 1e no thing personal for me . 

I know , HPnry. (Laughs ) 

It ' s like the same thlng on General DeGaulle . 
\~ e l et everythi ng go until the lEJst minute. 

Yeah. 

And then the President gets the blame. 

Y l!ah. 

Now , what I ' m trying to do is to keep lt eo this 
German bU$1neaa -- he doesn ' t get the blame on 
the t. 
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'II: 

Hl!Jr: 

!WJr: 

Hl4Jr: 

'rl : 

Hl!Jr: 

•••• ... 

Hl·lJ r: 

Hl~Jr : 

\\ : 

H'•Jr: 

1~ : 

Hl~Jr: 

\~ : 

HHJr: 

Well , it dldn ' t 
settling much. 
lll8de . (Laqghs) 

- 3 -

look like to me they were 
I heard that oration Harry 

Well , I got him to settle the r ate and the 
and the Army is very pleased on that. 

Good. Thnt 's tlne. 

That I got. 

Now , tomorrow I 'll let him see what hie commit­
mente are and we' ll give you everything we can. 

But look 

Yeah. 

.... bet this group in because until Stlmson 

I think maybe we can get you in an hour -- a 
full hour or an hour and a half . An hour is all 
anybody can l1s ten. 

Well , not with that group. 

I know. You're right, too. 

Not with that group. 

Yeah. 

I ' m e~r1ous . It ought to be two hours. 

Well , hell, you ' ll never get that. Because , my 
God, old Leahy and everybody around here -- he - ­
he -- that would get him the whole morning. 

·.~ell ... . 

You know he won ' t do that . 

l•lell , let's start tor two hours at-- ln the 
beginning. 

Oh, well 

And then I'll bargain with you. 

,:-s 
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W: 

HHJr : 

W: 

m~Jr : 

W: 

HMJr : 

W: 

P.MJr : 

W: 

HMJ r : 

c' W: 

HHJr : 

"II : 

HJ.!J r : 

W: 

HI~Jr: 

W: 

H~!Jr : 

W: 

HMJ r : 

W: 

( ) 

- l.j.-

He isn 't going to give you any two hours . God! 

Well , ask tor an hour 

Oh, well, he 

. ... but let it be the first hour . 

Well, he'll -- he'll out you down to thirty 
minutes, I ' ll bet you on it .. . . 

"lo , I ' ll . . . . 

... . when he starts making it up. When I talk 
about a two hours, why , he says, "Oh , Henry 
oan go chase himself. 11 

When I bet, I ~~ant to be 

That ' s what he'll say. 

Listen, when I bet you, I want to be present. 

All right. All right. (Laughs) 

(Laughs ) 

Well, I -- I -- ot ooursP, you ' re going to get 
in, and I -- we'll give you the most we can. 
I Jus t wan t ed you to know whet I ' m up against . 

Yeah, but now listen, old man. 

Yeah. 

Whatever you do, tor God ' s sake , make i t the 
fir s t appointment. 

All right . 

See? 

You mear you ' ll Just hang on ~•d take the 
other fellow ' s? 

Thll t ' s r ight . 

I know what you ' ve got in mind. 
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ffii.Jr: 

RMJr: 

?:1 : 

RY.Jr : 

W: 

HJ.!J r: 

- 5-

Then you can come in and lie down on th~ couch 
while we confer. 

Yeah. I ' 11 come 1n there and whitJPer 1n your 
ear like I di d Harry. 

Yeah. 

All right. 

Take care of yourself. 

All ri: ht. 

Bye . 

.. 
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Gc." .AI. !Alil< !tATE 

PPesent : !!.P. White 
l/.r . Br·and 

3crh. 1 ep 7, L:i4~ 
12 :45 p.u: . 

_ ... i<.t..:;D: I .:ust r ar teo to as:C you, ~:r . 1.ol'~entl.nu -
I om tele~raphinc i~ed~ntely to true ~hancellor ana I 
v.nsn 1 t quite sul'e from • our r .• essa.,e T.helLer you had co -·e to 
tl!e conclusion, after conside1·ation of the Chancellor ' s 
o~ssa6c, that you could not put his proposal to tne Presi ­
den t and therefore only put \,hat you i'il'st ... entior.ed to me, 
or v.t.cther the President kne1·. of the Britisu viev1 and re­
jected it . 

I think it is imt~ortant f1·om the Chancellor' s point 
oi' vie1·. tita t he should knov. exactly v.hal •.as happened . 

ii .::. Jlt : ~! o'll , l ook ; do you suppose I r.ould not tell 
the President of the United .:>t tlt~ ':' 

..... Brt..:., : No, I did not . but on the telephone you 
said tnat you had put your propos:tion to the Pl'esident . 

L..:.J}( : But can you imat;ine tat I nouldn ' t tell him? 

.;, .. BltAlJJ : I r.oulcn 't have t nought so, but I wanted 
to be able to say so . 

H . t.~. Jk: Oi' course 1 told him . 

1L~~. Blu\ND: That 'll !ls t he only point I i•ad. 

H.!!.. Jh: '.,Mt sort of a pullic servant do you think 
I am? 
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.~ •. B1J\.::D: It was only lhe form in v.hich Jou pu
8

t 
the statement on the telephone to me . I wanted ~o b 
at3ol~tely clear . 

l~ .!' . J,,; The PresideJ,t had all of the folcls . ,,e had 
all of the infor .ation • 

• 1 • Jt..LJ) : · .. ell, I 1·.il.l i 1ed' a tely cable the 
Chancellor . 

ri. • JR: It is written here in his own hand1·•ri ting, 
"Ten cents . F .D . ~ . · · 

•J<. B.u"U.D: Yes , I see . 

Then the other ':loints a.·e tr.e se : You are no,, inform­
in~ .our Joldiers , and I till ~ele~raph to the Chancellor, 
because I supnose the Combined ~;l,iefs of Staff m.1st notif;,­
General tisc~horer . 

n. I, .JI(: I ltave told Mr . ).!cCloy of the decision of the 
President, and I told him that you were 

0
'0 ing to phone and 

he said- -

l.Gt. £1.!\A..D: I believe an im::~ediate cable Muld be -
there is a delay on t he line . 

.... .. ~ . J.~\. : I told him it 1 ould be a ,;.alter o1 a couple 
of hOUI'S · 

..!h . BHil.W: I think it 1.0uld be more than that . 

H.lLJ t( : Then I y;ill t ell bim t hat . But from now on , 
the mo ve is up to our Army. I n.ean, r.hat they do and how 
they do H I and how they talk to them, anc all tile f•est 
of it - t oat is up to them. I can ' t attempt to follow 
tnat throu..,h. But I do think that M shOuld notif;, the 
.wssians as s oon as possible. 

!.!h. B•iAllD : That is true , yes . \',ell , I can ' t do any­
t:J.ng until I co:nmunicate '.'oith the Chancellor . 
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L.. • Jh.: You can ' t ~et Uu·ouch on the phone ? 

!A11. .• JJ.tA.:D: ,jell, I • .. ill try , but it is clifflcull • 

• t •• J .<: .. ow manJ people are there ahead of you? 

_,.,, BM.D: I caL ' t tell that . he may not be t he. e . 
But I v,i ll see w11at I can do . 

You know, an immediate cable shoul d Get there most 
i nuneaialely, and if he is. there he 1.ill , no doubt , i mme­
diately l'eply . 

H .!.. . Ji~ : .dl ri::;ht . 

:.:.\. s • .t.:.D: I 'l'iill do il the best >.Sj- I C8..'1 , JOU see. 

· .. ell, then , i 1' I ,:e t in touch v.i th U' . ..hi te oJout 
tne fa.ts sians , is t.Lat. satisfactory? 

n. '!. Jli: 1'ha t is quite all rieht . 

t.Jt . BhAND : All ri;;ht . llood bye . 

(!.!r . Brand leaves t he confe l'ence ) 

h .• Jk: A couple core like t ha t --

.~. .. .. 1 •• TE : ne is nothing but a fool. 

H. M.Jlt: And he is .;o int: to be hoi sted out of the 
windo1V . I am not boing to t11kc thUCh more of his - if you 
don ' t mind - God damned lip . 

!i.J, . Vm!TE : He is just a fool. 

H •• Jh : He is not a fool. 

!!it. V.'HITE: I mean--

li . !.! . Jlt : To put over thr·ee questions like that to me -
I am not. ~oine to ans~er any more of his questions . 
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J .• ,~. '.',JiiTJ:: : I don ' t think he is likely to do it abain . 
I think he .;ot the point. 

r..•· . J h: It makes no difference to the ClAn . I am 
jus t tninkin& of some YtaJ I can "ct 110rd to :>ir Jot.n ;u,derson 
to recall him. I don ' t r-ant the fallov. around . 

•• J< . .. niTE : I think I 1·.ould vmit until be did somtthing 
I'eal untoward . 

• l . l' . JH: T~;ll s 1ne he has to see me riuht uwaJ ! 1 
was .;oint; to il'.i' to -o d011nstai r s and rest. \,J.at does he 
have to see me about~ Look, he is all t he time twisting 
r.uat I say • 

.1, • • ~.I':'!:. : t.e is s:aart, but ne is too smart f or his 
O\·,n bOOd. 

J, . .. Jh.: ue i s all the time takio6 rna t I say and 
tv.i s tin6 it. 

~.t. \\i!IT!i : He gives evtry evide, ce t hat he has com­
plete confider ce in you . 

!1 .- .J.h. : And I, vice versa . 

3hould r.e notify the .~1ssians jointl;t? 

-· .. .. hirE: tio , 11e 1.ill just call the r,uss ians in and 
tell t hem 1.11at the !;tate of be ne.;otiatioos is, t hat ,.,e· 
have decided on ten . 'l hat is all. The B!'i ti sh st ill hope 
that it d ll be e ight t o the dollar , but we are adamar1 t 
on it . I don ' L know why l'e can ' t t ell t hem - just the 
sa:ne as t he Sri tish know what v1e are doing. 

ll. ' . Jk: The ~ore I think acout it , I think it is one 
of the most iMpertinen t performances I have ever seEn . 

\ 

Ill,. l.:tiTE : If he nas Jade as many foolish steps as 
this in the short t i.me he has been ilere, be v.ill make more 
f oolish ones later . All you have to do is blde your time. 
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J..J . KLOT.:: : well , you were vae;ue on the 
it just shows t ltnt he is stupid, thal is all. 
vague - I ;ne~tn , in l'airness to him. 

telephone , atid 
llut you were 

-•· • .:.I1'E : It is mo,•e tha.n that . \;hat he is S<~Jees t­
in;; t t.e,·e is t 11 t the :>ec1·etary is not lettin6 the President 
kno" the pert ·r,ent facts . I agree "ah the Secre tar~ being 
peeved . 

H. fJ. JT, : I said , "\\hat kind of a public servan t do 
you t!tink I run that I voul d withhold infot•.nation from the 
Pr esident of the lln ited States ." 

!.t'\8. KLO"'.:: : You gave him the ribnt answer . 

t!;_ i', al':'E : YoOJ have a right to he sore • 

... .. JJ\: O.K. , you defer.d ,..r. Brand . 

•. 1. . \;u!TE : :ro, I v.ant to ..,i ve him a Peal ~,.ood time . 

Ii I diJn ' t see you today - I ato s upposed to ,;o t o tlew 
York tomo.rrow with l hat Aldrich Committ ee . 

72 

Regraded Unclassified



OFI'ICE OP' 

THII SECRETARY OP' THIE TReASURY 

0 September 6, 1944 

llemorand\111 

To: llr. Latta 

From: llre . Klotz 

For your recorda, I am sending you 

herewith two photostats of a memorandum 

which the President approved for Secretary 

llorgenthau yesterday. 

( 
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TH E SECAETAAV O F" THE T ,_E:AS U A Y 

W A& 1>4 1NOTON 

As the .Ulled .\r: .l ea a ,•o o.l ·co.d:, t·: Hhi n u t·ol o.­
t! vely few mile s or '-erman:; , 1 t 1 s o !l::>ontl al haL o. 
cu~:"'e!'lcj· l'O .J ·em 1. or .:ol .. -'lS.n:; t'C con· l·~ed to .un oru.l 
Eisenhower a s '{Uiclcly as ;•o::silllo . :'he propo:wl Lhat 
u . s . yell ow :~cal <iolla:.•a b e u:~od l'ot• tho '"'~ o r v • .; . 
troo!)S ln liot•many, tilotl,;h 1 t n c.o lt s me.·1 L.J , .ao.s tho 
r ollo111n.; <li <. o.dvan to. •• es: 

a. Ame a•ican mi l l t e.l'Y p one tt•o. t ion into lie1•mnny 
is 1mn1nont . 'l'ht~re .i.s a seriouo ~uestion v1hether 
ade quate supplies of yel l ow oeul .ollat•s coul d b o d is­
bursed in time to arwy financ e officer:: in tile t'o''" al'd 
f i.:;hting areas and t h.-ou;;h tho:J Lo tho t~ne>.:>s . 

b . 't'he .. o t• •. s n goople wou l d ao.lui:-e "o:.la.· cu::o­
r ency on a la1'0 e scale , twenty to 1 ort~· million uollru•s 
a mon th . I t is ex t re:uel y unli!:el y , .. von un Cl' o. t lo.n­

da tory currency conversion pro.,;t' a.1l, tha c tile " · " • cou l d 
ever recover the ~ellow seal o ol lru.•s 1'ror.t the v Ol'lllllll 

!)eople in exchan~e f or au arko . lhe u.s . r.ould thon be 
compelled e1Lhet• to l'edee:n Ol' l'll1l uuiate the . ellor1 :~e al 

currency, ei ther of' which altol'no. t ives O.?_. ears un .. es• r ­
ab le . 

c . '.i'lle use of dollars i n s t oad o1· .nar:<s by our 
troop s would quic:<l.y creat e d1ssati sl"ttct:!.on lllllon.., ClUr 
t.-oops bec ause the re r.ou l d be no unlf'o ,-:;: rat e of ex­
chan.,;e . .Soae sol diers would .;e t many more ~ao.rl: s tho.n 
others ro r Lheir dolla:- s . O\IO~ur , the (:ermans l'loul d 
soon be o.i\10 t 1n ; t !loi.- ;>4'ice s in .:iolle.l·s =tl thus t e.Jdn.., 
advanta.:;e o! the Ame ric an troo,> o. Undet• t h ose con>J1-
tions , tho mor a le of our troop s m1t;h t b e 1m,>ai l'EH'I . '•'he 
b enei 'i ts rece ived by sol.•i Ul's 1'r0l1 t heir p :.y dlonlJ be 
uni f oroJt a.'ld no L d e_, enden t up on inui v iciu o.l i>C.l' j alnln.:; 
ab ility. 

d . ':no B::·i tish would stro~ly o o ject to our \tee 
o!' dollars , i na smuch as such ac t i on on our _, .. r t woula 
f orce th em to use ste.·lin.., . ..itborto , all im,>orto.nt 

14 

Regraded Unclassified



0 

0 

( 

- 2 -

notions t~ten i n Europe with respect to occup a t i on ha• 
been the r esult of n bilateral or tri - p a r tite decision. 
l'or us to use dollars in tho face ot' stro~ British oppod­
tion would constitute the 1'1ret important br eak in tho 
Allied decisions , Unfor tunately , from the ~ritish point 
or view, our uae o1' dollars would virtually 1'orce the 
aritish to use s t erli n&• I n other words , ac t ion by ua, 
thou,9l eeemin~ly a11'ecti n.:; only the u. ::s . Anay would , in 
fact , t'orce a similar ac t ion to be adop ted by the B1• i t ish, 
rlhich, 1n the case of Cel'!llany, they hD.ve indicated they 
would stron.;ly r esist. 

e . The Huesians oli:.:;ht misunderstam1 our use of y ellow 
seal dollars . A..;reemen t has be on t•eachcd with the Soviet 
Go vO'.'nmen t to use Al l t ed l~ili tat•y !.!at• Its in Uei'IJiany • !.lore­
over, the Soviet Oovot•nment has already complet ed a large 
!Jrintl ns pro_.rom of Allied Ll111tary !Larke f o r t:he use of 
l ts own anny. Some o1' these mar:•s may al ready be in uee 
in hust trussia. It would appear pol i t ically undesirable 
i o:r the United Sta t es to breach this Ql;reement by unilateral 
action. 

Por the above :reasons v1e recan.uend that the Allied 
r.:111tary !.lark be U:Jed by lhe U , S , Al'llly in Germany both !'or 
the pay of troo:>S and the purchase of local services and 
eul>plles . '&:J:le ques t ion of tb,. asta 1l1slllnent of a t.;enoral. 
t•ate oi exchan~e between i:h dollar and the mark need not 

e se au . cou u o e pos tooned. un some e 
surrencter when there wiJO I be an Opj)ot•tunltY to bette r tynluate 
Elic situaJ;J.Qn and. to determine a rate mo;.·e nearly in con1'ormi£y 
with the actual cong1t1nns then oxiati n;. In the meantime, 
we :oecoDllllend that a m1l1 tar:J: r a te o i' lO !i, mar:Cs 
to the dolla.· should be em9 o;red excl usively l orthe p ay or 
troo,>s nod m1l1 t a..·y accountin_; !)Urposes. 

'rhe use of Alllod l.lil1tar-;· •. Ql'.cs off ers some positive 
advanta.;es in ad(\ition to avoidinG the uni.lesirabl e features 
that would cul'l'ently b e a ssoci ated with t ho use of yellow 
seal dolla.t·s . 

a. . It. provides the simplest and LJost effect "i v e moons 
of placin.; the financial "Jul'den of occuj>at.ion on Germo.ny, 
inasmuch as an:; 1uture ve r>.nan Govet·nment •. il~ be canpolled 
to assume r e s_:>o:-asioil1 ty f or the recio:np t 1on of the Allied 
.ai litnry l-ark. 

b . Use of t he same occuge.tion cur rency by the three 
occupyin_; powers would aid i n d.emonotratin;;; All i ed unity . 
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c . Adequate s uppltes o1 All!ed I.Jil.t ta.ry MarJe currency 

are alr eady availo.ble at .:IJ :Jllil<' hoadq~o.r· to1•s in !•'ranee for 
Am .. t•ican and Lt•ltish troop s o.nd are alae available in Russia 
!'or Soviet troop" . 

d . T'ne All ied 1.:111ta.ry Llark cut-rency is denominated 
in units already fami liar t o ~1 e loco.l ~o~ulation and a voids 
Lho establ ishment of a tl";o price S)Stem. 

e . By ua1nc All! ed ;:nitary wades and es tablis h i ng 
onl y a military r ato 0 1· excbanco the wo.y is lef't open to 
1•eview the quos · i on of t he exchance rate wh en and as necessary, 
\'11 tho\lt precipito. Lin..; n !'l1~ht !'l•om the 10o.rk into f oreign 
curi•encies, t itus 1'nc!li t at1ns the secreti on of aasets by 
::he • .iermnns . I!' only marl< cw•roncy is useo.l , the foreis n 
exchanGe re..;uln t ions t o ~e impos e d upon a defeat ed Germany 
would be 1'ao1l.i~a.ed o.nd stren3tbened . 

' 
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September 7, 1944 
3 :05 p.m. 

REVISIC!l OF HANDBOOK AND DIRECTIVE 

Present : Mr . 1.1 , \'i , Bell 
Mr . Gaston 
Mr. \\'hite 
!Ar . Pehle 
Col. Chandler 
!Ars . Klotz 

H.L.. JR: This is the proposed cable to the Supreme 
Commander, AEF (reading) : "Handbook and Directive brought 
over by Brigadier Foster greatly improved but not yet 
satisfactory . They should be rn.ritten to give effect to 
the principles hereinafter stated. If at all feasible , 
there should be no distribution until such revision has been 
made . llov1eviH•, if immediate distribution is absolutely 
esser. tial, you at•e authorized to issue handbook in latest 
form for minimum essential dlstr i bt.tion with a covering 
page attached as the fly- leaf to each copy of the handbook, 
statio& that the following principles supersede all por­
ti ons of the nand book 11hich are inconsi ste.nt t herelli th. 

"This handbook wi ll not be used during the post-mili­
tary governm.ent of ~>ermany . Meanwhile, the basic princi­
ples wil l apply to pr e- surrender or. pre- defea t conditions, 
and shall supersede any other considerations." 

That is a new term, ian ' t i t - "pre- defeat" 7 

JAR. BELL: \le agreed on tha t . 

Mll. WHITE: They had "pre- defeat surre nde r , " then 
?le agreed surrender was equivalent t o defeat and incl uded 
surrender. 

H. ll . JR: I think it is very good terminology. 

COL. CHANDLER : I think it is better than "surrender. " 

H.» .JR: They may not surrender. 
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H.J.! .JR: "No steps l ooking tov.ard eoonomlo rehabilita­
tion of Germany are to be undertaken except as may be imme­
diately necessary in support of military operations." 

That is good . 

J.lR. \\HIT£ : Good . 

J.!h. BELL: That is the same as was in there . 

H.1 •• JR : "2. No relief supplies are to be imported or 
distributed beyond the minimum necessary to prevent disease 
and such disot•der as might endanger or i mpede military 
operations . " 

That is all right . 

"3. Under no circumstances shall active Nazi or ardent 
sympathizers be retained in offic·e, nor shall any Nazi 
organization be permitted to continue in existence for 
purposes of administrative convenience or expediency." 

1lli. YiliiTE: That has been changed, hasn't it? 

MR. PEHLE: Yes, that is that t hird paragraph that 
Major Boettiger gave ·us a redraft of. 

COL. CH.A!IDU.R: . He has taken it from the cable which 
the Secretary has seen . 

J.IR. WlliTE : Does it mean the Nazi organiza tiona will 
be permitted, for reasons of expediency - your underataud­
ing is, for purpose s of administrative convenience or 
expediency'? 

I! . ~ . JR : "Similar measures should be taken in connec­
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tion with the issuance of the Directive, to indicate to 
commanders that the same principles stated above are applicable 
to it . HoT.ever, it is essential that General Eisenhower 's 
Proclamation I given on Page 12 must be ordered prior to 
issuance, publication, or posting. The fol lowing ohanges 
must be made: Paragraph one, t he v.ot•da 'as other count ries 
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liberated 1'1'014 the hor rors of Nazi tyranny ' must be 
eliminated." 

That is all. 

!l{i(. PEHLE : rle eliminated that . 

COL. CHANDLER: Yes. 

Mit. PEHLE: 11ell, that is good direction, but I 
don ' t think it is enough . 

Mit. 'MIITE: I thought they were in agreement ~~i th us. 

COL. C~~DLER: That is what Boe ttiger said nad been 
agreed. 

MR. PEHLE : No, we had a rewrite v.hich I have here . 
We suggested a rewrite of that to change the tone of it . 
They have taken out t he worst dozen 1·;ords, but the t on e of 
it still remains. 

h.M.JR: l:.xplain it to the Colonel. 

COL. Cl!AllDLFl<: I see this one, no,/. 

MR. WHITE : Indidentally, Colonel , I think i f the 
General was to pronounce something like t hat it ;,oul d have 
a ter rific v.orld effect. lie Y.ould be like an outstanding 
figu re . Tnat statement would make America popular with 
HUssia; it ~~uld make him popular with the people at home . 
I think it is a master stroke to have a statement of that 
kind i n his first statement . Just cut out that last 
sentence. 

COL.CHANDLER: Well, I have been told - Boettiger is 
trying t o get the thing made up - we want to get the cable 
off t onight if we can - I talked to him and the General -
I v.&3 told that that had been amended and that this YIU 
the amendment. 
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!.!.H . WHITE : No, we didn ' t di8ouss the details beyond 
the agreement t hat the firs t paragraph was bad. 

n. ~. J~ : Let me run through this . 

Is it difficult for you to get J,lcCloy on t he telephone? 

COL. CHANDLER: I shouldn 't think so. 

H.) ... JR: Possibly you could do it f rom Mr. \',bite 's 
office . tlc(;loy is familiar with this, isn 't he? 

1{Jt. Vii:!ITE: Definitely. He was in agreement. 

Mn. BELL: I don' t think so . 

lilt. PEliLE : I v.ouldn ' t say he agreed to substitute 
ours . 

JAR. ~1liiTE: I said he was a.:;r eed t~e first p8l'a,;raph 
should be modified . 

!AU. BU.L: He said definitely that they 1"/0uld cable 
them askinJ t hem to modi fy the f i r at para~raph, but there 
was no agr eement on lan&uage. 

COL. Cl!ANDLEH: \,hat they said to me was - v.e didn 't 
nave t he para.;~•aph before us - be said t he f i rst para;;raph 
of the Proclamation had stat ed t hey t.ere taking the same 
steps abainst Naziism they had taken in other liberated 
countries, and that was what they were ~oing t o to.ke out . 
I said, "Of course, it h!is to coJDe out. 

MR. \\HITE: John was discussing i1!. wit h Jack in the 
corner and was pointing out some of the difficulties. 

H. ~.JH : Let me ~o through this and then I think 
if you people could • 1 thdraw to Dell ' a room or \,bite • a 
room, or wherever i t is convenient, and see if you can 't 
get that thing i n - somebody said, I can't remember ~ho, 
that all we can do is to tell bisenhower v.e don't like it, 
but Y1e can 't draft it for him. 
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I don ' t agree. As long as it has come over here, I 
don't see ~hy somebody can ' t draft it for Eisenhower. 

~ PEHLE: At least they can give him a redraft for 
his conaid ration . You don ' t have to instruct him. 

li . t~.JR: I am not going to argue that . I am simply 
going to teil you I v~uld like, as long as the ~ar Depart­
ment is consulting me , a suggestion to go to J:.ieenhower 
along these lines. I can ' t insist, and I am not i nsist­
ing. Do you see? Just as a suggestion . 

COL. CHANDLER: I see. 

ii . ..!. JR: l.iy suggestion would be the following changes 
must be made in paragraph one. I sn't paragraph one the 
one we want them to drop out entirely? 

1!lt. PEIILE: No, we wanted it rewritten . 

H. M. JR: You coul d say that we would like to have it 
rewritten, and suggest this as a possible substitute. 'rhat 
is per fectly court eous to anybody . I wouldn't hesitate 
to ~rite that to the President of the United States. 

COL. CnANDLER: The trouble is, if that comes from the 
Combined Chiefs of ::.taff to 6isenhot;er, he considers it an 
order, and the Combined Chiefs of Staff, for t hat reason, 
would raise the dickens . It has to be approved by them 
and they will say, "What are you doing writing Eisenhower's 
Proclamation?" 

IAJt. \'ffiiTE : But thE<y did, already. 

H.M. JR: These things t ha t Elsenhov.er said t o the 
French, and r.hen he ~ent into Africa, as I understood from 
the President, all of those t hings were written here , and 
I understand the President wrote some of them. 

COL. CilANDLEk: I wrote the one for Sicily, myself • 
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h. l. JR: I think the thing that went to Africa from 
he1•e - I know the President had his hand in that . 

Anyway, I am suggesting they drop that first pan­
graph and we are sug~esting t hat this be brought as a sub­
stitute . Nov. , that 1s al l I can do. But I would do it 
forcefully but courteously. 

COL. CHANDLER: I understand . 

H.lol .JR: •The Handbo •. k and Directive should be further 
revised to emtocy t he above principles T.1thout delay . The 
distr ibution should be conducted in such a way as to permi t 
the r:ithdrawal or all copies of the present drafts and the 
substitut ion of the corrected and approved nandbook and 
Directive as soon as they caL be made available. 

"With reference . to SCAF 68 , it is intended that the 
above t ext will dispose of the issues t l1erein . " 

See ~at you gentlemen can do, will you? The rest 
is all right . 

Mr. McCloy said be 
The rest is all r i ght. 
tant. 

didn 't want me to initial it . 
That, I think, i s t erribly impor -

COL. CBANDLhR : I think, sir , that I might be able t o 
send over t his unofficially, as a suggestion, to one of t l.e 
people . I might get Foster, 1ho isin G-54 and who ia now 
here , t o send this over t o his people over there . 

!Lit. WHITE : In addition to sendi ng it over as a cable? 

(Off the record discussion) 

H. M. JR: The question McCloy raised was, it mi ght be 
t oo late . 

(To !Lr. Pehle ) \'lhich is the paragraph we want t o drop 
out? (Mr . Pehle hands the Secre tary copy of Paragraph 1, 
attached ) 
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Mlt . \'JUTE: It is t he first paragraph in Proclaruation I. 

COL. CIIANDLD\: The point of my suggestion on the 
cedure o.as that Fost er, as Chief Legal Officer of G- 5, 
is the man r.bo draws those papers. 

H.U.JR: Is Foster Cambr idge or Oxfor d? 

COL. CHANDLD\: I don ' t know. 

pr o­
SHAEF, 

H.Y.JR: I 't hink he is a gr eat fr iend ·of Dr. Goodl\art . 

COL. CHANDI£R: A very nice fello~ . He is Oxford , be­
cause be is Recorder of Oxford . I t is one of the honor ary 
jobs he has . In fact, he was having me dine in London with 
him, but something happened. 

(The Secretary hol ds a t elephone conver sation with 
Mr. McCloy, as follows : ) 
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Rl!Jr: 

Operator: 

HMJr: 

Operator : 

HMJ r : 

Oper11tor: 

qJlJr: 

John 
~!cCloy: 

HllJr: 

H: 

trNJr: 

I~ : 

!w.J r : 

Y. : 

HMJr : 

!' . . . 
HHJr : 

l·l : 

HMJ r : 

Rello. 

Seot ember 7, 1944 
3:19 p.m. 

Mr. McCloy is with Stimaon. Shall I get hie 
there? 

Yeah. 

Right. 

Hel l o. 

¥.cCloy. 

Hello. 

Yeah. 

Jack. 

Yeah. 

J : 2l p . m. 

Colonel .Chandler is here and that cable is 
all right with one v~ry important exception . 

Yeah. 

The one paragraph in the proclamation or 
Eisenhower ~;h1ob starts , "The Allied ForceP 
serving under my com~And have now entered 
~ermany as oonquerers but not as oppressors .... • 

Yeah . 

We wanted that whole parasraph dropped out. 

Yes. 

And then -- which I understand that we were 
in agreement. 

Yeah, wel l , we said that we would a t least 
drop it out or modify it or urge the modifica­
t i on or i t. 

84 -

Well , then -- then we had a subst1 tute suggestion . .. . 
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HMJr: 

J.! : 
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( HMJr: 

ll: 

HJ.!Jr: 

RMJr : 
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Yea. 

which we ' d like to brlng to Eisenhower ' s 
attention as a suggestion. 

Yea. 

~:ow, couldn't that be done? 

Well , the one trAt Dan Bell had there thie 
morning, I tho•Jght waa a 1:1 t l\l,l'ld. 

Lurid? 

Lurid, yes. It ..•. 

l~e out out the lest sentence. 

You did? 

Yep. 

·,;ell , we were . ... 

It would only take me a mi nute and a half to 
relld ·1 t to you . 

Read it. Read l t to me . 

"The Allied Forces serving under my com11and have 
now entt>red Germany . We come as mill tant victors 
to lneure that Germany shall never again drench 
the world with blood. The German people must 
never again become the carriers of death, horror 
and wa~ton destruction to c1v1liuat1on. Ae con­
querors our aim 1s not oppresel on l:ut the 
obliteration of every vestige of Nazism 11nd 
mll1ter1sm from Germany . The cruel and bnrber1o 
laws of inst1 tut1one of llaz1sm •.-ill be abolished. 
Party leaders , the Gestapo and those guilty of 
crime and atrocities will be punished." Period. 

\~ell , I think I'd-- what I'd - - I ' d like to 
give that some thought . I think the President 
probably ought to pasa on what that -- on the 
for:D of that. What I will do 1s this: .. .• 

I think 1 t would be wo nderful. 1f somebodY would 
put 1t up to him. I think he 'd love it. 
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Well , maybe he would. What I would - what I 
would sug~eet would be that we put in thls 
cable 

Y!!ah . 

. .. . that that firet paragraph which indicates 
that we ' re comir.g in to treat Germany as we do 
all other liberated countries be changed. 

y !!ah. 

And that we 'd like t o have -- we -- we' ll give 
them some suggestions and would like to have 
theirs. I don't like the form of -- frankly , 
I don ' t like that •arenoh!ng with blood0 bueiness 
uh -- in that - - in that proposal of yours , but 
I think we can get tog~ther on some effective 
language which changes the character of the 
first paragraph as it 1o now written , which I 
don' t .... 

'iell 

like myselt' . 

Do you want -- how do yo~ suggest t ha t . .. . 

I suggest that we add to thls cable that -­
that we think that proclamation -- t he proposed 
proclamation -- certainly the first paragraph 
or it should be substantially modifi ed eo aa 
not to i lea te that we aro moving in to that 
country in any sense -- t he sa:e sense that we 
move into countries t hat are licerated. 

Yeah . 

And I' a let it go at that. And then I thin~ 

we oan sit down and perhaps make another 
suggestion on it and ferhapa get the President's 
thought on i t . I don t l ike the cl osed door -­
I don ' t like to give him anything as specif ic 
ae that without further thought , and I don 't llke 
the death and destruction and drenching with 
blood businees myself. I think we can be a 
lit t le mor e effective in a differ ent -- saying it 
a different way, yet of wording completely the 
connotation that he hae in that f irst paragraph. 
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Well , do you want Colonel Chandler to come 
back? 

Well .. .. 

Do you want him to .... 

If that-- if that's a0reeable to you, he 
oa~ com~ back and then we can shoot it orr . 
What we'll do is add to that cable the 
suggestion that h~ cha~ge the tone or that 
first paragraph and then talk -- we ' J1 tal~ 
about it again whether we want to r ewri te the 
whole procl amation and -- and make a fur ther 
suggestion to him, but I don·' t quite like to 
aocept that - - tha t language even as a sug­
gestion to him at this time. 

'llell , through -- Co~>nel Chandler thought that 
thr~ugh this English General . ... 

Yes . 

they might send this through -- sort ot 
around abou t and g~t it to him as a suggestion , 
but you don ' t even like it. 

I don ' t like -- I think that you can do it in 
s better way tho.n that. I think t hat .... 

'iell , uh • • •• 
• 
I tt.ink you ' ll get your -- you ' ll get your -­
get your idea with-- without quite all those 
gripping •.ror ds. 

I like 1t but .... 

Well, then we won ' t -- we r ather -- well , there 
wer e some people who liked it, but most oC the 
fellows there this morning didn 't like l t. 
They said that it didn ' t read very well , they 
thOU!;ht . 

w,ll , it ' s a little dramatic and thea trical 
but tlult ' s .... 

Yeah. Well , that was -- that was the thought. 

A7 
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But that ' s the thlnga that get acrose. 

I t was a little bit out ot keepi ng wi th the 
proclamati on that he ' s -- and the a tti tude 
that he ' s heretofor e-- he writes pr etty 
well • ... 

Yeah. 

. ... when he r eally gnte down to 1t h1meel t . 
And he will -- he'll go over that procl amation 
h1meelt and I teel that he ' s never , h1mselt, 
giqen it any consideration. 

Who? 

Eisenhower . 

Oh, I' m sure he hasn ' t . 

And thls 1s just aomebody thet 1oTOte down the 
line. I ' d ra t her let him - - because he ' e a 
very good wr! ter. 

Yea . 

The. t ' s my thought . 

All right . Well, I ' ll -- I ' ll suggest that 
Chandler come back to your otti oe . I s that 
right? 

Right . Fine. 

Thank you . 

Okay. 
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H. :.t.JR: What he says is that they want to dr•op out 
this whole parag1•aph saying we a!'e going to tl'eat Germany 
like ~e have treated other countries. 

!.!H. Pt.HI.E: 'lhat is the language that is marked t l et•e , 
}lr. Secretary . 

H • .:.! . JR: He doesn't like that so much, but he says 
he thinks they could get that off. Then he said this 
thing could be rewritten here, and he wants to submit it to 
the President. 

COL. CHANDLER: tie wants to submit ·that to the Pres i­
dent? 

H. M. JR: Yes, but he would like to work on this some 
mo1•e with our people . liow, maybe you could take a few 
minutes before you go over there . 

COL. CHANDU.Jt: What do you want me to 'do? 

H •• :. JR: lle didn ' t say. I am just suggesting that 
I think if you spend fifteen minutes here, maybe you could 
get together with our boys . I wouldn ' t spend more than 
that; l would get back to Mr . !AcCloy'a office , 

But as far as I ~~ concerned, I have brought how I 
feel to his attention and t hat is all I can do. 

1oL( , WHITE: Can 't figure a tUng like that being 
theatrical. It deals with very basic concepts. 

Wt. PEI!LE : That element in it can be toned do'm . 

H.M. JR: That is the kind of t hing - the kind of 
radio speech that I give. They have been very effective . 

!!h. i':'HITE : •hat is rthat a Proclamation is for; it i s 
an announcement . 

L ll. JR : I go much further than that . I have talked 
about dripping of blood and bodies hanging on trees , and 
the people eat it up . 1~ Godl 
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MR. WlliTE: '!'bat is not an over-statement . 

