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October 18, li« 

Dear Mlu Tull.T s 

the S.creta17 uked ae t o 11nd 70u the 
enclosed apeechea1 wlth the thouibt that ao .. 
of the .. terial lllght be u11ful to Judge 
Roeenaan and Jfr, Sherwood. He dellnred one 
in Atlantic Clt.r on October 7th, one ln lew 
Orleans on October 12th, and the thlr4 he 
will deliTer in Loa Anaelea on October 14th. 

Sincerel.T yours, 

(811JlH) B.S. nota 

)(laa Grace tullT, 
Seoretarr to the Prealdent, 
tbe lbite Houae, 
Waablnaton, D.c. 
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TREASUR'i DEPARl'MENT 
Washington 

FOR RELEASE AT 1:30 P. M., E.W.T. 
Saturday , October 7, 1944 . 

Press Service 
!lo . 43-64 

(The following address by Secretary Morgenthau 
at a War Bond Rally at the Hotel Claridge, 
Atlantic City, is scheduled for delivery at 
1:30 P . M. , EWT, Saturda~ October 7 , 1944, 
and is for release at t t time. } 

You may not be aware of it but this meeting today is 
a kind of birthday celebration -- a very important b~rthday in 
my calendar.. Just about ten years ago the !'irst United States 
Savings Bonds -- they used to be called Baby Bonds in those 
days -- were sold to the American public. And in just a few 
months -- next March t o be precise - - the oldest of these Bonde 
will reach its maturity and be presented to the Treasury of 
the United States for redemption. 

2 

A birthday is a family affair . And I am especially happy 
to be able to celebrate this birthday with members of the 
immediate family that made eav1ngs bonds the most popular and 
most widely held form of investment ever conceived in the United 
States , I think you can be very proud of your adopted child . 
When the hist ory of this war comes to be written I believe, 
indeed, that the savings bond program will have a highly honored 
place in it and that the job which you have done so generously 
and so effectively will be recorded as one of the major contri­
butions to our victory . 

I should like to go back with you for a f ew minutes to 
those oarly days., a decade ago , when War Bonds were Baby Bonds . 
They were conceived then with a very definite purpose in view , 
That purpose was , in a phrase, to democratize public financo 
in the United States . 

We in the Treasury wanted to give every American a direct 
personal stake 1n the maintenance of sound Federal finances . 
Every man and women who owned a Government Bond, we believod , 
would serve as a bulwark against the constant threats to 
Uncle Sam' s pocketbook from pressure blocs and special interest 
groups , In short, we wanted the ownership of America to be in 
the hands of the American peopl e . 
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l'ie bad made only a start in th18 direction, you will 
remember, when war broke out in Europe and threatened the 
security of the United States . But the foundation bad been 
laid for real popular participation in an American preparedness 
JrOgmm. Savings Bonds became known as Defense Bonds . And, 
as you all know, they played an important part in making th~ 
Notion ready for the great crisis which came upon us at the 
end of 1941. They served not only as a vital factor in 
financing the rearmament of our fighting forces but, what seem.s 
to me even more important, they gave to the average citizen 
a sense of the war's meaning and of the urgent nature of the 
notional danger. 

3 

When the enemy struck, the machinery was ready and 1n ,, 
operation for the people's financing of the war. Defense Bonds 
became War Bonds and through your efforts they have been put 
into the bands of 85,000,000 individual Americans . I congratulate 
you on the a ccomplishment. Think of it l Out of every thirteen 
men, women, children and babies in the United States, more than 
eight have purchased Bonds of their Government. Today there 
are approximately $23, 000,000, 000 of Series E Bonds -- the 
people's Bond -- outstanding all held by individual invest ors . 

4:) This Series E Bond was tailored specifically to meet the 
need of the average American citizen able to set aside modest 
savings for investment purposes . As all of you know, it is 
nonnegotiable and through arrangements which have recently been 
inaugurated, it is payable on demand 60 days after issue dote , 
at any bank . Its investment yield if held to maturity, 2 . 9%, 
is the highest obtainable on any United States Government 
security. 

\Ve designed this security in order to protect the small 
investor against any possibility of loss as a result of 
fluctuations 1n market value . Nonnegotiable securities with 
guaranteed redemption values are not subject to panicky 
liquidation which, experience shows, develops among small holders 
of marketable securities in the event of decline in market value . 
In short, they are more likely to be retained as investments . 

It is worth-while to recall, the experience following 
, World War I when Liberty Bonds plunged down into the eighties , 
end frightened buyer s , inexperienced as investors, unloaded . 
They felt that their trust in their Government bad been betrayed. 
Later they awoke to find that their l oss bad been the gain of 
tho speculators and the wealthy who then owned their Bonds a t 
prices t ha t brought them truly handsome yi 6lds on the safest 
securities 1n the world. 
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\ 
The Series E War Bonds will have an immense value, I believe, 

not only for the individual holders, but for the economy of the 
country ae a whole when the war ie ended , They will constitute 
an invaluable backlog of purchasing power 1n the post- war decade. 
Only a part , and I bel ieve the smaller part of this purchasing 
power will come from cashing the Bonde themselves . The most 
importPnt part will come from the greeter spending of current 
inconrs grow1.ng out of the sense of security afforded to 
ind!••id~:.als by their ?.'ar Bond holdings , They wil l provide, 
therox·ore, a strong bulwark against the sort of deflation which 
struck this nation so disastrously in 1920 and 1921 . 

There is one aspect of the War Bond P" ogram in vbich I take 
parti~ulor pride and upon which I want to offer my warm congratu­
lations to you , Throughout , the program has been conducted on ~ 
a gell'..linely voluntary, democrntic basis . From the beginnln~, 
we wo~e resolved to avoid certain high- pressure sales tactics 
which, u..'1.avoidably, attended the fund-raising of World War I . 
It was determined that there should be no compulsion, no hysteria, 
no slacker lists and no 1nli d i ous 'comparisons between those who 
bought Bonds and those who did not , There was to be room in 
this program for the individual with special burdene and responsi­
bilities \\hO could contribute only in very 'Small amounts -- and 
even for the individua l who coul d not shore at all . It hink you 
know, and the whole Nation knows, how scrupulously this policy 
has been observed , 

There was a good reoaon for it. In the early days of 1941 , 
when I first asked Congress for authorization to borrow from 
the general public through a Defense Savings Bond campaign, I 
said this : "There exists in the country today nn overwhelming 
desire on the part of nearly every man, woman and child to make 
some direct and tangible contribution to the national defense . 
'e ought to give them a sanae of personal participation beyond 
that which comes from doing their daily job faithfully and well . 
Every day , letters come to me ft;'Om people who ask, ' VIhot can I 
do to help?' Our plan t o offer securities attractive to all 
classes of investors is an attempt t o answer this question . 
I can think of no other single way in which so many people can 
become partners of their Government in facing this emergency. 
It is the purpose of the Treasury to raise money for na t ional 
defense by me thode which str engthen the national morale . " 

The desire of the people "to help," the sense of participation 
1n the national cause , could never hove been realized except 
through a voluntary program . You will r ecall, of course , the 
clAmor that arose for forced or compulsory savings . There were 
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many who declared that only in ~his way could the stupendous 
euma needed tor victory be raised, There were times, indeed, 
when those of us who had fait~ in voluntary methode seemed 
lonely voices crying in the wilderness , But there was one 
voice that never tailed to support ue -- the voice of the 
President of the United States , He believed always that the 
people would respond to any call that wee made upon them, He 
knew that the enlistment or their support could be beet attained 
through a voluntary program adapted to the democratic pattern 
or American lite , 

But a voluntary program could succeed, of course, only 
through the efforts of volunteer worker s . We in the Treall\lry 
could ru~t1ll only the functions of a general start , The real 
battle had to be fought end won 1n the tield -· tought and 
won by euetained, unstinting, tireless service . You have given 
that service . You have given it with a resourcefulness and 
enthusiasm and good cheer that have overridd~n every difticulty. 
You have given it at real sacrifice of time and cautort and 
self- interest , I think that the job that you have done ie 
beyond my praise , I know that the richest reward you can recei ve 
for it is the knowledge that it has been done supremely well; 
that it has played an indispensable part in our torward morch 
to Victory, Still , I should like , on behalf ot the Trearurr 
Department to say one simple word to you -- ~hanks . I ehal 
venture nothing more than this , But I know that this one word 
is echoed, and will be reechoed, by every one of your fel1ow~ 
Americana . 

When you enlisted in this progrnm, you enlisted for the 
duration . The term cf your service has not yet reached its ond , 
The truth is that the toughest pnrt of your job still lies ahead, 

Let us look a t the tuturo realistically, The war news of 
late has been extremely good , The enemy in Europe is on the 
run . How soon he will collapse, none of us can tell , But even 
when that grea t day comes, there will still be a hard and costly 
victory to be won 1n Asia , OUr military and naval authoriti es 
made the grim assertion just recently that it will take us at 
lD a at a yenr end a half to defeat J apan at'ter Germany is benton, 
And we shall be able to do it in that time only if we put ovary 
bit of our strength into the effort , The enemy has short , 
interior lines of communica tion, while we must move men and 
materials across the vest distances of the Pacific before we 
can bring our power to bear, Tho costa of this kind of warfare 
will cert ainly be ve ry high, higher e ven than they were in 
Europe , 

Regraded Unclassified



• 

• 
6 

- 5 -

You cannot rost on your lnurols . The Sixth War Loan 
campaign lies immediately ahead. Ita challenge must bo confronted 
just as resolutely os in the poet. And I tell you frenkly that 
oven on the moat optimistic assumption there will bnve to be 
a Seventh Loan . Your job is to make the people of Amerioa 
understand tbn t thore can bo no let-down on the Some Front now, 
tbnt the timo boa not yet come to relax or celebrate . I know 
that America can count upon you to see your job through to 
its end . 

oOo 
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TRBASURr DEPARI'MBNT 
Washington 
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R>R RELEASE, API'ERNOON WE'IISPAPER9, 
Thursday , Octpber 12, 1944 . 

Preas Service 
No. 43- 65 

,(roR RADIO RELEASE 1146 ,P.M., 'CVI'l) 
l • 

' . ' ' (The followlng address by Secretary Morgenthau 
at a War Bond Rally at the Hotel Roosevelt, 
New Orleans, is aohedule4 for delivery 'at 
1:45 p,J.!,, CWT , Thursday, October 12, 1944,) 

Wars, now as always, are won on battlefi~lds. But 1n 
modern war, which is total war, the Home Front is intimately 
involved. Economic stability at home is one of the absolute 
requisites to victory, Fo~ without economic stability it is 
impossible to maintain the vast and complex flow of supplies 
necessary for the cen on the fighting linea , 

It has been the task of the Treasury Department to finance 
the costliest war in history. I should like this afternoon to 
review with you in so·me detail the manner 1n which this task 
has been executed, Our problem has been sonllthing much more 
difficult than the mere raising ot vast stuns of money, The 
nub ot the problem has beep to raise these ·eums in such a way 
as to strengthen, rather than weaken, the national economy, 

Halt ot the total resources of the Uni ted States are now 
being devoted ·to waging war.. Since Pearl Harbor, war expendi­
tures have amounted to about $208,ooo,ooo,ooo, ' During thia 
same period, non-war expenditures have been kept down to 
$16,000,000,000, making a total government outlay for the 
courae.ot the war to date ot $224, 000,ooo, ooo. 

Where baa this tremendous sum come from? Well, 
$87,ooo, ooo,ooo, or 39 percent ot the total bill, baa come 
from revenue. 

During the fiacal. year just ended, e~end1turea were 
allghtly more than $96,00Q,OOO,ooo, and net receipts climbed to 

·a l!ttle over $44,000,ooo1ooo, or 46 percent, This means that 
there has been an upward trend in our coverage of war costs 
through taxation. It 1s a trend whioh 111&7 be aurpr111ng to 
some and which certainly should be encouraging to all. 
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!"want to put some emphas:l.s on th:l.s trend u:l.nce there have 
been charges of late that the Treasury has confused the publ:l.c 
by pers:l.stent :l.ncreases :1.n the tax burden. In tbe year ended 
June 30, 1940, the last f:l.scal year before the teg:l.n~:l.ng of t~e 
defense program, net Treasury reoe:l.pts were slig1'ltly less than 
$51 500,000,000. The $441 000,000, 000 total wh:l.oh. as I have 
just told you the Government took :l.n during the : 'lllst year, was 
en eightfold increase --a larger increase than las token plsoe 
:l.n the revenue collection of any other major belliaer~nt of 
this war. This is an il!lPortant th:l.ng to remember in inter­
national comparisons because the burden of taxati<ln muot be 
measured not only by its absolute magnitude but also by its rate 
9f increase, 

Now, I do not think there has be8)'l anythin6 co.tf\leing about 
thio . The A~er:l.can people, reoogni~~ng tho need ~~· greatly 
increased Government revenues, have submitted to the highest 
taxes :1.n the nation • s history Ylith remarkably good 8).'80e and 
good cheer. A sharp rise in taxes was absolutely necessary for 
the mintenance of economic stability, 

But even after these record collections there r~1:l.ncd the 
giant sum of $137, 000, 000, 000, expended during the las~ three 
year s , that had to be raised through some other means than taxa­
tion . 

This money had to be raised by borrowing. It VloUld have 
been relat:l.vely easy, ot. course, to rRise it by borrowing from 
the banltso. ~t 1.n order tO' avoiO. inflation, it WBs el!sertt1al 
that a nnjor pert of 'the :l.ncreased debt be borrowed outside of 
the banking system -- that is from the general public • 

• In selecting the Series E Bonds as our primary vehicle for 
matl s bottowing, we .}lad in m:l.nd f:l.rst of all the protection of 
the interests of the smell invest or. The Tr easury Department has 
consi dered itself a trustee for the men and wo!!len who purchased 
Government Securities primarily to help tjleir country in t:l.me of 
s tress . Such investors place the:l.r faith in their Government , 
We wanted , t llerefore, t o protect them, through a nonnegotiable 
bond, agai nst t he k ind 'of l iquidation whioh , experience s hows , 
deNelopa a mong s mall holders of s scurit i o$ in t he event of a 
decline 1n market wlue • 

.Aftc World War I, Liberty ilonda dropped :l.n va l ue down into 
the eo•a, and 1111D7 }>ereons who had bought t hem during t he war 
beneM ~tiled and sold tb•• !hq disooTSre4 late that 
theb' .loea hod been the pill of the apeoulators end the wealthy 
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who then owned their bonds and gleaned from them truly handsome 
dividends on the safest security in the world. It is not 
unnatural that they should have felt that their trust in their 
Government had been betrayed . 