H.ll. JR: I don 1 t knoll why v.e should be pussy- footed, 
particularly the Army. I don ' t understand it . 

But &nj'l'lay, as f ar as they are concerned, if you will 
just t ake fift een minutes and aee what you can do, then 
go back, and if Mr . McCloy wants to consult more, ~e are 
available . But whatever goes, finally , I would l ike to 
have a copy of it. 

COL. CHANDLER1 Yes. Did he say he wanted this pre­
amble to go t o the P1•esident? 

H.1!.JR: Yes . 

OOL. C!WlDLER : ' .hat I think i s , I thillk the one in 
t he draft should be strengt hened, no doubt about that. 
But whether we ought t o do it in this cable - because of 
t ying it up - i t will be harder to get a thing like this 
cleared, I think, than the other. 

H.M. JR: All I can do is to t ell him how I feel ; then 
viliat you people do from then on is up to you . 

COL. Ci!ANDLER : V.e send over whatever you wan t . 

H.K. JR: Yes, but if you would take fifteen mi nutes 
now and see whetler you can get together on something--
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(a) u drafted bf lh.UOnr' • otalf: 

•no AI Ued ror .. o ••"lq uder •r o•aoel lla•• .. , •tared hnaar. Yo oo.o u 
ooa.-ororoJ ll8t aot u opprooooro. Ia no 
ar.. el hnaar oooaJled ltr tile fonoo 
udor ., eon•""· u 1JI otllor o011Jltrln 
ll~oratod froe ••• ~orroro of last tr~. 
we U&ll ennlrn tllo lasl nalo, dloHln 
••• lasl ~ aad abollob tho oraol, 
oppr•aln aad dloon.l•torr lan .- · 
anu.u .. ftlo t•• ,.n, baa or•tet. 
~ loedoro, no Qootapo aad otllon nop .. tod 
of oriaoe ud atroeUln will ~. hied .-, 
ll plltJ, ,..iu...• 

Alter !ranrr o~~ .. uoa h no paracrapll quoted 
U..o tllo Jar Detarbont drafted a cable to 1110uowr 
niu llad1oated \bat the followl111 wordo la tile U..o 
draft Uftld ~~ deleted: . 

•u la otllor oouhloo UNrated froa no 
llornro of lasl trraur, ~ 

•• r•ratt• "' no !ranr,: 

•!•• Al Ued ron eo ••"illl 'lllldor ., co-M 

••• aow eatoN hhUJ. lo ..... u aUltut 
Tieton to laaro t)l&t hruar Mall aeYor 

pl..,o tho world iato war. 
apla/d•·•~ .U ... w ""' .a••· fto hr.a 

• 
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peo,h ••' awu apt• bHOae tile o~len ef 
d•tll, bonor Ud .. , .. deetn&oU•.,.. eiftlt'-*~ 
AI ooaqunn, ou ala ll ut oppr .. doa at tile 

obllteratl .. ef eYer, •••tla• of lasl .. &lid 

aUUul .. fn~~ ~l'Uilf. ne on&el and ltubule 

lan &lid lutl nuoae of Jul .. rill be &Mu-... 
Pan7 l_.er., tile hetapo u4 tbo•• pUtJ of 

nla• ud &tl'Mltl• wUl be palllltd. 1 .. 111 
... ~ ,, ... , ......... ., ... ., --.u _. "'" • ,.. ......... . 

92 

Regraded Unclassified



Firat paragra~h of Pt•oclarnalion No . 1 to 
be issued b> E.isenl.ot.er UJ:On entering Germany . 

A. As drafted b) Hsenhower ' s staff : 

"Tl.oe Allied Fot•oes serving undet• my command have novt 
entered Germany . \'1e come as conquet·ors ; but not as 
oppressors . In the areas of lrerruanl oocu1ied by the 
forces under my cO!n!l.and , as in other countries liberated 
from the horrors of r.a::.i tl< rann), we shall overthrow 
the Nazi rule , dissolve the ;;ad Party and abolish 
tl.e cruel, OJ:rressive and discriminatory laws and 
institutions which tloe partl bas created . Party 
lead~rs , the Gestapo and ott.ers suspected of crimes 
and atrocities will be tt•ied and , if ~;uilty , punished . " 

After 'Iree.sury objection to the parau·aph quoted above 
the v.ar Department drafted a cavle to liisenftower which indi­
es ted that the follorting words in the above draft should be 
deleted : 

b. 

"as in other countries liberated from the norrors 
of Nazi tl ranny,". 

As redraftea bj the 1reasury ana showing changes made 
dur ing di scussion with Colonel Chnndler : 

"l'he Allied Forces servin& under my command have 

nov1 entered Germanl. \,e come as mili tan\. victors to 
~lun&e tr.e l'iOrld 

insure that Germany shall never a&airv ePeaeli the wer!~ 
into war . 
wit~ alee~ . The German people must never again become 

the carriers of death , horror and v.ant.on des truction 

~e eiviii~atteft, As conquerors , our aim is not oppression 

but the ooliterati.on of every vestige of Nazism and 

mili tarism from Ger~Bny . The cruel and barbaric laws 

and institutions of Nazism ;;ill be abolished . Party 

leaders , the Ges tapo and those guilty of crimes and 

atrocities will be punished. hi6±er -afta the e~a&r aPeA 
ePimiaa!a ef 6ht' waf wtl± ee ~~t te eeath." 
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Septeaber 7, 1944 

I aa now oonTinoed that Barry Hopkins reall7 wanted 

to go to Geraan,. 
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SEP rl 1944 

1fT 4ou liu'l'7a 

Aa • Na\11\ ot J'O'II' poet belp .. 
haw Mola alllo \o -• oaoallu\ uH ot 
oaptue4 ..-., -MJ'lol 4IIII'1Dc ov WU ._. 
a..a.at.,u. 0.. ••• Gblli- &1'0 -111-'17 
1Mleaua. M u ..._, -.b tiapl&JII baft 1D­
apu.4 RN\allUal ......... ot aU. WaJo ...... 
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roqv.oate4 the return to thS.a oolllllol'f ot a 
nuabor ot robo11 boaba, It n ooul4 han tbl 
prl'Y1lop ot tourlna tbl .. aro\ID4 tha OOIIAVJ 

4Ul'lna tM 31xth War Loan O•pa1p1 DOt ODl.J' 
would tbiJ' appeal atroqly to tlw pabl1o Saac-
1D&UOD, bllt w are oorialn 'fOl')' nbataDUal 
aaloa ot war 8oaAla would Nault, 

'fban~ :rov. t .. 70111' ooaat&Dt •-
dderatlOD aa4 ublo &14 to our tuJr. I -

11DOo"1J', 

'l'bl BoDOl'&blo S.U'J' L. ltlalon 
a.oret&l'f of War 
Waahtnston, D, o, 

~· ~/2/" 08.1hat 
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9/7/44 

Fred Smith 
Secretary Korgenthau 

In reJ:}~ to your memorandum of Septe.mber 4th 
about the ~as gton Welcomes You" project, I will 
leave it up to Kr. D. W. Bell1 Kr. Gaston and you 
to decide what to do about thla. 
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TREASU RY DEPARTMENT 

INTER OFFICI COWWUHICATIOH 

D&te 
Secretary Morgenthau September 4, 1944 TO 

FI!OII Fred Smith~ 

The ''Washingt on Welcomes You" project wants to do a sort of ·cavalcade about the Treasury on October l from the Treasury steps . 

They have done such things from the Smithsonian Institute and f r om some other historic Washington land­marks and their spectacles have been pretty hammy. A Mrs . King runs this project in cooperation with the Evening Star . She already has secured permission from someone in the Treasury t o put on t he show; however, since it will be the story of the Treasury, I think it should be done right or not at all . 
In order to do it right , we ought to have the bond people get us some script writ ers and actors , and thus provide a panorama that can be used in connection with bond promotion . 

There is one distinct advantage of doing this , if we can get t he proper help: since it will be sponsored by the ''Washington Welcomes You " group, the bac~round and virtues of the Treasury can be extolled without the whole pro ject seeming t o be aif-eerving . 
One distinct disadvantage is that we don ' t have as much time as we should have . This date is set because it falls at the beginning of a special "good-will week" sponsored by the Board of Trade , in which the virtues of Washington will be extolled . 
Do you think t his is worth building into somet hing or do you think we would do better t o forget it? 
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TREASURY DEPARTMENT 

INT'ER OF'FIC£ COMMUNICATION 

DATI< S.pl.. 71 1944 
TOo S.cretary Morgenthau 

l'ftOM o Tod R. Gamble 

The following persona are of interest in connection with our 
conversation: 

HARRISOII JONES - 55 years of &j!O; President, Coca Cola Company, 
Atlanta; very well known nationally in b.lainese circles; of extremely 
atrong connections throughout the South; born in Virginia; President 
of one llassachusetts corporation; made Chairman of the !bard of the 
Atlanta. Stove Works in addition to his Coc& Cola connections; 
Director of the !lational wanutacturera and Trust eo .. paey and of tho 
Fulton llational Bank of Atlanta; Trustee of t he university of 
Georgia Foundation; Colonel on the staff of the Governor of Georgia, 
192)-26. 11r. Jones• b.lsiness connections e.xtend into every com­
aunity in the country. His reputation for integrity is such aa 
would place hi<l in a particularly advantageous relationship with 
key people in all s~atea. 

~-----niCHRISTIE B&NEr - 65 years of age; nationally known lawyer; 
present South Carolina State Cho.1rlll&n of the War Finan.ce Coaaittee; 
lite-long Democrat ; particularly well known in lrashington and 
throughout the south; (Barney Baruch•a peraonal attorney) . llr . 
Bon at • a big strength would be hie peraonal knowledge of influential 
individual a throughout the south and the o.ccess by virtue of his 
legal connections with ke,- people throughout the Nation . 

~!II( IS!£! - 45 years of age; millionaire through his own 
efforts in the production and •rkating of produce; now head of & 
Detroit central fruit auction organization; very well known through­
out tho mid-West. and llicbigan; very strong in labor circles and 
approached by labor to run for llichigan Governor; hard-bitting and 
practical, with great reputation for rugged hcneat,-. llr. Isbey ie 
a grand mixer and a terrific public apoalcer and would rap14ly ex­
pand his personal influence from the mid-Western sphere to which 
it has been confined. 

RICHARD c. PATTERSON, JR. - You know llr. Patterson• s wealcnesaea 
aa well as I, but he is a top promotor, realistic and able to find 
whero mone,- is and the right approachee to get i t . He ie a religious 
Democrat and extremely practical on the financial side. His present 
connection is Vice Chairman or the !bard of RKO Uotion Pictw·es and 
peraonal representative in that enterprise of Flo7d Odlum or the 
Atlas Corporation. In a pinch, it might be that Dick hae exactly 
the right cOIIbination ot qu&litiea that would gst the job done, and 
he would undoubtedly leap !'t the opportunity. 
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BRITISH AIR COMMISSION 
t7 .. MA8SACHU8KTT'a AV.NUK 

WASHINGTON. 0 . C. 

Toith the coapl1m~ts of Brlt1•h Air Co~ss1on 

who enclo•e Stcte:ents Nos . 151 and 152 --

13th •nd Auc~ot 25th retpcct1v~\y . 

Th• Honollr ble tlenr-J J.!or.;entba~, Jr. 
Secr~t.rf of the tre~cury 
tlil'.ilNC"rolt , D. C. 

~epte~bor 7, 1944. 
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RECONVERSION· 

A REPORT TO THE PRESfPEN'!;! 

from 

DIRECTOR OF WAR MOBILIZATION 

JAMES F. BYRNES 
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OFFICE OF WAR MOBILIZATION 
WHITI MOUSI 

WASHINGTON, D. C. 

JAMlS I . IYIHO. bUfCfOI 

D1111 Air. p,Jitllttt: 

For m"-ny months Govern~ent a.gende. have beat m,._k.ing plans for a 
return to eivili~n production when Ccnnn.ny aurrcnden. Recendy ~c have 
held conferences at a result or which the representatives or the departments 

directly concerned with reconvcnio1\ problema nre closely cooperating nn\1 

synehroni·ting their programs. 
ThiJ is a rtpon upon the satus or 101ne of these programs and aome 

rec:ommtndations as to future action. 

CUT-BACKS 
More than a roar ogo at the request ol the Office of War Mobilization, 

the Army, Navy, Maritime Commi»ion:t and Fo~ign E«momic Admini.J.. 
trt\don appointed committees to review their procurt'.I'Dent programt to 

detennine whether or not there: could, 1U dlls time, be some modification 
either of the rMCI o£ production or of the tOtal objective for the major itcmt 

of procurernent. Subsequently, :u my requcu, the j oint Chids or Stnfl' 
appointed a committee o£ £our offict.n or high rank, two from the Anny n.nd 
two (rom the Navy, to review com:t:.tntly the action of the several ptoGure· 
.m:nt agencies in the curtailment of procurement programs. They have 
.,._ in daily touch with lhe procurement officials, who sinco tlut time hAve 
canc~elod more than $18,000,000,000 ol autboria:d oxpendiwres. 

or coune, while these cunailmenu and canedatioos hAve .,._ taking 
pl..,.,, necessity has arisen lor the cxpend.iture of many other millions lor 
certain additional munitions and suppli<S raulting lrcm the clwl~ I rom a 
defcruive to an offensive warfare. But the figures &bow that the procure· 
ment agencies themselves have tried to prevent the ac:cumulMion or unncc:,. 
earuy 11upplies while, at the same time, furnishing the weapozu and supplies 
t.hat have mndc ponible the victories or our nnnc:d forces. 

Central Somervcll, commander or the Anny Service Forces, with the 
approval ol the Chiel ol Staff, Ceneml Manhall, has directed-

(•) That the strategie rcsetve be immedi4tdy studied in the light ol 
C\l.lftl\t production a.nd strategic situation without delay. 

(h) That authority be Biven him to immediatdy =pend procur<m<nt 
on not to exceed 50 perceot of the matirid provided in the currcntJtntegic 

raervo. 
This stratqic rcsetve embraces supplies ol initial equipment lor an addi· 

Ilona! mlllion men. The d..Won of C<neral Somervell will not ruult in 
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alt.-badu olexi>tinc ordm but it wiU mult;, mludng by 50 pen:ent ordcn 
placod a!~ thio date lw 1Upplics lor thcx ""'tqjc ,_....._ 

At the JUpply ckpots tt«b htn10lon: haYe bom authoriz<d at 90 da)'l 
of anticipated iuuc. In the light of cu.rl"('f\t proc:u.mnmt and t:t:ratqie 
eondilicru, Gen< .. t Somtrvdl has orducd tlat the depot otoeb be mluoed 
•o 60 daY' of ~p«tc:d luue foJ' hems vital co combat and 45 days for expected 
Luue of other itenu. This will abo reduce future pf'QCurement ordcn. 

The ample .n•PIJiy of tome munitions and 10me tupplies wiU (lOt, however, 
lessen the emphuit aU Government agenties have been p1acing upon the 
nu.csa;ity for overcoming the shortages in certain other critical tupplita. 
They contin ... ahon. ~poru continue ol the abort wpply ol <>enain 
utilJery ammunition •«auirin& our offic:::r_n to rutrict the number or rouncb 
fired per day. For the la.t ~'Ct:k the conduc.t of the war, fortunat.ely1 hu 
l.......t the demand upon the Jupply ol beavy anlllery ammunition. But 
no one can tell when demands will again intft".ue. The Anny "nnot 
gamble as to the day of surrender. 

AGENCY COOPERATION IN CUT ·BACKS 
Recogni2ing the need lw an ordtrly dill tine ollacllitics to meet ~•8 

ftquirancnts durinc the period of maximum war produetio~ 1 clir«ted the 
War Production Boord on Junt S, 19+41 to tttablbh an appropriate divilion 
with repauentabvcs from the: proc:u.rement llt:fVica and the War Man-­
power Ccmmi..ion to devdop cut-back proc:edum, ba..U.S in \riew tlat 
these cut-bade. proccdure:a will be available to facilitate reconvenion upon 
the defeat of Germany. 

The current procedures for the adulinistration of cut-ba.cla ate designed to 
provide for interim revilions in Wilt requiremc.nu. Under these procedu.tel, 
the proc:urtment aget\dea determine the allocation of cut-bacb a,mons 
con.,..tton Wider bn>ad polides developed by 4he War Production &.td 
to xcure awtin>WD pn>dU<tion. The procw<ment qendcs lumiob the 
War Produttloa &.td with advanee DOtice ol any eut-b.dt I<>< an i­
O< reLued group ol itaN in which the value ol the eut·badt cqualt .,. 
c:xoceds .1,000,000 in the eurrent month or any ol the next JUCC<edios 
months. 

lu detailed pJant IU'C developed, lhese plpns ·~also reported to the WAr 
Production Board. They include information with reapcct to the facilltits 
Involved, the l•bor employed, the labor uu in whkh the work ;, lototed, 
<o~ts, past pn>d"'tion, luture ""tuirtmento, plant capadtics, and the ocleQ. 
tion of facilitict for mention a.nd rdeuc. 

The staH ol the Wu Production &.td ""cned to the m>dy al eut.-s 
....new. the det.Uied propoul and g;-.., dearanc:e or ~ <h""''"' 
which appear dalrable. This staH is compoood ol r<p....,.t>.U... ol the 
war procu.rern~t a.gcnclet., the War Manpower Commission, the Smaller 
War Planta Corpo,.tion. and various divblons o( the War Production 
Board. 

2 

For cut·bacb ol o--u $2<10,000 but t ... tlan $1,000,000;, the <urtU~t 
month or any one of 1he JUCICC'f'dinc' montlu, modified information is made 
available to the War Produ«ion 8cwd prior to fino! de~ination ol the 
ladlitics to be eut hack. 

As 1 rauh of these prOCedures. the War Production Board, the War 
Manpower Conimission, and the Smaller W•r Pbntt Corporation arc 
advi*Cd before final notificatJon lt given to the contmctor 10 thAt appropriate 
aur.an.g~:rnents may be made for tl)C use or the facilitiet for other wa.r purposes 
or for ts~tndal civilian production.. This abo pum.iu the development of a 
Pf'Cl6T'IJ1\ for tM: utili'Z:lt.ion or the ma:npowu made available by the cut-back. 

¥-£ DAY 
With the deleat ol C<rmany, the requirements ol the _.,....,.,t >gen· 

des lor mattriel ond •uppli" will be mluoed by approximately 40 pereenL 
The primary objecti\'tl in the cuf\back procedure ""'ill differ aomcwhat from 
those now in efrect. TheJlce<l will ttilt rt~n to give full prote<:-Uon to tho 
nece11:lry war programs for the conduct of the war against Japan, but, in 10 
doing, every opportunity will be provided to pennit the raumption or maxi· 
mum elviH;an production wilhout delay, thus preventing cxtmded 
unemploymenL 

The proeu.rt:tnent agencict confronted with major readjunments follow­
ins the deleat ol C<rmany have prepaml •pedal _.,rement prosr.oms 
for the continuing war with Japan which are ready for implement:ation 
imJ'I"'edio.tely tlpon the dt.ftat of Cennany. 

Thtte lgcncies arc now eng~ in notifying prime cont.ratton of their 
tenuuivc plaru under policlet prescribed by the War Production Board. 
Mo~r, the proposed contncmal changes in major ittl"''U have been or are 
in process or being submitted to the War Production Board fot review and 
for the consiclentioo ol JUCh chlnga as may appear desirable in the 
inwuta o( the nstional economy. 

The sWJ' ~·hkh has obtaiMd e:xprrietlee in a.naJyzing eurmu cut-bach 
it being utilized to ex:am.ine the centative cut-bacb which will result with 
the ddeat of Germany. The factors for the aelec-tion of facilities to be 
rele:ued at this time will differ, obviousJy, from those UJCd with respect to 
current production, as speed in rcconvenion to desirable civilian production 
now becomes a. major faclOt. 

CRITERIA FOR SELECTION OF CUT ·BACKS AFTER H DAY 
The lacton being evaluated ;, the '"'-ion ollocilitia lor the secood 

p1we or the war lollow: 
( •) The procuring agenc:y will retain until final \rietory thole ton· 

tractors which it bu round from experience to be capable o( producing 
requirtd, items of desirable quality at the dcsJred acl1«1ulcd rates. The 
contractors rcuUned in war produetion until Ute end of the war .must be 

3 
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the be>t q..til'oed, and all other rulo of odeclio<> are applicoble only 
...-s ,._ oo q.Wi6cd. No e<>ntractor, ...,.-ever, will be dl>qualiroed 
limply becaute be is a &mall contractor. 

( b) As between quali6ed contractors, the loUowing {acton wiU be 
coruiduN in .elocdng facilities to accompli&h the nctcuary readjunment 
and cmtailment ol produc.tion: ' 

( t ) PrivRtcly owned· pla~~u, not nomu.lly eug;t.ged ln production 
ol a. military charac:ter, will bo given flts:t priority o f ft.leaae (rom 
war production in order to faciliwc: their reconven.lon co civUian 
production, due c:onliderat;i.on being given to the wUhel of lhe con­
tra.:oon. 

(2) Gcwemm<nt-owned plants will be kepi in operauon or reserve 
W>tll their productioo is dearly oo longer rtquired for miliwy needL 
This is •ubjKt to modification in the cue or • plant located in an 
Uobted ..won with "" opponunity for dilpbced wwken wha.o the 
cx:t1"CiJe o( wile admin.ist:rative discretion may prompt other actioo. 

(S) lnoolar .. pnctiable, the rdeaoe ., civilian produclio<> or 
oompednc units of the wne industry lhould be limul~ 

(4) In ocbeduling the rtleue of plants and indwlrla, due COO· 

aiduadon is to be given to cushioning the .bock or unemptoymel'lt. 
( 5) In acheduling the rdeaoe of planca or indUJuics, due <on· 

&ideradon is to be given to-
( •) S«;uri ty considerations; 
(b) Considerations alfecting public transportation, tuch AI acceui· 

bility to the aources o£ labor, mw ma.tcri:UJ, comp<Nlenu, depott or 
a:tOI'I\gC facilities, and ultimate destinationj 

(e) The relative unit cost to the Government; 
(d) The well•re of smaller bwineos. 
(6) Where practical eomider2'ions make it poo.Uble, eompaniea 

mporuible for the development and <nglnecring of tpecWlxd prod· 
ucts wUl be retained in their manufactulll in prt:fcrence to thole 
compa..nia whkb a.re metdy lioerued for their nw:~ufactUte. 

1u. a mule ol advanced pbnninc, ~mtiva ol the _.....,..t 
ap>eies arc today «>nfcrrlnc with eonlraclorl, acr<dnc in ~ of 
leJ'I'ninatio<> u 10 on<lhoch or ....,..,.dnc and JCtlling oud> queotiont .. the 
allotm<nc of overl>acl e.- u betw<cn war produedon anct civilian 
produeclon. 

The ac<ncico will aloo aotify their eontrat., by tdqram, wbcn the 
defeac of Germany is t.IIII<JWIC)td, of the cunailmenl ol war produclio<> in 
the contractor's plAnt 10 that the contractor may a:t:ut lmmedi.a\dy whh 
converting to normal ci'li.lan production that portion of hi.J plant no longer 
required for war p roduction,, 

The War Dcpat1Jl)eDt penonnel en.ga.ged in contract tennlnation work 
now exceeds 6,500. Plana developed for the spcc:dy termination of the con· 
tra.:ts will r<quirc more than 25,000 peran11.1. AddJilonAI penonnel for this 

.. 

won is bclnc tnined in tpecial ~ :ond ll":lininc - arc beins pro­
vided for procurement o~ and for employees of contraeton.. 

·, NAVY CUT ·BACKS 
The J)lo.ns o f the Navy Department ll.l"t: nrc:es.sarily different from thole o f 

the War Dep.,nment. The Navy hn.s a smaller number o r contraCt\. 'Illc 
truk of the Nnvy following the a:urrendet or Germany will be just u grea.t ru 
before the a:urr.cnder. A n:view of Navy plans indicatt'S the aamc thorough 4 

ness as i.s evidenced by Atmy to do all pouible to lessen the hl'lpact upon tho 
d vili:an teano•ny rauldng from the CUJ"lailmcnt or cancelatioo o ( contracu. 

MARITIME CUT ·BACKS 
The Maritime Commi.uion.like the Navy, has a~ w.k to pet" 

form in the wor or the Pacific. Tbc • ..-ol Germany will - a...... 
the ne<aoity for the conslnKiio<> o( cenain types of wpo, but it will m.W: 
pouible the cancdaticft ol oome Jhipo. Pl=s ha"" alr=ly be<n prepared 
co _..,. effeetive upon the _.tion of hostilities in Ewope, futlng the 
contnclJ to be tancdcd or cuJUiled. 

WAR CONTROLS TO BE MODIFIED TO STIMULATE 
CIVILIAN PRODUCTION 

Thue will be tOme time lag between the curtai.l_m(nt and cancclation or 
war contracts and the resumption or large civilian production. The length 
of that period m~y be feRCnod by the promptness with which wartime 
realrainu nrc removed. 

To imure the utmost speed in reconvcnjon and to permit the prompt 
• raumption or dvilian production at lcast equal to the civUian production 

or the United States in 1939, controiJ now in exiltence wlll be releutd 
or modified to the rullot t"Xtent pouible to pumit ma.nufac:t\lren a freedom 
i.n planning for the rawnption of civilian· production and ln otdcrina 
materi.ab :and cornponcnu which will assure maximum sperd. 

Tbc mitiwy needJ for the wor against Japan mU>t be allured. Un. 
questionably theft will mnain amu of tight supply. which will necasitat.e 
war produclio<> mxivins a prefcr<n!W position. Howt>u, the Coo trolled 
Mal<riab Pl&n, with its neCessary but ewnbenome paper won, will no 
Songer be required, provided indw:try as a whole cont.inuet to recogniJJC 
the importance of war and easen!W civilian pcoductioo and the neceuicy 
for the protection o f unall buliness. 

N the Actit~g Cha1nnan of the War Production Board has announced, 
exilting controls will be re:laxcd immediately after the defeat or Cermany 
and the followtng controbsubnituted: 

(o) The tttabUthrnt:nt 0( a new ro.ilitary prcfcrenc:o rAting to be. M• 
tigncd to the wrlr procurement programs of the War Ocp..utmtnl, Navy 
Department. M.arh.lmc Commi.u.ion, War Sh ipping AdministrAtion, and 

5 
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milita.ry lend 4 1casc. Contractors will be requited to a.cccpl orclen in tJW 
rating b:t.nd and to fiJI these orden in preference co any other orden. 

(b) The a.r.blilhment or a new civtlian prcxluction preference rating 
band rubordinate to the military rt.Uns buc tupetior to aU othe:t ntinp 
10 be uxd only if JKCCUatY to pro1cc:c the more eaential civilian progranu. 
It is not anticipated that thU ra~ band will be ~. and it will 
be ...a only in the n=t p........,. in this category fail to moo< tehcdulca. 

(<) 'The oew ratiQg attucture will be pbc<d in dl<et imrnediat<lylol­
lowinc the defeat ol Cennany. It will 1Ul101n1tically """"' the oew rat­
lncs to the prime cor>tracton of the deaignatcd provaros and thae prime 
c:on~n.etots will be directed to o:tend the rabnp to their auppUcn. After 
an appropriate: period hu clapetd to penni& a re~ting and rac:heduling 
of orden, all other outJtanding prderence nt.ti_ngs wilJ bcc:omo void. 

{ d) The priority reguladono now In effect will be amended to eonform 
to these ch~np. 

(•) The Controlled Materi:tlo Plan will be rewlted immedi•t<ly afttr 
the defeat of Ccrma.ny; except that it will runain in dl'~t for atcd and 
copper clurinc the rem>inder of the qu>ner in wbkh the revocation is 
U.Ucd. In dlect, arden under the Controlled Mawi>.ls Plan bceome 
priority arden; how<vtt, avppllen wiU be pamittcd to .-ive and fill 
all onkn pbecd after the defeat of Cemw>y to the""""' made poa>'ble 
by the canedatlon of orden wiUcb they then hold vndu the Coouolled 
Materials Plan. 

(f) L an'c! M orden will be revoked except for a few selected orden 
which mwt be reQined u a mechanism for P.rogtammlng hema which 
wm continue in short auppJy, tueh IU tires, battt.ries, motors, lumber, ond 
tome textiles and chemicals.. 

(t) The War Production Board wUI retain the authority which it now 
hu to ~tinue: or to institute eontrolltd mtcb:misms to cope with ind.i~ 
.!dual production and procumnent problems, to include the authority to ' 
IssUe incljv;dual dir<ctiva to manufactums or Npplien to produce or deliver 
a product or prodveu to a daicnatcd J'U'P*- This will permit the War 
Proctuction Board to tale appropria.te action to pr'e\-"eDt Ot to CIOt'r'fd hard~ 
obi p c:aaea. 

ADMINISTRATIVE MACHINERY FOR SECURING THE PROMPT 
CLEARING Of CONTRACTORS' PLANTS 

An c:uential atcp to the prompc reconversion of a war facility to clvUian 
produetion is the removal of war material.a: lllld equipment from the pla.t~t. 
This clea:ratlCle: is a part of the COntrDCt termination procedut'e wh.k.h tw 
been planned in detail by all of the pr<ICW'ement agmcles in <'- coopera­
tion with the Oirtctor or Contnet Settkment and with the Surplut Wu 
Property Administntor. 

Alft.np>enta for prompt adv&nee paym<nta and foe loons.....,., the war 
--of qvidt financin&. 'There rem>ina the invauory at>d dlopooal 

6 

of plant equipment and materials pertaining tO tho wa.r contract which tnUit 
be removtd to p~nt interference with rroonvtnlon. 

To oc·ptdite prompt clearance, the following procedum have been 
developed: 

( • ) Wbcnevu a war <Ont=tor is ol the opinion that be no Joncu 
requ.ira for the perfCif1JWlO: of any war eontnGt Goom:nmc:nt~m 
fa<ilitla eoverod by pvrdwe or lease opdon, he will .,-npdy notify the -rune _..,........t _, of his deaire to ...m.. « waive the opOon. 
If he dc:aim to ....,rcise the opdon, the facilitla will be diopooed of _..s. 
ingly. 'The p.......-.ment agencies an: pr<palcd to waive or rekue, under 
tc:tml and conditions doemed t~ppropriate. ..,y existing obligatioru of war 
contraeton under fac:ilida contta.ctJ. 

(b) The war contractor will aubmit an inventory liJt of icenu whJch 
bf.come aceu with the curtailmcnl of hi.t contrsact and which are not under 
option d..aW.6'ed for retention or ·for mnoval. He wilJ indicate the ap;acc 
which be h.u available for ttoraCe under appropriate rerttal. Unsa.tisfae­
toty inventoty 14ts will be returned by the pn><vr<ment agmcles within 10 
daya. Within 20 days the procwanent >&<nciea will notify the war eon· 
tractor ol thoee item~ in his inventory whkh ate-

(I) N-.y lor war production; 
(2) May be retained by the eontroctor; 
(S) May be •torcd by the contractor; and 
( 4) Should be prepared for ohipmeru oo a deaignatcd place. 

Within 60 daya after ~pt of a aatiafac.tory inventory JUt, the procurement 
aseneia-

( J) Mun dbpo~e of any or all of the f&ellitiea to the war ~ntrnctor 
whJc.h the Oovcrnment is willing to relta.se; 

(2) Complete arrangementa with the war oontractor lor the storage 
of thoee inventory ite:ma which be b. prepared to store; and 

( S) R..,_. the balance. 

At at>y ~in this period the war--may_, and store at his 
own ""perue atlcl risk any mawi>.ls or equipment no lon&<r roqvilod for 
war produaion. After the dapoe of 60 days from date ol .-ipt of in­
ventory, the conuaetol' may remove a.nd atore auch malerial.s: at the riU 
atlcl .. perue of the Co.errunenL 

ln order to (acllitate the temOYal o( equipment aJld material, the pro-­
curement ~clea a.rc developing storage •pace requJrcmentJ and reporting 
th- roqulr<menta to the Space Conuol Committee of the Surplu.o War 
Property Adm~iltration. 

Thb Spaee ContJ'OI Committee 1w regionol ouboommitteeo located 
thtou&hout the United States which maintain listinp or aU rultable storage 
opaee and allocate opaee to the' ptoew<m<t>t acmciea to meet their 
roqvirem<fttJ. 

JJ> addition luge eentraDy located -..,. ...,,en are being d..doped 
....... p<efabricatcd tempcruy •toraco abdtm ... be - qvidly to 
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ptOtte:t acortd tqu.ipmc.nt. Th~ stornge art"as will be locatccl in industrial 
ctntC':n a.nd will be operated undu Gow-m!Mnt contractJ by conune:rciaJ 
w:arc:hou't.men. 

All J)rocurcmcnt agencies will be requirtd to ~ta.blish 11. I"Cporting p~ 
eedurc whidl will show the progrt$.1 being made in clearing p1antJ. 

To further faci litate reconversion the Surput War PNJJ>e.rty Adrniniltra.~ 

tor hru npprovcd the immediate s.1.le of machine coot. Al\d lndunrial C!<Ju.ip­
mem being used by mauufaetui'Crs for war work to these manufnc.turen 
an :1. dc:prc:ciatiM lonnula believed fair to both lndwtry and to the 
Covurunent. 

Machine tools not desired by the manufacturer are reported a. surplus 
and become available for sale to other c.ontrac.ton cleAring the tools lor 
the roumpt!on or civilian production under tho ~arne get~en.l deprecia­
tion formula but with a IOmeYt·hat more favorable price cliffertnt.ial in 
view or. the odditional <Oola of wtalline tuch madllncry ... compared 
whb madUncry oold ia pl-. · 

STEPS TO AID EMPLOYMENT DURING RECONVERSION 
The dl«tivcnns of any plans for the transition (rom war production 

to prace production wiD depend upon our ability to provide jobs for 
the worken who will be displaced by the ~uction in war production. 

The (car ol prolong«! untmpl~nt following Y·E Oay bas bttn 
exaggc.nhod. The prosecution o£ the war against Japan will demand 
the eontinu«i production of great quantities of war matcrlab. Basic 
indtutries1 tuch as steel and textiles, wiU tlot be affected. We wHl apecd­
ily rc:tur'! to clviJjan production. The pent-up demand for goods will 
eomc from a J)COple who h~ve the money with which to buy them. 

But it iJ inevitable that in some p1rticular industries and in .orne com­
rnunitict there 1hould temporarily be reduced empJoynltnt. This is more 
Hktly to OCC'ur where the curtailment is in ~rnent~od planLI en­
pa<d cntircly in war production and liavin( no plaN lor civilian pro­
duction. 

ln order to mcc.t. this situation 1 h.a"'-e appoi.nttd a c:ornmJuee consist­

ins ol ~L>tivcs of the War Production 11oan1, the War MlUlpow<r 
Comtnimon, the Oereme ~t Corpontion, and tM Surplw War Prop­
erty Administration. They are at work intt:rviewina: the tontrac:ton. 
Their objec:tn.-c is to ascertain whether or not the contractor will rxC'rcise 
hit option to buy or lease the pbnts. U be h not intt.mted, then t1v: 
commiu~, having cktenninro to what wu the plant ci.n be put. will 
inquire whether local capital or some corporation or individuAl can be 

intcmtc.d in• purW.aaing or leasing the plan t-o( course aubject to the 
policies prt:Kribed by law. • 

The 1>rim:uy purpose U to help the mm_npower a:itu:Uion. The prc~nce: o( 

R ret>rtscnlat.ive or the War Manpower Cornmi.uion on thi• comminee wiU 
enable that agency co know what progress is being made 'n arranging (or the 

• 

op<11tion of ~ plaou. U .ucb opcntion docs not O<Cm proboble, 
the War M.anpowcr Commiaion, in advanc~ can makr plans to IC!C'Ute jobt 
lot lhe WOl'b:rt when their employment is lttminated. • 

It U: obvioua that any ratrietkw upon tbe sale or leasing o( th('IIC pJnnll 
that will ~Jay thdr convenion to civllian production will catue unem~ 
ploymc:nt.. In the Covt:mment~ed plants the"' arc .c:veral mltllon 
war workcn. Ir they arc not c:mptoym. until other planu crm be built or 
other mac:hincry lru-talled1 they will be out of work for • long pc.riod. 
The plant equipment of thete Oovernmcnt..owocd plants mwt be put to 
work promp~y il jobo...., to be provided. 

WARTIME MANPOWER CONTROLS TO BE LIFTED 
It is apparent that whb the der .. t of Germany the n...,.;ty lor cxiJdog 

mutpow<r oootJGII will 1...,.1y ceaoc. Hen«, ~controls ..;u be aban· 
doncd to facilitate the tranJ!cr or manpower from the eu.rtailtd war pro­

- to cmJlan production. 11le ocrvK:cs available th""'''t the War 
MAnpow<r ~ and the United States Employment Service ..;u 
continue 11le Production u.....,.,. and Manpowu Priorities Committees 
will also continuo to Junction as at praent althouch theU (unaions ..;u 
become advioory. 