The Series E Bonds have another virtue"which will be of 
benef':l. t not only to those who have purchased them but to the 
entire national economy . When the war is over they yrill provide 
an involuable backlog of purchasing power. 

I don ' t think that these bonds are goinS to be redeemed in 
a sudden deluge immediately after V-Day. On the contrary, I feel 
confident that most of those who bought them will make every 
effort to hold t hem to maturity. · But possession of the bonds 
will give to these people a sense of security about the future 
which will permit them to spend their current incomes more freely 
than would otherwise be possible . We shall find ,this purchasing 
power·immensely helpful during the reconversion period . It will 
prove, I am ~ertain, a vital asset in warding off the sort of 
deflation which struck this nation so disastrously in 1920 and 
1921 when we turned from war to peace production . 

Our ·.fiscal poJ.i"cy of siphoning off excess buying power by 
taxing and borrowing from the general publi c has been one of two 
buttresses supporting the structure of economic stabilization, 
The other buttress, of course , has consisted of direct controls 
including rationing,. prioe ceilings, allocations , etc . 

During this war the country has devoted twice as large a 
proportion of its :resources to war purposes as in World War I . 
In consequence, inflationary pressures have been vary much 
greater. The faot is, however, that prices have been held under 
much closer control . Based on actual studies of price changes 
in ~orld War I as compared with World War II, the savings to the 
Government , as a result of more effective control of inflationary 
pressures, has already amounted, by June 30 of this year, to 
f70,ooo,ooo,ooo. 

But the greatest and most important saving has been that 
among the people themselves . In the course of this vier there 
has been comparatively little of the reckless kind of silk shirt 
buying that took place as a result of inflatea pay envelopes 
during World War I . There has been very little recours e to 
black carkets . Instead, people have used their incomes, in con­
siderable measure, to pay off their debts . Since the beginning 
of 1942, for example, farm mortgages have been ~educed 15 percent . 

' 
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It is fair to say, I think, that the l'lar 
encouragement of thrift, has contributed 
sensible restra~nt in the expenditure of 

Dond program, by its 
significantly to this 
surplus. income. 

Of course, there have been other benefits of economic 
stabilization, too . The success of this policy has aided in 
preventing the piling up of excessive profits by fortunate bqsi­
ness concerns, r~s helped to reduce industrial disputes to a 
minimum -- and here I refer you to the.factual record rather 
th~n the headlines -- has prevented the impoverishment of recip­
ient$ of fixed incomes including soldiers • dependents ; and prob­
ably most important of all , it has averted what otherwise would 
have been almost a certainty, the likelihood of a postwar depres-
sion . ":' 

I have discussed the probloms of Vlar Finance and economic 
stabilization in such detail becau:Je I feel that you have been 

0 

and must continue to be vi tal partners in their solution . The 
record so far is one of which we can all be proud . It has been good 
p! its accomplishments , perhaps even better in the fin e cooper­
ation which made these accomplishments possible . If this same 
tireless , ur.selfish cooper ation is applied to the problems of 
the postwar world, we need have no fear of the future . 

But the kind of postwar world which we desire must still be 
Hacked from the enemy on the fields of battle , The time has not 
yet co~e for us to indulge in day dreaming or celebration . I am 
not goi~g to offer any predictions about tl1e end of the war i n 
Europe. I should like to remind you, however, that much more 
qompetent nilitary authorities than I have declared that even 
after the European war is won it will take us at least a year 
and a half to subdue our enemy in the far East . The war that 
faces us there is bound to be a long and tough and costly one 
in certin respects more costly than the war against Germany; 

0 

Let me remind you, too , that war expenditures do not stop 
abruptly with enemy capitulation . During the first six months 
following the Armistice in World War I , expenditures were 
slightly greater than during the six months precedinG the 
Armistice . Completed and partially completed produc·~s must be 
paid for . Ene~ countries must be ·occupied . Some relief for 
Allied Nations will certainly be necessary . The Armed Forces 
must be brought home and demobilized and, i~ the meantime, they 
must be paid and clothed and fed . I am sure that no American 
will want to fail in these responsibilities . They are costs 
that must be met if we are to make our victory complete and real • 

• 
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And like t he costs of the war itself they must be met i n such a 
way as to preserve and promote the stability of our economy . 

The Sixth Vlar Loan campaisn, immed:i.ately ahead of us, is 
one essential step in the performance of this job . Your job is 
to overcome any disposition among the American people to relax 
before final victory has been achieved . 

I know that you will do this job as you have done the job 
in the past . The success of the War Bond program up to the pres ­
ent time has been your handiworlc. It has been brought about 
because you t ackled it with fervor and resourcefulness and devo­
tion . I know that you have done your job only a·~ r eal sacrifice 
of time and comfort and self- interest . And I know also that the 
only reward that you have sought for your services has been the 
knowledge that you have played an indispensable part in the 
nation ' s progress to victory . I convey to you the very ~arm 
thanks of the Treasury Department, and I know that the work wh1,ch 
you have done commands the gratitude of all of your fellow 
Americans . 

- oOo-
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Washington 

FOR RELEASE, Al"l'ERliOON NE>ISPAPERS , 
Saturday, October_l? , 19~4 -

(POR RADIO RELEASE l r45 P .M., PIT ) 

Press Service 
llo . 43- 75, 

(The :following address by Secretary Morgenthau 

at e War Bond Rally at the Hotel Biltmore, 
· Los An3 eles , is scheduled for deli very at 

1 : 45 P . tl. , PWT , Saturday , October 14 , 1944 . ) 
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For the last week I have been f.lddressing a number of 

meetings such as this in various parts of the country . During 

the course of these talks , I have endeavored to outline briefly 

some of the philosophy behind American war finance as we at the 

Treasury DepartmP.nt view it . 

The democratic nanner i n which the financing of the war. has 

been handled, I aescribed last Saturday at Atlantic City . About 

85 , 000, 000 i ndivi dua,. Americans t>.nve bought bonds of their 

government . They have boUght them not as a result of oompuls ion 

but :for purely Jatriotic rebsons and becauDe they are the beet 

investment in the I'IOl"ld : 

Thursday,. ~ddressing a gat~ering similar to this at New 

Orleans , I e:r.ph;::sizeJ the part which v1ar finance r.as played in 

econolllic stabilization . The heavy ta:c burdens which the 

American pe.ople, generally speald.ng, have accepted with extra­

ordinarily t:;ood grace and the l~rge proportion of the increase 

in the puolic debt which hns been absorbed by the men and women 

of tnis· country, r.ave played a very important p~t in holding 

inflation in check . The OPA has estimated thst if p:rices 

<luring this vmr had riuen as sharply as in World War I , there 

would have been appro;xill'ately a $70,000,000, 000 increase in 

government costs -- a $70, 000, 000, 000 ndditional burden fastened 

onto the country . 

Toeay I would like to conclude this resume With-a quick 

examination of interest rates and a glance at the postwar public 

debt problem as I see it . 

The great~A~ansion in the Federal debt has been achi eved 

with virtually stable interest rates--than~s largely to your 

effort~ . Such change as has occt1rred has been to slightly lower 

levels . This contrasts with World War I when almost each now 
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aeries of bonds carried a higher interest rate, so that the cost 
trend was almost constantly u,pward. As a result, the average 
interest cost has been only l-3/4 percent on the wa.rtime increase 
in the public debt . ~is contrasts wit h 4-1/4 percent for World 
War I . 

The resulting interest saving approximates $4,000,000,000 a 
year -- quite a tidy s um to have saved for the taxpayers of this 
nation . Realization of your part in this saVing, I believe, 
should give you, as it has us at the Treasury, a feeling of real 
accomplishment . 

• 
Moreover, and this is a point deserving of particular empha-

s i s , the interest on all securities sold during the war has been 
fully taxable while the issues marketed during World War I were 
all either wholly or partially tax-exempt. This has r esulted in 
a further net saving to the Treasury amounting to several hundred 
m1Uinn dollars a year. Further thro\ll;b removal of tax exemption, 
all purchasers of Government securities are taxed their share of 
the war cost in proportion to their ability to pay . This is a 
point which may not have occurred to you but which should be of 
help in the sale of E Bonds . . 

Incidentally the Government in eliminating tax exemption 
r elinquished any /'unfair" advantage it might have had over 
private borrowers in securing credit . It thereby served to 
strengthen the private enterprise system. 

President Roos evelt, in his 1945 Budget Message summarized 
the situation as follows - -

"The primary achievement of our debt policy has been the 
maintenance of low and stable r ates of interest . Average 
interest rates payable on the public debt now are less than 
2 percent . Interest recelved from all new issues is fUlly 
t axable . As a result , the net cost per dollar borrowed 
since Pearl Harbor has been about a t hi rd the cost of 
borrowing in the first Wor ld War ." 

Personally, I do not anti cipate a r ise in interest rates in 
the foreseeable future . SaVings are abundant and promise to be 
adequate to meet all likely demands . We believe, therefore , that 
we shall be able to refund our obligations , as they come due , at 
rates comparable to those now prevailing . Thus , the saving to 
the Treasury will continue over a long period of years . At the 
same time the people to whom you have s old the war bonds will 
continue to be satisfied rather than disgruntled customers . 
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Moreover, quite apart from ita value to the Treasury - - and , 

hence to the taxpayers -- the continuance of low interest rates, 
will provide a stimulus to the national economy 1n the postwar 
period . High interest rates limit enterprise and discourage 
employment . Low interest rates stimulate business and make for 
expanding employment . 

Just as I see no reason for substantially higher interest 
rates in the postwar period, I do not see any need for a whole­
sale postwar funding of the public debt into long- term bonds . 

In the first place, it would cost the taxpayers more in 
interest . Next 1 it would shift whatever risk there is inherent 
in fluctuating interest rates from tlle Government , which is able 
to bear it , to individuals , institutions and corporations . Cer­
tainly the day is past when the United States Government need ask 
its citizens or its busin~ss enterprises to insure it against 
changes in the rate of interest . 

Finally, we have endeavored to tailor t he debt structure to 
the needs of thos e l'lho lend us the money and of the national 
economy . 

The small investor who purchases the Series E Savings Bonds 
places his faith in his Government . Could we do less than see to 
it that the securities offered hirn were suited to his needs? 

The Savings Bonds , w'1ile not a war development , having been 
first offered ten years ~go , have proved an admirable war finance 
medium which we expect to carry over into the postwar period . We 
hope that many millions of people l'lill continue to hold a fL11an ­
cial stake in their Government . 

Industrial corporations , as you know, have princi pally pur­
chased certif'icates of indebtedness and Series C llotes . These 
constitute a substantial part of their reserves for reconversion 
and postwar development . It is clearly advantageous not only to 
the corporations but to the whole economy that these reserves be 
liquid. The corporations thus know that the money will be 
ava ilable and without loss whenever they need it . When the 
proper time comes they can proceed full speed not only with their 
conversion but with any expansion plans they may have . 

Finally, there are the Government securities which now con­
stitute a large proportion of the assets of the commercial banks . 
f·!any of you are bankers . You know it has been our policy to 
encourage the banks to purchase issues of short maturity . As a 

.. 
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consequence, about halt the securities acquired by the commer­
cial banking system since the beginning of the war have been 
bills and certificates maturing within one year and practically 
all have had a maturity of ten years or under. 

13 

The result is that the banking system of the country is in 
a position of unparalleled liquinity. This, we believe, affords 
assurance against a recurrence of such unsettling deflation as 
came in the aftermath of World War I. Further, it places the 
banking system in a strong position to meet the shifts in 
deposits that many of you anticipate with reconversion and the 
new business demands for funds that should accompany tha develop­
ment of a healthy , expanding economy . 

In a word, the banks' part in war finance, great as it has 
been, instead of hamstringing them, has left them in a position 
to service enthusiastically a virile private enterprise system. 

I might point out that the banks have not only been able 
to maintain a strongly liquid poeition as a result of the manner 
in which the nation ' s war finance has been handled, but also 
they have found an opportunity for public service . This has 
enhanced the esteem with which they are held in their respective 
communi ties . !~ore over, w!1ile they have been making this contri­
bution to the war effort they have enjoyed an increase in earn­
ings . Net profits of all member banks of the Federal Reserve 
system last year were back'' at almost exactly the-ell-time high 
level of 1929 ." 

I want to thank you who have been the leaders in the wa:r 

finance work in these great western states -- thank you upon the 
part of the Treasury, whose job it has been to direct the program, 
and, more important, thank you on behalf of the United States 
of America , which, of course , is the real beneficiary . 

I am no prophet as to the duration of the war, but today we 
are hopefUl that unconditional surrender by Germany may not be far 
away . At such time all eyes will turn to the 17est . The eleven 
states represented at t his meeting will take on new importance in 
the war . The Pacific coast will become the springboard for the 
all- out offensive against Japan . 

This should prompt you who have the job of raising the neces­
sary money to redouble your efforts . 

Our immediate task is to put over the Sixth War Loan , to do 
so just as decisively as our fighting men are establishing their 
positions in Europe and in the islands of the Pacific, 
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I !mow you understand the importance of this absolutely 
essential link in the war effort . But you must do more than 
understand it , you must make the people under stand it, the men 
and the women in stores and offices , in :factories , on the farms 
and in their homes . 

14 

These people must understand , as you do , that the time has 
not yet come to relax or celebrate, t:1at we must speed weapons and 
supplies far ocros~ the Pacific to our armed :forces who know full 
well that a hard fight still lies ahead before they can bring us 
victory over the Japane:::e -- and these weapons and sup})lies must 
be paid for . That is our task - - I knorr America can count upon 
you! 