However, a klu of manpower in wa.r proch.~tion below the needs to meet 
tbc ~uln ettablbhcd (or the war against J•pan would neusaitQ.tC a 
prompt rescoradon of eont:rols. It is anticipated that the voluntary eatab­
lhhment of cci1i.np will eoi"''CCCt auch conditions locally, if the need artsa. 

FIRST LINE OF DEFENSE AGAINST UNEMPLOYMENT 
Unemployment compeosation is our fi"t line of defenae agalnst unem· 

ployment. ln view or the (aiJureof the Congn;:ss to provide for more libtral 
benefit pa~u by t.hc unemployment comperuation systems o( lhc States 
through suppkmcntal appropriations by the Federal Oovemm<nt, thmo 
will be JOmO Stata: in whicb the pa)'tDtllU will be very inadequate, pa.rcicu­
larly .. view of the inercuo in the cost or IMng Iince .ucb paymcnu wue 
established by "- Stat<L 

n.. ~Y bcndiu were .. tahlithed -.1 ,..... prior to the "'"'· ll 
they wae adequate thai, they arc inadequate now. n.. Sta"' syttCl!ll 

have, durins the war. as a mrult of increuod contributions and reduo<d 
cocpendltu..., ac:cumulat<d ........, of firt and ooe-baU billion clollan. 
That is ror<unate. But the objective of the .,.,_ is to provide • d<f<Ne 
apinst u~~m~pl~nt and not mercly to accwnulate money. n.. SL>"' 
ahould Kl now to libcraliac the bcndi" a!"' mal<e the State oystems lltn'e 

their we purpote. 
I still hope the Consres~ will rccomider iu action in rejoc:dng the plan 

•uggested by me that the maximum wcck.ly benefit Jhould not be leu than 
a 1tatcd pc:rtentagc of tbc workerw' previous wages or $20, whi.chevcr i.t 
the lower; ahould be pald lor as long u 26 w<eb and tho covcr"'e bo 
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txtmded lO indude woden whrn: the number or cmpiO)US it leu than 
t:ighL Sevttal influential Mt:mbc:n of Congrca e:xpi"CPCd to me the view 
thac they did not want to coruider at this time a bflllibc:ralixing the bendics 
because they f~a~ if t:ueh a bilJ ~-ere comidercd at thi.s time jutt prior to a 
P~Uidendal election, lhere would be bidding ror votet and the pro)lOUl 
would not bo considt:rttl upon its meriu. They thought that after the dec­
don leg·islation providing reasonable libernli:r..uior' could bo enncted. J 
tarnotJy hope this will be dont:. 

RETURN TO 40-HOUR WEEK 
1t i.s evident 10 me that it on V- E Day we are to rcduu war production 

40 percent, h is ntttssary tb:u the Government plan now to sp~d the 
work. 

Only the necasities of wor production and the Ahon"«' of worl<cn 
cawed the Covunmeru to inc:re;ue the workweek co 48 h~QU.q. When 
V- B D>y comes "" ihouJd "'tum to the 40-hour .....,k. Tbl. will sM 
jollo to t'- who are left without cmploym<nL The -"on want jobs 
and not unempJoymcn1 compensation. 

On F<bruuy 9, 1943, I rec:om.mmd<d that the Pmid<nt U..... an ord<r 
authorizing the increased employment to 48 boun. AJ the tU.tOn for lbe 
order will not cxis1 after V-E Day, I hope an ordt:r will be Wued returning 
10 the 40-hour week providt:d by law, except to take care or produetion 
n«ft''a.ry co the war eJTon and some spoei::tlly tight labor are:u.. 

This will help solve a problem v.•hjch is a1rc3dy giving concern, Many 
rmployem have ~n le-aving plants engaged in wo.r production to •cek 
cmploymt:nt where chey believe civilian production wlJI be quickly resumed. 
JC a. worker remains in war production and is nllowed co work 48 hours 
with time nnd :. half for the extra 8 hou11-, his weekly t~ke·home will be 
larger than the WftkJy take· home o( the worker t':ngoged in civilian produc: .. 
tion tnd working only 40 houn. The financial incentive thw provided 
may indU(le wor~rs to remain in wu production. 

RETRAINING AND REEMPLOYMENT ADMINISTRATION 
The Retraining and Reemployment Adminlsuation lw b<en at work for 

.-tho upon the pt"Oblems of employment and uaini.,. Central ofliccs 
have bc.m e~cablishecl in all important cilia whtre there are concan.rattd · 
the "'pracnu.tJ ... of various agmcies ClOl>Cem<d with <mploymen~ YOCa· 

tiona! tra.ininc, and other attivities or Government agmeiet: 10 that the 
unemployed may, in one place, .secure infonnation .., 10 lhe auinance they 
can oeeure from the Covernm<nL The pl•w worl<<d out by thb •seney 
wiU be of auittanec co the unemi>fO)·ed vetcmns and war worken. 

PUBLIC WORKS 
Tho P<dcr•l Work> Agtney h31 obtain<d from St•t<~ countic. and 

cltlet much infonnation as to work proj otts planned by au~ gcwtm~enu. 
10 

The dcm>nd for comtru<:tion proj«;u ..;..._ A> a rule "'-pcmm<llta 
have the (undt for the pro~ In eornm\lft.itiet where thae i.s no untm• 
ployment followins V- E Oay it would be unfon:unate lf Jarge pubUc 'W'Otb 
were undertaken. It would bq more unfortunate if they ~ not under .. 
Wen in.communities where there i.s unt:mployrnent. 

It is not pouible to exercl.se cUreet control over the time when ex~ndla 
tures will be made by local governments. But the Fodernl Oovenunen1 
c::.iUl time j\1 expenditures o f Federal funds for road ooruttuction and work 
projcc.ta to rc:lieve unemployment. 

PRICES FOR RECONVERSION 
When a mAJ'Iufacturu has ~n adviKd of the cu.rtailment of a war 

c:ont:rac;t and th.tl he an resume dvilian produc.tion, he probably 'Will r.ot 
.-e until he .....Wns what e.ilins price will b< placed upon his ..,..U. 
The price of civilian pxb whi<h '-e b<en produ«d tluouchout the w>r 
has b<en IU<d by OPA •'ld takes into account inatucd productioa '*ts. 
But anida not now produ«d, such as autornc>i,;Jes, radioo, m~ton, 
may b>ve to b< prioocl aomewhat above the prices pr<Yailing in 1941 wb<t\ 
civilian productioa of t'- anld<s was &topped. 

It is mtirdy _."ble that on Y- E Day, as a r<Sult of the eunail.,.,.t of 
oontncts, a<Ytt1ll hund~ prodU«n .. 'OUid at the...,., time" ask OPA for 
a dcc:bion ., to a ceiling price. Obviously, iJ • decision il del•rt:d unUJ 
investigation can be nude or produGtion costs o£ all •uc:b articles at lh:tt 
time, it would lncre.Jte the ranks of the jobless. 

One: practical way would be to authorize a percentage inCJt"ase over earlier 
pric:et for articles which have been out of produc-tion £or some time, whh the 
right and dury devolvlng upon OPA to Jdjun such prices upward or down· 
ward in the light or experience. Slnce Ja.nuary 1., l94l, when lhc produc· 
cion of civillan du_rab1e goods wu drastically curtailed, indwtrial wholesnlo 
prieta ru.ve inere~Jtd. Often it ia difficult to ucenain quicldy the: amount 
or such in~UC becaute the increase has DOt been unifonn for all GOm·• 
modities. Some <Ommoditi"' have riaen tubotantially while othen have 
ckclin<d or not riaen at all. For -.nple, iroo and •ted prices have not 
riaen and the price of aluminum actually has dedin<d. There has b«n 
'"<rf <OOiickrable tc<hnolosical p""""" durir,g the war which should s<rw 
in K1CDC CaJft CO ofbet incrtale in labor and material CXISt$. 

H_....-, it should b< f<asible for OPA to <s<ab1ish a ~ «iiios for 
anida out of civilian production for some time at a fixed puccn""" above 
the prices charg<d f« -'> artid"' be£..., civilion production ......t. Thl• 
puccnuce can be qu;uly C<l<nputed an the b>sia of inatucd mat<rial, 
labor and other _.._ ProvWoo can b< made to take care of hardship 
g.sa

1 

on appeal. AJ manuf:LCturen retum co production, competition 
•bould couse 10me prices to drop quicldy and subotantially below the fix<d 
ocilinsJ. 

The Stabiliation Dlreetor and the Price Administrator lln:: engaged 
in d etcnninlng tho rormula. 10 be applied in arriving at the percentage 
increue to be allowed. 1'be fonnula. catl.tlOt now be announced. No 
hard·a.nd·fut role can be applied to all indwlriea, but a price Procrtm 
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U being worked out thnt will m:tltb certain that the rcconve.nlon to dvili11n 
p ro duction in any indwtry wliJ nOt be delayed by Jnclc. O( Jn(orma,cjon 1U 

to prices. 

TAXES 
Btrore the manulacturtr returns to production he will want to know 

JOI'nethin& more than the eriline prict. He will wane .orne idea about 
tucs in orck:r t.o determine whether therr will be a profit in his businct.J. 
E\'C~rybody ca.nnot be an f:m~ ~re must be an t:mplo)~r II poople 
are going to gt'l jobt.. Jkfore a ma.n puts his ~,.. money and ub his 
friends to put money in a buJinat he want. to know that there is some 
pro.-peet of his 1n.tking" profit. 

The excess·profit tax is a war tax. With the en ding or the war there 
sh ould be an end to excess·profit taxp. It cannot be done UJ>On V-E 
Day because we will ttill have war production and war profitt, but the 
administration and the leaden or the congreaioru.J tommittces might well 
announce an intention to urge the elimination of the ota.~profits taxes 
when the war with Japan iJ at an end. 

We &bouJd tocuidu, t..bo. the advisability of allowins manuractu.rtt~ 
to depreciate new madUM.f')' wb&tantially in the )UD ln wha such 
mAchinery is ~ C~at Britain has incorporated &uch a plan in 
its cum:nt budget. Tbit act.iof\ would induoe many c:omp.tnJtt to hazard 
new \'enturet., the~by increasing employmenL 1 t would give A rea.l ln­
«!ntive to companies to ktep our industry ahead of the rat or the world 
technologically. 1t would provide A steady domcstjc m:ultet or tubtH'tntiaJ 
proportion ror capital gooW and would go far to provide " ttab!c bruis 
for employment in that field in the poet•war rt::ldjuttmenL 

CONTROLS 
I have rtquesk'd a survey to be nude to determine what wu contrOls 

COil be modi6<d :Utu V- E O.y. To enforte c:ootn>ls requires _.,.I. 
When the cootn>ls :m; rd.....t eo--nmont <mploy<a lhoWd be rd.....t. 
The ocb<dulcd reduction of procurement m the War Depanment, the 
=nova! ol ooatrols by the War Produotion Board and other~ ohould 
make it possible ror many Covemment worken to return to their home~ when 
Genu.any Jurreoden. 

The justifitation ror rationing is the shore. supply of a cOmmodity. Whep 
1h e supply is tufficitnt for normal demands rationing ahould cc.ue. Many 
foods have :t.lrtady bun removed from the ration list. Othen will be re· 
moved as JC:liM u supplies jwtify removal. 
V-~ Day will ruult in lncrusing the supply of gNOiine avaUa.ble for the 

civilian popuJatioo. It is imJX~~U"ble now to make a definite stateamnL 
My opinion u the incmue will not pcrmjt the dUcontinuance ot nttJocUnc, 
but the ollowanca un be inaeu<d ;, cel1ain ,....... 
,., ""' many commodlti<r, lto>mw, that are .UU in ohort JUpply and 

mun continue to be n.tioned. · 
1Z 

FOOD PROGRAM 
V- E Day requires a review of our plans for produc.tion on fanns a. weU 

u ln fac;toriet. In the: near future War Food Admi.n.ia:tn.tor joocs must 
..,_,.. the ph lor farm production In I!H~. So far u food JUppljCI 
are c:onc<mcd !tete is the proi>km: 

Food production in the..-.... Wider Allied CGntt<ll with the """'p0on ol 
Rwsia b approximatdy one-third abo.e normal proclucrion. War r<o<tvtt 

ha"" btm <Woblilhed. Wben - - the _...... in the millwy 
theaton will '-"• surplus. 

8ccaUJC of the. submarine activity, blit'l bombing, and the i.rrtgu)arity 
of thipJ>jng, reaerve stocks for the clviU1n poJ)U)ation of the United Kingdom 
we~ increued from a nonnal o f approximptely 1,~,000 toN to S,500,000 
tons. These nocb were ma.de up of auppUes domestically produced, pur­
chaxd in the market.lend.·lea.se, and other aources. H after V-E Day th is 
atoclc. th6uld be fixed at 3,500,000 tons, h will leave 2,000,000 tons available 
for relief. Thil will, of c:cu.ne. aHect only the the of the ruerve stocb and 
not the food available for =t coruumptloa ;, Brit<Un. 

It u csumat<d that in the year loiJowinc V- E Day our millwy food 
procurement will d<cline about 50 pm:ent 0< approximatdy 4,000,000 toru. 
I n addition - know that the Army has a<>atmulat<d c:oasiderable otocb 
ol combat ntioN m the Ewopeon theater whidt will be available for 
civilian ..... 

In order to meet lend.Jease lhippi.ng Khcclu.tca the War Food Adminis­
tration ha.s had to aeeumulate a stock o f food commodities. 

T hua_ apJ)ro.xim.ately 8,000,000 tom of food can be rcleased from the 
wartime pipe line or reserve for other utet. 'Thb: wiU indude 6,000,000 cons 
of food other than wheat. 

E.xdudin£ what the estimated requirements of the armed fartts for food 
durins the lint 6 montho of r«<nopation are 1,200,000 toru. UNRRA 
eoilinatcs iu requirement> for the wnc: period at opproximatdy 2,700,000 
toru. 

This wwlcl male apprwdmatdy 6,000,000 ION of food available "8>inst 
requirement~ of 3,9ru..<XIO tons ror the lint 6 months of 19+5. lt 10em1, 

ther-<fore, that Ewopean requirement> wUI be met without vay latge dnlu 
on the Unhcd States production in 1945. 

That meam that we must decide what we will do about . the ootrunitmcnt 
of lhc UnJtcd States Government to tUpJ)C)rt farm price~ conWned in what 
b known as the Steagall amendment. If, u a result of n:duced demand

1 
the market price d rops below the auppon price, Government m\Ut buy 
the ourpiUI !( it II soing to oupport pri<a. 

Domestic CODNmptioo will inc:rcue with the rtmOY&l of all ntion controls. 
Prior to the war"" cfispot<d ol ourpiUJ foocb throuch the icboollunch pzo­
cram, the •tamp pn>grUD, and clirocl relief .,..opam. n- pn>Sr1ml, 
~.- aboorb euoucft to malntam pri<a in the~ ...-..lw. 

We mwt lnaeue our exporu, but we mun realize thr:re are clif&cultia. 

u 
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Our price la-d is higher th:an for similat flOfnmoditiel in other producing 
areas. The United Kingdom wiU be aW!d to mili contracu for food in 
Canada, Australia, New ZeaJAnd1 and South A.mcorica. Ru.J.Jia has indicated 
a dCJire for machinc~ry and machine tool• but for few coeuumc:r goods. 

We know that the civilian population of other nations have not consumed 
anything like the ooruumptjon of our poor,Je:. Aa o tht:r nt\dont return to 
full produclion nnd fu ll e:mpiO)'IUCJU1. 1htre will be lncreased dem:md for 
food Qbro.id as wcJI Mat hoinc. I have abidhtg confidtnce thru wayt will 
be found to make certain thAt we do not rttum to A policy of acarclty. 

Out here is the immediate and concrete problem: Congress hill com­
mitted the Government co suppon prices but h:~.~ not appropri~ted funds 
to carry out the tommilment. lo the light of the •it~tion above dncribed 
It b tstimated that compliance with thlt commiuMnt may requite an 
appropriAtion o( as much as $2,000,000,000 in 19-J.S. 

I then:lon: SUgg<:lt that tbe ~ be :u1cd to pmaibe methods by 
which tbe support price commitment shall be <.arricd out and appropriate 
adequ.ate funds for the purpose. Action is IX'CCSAI'y at this time in order 
that the Food Administrator can cstabiUh quow IO< tbe variow crops and 
fuc the support prices. 

COMMENDS BARUCH·HANCOCK REPORT 
l..alt November I rtquestcd Mr. B. M. &ruch and Mr. j o hn Hancocl: to 

investigate and report upon the probltm of ruonvenJon, In March of 
thi.t year they filed a report which was aubmittt.'d by me to the various 
Covemment agencies to establish n pauern lor action by thern on the 
tuggetlions therein djseussed. The report hu bet.n o r in~timllbJe value and 
ahould oontinue to be the guide fo r reconven.lon policies. 

PRESENT INCOME AND EMPLOYMENT LEVELS SHOULD 
BE MAINTAINED 

The fear of tirnid JXOple may temporarily retard our return to full 
product'on and full empl~nt. But it will be only for a thort time. 

TodAy America is suonger than ever befort". We thou.Jd make the 
m:a.intenance of tbr pte:Xnt national income and high level of employment 
our pi-and achiev. that pl. 

I ruUze that in rtporting at length upon plans for returning to civilian 
production these is dangu of eli"""" tbe attention of the people from 
lhe trm:'loendous wb to which "'-e mw:t ckvote all of our dTorts if we are 
8"ina to CO<Itribute our pan to tbe neto.y. But 1 .,.,.. -fi<knte in tbe 
c:ommon o<nse and oound ju~t of tbe people and believe the knowledge 
that their Cov<mrneot hao been P"'J>OMg plano lor poace will cawe them 
to Jncrcue thOr efforts to bring about that peace. 

Sinctrcly youn, 

Dhtctor of WtJr Afobilkotion. 

•J4 
W. .................. -n .. et'"tt' IIU 
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CABLE TO JOIDISOII FOR OLSBIII, S'l'OCili>UI, PROII 'IWI R.BJVQD 11CWtD 

JllC 11 reaitting $100,000 to you under rreuury 11oenee 

ror uae 1D BIID&&rY UDder lfallenber&'a aupel"ria1on and at bia 

die oration, 

THIS IS WRB CABLE TO S'l'OCKlllUI 110. 8S 

••10 P•• • 
Septa.ber 1, 19M 

PHalab $/T/U 

· i. o 

.. 
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CABLE TO IWU!IBON, BlllUI , roR IIC t:J 81 t 'JID PllOif liAR RBJ'UOBB IIOJJU). 

,our no . , 867 or July 29, and Dep&rtaent•a D08 o 2U 7 or Jllly 16 &Dei 

2579 or Jul y 28 . 

In Ti.,. of re~nt eieTalop.enta &lid. the urr;anoy or the 

BUD~&ri&D a1tuat1on &Dei einoa dalaya may be c11eaatroua , JDC ar;r•• • that 

b&lanoa of o11a a1111on eiollar r und u.y be ueeei by Saly lo!Ayer in &D)' -r 

that o&D ba halptuJ 111 eaTing tha Una or J.,.. in BUD~ary. Plea•• 

aeirlaa lfayar aooorc11ngl)'o 

r m s IS 11RB CABLE TO BBIUI M>. 1611 

s.oo p.a. 
Sept..,ber 7 , 19U 
!llislab 9/7/U . 
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ouorr.u. ue o:r !IUOIWI s~ 

J'lalt 

!Ot 

DADDt 

J\1111111 

leore\v)' of State, Waah1qha 

Worl4 Jowiob Ooqrooa raproaontat1•o• hero fool t hat pr01r .. 

r-n\17 appron4 for 300,000 paroola for 1n~l'111101lt CNIII• ap-

1f1ecl b)' Iateroroaa will not beDafU MDT J.wa. ~ haft 

~·tel that Iatercroaa bo urce4 to 1aolu4o the follov1ac 

ca.pa 1a th1a procr•• 

Aaatriat 

Iothorlaaut 

llonldaa 

Pol.M4t 

ICoobolon, Jrooa4onoil: 

Jorconbolaon, lore ~J.&J:a, Jirtc_, 
~lor, :llchw.l4. l'allbruclt, Oraikih, 
!oaoreurf 

Oeoaroo, :roaao11, Xoato :rorrato, 
Ia MarUu 41 Aeoipue 

.UterU.ia Pr..-

lore4 ad T.-a, •:ru.o 

o ... tochow., DMltach Beret, Je41soJof. 
ntaoato•, JtrU:..,.Podcer•••· larilJoo. 
KrTU.., IoutH&, LoM, o.-. 
Oowtoeuo, AeJowtoo, '-*• ...,ooqoe, 
'DIMr, Wtoltoa 

If TOll 4o• U o4rtao\tlo, ploaao 4to.uo ~sUoa of WorU 

J.wtob Ooqroaa wtth Intororooo. 

.12 
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!'ROlla 
TO a 
DATED a 
llllliBBRa 

ORIGIUL rBn OP TELBGJ!-'M SEIIT 

Secretary of State, W&ehin&ton 
Amerioan Legation , Bern 
Sept•ber 7, l9U 
:1094 

SBCREr 

!'ROll 1\'AR REPUGEB BOARD TO IICCLBLLAND 

SeYeral requeata han already been reoe ind by the lfar Refu&ee 

Board for t1Dano1al aasia tanoe 1D the relie f of refugee• in areaa 

liberated by the Allied military ft>roea . 

For your 1Dto,_t1on and r;uidanoe lfar Refugee Board aotirttha 

are to be atriotly l1aited to the reaoue and relief of the 

Tiottaa of enemy oppreaaion who are in imainent ~er of death, 

that ia , who &re atill 1D enemy- oooupied t erritory. Refugee 

problema 1D liber ated areaa are not (repeat not) regarded aa 

being within the Boar d • a tunotiona . Accordingly, if you reoei Ye 

requeata liaaited to the relief and aeaietanoe of retugeee 1D 
areao liberated froa the Gel'll&na, you ahould refer ouch problaaa 

to UNRRA, the appropriat e military authoritiea , the Inter­

gonrnaootal Coaaaittee on Retugeea , prbate refugee organha­

tiona, o r other national or international groupo dioh are 

authoriaod to deal with aattera of tlh nature . 

The foregoing shall not be oonatrued to limit the aot1Titiea 

ot the Board dealing with arrang-ntl tor the r...,Yal of 

refugeea 1D liberated areu whoae preaenoe aerna to diaooura&e 

and prnent the reacue of a dditonal refugees troa en~ 
o coupled a reas . 

Other nRB Special RepreaentatiYea abroad a re rooeiTing 

thia ""'uar;e. 

Repeated to London for Mann aa Department•a No . 7268. 

BULL 
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P.&lW'I!IWIB OF fELBOIWl RECEIVED 

FROKo AMriMn Legation, S.rn 

roo Secretary ot State, l'ruhington 

Ill!BD1 Sept•ber 7, 19U 

IIJliBER1 6888 

FOLLOWING IS liRB U2, 

Legation ' • note oonnying Department•• oable ot Auguet 26, 

Jlo , 29$$ , -• d.houe11d. with Legatio.n•e Secretary by & r&zlld.ng 

Swill official and. he ind.ioated. that the Swill ""re not able 

to requ81t the Swill Ler;&tion in a>d.&peet to present the -tter 

to the Bunr;arian authorities without intormation ooncel"llinf; 

time plae>e n&tion&li ty of J-• involved.. Ho added that the 

HUngar1ana llligbt pouibly retuae to 'accept the oollliiUilio&tion 

tros ~e Swiaa unleaa euoh apeoitio .information were included, 

.U tho purpoae aigbt thereby be de teatad , the Swias are 

naturally anxioua to &wid auch a poaaibility, 

IW!RISOII 

DCR 1 V.&G diUI 

114 
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:ntalt 

tOt 

DA.!Jit 

.a.ut- J.ecaUea, :a.,. 

leoro\v7 of ltato, •eh!Dc'ea 

a.,toa'bu 7. 1146 

!he follniiiC m.'borot paracrapha oorroep0114 io tho n•'boro4 paracrapu of 

WD &t, ~t'• on1o of .Jv.J.7 a, 1146 Jlo. 2fln • .a. jgpat • a1C..-1ro 

froa tho lwin :Lacat1oa 1a :lor11a, truoa1\tot vUh a aoUoo traa tho lv1n hroSca 

Otfioo Utot jgpat 31, -ta11lo4 tho 1ator.at1on cina \ol-. 

two. l1l MoorU.oo v1tlt. inotnacUono fraa tho lpaaloh GoY-oat, tho a,.ta 

•MaQ' 1a llorlla 11ltomo4 tho Go~• that all hracoq~~a ~epono oirwlattac 1a 

0.~ at tlt.o :pro••* tlJM aro rooopbot '117 tho OoYO~on\ of l'ar~~pq. !hero IIU 

ao roplT fraa tho~. !he ...... ., U aot 1a tiiQCia with thooo por-• 'boNlac 

toUttlal l'aftC'U111'a paoeporh u4 thl fato of \ho .. poroono U oa.plohl.T U1lk1lova \o 

•'baoq. !he hrullo rotuot tho requet to YitU :loren :ao1- w.ro \ho .-.., 

'belieYOI - 'boaron of nch paoepono aro hello :Ju\hor.ro \Ito .-.., 11 ao\ 

11l vrtttoa o n'oatloa vi._ \ho01 poroou. ltatot liT tlt.o •lluq tllat thq voro 

aoYW ulo to oo\UlUh oon\Mt v1tlt. a,.atelt. o1Usoao 'latarfJ.tOI• (lpoaiu .r..,. 

fl'OII tho ood) vbo voro 1nh1'1lH for oeYoral -\ho 1a :loren 'hlo• 'botoro 'ba1ac 

ropatr1atol.. h 1o 4n'bto4 liT tlt.o a'buq 'IIU\hor .,thlac - 'Ito uao for ~· 

1a thlo oatocor,. It llppoaro thot aWUoaal. otopo oa 'bollalf of tlt.ooo .r .... voro 

not taltc \7 tho ....... ,, 

'fhroo, I\ 1o otatot \7 tho Go- Jorolc1l Offioo oooUoa of law of wr for 

iat-t a4 aohoaco thot tla• aro aot a'blo to proYiu \ho lvloo v1 th _, ia­

fo~1oa -Ill alae tu fah of Latla Aaorl- 1atora- ..,.not troa Tittel otaoe 

\llq vo oono14orot '117 t11a o- Qoywa•t ao .Jwa fra OMII(Iiot -tr101 -

o01'1U.ac vita ao M-t aoot 'bo pYa \o \h1r4 povon '117 \ho 1hz eeo, !laoroforo, 

app11oat1oa IIU _,. \7 \ho lv101 :Locatio to \ho iniorior oooUoa ~ tlt.o GorNa 

roroSca Oftioo *iolt. to 1a Uroot tiiQCia v1 th tlt.o poltoo. !lao 11v1 .. 1aoU\ot 

Yie'OnulT tlt.ot tlt.t~r '• Minot of tho p\Mo of .._Uoa of TUtel tapor\- 'IIU 

aro ono1UI'o4 oltct'blo for ozobllaco '117 tlt.o ,...1_ Go•t~~ant. !Mro IIU ao ..,11' 
frwa tho o-o. 

:rnr, AU I.aun -.rt-• thoa 4ak11lot 1a oiYilla latw n\ 0011po voro 

onorot 117 tlt.o aonnaooo &1olt. lotho pn YOr'ballT • llq 11. It IIU voll "Nr 

otoo4 troa t1t.o o- otu tlt.at thtO' wnU ao loacor qv.•Uoa tho UctU7 p~toro 

po .. Oioot '117 tlt.ooo :porooao. Jor poroono ooYWot '117 uov.na- c1Y• •rmne\T 

ao IIIIIPPl-tor, .__Un oouoratac tho naturo of tlt.o 4o-•t• 1o ..... ,or,. 

llaoo tlt.ooo p-• aro al.r~ 1a oiYilloa latill nt CIOIIpO OYW &lolt. oerto.1a 

-trol, ~ liaUot, u ouroioo4 'b7 tho hrnn hroSca Ottioo, \ho Oa14 

KWt\1'7 ooa, ea 'buio of UolaraU•• '117 lvi .. Xoocattoa a.1•'ac towr4 1aolu1ea 

ta otYilta em!t•co, la1aAer n'booquat 4oportauoa. !ho 'boo\ .., to protoo\ 

a p- aot 1a.., ea lllir 11 al. thoroforo aot ooYoro4 117 •nru- ciY• pr .. 

Yiouo\7 ~4 'bo to aot1f7 tho hnao at tho oarl101t po .. l'blo _, of hto :p-. 

ooaal. ota\u &4 to 4allYOr a Uo\-U• f roa tho 1atorootot PYOI'E•' tllat 

tlt.o rs.p\ ot\'lle po~ Ctaooraot to offeo\lYo o1Uooaolt.tp 1o rooophot 117 tlt.o 
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iater .. tM pY-t. It h fearM '117 the lwitt Lecat1oa that it it .-re 
tf •lilT a •err -.11 propertalen ef the oaeH of thit tJP•• It .. ~--Nl~ 
a.are oDlT of- ... _n•aah4 to it 'b.-e pertoa. oeaoeraM were .. ,alllM 
ia a.. iattl'PIIct CMII!P• 

J'ift. !here vu ~1oate4 to O.nan allthor1t1tt tho 
tl~ O.Ytr.ct't Declaration. Definite vor~ of the .. ol&ratiea 
\7 ll•"u lla4 ut 'bee reoelnd. 'b7 the lvht X..Catip. C•to '117 tho J.ecaUeea 
AA lafLillrT repr~ latter 11 'bolDC u4o 'b;y the hi .. J'orotp otfioo). !h1t 
h tho eed.oof tho alit ·=dn. 

VUh turlhtr rotercce to nua'berol paraullph 3 of Dopartaont1t oa'blo ' " 
Io. 360"1', the ooYOriDC lwite utlct o'bttrY .. tbt.t tOYor.l. 'bearore of~ 
d.ooaa•tt ver t 1nolu4ool 1P crwp 51 d.opone .. troa Tittel aocor~ to a 
t..,.,..,, ropor4 troa the lwitt J.ecailon 1P llorl1P. AA 1PqulrJ _. .U.1Uol 
\7 J'tlltohar r~ the KY1MIIll1t7 of the llpanith •'bat•T 1a llorlia 
aetoolatlJIC u .. u with roprotontatioat '117 lvi .. ~t101l repr~ tha' 
-~· In at llUCh at ac1T a ..U. -\or of raprHIIltati Yet of a~~&tr&l 
oouatri" are etlll 1P lltrl1P, 1t it 'btliOYol 'b7 J'tlltchar that raprotontatloa 
'b7 two oouatri .. a1cht baft a tllchtlT creater chance of llll4Co .. 1P tpltt tf 

( tho ooapltttl7 n~athe attitude 'b7 the O.rMIIt• 

Paraphra .. 1 9/11/f.f. 

( 
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Datet a.pt•ller 7, 1~ 

l!ec1.. 8t30 P••• 

Secrot&l'7 of 8teto 

waahtact ... 

8901, 7th 

Ju4ap .. t P:ISTII! LLOYD 3d. reporte f ollov1QC 

ltat-t 'D7 Pr.tor Lakatoo on Jev1oh poliCJ nw 

lllmcarlan Oc•ernact. 

I lalov axc:luaiCIIl tl-oa public lifo of tho .. 

mmcarlan op.-ki~~& lN.t rac1&ll7 &lie el•onta who 

on4.&ncere .. mmcartan Oo-•nU7 partlculerl.7 our Juot 

war bae not 7et bean coaplotol7 aeblnet. I un 

....u-o pu.liUc opWon ve vtob to lllllto .,1r1 tu.a1 ant 

-oalo ouperlor1t7 of l!l.mc&rlan raeo oecuro \lot ill 

tr~tion&l l!l.mcarlan lmaulo -er; hovoYer iapcrtant 

Jovtob probl .. ~ be ito oolutlon in pr .. ont tancoroua 

till .. o&llllot be a:cluoiTo al.a of OcT-ct. 

IWIIli~ 
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BJR 
Dl.atribution ot true 
readiA& only 'by opeoial 
&rrant;eMat. (SECRD W) 

"'B"B4 S8Y 

A!IKARA 

Circular 

Sept•'blr 7 , 1~ 

6 P•• • 

!he following YIRB oa'bl e no . 106 11 to r Hiroohllann 

SeTeral requaata h&TI already been reoeiTed 'by the 

'll&r R•tu&~~ Board tor tinanoial auiat&noe in the relief 

ot retugeeo in area• liberated 'by the Allied aili t&ry 

tore••· 

For your into,_t1on and r;uidanoe 'll&r Retut;ee Board 

aot1nt1eo are to 'bl atri otly l1•1ted to the reaoue and 

relief ot the not~ ot en ... y oppreaaion who are i n 

~ent d&n&•r ot d-..tb, t hat 11, who are atUl in en-r­

oooupied territory. Retugee problema in liberated areal 

are not ( rep~&t not) re&&rded u 'blin& within the Board • • 

tunotiona . .t.ooor diAt;ly, i t you reoein requeota 11aited 

to the relief and aaoiotanoe ot retugeeo in a reao liberated 

troa the Germana, you ohould r efer euoh problema to ~. 

tbe appropriate ailit.&ry autilori tie a, the Inter&o•ernaent&l 

Co.-dttee on Retugeeo, priT&te r e tugee ort;&ni&&tiona, or 

oth.,. national or international groupe 'llhioh are authorized 

to deal with -ttera ot thh nature. 

The toregoin& a -1 bot be oonatrued to lim1 t the 

&otintill ot the Board dealing with arrant;-.ota tor tbe 

r-.oral ot retugHI in liberated &re&a who•• preoenoe oerTea 

to diaoourage and prennt the reaoue ot additional retuge11 

troa en~ooupied &r~&o. 

Thi• meaaage h&l been repeated to theother WRB 

Special Repreaent&ti n abroad. 

HULL 
(OLW) 

CODE ROOih Phaee repeat, uein& tollowint; openint; aenteno11, 

to the aiuiona 'below. 
Stookhola - '!'be tollow1J1& WRB oable 11 tor Olaen 

Liabon - The following WRB o&ble ia tor Otxter 

118 

Caaert& - The tollowiJ1& WRB oable 11 tor Ackermann. 

WRB 1llllV 111:0 

9/T/..a 
liE NOB SE SliP 
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S!CRf;T 

OPTEL No.292 

COPY NO _ _.;)..:..) _ 

NOT TO BE RE- THANSYITTED 

Information received up to iO A.M. 7th September 1944, 

1 . l!Am 

11 9 

tiR~e Waters 5th. Germans i n USHANT surrendered. There , . 
are some ~lned beach defences but Bay of Lampaul and the roads 
on Island are free or mines , 

2 . MILIY.RY 

~~thern Fran~~· 7th U.s. Army has pressed on towards 
DESANCO!I and iliJCI' and have reached SALINS. Further West French 
f orces supported by armour are closing in on CHALON .. sUR-SAONE. 

~y. ln Adriati c sector where there has been very 
stiff fighting , ene~y has heavily reinforced his positions 
North and South of CORIANO . U.K. armoured forces have captured 
CORIANO but enemy still hold high ground North and South or 
it. On 5th Army front betvleen F'LORI':NCE and coast local 
advances have been made against wealtening enemy opposition. 

B.Y.s.,UA. Russ! ans have captured TURN1J .. SERVERIN on 
Roumania··Yugoslavia fr -.r. tier , 

3. AlB 

~stern F:~· 6th. Heavy bombers dropped 1,495 tons 
on strong points and du~p5 at HA\R£ 9r.d 580 tons on EUDEN, 
concentrations good. Thunderbolts and Spitfires harassed 
enemy transport in Low Countries and ~estern Germany. 

6th/7th. 8? aircraft despatched 
(l missing) to HJ.MBURG and other targets . 

tl;!-'l.RDU · Roumani!L!lnd Yugosli)Y..,U. Escorted Fortresses 
and LiberGtors dropped 1,060 tons on 7 ra ilway centres and 
bridges and 225 tons on m111 tary targets . 
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September 8, 1944 

I called on Cordell Hull, and I found him looking very 
tired end very badly. Before I could say anything, he immedi­
ately started in on this story of his troubles with Welles, 
and be went into a long harangue about Argentina, end he said 
that he had nobody in the State Department whom he could t rust 
to talk to - I gathered be meant on the South American situa­
tion - because they were all loyal to Welles , and he particular­
ly mentioned Duggan. He said they looked at him with en absolute 
stone face when he asked them anything because they felt that 
Welles might be back in control at any time . 

Hull said that the President had asked him to go to 
Quebec , but he told him he couldn't go because he had been 
working so hard on this South American thing all by himself 
that he was exhausted. 

I told him that I was dhcouraged after the meeting with 
the President because be seemed to be influenced by Stimson, 
and Hull just brushed Stimson aside and said that the President 
wasn't going to listen to Stimson and that I should forget about 
him • . I said I didn't think we could forget about him. 

Through the whole conversation I fe lt Hull was holding 
back on me , and I got the feeling that he wasn't telling me 
everything. He went on another one of his tirades that the 
President didn't consult him, and that he had sent Wallace to 
China on a foreign mission without either of them talking to 
him. 

I feel from what Hull said that he didn ' t want the President 
to discuss the economic future of Germany at Quebec. He said 
that Churchill would listen to some squeaky voiced man from the 
Foreign Office. He said that he~ad asked the President to take 
a representative of the State Department with him t o Tehran 
so that if they accused the President of making any statements 
at Tehran, the State Department man would be a witness that this 
had not taken place . I asked him whether a State Department 
man went with the President and he said, "No." 

Again this is particularly bard to dictate 
things t hat Hull said were more by inference and 
I bad to sort of draw D1 own conclusions. 

because the 
innuendo, and 
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Be said that there were interdepartaental comaitteee on 

this German buaineaa aet up in Europe, and they should aake 

a report, etc . I said, "The trouble ia, Cordell, the President 

baa never given a directive on how he feels Germany should be 

treated.• Bull said, "Oh, the President ia all right on this 

from a number of conversation• I han had with hia. • So I said, 

•well! I don't feel the i~ ia and the first thing we know 

we wi 1 be in Ger.aan1 and we will have no policy." Je said, 

-well, you heardthe President say he wants to put the Germane 

on a aou~ kitchen diet and Stimaon wants to give them luxuries." 

I said, I know but I still say the President baa got to give 

out a directive on how to treat Germany." I told him about 

the Eisenhower Proclamation No. 1. He didn't seem to know 

&Dfthing about that. I also told him how we got the War De­

partment to change it . I said that during the next three months 

the thing in Germany will have to be settled, and I kept re­

peating that the President should issue some kind of a directive. 

Then Bull said, -well! the President should have somebody like 

Jtm.r Byrnes who could advise him to go ahead on this matter.• 

Bull said, "But I don't think JL..; Byrnes is going to take it." 

So I said, "Well, I don't know from what the President said -

I don't think be ia going to give it to Hopkins." Bull said, 

"I suggested that it be ,Bopkins.• Be said he thought it was 

a eort of nice gesture. I said, "Did Hopkins tell you he 

wanted itt• and be said, "Ho, but he told aoaebody in the 

State Department he did . " 

Then Hull said that he hoped that the President wouldn't 

take up the question of the parti tion of Germany and the 

economic future of Germaur at all at Quebect, and just confine 

the conference to militarr matters. Be said that Russia 

wouldn' t be at the conference and it might get them upset if 

the matter was discussed. !gain these are not his exact 

words , but they are his thoughts aa I interpret them. 

I said again that I thought we ought to try to get the 

Pres ident Saturday to decide on some kind of a statement which 

would clarify his position in regard to Germany, and Hull 

thought that we aight do that. 

Of course underneath it all I think Cordell resents ~ 

bel~ in on thla. One of the things that surprised me at this 

aeet~ng was how he brushed off Stimson and said that I didn't 

have to f!~ any attention to him. However, I think be ia 

underest ting Stimson's influence - I am sure of itl 
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Hull told me he dra!ted a Tery stiff cable during the 
last four or fiTe days to Churchill for the President. 

·····-·· 
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'!l~Jr: 

Opara tor : 

John 
HoOley : 

'IY.J r : 

V • . . 
!l~!Jr : 

~~ : 

lr.!J r : 

!'. : 

HMJ r : 

M: 

Hl~Jr: 

!t. : 

!fl~Jr : 

" · .. 
Hl4J r : 

!·! : 

Hello. 

HoOley. 

Hello. 

Jack. 

Yes . 

September S, 1944 
12:37 p . ~ . 

You :no&t likely kno•.; t.1ls already through 
your sources but the Chancellor or the 
Exoheoquor has agreed to t~n cents. 

Oh , no , I didn ' t know. 

Yeah, I got a letter from 3rand. 

~od. You did? I saw Br~nd at that "Wilson• 
last night and he sald he dl~~·t know whDt 
they were go1ng to do . 

Well . . .. 

So •. .. 

a letter hae come ln this morning. 

I'll shoot ~Y telegram off then . 

They' v <> agreed to the te:1 cents. · 

Good. Flne . Thanks , fellow. I ' ll shoot 
my telegram rlght off . 

Thank you . 

Right. 

1?3 
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GROUP 

Present : Mr . D. W. Bell 
L!r . Gaston 
Mr. White 
Mr . Smith 
Mr . Sullivan 
Mr . Peble 
Mr . Blough 
~lr . Haas 
Mr . O' Connell 
Mr . Gamble 
Urs . Klotz 

September 8, 1944 
4 :00 p.m. 

H.M. JR: I just thought I would get reacquainted 
wi th some of you , 

MR. BELL: I haven ' t a thing. 

MR. St~LIVAN : You recall, you asked the Commissioner 
and me to prepare material from which a r eply to any 
attack on tax admini stration could be made, and then you 
said you wanted to see it . ~e have that material . Do 
you care to go over it? 

H.M. JR: Yes . 

MR. SULLIVAN: I shouldn ' t think you would, but there 
it is . (Hands material to the Secretary. ) 

B.M.JR: Yes , I would. 

MR. SULLIVAN: There is a man by the name of Andrews 
who ha s been in Internal Revenue for thirty years, an 
able fellow who has been parti cularly helpful to the Tax 
Legislative Counsel's office . 

:i. 24 
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GROUP 

Present: Mr. D. W. Bell 
J.!r. Gaston 
Mr. V.hite 
Mr. Smith 
Mr . Sullivan 
Mr . Pehle 
Llr . Blough 
Mr . Haas 
Mr . O'Connell 
!.lr . Gamble 
Mrs . Klotz 

September 8, 1944 
4:00p .m. 

H.M.JR: I just thought I would get reacquainted 
with some of you . 

MR. BELL : I haven ' t a thing. 

MR. St~LIVAN : You recall, you asked the Commissioner 
and me to prepare material fran whi ch a reply to any 
attack on tax administration could be made, and then you 
said you wanted to see it . ~e have that material . Do 
you care to go over i t? 

H.M.JR: Yes . 

MR. SULLIVAN: I shouldn ' t think you would, but there 
it is . (Hands material to the Secretary. ) 

H.M. JR: Yes, I would. 

MR. SULLIVAN: There ia a man by the name o! J.ndrewa 
who ha s been in Internal Revenue for thirty yeara, an 
able fellow who bas been particularly helpful to the Tax 
Legislative Counsel's office. 

1?4 
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(Mr . White and Mr . Gaston enter the conference . ) 

~R. SULLIVAN: They prepared a letter for your signa­
ture to him on his dismissal, if you would care to sign it , 

H.M. JR: On his dismissal? 

MR. SULLIVAN : On his retirement, I mean. 

(The Secret ary signs letter . ) 

UR. SULLIVA!, : The National Distillers have several 
brands of straight whisky. 

H .~ . JR : Ha ha ha , ·How many people in the room have 
been approached on this subject? 

(Showing of hands . ) 

H.M. JR: O. K. 

MR. SULLIVAN : They propose to convert those brands 
into blends . Commissioner Nunan and Mr . Berkshire talked 
with me on the subject. I said that I was confident that 
that was a matter on which you would want to pas~ yourself . 

Mr . Nunan sent me a memorandum on t hat, also, which 
you might care to take to the farm . 

H.U. JR: They want to convert to what? 

MR. SULLIVAN: From straight whi skies to blends such 
as t.!ount Vernon , Stewart insists in each instance that 
if this is permitted it will be conspicuously set forth 
on the label that it is a blend and not straight 11hieky. 

H.M. JR: What does Mr . Sullivan say? 

MR. SULLIVAN : It will still be A~ount Vernon and it 
will be a blend rather than straight whisky . 

MR. BELL : They always say blend, don 't they, on 
every label? 

. ... 5 
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lffi. GASTOrl: N 0 t ~hen it is bottled in bond or 
straight whisky. It will certainly be a swindle unless 
they have t he word •Blend" read as plainly as the words 
"Mount Vern on . " 

MR. O' CONNELL : Every bottle that is a bl end tells 
you on the back that it is e blend, end how much alcohol 
it contains, but that would not meet the situation . 

MR. HAAS : Don ' t they have price ceilings, John? 

MR. BLOUGH : They want to keep on using a label 
on t his . 

H.M. JR: I am sorry, but this telegram just came 
from the house. I gather everybody thinks the name shoul d 
be changed? 

MR. GASTON : ' I don't think that they should be allowed 
to .put out a blend of Mount Vernon ~hisky and distilled 
s~irits under the label ·~ount Vernon" unle ss it reads 
r1ght along on one line, the word "Bl end" being as big 
as "Mount Vernon "--"Mount Vernon Blend . " 

H.M. JR: Well, look, I appoint Sullivan , Gaston, and 
Joe to pass on this thing. 

Joe, you decide it . (Hands Mr . O' Connell memorandum 
fran Col!lllissioner Nunan to Mr . Sullivan . ) 

MR. SULLIVAN : I am signing a let ter to Cordell Hull 
this afternoon that wjll grant certain privileges to UNRRA 
end its employees . I wanted to take i t up with you in 
detail when it was firs t proposed; it was to apply to all 
in t ernational or~aniza tions . I am willing t o do this on 
my own responsib1lity and won ' t bot her you with this . It 
is legislation. 

H.M. JR: Whet else? 

M:R. SULLIVAN : That is ell . 
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H.U . JR: I am going t o ask the people that I haven't 
seen and give them first chance . 

Roy Blough? 

~R. BLOUGH : I can report that things are progressing 
in our tax study, but not very spectacularly. I am some­
what more encouraged though by t he fact that v;e really seam 
to be getting into things cooperatively with Mr . St am . I 
am scheduled to leave town tonight for several days to 
talk with, talk to, and consult with a bunch of tax people 
in the Middle West at a number of meetings . I will be back 
here next Thursday morning if that meets your approval . 

H.M. JR: Watch your publicity, boy. 

MR. BLOUGH : You have seen what I am talking about . 

MR. GASTON : Yes . 

MR. BLOUGH : It is pretty safe , isn't it? 

MR. GASTON: Yes , it is not propaganda stuf f at all . 

MR. BLOUGH: It i s sort of innocuous, the publicity 
people say. 

H .~ . JR: What else? 

MR. BLOUGH : I don 't t hi nk there is anything else that 
is very important. 

H.M.JR: George? 

MR. HAAS : I just have a few things to report on . You 
have replies to two of those four lett ers you sent out . The 
War Department said yea , they had made some studies and 
they would turn them over in detail to the War Production 
Board and they had converted them and made projects of 
~1plo~ent a.nd we should fet tham from t he Director of 
Planmng over there, who s Stacy May. I got in touch 
with May, and they are turning the stuff over to us, and 
I am having it put in charts so you can see the picture as 
they outl ined it . 
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The Navy Department letter wasn't very satisfactory. 
Forrestal wrote a note to you and said be was having 
Captain Strauss write ~o me . He gave me a list of stuff 
and said it didn ' t mean much because their contract bas 
been replaced, and so for t h, and as to the collapse of 
Germany he didn't know what the situation was because the 
Chief of Naval Operations hasn ' t indicated yet, but I 
got it from other sources tha t there will probably be very 
little cut, if any, in the Navy. 

H.AI .JR: That was in the papers . 

UR. HAAS: There is another development . The President 
wrote to the Director of the Bureau of the Budget asking 
him to get in touch with other departments and get out a 
census of manufacturing of 1944;in addition to that make a 
survey along the lines of what you have been fighting fo r 
for a long time on, consumer' s income, expenditur e, and 
saving. So I guess we will have one of those as of the 
close of '44 . There is nothing to be done immediately, 
but t hey have appointed a committee they call the 
Committee on Reconversion Stati stics , It is all to t he 
good, but i t won't be somet hing we will have tomorrow. 

The other thing, we have been spending most of our 
time on these near -term finan: ing problems. 

H.~ .JR: Before you go into that- -at Cabinet Krug 
sai d be would turn his whole organization loose onto what 
was g oing to happen on cessation of fighting in Germany. 

l<R. HAAS : Vlbo seid so? 

H .~ . JR: ~ man by the name of Krug. 

MR. GASTON: The new head of V•PB. 

YR. HAAS : That is where we are getting the dope . 

H.M.JR: He eays he has done it the last couple of 
days . 

MR. HAAS: They have this material--we have some of 
the over-all figures . 

?8 
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H.M. JR: Here is something you can read, but nobody 
else in ¥our office can read it . The War Department is 
really g1ving me the low-do~~ . They really got the figures . 
(Rands Mr . Haas an envelope . ) 

MR. HA.AS: They are going to have it by States, too. 
Plant by plant they are tabulating it over there now. 

H.M.JR: When you are f inished, give it to Dan Bell. 
I don't want it circulated outside. 

MR. HAAS: The t is all . 

H.M.JR: They are taking a very, very realistic view­
point on this t hing. It is mostly the work of General 
Greenbaum . We!l, they do know, of course--

lfR. HAAS: They are furnishing it to us . That is 
the main part, and we ere converting--what does it mean , 
over-all Treasury expenditure? Then we are taking a more 
drastic assumption than they take . We assume Germany 
collapses in October and Japan is out three months later . 
~~at aoes that look like? 

H.M.JR: At Cabinet today t hey said t hey estimated 
that at the end of the war there would be either ei ght or 
nine million t ons of surplus food available in this country, 
and t hat in the world next spring there would be available 
a billion bushels of wheat . Then they immediately got on 
to this particular law of Congress , they would have t o ask 
for two billion dollars to support farm crops . 

I asked the.m where they thought they were going to get 
the money from-- this was Byrnes, Vinson, and the Acting Sec­
retary of Agriculture-- •well, it is just an let of Congress; 
they wi ll either have to furnish the money or t hey wi ll rescind 
the legislation . " ·I said, "If anybody wants t o bet, I will bet 
they will rescind the legislation . " Then I said, "The emphasis 
should be on increased consumption. " BUt nobody of that whole 
group- -they ere going to go through the whole business all over 
a~ain like 1 33, you see . There is no new thinking. They 
wl}l have curtailment of crops, subsidies, props underneath . 
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But the idea of increasing the standard of living, increas­
ing consumption, and pennanently solving the thing--it ia 
just a complete blank. It is the most discouraging thing 
I have listened to. Jny methods of helping people abroad 
to consume increases--it i s all the same cycle all over 
again . To my surprise, the only person at all interested 
in what I was saying was the President . He seemed to be 
very much interested. But I am not going to get started 
on that . I have enough right now. 

MR. GASTON : They are vital to New Deal poli cies . 

H.M. JR: V~ coul dn 't we be for increased consumption, 
increasing the standard of living of the people and trying 
to solve unemployment through increased standards of living? 

YR. GASTON : That is the sixty- four dollar question . 
How can we do t hat? 

H.IJ. JR: Bit the fact that we can't doesn ' t mean that 
it can't be done . 

I went up t o Canada in 1932, after the President ' s 
election , to talk to him about a wheat conference . Now, 
by God, we are right back where we were in ' 32, with a 
billion dollar surplus and nobody thinking about how to 
eat it up . 

MR. GASTON : That billion bushels represents one big 
year's crop, doesn ' t it? 

YR. HAAS : Yes, a record one . 

H.M.JR: As I say, I am not proposing to take it on, 
but I am just passing it along in case you run 9ut of jobs . 

MR. BELL: Harry is running short . 

H.M.JR: Yes, very shor t . 

llR. BELL : Be has enough to last him over the week end, 
I think . 
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~. SillTH: I have nothing. 

H.M. JR: Look, Fred, take a l ittle interest in those 
Elmer Roper t hings and some of t he other t hings for me . 

MR. S!.:ITH : I am pursuing that . I wrote you a memo. 

H.M.JR: Yes, but that memo- -you know, there is no 
enthusia sm t here . 

MR. SMITH : I have been in t ouch with Roper and 
Gallup both to get the stuff here . 

H.M. JR: You couldn't ~et it f rom your memo . I am 
interested in getting s~~e 1nside dope on the trend of the 
election, you see . 

MR. SMITH: I will give you the inside dope on the 
trend of opinion; I don ' t know bow much t hat translates 
int o election . 

A!R. WHITE: We would like a little running start . 

H.hl . JR: A.nyv1ay, you are in on it? 

llR. ~ITH: Yes, sure . 

131 

I.:R. HAAS: I v.ant to thank JOU for the peaches; I forgot 
to . 

MR. GASTON : Oh, yes . Are they just coming into 
yi elding? 

H .M. JR: We just finished yesterday. 

MR. GASTON : But these are new trees just coming ~n 
t h.i s year? 

H.M.JR: No, the reason they are so small is on account 
of the drought. 

WR. GASTO~ : I didn 't know you had been growing peaches . 
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H.J.! .'JR: Yes, but we only get a crop every three 
years . These are trees that are inter- planted wi th 
apples. They are small, but they have a nice flevor, 
and they bring a nice price . Ther brought three dollars 
and sixty- three cents; I hope it 1s legal . I didn 't ask 
O' Connell . 

AfR. O'CONNELL : That is the way to handle those, keep 
away from me. 

MR. GASTON: Vie haven't been able to get anything but 
peaches that are green when we get them, and they are rotten ,. 
before they are ripe enough to eat . 

~ffi . SMim: I have nothing further, except I nearly 
ran over a truck caning out of the Department of the 
Interior marked "National Apple Service . " I am trying to 
find out what that is . It wa s an awful delapidated truck. 
If. t he service is as bad, you wouldn't be interested. 

H.M. JR: Gamble? 

1!R. GAMBLE: I have several matter s that I have on 
your desk that are pressing. One is the Gehle matter . 

H.Ll. JR: Listen, fellow, you have seen me. I didn 't 
raise the question. Inasmuch as you didn 't raise the 
question, I didn ' t raise it . Do you want t o bring him 
down? Wednesday would be safe . 

MR. GAMBLE: Wednesday is fine . 

H.M. JR: Shall I say eleven o'clock, Mr . Gamble and 
Mr. Gehle of the Chase National Bank? 

MR. GAMBLE: That is G- e-h-1-e. l'hat is all I have . 

MR. O'CONNELL : I t may sound a little bit dry, but 
we have been spending quite a bit of time l ately on a 
number of important revenue problems . The one that I 
wanted to mention--you may have seen it in the papers 
recently--it hasn 't r eached epidemic propor tions, but a 
number of situations in which corporations in hiring 
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new executives end paying the executives, compensate 
them in part by giv1ng them options to purchase stock 
of the company at a future date, or some period, or 
over a period of years. In some ca ses the option price 
is substantially less than the market value of the 
stock at the time its option is given, and of course, 
in all cases in which the option Y1ould be exercised, 
the purchase price of' the stock would be substantially 
below the market price of the stock . It presents some 
very difficult legal problems from the standpoint of the 
taxation of the compensation to the employee . It also 
presents sane probl ems with respect to salary stabiliza­
tion, because v.e have t hat respo11sibili ty, quite apart 
from the tax field. 

It is quite complicated, and the legal problems are 
difficult because the courts have not given us any very 
consistent set of rules to follow. \\e are at present 
asking for certiorari from a decision of the circuit 
court of appeals in Philadelphia which ruled against us 
and reversed the ta x· court, ruling contrary to a deci­
si on in the second circuit court up in New York . 

It is quite difficult to Know whether -­

H., . . JR: I quit! 

l.'R. O' COI.NELL: But take a situation like ~orenson, 
where he was hired at V.illys-Overland at a salary of fifty 
t housand a year, plus a right to buy fif ty or a hundred 
shares of \',i.Llys- Over land s took . His option price was 
three dol.lars a share, and i.mmedia tely after t he announce­
ment that he was going to be the president, the s tock went 
up to about seventeen dollars a share. Enough to know--

h .~. JR : Really? And this Bureau knew be was going 
into that position ~ t he Stabilization Bureau? 

MR. O' CO!.'NELL: Oh, yes. 

133 

J.fR. BELL : Didn ' t know the st ock was going up, thou~ . 
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t.'ll.. O' CONNELL: They didn ' t know in time to get in 
on it. Actually, t l.ey were asked for a rulin~ after he 
had been birea . I haven • t found any way in vrb1ch anyone 
around h& l·e has profited from t hat sort of a situation . 

But they are rather difficul t questions which I am 
sure Muld be interesting at the man en t . 

11.M. JR: I t is too canplicsted for me. It is like 
the President at Cabinet asking about 1\apoleonic laws . 
Nobody knew it . I counted around and I said, "Mr. Presi-
dent , besi des yourself, t her e are nine attorneys at this ~~ 

table . Son.ebody ought t o know ! " But tlJere were nine law-
yers. 

MR. 0 ' COl-NELL: Well, I am sorr :1 I mentioned i t . 

1I.l~ . JR : V.'hat else , Joe? 

1:1L O' CONNELL : 'l'ha t is all . 

H.!!JR: I &ave Gast on this letter . (Refers to letter 
to Mayor LaGue rdia.) 

MR. GAS~ ON : Yes . After looking over the whole 
f ile, I was tempted to write a ~uch stronger letter. 

Actually, I rewrote it, taking out - modifying 
one paragraph in which tney said it was outrageous , 
so forth . 

}f.R. 0 ' COHNELL: "Reckless and extravaga nt. " 

t he t 
and 

I.:R. GASTON : I took the "reckless a nd extravagant" out. 
It is being typed now. I left it just before I came in, 
in my office t o be typed • 

• 
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li.M . JR: Thank you, Herbert . 

MR. GASTON: 

l:R. \'1liiTE : 

L.R. GAS'i'QI, : 
Ur . James Byr nes , 
El Paso . 

I am being harried about it . 

Tuat is where I got my name ! 

By the \',n! te House - tna t is to say, 
ab ut the filling of the vacancy at 

I called Senator Connally today ana the Senator said, 
"Please give me anothe r week ano if I don ' t give you a 
name by another week from now" - YlhJ then we could appoint 
anybody we wanted - that is, the man in the ~hi te House 

want s us to appoint . 

I told him a week wes rather a long time in view 
of the appr oach of adjournment . 

Tnen he said, "Give me a couple of days . " 

J< .~: . JR : They tell me they have this Texas Prima cy 

P5 

tbing straightened out . Senator Truman said that last night . 

I.'R. !';ASTON: So if Connally can 't get together wit h 
Senator O' Daniel in the next couple of days, we are to 
be f ree to send over tile New ~·exico narr,e, for whi ch 
there seemed t o be some reasons - ar&ument s- -

h.l' . JR: Anything else? 
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LIIL GASTO!l : \'lell , t he McCormack- Curley combination, 
flushed with their success on Burke , named John Cur ley' s 
son- in-law. John Curley died . He was fatally ill all 
t hrough his tenure of office as Comptrol ler of Customs, 
and he di ed and they have named his son- in- law, one 
Franci s Murphy, to be his successor. 

JJR. SJLLIVAN : Was &lr ke confirmed , Herbert? 

MR. GASTON : No . 

116 

His father works in the &lreau of Internal Revenue 
in Boston . , . 

H. M. JR : '!/hat kind of a boy is he? 

MR. GASTON : He seems to be a nice l ooking young 
fellow. He was an All American f ootball player at 
Boston College . · He was excused from t he draft on account 
of being i n an essential occupation. That was a job 
on a lathe , which is li sted as irregul ar. He hasn ' t 
wor ked at it in several months , because there wa s no 
work! 

MR. O' CONNEI.L: How do yoiJ. feel about it, Herbert? 

MR. GASTOK: I th ink he is a pretty nice young 
fellow. 

MR . PEI!LE: A genius ! 

MR. BELL : A good r ecommendation. 

MR. GASTON: I told this story to Jim Barnes . 

H. J.! . JR : And so what, Herbert ? 

MR. GASTO:i : J im Barnes i s goi ng to give me a \'lord 
on it . 

H • .M . JR: He'll go to bat fo r you . 

ldR. GASTON: Oh, I betcha, yes ! 
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H.I! . J!l : Any ot her good news? 

UR. GASTO~I : I don' t think so . 

H.M. JR: ;Yhere do we stand on t he Olrich-OPA matter? 

MR. O' CONNELL: Hight where we've been right along. 
I talked t o J.ir . Olrich a couple of times about it 
t oday, and it is just in the same status . The thine is 
still before OPA here . It is still up to Ur . Field, I 
believe, the General Counsel , t o decide; and Olrich 
feels , and I t hink he is r ight, that unless someone else 
wields a little i nfluence ~lith !Jr . Field, why the de­
cision will cont inue to be adverse t o Lr . Olrich. 

~. Olrich "as eoing to talk to Mr . Cl$YtOn and to 
Mr . Brownley, who is llr . Cley-ton ' s and l.l.r. Olrich' s 
friend in OPA, today . But he hadn 't talked to them up 
to the time I came to the meeting. 

H.!.!. JR: Is he in town? 

MR. O' CONNELL: Air. Olrich is i n to1·m today . He 
knew of that situation . I sent him a copy of that 
letter t his morning. He told me 11hen he was in New York 
yesterday he tried to see 1~yor LaGuardia . 

H. ll. JR : I t hink it would be a nice t hing to let 
him look at t his befor e it goes . (Refers to letter to 
A!83'or LaGuardia) · 

Am. GASTON : I think you had better look at it , and 
I think Olrich ought t o see it. 

H.M. JR : I have signed it. 

Tell Olrich if he wants any help, he had better get 
in touch with me tomorrow. 

J.ffi . 0' CON?IELL : He did try to see t he Ma;ror yesterday, 
and the Mayor was out of t own . 

H.M. JR : I'm talking about the OPA matter . Tell 
Olrich if there is anything he wants from me to let me 
know, will you? 
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liR. 0 ' COtJiELL: All rie)lt , though I doubt there is, 
because he is in constant touch with Brormley and Clayton. 
I really think all is being done that can be done , but 
I 'll give him that word . 

MH. ffiLLIVAN : Olrich is sending you a memorandum 
on some shoe-repairing contract where you thought Cliff' 
Mack was a little careless . They recovered about four 
hundred thousand dollars . Olrlch v;ent t hrough it and 
said t here was no carelessness there; the proper safe­
guarding clauses 1vere in the contract. I wasn ' t familiar 
with it . He asked me to tell you the ~eco is on the way 
over . 

H.:.!. Ja : Now, who else? 

DR. 7/ .. ITE: I have one thing t l.at must be decided . 
The State Department is pressing us to pass on some Lend­
Lease agreements to Belgium and Holland . Those partic­
ular agreements are not im!'ortan t , but the French one 
is also involved. 

The specific question at i ssue is whether or not we 
are going to go ahead with lend-leasing funds out of the 
Lend-Lease account for reconstruction pur poses . France 
apparently t hinks they are goine to get two billion 
dollars . 

There are two questions; one , do you want to get in 
it at all, or just say the Treasury wants t o stay oul of 
it . Or do you ·want to postpone any action on t t ose 
t hings unt i l some deci sion is made with respect t o t hat 
committee that you had in mind? 

H. M. JR: I think, Harry, that pending the President ' s 
deciding something on t hat, I ' d like to keep out of these 
things . 

DR. WHITE : '!hen r;e ' ll keep out of it completely 
until that time . They will gc ahead with it , then . 

H .~ . JR : Vlho is going to go ahead? 

DR. 'M:.ITE : State Department and the FEA . 

..... 
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H.[ . JR : Let them. 

MR. SUUIVA!f: How soon are we go i ng ahead on that , 
Harry? 

DR • .'li!I TE : On t he Belgium and Holland thine, right 
away. 'lbe French thi ng will take a little time . 

H. !.!. JR : What do you t hink , Dan? 

1m. BELL : I am afraid of that long- term credit 
arrangement in the Lend-Lease Act . I don' t think it has 
ever been explained t o Congress . 

H.M.JR: I offered to take the full responsibility in 
heading a committee; t he Pre siaent hasn't done anything 
about it. Now, unless he gives me the responsibility, 
I don't want to share it . 

UR. BELL: Haven ' t we been in on that in some way? 

DR. WHITE : Yes, we have been in on it, and now we 
are up to where 1ve either approve or we fight it . 

H. h:.JR: Look, this thing is being held up by Hull. 
I ' ll get word to Ur . Hull that I am pe rfectly r.i l ling to 
l et hi m handle it. If anybody wants to get in on any 
bets , I'll bet they don ' t settle 11ithout insisting on 
my being on • 

.. . DR: '.'IP.ITE : We have informed t hem-we .. don ' t like th~ 
idea of using Lend- Lease funds for reconstruction pur­
poses, and we didn' t think that was the original intent 
and t here ' d be trouble with Congress , and so forth . 

So t hey know hov: we feel , but we haven' t given the 
official Treasury position. That is what t hey are 
pressi ng us for. I suspect if we say tte don' t want to 
have anything to do with it, t hey will worry. 

1m. BELL: General Hilldring said there wasn' t one 
word up there about reconstruction and Lend-Lease . 

H. t.! . JR: I don ' t want to be a party to it. 

139 
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MR. SULLIVM. : Just as long as your objection is 
registered--

ll.M. JR: Do you agree with that, White? 

DR. .'/ ITE : Yes . I would try to phrase it in such 
a way that it would apply to use of Lend- Lease funds for 
reconstruction purposes . 

H. I.~ . JR : Now, I told the President at Cabinet about 
the ten-cent mark . Jus t for the record, because I for­
got, when I took it up •'lith the President, I didn' t 
tell him about the twelve and a hal f cent, because I 
remember his saying, "I don ' t like t he twelve and a 
half- cent mark; I want a ten-cent mark . " 

I t ried to explain to him that one U. S. Milit ary 
Llark Vlould be exchanged for one German m.e.rk . Then be 
said, "Do you mean a gold mark or another kind?" I se.i d, 
"A eol d mark. " 

DR. 'li!liTE : There are no paper mar ks . 

H . J~ . JR : There isn ' t more than one kind, is there? 

tilt. V:HITE: Only one kind ci r culating in Germany . 

H . .. . JR: ae is under t he impression t ner e are tv.o . 

Mil. GaSTON : There were t hese blocked accounts • 

1 '0 

. J.R. 111l!TE: Yes , but within Germany, what the popula- · 
t ion uses f or currency, and what the prices are set i n , 
are t hese mat•ks and exchange of parity, one for one . 

M.lt. Bl-.U. : I have nothing . 

Mrt . PEnt~ : I take it you saw Nick Gregory's piece . 

li .w. JR: I sent it back t o you. 

Mn. PEHLE : He is certainly no friend of yours . 
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H.J.U.JR: Shaeffer says i t is a wonderful article . 

1.\ll . PliliLE : That is not my reacti on , Mr . Secretary. 
I t hink he is sharping at you . 

H.M.JR: Have you seen it, Fred? 

Mh. SMITH: Yes , 1 got the s8.Jlle reaction that John 
did . 

H. M. J]{: I will have Shaeffer down if I can before I 
go . 

~. ~~ITH : I talked to Shaeffer about it. tie thought 
t t at the resume of your accomplishments there was good . 

H.M.JH: Like Shaeffer thou~ht t hat this book by Crider 
called "The bureaucrat" v.as very frieiJdly to me . I thought 
he was crazy . 

what 
that 

Well , I don 't know - I told him to see Gregor y and see 
he could do. Do you (South) want to follow t hrough on 
Vlith me? 

iAn . ~ITH: Sure, I ~~i 11 check . 

rl.U. Jk : because i t is the last paragraph that looks 
as thol!i;h s!Debody again was sharpshooting - the very last 
paragraph. Another one of these r esignation stories--

J,IIt , SMITH : My hunch was that it v:as just stuck out 
on accoun t of November coming up again. 

ll. ll . Jlt : Well--

V.k. PEHLE : This is the Inquirer . I don 't know whose 
paper it is . 

Mk. GASTON : The t i s our f riend t:e sent to the peniten­
t iary - Annenberg. 

bill. PEI!LE : The Ledger. 
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MR. GASTON : The Ledger doesn't exist any more. The 
Ledger us the Curtis paper which went out of existence . 

H.M. JR : Have a l ook at it. \.e haven ' t had anything 
like that for about six months; it ' s about time • 

•. ;h . Si.:ITH: That is right . 

H. t.! . JR: You wouldn' t want t o say, would you, John , 
that on cessation of firing in Germany that there is every 
reason why the Hefugee Board should fold up? That i s r:hat 
you told me. 

t.ffi. PE!iLE: Tuat , as you knOT<, _is our t hought . ThHe 
is a possible political consideration t here , and I think 
t hat we had better wait and see what the atmosphere is . 
But there is more to t nis art icle than that, Mr. Secretary. 
There is more to it than the mention of resignation . Tl1ere 
is sort of an anti- Semitic slant all the way through t hat -
the way I read it . 

H . ~.l . JR : I didn ' t get that • 

• ~. PEHLE : Maybe I am over-se.:siti ve about it . 

H • .• JR: You have heard~ story about Irving Berlin ' s 
v.ife? She was on the trip wi th Mrs . hoosevelt , and just to 
ma~e conversation - you know she is a very devout Catholic -
just to make conversation, this man on the car - my wife 
11as present - said, "You know, A I'S . Berlin, I don ' t think 
your husband writes quite as good music as he used to ." 

She said , "You are nothine but an anti - Semit e . " 

So you sound like Mr s. Berlin . 

~!h. . PEHLE : I Muld like to hear Herbert' s reaction , 

MR. S'..UTH : 
Gr egory likes to 
story around it. 

Nine ty percent of that i s because Nick 
take not very much and build a sensati onal 
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Ma. GA..iTOtl : I think the underlying purpose here is 
just v.hat John Pehle t hinks it is . It is like that thing 
tha t was sprung once before . I think it was the Inquirer 
that di d that. 

i:i .!I . Jk: When I was in Eur ope'! About ;;oin~ to 
Pal estine? 

Mlt. GAS'I\)t, : It said you Ylere ~oing to resign to head 
some lionist organization - UP carr1ed it. 

M.H. \llli!TE: They have been saying i t for six year s . 

1 3 

If they say it for ten years more, maybe they will be right 
sooner or later. 

H . ... JR: 'rl'hat a man ! I thought you o.ere .cy frie nd . 

bell and White and Pehle , O' Connell and liaston will 
stay . l1e will talk about Germany, now. 
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Phoned Mr . Smith and told him that the 
~cretary wanted him to personal ly get 
\.~se tn Elmo Roper and see what he can 
find out . 

ltJ.4 

Regraded Unclassified



... . , . • 
TREASURY DEPARTMENT 

lKTBB OFFlCB COYWUNICATIOR 

DATB 

Secretary Jlorgenthau September 8, 1944 

1'8011 Fred Smith~ 

( 

.... ,,, ,,,,, ....... , •.. ~ ,. 
For your i nformation : 

Elmo Roper' s poll was 

George Gallup has a continuing poll which is running 

in the newspaper s. I have been told that Gallup is work­

ing very closely with the Dewey forces and is keeping 

them advised about publ ic reacti on. I don ' t know t hat 

this is a fact , but I am quit e sure . 

I think Roper is a good Democrat, and might be l ured 

int o doing the same thing for the Democrats if anyone 

nade proper overtures , and if any intelligent use were 

made of the results . 

I will try to get copies of the existing polls . 
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Septnber S, 1944 
Fred 8111 th 

Seor etarr Morgenthau 

Yeeterdar ' e PM had a atate~ent i n the paper 

about t he poll that Elmo Roper 111 making up on 

Rooeevelt va. Dever. Where do ther get that tro•' 

Could r ou get the tull details ot the poll? And I 

want the B:~et reoent poll and please watoh it and 

Jteep ae intol'lled ot anr other pol1 t1oal poll whioh 

ia being run. The mo1 t r eoent one ot !i:l~o Roper' a 

hal been the 1101t encouraging. 
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TREASURY DEPARTMENT 

INTIS OFPICB COWXUMICATION 

DATB 

Secretary Korge~~ 

llr. Shaeffer ~ 
September 8, 1944 

Nick Gregory tells me his story was based upon a eerlea 

of deductions from information picked up at several eourcee. 

The first foundation wae the three-way meeting in 

Secretary Hull ' s office which he wrongfully concluded dealt 

with the War Refugee Board. 

Gregor,r asked .a to suggest to you that at no point in 

the stor.r did he make a definite declaration, but throughout 

the story hedged by successive usee of "maya• "mighte" and 

"it ie believed". 
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September 8, 1~44 
4:30 p. m. 

REVISION OF GE!d.Wl SlJ!tRE!<DE!t DOCUMENTS 

Present : Mr . D.W. Bell 
.L!r. \',hite 
Ur. Pehle 
!Ar . Gaston 
',{p . 0 ' Connell 
L11•s . Klotz 

Mrt. PEHLE: Your friend Robert Hurphy is ooming in 
to see me at fi ve o'clock. 

rl.l!. JR: How far along are you, !.\!'. White? 

!.!A. \\lUTE : \•e ar e not very far along. \-te v1ere just 
havi ng a meeting, seeing whether we coul d improve on that 
stat ement of principle s . We think we can make some 
moderate changes , but on the whole , we don ' t think that 
we can improve on i t. 

The only possibni ty that you might consider for 
tacti cal r easons, i f you think it is wise, is not to speak 
of completely obliterating the rtuhr, but leave the coal 
mines . · 

That would be a partial retreat from the position 
if you t hink it is warranted in t he light of t he opposit ion. 