.. 
oOo 
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~ .,. THE UN DER SECRFTARV O r THE I Rt.ASURV 

.f-f/) 
WAaHINOTON 

October lJ, 1944. -
!he Preeident said he bed nothin8 ot interest to ae.y to the 

Cabinet and evel')'thing aee=ed to be going very well on all l'ronta. 

llr . Stettinius reported on Sweden. He said Sweden bed now 
stopped &11 aid· to the enemy end he thought the War and Navy Depart­
ments ought to be very gratefUl to the State Department for the action 
it had taken. He eaid this also disposed of the J:l&tter of S & K. He 
said he had received very favora~s nubl icity on the Dumbarton Oaks 
proposal, beth l'ron the danestic and f , reign viewpoint . The cables 

· the,- had gotten in tram abroed indicated it was accepted generally 
throughout the world exceot, of course, in the enemr countries. He 
thought there na pressure. now to set a date tor the general meeting. 
He bed told H a preea cont'erence that the date deperded on the ntll<t 
meeting between the Big Four. He advised them that the President 
would probably be tied up until attar the election and the chances 
are that the foreign diplomats would not want to go to a meeting 
before Christmas. It looked to him, th~refore , that the meeting 
.might not be held until early next year . The President said he had 
no word ;yet about a meeting of the Big Four but might have something 
definite on it within the next few da,-s . 

I bed nothing to report. 

llr. Stiaaon said he bed nothing in particular to report. He 
bed a number of matters he would like to discuss with the President 
after the Cabinet was over - matters which no~y would be discussed 
between the President and General L!arshall . General llarshall was amy 
so he would like to discuss them. 

1G 

The President asked him what was being done to further the program 
ot rehabilitation of returning soldiers. He said that w~a making progress . 
The Arrq had started out on rather a small ac&le and it was now developed 
to the ooint where he thought they could handle the situation very well . 

lllr . Biddle had nothing, although he asked to see the President 
after the Cabinet . 

lllr . Walker said they were mal<in8 pr ogress on the Christmas mail 
~iOi~though it was going to be quite a job delivering all of the volume 

of pacl<sgea they oxoect to receive. He said last ,.ear they handled 
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and malled 23 million packages to the boys overseas. It is eati.mated 
this year they w1ll h&ndle more thM ?0 million. They have a temporary 
one- story building on Long Island with a floor space or 500,000 square 
feet and anotl>er a t Los Angeles with 350,000 square feet. They ar e 
having sOI"e difficulty in keeping employees. last Sunday 111ore amployees 
stayed at hare than cMe to work, but they are unloadin& from seventy 
to eighty care a d&y in New York alone. 

The President brQU8ht up at this point the mat• er of eendin& 
SCI!ie relief supplies to Italy. He said he would like to 11\liseet tbet 
the first shin load that goes, he would beve Governor Poletti meet 
the boat at the wharf with Italians crowding around receiving the 
supplies and have a moving picture taken of it and sent back to \his 
country. Of course he had in mind this would be done before election. 

l.lr . Walker also brotlllht up the nuestion of the rsturning ballots 
of the soldiers. Be eaid unfortunately a few or then had been opened 
by IIi stake by the censor. !lr. Stimson said he had knowledge of two 
ballots being ooened. or course a great deal of criticin hae been 
directed at the censor for this act, but be says the censor bee to pass 
thousands of pieces of mail a day and in tearing th1111 open and stuping 
them the.r are bound, now and then, to get a ballot. They oont abroad 
about four million b&llots and if half of them are returned you can 
see the volume of mail the censor must watch for . 

J.lr . Forrostsl had nothing, but said he would like t.o see the 
President a few minutes after Cabinet. 

Yr . Portee had nothing. 

l.lrs . Perkins comr-ented on the prices in Canada and the United 
Stetoe. She said she thought we had done a better job than Cnnada 
and thet the President might very well use the l!lll.terial they bed 
gotten together in Salle of his speeches. The President said he would 
like to see the statistics on it and asked her also to get up some 
data with respeot to England . 

Yr. Jones had nothing, althoU8h he wanted to see the Preeident 
a few llinutes after Cabinet. 

Yr. llcllutt had nothing. 

Yr. Bl.andford had nothing. 

Captain Krug had nothing . 

Mr . Vinson had nothing and wanted to see the President after 
the Cabinet. 

Yr. Crowley had nothing, and here the President raised the questi on 
or what organisation abould hslldle the relief when Russia occupies Po}and. 
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Be wondered if UNRRA oouldn 1 t handle the whole matter. Orowler said 
he thought UNRRA oould handle the first phases or direot relief, but 
they oouldn't f'llrnieb aey rehabilltation. This again brought up the 
queation of what the Arw;r we doing in Ital.7 in f'urniebing relief to 
the Iteliens. llr. Stirsoo said he would like for the Arw;r to get 
out or th&t businese eo laue as it was not oonnected with the battle-
front. I said I thought the ourpose to be pined by the approval 
b7 the ~eaident of the recent memorandum permitting the use by Italy 
of the doll&re for our troop pay was to relieve the Arrrr about October 
let of this function. teo Crowley said that was right, but be wanted 
to call &tantion to the fact that neither UNRRA nor the Arw;y can 
f'urnish rehabill ta tion. llr. Stimson then ea1d he had so•• d011bt as 
to the legalit:r or lend- lsaae being used for rehabilltation purpoaes 
unleaa it was directly tied in with the battle. Be said he had a 
great dell! to do 'I'd th getting the original tend-Lease Act through and 
the subsequent appropriations and it was all put on a bseia of helping 

1f3 

those people who would help us to fight. He thought if e.ny rehabilitation 
wae going to be furnished to e.ny great extent we should go back to Congress. 
The President said "Yea, that's right,• but I ns not quite aura whether 
or not he tully understood the question. 

The ~esident said be had one other thing. There had been brought 
to hie attention the possibility of some or the contracting orricera of 
the various departments cancelling contracts which would throw thousands 
of people out of work all at once. He said this certainly would be a 
bad thing before eleotion and would require a great deal ot explanation, 
all of which would be very unpleasant . He said that be would like to 
issue an executive order to Treasury, War, and Nav:r requiring that the 
Secretaries of those depe.rteents pe.se upon each contract to be cancelled. 

I stated that there would be certain illplicationa if the ~eaident 
issued such an order, and raised the Cl'l&ation or whether we should not 
take what the ~esident said at the Cabinet meeting as a direction and 
let each Secretary issue hie own internal orders. 

Fred Vinson readily agreed with this . Be said it wOilld be bad 
for the President to issue such an order at this time, within three 
weeks of election. 1be President said all right, he would like each 
Secretary to do that. 

I talked with Jim Forrestal before I left the meeting and be 
said, he thought we all should do it on an informal basis. 
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THE U N DER SECRETARY Of" THE TREASURY 

WAaHINOTON 

October 13, 1944. 

In compliance with your request tor information 
with respect to the issuance of GI Bonds, I am told the 
Amy has received 555, 652 allotMents of these bonds up 
to Septe~ber )Oth, which amount to s little over $4 
million. In addition, they report 1 , 207 bonds sold for 
cash overseas and 22, 000 bolde sold for cash within the 
continental liaita of the United States amounting to 
another $150,000, a total of lese than $5 million for 
the two months that GI Bonde have been on sale. 

Th•se ar• not very lmoreaaive figures, but then 
of course it take• an awfully long t ime to get reports 
from the field offices, and theoe figures do not repre­
sent the totGl bonds that have been sold , 
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O.ilGir..U. Tl:ll' uF' TEIEClWt SENT 

FBaJ 1 Secntaey ot State, WuhiDcton 

TO ' .&meric&n Ecbue;r, Quito 

nATE 1 October 13, 1944 

li1MIER' 813 

The tol.l.Dw1ng cable bas been nceind h'ot1 AM11':-&1111y Berni 

QlJOTI 1. note with regard to protection of ialirldua.l.e 
in OeX'MJQ' c) a1m1ng Beuadortn ll&tion&lit;r of Feden.J. 
Political l>epartment wu forwarded on ~ 12 by the lou.doran 
Consulate, we are told by Swiee. Contradictions ot euoh a 
nature nre conteined therein tb&t ite ma&ning wee cli.tfioult 
f or the Sd.ea to interpret. It 11 said the Consulate wu 
not able to IIUPPl:r explall&to1'7 interpretation of the nota 
and tbe CoiiiiUla ta concurred w1 th Swiae tb&t in Ol'der to 
a wrt ldacon.etnlction, they ehoull! icJ1ore nota of 111\f' 12. 
In the ..a.ntiae, contents ot tb& nota were nnt by Fed&r&l 
l'olitie&l Depart.ent to Sriae Leption Berlin tor 
infor-.tion&l. purpo"s whlle waiting tor ol&rif1cation. 
Ecuadoran Consulate decided to ult Oovel'Dl!leDt at lcuador 
for such cl&rification. UNQUOTE 

Pleac:e endeavor to ensure that ol&r11')ring •eaage 1a aent 

to Ecuadoraan consulate in Be:l;'n conaiatant with the huanitarian 

~ eoupt to be acbiend, and lllllviH ~t and lioard at 

date and content. ot such -e&&e• 

. . 
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Pleue adviee appropriatA trwrte., to tu:rniab raporte thrO\IIh !lobuq 

to 'II!B en uae ot twxU .. nt trc:a Umted statAa tor reacua project. ot 

United Czechoelonk Relief, Poliah War Relief and P'Hncb War Relief, pountA 

remtted are $15010001 $250,000 and $75,000 r.,peoti.,.~. Licen .. a call 

tor retuJ.ar reports from truatAee and National War FUnd bae been adviMd that 

aucb repciii"U would be •de• 

Intereeted groupe here very anxioua tor information concerning uae ot 

aucb tund.a, '!bey &lao adviae that there probeb~ w1ll be anilable tor the 

lut quartAr of 1944 the tollOid.n& additional amounts tor operatioiW in •MII7 

ccmrolled areaer $100,000 tor the CMOhotlloftk prCIIJ'UJ $150,000 tor the 

French prosram; ind tJ.so,ooo tor the Poliab procraa. They requaat that tlw 

tru.tAea be 1nt..-•d ot thia &lid, it they fHl the &dditiOD&l t'uoda can be 

uaed by them tor opei'atione in •MII7 controlled areas, tba;r abould be r•-

qu .. tect to au'lm.t detailed procrua to you tor tonrarcliag t.o the .a. In­

tAreated F'OUJ>I bere would &lao appreciatA opinion ot truatAea ccacernin& 

the daairabili ty ot chanllell1na fUture opera tiona ot the•• pr•- tbrCJIICh 

The truatAea ot the three pr•- aboald &lao be edviHd that it tuma 

alreaq reed.tted c&DDot be pMfitAbl7 uHd by u-, auch tueda aboalAl be 

returned to the rtm.ttina ·oraaniaationa tn the Uid.ted Stat.~. 

!HIS IS ..S CAlm TO UliDCJI 10, Uo 

lOtU .... 
ona•u U, 1944 

• •• 
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Octobe' 13, 1944 

The tollowiD& tor llllm trail Pehle 1a lllb 12. 

There 1a preeen1;4 being cleared with the Brl.tiah the 

proposal ot th1a Oovel'DIIISllt to make ~nt 1n t'Ull to tM 

:retageea ew.ouated to the tlni.ted States and the 550 ew.ouated 

tl'CIIII ltaJT to hleat1ne tor the IteHen lire, .Ul lire, m:l notes 

and U.S. :r-l.low and blDe seal dollar• turned in b7 1111ch ret'll.-o 

gees to ACe upon leartng Iti.JJ. J])() ie w1ll1ng toMb the 

~nte in the tlni.ted States and in PalaatiDe apinllt reia­

biJZ'se~~ent in lira b)' ACC. Sinoa 1t appear11 thet the refll&eaa 

in queetion turned 1n their w.luta on tha ~ion that the)' 

•aal4 be paid 1n 1'1111 and 1n 'riAnr ot de~ alrud7 involved 

alld uu.roua cocpldnts, n are =clDa the atoruentioned 

spacial U,atMnt tor theM -•· Pleua consult with 

Aarons nth a 'View to a:xpediting olavanoa ot our propoeal 

llliB &Jil'l aCIII 
lJJ/12/44 
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Pleue delinr the follO'CI..ng menage to Maitre David, 117 Rue 

Breteuil, Uar .. Ule, frca Rabbi ~ar, ~ Iorkr 

QOOrB C»i IBll.t.LP' BDOOARD IZ ROl'IISCHILD CHt nplt !l (7 AR.IP 
ClBill IIQ'JI' R14UIS1'1'B N!CESSITliS liB&IED P<lt CHIIJ)REN AliD 
.&DUL!'S SHALt INDBAVCR lO!!T R!QUIRmalft'S UHQOO'l'B 

l 01l S •·• • 
OCtober 13, 1944 
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Pleue delinr tbll following menage t o Orand Rab'al.n JUlien w•il, 

44 Rue de 1a nctoire, P8ria1 frca Rabbi Langer, New Yorka 

Ql1Cil'B at l!!ltlU' BDOOARD rB RO'I'HSCIIII.D CIWlUWi CJII' ARlll C&BIB 
11:81' RBQUISITS lii!CBSS1'1'IIS NIIIDBiD Fm CtUWHEII AND ADULTS 
SHALL E.!IDElVCB IIS8'l' I!BQUiliFJ.o!ll 11NQT1ar& 

10:15 . . ... 
Oct ober l) , 1944 
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a&:BlB TO AII.IIRICAJI VISSI<II, PARIS, PRCJI WAR REP'OOBB BOARD. 

p].qae de1her the toll.Oid.ng menace to Leon Vein c/o Tap~ 

Ieraelite, ~ de Tilrit, :r.yon, troa Rabbi Langer, New York: 

QUOl'B ON BB!WP BDOOARD IS RC7l'BSCHILD CJl.liR¥.UI rl ARII' C&BU 
K<m REQUISITE HECFSSITIES NEEIED Pal CHIUlliEH AND ADULTS 
SlW.L BNDE.l Val J,mE'l' REQUIREII!llll'S UNQUCYI'E 

10:15 a.m. 
october lJ, 1944 
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SECRET 

Secretary of state, 

Vlashington 

FRQI AMERICAN CClHSULATE OENEIU.L 

Jerue&lem 

Dated October 1.3, 1944, 5 p .m. 