H . ~l . JR: I don ' t know. 11ho is actually working 
on this with you t his aft ernoon? 

Wt.. \UITE : Bill Taylor and Harold Glasser and Joe 
DuBois , and a couple of othe r boys . I don ' t see what we 
can do to show it graphically . 

H.M. J R: I would like to talk with you people this 
evening about it . Are you f r ee? 

Mit. WHITE: Yes . I am sure t hey would be glad to c ome. 
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H. • JR: I ca.n take t h ree people . I don ' t "an t to 
bother Bell. 

Herbert? 

l.L~. GASTON : I haven't any engagement . 

H. !l . Jrt : Would you like to come to supper? 

Mit. GASTuN : Yes . 

rl .!!. JR: Then why don ' t you and Pehle and \'ihl te come 
f or supper . You (O'Connell ) are not in on it right now, 
are you't You are keepin.; your eye on it? 

LUt. 0 ' ootmELL: Oh, yes; I am in touch with Joe . 

!1 . ~; . JR: Then if Herbe rt and Pehle and · lhite wi ll 
come to supper - the~ do you v1ant anybody after supper? 

Mit. VIJilTE : I t hought you wan ted to ta l.k about it 
during supper - otherwise, we v1ould come after supper . 

lt.M.JR: No, I would enjoy having you peopl e for 
supper. 

Mk. PERLE : DuBois and Taylor . 

J.Ut . 0 i'hil;'i~o: 
0 

I think DuBois a nd Taylor. 
simple, nhy not have Otto nathan , 1\hO knows 
thor oughly? 

If it is t hat 
Germany so 

H.M. JJt: Anybody you Ylant to br i ng . You (O ' Connell) 
are keeping in touch? 

Mlt. 0 ' OONNELL: Oh, yes . 

H.M. JR: Then what I thought I woul d do , I v.ould 
start in again tomorrow morning with you peopl e - say, 
abo ut nine- thirty, or so, tomorrow morning. I s that all 
right? 
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~.:.~ . PEilLE : Are you goin6 to have your tv.o- hour 
meeting? 

H.;,-! . JR: Yes, t nat is wuat I am aiming at . It is 
one hour. 

All right . 

If \llli te wi ll stay--

1 0 
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TREASURY DEPARTMENT 

I N TER OFFICE COMMU N ICATION 

DATE Sept • g, 1911.4. 

TO Secre:~:genthau 

Ltr. H"Pff 
The attached memoranda oonoernlng near- ter111 fina.nolng 

problema may appear very formidable, but may I suggest that you 
read the au111mary and conolueione and such other parts as your 
tlme permits. The notebook is indexed to f acilitate reference. 

I hope you can spare the time to give us about two eeaaiona 
to d1acues some of the pr oblems with you. wr. Bell and wr. Gamble 
have bean given copies of tble material. 
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T REASURY DEPARTMENT 

I NTER O FFICE COMMU NICATION 

oAn Sept. 8, 1944 

TO 

Flit OM Mr. • 

Subject 

Secr~tar:r. genthau 

1'reae y Financing Problems During tlle Next Pew 
Months 

This notebook on the 1'reasury1 s financing problems 
during the next raw months is d1 v1ded into tlie following 
chapters: 

1. Developing a Borrowing Program tor the 1'1aoal 
Year 1~ 

2. Oona1derations Involv;ed in Determining the 
Allount or Increase 1n Treasur7 Bills During 
the 1'1aoal Year 1945 

Tbll J'ederal Ruerve Ratio and Money Market 
Management During the J'isoal Year 1945 

4. Sources or Funds tor the Sixth War Loan 

5· An Analysis or the nrth \far Loan 

6. Problema or the Sixth War Loan 

'l'he principal conclusions developed by the d1aouss1ons 
1n these chapters are as follows! 

(1) 'l'be outetand1ng amount or 1'reasury bills 
should be inoreased by $200 millions a week 
oommenoing on Thursday, September 21, and 
continuing tor three tull oyolea. This 
would result in an increase during tlle 
tiaoal )'ear or $8.~ billions in the out­
atahd1ng amount or billa. Sub stantiall,y 
all or this increaae would be absorbed b)' 
the J'ederal Reserve Banks in order to or r ­
set the decrease in 110netary gold stock, 
the increase or mone1 in oiroulat1on, and 
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the increa se in member bank re~u1red 
reeerves during the fiso&l year. The 
Reserve Banks will have to purchase 
about $9 billions of Government securi­
ties t o offset these items in any event, 
and billa constitute the best medium 
for such purchases. The maj or consider­
a tions involved in determining the amount 
of billa to be issued during the fiscal 
year are d1souesed in Ohepter 2. 

(2) Treasury-Federal Reserve policy should 
be directed to continuing ease i n the 
money market. The market hae been ex­
cellent ever einoe D-dsy. Thie is no 
time, however, f or e~eriment to deter­
!Une how little support is enough. The 
app~~aohing hour of Victory may test the 
Willingness and abili ty of the monetary 
authorities to assure a good market in 
times of peace as well as in those of war, 
and the result of this teet should be 
clear . No fundamental action with respect 
to the Federal Reeerve rc.tlo will be neces­
sary, however, until after the turn of 
the calendar year. 

( 3) The Sixth ~lsr Loan should be held com­
mencing about the middle of November. 
There i s little to be gained and much 
which might bo l ont by a postponement 

(I+) 

(5) 

of the date of the Loan. The pros and 
cons of postpone;~~ent are discussed in the 
first part of ~ter 6. 

It is suggested that the formal goal 
of the Sixth Loan be oet at $12 or Cl3 
billions; although total sales of $16 
billi ons have been assumed in blocking 
out the financing program for the yea r. 

In view of the d1ffioultieo likely t o 
be encountered in the Sixth Loan, i t is 
believed that it should be set up ae 

. .. ..... . 
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(6) 

(7) 

liberally ae possi ble. With this in 
view, it is suggested t~t the basket 
include ( aa it d1d i n the Fifth Loan) a 
short-term note ae well as f certificate 
and a medium- ten& ~ond eligi ble tor bank 
purchase after the drive. 

Various t echniques t or uee in connec­
tion with the Sixth Loan, euch a s a 
canvass ot bank depositors and a pro­
posed change in the manner of counting 
eal ee of Sarles E bonda, are d1ooueeed 
in Chapter 6. 

The financing program blocked out for 
the year envisages a Seventh Loan to 
be held ln Hay and June of next year , 
W1 th total sales of about $12 billions 
and a lower goal. ~~tber d1eouaei on 
ot this Loan is, of course, postponed 
t o a l ater date. 

I t the financing program above outlined should be 
adopted and carried out, the cash balance ot the Treasury 
would r each a l ow ot about $7 billions i 2med1ately prior 
t o the Sixth Loan, and of about 36 bilfions immediately 
prior to the Seventh Loan. These balances are somewhat 
on the low side and it might be desirable to add a d1reot 
bank financing (other than the increase in bills) between 
the Sixth and Seventh Loans. I t seems et the present time, 
however, that tbA disadvantages of an additional d1reot 
bank financing prior to the Sixth Loan would more than ott­
set the desirability of an i ncreased balance at that t i me. 
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0 Chapter 1 

Developing a Borrowing Program for 
tho Fiscal Year 19~5 

SUMMARY 

The following table shows the estimated amount of fin­
anci al outlays by the Treasury in the ~iccal year 19~5 , and a 
proposed borrowing program to take care of these requirements . 

(In billions of dollars) 

Estimated financ i al outlays: 

Deficit..... ................. ...................... l+e.4 
Redemptions and oaeh ~turities ......... . . . ......•. 14. 5 

Total outlays. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • . • 62. 9 -
Proposed borrowing program: 

Sixth l·lar Loan; November-December....... . .......... 16. 0 
Seventh 1'/ar Loan; Kay-June . . . . . . . . . . . . • • . . . . . . . . . . . 12. 0 
New Treasury bill program. . . . . . . . . . . . . . . . . . . . . . . . . . 7. g 
July portion of Fi:t:th 1·/ar Loan..................... 6. 5 
Other financing (continuing programs , etc . ) .•. ....• 15.1 

Total borrowing. . . • . . . . • • . . . . . . • . • . . . . . . . . . . . . . . . . . 57 . ~ 
= 

Change in caoh balance. . . • . . . . . . . • . . . . . • • • . . • • . • • . . . . - 5. 5 

157 

I t ~:ill be noted that financial outlays are eetl.mated at 
$62. 9 billions for the fiscal year. This estl.mate is developed 
in Part I of this chapter. The major assumption made regarding 
expenditures is that Germany will be defeated by December 19~1+ . 

See Chart 1 . 

Tae proposed borrowing program of ~57 .4 billions ie dis­
cussed in Part II. I t is assumed that there will be $16 bil­
lions of sales in the Sixth l·lar Loan in November- December L and 
$12 billions in the Seventh Loan in May-June next year. ~be 

declining t rend of sales from the peak of $20. 6 billions in the 
Fifth Loan ie expected because ot increasing optimism over the 
military situation and the f1nano1al and unemployment problems 
in reconversion. 
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On th1e basis lt will also be necessary to raise about 
4S billions in a direct bank borrowing program sometime during 
the remainder of the fiscal year. I t is suggested that thia 
bank borrowing ~rogram take the form of a weekly increase of 
~200 millions in Treasury bill s , beginning September 21, and 
tentative plans made to carry this increase through three full 
cycles of thirteen tteeks . This would provide ~7 . ! billions of 
net: money . ( Se" Chart C') 

The bill pro0 ram ie recommended as against ether financ­
ing because it t11ll provide the moot suitable securities tor 
the Federal Reoerve System which tlill have to acquire about 
JS.9 billions or new securities during the fiscal year to off-
set the drain on member bank reserves (1) from gold withdrawals , . 
and increaseD in torei gn balances , (2) from increases in money 
in circulation, and (3) to provide new reserves ae require-
mente increase with the e~ected growth in bank deposits . 
These considerations are discussed furt~er in Chapters 2 and 3. 

llith the proposed bill pro;;ra::l the cash balance on 
November 15 ~~ill be ,)6. 9 billions II' en the proceeds or the 
Sixth 1•/ar Loan cay bet;in to come in . Such a balance ls probably 
satisfactory but it brings out the need for starting the Sixth 
War Loan ae early as possibl e in November rather than running 
the bale.nce dotm turther. On ~Jay 15 the cash be.lance ~tould be 
$6. 1 billions , but it l·tould ·oe up again to $13. 2 billions by 
the end of the tiacal year. 

~dering the financing period August through December 
alone , estimated financial outlays e~d the proposed borrowing 
pro:;ram 1~ould be ae follows : 

( In billions of dollars) 

Estimated financial outlays : 
Deficit ................•.......................... 
Redemptions and cash me.turities .................. . 
Total outlays ........... - - .. . . ·;;· ... . .... . • · . - ..• · 

Proposed bcrro11ing progr!Ull : 
Sixth ~iar Loan ; llovember-:>eceober .............. .. . 
New Treasury bill prograll . . ....•..............•. .. 
Other financing (continuing programs, etc . ) ...... . 
Total borrowing ..••......•..........•.. .... ....... 

2) . 0 
_2.:1 
2S .6 

16 .0 
J .O 

...2.:1. 
2ll-. 9 -

Change in oash balanoe... ........................... -3.S 

Note : Figures are rounded to nearest tenth of a billion and 
will not necessarily add to totals . 
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OUTLOOK FOR FEDERAL BORROWING 
Fiscal Year 1945 

OOL~----------------------------------------------~ 
IIIII !oM 

Outlays 
....---. ---------- 62.9 - ------- --H• RwJucflollln 

~orrowilna--sr.4..,--+··a.··a- Cash &1klnc' 
IU Total"' 

Dnlcil ........._ 4M 

I 0 1------------1 

_., .. __, ., .. ~ _, __ _ 

T.l 

15.1 

War LtH1ns 

, 
• 

Bill Prog;am 

(') 
~ ., ., 
•• 

T) 
C) 
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Part I . Financial Outla~s tor the Full 
F1soD1 ear 

.I t 1& more difficult than usual to set down financial 
outlays tor the fiscal Ye&r 1945 because ot the uncertainty 
regarding the length of the war in Europe and the Pacitio . 
The Eudget Bureau released on Ausuat 2, ita "Review of the 
1945 Budget" wcioh presented new figures on tbe fiscal situa­
tion fo:r the tlsoal year 1945. The Budget figures are stated 
to have been "influenced by the hope that the liberation of 
Europe may be accomplished before the end of the fiscal year 
1945, 1·1h1le tho Japaneea phase of the war 1a assumed to con­
tinue all through the fiscal year and beyond" . The estimate 
for ~1ar expenditures included in the Budget f i gures ie C90 
billions , and is stated to compare with an annual rate in 
recent months of about ~93 billions . 

Tne latest analysis of the. Treasury cash ,osition pre­
pal•ed ty ttle Under Secretary ' s office ueee an estimate of 
Jg5 billions instead of the 3udget figure of ~90 billions 
tor 11ar expe:1-\ltures . This adjuotcent :Ulowe for a socewhat 
gTeater tapering off of war expenditures , on the specific 
assumption that the war with Germany 1-1ill end by December. 

The follo~1ing table compares the estimat ed det 1o1t dur­
ing the fiscal year on the basis of the Budget figures , and 
as revleed <lithin the Treasury . The expenditure figures 
include net outlays of Government corporations as well as 
budgetary expenditures . 

liar oxpend1 turee .... . ...•.... 
Nonwar expenditures , 

1nclud1ns 1ntereot . ....•... 
Total expenditures • . •...•.... 
tlet budgetary reo e1pts ...... . 
Def'ic1 t ......•..•........•... 

Budget 
(In billions 

90.0 

9. 0 
99 .0 
11-5. 7 
53 .4 

Treasury 
of dollars l 

gs.o 

- 9 .0 
94.0 
11-5. 7 
4g,4 

Note : Figurea are rounded to nearest tenth of-a 
b1111on and 1-1111 not neoessar1l:r add to 
totals. 
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In the present memorandum the Treasury figure of ~8. ~ billions 
estimated defioit will be used. . Chart l sho~1s the tigureo tor 
six-month periods . 

To estimate gross outlays durinb the fiscal year it is 
also necessary to c~~culate the amount of probable redem,tions 
ot savin6 s bondo and eavines noteo , and cash maturities ot 
marketable eecur1t1es . It is estl~ted that savinee bond 
redemptions will increase gradually during the next few months 
and tiill reaoh new pe~s to.,ard the end of the f1soal year, 
making a total ot J3. 7 billions tor the year. Redemptions of 
sav.ings notes are estimated at .,;7. 6 billions , of •,;hioh 7. 0 
billions would be redeemed for taxoe . 

Cash maturities of marketable oeourities are estimated 
at ~} . 2 billions . I t is assumed that Treasury bills and 
oertif!cates of indebtedness 1·11ll be rolled over as they 
mature . I n the case of certificates , incomplete exchanges 
on maturities ll€jt;;regat1ng ~30 billions ~Till call for an esti­
mated 92. 5 billions of cash paywents . It is assumed that 
notes caturing during the year and bonds becoming callable 
for the first ti~e will ali be refunded by exchange offeri ngs , 
but that incomplete exchanges will amount to $ . g billion. 

The total financial outlays for redemotions and cash 
maturities 1·1oul.d thue come to ~1~. 5 billions . I f this amount 
is added to the 3~. ~ billions estimated deficit , the total 
amount of gross outlays for the fiscal year comes to $62 . 9 
billions . 
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Part II. Blocking Out a Borrowing Program 

In blocking out a borrowing schedule for the tisoal 
year 1945 , the first requirement is to set down the beat 
guess as to how muoh will be brought in by war loans . It 
i s assumed that the Sixth \far Lo&n will be held in November­
December and wlll bring 1n about $16 billions. The substan­
tial reduction as compared with sales in the Fifth War Loan 
is based on the probability that public response to war loan 
activities will be i mpaired by the optimism engendered by 
the mi litary situation. The end ot the war with Germany may 
already have come or German defeat will probably seem close 
at hand. Reconversion will ~e closer than ever before , 
bringing with it the potential need tor the liquidation of 
business funds invested 1n Federal securi ties , and the danger 
of unemployment to labor. Under these conditione, it is goi ng 
to be harder than ever to sell eecuritise to both individuals 
and businesses. The estimate ot ~16 billions sales may 
indeed be optimistic but we are taking it as a "beet guess• 
tor the moment. 

lfe are ae~uming that the Seventh War Loan will be held 
in May and June next year. This will be a longer period 
between war loans than has been ouetomary but war optimism 
will probably dull the aggressiveness ot the sales organiza­
tion, as well ae the gener al public , and it is therefore 
assumed that a somewhat longer rest between drives will be 
deemed desirable. Sales in the Seventh \lar Loan will p robably 
be further substantially reduced and we are assuming that they 
will amount to $12 bil~ions . This itself may be a diff icult 
figure to reach when the time comes, because ot 1ntensif~ed 
war optimism. 

Accep ting these figures tor war loan sales , how will 
the cash balance hold up throughout the fiscal year and what 
additional financing may be necessary? The attached table 
analyzes the Treasury financi al situation in t1ve convenient 
periods during the fiscal year. These periods are made up 
alternately of months in which war loans are conducted and 
ot months between l oans , a s follows : 

July 19~ (the last par t of the Fifth War Loan); 
August- October 1944; 
November-December 19~ (81xtb War Loan); 
J anuary-April 1945 ; and 
May-June 1945 .(Seventh War Loan) . 
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Aaal7aia of t he frea.ur7 71ma#f1al Situation, 7iacal Year 1945 

( la bil1iona of do11ara) 

1944 

Jul7 : 
.lt.lc.-: IoT.- : 
Oct, : Dec, 

1. 7iaa.acial cutla7a1 
a , Deficit • •••• • •..• . •.•...••.••.. ....•.•.....•.... .•... .. .•..... .. . 
b. SaTiJI&a bond r..to.ptlou • •.••••••••.•••.....•....••... .. . ..•...•.• 

5· 9 14,2 8 , 8 
. 2 . 8 . 6 

c . SaTi~~&e aote reda.pthu, •.•••••..•.•••••.••....... . .......•... .. 
d. Caab •turitl .... . . . ........ ................... .............. ... . 

. 2 1. 8 1. 5 

.4 .s . 4 
• · 'fotal tiuaoial outl~ • . . ......... ..... .. ... . . . . .. .. . . .. . . ..... . 6.8 17. 2 11, 4 

2, 11orrov1JI& prograa, uc1udill& uv bank tliWici»« pr ogru: 
•• Cca tlnul&~& pror;raa., etc: 

(1) S..vlJI&a bonds, .•• .. .•. •••• ~ ••.••. .. ....•.. . ..... . ... .. .. ...• • 2, 1 .1 
( 2) S..TiJI&a ao t ea. • • . . . . . • . • . • • • • . • . . . • . . . . • . . . . • • . . . . . . . . . . . . . . ·1 
(~) Securl t7 aalaa to 7edara1 aceaciaa and trust tuade •• •••••••• ·1 · 9 . 8 
( ) Lilli t id aalea to co~~:~erc1al banka 011 bade of tlaa deposito, . 2 • . 6 
(5) Increaaa 1a fre&eurT bUla Wider old progr-. . .•.. .. . ......• . 8 . 2 
(6) Other (deposltaey boada , trust twsd cash, · ate. ) •... ........• , 1 .4 . 2 

b, Yar lou a • . .... ... .... . ........ .. ....... . ......... . .... .. .. . . ... . 6 . 5 16.o 
c , !otal borrovt:ac • .•. ........ ... .. . ••....•.. .. ...... .. ............. 8. 4 4. 2 17.6 . 
Chlulca ia caan balance axc1udl~~& """ ba llk tiu.nclng program •• .•.....• +1. 6 - 1). 0 +6. 2 

Cub ·balance , and ot period, .••.. · . ............. : . .................. 20. ~ 7. 2 13. 5 

3 · Propo .. d .. v ballk ti~~&ncin& procr~ 
a. lncraa .. 1a Tre&SUl'J blllo .. .-: . ; ... ....... . . .......... . ......... . 1,2 1. 8 
Oba:ace in caah balance vitb nev bank financing progr2m. . . ...... . .•. .. +1,6 - 11. 8 +8. 0 

1945 7iaoal 
Jaa. -.: Mq- I Tear 
Apr, Juae 1 te tal 

12. 9 6. 5 48.4 
1.4 ·1 J.k 
2. 4 1. 7 1· 
1. 2 · 1 ) . 2 

17. 9 9 . 6 62. 9 

2.9 .1 5·1 
1. 0 1.7 
1.2 1. 4 5 . 0 

. 1 . 6 1. 6 
1. 0 

. 2 -.1 ·1 
12. 0 ~.5 

5.4 1).9 49. 6 

+4.~ - 12.5 -1). , 
1. 0 5· s. 

).4 1. 4 7.8 

-9.1 +5. 7 -5·5 
Caah balance, and o:! period .. .... ; .. .. . • • . . .. . . .. .. .. .. .. . . . . .. . .. . :::;20;:·~3~====:::;,=:±==:6:===!f::'== 8.4 16. 5 7.4 1).2 1).2 

(Caab balance on aa1ectad dat eal June )0, 1944, $18. 7 bi11iona; NoYamba r 15, 
.6. 1 billloas. ) 

1944. $6. 9 billions; 

Oitica of t he Sacra t&rJ ot tha ~e&eurT• D1Tia1oa of Ruearch &ad Statlatlea. 
lfoh l J'lcur•• are rouaded to neareat tenth of a b1lllon &ad vill not neeeaaar117 add to totals. 

• Leaa than $50 ailliona. 

and 11&7 15, 1945. 

Saptu bar 6, 19114. 

I 

a-
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Section l or the table shows estimated financial outlays 
for each period. Section 2 analyzes expected borrowing in 
war loans and in continuing programst but excludes any direct 
bank financing probrnm which may neea to be adopted. The 
chanees in the cash balance under these assumptions are 
shown in the last part of Section 2 . It should be noted that 
these cash balance figures are on the same basis used in the 
Under Secretary ' s resular analysoe ot the Treasury cash posi­
tion and nre not the same as the working balance figures 
published in the Dally Treasury Statement . 

The cash br1anoe at the beginning of the fiscal year 
was ~1g . 7 billions . By the end of July it had increased to 
.j2o. 3 billi ons . Allowing for no bank financing Drogram it 
is esti mated that the cash balance will drop to i7 .2 billions 
by October 31 , 1944, and to $;. 1 billions by November 15, 
~en the proceeds of the Sixth Loan may begin to come in. 
~ is suggested that the balance be built up by & bank !inane­
in£ pro~am begi nn1nb ae soon as possible. 

This bank financing program will have to be continued 
in the early months of next year, tor as Section 2 of the 
attached table shows, the cash balance will be drawn down to 
extremely low level& by the beginning or the Seventh liar 
Loan unless a eubstantial bank financing program is adopted. 
I t is estimated that without bank financing t he cash balance 
Will be e1 . 0 billion on April 30, and negative $.7 bill ion by 
lo!ay 1;. 

libe.t form shall this bank financing take? The alterna ­
tives are (l) further increases in Treasury billa , or 
(2) market offerings of certificates! notes or bonds. It is 
our view that further increases in b lls would 'Orov1de the 
wiser choice. · 

During the fiscal year, it is estimated that the Federal 
Reserve Banks will have to absorb $g.9 billions of securities . 
T111s estimate is calculated with reference to the amount of 
bank reserve& which the Federal Reserve Banks will have to 
provide the commercial banking system during t his year. These 
requirements will be ~2. 0 billions esti mated gold outflow and 
increase in foreign balances 1n tais country, $4. g bi1liona 
estimated 1ncreaee in money in circulation, and $2. 1 billions 

HiS 
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increase in required reserves of member banks. These 

figures are developed in Chapter 3, entitled "The Federal 

Reserve Ratio and Money l-!arket Management During the Fleoal 

Year 191j.5. " . 

Some ot these securities the Federal Reserve will be 

able to pick up in the market , particularly through the 
repurchase of eone of the bills l~hioh com11ercial banks 
absorbed as their reserves were treed in June during the 

course ot the Fif th l~ar Loan. It is important however , 
that Federal Reserve acquisitions in the market not be held 

ott unt11 banks are foroed~by shortages of reserves to 
unload some of their securities , thereby creating a weak 

tone in the market . Rather the Federal Reserve aoauisitions 

"should be timed so that the market is at all times ·in a 
vigorous mood. The best way to insure this is to provide an 

increasing supply of Treasury bills tor the Federal Reserve 

to absorb . In this way reserves will be provided the market 

regularly each week o~er a fairly long perioa, and adJust­

ments in bank reserves will be facilitated . Also the central 

bc.nk 11111 be acquiring the mos t logical instrument tor this 

parpose1 n~ely, a short-ter~ instrument at a low rate of 

interest . For furt her discussion of theee consideratione , 

see Chapter 2, entitled "Considerations I nvolved in 
Determining the Amount of Increase in Treasury Bille During 

the Fieoal Year 191j.5• . 

I t is proposed that the weekly increase of 9200 millions 

in Treasury bills be resumed September 21 and tentative 
plans made to continue suoh an increase through three cycles 

of thirteen weeks. This 1~ould raise $7.8 bill i ons , or 

approximately the amount of additional financing needed. 
And this amount of bills , together with increases in bills 

under the old program in July and August , would take oare 

of the Federal Reserve required seouritiee duri ng the f iscal 

year. Of course , the financing situation should bs reexami ned 

from time to t ime to s ee lthether conditions may have changed , 

and other financing plans may be called for , 

In Section 3 of the table figures are presented on the 

proposed bank financing program of increased Treasury bills. 

Under this program the working bal~oe on October 31 would 

be $8, 1j. billions and on November 15 it would be reduced to 

FG 

Regraded Unclassified



0 

() 

0 

- 9 -

f6 .9 billi ons, Such a balanoe would be none too high oon­
sider1ng the uncertainties faoinB the Treasur y , and t he 
fi5ure pointe up the need for beginning the Sixth War Loan 
as early ae possible i n November 1n order to avoid further 
drai ns on the balnnoe, On Apri l 30, the balance would be 
~7.~ billions , and it would fall to ~6 . 1 b1ll1one by 
!lay 15. 

To sum up , the borrowing pro r m pr oposed would bri ng 
in ~57.4 billions as against f i nano1al outl ays of $62. 9 
billions durin6 the fiscal yeer, The ficur~e are summar i zed 
in Char t 2. Ae shown in the chart , the oesh balanoe would 
be reduced $5. 5 billions during the fiscal year, or Cl . O 
bil.lion more than the reduction esti mated i n the "Budget 
Review". The oash balance at the end or the fiscal year 
would be $13. 2 bi llions. 

• 
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Considerations Involved i n Determining the 
Aaount or Inoreaae in Treasury Bille 

During t he Fi soal Year 1945 

The amount by 'llhioh the outstanding volume ot Treae­
urr bills should be inoreaead during the tisoal year 1945 
may be oone1dered from the point of view of the poeition 
of {1) the Federal Reeerve Portfolio, (2) the Commero1al 
Banking System, and (3 ) the Treasury. Considered from 
any one of these points of view, it appears desirable that 
the volwae ot outstanding billa should be increased during 
the tisoal year by approximately the amount of the axpeoted 
inorease in the Federal Reserve portfolio of Government 
eeouritiee --i.e., about $9 bi lli ons. 

( 1) The Federal Reserve Portfolio. Aooording to our 
eetiaatas, It Will be naoessary for the Federal RsserYe 
Banke to inorease their aggregate portfolio of Government 
eeourities by $8.9 billions during the tisoal year 1945· 
Thie inorease will be neoes aary tor the tol.lowing purposes: 

(Billions ot dollars) 

To ot t eet gold outflow and 
increases 1n f or ei gn balanoss 

To ottset inoreasee in money 
in oiroulation 

To otteet i ncreases in member 
bank requ1re4 reserves 

Total 

2. 0 

2.1 

Eetiaatee, aade by others, or the aagnitude s or these faotore 
alght d1tter someWhat from thoee 1St ~orth in the above 
table, but not by a suttioient amount to atteot the oon­
olue1ons ot this meJDOrandwa. 

The aggregate amount of purohasss ot United States 
securities wnioh must be aade by the Federal Reserve Banks 
oan be altered only by ohang1ng in one wa;r or another the 
amoun• o t the taotors shown in the above table. The aggre­
gate volume of Federal Reserve Bank purchases of Government 
securities oannot be atteoted by ohanging the type ot se­
curity Wbioh i s made available tor them to purchase - -
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e.g., if more billa are made available for Federal Reserve 
purchase, feuer purchases of other types of a.eouritioe 
will be necessary; and vice versa. Bille are the ideal 
medium for central bank investment because of their per-• 
feot liqu1d1 ty and minimal earning rate. It would appear, 
therefore, that the interest of the Federal Reeerve port­
folio as euoh would be beet served by an 1noreaee in the 
outstanding aaount of Treasury bUla during the fiscal 
year approximating the r equired increase in the total port­
f olio. 

(2) The Commercial Ba~~in~ System. Since the estab­
lishment on April JO, 1942, othe 3/5 percent posted buying 
rate, Treasury bil la, when held by commercial banks, have 
been ae good as oxoeoo rooorveo. This is because they are 
instantly convertible into ouch reserves at a predetermined 
rate. A large volume of Treasury billa, therefore, increases 
the liquidity of the banking system, and eo places it'in a 
better position to handle the shifts in the location of de­
posita vhioh are likely to occur after t he close of the war. 
A large bill portfolio also tends! of course, to hold down 
the rate of increase in commerciaL bank earnings, but auoh 
earnings are adequate in any event. 

The total holdings or billa by commercial banke, whioh 
reached a peak of about $7. 3 billions on May 31, 19~3. had 
fallen back to about $3. g billione on l!ay 31, 19~, princi­
pally as a result of the diecontinuanoe of further inoreaeee 
i n Treasury billa in September 19~3 . and a consequent ab­
sorption of a l arge portion of the ~vailable supPly by the 
Federal Reserve Banke for the reasons d1eouseed in the first 
section of this chapter. The aggregate bill holdings of 
commercial banks r ose to about i5· 7 billions on July 31, 
19ij4, because of the increase in the outetanding volume of 
bills and of the movement of reserves incident to the Fifth 
War Loan. The latter influence has nov spent itoelfi how­
ever, and will operate in the reverse direction unti the 
beginning of the Sixth \'far Loan. A substantial increase 
in total bill volume during the fieoal year 19~ will 
probably serve to keep commercial bank holdings approximately 
constant. If the total volume ie not increased, or i s in­
oreaeed only slightly, commercial bank bill holdings will 
continue to ahri~~ as the available auPPl:r of bills is absorbed by Fade~ Reserve dema.nd. 

Regraded Unclassified



0 

c 

- } -

(}) The Treasury. The Treasury's intereet i n hold­
ing down the burden of the public debt would be served in 
two ways by a large increase in bill volume during the 
fieoal year. This is beoauae (a) Treaeury b1lle are them­
selves economical finanoing, and (b) an increase in bill 
volume will help maintain the general ease of the money 
market, and eo will hold down the cost of other borrowing. 

Most of the $8.9 billione or neoeesary increase in 
the Federal Reserve portfolio during the fiscal year will 
appear in the first i netanoe ae a drain on the reserves 
of commercial banks. If th1e drain is accompanied by a 
Treasury bill progrBIII of corresponding magnitude, it will 
be offeet almost automatically by a corresponding inrlov 
of reserves to the banks, thus maintaining a continued 
eaee in the money market. If, on the other band, there 
ill no Treasury blll progra~~, or only a small one , commercial 
banks will be under t he constant neceesity or replenishing 
their reserves by the sale of securities directly or in­
directly to the Federal Reserve Banke. This will put them 
in a selling, rather than a buying, frame of mind; and , 
consequently, will make for a tighter money market all 
around. A substantial increase ln the volume of bille 
during the fiscal year, therefore, will result in lower 
borrowing ooets to the Treasury, not merely because of 
the low rate on the billa t hemselves, but because such a 
pr ogram vlll help hold down other rates as well • 

... . . . . . ... . 

l 
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Chapter 3 

The rederal Reee~e Ratio and Money Market 
Management Du.ring the Fisoal Year 19115 

Introduction and Summary 

Some time ago we called 70ur attention to an upeurge 
ot d1eoueeion of the Federal Reeerve ratio in financial 
oirolee. We etated that the ratio presented no immediate 
problem, but ehould be vatohed with a view to taking or 
recommending action before the situation developed into 
a ori1ie; and you asked to be kept informed. Inasmuch 
ae the principal eign1tioanoe ot the Federal Reserve ratto 
at pruent ie with reference to the ab1li ty ot Federal to 
support the Government eeourit7 marltet, an interim report f 
eeeme appropriate at the time ot planning the Sixth War 
Loan. 

It ie · eetimated that the ratio will tall to about 
~3 percent b7 next June 30. Th1e comparee with a legal 
minimum ot 37 percent or 38 peroent, the exaot amount de­
pending on a variet7 ot oiroumetancee. Tbe tall in the 
ratio ehould not interfere, therefore, with tull federal 
Reserve eupport to the Government seourity market during 
the entire tieoal year -- wh1oh support, it is estimated, 
Will require a net addition ot about $8. 9 billions t o the 
Federal Reserve Government eeourity portfolio. 

Suitable aotion with reepeot to the ratio ehould be 
taken, however, well in advance ot immediate neoeseit7, 
in order to ma1nta1n the full oontidenoe ot the market; 
but there ie no need tor suoh action until after the aa­
aembly o"f the new Oongrese in January. At that t1me, tul'­
ther consideration ehould be given to the relative advan­
tages and d1eadvantagea of aaldng Congreee tor legielat1on 
bearing directly on the ratio or ot solving the problem 
without additional legislation by issuing Federal Reserve 
Bank notes in lieu. ot Federal Reserve notes .• 

I. What ie at Stalte 

Thue tar during tbs war, there has been 
market in Government aeouritiea. Marketable 
have generally been • soaroe11 and in demand. 

a sellers' 
seour1t1ee 
I t has been 
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a pri"t'ilege to buy them. 'fhis, 110re than anything elee, 
has tun&uaental17 distinguished Government tinanoe in 
World 'far II from tbat in World 'far I. 

'l'he continuing sellers • market in Ooveroment seolll'i­
t1es d:al'ing tbe 'llbole war period has been 111ade possible 
b7 moner market management; and has reeulted, not onl7 in 
low-oost borrowing, but in an unprecedented public confidence 
in the stabili t:r ot the prices ot Go"t'eroment aeclll'i tiu. 
!his confidence, in turn, hae made it pouible to sell large 
amounts ot Govenuaent seBIIl'i ties to nonbank investors. It 
the present control O"t'er the pattern ot interest rates 
should falter and so weaken this oontidenoe in the etabil1t:r 
ot Oo"t'ernment BeBIIl'i t7 prices, it would result, therefore, 
not onl:r in a higher cost ot borrowing, but would also 
result in more borrowing trom banks and lese borrowing troll 
nonbank investors, wbioh would continue until confidence 
could be re-established in a new and lower level ot IBBIIl'it:r 
prices - a long time ae ti- is reckoned in war finance. 

!he market has been excellent e"t'er since D-da7. !his 
is no time, however, tor experiment to determ1ne how little 
support is enough. !he approaching holll' ot vi otorr may teet 
the willingness and abili t7 ot the monetar:r authorities to 
aaaure a good market in times ot peace as well as in those 
ot war, and the result ot this test should be clear. 

II. !he Nature ot the Problem 

!he rook upon wbioh the control ot the pattern ot in­
terest rates has rested, and etill rests, is the willingness 
and abili t:r ot the Federal Reserve Banke to purchase as man:r 
Government securities as may be neoessarr in order to ottaet 
the drains on member bank reserves incident to wartime con­
d1 tione, and to proVide the member banke (and, throust~ them, 
the other co-ero1al banks) with sufficient add1 tional 
reeer"t'es to take up the whole amount ot eeourities not 
purohaeed b;r nonbank in"t'utors. Chapter 1, 'Developing a 
Borrowing Program tor the Fiscal Year 19~', as sUllies the 
tull maintenance ot the pattern ot rates throughout the 
t1soal ;rear. In order tor this program to be carried out, 
we estimate that it will be neceesar:r tor the Federal Reserve 
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Banke to lillie net add1 tlone ot $8.9 billl.one to their port­
toll.oe ot Government aeouri tiel during the tieoal ,ear, tor 
tbe tollow1ng purposee: • 

To otteet gold outflow and 
increases in toreign' 
.balanoiiB 

To otteet inoreaeee in money 
in o1roulat1on 

To ottaet inoreaeee in member 
bank reqUired reeervea 

Total 

(B1lllone ot dollars) 

2 . 0 

'1'he beet ei.ngle index ot the lega.l authority ot the 
Federal Reserve Banke to continue purohaees ot Government 
eecuritiea is the Federal Reserve ratio. This ratio baa 
a legal minimum ot about 37 percent or 38 peroent, the 
exaot &JIOunt depending upon a variety ot circumstances. 
The fluctuations in the Federal Reserve ratio, yearly ainoe 
the establishment ot the Federal Reserve System, and monthly 
einoe the beginning ot 194-<>, together w1 tb estimates of i te 
probabl e level on next December 31, and next June 30, are 
ehown in the accompanying chart. It Reserve Bank purobaeea 
ot Government aeouri ties during the fiscal year 19~5 work 
out ae indicated in tbe above table, tbe Federal Reserve 
ratio -- which was 56. 3 per cent on June 30, 1911-4, and 
5~·5 percent on August 31 - will deoll.ne to 42 . 7 pe.r cent• 
on June 30, 1945. At this l evel it would still be about 
t i ve points above its legal minimum. 

• '1'he eetimates in tb1e chapter ot necessary Ooverlllll8nt 
security purchases by the Federal Reserve Banks and ot the 
Federal Reserve r atio give no etteot to the possible imple­
mentation during tb1e t1soal year ot the llonetary Fund and 
International Bank. The ettect on tbe Federal Reserve r atio 
ot such implementation would depend upon the meohan1oe ot 
the method by which 1 t was etteoted, but would probably not, 
1n any event, exceed one or two points. It 1s also poee1ble 
that the legislation 111plementing the agreements would pro­
vide tor neutralizing their etteot on the ratio. 

PS 
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III. The 'fime raotor 

It is olear, theretore, that ample legal authority 
ex1eta tor a oontinuation ot the preeent polioy ot aoney 
aarket management without tunc!a.mental change throughout 
the entire tieoal year . B7 next springs however, a great 
many persona are going to be concerned \aB many are alread7) 
over th.e tall in the ratio . It will be deeirable, there­
tore, to take detin1te steps either to oheok the tall in the 
reserve ratio or to render euch tall ot no consequence well 
betore such step• are mechaoioally necessary. ll'e do not 
believe, however, that it will be either necessary or de­
sirable to take any such steps until the assembly ot the 
new Congress i n January~ 

IV. Al.ternativ'tJ!c'lutione ot the Problem 

!be bae1o reserve requirements on which the Federal 
Reserve r atio reate have ceased to be ot tundamental economic 
e1goiticance, and the simplest method ot solving the problem 
ot the tall in the ratio would be to request Congr.esa tor 
legislation eliminating t hem altoget her . This was the course 
taken by Great Br1 ta1n and Oanada, both ot which suspended 
all reserve requirements early in the war. It 110uld also 
seem to be the most desirable course t or t he United States 
provided that euoh legislation could be eeoured without a 
degree ot controversy which might iteelt unsettle the Govern-

P6 

. unt eecur1 ty market. Falling this, the next most eat1e­
tactory solution would be legislation reducing the reserve 
requirements underlying the ratio or malting them discretionary 
with the Board ot Governors within ranges t1xed by statute. 

'lhe tall i n the r eserve ratio might also be oheoked tor 
a greater or a lesser t i me without requesting legislation. 
Among t he methode by wh1oh this might be accomplished are 
reducti on i n member bank reserve requirements , use ot the 
gold in the Stabilization Fund, monetization ot additional 
eilver, iseuanoe ot Thomas ourrenoy, and issuance ot Federal 
Reserve Bank notes. All ot these methods, except the last, 
would oheok the tall in the ratio tor only a brief period, 
however, and then at the expense either ot considerable 
public criticism or the ' sacrifice ot other desirable obJeo-
t1vee, or both. · 

!he issuance ot Federal Reserve Bank notes -- wh1oh 
require no reserve, as compared with~ percent gold 
reserve required tor Federal Reserve notes -- appeare to 
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be the only satistaotory solution or the problem or the 
ratio wbiob does not require legislation. The isauanoe ot 
these notes i n lieu ot Federal Reserve notes would solve 
the problem ot the ratio permanently, or, in any event, 
tor a very long time to come. !be i ssuance or such notes, 
furthermore, would be subject to no valid economic objection. 
There are several obstacles to eucb issuanoe, however, trom 
a psychological point ot view. The principal ot these 
obstacles are as follows : 

(1) Federal Reserve Bank notes are issued under 
legislation specificall y limited to the bank­
ing emergency 'liliob commenced i n 1933· !be 
law says "No suob circulating notes shall be 
issued under this paragraph atter the President 
bas declared by proclamation that the emergency 
recognized by the President by proclamation ot 
March 6, 1933, bas termina ted, ••• • 

(2) The issuance , commencing in December 1942, ot 
about $660 millions ot Federal Reserve Bank 
notes trom unused stock lett over from 1933 
resulted in considerable public and Congressional 
criticism. Most ot this criticism could probably 
have been averted it the notes issued at that . 
t i me bad been continued as liabilities ot the · 
Federal Reserve Banke, rather than being i~ 
medlately conver ted into "Treasury currency by 
the deposit ot tunds tor their redemption. The 
public dOes not make tine distinctions, bow­
ever; and some ot the (unjustified) odium at­
tached to the earlier issue bas probably passed 
over to the issuance of Federal Reserve Bank 
notes in general·; .. " .. · · 

A bill to prohibit the t urtber issuance ot Fed­
eral Reserve Bank notes passed the Senate May 12, 
194'}, and is now pending in the Banlting and 
Currency Committee ot the House ot Representatives. 
No turtber action is likely on this bi ll, however, 
and it will pr obably die at the close ot the 
present Congress; 

177 

It will be much easier attar the turn ot the year than 
it is at the present time to evaluate oorreotly the considera­
tions favoring, respeoti vely asking Congress tor leg1 elation 
applying directly to the reserve requirements underlying the 
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ratio, or ieeu1ng Federal Reserve Bank notes, wh1oh do not 
require further Oongreaeional authorir.at1on. In the mean­
time, ae alreao.,- stated, the r atio will continue well above 
the legal 1111n1mum; and there is no reason wb:y the ut1110et 
confidence should not be expressed in the abil1t:y of the 
lllOn&tar;r authoriti ee to oontinue dealing with the problem 
in a aat1etaotor;r manner . 

1"'8 
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Chapter 4 

Sources of Funds for the 
Sixth 'liar Loan 

A ma j or aim or the Federal bor~owing program i s to 
obtain as large as possible a proportion of the required 
funds from nonbank investors. To t he extent t ha t thia is 
accomplished, spendable funds in the hands of individuals 
and business are reduced and i nflationary pr essures are 
lessened. This chapter will review t he achi evement in the 
last war loan with respect to the sources of borrowed funds , 
and will discuss the possibilities fo r the Sixth War Loan. 

Part I . Fifth War Loan 

From the end or the Fourth War Loan throuah July 31 , 
the Federal defioit amounted to approximately i20 billions. 
Current liquid savings in the hands of all nonbank inveators 
together necessarily came to approximately the same tiaure. 
How much or this ;20 billions went i nto Federal securities , 
and bow much went into currency and checking accounts? The 
table below presents a condensed answer to this question. 

Uses ot Current Liquid Savings of 
All Nonbank Investors 

'!'.arch- July 1911-4 

Total'bu~eht liquid'savtnga • •••••••••••• • 
Leas : Transfer of funds to banks 11··· · ·· 
Eauals: Net funds ava ilable ••• ••• • ••••..• 
Less : I nvestment in Federal securities •• • 
Equals : Funds pl aced in currency and 

chocking accounts • • •• •• .. •. .•...• 

(In billi ons 
of dollars) 

l 9. g 
..ld 
l6. g 
11. 9 

1+. 9 

!J Through time deposits and loan r epayments , but not 
checking accounts. 
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The table shove that ourr~nt l iquid eavin3e of $19, 8 
billions accumulated by all nonbank investors were reduced 
by $3.1 billi ons as a result of transfers of funds to com­
mercial banks tbrou~h the medium of time deposits and repay­
ment of loans, This l eft ~16, B billions of net funds available . 
or this amount , ~11, 9 billions went into Federal securities and 
011- . 9 billions was put into money s avin.,;s in the form of currency 
and checking accounts , 

The $11.9 billions i ncrease in Federal security holdings 
is a net figure which takeo account of market transactions and 
redemptions and cash maturities as well as gross purchases 
from the Treasury in war loans and through continuing sales 
prograa;s , In Table 1 , shown on the next page , preliminary 
figures summarizing the details of these operations are given 
for each nonbank i nvestor class, and for commercial and Federal 
Reserve Banks combined. Final fi gures will not be available 
until tabulations are completed of t he data f r om the Treasury 
Survey of the Ownership of Government Securities for July 31, 
In Chart 1 , the data from Table 1 relating to gross purchases , 
the offsets to these purchases , and t he net absorpt i on of 
Federal eecur1ties by var ious investor groups are shown. 

Table 1 brings out the fact that the i ndividual and unin­
corporated business group turned in by f ar the poorest per ­
formance, This group had n"t funde available of $9,g billi ons 
and i nvested only $5, q. billions net , or 55 perc ent , in Federal 
securities , This result needs special interpretation, however , 
in using it as a measure of success in drawi ng off inflationary 
funds . The fact is that oar fOr t he i nvestment r a tio of indivi ­
duals and unincorporated business is not 100 percent but something 
less. 

Unfortunately , it is virtually i mpossible to set any preci se 
figure for par, but t he reasons it mus t be bel ow 100 percent may 
be briefly mentioned, 

First of all , par t of t he increase i n currency and 
checki ng accounts during t he war period undoubt edly 
r epresent s genuine savi ngs of individuals , in the sense 
that t he peopl e who own the funds do not consi der them 
part of their spendable funds but are laying t hem aside 
f or t he future, The available information i ndicates 
that a substantial amount of savings i s bei ng accumu­
lated in checki ng accounts and currency simply because 
people feel that t he¥ are already buying t heir share 
of war bonds and don t know of any other i nvest ment 
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Table 1. 

Investor 
clause 

Commercial and Federal 

Net Funds 

Reserve Banke •.••••.••••••..• 

Tota.l •... .. ....... ...... . ...... 

-r-_, 
Available and Absorp~ion of 

March-July 1944 
(In billiong of dollar s) 

Net 
fWldS 

11 

4.4 
. 4 
• • • 

.1 
A 

~- q 

6.4 
g. 2 
2. g 
1. 5 

-5 
1. 3 

• 
20. 6 

20.6 

2.2 _g 
• 
* 
* • 

2. 5 
5-5 

3·4 
tt9 

Federal Securi ties 

-1. 3 -1.9 
- 4.1 -3.9 __ g 

- .1 
- . 6 - .1 
-. 6 * - . 2 • 
- .1 - . 7 

-7.6 -6. 7 

+7.6 -.2 

- -6. 9 

ffote : Figures a.re roWlded to nearest tenth of a billion and will -not neceilearUy 
add t o totals. 

• 
11 

Lees than $50 millions • 
Represents current liqui d savings plus or minus t ransfers of funds between 
investor groups. 

• 

0 

Net 
:absorp­

tion 

5.4 
. 9 

1. 9 
.9 • 

1. 1 

l . g 
ll. 9 

lO.g 

22 .6 

"' I 

f-4 
.:o 
w 
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poeeibilitiee. In additionL the Louisville Survey, 
conducted for the Treasury Department by Dr. Likert , 
showed that many persons - - and esryecially those who 
are enJoying good i ncomes for t he first t i me since 
the deoreesion -- are fearful of the future ~nd afraid 
of banks end even to so~e extent of government bonde 
as repositories !or their wartime sevinge. 

There is evidence also th~t many smell businesses 
in the unincorporated ~cup have experienced unprece­
dented prosperity during the wc r p~riod and have 
accumulated large funds out of current operetions , a 
o.oneider~ble volume of whlch is oei ng placed in check­
ing accounts and to some extent in currency. Thi s is 
intensified ~Y black market operations and the desire 
to evade taxes. 

Finally , more currency and l arger bamt bs~ances 
have been required during the war period simply i n 
connection with a higher l evel o! business and a hl&her 
level of personal incomes and exrendltures. These 
increased OP.eratin~ funds probably account for a sizable 
part of the total currency and checking acoounte now in 
the hands or individuals and unincorporated business . 
Tnis factor , however, i s probably responsible for less 
of the reo nt increases in currency and checking accounts 
t han earlier in the war period, inasmuch ~s business has 
been l eveling off since the first of the year. 

All or these elements in the situation are reflected i n 
the currency and checkin~ accounts figure tor indivieuale 
and unincorporated business . I t is obviously i mpossible to 
weigh t hem in stati stical ter ms and arr1vP at a definitive 
figure which represents par for t he investment of available 
funds in Federal securities. Nevertheless , we know beyond 
a doubt that these influences were a t work in the March-July 
,er1od and that they were partially respons ible for holding 
the investment ratio ot indi viduals and unincorporPted 
business at a figure considerably under 100. 

It is equally clear , however, that the investment ratio 
tor individuals should nave inoreased over the last year, 
whereas it has actually declined. The data show that the 
inveetm~nt of the available funds of individuals i n Feder~ 
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securities reached e ~~ak of 67 perc ent in t he Second War 
Loan perio~ , fell to &3 percent in the Third War Loan period, 
and to 56 and 55 percent , respectively, in t he Fourth and 
Fifth War Loan peri ods , Thla deoline occurred notwithat anding 
the fact t hat the selling Job bas improved with each war loan, 
How then can we explain t~e fact tr4t a scaller pr~ortion of 
i ndlv1duale 1 funds has been drawn orr into Federal s~ourities 
in each succeedinc w~r loan period? 

One i mportant fac t or l e t hnt the larbe i nvestible accumu­
lations i n the hands of some ot the r easonably well-to- do 
people at the beginning of t he war period have lon~ since been 
fully invest~d . During the early war loan periods , tho exist ence 
of these accu~~ationa meant that a few bi g sal"S resulted i n 
large volu...e . Si nce t hat time, holfever , the sales Job lu>s become 
more and core a cattor of sellin~ millions of neople relatively 
small amounts , I ndivi duals ' boldin~e of currency end ch~ck1ng 
accounts have 0~ne u~ eharoly , but the new accumulations are 
spread over more peopl e and are reraer to absor b ; consequently , 
t he inveetm~nt ratio for individuals has decl ined, Aleo , a 
considerable part of the new accumulations is held in accounts 
of unincorpor~ted business ~rA i~ difficult to r each. 

At the Treasury ' s r equest , the Federsl Reserve System has 
conduct ed a 11pecial survey of the ownershi p of checking accounts 
as or J uly 31 , 1944 , to thro\: some li ht on whPre the money 
really is, ·.le eY.pect to use the ril>"UU'es by States i n worl:ing 
out State and local quotas, Tabuletion of t~e reEulte or this 
survey is not yet co~lete , but eo e or the :;>relimi nary data 
are of consi~erable i nterest, Tot~l checkin6 accounts or 
individuals , partnersh ips and corporation& amounted to about 
$59 billions on July 31 . It i s tentetively estimated thet 
these de,oeite were distributed amonB the pri nc ipal oategories 
of owner s ae fol lows : 

I ndi viduala : 

(In b llllons 
ot dollars ) 

Unlncorpo:&ted business. .... .. ........... g 
Fa r111era . . • . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . "' 
Persor41 t r ust funds.......... . .......... 1 
Wage earners , proreee1onel ~ereons , et c . . !I 
Total i ndividuals ............ . ........... 30 

I nsurance companiee •.......•......•.•...... 
Corporat i ons and associa tions •..••• • • • •..•• 
To tal . ...... . .... ..... ........... . .. ..... . . 

1 
2g 

59 
Not e : Subjeot to revision when com:;>l:ete returns are ln. 
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Thus oheoking accounts were divided about half and half 
between oorpor~tione and individuals, Of the ~30 billions 
of checking aocounte hel d by individuals , $12 billions was 
held by unincorpora ted business and t ermers , A total ot 
~17 billions of deposits was hel d by wags earners , retired 
persons , professional persons , etc , According to a study 
&de by the Securitiss and Exchan~e Como::ission, professional 
persons hold around $3 billions of checkin~ accounts, Adding 
this to the $12 billions held by unincorpora ted business and 
farmers provides a figure of about $15 billions for all self 
employed. 

1B7 

Data by Stntes show wide variation in the distribution 
ot checking accounts between various classes of owners, At 
the present time we hPve been supplied with preliminary figures 
for almost half of the States , and dat e tor many of the remain­
ing States are now being processed. The figures so f nr rece ived 
show that even among the three lergeet States , namely , New York, 
Illinois , and Pennsylvania, there is considerable varia tion in 
the distribution of deposits between individuals and corporations , 
I n New York, for example , individuals hold approximately 30 per­
cent of total deposit s as against 4 percent for i nsurance 
companies a nd 66 percent for corporations . I n Illinois , however , 
the corresponding percentages are 40 percent , 2 percent and 5S 
percent , and in Pennsylvani a individuals hol d approxi ma tely 
one- half of all deposi ts, In some of t he western States , an 
even larger proportion of totFl checking accounts i e owned by 
the individual grouo . Kansas and Wyoming, to t ake the most 
extreme exampl es

1 
show more t~n SO percent ct total deposits 

in the hands of i ndividuals , ~nd in tive ut ner western StAtes 
indivi~uals own 70 percent or more of all checkin0 accounts, 

·.athin t he group of individuals , v. riations between the 
States in the proportion of accounts held by unincorporated 
business are also considerable, althou~h they are l ese striking 
than the ve.riations in the percentnges for individuals as against 
corporations . There are no States r eporting eo far in which· 
unincorpora ted business accounts for as much as half of the total 
deposits of l ndividuale ; in seven Sta tes , ho~tever, the proportion 
ie between 30 and 4o percent, At the other end of the scale, 
only one Sta~e shows less than 20 p er cent of i ndividuals ' de­
posita 1n t he hands of t he unincorporcted business eubbr oup, 
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It is clear that the variations by States are so large 
that sales appeals should be arranged on a very flexible 
basis to obtain the best results . The tendency has b~en to 
concentrate on waee- e rning individuals and lar j e i nveetore ; 
many of the small businesses have not been asked to purchase 
securities to anywhere near their aoility. On the other hand, 
deposits of the wa e e~rners , professional persons , etc . , are 
eo large in mos t Sta tes that appeals to i ndividuals holding 
them cle-rly need to be intensified at the same time •hat the 
sales effort is widened to ? rovide for ~eater solicitation of 
unincorporated business owners , Various proposals to improve 
sales performance are discussed in Chapter 6, entitled "Pr oblems 
of the Sixth War Loan ". 

Returning now to Table 1 , the fiturea bring out how 
important turnover in securities has become in the case of 
acme classes of nonbank investors. Except for de~lera and 
brokers , corpor tiona and associations showed the largest 
turnover of securities durinz the March-July period. Grose 
purchases ageregated $S.9 billions , but 90 percent of this 
totE~ was offset by market switches ond redemptions and cash 
matur i t i es. Net absorption of Fede,·el sec uri ties by corpora­
t i ons and associations thus amounted to only $.9 bi llion fo r 
the per i od, Nevertheless , this reprenented the l argest part 
of the net funds av~ilable to this grouo which ar e running 
smaller tr~ last y•er mostly as a reoult of higher tax 
payments. I nsurance companies and mut ual s~vings banks 
offset a little over one- third of t heir purchases by market 
switches and redempti ons and cash ~turities. 

Par t I I . Sixth War Loan 

Turning now to "the Sixth l~ar Loan, what i s the outlook 
for net funds available , and how much of these funds may we 
expect to absorb? The table below summarizes our estimates 
ot the funds which will be available in t he hands of nonbank 
investors from tne end of the Fifth War Loan thro~h the end 
of the calendar year. 
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Outlook for Net Funds Available 
August-December 19~ 

current liquid sav1nr;s •.•..••••••....•• 
Transf ers of funds to banks 1/ •....... 
Funds reserved for ind1viduaf t ax 
~ayments postponed to January 19~ •• 

Equals : Not fun~e a vailable •..•.. . ••..••.•.. 

( In b1ll1one 
or dollars) 

22. 3 

Tbrou~h .time deposits and loan reoeyments , but not 
checkin£ accounts. 

~et funds available at ~11 . 3 billions will be about 

1R9 

10 percent ·hi eher than in the l~rch-July p'r i od, Practically 
all of th',e increase wi l:l take place in t he funds of individuals , 
1~hose net funds ava1lable are estimated to incr ense from ~9 . g 
billions i n Haroh-July to $10. 9 billions i n Au;;;us t - December . 
How much of thle total should we expect to absor b in the sale 
ot Feder al seouritiee ? 

Tbe~e ie no definitive answer to t his question. The 
possibilities may be examined, however1 by referring to t hree 
ae~umpt1ons bared on the investment ra~io for individuals , as 
!'oll.ows : 

AssWl. tlon "A": An investment ' r atio of 67 percent , same 
as in the Second War Loan period, 

Assunrotion "B": An investment r etio of 55 perc ent 1 same 
ae in the Fifth War Loan period. 

Assumption 11 011 : An i nvest ment rat!.o of lj.3 percent , 
based on a $16 billions sales program 
for t he Sixth Wer Loan, with individual 
sales of $~1/2 billions. 

~hese assumpt i ons are discussed f urther below : 

Aeeumotion "A" : I f we set our sights on returning 
to a 67 percent rat i o, we would have to achi eve net 
absorption by i ndividuals of approximately ;7 , lj. b illione 
from August through December, and allowing for moderate 
markP. t ew1 tchee and r edemptions , oal.es l n the Sixth \·le.r 
Loan to this grouo would hove to reach about $g, 5 bil­
lions , Thia com~aree with $6, lj. billions of such ealee 
1n the Fifth War- Loan. 
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AesUllll)t lon "B" : If we endec:vor to maintoin the 55 
percent ratio of the l nst Wll l' loan period, net abAorpt i on 
by individuals would have to amount to C6.o billions and 
sales to i ndividual s during the Sixth liar Loan to 
ap_roximPtely $7 . 0 billions . This would b e about 10 
percent hi ner t han such ealee in the Fifth Loan. 

Aasumotion •c• : Froc a practical point of view, 
there i s no use I n &ettin~ boals without t he assurance 
of the war loan organization that they can be met. 
Perhaps we should sell more eeourities to i ndividuals

1 but the ~uestion is, can we do it. It must be recognized 
at t he outset that tha-Tmminence of an early German de­
feat ~nd the oroepect of reconversion unemployment may 
put a premium on holding on to ava ilable cash and bank 
deposits . The same amount ot sales effort as was ex­
pended in the F11'th 11ar Loan , therefore, is likel y to 
oroduce eo::lelri.et scalier s lee in the Sixth Loan. 
I nstead of selling $6 . ~ bill i ons of securities to 
individuals , as in the Fifth Loan, the figure might 
easily slip down to $6 billions or per hPps even to 
$5-1/2 billi ons . The latter figure would provide 
rut inves t ment r e tio of only about ~3 percent tor 
t he Aue~s~-Deoember period. 

Chart 2, which sho11s net funds s.vtilable and net absorp­
tion o:t' Feder~~ securities by i ndi viduals , comparee t he three 
alternatives mentioned with the experience i n recent war loan 
periods. Chart 3 presents similar information f or other 
nonbank investor ~~ouys. Only one set of estimate, for t he 
Auguet - Dece::lber period is shown in this chart , bowev~r , s ince 
it is assumed that the absorption ot the tunds of nonbank 
investors other than individuals will be about the same, 
irrespective of the degree of absorption achieved for indivi­
duals. 

I n Chart ~ . the absorption of the increase in the Federal 
debt by three broad groups of investors , namely , i ndividuals , 
other nonbank i nvestors , and commercial and Federal Reserve 
Banks , is stDwn for recent w r loan periods and separately for 
t he three a8suapt1one made with r es ect to the Au~~st-December 
period, 

Regraded Unclassified



NET FUNDS AVAILABLE AND NET ABSORPTION 
OF FEDERAL SECURITIES BY INDIVIDUALS 

Five Flnanclno Periods. 1943 -1944 

·o-- _ ... ._, _,...,_. _, .......... -

( DoUor ftturtt art In billlont) 

Anumptlons 

• 

Regraded Unclassified



NET FUNDS AVAILABLE AND NET ABSORPTION OF FEDERAL 

SECURITIES BY NONBANK INVESTORS OTHER THAN INDIVIDUALS 

Five Financing Periods. 1943 -1944 

2 

I 

0~~~~~~~~ 
Cl/ffWICY (/ftd 

5 

4 

3 

2 

I 

0 

3 

2 

0 

Cll«:kkng AccDI/IIh 

,. 
Df FMftll S.CIIrlfl•l 

' CINWif# of IP .P b/1~ of Mf ltlllh -ki/JII C<~ffWIIIY.p/n 1.4 lilflk>ll 

c.- ..., I~ 11#$1 t~«WIIIi•:IMI 

Regraded Unclassified



• 
NET ABSORPTION OF INCREASE IN FEDERAL DEBT 

BY INVESTOR CLASSES 
Five Financino Periods.: 1943-1944 

DOLLARs------------------------------------------------, 
llllllons (ilollaro flturn an ln bllllantl 

3~ ~----------------------------------------------~ 

2~ ~-------

I~ ~--------

Oth#r Not.•ballitl 
ltw•$f()f$ 

11.1 

.. 
0~---------LJ~a~--~~ 

Apr. 

..... ., .. .,._,, .. ..._, -·---
1943 

• 

Regraded Unclassified



0 

0 

- 10 -

Table 2 s~ri~es estimated net f unds available in the 
hands ot nonbank investor claesee dur i ng Au~ust-December and 
&bows esti mntes of the extent to which these funds would be 
absorbed on the basis ot Assumption •c• , namely, a net 
absorption or 4) percent ot the available !unde ot individuals 
during t he period, The table shotts t hat Assumption "C" in­
volves total sales during the Sixth War Loan of $16 billions , 
of which $5-l/2 billions would be to individuals , Chart 5 
shows the YTose purchases and net absorpt ion of Federal 
securi ties by the principal investor classes during the 
Au_,'Us t - December period, also on the basis or Aseumpticn "C" . 
The presentation in t his chart i s similar t o t he t in Chart 1 , 
tor the !larch-July period, 

The ~16 billions assumption for Sixth nar Loan e~lee was 
used in Chapter 1, enti t l ed "Developi ng a Borrowing Program 
tor the Fiscal Year 1945"· It is to be hoped that ealee will 
be l arg,. r and particularly t hat ealee to ind ivicuale will 
exceed the $5-l/2 billions figure put down for t hem. Table 2 
shows that the amount of funds beine pl aced in currency and 
checking accounts during the peri od by all nonbank investors 
would exceed C7 billions on the bae 1B or Aesumotion "C 11 , 
This wo ul d be t he hi ghest fibure for aavin~e in'money fo r m 
in a compar able period s i nce t he beginning of t he t~ar , and 
wotud certa inly indicat e a sharp decline in t he effec tiveness 
ot the wa r loan progr am. Chapter 6, on "Problems of the Sixth 
1·/ar Loan" , discusses the various possib ilities f or tapping 
more ot these funds and tor 1mprov1ns our results benerally, 

1G4 
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Table 2. 

0 
Net Funds Available and Absorption of Federal Securitisa 

August - December 191j.lj. 
Assuming $16 billions Sales in Sixth War Loan 

(In billions of dollars) 

0 

: Placed : Abaoroticn or Federal aeouritiea 
Net in Purchases : Dispos!tiona : 

Investor 
olaaaes 

funda :currency : . . : : l!a.r!tet :Redemptions : Net 
:available : and : war : Con- :sales {-): and cash :absorp-

!/ chedtinf)-loane : t1nuing : or pur- : maturi - tion 
:accounts : £1 ;prograos:chases(+) : ties{-) 

!lonbanlt investors : 

6. 3 5-5 
1. 5 5. ~ .. 2. .. 1.2 .. . 5 .. -7 

* 

Individuals and unincorpo-
rated business .. . ...... . ... 10. 9 

Corporetiona and aaaociations 2. 5 
Inaur~nce oompanies...... ...• 1. 8 
!~utual aavin a banks.... . . . • • • g 
Dealers and iroksrs .... .. ...• - . 1 
Stete and local ~overnmente . . . 7 
Federal a6enciea and trus t 

funds.. . .... .. ............. 1. 6 
7. S 16. 0 ~~~--~~--~~ Total nonbank investors...... 18, 3 

Connercial and Federal Reserve 
Banks •.....••..•.....•.... . .. 

Total. .. .••. ....•. ..... . .... .. · 

Note : Figures are rounded to nearest tenth 
to totals. 

* Less than $50 millions. 

16. 0 

of a billion 

2. 0 - . 8 - 2. 1 
-7 - 1. 6 - 3. 8 .. - . 6 .. .. .. 

- · ~ .. -. .. 
• - . 1 • 

1. 6 • .. 
11- . 1+ - 11-. 2 - 5. 7 

3· 9 -+4. 2 • 
8. 3 - 5. 7 

and will not Moesearily ad 

!J Represents current li~uid savin~s plus or mi nus transfers of funds between 
investor groups. 

gj The ~16 billions figure for sales i s an assumption rather than a forecast . 
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8 . 1 
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Chapter 5 
An Analysis or the Fifth War Loan Drive 

There were a gr eat many developments i n the Fifth 
War Loen that should be gone over end studied before the 
proble~s or t he Si xth Loan are oonsidered. It is the 
purpose of this chapter to discuss first , the favorable devel opment s that occurred, end second, the unfavorable ones . 

I. Favor abl e developments 

(1) Quot as were achieved . T"ne Fifth ·.;ar Loan pro­duced ~ota! sales of $20, 6 billions . This amount ex-
ceeded the sal es of previ ous drives ~nd was over t he $16 billions quota by $~ .6 bi llions or 29 percent. The over­subscri,;t1on was widely distributed throughout t he country, moreover , and all Stat es except ::evada were able to make t heir total quotas . West Virginia, Georgia, l~yl~~d, pnd Florida l ea the list with oversubscriptions in excess of SO percent of quotas . ~ Among t he Stat es with t he larger 
~uotas , Ohio l ed the list with an oversubscripti on of its 11797 mi llions quota by 39 percent. Hew York , the State with 
t he largest quota, ($4,S01 mi llioas) oversubscribed this amount by 2~ percent . 

Sales of securi ties to corporations, i nsurance compani e s , 
etc . amounted to $1~. 3 billions, a~ amount which tar exceeded the corporation quo t a of $10 billions. Included 1n the fi­gure s were sales or $2.S billions to insurance comnanies end 
~1 . 5 billions to savings banks . All St~tes made t heir cor­por ati on ~otas and the oversubscrintion was distributed among al l classes or oorporat ions. • 

.. Sales or securities to individuSis totaled' $6, 35i··~·lJ.­
l ions during t h e drive, as compared with a ~ota or $6, 000 millions. Included in t he sales figures liere $3,036 millions trom t he sale of E bonds, an amount wh i ch was Just over the $3,000 millions quote set t or this security . Thirty- tour States made thei r quotas for aales t o individuals , and ~ made their E bond auotas.** 

&over subscript ions of t hese magnitudes were a ccounted for in part by f ree r iding, however, and this is discussed l ater 1n thi s memorandum. 
**The District ot Columbia and Northern end Southern Calif ornia are count ed as s eparate State units f or purpose s ot t he State­
by~state analysis . 
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Ot the t bond sales , about $1,650 millions or 
nearly 55 ·percent represented ealee made to people who 
made their p!rohaees at the place ot their employment 
either through payroll deductions or by the purchase ot 
extra bonds tor oash. Some $22g millions, or 7 percent, 
oame trom purchases by members ot the armed torose 
through their tinanoa otf1cere. The remaining sales -­
~1,15S millions or 3g percent -- oame trom regular oon­
P&J'roll buyers and trom persons who bought E bonds in 
banks, poet otti oee, theaters, department stores, eto., 
as a result ot promotions other than those conducted at 
the pl ants. 

(2) Net new money aoguired hi~her than in Fourth Loan. 
The tiguree on sales set torth in t e preceding section ot 
this memorandum represent gross sales during the Fitth War 
Loan drive , part ot which were tinanoed by the expansi on 
ot bank credit during the two months ot the drive counting 
period. It this part ot the sales i s excluded trom the 
gross sales , a balance can be arrived at which represents 
the net new money aoqu.ired t roll nonbank investors during 
the drive. This balance, which is shown below, amounted 
to $12.2 billions during the Fitth War Loan, an increase 
ot $0.9 billion over a comparable tigure tor the Fourth 
Loan. 

Fourth 
• Loan • 

Gross 
Lese: 

(Billions of 

sales ot war loan securities .• 
Bank credit expansion duri.ng 

two months ot drive ••. . ....• 

Balance, equals net new money 
acquired trom nonbank i nvestors 
trom newly-acquired surpluses or 
idle tunde held over trom previous 
periods .•.•.......•......•... ..... 

Fitth 
Loan 

dOllars) 

20.6 

g,lj. 

12.2 

Note: Details ot bank credit expansion tiguree used in 
this table appear later in this chapter. 
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If the figures for i nd1viduals are taken alone , 
they ind1cate that 1 net 1 sales to this investor group 
have also increased-- from Gij . O billions to$;.1 b1ll.1one-­
as shown in the table below. Here the gross sales are 
adjusted to allow for (1) the expansion of bank ored1t, 
and (2) the inclusion in the r eported total of some sales 
to Army and Navy personnel (both military and civilian) 
for wh1oh the deposit of funds was exped1ted i nto the 
drive period. · 

Analysis of Sales to Ind1viduo.le duri ng lfar Loans 

(1) Sales financed by bank ored1t 
expansion •. ..•.. . .•...• .. .. 

(2) Sales for which the deposits 
of funds were exped1ted 
into the drive period !f . . . 

( 3) Other sales •. .... ........... • 

( 4) Total report ed sales ••. • ..... 
....... 

Fourth Fifth 
Loan Loan 

(Billions of dollars) 

.2 1 . 1 

.l 

y The amounts Sho~~ were deposited during t he last f ew 
days of the drive by issuing agents ·for members or the 
armed foroes and employees or Navy Yar ds . The iaauenoe 
of the bonds and the accounting for them Will not be 
completed unti l September. 

(3) Techniques were improved. The technique of sell­
ing securities to nonbank i nvestors during the war loo.ns 
was improved on a number or i mportnnt account s during the 
Fifth lfar Loan drive . Some or tbQse are discussed 1n 
the paragraphs that follow. 

/ 'J O 
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(a) Personal. ct>nvaee. The peraonol canvass of 
incH v1duale during the Fifth liar Loan drive is r sported 
by the War Finance Division to heve exceeeed the nation-
11ida operation thet had been conducted fl f ew months 
earlier for the Fourth ller Loan. Some 63 percent of the 
nonterm population, it is reported, * was aak~d personally 
to buys bond some time during the months of "June and July . 
Thie compares wi th 511- oercent that had been asked to buy 
bonds during the Fourth drive. 

Solicitation in the payroll market , it i s reported, 
wac even more t horough than in the nonfarm market generally . Seventy-eight percent of the people who buy bonds regularl y , . through the payroll deduction plan were personally asked to 
buy extra bonds in the Fifth drive ee compared with 68 per-
cent who were asked during the Fourth dri ve . This part i c-
ularly intense solicitation occurred becaus e \ofar Finance Commit tees in many 1ndustrl.al areas mnue it e. point to can-
vass persons on payrol ls at the plece where they were actually earning their income . This oh!ft from the house-to- house can­
vasa operations of the Third and Fourth Loan was aim~d to con­
serve the manpower a va1lc>ble to the program c>.nd thereby in-crease the effectiveness of the solicitation, 

Large investors were also canvassed better in the Fifth 
Loan than heretofore . In many Stetee there :me c>~ intense 
coverage of these indlviduols on a •special. nemee" basis 
by the banking c.nd invest:~~ent divisions of the liar Finance 
Committees and by some commercial bankers participati ng in 
t he program of the American Bankers Association, 

The foregoing makee it obvi ous that per sonal solicita­
t i on has become the key to the war bond sales program . 
Feilure to sol1o1t people in future drives, eays Dr. Likert , 
may lose more esles than in the ~crt, since people have come 
to accept solicitation as a part of the drives, 

~In surveys conducted by Dr . Rene1s Likert of the Department 
of Agriculture , 
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(b) Small unit ouota. The Fifth l'lar Loen canvAeo 
of t he na tiOn 's industrial , commercial, and government8l 
employees, the results of which were descri bed above, 
was built around the i dee. of "company" quota s , and within 
these the formation of plant, division, depart ment, offi ce, 
and unit q.~ott'B. :lost of these quoto.e , it is r eported, 
were arrived at by multiplying the number or eoployees 
by a cash factor running from $75 to $100 . These ouotae 
included payroll savings deductions and it is reported that 
they were levied on em~loyera of approxi mately 20 mill ion 
persona by the \i:J r Finance Committeae . 

The approech in mos t cases wM to make the quote. t he 
responsibility of as many of the employees p s possible end 
to break the total ouot p do1-m i nto as small a unit as con­
veni ent. Data are n·ot available as to the actual number of 
quotas achieved but, as previously indicated, it .~s esti­
mated that out of the $3 billions o r E bond sale~ during 
t he Fifth ·,;ar Loan ap:;>ro:ldmately $1, 650 millions or nearly 
55 percent represented sales made to persons on payrolls 
a t the pl ace of t t.e1r employment. 