Courier departure: October 1.4, 
1944, 6 a .m. 

Roo •d : october 26, 2 p . m. 

A-51, October 1.3, 1944, 5 p .m. 

· Have received confide nti&l infon~~ation from competent 
Jewish source that Colonial Office has agreed to admit Jewish 
immigrants at the rate of 1,500 per month distributed as follows: 
Mgaria and Rumania, 5, 000; Italy, 900; Aden, 1 , 000; France 
2, 000 children; Delgiwn 200 mostly children. TUrkey, 200 mostly 
children; Switv.erland 1, 000 children, 

Previoue comml. tment to admit &ll esc•ring to Turkey kaa 
been abrozated and all other comoitments, except those for Spain 
and I'Ortue&l are to be cet from above allocation. 1l0nthly r ate 
of admission:s ia subject to revieion in Janua.ry. Rel:lainder of 
mute Paper quota will be reallocated when present allocation 
nears ca:tplotion. 

If i~igrants are brought in from unincluded countries or 
otore th11n ind:!.oated !rOot any J.ncluded country, other will be 
decreased correspOndingly. 

Jewish Agency i a pressing for increased MOnthly rate and 
for the eligibility or adults frQQ ~'ranee and SWitzerland , 

PINI'l!RTON 

2<3 
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CABLE TO lWliSTIR HARRISON, BBRII, Pat UC CIBI.UND, FROll WAR liEFUOBI BOARD. 

P~eaee deli var the following menage to Sal.y U&yer tr01111 v. A. 

Leavitt ot the ~rican Jewish Joint Distribution Ca.aittaa s 

QUOl'B 'Ill! 4UTH<JUZB ADDITIOIW. UPBNDITtJRB li!IW7 ROli!ARUII 
JB'IS 1101'11 Pat RFSCUB ACI'IYITI!S 00 RE.LlV IN HlllllARY UP TO 
IJOO,OOO ON CO!lDITION TH.LT YOU CAN PURCHASE PBI«)CES IN 
SIITZERL&ND FRO:.! SOURCES KNCiitN TO YOU TO B8 RBT.UBLE AN) 

SO THAT SWISS CURRENCY 1IILL NOT AID ElRI at ElRI 
COLLlBCJIAT!ONISTS. UPON YOUR REQUEST WE WILL TIW6IIIT 
TIIB SUll TO YOU AND WOUlD ASK YOU Sl:."'l' THIS UP AS A SEPARATK 
ACCOUNT TO B8 REPatTED ON SEPARATE AND APART FR<II OUR RmUUR 
FUNOO AT YOUR DISPCWL UNQUOTE 

THIS IS 1IRB CABLE TO B8RN NO. 21.4. 

lOslS a .m. 
October lJ, ~944 
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FOOU 1 Secretary of State, Waehington 

American Legation, Bern TO 

DATE 

NU:.ffiER 

Ootober 13, 1944 

• 3496 
CO!IFIDEliTUL 

To Uini.ster Harrison and t:cClelland. 
. 
1 . !lith reference to Department's 3120 of September 9 , 

3255 of September 21 and earlier cO!IIliiWlioationa regarding 
admil'oll).on of Jawillh children from Hungary, Pe:raguayan Ltinister 
of :&111eation b1 communication of August 30 agreed in princi ple 
t o enteai to children from Hungary previous Paraguayan consent 
to give a.aylUil to a m~~:~ber of refugee cbildren from France to 
be deten:1ined later, oubject to certain economic coaiitiona . 

Oa Septoa;ber 14, L<:uadorean l:liniatey of roreign attain 
Woillled Amembe.uy that "it 1e believed that Ecuador would be 
able to receive up to three huaired children provided that 
Tflill fUrnished the i'unds necessar,y tor the ease. 1 

By note of Auguot .31, Dominican Foreign IJinister intct'llled 
Amembessy that cinco it made •no distincti on in the nationality 
of the children which it would reooive there i a no inconvenience 
that thoy should o.lso proceed fro:ra Hunpry. • This applie s to 
a previous Dotai.nican agreement t o accept between 1000 and 
2000 r efugee cbildren. 

2 . Substance of your 64f:l1 ot September 29 ill being 
co:ummicated to Amombasay Quito f or appropriate action. In the 
meantime, the following Ecuedorean aide-memoire to Aoeabassy 
of August 24 baa been received. 

QUO'lE The Uinietry for Foreign Affairs, having beon 
informed of the persecution whicb at present is taking 
place 1n HWlpry against persona or a certain race , among 
whom arc many who poesess paaaporta issued 1n the nuea ot 
American Republics, bas addressed its di plomatic representative 
in Srltzer laai to arranga tor the Federal Goverzcent u 
representative of the interests of Ecuador in Ax:La nations 
or satellltea thereof to notity the Gonrmaont of HUilp%7 
that the Goverm~ent of Ecuador recognizes the vsli.dity ot 
documents or pe88ports iseued 1n i ta na.me and that 
according)¥ lt is expected that the bearer s of such papers 
wil,l be accorded the r ights, privileges and 1mmunities 
wbicb Ecuadortlll nationals enjoy. Likewise it has been 

requeated to state that the United States 1a authorised 
to negotiate the uchange of aucb perao!'lll . 

the 

• 
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The Ecuadornn Min1lltcy tor Foreigll .t.ttain, in 

roplyil:l& to the aide llltliiiOire ot the Embassy ot the UDited 
statee datod ~ugust 19, reiterates i t a intention of not 
declerini invelid passports granted illegally wbile 
they 1:111¥ serve to protect the lifo end property of their 
holders but (reiterates) that these persone are not 
thereby autboriJied to onter Ecuador. ~OOTE 

Pend ill& .f'Urtber action by Ecuador , please tr,. t o !:lab 
use ot above to onsure prompt action b7 Ecu8doren conaul&te 
and S'lriaa gover=ent in defense of holders ot Ecuadorean 
document& . 

) • VIi th reference to lest paro.gra.ph of your 6469 ot 
September 29 it is difficult to por coi ve why Swiss authoriti es 
should not have treated Ecuadorean request reprdinS HUD&UY 
as illlplying a requeet to represent Ecuador in HUD&UY to the 
extent etated, ond have adopted procedure analogous to tblt 
descr ibed in your 6219 of September 20. Department • a 2490 
of July 21 itea rix applies to this cue. 

4 . B;y note of August 14 Haiti.c.n Foreisn 1!1n1atry intortaed 
Amembassy that the follcr.1ing note has been sent on August 11 
t o Hai tinn legation Bern~ 

Quote f10fening t o ee.blegrlllll of the )ls t of July 
pleaae ask Federal Government to communicate the f ollowing 
declaration to the Qerman Government ~ ' Having learned that 
tile follo•ing per sona, llUlBly , Abraham Berger, Euaeoia 
Berger , Leon lllsa;ynsld. and L1l1 Ulaayneld, holders of 
passports delivered in the naae of Haiti, have been 
re110ved by tho German autbori ties trca the ci vil1aD 
internment CaJIP at Vittel to an unknown destination, tha 
Haitian Cogernment protute energetically against the 
treatment inflicted upon the above- ment ioned persona , 
STOP Tho Haitian Government urgently asks for infor­
mation eonceroiD& their address and their health and 
el(}l6ets their illllllediate transfer to a civiliaD internment 
c&mp where the;y would bo easily ava.ilable for exchange 
and where, in awaitini this excbange, the;y will be placed 
under tha supervision of the Protectill& Power and the 
International Red Crose. STOP. The Haitian Govoument 
also declares that it will not pel'llit that Ce111&Jl1 place 
in doubt the valld~t;y of any dOCUIIMillta delivered in ita 
na1110 and that it el(}l6cta that the Corman Govenaent 
will accord the holders of these doctDents the same 
t reatment which the Cel'II&D Government expeote to o~ 
f or ita nationale in t he Western Hemisphere. STOP. 
Final.ly, the Haitian Govern110nt reserves t he right to 
take acti on against any ill treat ment which might be 

infl1cted upon the ebov- nticned per sona and upon all 
persona who ruq be in the sue position. mquarE. 

$. lith 
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5. Hith reference to your 5281 of Augw~t 14, the following 

note frCY.ll Cuban lolinietey of State was recei ved by Amembe.se:y 
on S~ptember 19• 

QUO'l'B Although the data on Gelernter ere not 
suf'ficieDt to enable a quick search, since it 18 a 
ln-n1tarian ratter~ Governaent of Cull& desires to 
avall itaelf of the good ortices of tne Gover!lment o! 
tbe United States of kerica to tne end tbat all poaaible 
protection be ~Yen to Gelemter thr0\l8h the means which 
the llorth J&mcriean Government Ull88 in 81 m11ar cases . 
The Llin18tl7 will continue the iuvestii&tion started in 
the Department of Citizenehip ani Illlllligration in order 
to verify the exactness of the information and the 
Einbnssy will be duly informed, UllQUOTE. 

Please take appropriate action, 

6 . 'ilith reference to your 6524 of :Apte~:~ber 30, plean 
express to Swiss authorities th18 Government ' s appreciation 
o! their llbtion in conve:ying to H~ offi cials the messase 
referred to therein, 

THIS IS l1llB CABU: TO BERN NO , 2JJ, 

33 
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TO 

DATED 

II1IUiiEB ' 

Secreta~ ot State , Wallhin(ton 

American legation, Bem 

Ootober 13, 1944 

3498 

CONFm.E.'Il'UL 

Your cablo of September 5, 1944, No . 5820, is referred 

to berewith. 

;rt is requested that the Foreign Office of Switaerl.alld 

be informed that due to extensive wi ning operations in the 

Danube River by JJ.lied forces, the Gcvenm:ent of the United 

States i a not able to grant to group of Hungarian Jewa sate 

conduct f or trawl on Danube vessels . 

HULL 
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Thie telep-aa aua~ be 
paraphrued before being 
oCDRUnica~ ~o an;r•oe 
otber tha.n a Gowrreent 
Agency. ( SBCRE'l'-0) 

Da~ Octeber l3, 1944 

Secretary of St&te, 

6839, October 13, 7 p. m. 

Lega~ion•s 6619, October 5. 

Detailed letter of october 4 from Kasztner in 
Budapest, which arrived by SWise oou.rior October 7, 
given followinB intonna~ion si tuation Jews in 
Slovakia. 

lligh~ Sep~e11ber 28 ~o 29, SS soldiers and IO.i.lllca 
Quarda bloclatd off Jewish quarter of Bra~ialen (Press­
burg) and conducted a brutal hou.ae to hou.ae roundup 
"taldng ott betlftlen three to fou.r ~housand, J.lr's . 
Fleischmann and Dr. Kovace of Central Jll'lfieh 
organization were ordered ~o their office ~ supply 
authorities with necessary information. All other 
members Jewish Central including Dr. Ollkar Neumann 
and Rabbi Weias•Uandel along With mass Jll'lfB arrested 
were taken to camp of Sered. This camp, originally 
built tor one thou.aand porsone, housed tift to 
sewn thousand Jews. !limber of JOn thus 
concentrated represente about one-third rema1 m ng 
Jll'lfieh popula~ion of Slon.ld.a. other t~thirds 

ei tber in Par~ieat. con~rollsd terri tory or able 
remain i n hiding. News was reoei ved October 2 in 
&ldapoet ~hat tint ~ransport of two thousand Jewe 
bad already been depor.~ed trom Sered. 

This action in Bratislava was directed by &> 

cer~ain "Jtaupteturm Fuehrer• Brunner who was eent 
there by ticmann in Budapos~ on Septomber 26, 
Brunner, wboee past record of brutality is well known, 
baa been cbarsed with siaUar aotiol'l8 qail'l8t JewS 
during recen~ 110ntb ( * )adrancy (Vienn& and l'OlaDd). 

Kaaztner bad feir hopes that E:1chaann could be 
influenced to release at least leadins members of 
BratielaYa JeWish Center. 

Situation of &ldapest Jll'lf8 wry ori~ical. Un-

contirl8d 
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...:2-- ~9, October 13, 7 p.a., trca Bern 

contirmod rumors apeak ot deportation •en masse• 
having already begun. .lm tr71J18 by every available 
channel secure reliable intortl&tion. w.tre tr0111 Kaaztner 
dated October 11 does not i ndicate an:r such radical 
change in status quo. 

HARRISON 

( *) apparent a:d.asion 
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!MUSSY CF 1'K! 

OJII'l'ID STA!XS OF AllERICA 

Caracu, Octotmo 13, 1944 

Subject. I Protection of Bearers of Venezuelan, Documents 
in Tarritor,y occupied b7 Oennaey. 

The Honorable 

Sir a 

The Sacrata17 of .:>tate, 
Wuhiniton. 

1'11th re.terence to the llepart.Mnt'• eecrat circular 
airgram of :Jeptember 18, Sal' a .m., entitled •s.t­
guarding of Livea of Americnn Republica Document Holders• , 
I havu the honor to fUrnish the follow11'18 intomation 
which has been eupplled in strict confidenco by the 
llinhtr,y tlr Forei,n AffAire 1n rosponeo to representa.­
tione made b:r this l'lllbu"l" u inatructed 1n tha airgram 
above-cited a 

1 . T,lae lliniatr;r stated that it bad :¥ltified the 
Slriae Government tbro1J8h the Venesualan Chars• d ' Affaires 
at Bcm by cable that. the Venezualan tlovemmcnt rat1f188 
the lists deacribad 1n the 111_,rand11111 of this .&nbaaay of 
September 23, 1944, in oo f&r u concerna persona named 
in Veneeuelar. ~nta, 

2. The Forai.pt Office expressed the appreciat.ion 
or the Vonczualar. Oovenvnent of the offer of the state 
Department. with rcsard to protectinc the aaid persona 
and 1a 1n agrcCIIICnt. with the llata antioned be delivered 
to t he Swiaa author1.t1ea ror the conaequant purposes. 

RespecttulJ..y ;roure, 

I •I P'ranlc P. Corrisan 

Frank r. Corrisan 
!.ncloaureaa 
8 1 , CoP7 of Strict l.T 

Contident.ial Wemon •e 
No, 18'72, s.pt-bar 23, 1944, 
lett. at. Fo~ Office . 