( c ) Bu1ld-u~ of the d rive . One of the achi evements 
of the Fifth Wpr oen drive was the f act t hat i t was built 
up in the minds of t he public e.e an important matter. The 
integration of speo1al event promotions ~11th r adi o1 t heat er, 
and retailer oper ations, was s uoh that drive ne~1e nit the 
front pages or a great many leading newspapers in t ho larger 
cities on more t han half the days of t he drive. Rural and 
soall-town operations were nePrly as good. 

Only 5 percent or the peopl e knew nothing about the 
Fourt h and Fifth drives , accor61ng to surveys conducted by 
Dr . Likert, ~ile over go percent knew t he name of the 
drives and other de t ails about t hem . Farmers rem~~ned 
somewhat leas cwnre of the drive t t.an city people, but t he 
di fferenoee were not or euch magnitude as to be truly 
el.gnificent. 

(d) Admi ni strative oQar ation . One of the most 
gratifying developments of t he Fifth 1'/er Loan wee the 
smoothness of the operation administra tivel y. llee.rly 
every State reported t hat r ough spots noticeable in pre- · 
vious operations had been ironed out, that promotion 
materials had been del iver ed early enough and in sufficient 
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quantity, and tr~t special events bad been tied in 
neatly to St ate an~ local sales orogrnme . I t wee 
generally edmitted tbet it was only beoouse or t his 
~u;erior orgen1zation that it ~ss possible to make t he 
L bone goal at all, inasmuch as the goel turned out to 
be much harder of Pchievement than bed originally been 
nntic1.pated. 

The cfreotiveneee of a tight organizati on 1.n a sales 
progr em wee shown by the outstanding E bond eeles r esult s 
1n Wyoming vnd North Dakot a, -.hlch led t he llat1on 1n E 
bond performance . Here every toHnshlp end the soal.lest 
locel1t1es were thoroughly organized . Exceotions l re­
sults were also echi eved in Iowa where the or ganizati on 
t:ae such that it wpe possible to construct and levy quot as 
that were ta1lor-me(e to 11te C!'psci ty or inc:lviduP~ f iU'IIlS r s 
end businessmen. In Illinoi s the orgar.ization wee such 
that in a city as large as Ch1.cago it was possible to 
undert ake a compl e t e canvass bui l t eround the idea of a 
ouota f or every block in the city. . . 

One of t he developments or t h9 last yeer that was 
very helpful during ti:e Fifth iler Loen was t he .'\ctivi ties 
of the "Tre8sury r epresent at1 ves" a t tho vcrious plants. 
These per sons -- volunteers 1-.ho had men handpi cked by the 
St ate War Fin~nce Committees to do a war bond sal es j ob 
at a s i ngle plant - - oP.rr1ed the ball ~en 1 t came to l evy­
ing pl ant quotas end to whipping up enthusi asm f or en 
operati on that bad elready bad s tendency to become routine 
because of the frequency or its repetition . 

II . Unf avorable develooments 
.... . .. 

(1) I~~r'eaeed effort's' hav€ not increased E ' bond ll~es . · 
Among the developments of the Fi f tr. War Loan that were din­
appointing were the f acts t hnt 

(a) tote~ sales of E bonds were ~o~~ 
from the Four th 1;ar Loan <lrive ; 

(b) the decline was widespr ead end was 
recorded in ne~rly all the States; 
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(c) the decline occurred at the offices 
of nearly all cleoses of iosuing 
sgente (except depertment stores 
end Qeyroll savings agents); and 

(~) the decline was such that sales ex­
ceeded the Fifth War Loan goal only 
beceuse deposit e for acme sales were 
expedited lnto the drive counting 
period. 

A table analyzing E bond sal eo figures follows : 

Fourth : Fifth : 
Loan Loan : Change 

(In millions of dollars) 

Reey~~fi!~~e~ ............. 2, 99g 2, 744 - 254 
Armed forces ........... glj. 2i + 2 

Subtotal . .... . ..... . . 3,082 2, 837 -245 

Ex12edited sales • •• ••••• 0 0 105 199 + 94 

Total - All .sale.s r'!'Ol'ted 3, lg7 ) ,0)6 -151 

When the figures that appear above are considered in 
light of the fact thet scores of millions of persons were 

·asked to buy E bonds in t·he Fourth and Fi·fth· ·War· ·Loans , the· 
conclusion emerges thet peroonal solicitation as it has been 
conducted in these drives has not been enough to produce a 
greatly expllnded volume of E bond sales . !:any of the can­
vansses of prospects -- es ~~ have pointed out clearly in a 
previous memorandum* -- heve resulted in an extraordinery 
number of •token• purchases . In me~y such operations meny 
of the persons approeched bought a low denomination bond 

*See our memorAndum dated :~reb 1g, 1944, entitled "The 
Problem of Selling Securities to ::onbank Investors• . 

,. 
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either in order to eaTe eabarraeement to themselTee or 
in order to reward t he errort or t be person who contacted 
them and 'llhom they knew t o be a patriotic Tolunteer. 
Th1e ractor bas sernd t o permit ~~any biQ'era t o &Told 
their tul l responsibility t oward the driTe and yet to 
eatisry appearances and their own consciences. 

( 2) Free riding and ew1toh1ng were widea~read. Aa 
indicated earlier in this memorandum, the baiilt oreal t ex­
pension t hat occur red during the two months counting period 
or the Fourth and Firth War Loans amounted to $5.4 billi ons 
and $8. 4 billions, r espectively, Fur ther deta1le appear in 
the table tha t rollowe: 

Commercial Bank Participation in War Loan Dr1Tes 
: Fourth LOan : Fifth Loan 
: 12/31 - 2/?9 : ~1 - 7{31 

I. Absorption or Gonrnment 
aacur1tiea 

A. Total absorption: 
1. Commercial banks .... . .. . 
2. Federal Reserve Banks .. . 

Subtotal .....••......• 
B. Leas: orrerings to banks 

(outsi de drive): 
1. Bills, net increase •...• 
2. Securities ror invest­

ment of time deposita .• 
3· Depositary bonds, eto ••• 

Subtotal. •...•.••.•.•• 
o. Net absorption in connec­

tion wi th dr1ve ......•... 

II. Extension of loans 
A. LOans on governments to 

brokers and dealers ...... . 
B. Loans on governments to 

otbe rs • ........... ... . .... 
o. Other loans •.•. ............ 
D. Total loans 1n connection 

with drive .. . .. . . . .. •.... 

I II. Total commercial bank ~rti­
oipation in war loan r ives 

( Ino1li1ons of liars 

s.o 
. 1 

5.1 

• 
.6 

- .1 
--:6 

h.2 

1!. 9 

d 
1.8 

.I! 

.1 
2.6 

z..g 

. 2 

1.1 
.1 

1.4 
= 

Note: Figures are rounded t o nearest t enth of a billion and 
do not neoeaaarily add t o totals. 

• Under $50 mil lions. 

• 
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The bank oredi t expansion shown in the preceding 
table amounted to 32 percent of the gross sales total 
in t he Fourth War Loan and 4-1 percent in the Fltth War 
Loan. Some 8111all portion of the expansion was tor the 
purpose of permitting investors to acquire drive off er­
ings i n anticipation of the receipt of tunde in the period 
between the oloelng of the oounting period f or the drive 
and the opening of the next war loan. Most of the expan­
sion, however, -- 80 to 90 per cent of it , as a aatter of 
tact -- ooourred as a result of tree riding and switching. 
It 08111e about beoause individuals and corporations wanted 
to make a good shoWing during the drive; or to out them­
eel vee in on a 11 ttle profit based on the oommeroial banks' 
desire tor drive issues. 

R1d1nfo R1d1ng was a profitable operation during the 
Fifth War an drive. Kany individuals and corporations 
did it w1 th the cooper ation of the commercial banks and 
they were able to obtain a prot1t at pr a.ctically no risk 
to themselves. Profit wae only one ot the reasons tor 
riding, however; two others that have oome to our atten­
tion were (a) the desire of many individuals to help their 
communities aoh1eve their individual quotas without having 
to use their own currency holdings or bank deposit aooumu­
lations; and (b) the desire of many small banks to provide 
themselves with drive issues at por instead of at a premium 
of 10/32e or thereabouts. 

With reepeot to quota riding , much of it was done be­
cause of the fear that the quota for the sale to individuals 
of securities other than E bonds could not be met. This 
quota had been set at $3 billions for the Fifth war Loan , as 
against accompli shed sales of $2. 1 billions 1n the Fourth 
Loan. In eoll8 areas the higher quota meant that the Fifth 
War Loan requirements were more than double the Fourth Loan 
sales. The desire tor a successful drive wa s widespread, 
however, and eubsor1ptions larger than would otherwise have 
been warranted were entered on a tree-ride b asis. 

With respect to bank portfolio r iding, it is reported 
that some banks subscribed to drive sscurities in the names 
of their officers , directors, and employe es, 1n order to get 
the i ssue s at par instead of at a premium. It is ea1d that 
these banks circumvented the drive regulations because they 
were irrita ted at the Treasury's policy or torci.ng thea to 
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depend on open lll!lrket purchaees to increase their port­folioe. A number have expressed the feeling that some 
portion of the Treasury's offerings to banks should be made directly at par rather than indirectly at a premium, whioh goes to some middleman who exercises no economic tunction but that of collecting a profit. 

Comprehensive data on the amount and type of the riding that ooourred during the Fifth War Loan are not 
available, but studies of the War Loan figures in the various States lead us to believe that the t otal for i n­dil'iduals was approximately $800 millions. This 1s equl. valent to only one-eighth of $6,351 1111llions of 
securities sold to indiYidua~~ . but represents about one­third of the $2,56o millions of marketable i ssues sold to these investors. Wor e than halt the riding by individuals occurred i n the southern States, with Georgi a and Waryland having the largest amounts i .nvolved. There was also some riding, although on a smaller soale, in the States around the Great Lakes and in Oregon. In Georgia and Oregon it 
1e estimated that ridi.ng amounted to three-fourths of the amount ot •a.ritetable issues purchased b;r indivi duals • 

Switching. Switching from Government eeourities held pri or to the opening of the war loan drive into securities issued during the drive has become the popular wa;r of making corporation quotas in a gr eat many States. It oomes about because many corporations are proceeding on the theor;r that the purchase of a l arge amount of Government securities during the drive no t only tulti lls the neoese&r7 patriotio duty but also tends to improve the tone of business and customer relationships (because the subsor1~tion is spread around the country to apply to local quotas) . The amount of securities purchased bears no relation to the investor'• cash funds, of course, and as a result of the operation , there ie often little or no reduction 1n hie liquid balances. From the point of view of Where the Treasury gets its new money, the etfeot of the operation is the same as if the new issues had been sold to oommeroial banks in the first plaoe. 

Corpor ate switching hae been increasing fro• drive to drive, and approx1•atel;r $6 billions of the $1!-;4 b1ll1one expansion in bank credit during June and July referred to previously was oooaeioned by it. The eetiaates that follow are rougb ind1oatore of the importance that ewitohing wae t o the amounts subscribed for b;r t he various claeees of corporate investors during the Fifth War Loan • 
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Corpor ation Switches duri ng June and July as a Percent 
of Purchases of Gov ernment Securities during Drive , 

by Class of Corpor ation 

Type of Investor 

I nsurar.ce companies . . .. .................. . 
Savings banks •................•..... . •..• 
Dealer s and brokers •...• . ....... .. ... . ... 
State and looal governments •....•...•...• 
Other corporations and associ at i ons • .• ••• 

All corporations • ... ........•.... • ..... .. 

... 

Percent 

It has been argued in connection wit h switching , that 
as long as some seouriti es have to be sol d to banks during 
the year , it i s just as well t o have a portion of t his 
operation carried on i ndirectly through corporate switching. 
The large totals of sales t hat are run up by t his mechanism 
tend t o obscure the main pr obl em , however , which i s to get 
all the funds possible from nonbank investors . 

(3) Bank deF£sit canvass was spottS. One of t he dif­
ficulties of the fth War LOan -- and t e war loans that 
preceded it -- was that individuals Who kept their funds in 
commerci al bank deposits were no t canvassed by t heir bankers 
nationally in a comprehensive way. Some improvement in the 
canvass over that conducted i n pr evi ous war loan drives was 
fl9.t~~. ~n. some Sta t es o.s the result of the expanded pr ogram 
of t h e banki ng and investment oommi ttees of the l~ar Finance 
Commit t ees combined with t he program undertaken by the 
American Bankers Association. I n only 17 States was it 
r eported that a relatively high proportion of depositors 
with balances of $1,000 or more were solicited, holfever , 
and onl y i n 12 States was it r eported that a large proportion 
of the banks undert ook quotas f or the sale of war loan 
s ecurities to their depo sitors. I n 22 States i t vas reported 
that the ABA program was not an i mportant help to the dri ve 
at all. 
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In order to attain the Treasury's war finance goal 
or placing as many or ita eeouri tie a a a possible in the 
hands or individuals, it ia eeaentiaJ. that persona with 
bank deposita be canvassed thoroughly and t hat subscrip­
tions ot sufficient size be obtained from them . It ie 
true that some or these tunda do not have the same 
p otential inflationary pressure as t he tunds in the banda 
ot low income individuals, but it ia still desirable to 
mop up as much ot them aa pos sible eo that the volume or 
bank borrowing can ba reduced. 

The importance or this oanvaea t o t he gene ral. program 
or sales to individuals is indicated by data that have 
ooae to ue in the past year from studies made by the re­
search a tarrs or the Securities and Exchange Commissi on and 
the Federal Reserve System. These data lead us to believe 
that demand deposita or individuala1 partnerships , and trust 
accounts aggregated s omething like 930 bi .ll1ons at the end 
or the Fi fth War Loan and that halt ot these deposits are 
i n tbe hands or persona wno are in business tor themselves; 
t hat ia, operators or unincorporated businesses, farmers, 
and pro~eaaional men. 

None ot the ealea programs or the War Finance Committees 
have been able to place upon this group ot persons a high 
degree ot responsibility tor the purchase of Government 
securities. It may well be that the f ailure to carry out 
a sufficiently intensive campaign to obtain the funds in 
the hands of these persona accounts for the fact that the 

·absorption or i ndividual savings by the acquisition or 
Government securities has declined in t he past year in the 
manner llhovn by the following t.i~~e.l! : ... . . . ...... .. 

(a) Net absorption of Government securities b1 
individuals (i.ncluding partnerships and 
personal trust account e) during the period 
January 1 to May 8 , 19~3 . the period which 
embraced the Second War Loan, amounted to 
67 percent or the available individual sav­
i ngs latter deducting insurance , e t c.) that 
accrued during those ~1/~ months . 
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(b) Dunng the period Way 9 to October 16 , 194-3, 
wl11oh embraoed the Third Loan, the compar­
able tigure was 63 peroent. 

(o} During the period Ootober 17, 194-3 to 
February 29 , 194-4-, whioh included the 
Fourth Loan, the comparable figure wae 
56 peroent . 

(d) During the period Waroh 1, 191j.lj. to July 31, 
1944, which inoluded the Fltth Loan, the 
comparable figure was 55 peroent. 

2i0 

The retrogression f rom the levels achleved laet year , . 
to the levele ot tl11e year that ie indicated b7 a oompari-
eon ot the percentage& underlined in the previoue para-
graph& 1e more dleappointing than the percentages thelll-
eelves would indicate. A greater store ot accumulated 
tunde was piled up i .n oaah and checking aocounte at the 
beginning ot each period than there had been at the begin-
ning ot each previous period; and under these oircumstancee 
recent ealee to individual& might have been expected to be 
a eomewhat larger rather tha n a smaller percentage ot the 
available new savings accruing. Logically, this would 
follow from the tact tha t growing cash and commercial bank 
account accumulations shou l d have satisfied long ago the 
primary requirements tor cash balances ot many persons who 
wish to keep emergency tunde or business working capital 
in immediately available form . 
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Chapter 6 

Problem11 ot the Sixth War Loan 

There are a great many matters that Will have to be 
oonaidered in oonneot1on v1. th the Sixth War Loan. Some ot 
these are set forth and dieoueaed in the paragraphs that 
tollov: 

1. Should the Sixth Var Loan start in Noveaber. or 
should it be po atponed to early next year? The other obap­
tera ot thh memorandum assume thAt a Sixth War Loan will 
start in mid-No-r ember, and tb.a t it will raise $16 billions 
from nonbank invaetora. We have made this assumption be­
cause we teal that this program involve& lese risk than the 
alternati-re which is to postpone t he drive until January 
and undertake a large -rolume ot bank financing to tide the 
Treasury over November and December. 

Our reasoning on this matter is as follows: 

(a) 

(b) 

The period during which a mid-November drive will 
be oondiloted ia a llittioU1t one. This must be 
recognized at the outset. The drive Will have a 
hard time capturing the publio's imagination and 
oonsoientioue participation. Patriotic appeala 
to buy bonds may not be as effective as heretofore 
and many prospective bond buyers will desire to 
maintain oaeh balailoee at a high level eo that 
they will have tunde available as eoon as peace­
time goods come on the market. Moreover, the 
large volume ot cutbacks that is likely to ooour 
Will oauee milli one ot people to be temporarily 
unemployed as they make the shift from the pr o-

· auotion ot war goods to t he production ot peace 
goode. 

However the postponement ot the drive probably 
woul d not b ri1 us to a period in whioh drive 
prospects Will e any better. They may well be 
worse because of the f ollowing factors: 

(1) The postponement ot the dr1-re ma:r itaelt 
tend to break down confidence in the abil1 t:r 
ot the Tre&I\U'l to meet large var loan goals. 
The sales organizati on and the public gsner~ 
ally aro likely to be very much disturbed 
about the matter. Onos the public tsel1 that 

212 
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the Treasury is worried about t he e conoroic 
conditione of the country , s great many 
people will proceed to worry about their 
own economic prospects , As a result , a 
drive i n J~nuery or Febru~ry may be much 
more difficult t han a November drive , 

(2) The post ponement of the drive will 

213 

have to be accompanied by t he Treasury 
embFrking on a program t r.at would ac~u1re 
$10 billions from commercial banks directly 
between now and t he end ot the year. This 
would be such a departure from the Treasury ' s 
previous operati ons that it , too , is capable 
of shaking the Nati on ' s confidence i n the ' ' 
~reosury ' a war financing program . This , too , 
would make a war loan drive starting in J anuary 
or February more difficult to conduct then jftO 
st arting in liovember , 

(3) The post~onement or the d rive will lose 
f or t t e Treasury the opportunity or focusing 
the drive upon the enthusiasm f or the Pacific 
war that will follow t he defeat or Germany , 
By Jonuary, the ?acifio wer may be in the 
process of liquidation end a drive a t that 
t ime may find it i mpossible to hold the public ' s 
attention, 

2 . What underlyi ng conditi ons are desirable t or the 
success of the Sixth Wer Loan? .~1 financing alternatives 
at t his time entail consi~erable risk and it will be neces­
sary ror t he Treasury to avai l it self , t herefore , of all 
possibl e saf eguards to minimize t he nossibi lity or a war 
l oan failure .· Among these are t he following : 

(a) Indirect bank f i nancing, The s ohieven en t 
of any war loan goal -- ne lo obvious 
from t he discus sion of the Fifth liar Loen 
is dependent in l arge part unon the volume 
of switching by corpor~tions of s ecurities 
nl ready in their portfolios to banks . This 
ie, in effect, indi rect bank financing. Its 
volume will vary as more or less pres~ure 
for switching 1e placed by the seles organization . It 
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will also vary in proportion to the size 
or the quota. It lf111 be higher or lower 
also in relati on to the bank demand ror 
the issue in the market. 

(b) A ravorable basket. A basket that is 
conducive to switching operations will 
rorm an important sareguard to a drive. 
The i nclusion or the 2 percent bond and 
the l-1/4 percent note in the basket is 
recommended, thererore, and is discussed 
later in this chapter. 

(c) A ravorable market. This is one or the most 
important s8ieguards to a drive inasmuch as 
a good market itselr engenders demand ror new 
issues among banking investors. The Federal 
Reserve should be asked, thererore, to make 
a special errort to keep the t one or the 
market strong rrom the time or the drive an­
nouncement until the drive is over. The 
Treasury bill program, discussed in other 
chapters or this memorandum, should also be 
adopted at once since it would aid the market 
tone by providing the Federal Reserve Banks 
with an adequate volume or new securities 
ror their open market purchases without rorc­
ing commercial banks to dispose or securities 
now in t heir portrol1o. 

3. How much should the Sixth War Loan aim rpr~ In . 
setting a figure for the Sixth War LOan goal it is necessary 
to take one that will seem reasonable to the public. A too 
low goal might itselr be a sign or the l ack or oonridence 
in the drive at the Treasury, and might lower the morale 
or the volunteer starr. Accordingly, it is suggested that 
a total goal or $12 or $13 billions should be established, 
or ~ich $4-l/2 to $5 billions would be the quota ror in­
dividuals, a.nd $2-l/4 to $2-l/2 billions the quota ror E 
bonds . These goals should seem reasonable to the public. 

21 4 
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The goals are high enough, it ie telt, to make the aoh ieve­
lllent ot $16 billions total sales during the drive a reason­
able possibility. 

11-. When should t he goals be announced? The sales 
torce in the tield will expect that the goals will be 
announced by lll1d-Septe111ber -- it the drive is scheduled 
tor mid-November -- end that State quotas will be aa1igned 
by October 1. This would be in line with the policy in 
the past two war loan drives and would be done in order 
to permit the War Finance Committee • in the various States 
to analyze their sales Jobs in relation to the assigned 
quotas and to divide up these quotas between the variOUI 
counties, townlhipe, and other adlllinietrative localities . 
The uncertainties ot t he war situat i on and the prospect 
ot an early Ger~an collapse lead ua to believe that a some­
what later aMounoe111ent is called t or, hoveYer, and it i a 
recommended, therefore, that the public statement be held 
up until the last poee1ble minute perm.itted by the opera­
tions ot the tield eoroea. 

We make this reco~~~mendat1on because it i s possible 
that Germany will collapse atter the plane for the loan 
have been made but before the l oan itself will have been 
carried out. It would be unfortunate, under such oiroum­
stances, if commitments a.e to goals were made eo early 
and in such an irreYooable manner that it would not be 
possible to reexamine them 1n the light of the war 11 tua­
tion in mid-October. ~e Treasury may need so111e flexibility 
in its financing pol1oy and 11hould retain it even at the ex­
pense ot some discomfitur e in the field or at the risk of 
an ultimately slightly reduced volume of sales . 

?iS 
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~. What i .. uee ehoul4 be 1noludec1 in tbe baeltett !he 
i88uee inolu4ed in & bailie\ b&n bien .ore or te .. the .... 
in tel'lll and ooqpon rate in tbe laet three -.r Loane, exoept 
tor tbe •41ua-'C- bond. ~ ac1c11 'Cion ot a '1'reaeur7 note 
in the J'itth Loan wae an inno•ation. A oheolt llet ot the 
i .. uee ottered appeare 1n tbe f ollowing table& 

I .. ue 

I, rand G ea~nge bonde • • • • •• ••• 
0 8;'1'1D£• note e • ••• . . . • . •• •. ....• 
71 oertit1oatee (l J'Bar) •••. . •• 
1-l/~ note (2- J/\ J'eal'e ) •• • •••• • 
~ bonde (8- 10 rare) .. ........ . 
2-l/~ bonde ~12 - 151 :rear e) • ••• 
2- l/2J bonds 21 - 26 :r-are•) ..... 

I 'l'hird I J'o\ll'th i J'itth 
1 Loan 1 loan 1 Loan 
I I I 

X X X 

X X X 
X X X 

X 

X X 
X 

X X X 

*'!he 2-l/~ bond in the n t th War loan wae 6 110nthe ehol'tar 
to oall and aaturit;r. 

216 

!he pattern ot puroheee• among the •al'1oue in•eetor Sl'OUPB 

bae not clanged nr:r 81gn1t1oan'Cl;r b:y i .. uu troll Loan to Loan. 
In 'Che J'itth Loan, 1t llight be noted, corporations other than 
inet'll'anoe oo8p&l11ee and •a~~~&• banks plaoed tb:rla-tOt'll'the ot 
theil' eubeoript1on• 1n ehort-tel'll iesuee and about one-dxth ot 
tbeil' •ubeoript1one in the .. 41ua-tara area. In•uranoe oo ... 
paniee were about 50 percent 1n the long-tera bond and eannge 
banlte eubeoribed e1ght;r-two peroent ot tbeil' total in thlt •d1ua­
tera ieeu.e. .Aao~~& 1nd1 ~c!Dal.e, tree ric11ng 4etera1n• the 
proportion ot tbe .aricue eeOUl'i tie e. When there ie a lot ot 
tree riding, a• in tbe nt'Ch Loan, la1&Agl bond• a.ounted to 
57 pccent ot the total. When there wu not a large uoWit ot 
tree riding, ae in the Fourth Loan, ean~~&• bonde a.ountecl to 
71 per-t ot tbe total. In both J'ou-th and ntth lollne, bDw­

••ar, in41rtcb&ale placed 7 percent ot theil' eubeorip'Cione in 
2-l/2 percent boDda. 
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It seems t o be quite olear f r om a study ot the data that 
are available that prospective requirements tor Government 
seouritiee by each ot the major groups ot i nvestors will be 
such that a basket patterned closely after the one used during 
the F1tth War Loan will produce the ma.x:1Jiwa sales. '!'he close 
proximity ot the end ot the European war 111ay, as a 11atter ot 
tact, oause an even greater concentrati on ot corporate pur­
chases i n the short-tal'll certitioate and the 0 note than 
heretofore. 

6. What should be done about a canvass ot de~si tors t 
It has been concluded already (in the analysis of noe Fifth 
19ar Loan) that the lower percentage ot available new tunda 
aoquired tor the investment in Government securities in War 
Loan periods this year, as agaJ.nst last year, might have been 
accounted tor by the failure to obtain a sutticient proportion 
ot the tunds that are accumulating in the hands ot ind1 Vidual& 
in business tor themselves. This oategory includes proprietors 
ot unincorporated businesses, profeee1onal persons, and farmers. 
Some ot the funds ot these persona, i t was pointed out, were 
being placed in checking acoounte and were being eollo1ted 
only on a very spotty basis. No data are aTailable to indicate 
just bow much ot the funds ot these persons were absorbed in 
the F1tth War Loan, but an eet1111ate can be made in the tollo­
ing manner: 

1 . Total sales to indiViduals •••• • 

(In billions) 

t6.11-

2. Lese: Sales ot sartnge bonds 
to persons at the 
place of t heir 
employment •..••••••• . • $1.7 

Sales to the armed 
forces............ . ... .2 

Sales financed by 
expane1on of bank 
ored1 t . .... . .. . .... ..• 

3· Remainder • .• ••••••••••••••••••• 

1 .1 
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The remainder shown above inoludea purohaeee by em;loyed 
persona at plaoee other than those of their employment, 
purohaeee by members of the armed toroes at offices other 
than those of their finance offioera, purchaeee by retired 
persona, houee~ives, children, eto. The remainder ahown 
above must be reduced then by about one-third or one- half 
to allov tor purobasee by the foregoing persona. The re­
eul ting balance would represent purchases by t~ersone in 
business tor themselves. Tbie figure - say f2 billions -
would be equivalent only to about 13 percent of the oheok.­
ing d.epooi ts of euoh people -- ignoring the fact that their 
current income provided some of the funds used for their 
purchases, 

This small percentage ie not surprising in view of the 
faot that the Treaeury and the Federal Reserve Board have 
failed to make olear their position with respect to the 
matter of aeking individuals and oorporat1one to V1thdrav 
bank dspositl t or the purpo1e of purchasing Government 
esour1 ties, This baa prevented Ohairmen in many Stat81 
froa plao1ng before the bankers of their State a oleal'-out 
program of ealee to depositors baaed on a 1 green light1 

from Waahington. 

It is recommended, therefore, that a program leading to 
withdrawals of bank deposi ts for the purchase of Government 
eeourities be undertaken, In thie oonneot1on the Treaeuey 
and the Federal Reserve should (1) make olear through a 
eerie& of public 1tat8111ente that the Government V1shes all 
individual&, including those in business tor t hemselves, 
to withdraw a considerable fraction of their commercial 
depoelte and invest these funds in Government securities, 
and (£) oall the leading oommeroial bankers in the oountey, ...... 
together and secure their cooperation in actively soliciting 
their d.eposi tors Vi tb a rt-ev toward effectuating the fore­
going pol1oy, 

The matter of establishing a policy approving bank d.e­
poei t V1 thdravale and of developing a series of promotions 
that Will effectuate that policy appears t o ue to be a 
matter of very oons1d.erable importance. It is one of the 
important approaohee t o the problem of selllng var bonde 
that has not been t ried, It V11l give the sales t oroea 
something nev to work on and will place emphasie on eome­
thing that haa the prolll1se of a eubetAntial volume of sub­
scripti ons. 
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7, What ehould be done to educate the country on the 
tisoal picture ahead? The teel!ng or complacency arid or an 
early end of the var haa led the public to the turther con­
clusion tba t war loan type ot financing will b e oTer attar 
the next driTe. The current belief that the Sixth War Loa."1 
'Will be a "Victory Loan• has lulled a great many people into 
the feeling that it will also be the last loan -- by analogy 
'With the Li berty Loan experience. That this is not l1ltely 
to be the case is aTident trom a study ot the data in the 
f irst chapter ot this memorandum, or ot the most recent 
est1matea ot expenditures supplied by the Budget Bureau. 
Theee data lead to the conclusion that a situation calling 
tor the oessation ot var loans i1 not likely to develop 
during the period ot a war against Japan alone, nor in the 
first tew months attar peace is achieved. The Government 
'Will continue to run a big detioit until shortly attar Japan 
is def eated, a nd ~diT1dual1 and businesses will continue, 
therefore, to reoaiTe income tar in excess ot the amounta 
ot goode 111 d service a tba t will be available tor them to buy. 

We teel it important, t herefore, that aa part ot the 
publicity that will be used to build up the Sixth War Loan 
driTe , the Treaeury make it a matter ot common knowledge 
that war loan financing i s ~ot over. This suggestion stems 
from the reoogn1tion that unless people are made aware ot 
the large tieoal requirements ahead and beli eve tba t the 
figures one xpendi turee, announced by the Treaeury, are 
likely to be r eached, two things will happen: 

(a) Bond buyera will shirk their reaponsibility in 
the SiXth War Loan and r efuae to buy bonds at 
all, or will bey bonds 1D amounts that. are not 
sutfioient to permit the goals to be aohieTed; 
and 

(b) Members of the Tolunteer sales staff will con­
clude that their Job ia done, and will pack up 
and go home. 

The Treasury cannot a fford to let either ot the1e thi ngs 
happen, and a pr ogram of educati on that i1 oomprehene1Te and 
extensive will be an important aatety f actor to the Sixth War 
Loan dr1Te, 
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8, From what datea should tb8 oount 
bonda exten ? n e aeie o e practice in pre ous war 
l oan arlves, the oount1ng period tor savings bonds t or a drive 
opening i n November would be t he monthe of November and Decem­
ber. Corporation i ssuing agents would then be expected to use 
the laet two weeks ot thia period to olean up the issuance of 
bonde aold under the payroll deduction plan and to t1nieh the 
accounting with the Federal Reserve Banks, so that the bonds 
aold to their employee& would count toward the drive quotas. 
The tact that t he last two weeks in December i nclude the 
Christmas-New Year holiday period would make this peri od a 
Poor one in which to ask the i eeu1ng a.gent& to wor!t on the 
problem of issu.ing t ho m1111ona of bonds aold duri ng t he drive. 
A oloaing date after the t1ret of the year would be a great 
advantage to !11&0.7 iesu1ng agents. It ie euggeeted, aooord1ngly, 
that if the opening date of the drive is November 11, the 
counti ng peri od should extend f rom November 11 to January 10 , 
inclusive; and that if the drive should start on November 20 
or 27, the counting period abould extend from Novemb er 16 to 
January 15. 

A.'lother advantage that a counting period which included 
10 t o 15 days ot Je.nuary wo uld have is that it would permi t 
persona who have purohaeed their limit of savings bonds during 
the calendar year 1944 t o purohaae an additional amount of 
suoh bonds under the 1945 l imit as part of their drive purohasee . 
'l'h1 a would eave Treasury volunteer solicitors from getting into 
the embarraaeing position ot having to pueh the sale of eeouri ­
t1ea other than eavinga bond• duri ng the drive to peraona Who 
vlahed to buy E, F, or G iaauee, but found that t hey could not 
do eo until the cia¥ after the drive Wlla over beoauea of the 
Treaeurr -regula t1.ona 1tl1 th reapeot to l111i t p~T,ing. TtUe would 
&leo give the Tre&SU%7 another margin ot eatet:r and make · the 
achievement of quotae that muoh eaeier. 

9. Should the method of counting eav1nga bond ealea be 
oha~ed' There hae been quite a blt of dieeatiafaot1on ln the 
tiel becauae no matter What date the counting period for the 
dr1Te ends, there are alvaya acme agents who cannot get their 
atuba in to the Federal Reserve Banks in time tor all of their 
ao.lea to be counted. There is also a growing irritation among 
1aeu1ng agents at the Trea1ury 1 s repeated pr~ssure on tnea to 
get the meohanio&l Job of iuu1ng bonds done within a two or 
three week period after the drive olosee . The volume ot man­
power and maohiner:r required to do the Job ia tremendoua tor 
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many corporations because extra salea during the period or 
the drive may require the issuance in th1a short period or 
t our or t1vs times the number or savings bonds regularly 
handled. 

The question hae been raised, therefore, as to whether 
a great advantage could not be gained tor the war bond pro­
gram by permitti ng i ssuing agents to certify a statement 
to t he Federal Reserve Banke on the laat day or the count-
1qJ pe riod t or the drive, showing how many bonds have been 
sold but not 1seued. Funds would be made ava.ilable to the 
Federal Reserve Banks t or the acount certified, and the 
funds would then be credited to the Treasurer's account 
e.s war bond sales and counted toward the drive totals. 

This procedure would undoubtedly increase the volume 
or accounting work that would have to be undertaken by the 
Federal Reserve Banke and would r esult in a delay in the 
issuance or bonds by some agents . However, it would retain 
tor the Treasury some ot t he good will ot corporation• who 
are cooperating wholeheartedly with the war bond prograa, 
and are doing a tremendous clerical Job in the issuance ot 
bonda without direct compensation by the Government. 

Thia procedure baa one other advantage. It would act 
ae a sa.tety rector 1n achieving drive quot as in the case 
or large corporations who might have their clerical atatre 
tied up on war contract t ermination proceedings. Such 
corporations might be Jus t unable to get around to i ssuing 
signitioant amounts or bonds sold during the drive. They 
might argue that the Treasury should accoDUDodate i tselt to 
their problems. Many or t he larger corporations in the 
eountry operate on a prepayment baa1e with the, l!'e,der al 
Reserve Banks anyway, and the procedure suggested would 
only mean that funds were transf erred trom a •special 
symbol account• to an account representing •sales ot sav­
ings bonda 1 • 
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l!Eloi)RAJIDUM FOR THE SECRETARY 

September 8, 1944. 

M.ail Report 

It may be September on the calendar, but it 
is still mid- summer so far as the dullness of the 
correspondence is concerned . There seem to have 
been no topics to rouse our letter-writers to action, 
and even the Presidential campaign has , as yet, had 
infrequent and only casual mention in letters re- ,. 
eel ved here . 

There have been a few su~gestions about reduc­
ing c.orporate taxes, an occas1onal inquiry, and 19 
requests for tax refunds . 

The plan for cashing bonds over the counter 
meets increasing opposition, especially from bankers . 
Even so, total comment on this subject is surprisingly 
small. There were again a fe\T reports of the usual 
rumors t bat bonds will be invalidated, or interest 
cancelled. In all, 50 bonds were submitted for re­
demption, or 6 less then came in last week. Replies 
to the redemption slip increased slightly, and to the 
usual reasons for cashing was added the necessity for 
meeting school expenses . Complaints continue very 
light . 

Only 5 donations came in this week, ranging from 
$5 to $133. 90. There was almost no anonymous n-ail, 
and nothing personally abusive . 

In common wi th Treasury mail, White House 
receipts during both July and August have hit a new 
low. Each of the summer months orought in about 200 
letters, most of which could be handled by acknowl­
edgments here , although some were re-routed to other 
Treasury offices . 
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General Comments 

Andrew C. Larsen, Kenosha , Wisconsin. Enclosed 
please find my compensation check for August 1944 -
$133 ,90 . Kinaly arrange to have this money used 
to pay for two scope- equipped snipers' rifles , 
Springfield Cal . 30 , Model 1906 - beloved service 
weapon of the first A. E. F. Hope there is enough 
money. I can see them now in the bands of our 
soldiers . * * * 
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Favorable Comments on Bonds 

W. Murray Ross, Osage Lane, WDylan, Pennsylvania . 
Recently I sold a few War Savings Bonds to help 
defray~ daughter ' s college expenses . This is 
to let you know that I appreciated the receipt of 
your Form F.A. 205, which came back to me with the 
covering check. Your Form is certainly a strong 
encouragement to my previous intention to keep as 
many of these bonds as I can, to maturity. 