2, Co.>7 of Strict.l7 Confi­
dential llaornadum f l'OIIl 
Foreign Office (No, 'Zr;6 of 
October 13, 1944). 

548 J1aoaa 

lliaa t.'bnunce:r ( f or t he Sac ' :r) Abraham8on, Aakem&llll1 ~D! ~~ Ilrur71 Dulbia1 Friedllan1 ~n, llodal1 I· .. MI'1 lfar4ca1 Mannon, JloCo 1 
Pable, m.a. 
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I h ... 1. D , .......... Oat.oiMr 13. 1944. 
,._ u. ~-I 2 II~. Cull 

AtllC'ft.J COrL"W!rfUL 

lb. 11172 
!1!'21·!1!1!! 

!be "bbeeq of Uw Ua1te4 Stuoe of .A.a-iea t.e 
\M llaaln- to refer to the lJiniat.rT'a M4 I S 
¥ i oMla 2l.2l. (Cont14anUal) ot AQcuat ) , 1944 
8llll to tlmllah beJo1r certe.i.n addiUo:wl. 1ntol'!Kt.1on 
tdW!h baa bee NCclvecl !rca the ~t ot StAte 
11ith ftCU11 tD bolden of docu=ent.a of 111UorW.1t7 
of t.ho Alaar:l.oan I\4pu.blica in Oerllllll con\rollacl 
\aft'itOI'Jf 

'lha UaUecl Swt.a Goven:IMilt, at tM lllliCMt.:l.on 
fill tba SWiM Oo~, 1a encleawriJ:II to COI¢J e 
u.t.a ot .uch holden t 6r tn111rtacloa to the O.IW.Il 
~. In tbb CODDect.:l.on tbe State D4lpartaeDt 
-.au ou.d t hat diatarbecl war oolallilcat.:l.oM bavw 1ut.ez-. 
fvecl .:ith co=wmtcatioua be"- tbe OoVWUIIIISllta ot 
tba brican 14p\lblicl and tiM1r ~an tiaaioJI81 
.-1-till& 1n i."l<<I:llplete recorda which &lake toe ~ 
Uon of such liata diff icult. lblrever, to u:d.at the 
$ld.ea 1n thia 111\tter, the Departaent ot Stt.to ·~•ted 
to tba Ua1\ecl Statu Z.aat.:l.on at .Bem that it 81ldeawr 
to C'bkha, with t he aid ot 1ooal ro~Pre&-ntf.Un~~ of 
orpn1sat1ona t hat. !w'fe records on tbe a.~bJoct• lbte 
Ulat. are .. oo.J~leta .. poallible with tba n• to 
trancl1ttil\!: t.hea to t he "Wiae .mtboritias. 

lJl tiM to"CQ1nc com.ct.:l.ou. tbe Oepart.Dmt of St.ta 
~ that the Oo~\a ot the ottwr l.aer1can 
Btplblics be intor-.4 of the ~ d.trab:U.it.J 0: 
ooan~ to the snu autbor1Uea the authenUcit;r 
ot INCh u..t. and the State ~t bel apnnecl tbe 
,.,. that, 1n '11• ot tba ' •"' tu1an ool'lllide:r&t.:l.on 
iaYol•ed• tba Ym nel M Quow 1t1 ttn' 1t• pan, -., 
tie ,.sntae to mpfl• \be mt.t.a.ta.., of tba u.t. Ab­
llltW • tbl Oal\ .. .._.. I 1r t1• -' .... ill 80 tar 
u Mu-on ot' rr1da• ila 'e _,tie -••rut. 
11M S\d.e .Dq;ea? , ~ ..... UN~ 
JCUt~q alwa- l ' lt ~ U!e a.iW ...... ClaOWL= 
_.\hat. t.IM 'I '= Ou:M rt .ul8R • ; arhd 
\e ,..at ~ t '=tm to UN s-lwd ..S 

tw. nt ~-- .c.u .,. _, • te • 'ww • 
UN f• •'• O.uw st fill \PM Mlsfw ~ .a,.. u 
_._ .. ..,..,_ .... ,a 'ln~l(llllr 

3!1 

-

0 

.. , .... ""S.l! ::~:'::.:-~.:::::~':' 1'=-~-:--=~-' 7 'e, f 1 D , .a L ' b, , • IDit ~ 
ftJn. • - • b b -. 
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1944, ~ U.. h r'c• M ••• Ot.ncu. 

to \be pc ... w!IDN .-1 11111 be S'¥'lwl;4 ill tt. liata 
•rw1acucl. 

'1be State ~ bu U.O e\a'-4 t.ba\1 in \he 
;nat o£ tl» CQII\ltlt.ion ot tbe Ue\ ot "o'dcoe ot doclr 
Mllte iNued in tho ,_ ot \be Vn J'l1IIIIM'Iolrw1Wnt 

or or other J)Ul'UODU linda- --v ocintftl to wbaa Lt 
~ to Bin prot.eotion, tl» ~ted S\atue Oor-nt 
1dll. be &lad to CICt«l4 to eucb p-ne tl» ~U ot 
Ue 11Ct.1\'i.U• L1t..m4ed to u.t~ tbaS,r liftU and .S..U, 
1t 4ee1Jw1 b:r tbl Veneu;lan Ooftat ll, el.n_,. tl"UJiPiid.t 
.._, eudl Uet to tbo .'iid.u Qovw• t. 
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QPTEL lp. 333 

Intormation received up t e 10 •·•·• 13th Ootobor, 1944. 

l. uw 
One ot our aotor IUD boeta a1ned and aunk in the Gult 

ot Vantol on letb. A a1neaweeper aleo dlmtled by mine eaae area. 
On lOth and 11th u.s. Deetroyors shelled bridges on the Franco­
Italian frontier. 

On lOth Carrier- borne aircroft attacked harbour inatal­
lat1ons Syre ond Laro1 and en 11th sank 3 8-boat• and dllllla&ed 
aliOther, an eacert ship ao4 several aull craf·t. 

One ot H.ll. Subllortnas haa 1\lnlt a s•U carco ship and 
tour caiquea in tho Aaaaan. 

On 12th one or H.ll. Cruisers bocobarded Fhleva Ialan41 
s.s. ot Piraeus and one ot H. ll . Aircraft Crutsera bombarded a botury 
on tho Island or Aogina. 

2 . MILUARX 

4 

!!SmJ! ~!~· 2nd Britilb l.l'lii)T has attacked S.B. fr0111. 
the corridor and occuj)e VITloon 1• ailea lf.E. Het.onct . Attack \:" 
on Aachen renewed tollowt.nf rt.tu.sei ot Oeraan ca.rriaon to surrender. 
Unofficial reports state A lied troops already t1ahtina in the street• 

·ot tho city. SUg.ht advances 11111de But and s.s. ot Spinal against 
determined resistonce . 

~. Exploiting their bridgeheads over the Piumiot.na 
troop• ot 8th Army mado a little turthor progr ess toworda Cesena. 
Our troopa ba ... also ca1ne4 a small area N.&. or Bacno. Sth Army 
have •ovid forward vor1 alight!¥ in three sectors south or Bologna, 
north and aut or Porretta and no.rtb or Borao. 

~- RUision~ report progres• to within 5 miles or 
Riga on the East! Advonoea in llemol aroa, 1nolu~1nB widentnc or 
frqntaso on Balt c Coaet, arrival at Ealt Prussian bordor due west 
ot X9vno1 prosresa up tho Carpathians in North Transylvania and 
H.W. ot cluJ! capture or Oradoa and aever'l railway atat1ona s.w. 
a.nd w. ot Debreea.n; c•pture of Subot1ca on Hunaarian-YUaoalav . 
frontier aDd proaress S.B. ot Beicrade. 

3. AIR OP!!!ATIONS 

WESTE!Ie p!i11I. 12th. Providonal oort1ta 4,86o R • .A.F. 
o!OBVY bOilbora attac c eMe Eickol oil plant near Booh\111 - 563 tone ' 
•llld battery at Breskana - SS8. U.S < htaVJ boalbera bCIIbod Oana­
l"uck railway centre - 618 ton.a and Broa.n a1rcratt coaponanta factory 
~S8. Good reaulta claiaed, II1Utar1 obJactino in bottle area 
•ttacked bJ aadiua &Dd tiabter boabera , particularly 1D Aachen &Dd 
liaa.rburc areaa - 637 t on.a , Go....., caaulUea 29,4,8 in tbe air and 
8 , 1, 12 on tbe_aroaal , Owa - 21 ataatnc and l craabed, 

12tb/l3tb. 70 lloaquttoaa aaapatcbadl - Bubura 5'2 (1 
mtastnal1 otbar taalal - 18. 

dropped 91 
39 atroratt (2 ataai.DI) 
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October 14, 1944 

YE!o!ORANDUll 

Mr. Steve Early called today at 

1 : 50 p.m. He sa1d he wanted th1s ot!1ce 

to know that the Pres1de~t had declined 
"' 

an 1nv1tat1on to part1o1pate 1n the N. Y. 

'? 

Herald-Tribune Forum. He said, •oontiden­

t1ally, I would suggest that any Treasury 

people who might be invited to participate 

should also decline. • 
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ROOSEVELT DECLINES 
ru~944 

I NV IT AT ION 

TO SPEAK AT HERALD TRIBUNE FORUM 

WASHN - A P - WHITE HOUSE ANNOUNCED TODAY 

THAT PRESIDENT ROOSEV ELT HA S DECLINED AN 
INVITATION TO SPEAK AT CONCLUDING SESSION 

NEXT WEDNESD AY NI GHT OF NEW YORK- HERALD 

TRIBUNE FORUM 

·' 1 

GOV THOMAS E DEWEY H IS REPUBLICAN OPPONENT 

WILL SPEAK ON TH E FORUM THAT EVE NING ON 
FOREI GN POLICY HIS TOPIC BE IN G -T HIS . MUST BE 

THE LAST WAR-
WHITE HOUSE PRESS SECRETARY - STEPHEN EARLY 

REFERRED REPORTERS TO DEMOCRAT IC ~ATIONAL 

CHAIRMAN ROBERT E HAN NEGAN IN NEW YORK ·wHEN 

ASKED WHY PRESI DE NT TURNED DOWN INVITATION -

PRES IDENT USUALLY HAS ADDRESSED THE FORUM 

IN FORMER YEARS 
-THE PRESIDENT- EARL Y SA ID -DECLINED THE 

I NVITATION BY TELEGRAM LAST NI GHT- HE DIDN-T 

SA Y WHY TO MY KNOWLEDGE AND IT WAS A VERY 

BR IEF TELEGRAM - - YOU CAN ASK CHA IRMAN 

HANNEGAN WHY-
EARLY REPEAT ED WHAT THE PRESIDENT . TOLD RE­

PORTERS YESTERDAY ABO UT FUTURE CAMPAIGN PLANS · ­

THAT THE PRESIDENT IS TALKING ABOUT OTHER SPEE­

CHES BEYOND THE -ONE PLANNED FOR OCTOBER 2 I IN 

NEW YORK BUT - · 9·5 --BUT - NOTHING IS . READY · 

FOR ANNOUNCEMENT~ 

-v-
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n.eadiog cop) of <> ecre tar)' s Los .Angeles 
BJ;tech. 
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Los Angeles ~~~~~ 

For the last week I have been addressing a 

number of meet ings such as this in various parts 

or the country . During the course of these t alks, 

I have endeavored to outline briefly some of the 

philosophy behind American war finance as we at the 

'l'reasury u ... partment vie., it . 

The democratic manner in which t he financing of 

the war has been handled , I described last Saturday 

at Atlanti c City . About 85 mil l ion indi vi dual 

Amer icans !lave bought bonds of the1?1;overnment . 

They have bought them not as a result of compulsion -
but for purely patrioti c reasons and because they 

are the best investment in the world . 
~ 

Jr.gl,. 
I 
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0 Thursday, addressing a gathering s 1m1lar to 

this at New Orleans , I emphasized. the part which 

war finance has played. in economic stabilization. 

The heavy tax burdens which the American people , 

generally speaking , have accepted with extra-

ordinarily good grace and the large proportion or 

the increase in the public debt which has been 

absorbed by the men and women or this country, 

0 
have played a very important part in holding - · -
inflation in check. The OPA has estimated that 

i! prices during this war had. risen as sharply as 

in World War I , there would have been approximately 

a 70 billion dollar increase in Government coats --

a 70 billion dollar additional burden fastened onto 

the country . 
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Today I would like to conclude this resume 

with a quick examlnation ot interest rates and a 

' glance at the postwar public debt problem as I 

see it. , 
The great expansion in the Federal debt has 

been achieved~ith virtually stable interest rates-­

' thanks largely to ~ ettorts. Such change as ~ 

' occurred has been to slightly lower levels . This 

contrasts wi th World War I when almost each new -
series or bonds carried a higher interest rate, so 

that the cost trend was almost constantly upward . 

As a result , the average interest cost has been 

only 1-,/4 percent on the wartime increase in the 

public debt . This contrasts with 4-1/4 percent 

tor World War I • 
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• The resulting interest saving approximates 

4 billion dollars a year -- quite a tidy sum to 

have saved tor the taxpayers ot this nation. 

Real i zation ot your part in this saving, I believe1 -
should give you, as it has us at the Treasury 1 a 

" reeling ot ~ accomplishment . 

Moreover, and this is a point deserving ot 

particular emphasis, the interest on all securities 

• sold during the war has been tully taxable while 
~ 

the issues marketed during World War I were all 

either !holly or partially tax-exempt . This has 

resulted in a· ·further net saving to the Treasury . . 

amounting to several hundred million dollars a 

year . 
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• Further, through the r emoval ot tax exEIIlpt ion, _!!! 

0 

• 

~ ....... 
purchasers ot Government securities are ~d thei r 

~ 
share ot the war cost in proportion to their abilitr 

to pay . This i s a point wbicb may not have occurred 

to you but which should be ot help i n t he sale or 

E Bonds . 

Incidentally, the Government in eliminating 

tax exemption relinquished any •untair• advantage 

it might have had over private borrowers in securing 
....... 

cr ddit. It thereby served to strengthen the private 

enterprise system. 

President Roosevelt , in his 1945 Budget Messa~ , 

summarized the situation as tollows : 

•The primary achievement ot our debt policy 

;.._ ' has been the maintenance ot low and stable -
rates ot interest • 

'9 
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Average interest rates payable on the publi c 

' · debt now are less than 2 percent . Interest 

received !rom all~ i ssues is tully taxable . 

As a result, the net cost per dollar borrowed 

' since Pearl Harbor has been about a third the 

cost ot borroWing in the !irst World War .• 

Personally, I do not anticipate a rise in 

interest rates in the foreseeable ! uture . Savings 

are abundant and promise to be adequate to meet 

~likely demands . We believe, there!ore , that 

we shall be able to re!und our obli gations, as they 

"' come due , at rates comparable to those now pre-

va1ling . Thus, the saving to the Treasury will 

continue over a long period o! years . 
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4t At the same time the people to whom you have sold 

" the War bonds will continue to be satisfied rather 

than di sgruntled customers . 

Moreover, quite apart from its value to the 

Treasury -- and, hence to the taxpayers -- the 

continuance ot low interest rates, will provide 

a stimulus to the nati onal econo!IIY in the postwar 

' 

• period. High interest rates llm.lt enterprise and -
"' Low interest rates stimu--discourage employment . 

' late business and make tor expanding employment . 

Just as I see ~ reason tor substantially 

higher interest rates in the postwar period, I 

do not see any need tor a wholesale postwar -
funding ot the public debt i nto long- term bonds . 

4t 
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In the tirst place, it would cost the 

taxpayers more in interest. Next , it would shitt -
Whatever rlsk there is inherent in fluctuating 

interest rat es !rom the Government, whlch is 

~to bear it, to individuals, institutions 

and corporations . Certainly the day is past 

when the United States Government need ask its 

• citizens or its business enterprises to insure 

it against changes in the rate or interest . 

Finally, we have endeavored to tailor the 

debt structure to the needs ot those who lend us 

the money and ot the national economy. 

The small investor who purchases the Series 

E savings bonds places his t~ in his Oovernaent • 

• 
Regraded Unclassified
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Could we do less than see to lt that the securltles 

ottered hlm were sulted to hls needs? 

The savlngs bonds , whlle not a war develop-

ment, havlng been tlrst o!tered ten years ago, -
have proved an admirable war !inance medium which 

we expect to carry over into the postwar perlod. 

We hope that many millions ot people will continue 

to hold a !lnancial stake in thelr Government . 
~ 

Industrial corporations , as you know, have 

principally purchased certi!icates ot i ndebtedness 

and Sarles C notes. These constitute a substantial 

part ot thelr reserves tor reconversi on and postwar 

development . It l s clearly advantageous not only 

to the corporati ons but to the whole economy that 

these r eserves be llquld. 
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The corporati ons thus know that the money w1ll 

' be available and Without loss whenever they need 

~ When the proper time comes they can proceed 

full speed not only with their conversion but w1 th 

any expansion plans they may have . 

Finally, there are the Governaent securi t ies 

which now constitute a large proportion o! the 

assets or the commercial banks . Many of you are 

banker s . You know i t has been our policy to en-

courage the banks to purchase i ssues or short 

maturity. As a consequence, about hal! the 

securities acquired by the commercial banking 

system since the beginning or the war have been 

bills and certificates .aturing within one year 

and practially all have had a matur1 ty or ten 

years or under. 
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The result is that the banking system ot the 

country i s in a position o! unparalleled liquidity • 

• 
This, we believe, at!ords assurance against a re-

currence ot such unsettling de!lat ion as came in the 

aftermath o! World War I . Further~ it places the 

banking system in a strong position to meet the 

sh1tts in deposits that many ot you anticipate with 

0 
reconversion and the new business demands tor tunds 

that should accompany the development ot a healthy, 

expanding economy. 

In a word, the banks ' part 1n war !inance, 

great as it has been, instead ot hamstringing them, 

Jllf bas lett them in a position to service enthusi­

astically a virile pri vate enterprise system. 

0 

55 
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I mlght point out that the banks have not 

only been able to maintain a strongly liquid 

position as a result o! the manner in which the 

na t1on' s war finance has been handled, but also 

they have found an opportunity !or public service. 

This has enhanced tbe esteem with which they are 

held in their respective communities. Moreover, 

while they have been making this contr1but1on to 

the war e!!ort tbey have enjoyed an increase 1n 
....., 

earnings. Net pro!lts o! all member banks o! 

the Federal heserve System last year were back 

" ' at almost exactly the-all-tlme hlgh levelo! 1929. 
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I want to thank you wno have been the 

leaders in t he war f inance work in these great 

western st ates -- thank you upon the part o! the 

Treasury, whose Job it has been to direct the 

program, and, more important, thank you on behalf 

ot the United States or America, which, o! course, 
........ 

is the ~1 beneficiary. 

0 I am no prophet as to the duration o! t he war, 

but t oday we are hopeful that ~un~c~o~n~d~it~i~o~n~al~-

render by Germany may not be tar away . At such 

~ 
time all eyes will turn to the West . The aevea,eea 

states represented at this meeting will take on~ 

1aportance in the war. The Pacit1c Coast will 

becoae the springboard tor the all- out otfena1Ye 

agai nst Japan • 

• 
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This should prompt you wno have the job 

ot ra1s1ng the necessary money to redouble 

your ettorts . 

Our immediate task 1s to put over the S1xtb 

War Loan, to do so just as dec1s1vely as our 

fighting men are establishing their positions 

in Europe and in the islands ot the Pacific. 

0 I know you understand the importance ot this 

absolutely essential link in the war etrort. But 

you m et do ~ than understand it, you must IIS.ke 

the people understand it, the men and the woaen in - -------
stores and ottices, in tactorles, on the taraa and 

1n their hoaes . 
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These people must understand, as you do, that -
the time has not yet come to relax or celebrate, 

that we must speed weapons and supplies tar 

across the Pacific to our armed rorces who know 

... 
!ull ·Well that a hard tight Still lies ahead 

be!ore they can bring us victory over the 

' Japanese -- and these weapons and supplies must 

Q be paid r or. Tha. t is our task -- I know America 

~ 
can count upor;t y~ul 

·-
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FOREIGN ECONOMIC ADMINISTRATION 

WA.HINGTCN 

/'--(0 

Ootober 14, 19411 

Dear Secrutaey .lloraenthau, 

If it is satisfactory to you, we would 

like to talk to Sam Klaus about signing him up 

on tbe FEA payroll, 

llonorabl.e Henry lloraanthau, 
Secretary of the Trauur,r 
W'ashillgton, D. c. 

Sincerely yours, 

Jr. 

v 

ro 
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MEmRANDUll FOR THE SECRETARY. 

October 14, 1944. 

Mail Report 

At the end of the third week, the controversy 
over the so-called Morgenthau plan for de-industrializ­
ing Germanr has vecy nearly spent itself. This week 
there were only 40 communications on the subject, a 
number of which merely requested copies of the com­
plete plan or submitted other proposals for postwar 
treatment of Germanr. The ratio of favorable comment 
to unfavorable remained, roughly, 3 to 1. 

Other mail was a bit heavier than in previous 
weeks, but covered only run-of-the-mill subjects 
that offered little of a quotable nature. However, 
for the first time, the political campaign was made 
an issue in quite a few of the letters . In request­
ing tax refunds, describing conditions that necessi­
tated redemption of bonds , complaining of delays in 
handling them, or demanding tbat the Treasury forward 
at once their delayed allotaent checks, correspondents 
frequently berated the Administration for its ineffi­
ciency and threatened to vote it out of office in 
November. 

Although the over-the-counter plan has been in 
effect more than a week, there has as yet been no 
decline in the number of bonds submitted here for 
redemption. In fact, the number rose from 50 last 
week to 57 this week. 

The volume of mail received from the White House 
during the 110nth of Septellber ne exceptionally amall. 
Out of a total of 174 pieces, 120 were re-routed to 
other officea, and 54 were acknowledged in the 
Correapondenoe Division. 

61 
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FaYorable Comments ~ Postwar Plana for Germagr 

H. c. Minard, DaYeneort, Iowa. * * * These •soft­
hearted, sob-sister people that want to be kind to 
the Germane, and not be too severe on them in making 
the peaoe ought to have had the experience the 
small nations and Russia have endured. * * * We can 
be assured of a permanent, lasting peace in the world 
only when the German and Japanese nations are de­
stroyed as a nation, then the younger generations as 
they grow up mar be educated away from Prussianism 
and militarism. There must not be any •soft-hearted, 
sob-sister" peace . Ron. F. D. Roosevelt and Secretary 

Jlorgenthau are the ones to speak for the United 
States, and Secretary Hull and Secretary Stimson 
should keep silent. 

James Gruen, Los Angeles , California. Some call your 
postwar Germany plan drastic . Jlany of ua , still taut 
over Germany' s postwar World plan call your attitude 
reasonable in the extreme . ** •Who are the ones who 
so deplore the possibility of Germany being reduced 
to a fourth rate ~ower status? Aren't they people 
with patent and production partnerships? Aren't they 
the ones who say that dividends know no flag? Soldiers 
don't deplore your plan; they don ' t fear German rakes 
and hoes and spades and farm wagons and cows . * * * 
Many of us returned from World War I and looked 
sorrowfully at our sons and nephews. Failure of the 
League of Nations may have been the reason ~or our 
deep anxiety. But, Sir , speaking as a soldier, permit 
me to say that our real anxiety was caused by the fact 

that the ene~ was not utterly and unquestionably 
defeated. Our anxiety grew with the years; so did our 

sons and n~t~ews; they are now in a war. * * * Certain 
very artie te intellectuals have a way of beginning 

what they sat with, •ot course•, thus essaying a truism. 
Like this : Of course , no one would want to entirely 
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diaal'DI Ger-.Jl1 ~· Or, fol' in.atance : •or courae, 
GermanT must be given eve!'T conaide!'ation. It ' s the 
hea!'t of E\U'opean indust!'T• Of course, TOU can't 
turn back the olcck t• The clock has been tumed 
back fol' •nr a gardena!' at Sing Sing and San Q.uentin. 
As fol' ~a!'thage, well, we a!'e not troubled bT Ca!'thage 
&n1 JllOJ'e . 

Paul lL Byk Amold Sell~, ReT & Co., Inc., 
New Yol'k ta ty . Your plan fol' Ge!'maey haa a!'ouaed a 
violent !'taction thl'oughout the PJ'ess . You m&T be 
inte!'eated to know that I pleaded fol' this plan long 
ago in a committee meeting Whe!'e the outlook fol' the 
Gel'DI&n induat!'T was discueaed, I pointed out to them 
the fact that this was the !'emedy, and the onlT one, 
and that it would not be too hard for the Germt.n 
people because it was J'ecollllll8nded brlll'. Hiller in 
his book aa the solution for F!'ance . You mAT be in­
terested to know that othel' people among which I am 
share fullT TOUJ' viewpoint iil this 118 tter . 

RoTS . Stevena, Kansas Cit,y Ylsaouri . The writer 
wiahea to express appreciat!on of your plan for post­
war Germ&n7. It seems to me the most practical, reason­
able and humane offered as Tet, and it is noticeable 
that ita critics do not offal' anrthing workable which 
would eliminate their objection• . * * * Your proposal, 
if carried out humanelT, would not work aey hardship 
on Gel'DI&nT which she has not already imposed on the 
peoples she conquered, and surelT it is more kind 
than to permit a111 ar!'angement which would leave the 
door open fol' another similar war in the next genera­
tion. llore kind not onlT to this count!'T but to the 
Ge.I'mn people . If this plan ia too extreme, what 
were we fighting for? * * * 

Cha!'les J . Mitchell, Loa ~elea , Califomia, I see 
bT the latest i ssue of TIME that TOur acheme for 
abolishing the eve!'lasting war spirit of Germanr is 

C1 
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receiving the widest acclaim in England. llore 
particularly it should receive the highest support 
in the United Sta tea, as undoubtedly it will when 
our millions of service men return. Giving each 
Gel'm&n family ten acres of land and compelling them 
to stay thereon and improve their homesteads would 
be the most wonderful civilizing influence the world 
has ever seen, and you are entitled to universal 
acclaim. It will leave the Republican Party not a 
leg to stand on. It will gain support from evel'1 
right-thinldne; man and woman who goes to the voting • 
booth. War 'lflll be an unknown thing inside of five 
years , and the manufacture of destructive instruments 
of war will be condemned as roundly as is the manu­
facture and sale af destructive drugs -- the greatest 
?rOrk of the League of Nations. * * * 

Lewis C. Greer, Wichita, Kansas . I heartily approve 
of your postwar plans for Germany and believe that 
you will be able to obtain overwhelming popular sup­
~ort for your plan if there is any way for ~ou to get 
1t submitted to popular consideration . Hop1ng that 
you will continue to advocate, very firmly , the 
theories you have thus far advanoed to the President . 