Mrs . J . H. Beck, Indianapolis , Indiana . * * * I am 
an ex-school teacher of fourteen years' experience . 
I am now married , mother of four cbildren1 a farm 
woman, and proud of it. When my son of e1ghteen 
years entered service last spring, ~ fifteen year 
old daughter , the next in line, and I took over the 
farm work, as it was impossible for us to find 
help. We have a 160-acre farm, all tillable, well­
stocked , and fully equipped. It wasn't an easy 
job, but we stuck with it and now either of us can 
and do operate any piece of farm machinery, includ­
ing the tractor . OUr crops speak for themselves, 
and we are proud to be able to do our bit . Recently, 
a neighbor called on us . The Fifth War Loan Drive 
was on . I subscribed for a hundred dollar bond 
rather reluctantly, I 'm afraid, as I was secretly 
wondering Where the money was coming from just then, 
as we had no farm products nor stock ready for · 
market . We had just received word that Jimmie , my 
son, was "Somewhere in England" and expecting to 
cross the Channel soon. That night I had a dream. 
I saw Jimmie , who is in the Infantry, and a Eroup 
of other soldiers marching toward battle . But -
low and behol d - just above their heads was a t hin 
cloud, or transparent veil, in the form of my hundred 
dollar bond , protecting them from harm. You can be 
assured the money f or the bond came--it had to 
somehow. * * * I 've been thinking of t his dream and 
its effect on me , and I 've also been wondering why 
a poster to that effect wouldn't inspire othe rs to 

buy bonds . * * * 
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Unfavorable Comments on Bonds 

Ray L. Klein, Attorney and Counselor at Law, 
St. Louisi Missouri . I have just received a check 
for $152. 0 for 8 bonds , some of which were from 
1941 and 1942, and for interest on this money 
I received the lousy sum of 10¢. ***Furthermore, 
I regretted very much to sell them but was forced 
to do so to pay i nterest and principal on the 
mortgage on my home . This payment could have been 
met without selling these bonds , but for the fact 
that your income tax department has not refunded 
to me the sum of $165 .00, * * * This is response 
t o your printed circular just received with your 
check for mf bonds , 

Earl Crawford, President, Fayette Bank and Trust 
Company, Connersville, Indiana. The local paper 
yesterday afternoon carried an announcement from 
your office of a plan for the speedy and easy pay­
ment of War Bonds through the 1 ocal banks . No one 
knows better than yourself the great amount of work 
and effort the bankers have contributed in the 
selling of War Bonds to date , Their efforts were 
willingly given without ~rice in the interest of 
winning the war and keep1ng down inflation. Has 
there been any change in the situation from then 
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. ..... to now ·or .. haS · )b\tr pasi'ti'OI'l chan~ed ?·· .. 'fie wa.t' .is . 
not over; the danger of postwar 1nflation is still 
with us; certainly there is another War Bond Drive 
in the offing . To deliberately invite an increase 
in the cashing of bonds on the eve of this Drive is 
ridiculous without being funny . The cost of selling 
War Bonds , according to the records , has been almost 
unbelievably low because people by the thousands 
have given of their time in order to win the war, 
and their interest and enthusiasm in the next Drive 
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will be considerabl y lessened . ***Mr. Secretary, 
if you had just a little experience in "beating 
the bushes " in selling these bonds to the individuals 
your 1110rry 'IIIOuld be directed in a surer way of sell­
ing rather than an easy way of redem~tion. Your 
arbitrary rate of exchange on a per 1tem basis, 
without ref erence to dollar amount, is as inequit­
able as would be the fixing of freight rates per 
item without consideration of weight. I sincerely 
hope you will reconsider this inflationary, untimely, 
and inequitable program, which in my humble judgment 
is absolutely detrimental to the war effort. 

Mrs . Y.innetta Hanrahan, Detroit, Michigan, Enclosed 
is a clipping from a local paper , I have served on 
all the W'ar Bond Drives , giving much time and energy. 
You well know the sales arguments I have used, such 
as curbing inflation, the money needed to fight 
this war, etc ., etc. Now I , and thousands of others 
i n this country would like it explained why the 
Treasury Department sees fit to create a simplified 
plan making it as easy and convenient as possible 
for people to cash their bonds . It certainly gives 
the im~ression that the Treasury Department does 
not th1nk it important that people xeep their bonds . 
The lines of people waiting to cash their bonds 
bas been appallingly long, without this •simplified 

·· · .... .... . plan". I would .think your Department ,should UIJI.}c;e 
it a little more difficult to cash the bonds , instead 
of easier . I am sure I cannot see any incentive for 
we gallants giving our time and effor t i n selling 
bonds when our Treasury Department is making it so 
easy and convenient to step in any bank and cash 
them. 

A. L. Morgan, Manager , Hotel Olympus , Port Angeles , 
Washington. The Hotel Olympus bas recently r eceived 
f r om you a 5 x 7 card printed bt the U. s. Govern­
ment Printing Office reading : In appreciation f or 
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patriotic cooperation with the nation's ~ar Bond 
program through the advertising columns of the Port 
Angeles Evening News. • I wish that our Government 
did not think it necessary to spend money to thank 
its citizens for doing their duty , and such a small 
one at that . I believe I speak for many who would 
be much better pleased if you would take our "patriotic 
cooperation" for granted. P.S. I have just learned 
that this is about the third such card we have received, 
which is "worse than more of it" . 

T •• R. Wiggins, Buffalo, New York. I received your 
check for redemption of War Bonds this week, and 
I agree with everything that you state on the Form, 
which was enclosed. I gave an employee who had been 
with me for 10 years a $100 War Bond as a token of 
my appreciation. But we were advised by an accountant 
that this gift to an employee was illegal according 
to the Wage Stabilization Act. Therefore, my employee 
had to go through the embarrassment of cashing the 
gift bond and returning the money to me. Of course , 
an employee can have a lOth anniversary of service 
only once in a lifetime, and I do feel that even a 
•New Deal" tax collector should not think it a 
criminal offense to give a small War Bond to such a 
person. So, since my employee had to cash the $100 
Bond, I was determined that she should have a gift 
even larger than the $75 involved . Therefore, to 
augment this personal gift, I had some of my war Bonds 
cashed and have given the proceeds to my employees . 
It is a sad commentary on our national setup when a 
War Bond becomes taboo as a business gift . I know 
that your De~rtment has no part in any such petty 
rulings, but I do feel that you should know how other 
Federal Departments, in reality, handicap your very 
worthy undertaking of selling as many of these War 
Bonds as possible , 
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Favorable Comments on Taxation 

w. E. Jones, General Secretary-Treasurer, Brotherhood 
of Locomotive Firemen and Enginemen, Cleveland, Ohio . 
On or about August 14, 1943, we were furnished 
material through the Treasury Department, relating to 
inforllll tion on the provisions of the current Tax Pay­
ment Act of 1943. The circular W-T which accompanied 
this material was very beneficial to the units of our 
or~anization which were employers under the Act . 
Th1s letter is written for the purpose of ascertain­
ing whether the Department is conteilating releasing 
similar information relating to the ndividual Income 
Tax Act of 1944, and if so, when this material might 
be released. Tte circular W-T mentioned was distri­
buted among our thousand or more un.i ts, and I am sure 
proved to be an assistance, not only to our employers 
but equally so to th e Treasury Department . * * * 
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Unfavorable Comments on Taxation 

The following is a copy of a letter addressed by 
Frank Kirkpatrick to the Collector of Internal 
Revenue, Yllwaukee, Wisconsin: Enclosed herewith 
is an in.stallment on rrf3 estimated tax for the 
current taxable year . For the third time , I am 
reminding you that my tax for last year was over­
paid in a considerable amount, and this money 
should be refunded to me promptly. If this refund 
is not made in the near future , it will be necessary 
for me to place it in the hands of 11\V attorney for 
collection . 
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Da,,._ ____ Jt 

Toa Llrs . l.lcliugh 

Copies of the President's lotter 

have ~n distributed to Uessrs . 

McConnell , O' Connell, llaok, Olnsser, 

Taylor , Dul!ois . 

L. Shanahan 

i 
Ill. 1Blft 

II'UIOII 10e8 - ftooe 11•+ 

-~-----"--
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THE WHITE H OUSE 

WASHINGTON 

The Honon>ble 
The Secrotl'.ry of the Tr8llsury 
t:~U>hill&t<>n , D.C. 

lly dear llr. Seer.~tuy: 

September 9, 1944 

There lula been e. good doc.l of r.U.ecucsion rlthin tho 
scverol Cove~ont Departments r elative to our Lend Leese 

policy nftor tho collapse of Go~~· 

It 1B ey wieh that no De!)('rt~tent of tho Covcnurcnt 
tol<o unilAtornl action in regcrd to ~ matters thnt con­
cern Leooo Lond, beca~me tho iapUcotions of any su.ch 
notion nro bound to affect other De!lflrtl<ents of the 
Govc1'1lftnt and , indeed, our whole nationa1 policy. I aa 
pcrticulArly nrudou.s thnt nny instructions ..-hich ~ have 
been i ssued, or arc about to be i~sued regarding Lease 
Lend 11111tori nl or supplies to our allies afte1· the collapse 
of Germn~, bo illl!ledie.tely cnncollod nnd withdrnwn. 

I intend to give instructions to ell Depcrtments 
r elative to the Leese Lend policy of this gove1n~ent nt 

en enrly d11te. 

nill you be sure , therefore , that your sevcrnl burenuo 
nnd r.U.vision& are cdvised of rey position nt once? 

I ruo sending identicnl let tors to the Chid of SWf, 
the Chief of llavnl Opcrntions, the Socr otnry of Stnte, tho 
Adminiftrntor of the Forei{;n Ec"oriomc Administrntion c.nd 
the Admlnietrntor of the War Shi pping Adm1r.1strat1on. 

Sincerely yours , 

-
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URGES STERN CONTROL OF GERMANY AFTER WAR 

By IIIIJ!ELII IIORGENSTIE!UiE, NoMI'e&ian Aabaaaador 
(Fro• an addreaa delivered recently at llinneapolie, llinn.) 

This tremendous global strusgle between the forces ot darkness and the forces 
ot light ia drawins to an end. The foul agsressors are everywhere on the run. lie, 
America and Norway and our Allies ot the United Nations. are approaching our com­
mon accounting with those who wantonly pounced upon the civilized world . 

Uppermost in our ainda at this time is tbe deteraination: Tbie auet never 
happen again I 

Tosetber you and we and our brave Allies are winnins this war. Tosetber we 
must win that which comes after this war. lie must give your glorious youth ot 
Guadalcanal, ot Saipan, otiNOTmandie, we auat give the Norwegian front soldiers ot 
the land, sea and air, and our indomitable patriots languishing in German concen­
tration camps and torture-chambers, the aaauranoe that they have not fought and 
suffered and died in vain. 

lie aust assure them that we shall arranse things in such a way that they or 
their sons and daugbters shall not be called upon to tigbt once aore the battle or 
treedoa and civilization. 

But what is the actual situation? lie know today that the Geraane are already 
?lanning the next war. There is convincing evidence or that tact. lie know that l . they are planning to go underground, to keep their organization, and to emerge 
again aa soon as they tb.ink their hour baa coael And we know only too well , fro• 
repeated experiences, that the German people will stand ready, ae always before, 
to follow blindly their !alae and oriainal leaders. 

It is hilh time, no, the tiae is overdue, tbat we should oeaee to aake any 
distinction between Nazis and Geraans, between eo-called "good" Geraana and "bad" 
Germans. Where are these good, decent Geraansf Where bave they been during these 
five awful years, while their armies attacked and raped their neighbors. and killed 
and robbed and tortured millions or innocent peopJ.ef Why were they absolutely mum 
while Jews and Poles and Greeks and Norwegians and aany, aany others were indis­
criminately murdered, whi l e Lidioe and Televaag and numerous other towns were razed, 
and innocent aen and women crowded into deatb-ohaebers and gaesedf 

Where is the voice or tbat decent. deaocratio Geraany ot wbicb we are so otten told.f 

It is no use saying that the Geraans are not organized, that they do not have 
the leadership, nor the arms, to oppose tboae in power. lie know now by the example 
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ot Norwa)' and the other subjugated countries. that where there is a will there is 
a WAJI, and that nth the weapons ot the will and the spirit any t)'rants and aeohan­
ized berberiana can be challenged and bell<td. lie lmow that it the indi&nation. the 
aoral wrath ot a nation is onlJI atron' enou&b. it will blast ita own W&JI throu&b 
all obstacles. 

The greatest danger to the world toda)'. in ay opinion, is that in the justifi­
able flush and relief or total military viotorJr, we shall relax and once more tail 
to aal<e a thorou&b job ot it. 

As sure as it is that we are gathered here tonight, so sure is it that another 
war. more horrible than human imagination can ever visualize. will break out in an­
other 10. 20 or 30 )'Gars trom now. i f we do not see to it that German)' and the other 
aggressors are kept under strict supervision and control as long as necessary to 
proteot those who come after us. I do not say how long. I sa)' as long as necessary. 
That is the only permissible yardatiol< . lie must do what it tal<es. That ie a sacred 
duty imposed on us. If we tail. the blood and untold suffering or another war wil~ .. 
be on our bands . 

Together we of the United Nations 111111t impose a strong and ~ peace on the 
aggressors. Not exactlll a "just" peace . Did it ever occur to JIOU that those who 
apeak or a "just" peace alwa)'s aean a soft, a lenient peace? 

I tail to see the logic ot such reasoni.ng. A "just" peace. or course. would 
mean a peace which does to the Germans all that they have done to us. "An e)'e tor 
an eye and a tooth for a tooth." It would mean a peace impl)'ing plunder and rape 
and wholesale. wanton destruction. It would mean indisori.minate murder and tortu re 
of the most revolting, Middle Ages kind. But in that sense we do not want a "just" 
peace. We do not want to stoop to the level or the Germans. 

What we want is a peace of ste1n retribution and punishment, under the law, 
for the guilty; a return of the agcreaeor 's loot; a redemption, as tar as at all 
possible. ot the destruction. the iniquities. the vile perversions or juetioe. the 
brazen mockery of truth and decency which have tal<e~ place in all occupied countries 
during the reign of terror or the Ger.an hordes . And bafore all, we want a peace 
or unshakable determination that this ehall never happen again l There is imposed 
on us - who have seen and learnt - the solemn obligation to our children and their 
children. to prevent the German people troa ever again having it within their foul 
pOwer to assault, and to impose their barbarian atrocities upon their civilized, 
freedom-loving neighbors. 

It we fail in this our supreme tael<, if from a feeling or instant relief and 
aieguided eottness we fail to put out forever the smouldering tire of resurgent ag­
greeeion. and burry bacl< to a tool's paradise or false security and normaloy, then 
our men shall indeed have tougbt and diad in vain. 

TRAITORS RESORT TO VIOLENCE AS NORWAY•$ LIBERATION NEARS 
Allbaeaador Wilhelm llorgensUerne warns that recent "acta of violence, despera­

tion and outri&bt bestialitll" directed against loyal Norwegians by the followers ot 
Vidkun Quisling will make it difficult to assure an)' orderl)' prosecution or these 
war oriainals in Norwegian courts of law as has baen constantl)' advocated botb 
bJ Hoae Front l eaders and b)' the Norwegian governaent in London. "Bll and large." 
said the Allbassador. "the people in Norwa)' bave been following the advice ot tbeir 
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leaders that all acta or retribution be postponed until attar Norway is liberated. They know that laws have been enacted which will be adequate to take care or all traitors, troa the lowest to the hia;best. But due to recent acta or violence, des­peration and outright bestiality by the quislings. the patience or the loyal Nor­wea;ians is rapidly naarina; the breaking point. It is by no means improbable that they will rise up wban they see the day or liberation is at band and taka matters into their own hands. 

"Obviously," be continued, "the quislings see the handwriting on the wall. They know they are doomed. There are, attar all, only a taw thousands or them in the entire country. But they are still enjoying the protection and support or Carman arms, and apparently they are out now to aaka the moat ot this advantage. They are doing a;ruesoae things, but in their desperation they do not aeaa to realize they are sealing an even acre grueaosa tate tor theasalvas." 
By way or explanation the Ambassador said that be bad just received a report on mass arrests now being conducted in eastern Norway by Quisling's state police and by his Hird (storm-troopers). Ilea• .. ol'ioualy bit ware the oollllunitiea ot Rena, Oaen and Engerdal in Osterdalen. It waa not known, be said, to what extent, it any, the Cersana were involved in the raids. At Rena alone not less than titty persona were arrested, and many or the• were subjected to treatment ot the aost brutal type . 

Persona tipped ott in advance sought to escape arrest by tleaing to the woods or by otherwise resistina;. Dogs were set on their trails, and all roads and bridges in the vicinity were barred. In asking the arrest's the Quisling state police 1118de extensive use or clubs, ropes and other instruments ot aaltreatsent. 
Among those arrested was Thorleit Braend, a 50-year-old bua driver or Rena. After his arrest he was placed in the yard outside the ottioe ot the local Nazi sheriff and roroed to run in circles while State police and Hirdmen amused them­salves by shooting at his teet. Later, in the sherift'a quarters, be was subjected to torture or the kind tre~uently eaployed by the Gestapo in Norway. One by one, all his fingernails were pulled out, and thereupon each or hie fingers was broken. Both ot his le&s were shattered. Braend diad shortly afterwards at a hospital in 

Elva rum. 

Sberitt Cjertsan. the highest police authority in the oo .. unity and a Nazi appoi.ntee. will be held chiefly responsible tor the torture ot Tborloit Braend, the Ambassador said. He rurther indicated that Sheritr Cjertaen•s remaining days in this world "are detinitsly numbered." 
"It be survives the liberation ot Norway," said t he Ambassador, "it is ~uite certain that he will not long survive his trial be tore a Norwegian court." 

SABOTEURS ACTIVE In a well-planned aeries of attacks Norwegian saboleurs have 
destroyed great ~uantitiea or German oil and gasoline stored 

along the inner reaches or Oslo fjord. At Dramsen several large tanka containing caaolino and diesel oil were set atire, and at Geilo and Skien other large sisilar stores were destroyed. At Skien the destruction was accospliahed by adding sugar to the gasoline atter the saboteurs bad decided aa;ainst setting tbe tanka atire tor tear ot damaging nearby Norwegian property. Witnesses report that the waters or Oslo tjord were covered with oil and gasoline tor an area or many miles. The exact quantities or oil and gasoline destroyed at Skien and Gaile are not known, but at Draaaen some 3~0,000 litera went up in tlaaes. Early llonday morning about tifty Cersan planes and sore than a bundred airplanes ena;ines stored in the municipally-
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owned workshops or the Oslo street railways were destroyed in a terrific explosion 
that awakened the entire city. Also destroyed were sizable atorea or spare parte 
and special iapleaenta wbiob will be ditticult to replace. Tbe explosion waa de­
scribed aa "one or tbe biueet acta or aabotace" e>o.aitted agaiaet the Ceraane in 
Norway. 

Sabotage directed against sulphuric acid plants near DrObak and at Lysaker 
in tbe course or the suaaer baa been so effective that all production 1a Norway ot 
explosives tor the Geraana baa now virtually ceased. Vital aaohinery as well as 
stores ot the manufactured product have been destroyed. 

STRATEGIC THEFT It has new been confirmed that the daylight thert of some 75,000 
newly printed ration cards from a truck in an Oslo street on 

August 9 was the work or patriots. Tbe plan ia to dietribute these cards ucng 
the young aen who are at present biding out in tbe forests or in rural areas in 
order to evade conscription tor the Nazi labor service. By denying these young 

~ . 

men ration cards the Geraans had hoped to starve thea into submission. In retalia­
tion ror the theft, Reichskoaaiaaar Josef Terboven baa ordered that rood ratione 
be reduced and that the coming ration peri od be extended from 84 to 89 days. 

NEW SUBMARINE It is announced in London that the Royal Nori:gian Navy bas acquired 
a new subaarine. The Norwegian rlag was hoisted over tbe ship at a 

recent cereaony attended by Crown Priace Olav. At a luncheon given by tbe shipyard 
tbe Crown Prince eaphasized that it will not be long before Norway is agaia tree. 

KING HAILS EISENHOWER King Haakon baa sent tbe following meesage to General Dwight 
D. Eisenhower: "I reel the urge to send ay sincere congratu­

lations on the brilliant victories whic.b the Allied forces under your co .... and have 
won in France . The final liberation or Paris and the destruction or great parts 
ot the ene~y'a rcrces have brought joy to all the Allies, and I am proud that Nor­
wegian forces have been able to take part in this great campaign tor the liberation 
ot Europe . To you and the great forces which are under your ccaaand I wish the 
best or aucceaa in the continuation or the battle, and I can assure you that the 
Norwegian people join •e aoat heartily in thia wiab." 

HERE AND THERE IN NOR"AY The Geraane have been thianing out their forces 1a Norway 
to the point where it is now believed there are scarcely 

· •more· ·than· ·100,000 •troops·.J.ef·t; ·BjUson scllool .. in ·Oslo, .usecl. by the -Germans ever 
since the invasion. bas now been abandoned. They are also leavin& the Inner Mission 
Society's Bible school building .... Ny Dag, a Swedish newspaper, reports that Germane 
rear the wrath or the Nonreciana more than the might or any Allied invasion armies, 
and adds that in certain localities tbe Geraana have even tried to get the Norweg­
ians to proaiae not to shoot at thea, 1r they (the Geraans) do not shoot at invading 
rcrces .... Gen . Wilhela Rediess , Gestapo chief in Norway, bas been added to the Ger­
aan general starr in Norway as Himaler's speoial representative; in other words the 
starr baa been placed under hie control ...• The port or Kirkenes in northernmost 
Norway was heavily bombed on August 17 .... Editor Henry Karlsen ot Dramaen has been 
arrested .... 250 prisoners rrom concentration oampa in Tr6ndelag arrived recently at 
Grini, and it is understood they will soon be aent on to Ceraany ...• It has just been 
disclosed that Pastor Ingolt Boce. 44, or Sotra near Bergen, died in a prison in 
Cel'llaDY on Aprll 1; be w4jJ' ect...a\ed&ill!Jiarcl¥ 1943 and sent to Gel'llaDY last February . 
. . . Hans Petter Dsldort Dahl, 25-year-old •edioal student of Saeatad, died last June 

0 in a prison oup at Weiaar; he was aaong tb_e. hundreds or Oslo University etudenta 
arrested late last tall 111!.4 ..,.,_.ent-..\o. a.Aoany early in January .•.. Ooly tour gas­
oline tillina stations are now cjaldi~ all of Oslo, and tbeae are reserved tor the 
Ge raana ancl tor "pri vilegecl persona." 
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PAIUPl!II.Ull OJ' m .pw UCilnD 

Ball aer1- .. baal)', LoD4oD 

!01 laorat&r.r ot S\ata, ... hiDcton 

DA!JI)' lapt•'bar a. 1t .. 

:IIICIIR! 71198 

CUJ'WWti& 

!'be •baaq Ilea h• ... T1Mf. \7 tu Diraotor ot 

IGO tlut.t \he :arutll• .111\u .... r Sa t..aon baa Wonat. 

h1a tut :Brasll h rH47 h aooapt 1100 Jm•h ref\lcH 

ohilv• tr• J11acar7 who .., h al.lAiwl ta lea'" a.caz,.. 

•-· \ he Oo•u •t at llr...U .... ut ._ira ta u-• 

GT tiu&dal. rlfjleunll1t7 -oenJ..Dc 'Cipbap ar h•apon. 

!'be war '~ :aoaH.' ehoull \a 'bioi-&. 

Wihl! 
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GDI-:144 
!hie tolegraa aaat be 
pusphruod before beizlc 
oo-.nio&tod to t.nyon.o 
other than a aon..-tal 
aconoy. (SECRET 0 ) 

Secr etary of State, 
ll&ahizlcton. 

739•, Septoabor 8, 8 P·•· 
FIIOIJI IIAliJI FOR PEIILE, WRB 

Dated Sept-.bor 8, l$64 

Reo'd llal2 P•• • 

In a oonteronoo today With l!aaon, Chief of Refu&oo 
Section of Foroip Otti oo, he atatod that Swiu bad 
ukod Brithh Gon...-nt for aato ooncluot for boa ta 
wbiob would take J ... troa IIWipry do- tbe Danube Rinr. 
Tbo Swia• bad atatod that auob a ppeared to be the only 
....,. of naCNatizlc ao .. 2 , 000 whoa• doportllro the 
Gonoana '"" WilUn& to pondt prorlded tranaportation 
oould be obtained. )f&aon atatod that be wu adrlaod th&t 
tho Danube had bam eo tborou&blY aiAod by Allied Air 
Forooa that 8JlY ....... 1 would etand little liltelihood of 
cotttnc through aatoly and &ooor din&17 bh Gon.--nt 
fol t th&t eato oonduot tor auoh n asal oould not be 
cranted. He 1a eo aclviainc tho Swiu today. 

Jlt.aon &leo atatod tbt.t B&rl ... , JoWiab .&&ency repro:. 
eentatiTe 1n Ietan'bul had requ .. tod pond .. ion to go to 
Bucbaroet. He 1a going to allow B&rlu to go thoro 
after Britiab of tioi&la b&n vrhed 11hicb will be a 
-ttor of &nly & t• ~·· I urged t b&t he aigl>t lilto 
to allow Barlu to go DOW to aurn:y tho eituation and 
han a progr .. ·roa<17 to put 1n operation wbon· tho Britioh 
Ottioora vri nd. BowoTer, he tbou&)lt that ainco thia 
-· onl:y a m&ttor of a f ft daya he ohould DOt .alto an 
iuuo of i t with tho other e.utboritioe oonoornad. 

'11118 
DC 
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P.uw>llRASll OF rv pav UCII'IKD 

PllOJh Aa•r1oan ~uy, London 

TOt Seore t&ry ot State, lralbil!lf;ton 

Dl!&Da Sept.aber 8, le.& 

lltliiBI2 t 1Z ~li 

IIBCRft 

Reterenoe 11 •de herwitla to Departaent•• o&ble 

.... 1011 dated .t.ucu•t n , 18M. 

't.he Departa.nt•e op1nio11 that it would DOW be in­

opportuu to olo .. CUp Iifautey 11 aveed to eDtire ly 

by the Foreig11 Ottioe. 

The War Retllgee Board lhould be 1ntonaed. 

1II1IAJ't 

242 
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1'~ 07 ,..., ... UQIInll) 

:nact .llaerioaa DelecaUoa, !14.o 

!01 horo\ar7 o~ 1\ato, Wuhiqtoa 

DUal ..,,_'ber 8 , 19" 

IUICIDI Jl 117 

OOiiJ'liiiii!UL 

lee rq 303, S.pt•ber <6, II p . a. u4 ~arta..,t•• 11<6, 

.. t~ jqv.et ao, 7 P••· 

!ho followtac 1Afonatioa ,.. obtaille4 fl'oa a aoh 

.. , .. tu ~~~ o~ hpt•'ber fl'oa tho llol.T looa !U 

l'opo1o llppM&Ch \brftell ~auoaa aiiMaala to \llo Go•-' 
•~ ~ roquettac \bat IIPJiroziaatol.T 1000 rohceoo 1a 

lortbanl Ital.T \o rolouot u4 trulporte4 to Southon 

Ital.T or oloowl>ero,.. -.l.o ~ Jluoio 1a IOZ'Ua ( ooo !¢or'o 

801), !U rowlt of \llio roque\ - tbat o.z •T .. ., .... 

tba\ 1a tba Ito11aa leoialilt ... Uc lAT tba •tbarUT 

tor thooo 1alh1--.J.o, It - tvhtc Sallcatet ~ tho 

Tau- that with that kiT tbq bat u -loaUoa. 

A 0411ploto h:n na air follow. 

ltiii 

Regraded Unclassified



0 

( ) 

CABLB ,.o A!OlA.SIWXlR NORWBB PROJI IBPARTllllll'l' .uro 'IWl RBPUOD BOARD 

Reterenoe 1a •d• to your 2013 ot !ll~at SO. D1aouaa1ona 

reterre4 to tberel.n are tald.ll& plaoe w1 th tllll lmowled&• ot Depa.-t­

•nt ud WRB , who are bel.nf; kept tully adrlaed by jale&ation Bern. 

TillS l S 1IRB CABIB TO LISBOII 110 . 87 

-

. . . ... . 

lloOO p.a. 
septeaber 8, 11164 

LSLeooero BAk&inot.h 9• 8-l• 
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Dhtribution ot September 8 , 1&&4 
true readinc olll;y by 
apeoial arre.nc ... nt , 
(SBCRB! W) 

War Re~ee 8oard 

AI!LEO.UION 

STOCKHOLII 

17~6 

4: P••• 

!'he aeu&&e below tor Oloen 11 WRB 83. 

JDC io r-.1 ttinc $100, 000 to ;you under Treu\ll')' 

lioenoe tor uoe i n Hllll&&r:Y under Wallenberg'• ouper-

vioioo and at hio diooretioo, 

1101 

II11LL 
(OLW) 

... 

SliP 
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DADDI 

II'OICBIIll 

WCJIUI. tll'f o:r HLJCJUM sift 

S.Crot&rT of Stato, Vuhlactoa 

M.rl- Lecatloa, llora 

loptMber 8, 1944 

moe 

n .... ullnr tile follmac ....... to lalT Marer 

froa X....tn, M.rloaa Jowlab Joillt Dlatrl'boltiOII. Co•Htoo1 

-uaaor•t~4 eoToral baA4ro4 Polleb-~Laa JetQc ... 

lll croat aoo4 ta lll>.obaroot, Ou 7ft arr-co r•1 t 15,000 

... llaro to PUder.- for tbh croap• • 

IIIJLL 
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··A~DB~A~• or ..... UCIJdt& 

.t.ciOia Leptt..a; ... . 

INre-.z., ef 1\Ue, ... ,,Me' ... 
a._'-bw •• 11N6 

IrMa 

!M f.Uewlac -...- h ~ lloOJ.eJ.leeA fer aa. 
o, ••c twa Jlla&e Doun,... ad froa I_. 1\era,.._, 

fer Uld• ef ~ lab'bh, tu fellewlJica 

111.10. Jec-41Dc tu t.1thrn•u Jflft eo_. t.porlet to 

.._. Pn .. l& ...., '1111 hi n•, · ~to a 'lllt.lle ace we cot 1& w.a 
wl\h Iatoron•• abftt \~ .... aU!Ioacll \~lee h little pneperi 

ef pt•tac t.p.ullle illfomaUoa r~ i:UM peaple at iU 

preen\ \t.M, Ia\CONII wlU 4o Ua 'l'e1'T 'bN\ U tbie •iter, 

J'rtll ~,. hlen, \1M a-a tnuporl ef au.prta 

J- u. aot aniw& u \u -•ta.. 'lllda h uatorluate, u4 

U rtCV4 \o \hta we ere 'l'e1'T 'IIAOerl&U, 'Ill thf.A a period. of IU 

well:• \1M t:rauponaUu ~f au. tu people, 1~ u -'be, u 
41ff .-at poo11pl io a Ullt rel OOUDtrT we CTUCM for U Jld~i, 

J'rtll Bucn Belen- tatet llllih of......,., we r.ceiYet...., u, 
.&.\ preeat iht~r ere 'beiiiC \r-*e4 IDthfao\on}T. ~h 

for \raupor\ 'baak \o BlllprJ' - aoi be 'b1'011Ch\ allftt, 

JUDII<II 
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CABLE n!Oio! 1Wl R.IIPUOBI IICWlD 'lO li!!!A888.UX)R 8TBINlWUlT AND IIU8CIIIWIJ, 
A!IKAli.l, TURIBY, 

?50 

The inror..tion oontained 1D 7"1lJ' l ti9a and lti9ti ot Auf:uat 30 , 

1o highly gre.tityin& and t he Board wiobeo ouoe &£ain to ooncratul ate 

7011 tor U.eoe l t.teot ouooeaoea clue to 7011r unreal.tting ettorto on baht.lt 

THI S lS 1fRB CABLE TO AJIIWIA NO, 107 

lO ttiO t..a. 
Sopteabor 8 , 1~ 

-
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CJ.BLB ft())( 1I'AR RUITOD BOARD AJID Till tm'.&I!TIIIIft' '1'0 AIIIWIIWXIR 
8!Blli!WUlf JIOR HIIlSCIIIIUI, AIIURA, TURD1', 

!be ..... •t~a, .. ~~o&rc~ IIDd tM Depu11Mc1t ..... a tlall av-t 
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ae to d"1r&b111t)< of 70II.J' pro..-.4111& to lllollarMt &a aooa u po .. ibl .. 
J.ooordillPr. e1 tber rou ar btald., or both, are aathor1aed to euter 
I!\IM.u1&. JDC 1a ac~ble to P&•~·· &00~ you 1t you de• 
it deeirabho 

THIS I S 'IIRB AJIIA1U. CABLE 1110. 108 

2al6 p.a. 
Sept.aber 8, 1964 

•• ' •• • •••• • • 0 .. .. ' 

Jliaa Ch&uDOe)' (For the eeo•r), .Abr&bauoa, CohD, ))lBoia , !'r'i.-.n, 
Bodd, L&ug)llill, Le .. er, lilt.DDoll, MoCo,._ot, C&ble Co11.trol rileao 
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Dt.otrtnUea of 
\ l"U ~iiiC ea1T b7 
epeol.al arn.c-••• 
(l.aaf II) 

Wu hhc•• Joari 

AMWJ••It .•.. , 
'7?2 

15 P••• 

n. tolln111C for lltoillhar4\ • 4 Klno'=•n tr .. 

War .. hie• Joar4 to Ue 10'1' • 

n. lllfor.aU• -taiaot 1D :rov 1atl ad 11111& of 

ODOO 8CaiD to 0~~·· 70U for \beOO latoo\ .UCOOOOOO 

WDtlll'fiD 
9/8/ftt 

liJLL 
(OLW) 

D 
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DEPARTMENT 
OF 

INCOMING 
TELEGRAM 

DIVISION ot53 
COMMUNICATIONS 

AND RECORDS • STATE 

' 

() 

SFG-90 

Secr etary ot State 

Washington 

1624, Eighth 

PLAIN 

Chungking 

Da ted September 8 , 1944 

Reo 1d 11:30 a.m. 

-T~-." =-o~ 
t>r1) n'l.. ,. 

CO' ',,. 1rA110NS 
I 

FOR SECRETARY TREASURY FROH FRIEDMAN 

Returned Chungki ng September 7. Delayed by 

transportation d ifflcult l es. Please lntorm wife. 

GAUS5 

CSB 

Regraded Unclassified



COPY HQ. __ I_J_ 

!iO'l' '1'9 p lU Tl!A!g:Imp 

254 

91UL 11o. an 
Intorm~t1on received up to 10 h.M, 8th September 1~44. 1 

l.~ 

Home \latera. 7th. Firat troop oonvoy arrived SI!ERBOtnp 
trom the U.S. BAY OF BISCAY 5th/6th A Bri~ieh 

Deatroyer took 25 prisoners charta and documents, trom two veaaela 
captured ott LA ROCH!LLE, Which ia controlled by FFI. 

Mediterra.nean 4oth, A la.nding cratt and French tug sunk and 
U.S. Salvage veaael damaged by mine 1n 

MABSIT!IES Re.r~, Where more magnetic minea ha.•e been destroyed. 
lith. U.s. Dutror:ra prevented attack by human torpedoes ega.inat 
shipping ott ~NkCO, 3 prisoners token. 

2, MILI'l!J!X N.w. :&!rope Second British .-rmy bee reached ALIIER'1' 
CkNlL on a Wide front end liberated 

ARIBN'l'IERIS and COURTRlJ. Oo.nadian troops are in contact >tith ene11,11 
atOR/,'V:IJ.lliBs and have reached 'YllRES and CJ.SSEL, 

Italy In ADRihTIO Sector aevere fighting oontinue6 
with little change in position. CORIANA, 

erroneously reporte« captured by U.K. troops is still held by enemy 
In centre alight Allied galee Eeat end 9outb ot PRJ.TO. In Weet our 
troopu &4venced about 2 miles between MONSUl!IL.NO and LUCCA. our 
operationa are haMper ed at all pointa by bad weather, 

3 . AIR ont!ATIONS 

Weatern Front. 

Southern France 

vehicles and 10 tanka. 

6tb/7tb. 41 Uoaquitoea despatched to 
KARLSRUHE and 19 aga1na .tber targets. 
None m1sa1ng1 

5th. In LYONS and DIZON arena t1gbters 
destroyed 14. locomotiveam 48 U.T. and other 

a 1500 

ll!lz 5th/6th. Bombers dropped 186 tons on FER!WU. railway 
centre. AEGEAN, weat or KHIOS, Beaut1gbtera d"Maged 

ton ebip and 2 escort vessels. 
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