Robert M. Dorris , Benton, Arkansas . * * * Nearly 
everyone wi th whom I have talked are of the same 
opinion as yourself, namely, that Germany should be 
so crushed and impoverished that the mere mention 
of war or the preparation therefor would raise goose 
pimples on their spines. * * * After the last war 
Germany was on probation, as it were; on parole, if 
you please, and she violated that parole by visiting 
upon the helpless peoples of Europe horrors that are 
almost inconceivable . * * * It is true that you can­
not destroy a nation by killing all of its inhabitants, 
and no one that I know wishes to even consider such 
a brutal thing; nevertheless, it is necessary to · 
render impotent any maniac who goes about brandish-
ing a dangerous weapon. * • * If Germany is allowed 

G4 
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to retain her heaVf industry after thia war, the blood 
and treasure spent b;r the fighting men of the Allies 
will have been spent in vain. * * * Your proposal to 
make of the German people an agrarian people has 
more a~rit than an;r other proposal I have read . People 
who are close to the soil are basically peaceful. 

lira. Socrates Drew, Birmingham, Alabama. Three oheere 
for your insistence on a bird peaoe, but do please 
make it harder t * * * Germany should be divided into 
small growing farms and settled b;r peasants of non­
German countries . I.f the boundaries of the surround­
ing countries should be extended so as to absorb the 
country there would be no Germany- to which they might 
return. That' s the wa;r the English did the Acadiane. 
I am 82 ;rears old and members of J1f1 famil;r have been 
in every war from the French and Indian to the present 
da;r. I have three grandsons in the service now and 
don' t want any more Germans left for my great grand­
sons to fight . 

lira . Hastings , Ter re Haute, Indiana. I wish to congratu­
late ;you on your comment or suggestion as to means of 
preventing another war . There is much trutn in the 
saying that the;r who conquer by force onl;r partially 
conquer - - we must have some way of maki.ng the peace 
stick . * * * 

Herbert H. Neale, Loa Angeles , California . If the 
Allies have the moral courage to adopt the plan out­
lined in the enclosed letter to the World Herald of 
Omaha, the world will not again have to combat the 
Nordic superman i deology. * * *So long as the sadistic 
Nazis were vict orious the civil population of Germany­
remained 99% pro-Nazi; therefore, Germany- should pay 
full damages, ei t her in labor , money, or territory, 
for the crimea for which they are resronaible . * * * 
For the past 20 rear s I have out 11,1 1 ving expensea 
to lese than $SO per aonth in or der to devote a large 
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share of ., tilE to writing letters, tr71Dg (in nin) 

to wake up Britain and the United States to the 
Gel'llll.n-Japaneae •enace . It ia now 57 7eara since 
I became a naturalized citizen of the United States, 
and mT earnest prayer is to live long enough to aee 
the Nazis pay the just penaltJ for their crimes. 

Seymour J. Wilner, Q;ui ttner, We is &: Wilner, A ttorne71 

and Counselors at Law, New York CitJ. Doubtleeal7 
rou heard of last night's radio debate on America's 
Town Meeting of the Air entitled1 •should the Allies 
Change Germany from an Industrial to an Agricultural 

Na tion?•. Apparentl.f, it is not known whether or not 
you are the author of this plan, or even whether 70u 
favor it. Along with many other Americans, I hope 
you do favor it whether or not JOU are ita author . 
In any event, it is quite obvious that the matter has 
evoked 70ur i ntereat. I am therefore taking the 
libert)' of enclosing herewith copies of letters I have 
this day sent to Dr. Warren Seavey of the Harvard Law 
School and Dean Christian Gauss of Princeton. I am 
sending these in the sincere hope that it is quite 
unnecessary to furnish you with any additional ammuni­

tion. But the matter is ao ser ious to all of us, and 
our children, that we cannot afford to take an)'thing 
for granted. We must prevent another war of German 
aggression, and we must prevent it now. * * * 

A. L. Putnam, Arcata, California. It is the universal 
experience of anyone who dares to spring an idea a 
little in advance to current thinking on any subject 
whatever to have the whole world jump on him with both 
feet . You are getting yours now In respect to your 
only effective plan for disarming Ge~. Since that 
plan waa published, the Press baa been f11led with 
other plana to set up Germany again aa an industrial, 
military, and financial swindling power . Forgotten 
entirel)' are the reault.a of that past policy and the 
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ten billion in hard cash we dropped to them. Am so 
disgusted that all interest in tiie war has been lost 
as no matter 'lllbat our military forces do, we have 
suffered complete defeat , Hope :you keep up the role 
of one-man army as you may then have the satisfaction 
:years hence of saying -- I told you so , 

J. R. Hunneman, Boston, Massachusetts . (A circular 
letter of Which the author sent us sample copies . ) 
May I ur~e you to do ANYTHING to high pressure 
the Brit1sh into a harsh peace (such as the MOrgentbau 
plan) . The British have no right to desert or stand 
ln the way of a harsh peace and depend on us to save 
them, ~ * * No public official is do~ his duty who 
evades this critical menace to our nat1onal security. 

Jacques Ebstein, Ex-Director de Cordre , Rio de Janeiro . 
Warmest congratulations for your Germany postwar plan. 
~ friend Van Sittart and you are the only two Anglo­
Saxons realizing what the word Germany means . 

R. D, Risser, Kilgore , Texas . Please excuse card. 
I &m for your program -- "Germany would be str ipped of 
her industries and reduced from a modern industrial 
state to a country of small farms". (Colorado Springs 
Evening Telegram) 

D. C. AbbQtt, Sarasota, Florida . I h~j! your idea of 
distributing Germany's industrial mac ery among sur­
rounding countries will prevail . It is said some 
Cabinet members want Germany built up into a good 
customer . But what is the good of a customer who is 
a liar or a cheat, and who will shoot you as soon as 
he is able to get a gun7 To build up industrial Germany 
is to build ~World War III. * * * 
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J.!ilton H. Wind, New York Ci t;r. The controversy among 
the administra1:ors of the world to find an adequate 
solution to reduce Germany to a nonwarring nation 
should be uppermost in our minds . I wish to convey 
mf suggestion and offer it for what it is worth. The 
Allied Nations in the world have suffered tremendous 
losses of manpower . If nothine is done about it, it 
will take th.ese nations several generations to recover 
from the impact. While Germany too has suffered 
casualties, they have been justly rewarded for their 
destruction. Consequently, I suggest that each of 
the Allied Nations netermine how many men they have 
lost in dead and seriously wounded~ and then make 
application to have an equal number of German men 
transferred to these nations . * * * 

Professor F. W. Foerster, New York City. (Telegram) 
Society for prevention of World War Three wants to 
reply to criticism of your plan published by London 
Times and Economist. As this plan seems to be dis­
torted by Press , we take liberty of asking you whether 
we are right in supposing that you did not propose 
destruction of the whole German industry but only of 
the six big industries connected with rearmament. 

Arthur ~. Gorbutt, Seattle , Washington. * * *As a 
citizen, I wn in accord with you re the division of 
Germany; more than this , I believe they warrant the 
punishment, for both their own good and the best wel­
fare of the whole world, that their government should 
be supervised for the next fifty years; that their 
able-bodied work in all the lands they have laid waste 
until full restoration and restitution, if it takes a 
lifetime; that the "slaves" they kidnapped bs allowed 
the choice of remaining in the lands held in bondage 
to become freeholders of the estates of the German 
upper class; these former slaves to use the option as 
to ae~ their families upon these lands, they to 
become the dominant ruling classes, etc . * * * 

C3 
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Yrs . Bes~ie A. Rouse, Huntington Park, California . 
I am a voter of this nation , and a middle-aged woman, 
in business for mfSelf. I am interested, of course , 
in the future welfare of my country. This includes 
what is meted out to Gerlll8J11 after the war . I wish 
to congratulate{ou regarding your postwar treatment 
of Germany, as have read where you wanted to convert 
Germany from an industrial state into a nation of small 
farma . During my life I have always felt that it was 
not wise to be sorry for criminals. The law ...in the 
United States deals with them, and that law does not 
allow them to keep the loot they have ·gained in murder 
and stealing. If it did , we certainly would have more 
murder and more stealing and more crime. Now, when 
it comes to dealing with a nation that has murdered 
men and women, together with their children, by the 
thousands , and have tortured and murdered our own 
soldiers when ca~tured, have even killed their own 
relatives and f r1ends; that has committed atrocities 
past human understanding; now, when it comes to deal­
lng with such a nation, we have men in power who say 
Germany should not be depr ived of its industries be­
cause they occupy a key place in Europe' s economy. 
***Why not deal with criminals as criminals, in­
stead of them as necessi ties. Certainly the world 
could get along without Germany or anything that it 
stands for. 

Justin A. Rollman, Cincinnati , Ohio . Permit 1118 to 
comment on your suggestion that Germany be reduced 
after the war to an agricultural state . I most cer­
tainly agree with this suggestion and I have personally 
advocated same for a long time . I see no other way to 
completely put the German people in aJosition where 
they cannot rearm unless they are han ed in a manner 
which will prevent them from manufacturing anything of 
a war nature . All of us who have sons , relatives and 
friends in the armed services owe it to these boT~ and 
the future generations to completely and t horoughly 
disperse any thought that the German people may have 
of war or rearmament in the future . . 

F'9 
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W. L. Urquhart, W. L. Urquhart ' s International Purchas­
ing Servfce, New York City. Having for the past several 
years advocated to my business associates and friends 
that Germany, or at least the industrial sections of 
the Reiohi. be reduced to a permanent agricultural 
economy, &m most interested to learn from this morn­
ing's New York Times that you also advocate such a plan. 
Unfortunately, I know of no organization or ~roup of 
individuals whom I might approach on the subJect to 
discuss and possibly help bring about the plan you have 
in mind . Can you ~ide me in this direction? Although 
the Times article 1ndicates that foreign traders and 
government officials do not support your plan, I am 
firmly of the opinion from my own discueSlons with 
fore~n traders that in principle, at least, many are 
in agreement with my views, which, incidentally, go 
much further than the mere destruction or removal from 
Germany of their heavy industries, as my theories in­
clude the re-education of German youth and the avoidance 
of despair which would result in anarchy among the 
German population, should their industries be destroyed, 
without an alternative given for livelihood of the 
individual German. Trusting I may have an opportunity 
of cooperating with you in the promulgation of your 
program. 

W. ~ Elliot, Hotel Astor, New York Ci~ . I wish you 
to know that the plan credi ted to you by the newspapers 
for turning Germany into a purely agricultural country 
has my complete support . In no other way will the 
world be safe from German aggression. The complete 
reason for this is so simple so unanswerable, that 
I have been surprised to meet no reference to it in 
radio and other discussions . It is merely that, in 
twenty-five years from now, there will be a completely 
new set of personages at the beads of our and the 
Ofner governments, to whom war will have become a 
memory. * * * By that time, who knows what the lituation 
will be between the Allies? And what set of men - -

70 

who never were, themselves, near any fighting , eapecially 
in this country -- is going to make a point of apying 
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on Germany when there is their own country to serve? 
Business will expand as never in world history, and 
Germn industry will expand with it . wey not, when 
they have all the facilities? This is the crux of 
the problem: after many years of peace, a new set 
of men throughout the world will not feel as we do 
now, and differing viewpoints will permit Germny 
again to grow strong.. This cannot happen i f she has 
no such factories, and is, i nstead, doing as so many 
of her people are doing today in Wisconsin, Pennsylvania, 
etc . , -- become farmers . Then they could be a bless­
ing, instead of a curse . May your plan succeed~ 

""1 , ... 
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Unfavorable Comments ~Postwar Plan for Germany 

Anonymous -- Chicago, Illinois . I tho~ht as a Cabinet 
Officer you had aore brains than to adVlSe Churchill 
and F. D. to crush Germany industrially, nor any other 
nation in that direction, as every country needs each 
other in order to exist. • I .M. • (Sends cartoon 
captioned, "The Blunder That Prolonged The l'ar -- Army 
Leiflets Urging German Soldiers to Surrender Were Very 
Effective Until Washin~ton Politicians Released the 
Morgenthau Plan of Punishment for the German People". 
Copyrighted b1 The Chicago Tribune . ) 

The following is taken from the copy of a letter 
addressed to the President by Albert E. Barnett of 
Evanston, Illinois: •The proposals of Secretary of 
the Treasury Morgenthau for the economic destruction 
of Germany, as reported in the daily press of Sept. 24 

• · and further detailed in last week' s issue of ' Time ' 
will not only cost the Allied Nations the lives of a 
half million boys but will cost you a decisive number 
of votes in the coming election. It was an affront both 
to the conscience and to the historical intelligence 

• 

of the American people and only a Tigorous dienowal 
of his Tiews can relieve you of responsibility for them. 
MP. Morgentbau's personal bitterness is entirely under­
standable , but that does not mean it is morally or 
historically justifiable as public policy. * * * " 

Paul Wengel , MichiF Baptist Convention, Adrian, 
Michigan. As !mer1cans we have the privilege to appreci ­
ate our leadership if that leadership ia on a high plain. 
Doubtless you will say that is not very often done and 
one must confess tbat public officials do not fet as 
much commendation as they do criticism. That s true 
of every public servant ,. political! religious or other­
wise . Though, knowing 'tllat, I tee etronglf urged to 
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offer my unqualified protest to the kind of postwar 
treatment of Germany as anticipated in your publicized 
program. There is no room for that kind of policy in 
the true American spirit . Hate breeds hate . I &a 
concerned about our generations of children that are 
Just born and going to be, They haTe a right to come 
1nto the kind of a world that has been wisely prepared. 
Nothing could be more unwise, unchristian, unacrupulou.a, 
ungodly, as the lcind of thing you propose . That kind 
of policy ia , to say the leaet, degrad.ing the high 
standard of American leadership. * * * 

• 

73 
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General Comments 

B. c. Byers, WM. Penn Senior High School, York, 
Pennsylvania. Kindl7 send me 25 copies of your Atlantic 
City addreaa of October 7, it available, for our History 
DepartJaent. 

John Spear, E1 Segundo, California. I wish to apologize 
to 70u for a letter disrespect!ull7 addressed and 
written to you in either the latter part of 1939 or 

ltJ 

the fore pe.rt of 1940. I felt pretty bitter toward 
President Roosevelt and those associated with hlm, 
figuring that they were wa-r mongering English atooges. 
It took tima to show me how wrong I was, and how fortu­
nate we were in having a atrong-lllainded III8Jl like President 
Roosenlt at the head of our GOvernment. Let• a hope 
he continues at the head until this war is over. I hope 
this latter fima you in the beat of health and JOU need 
not wa.ate valua.ble time in replying to it. 

Theophilus Jleshach, New York Cl v. PEACE Enclosed 1e 
the sum of twenty-seven dollars and ten cents. This 
being given voluntary by me to the Qnited States 
Treasurr as a retribution for aiadeeda perpetrated years 
ago before I learned of Father Divine. !bout the year 
ot 1923 I stolen some coal, I aaw money dropped from a 
man one dar and I took it, I have atolen sugar cane and 
potatoes I worked on docks and stolen beans sugar and 
shoes . f have stolen bread, I have jumped fishing boats 
in Nassau Bahamas, and owe for tobacco and mAtches and 
the food 1 ate before I leave, and now I am making good 
with God and man, all credit goes to Father Divine for 
he stopped me from doing those things and caused 11e to 
live rtght, so all the $lor7 and honor goes to Father 
Divine. I would apprec1ate your aendln2 acknowleag..nt 
of the above to Father Divine at 764-77~ South Broad 
Street, Philadelphia 46, Penna7lvania. Thank you and 
Peace • 
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Favorable Comments on Bonds 

Alberta Fl7 Getchell, Sunnyvale, California. I bad 
to sena you some more bonds . I am sorry that I have 
to. It is this :!{; The bank here in Sunnyvale will 
not cash a bona ss the bond.holaer has an account 
with thea, ao I have to sena thea to you. Thit it 
why I am cashing bonds . I lost 71ff wife by death in 
August. * * * I have heart trouble now so that I can­
not hardly stana to set here ana write this. But 
I want you to know I was buying bonds r ight along 
until this trouble came on me . As soon as I oan go 
to 110rk, I will start buying Bonaa . Thanking you. .. 
You are doing a gooa job. 

7S 
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Unfavorable Comments ~ Bonds 

Congressman Luther A. Johnson (Texas) sends the 
.following letter he has receind .from Ray JarTia of 
Hubbard, Texas: •Information, please~ I should like 
to ask you a $64,00 question. Can you tell me what 
fertile Washington brain conceived the idea of having 
the banks of our nation run ada advising holders of 
1, B, C, D, and E Defense Bonde that they stood ready 
to provide instant redemption of their bonds? 
Immediately following which, there has been an un­
precedented rush to cash them. One moment we bear 
a patriot pleadi~ with us to bUf these bonds for the 
duAl purpose of flllancinJ!: the war and of avoiding in­
nation, and a 110ment l&tel' achinery is set up to 
encourage their sale. Doea this make sense? . I don't 
believe it would to ..sf a on who today is endUl'ing the 
rigors of service on the Isle of Kol'otai.• 

J. Park Smith, Cashier, The National Bank of Topton, 
Topton, Pennsylvania. liter heal'ing of the lal'ge 
volume of Saving a Bonds that have been redeemed in 
our county since Ootobel' 2nd, I have been wondering 
whethel' thia condition .a7 be nation-wide. If ao, 
I should like to ask your consideration of a plan 
which is outlined in a genel'al way in the following 
paragl'aph. * * * 

76 

0. P. Jol'dan1 J~., Executive Vice President, The Pulaski 
National Baruc1 .t'UJ.aski, Virginia. Please pardon the 
pl'eau.ption or a .. all town bankel' .-king a auggeation 
to the Stol'etal'7 ot the Tl'eaa~! but we han beea 
IOilewhat aJ.I.t'Ma at the rate Sel' 11 I Boatla are belac 

· oaahed in Iince banka were pel'llitt.a to cull ..... oa 
October 2U. 'file Wl'iter u t8f"lalb ooaova.a tlatt 
1 t hal be• ~ iut;r to 1111 II&M &I ohalrua ef Gill" 
... v 1a an et t11t .. J.ta Dn:na. •n• 1 ••• • 
• 
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it is & aplendid thing to make the cash readily avail­
able in oases of real need, would it alao not be wiae 
to go one step further and help the bondholder to hold 
his ·bonds if he wishea to do so? * * * 

77 

E. H. Crowson, Trustee of the India Yisaion Fund, Inc., 
Loughlll&.n, Florid&. We han h&d occasion to notice in 
the preu some discussion of a pouible arrangement 
whereby U. S, Bonds might be relieved of interest pay­
ments later on. If there ia ANY prospect of this, we 
would like to know it. We have a Special Fund in this 
Company known as The Pension Fund For Foreign Employees, 
and this fund has purchased U. S. Securities in ?ull 
confidence th&t interest due would be pay&ble on a&me 
&t aaturi q-. This Compa.ny has in efhet a plan whereby 
DOney loaned !roa any Special Fund to the VAinteunce 
Fund for maintenance uses receives quarterly a 6% in­
crement posted to ita credit. Thus, as we receive 
about 3% or leas on Government Securities, our Pension 
Fund il in reality the loser by about 2% when we pur­
chaae these Gove~ent Securities. Yet, in the 
stringency of our war needs we con~ldered it a patri­
otic privilege to purchase tneae bonds, even at a loss . 
However, if reaumption without interest is to be the 
order of procedure, we want to know it, as we would 
wish, in auob a case, to liquidate the bonds and clear 
them through our General }\md, which will co~~pensate 
for the use o! such 1110ney quarter~ at 5%. * * • 
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Stanley Keye~, System Vice Chairman, The Pul~ Car 
Employees Association of the Repair Shops, Bu!talo! 
lew York. • • • Where pa~oll aubsoriptlons are made 
towards the purchase of SaviDge Bonds, the individual's 
payroll name appears on the bond purchased, along with 
the nue o! the beneficiary. In IIIIJI1' oaaes we have 
aen who fo~ 7ears are known to be working \Dlder an 
asau.ed name, for obvious reasons. !either the Treasury 
Depe.~taent of the United States Govern.nt nor the 
eaplo7er questioned the name of the subscribe~ o~ pur­
chaser, but ~athe~ accepted the p~ent of (let us aay) 
John Smith, but when John Smith, who mAY have a ~eal 
niiiiUI of John Smiozinskl, finds it neceeaary to turn in 
a United States Savings Bond for cash with which to pay 
a bill that 1e due, the banks o~ the Post Office, we 
find, will not cash such Savings Bonds, nen though the 
iDdlvidual shows his social aecurit7~ard, or his pa7 
check unless they h~ve a savings accoun~ or are en­
dorsed by ao•one. It ia unfort\Dlate that conditions 
such as these exist but we feel that the Treasur7 
Depart.lnt could ~~ provisions to aaaist such peo~ 
We understand that the United Statu .Treasury Depar t 
iaJuardiug against pouible cashing of atolen S&v!Dga 
Bo • · Jevertblleaa, when the indindual !J.Daa 1t nec­••1&17 to oaah ona or aore of his Savin2a BoDaa, he 
ahoula be pel'llittea to do ao without eDal"l"aa .. nt. 

78 
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Unfavorable Comments ~ Taxation 

Senator Arthur H. Vandenberg, Washington, D. C. 
I enolose herewith a self-explanatory letter from 
Kr. Adolph inderson of MOntague, Michigan. * * * 
EYen though this •cooperative• m41 not be entitled 
to tax exemption it would appear thar-ita infini­
tesimal small size (owning not more than $7000 of 
property) ll&kea it impoaaible !or it to comply with 
all the demands !or recorda, etc . It occurs to me 
that this is a oaae in which a Special Agent might 
well deal with the matter on the ground and arrive 
at a reasonable compromise which will not entirel7 
deatrcr this tinT unit ( which - despite ita aize -
is of great importance to this isolated community) . 
*** 
(The following is taken fr011 the letter addreaaed to 
the Senator b7 Kr. Anderson. ) The Cla7banks Cooperative 
Creamery Association is a nonprofitoorporation, organized, 
operated and controlled by the farmers, and the stock­
holders as such have never been paid a dividendi a fact 
to which I can attest, being one of the atockho dera 
-raelf. Their plan is to deduct the expenses of 
operation and to pay the remainder to the patrons . 
the officers and directors are farmers but they do not 
give the comp&nf their full time -- in fact, give it 
onl7 the tt.e required for board aeetlnl! and auoh like. 
* * * It has been in operation better than SO yeara, 
during which time th~ have changed officers at leaat 
4 times, losing considerable recorda with each change . 
The7 were careful to P&f their billa and to keep their 
record clear that W&1r but the keeping of r ecorda over 
the reara waa never g1ven much consideration. Yeaterda7 
their aeoreta~ called on ua with a large bulk7 envelope 
bear1Dg the r eturn card of the Internal Revenue Collector 
on it, enoloalag a letter which stated that a Bureau 
letter aated Septeaber 7, 1944, bad informed the Detroit 
Colleotol' that tbl olala of thia Creaaer7 for exe~~ption 
froa Federal Inooae Tax had been denied, and that the7 
aovl4 tw..U.ateg file return• atartillg with the Je&r 
1111 _,ovp lMI, &lao thq lhould file Cap! tal· Stook 
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Tax returns for 1933 through 1944. 'l'he;r gracioual;r 
granted thea 30-d&Ja fro• SepteJiber 2Sra in which 
to do all this. The present eeoretarr has held office 
for a 11 ttle onr 2 7eare, and h aa never filed a 
return inasmuch as the previous eecretariea baa been 
given to understand that nonprofit corporations of 
their character were exempt. This little company hal 
a frame plant about 10 miles out in the country, with 
a small frame dwelling alongside for the butter maker • 
.lllide from that, they own a delivery truck. The pos­
sible value of this property would range from $5

1
ooo 

to $7, 000 as a going concern. If closed, the va ue 
would be reduced at least SQ%. * * * It appear• that 
it will be utterl;r imposeible for this Creamery to 
oomplr with the Bureau's request because the;r do not 
have the data, but aside froa that, an;r such requeet 
makes men fighting mad. It is entirel;r inconsistent 
with good polic;r and brealce down good citizenship. 
It is so utterl;r asinine to bring the matter up now, 
after all these years, that it borders on the ludicrous. 
If tbey should have filed, why were the;r allowed to go 
on under a false aeaumption all these ;rears? • * * 
None o£ their officers or directors are capable of 
complying with the request, neither have they the time 
as the management and operation of their individual 
farms demands their full time. To hire this work 
done would run their costa to such an extent they 
might aa well quit -- in fact, the statement wae made 
to let •the•• have the creamery -- which ukes far more 
sense than the requut made of th8111. In short, the 
farmers are WOurned-up• about thie and one cannot 
censure th8111. • • • 

Nol'DIIln Stone, lfashington, D. c. I 8JJl writing to 
earneatl.f requut that the tax taken from ~ wagea 
during the year 1943 be returned to me without further 
delay. I only worked a r elatively few weeks during 
the year 1943, and ar total earnings were leas than 
$300.00. But almost $40.00 were taken from this 
pitifully meagre au:m in taxation. I spent W>St of 
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the year in a tuberculosia sanatoriua and was not 
released until a few days ago . I need rq money, There 
was a day when rich men were paid six percent interest 
on overpaid taxes but now a poor citizen has his 
wretchedly inaignlficant income taxed unjustifiabl)' 
with no recourse in the soulless bureaus and agencies 
which run our Government . I am both poor and ill of 
health - and I am going to vote for a change in 
November . * * * 

Lewis s. Verllli.llion, Wilkinsburg, Pennsylvania, I was 
called in~o the Internal Rennue Office of this city 
and told by Cornelius WUrphy, and his immediate super­
visor that if I did not have rq 1943 ·income tax paid 
in f~ by the first of J&nuary, or before, amounting 
to $359. 00, the office would levy on rq wages and earn­
ings of rq war job at the Westinghouse Electric Companr, 
East Pittsburgh, Pennsylvania. I asked for time, and 
to pay it in quarterly payments over a period of a 
year, which has been refused. I have been informed 
that this is going to happen to thousands of others 
in this part of the countl'y. This amount cannot be 
paid in time , between now and the first of the year, 
and I want to know whom to write to or contact to 
stretch this out over a period of a year . You have 
been deducting too much, with this other tax, consider­
ing the coat of liv~, to make such demands on working 
men with families . I would like to hear f rom you or 
someone who c&n atop t his levying a lllllll' a inco11e at 
ita source, and go back to paying it the way it should 
be paid. 

81. 
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United Li thuanian Relief JU~d of .t.~eriea , Inc. le deelroue 
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The follCIII'iD& 18 fr• Yar Rafu&a& Board• 

Dl 'fi., .r deeire of 1)1d.te4 L1tlm•n1•n Relief ruD4 

of A18frio&, ])lc . to help roeb Litbllenian refugaaa in 
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CAlll!l 'rO AI!PA "SADOR WI A '!'I' , LO"lXXN , .IRO!~ WAR RllFOGd !Q.UID. 

Please del1••r the tollow1~ ~•••~• to S1r Herbert ~ereon 

tro:o !J.r. PaW. !aervalt!. of the AI .,.lean Jevhh Joint Dhtr1l>ution 

Co::a1tt .. : 

~~ WI A.'U VZRY !I.APPY '!!lA'!' I,..~GI:I~AL CC!C'I~ 
.\.'Ill ! I'riSH .~'lTROl!ITI!S AGRU 'rC MODI?! 0111 UIIIIDS".('"DII'G 
!'ULL USI (IP YOUR l"l'JDS ll!!IAL!' 'll'll""-AillA"' TRS. liE 'IAV1C 
IMMZDIA~Y AUTHORIZEn SALT MAYIR ~0 'rAXX ~ESSAB! AC~lOV 
AND RE~ST1D HIM TO ~ SEPARI~! ACCO~I~~ Tql8 OP~TIO~. 

SCI!WA!lT1 !:XP.&C"'S TO CO)(!l LO!'D"'! AS ~AS !!'ITI SB VIS., lll!CYJIV!D. 
WI!.L '!'IISO!JSS nTH YOU !'JOPOSALS rn!' LAST QU.U'rr:R. WA~'t":::T C.diZT:Pr~S. 

lr.!Q.~I 

;:ontS I :: Wl!ll OA!'L1' ~ LO'IDOl'l 170. 14. 

9:00 a .a. 
October 14, 1<>~4 
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Pleaae de'1vor t ho fo1low1~' •••oa&• t o Robert rtlptl froa 

M. •· Le&vi tt of the ~erloan Jew1ah Joint D1etribut1on Oo~lttee1 

~UO'I'E ADVISE SALY MAn:R WE Rl:MITTliD TO RI!~ $1l5 , 000 J'C'O :IIA!IOIU.l 
Rl!:!'JG:Sl::"'l'II!O $10 ,000 l''CUA ~ll FC:J MO"'!l! np S?ET~t'!l!:R ' 'l'J) $35 ,000 
l'll! OC'l'Qlll;J! BUDC.\."", tm~TI 

:!'!!IS IS 'I'UI CA.!U: "'0 LI"JCM 1"0. 107. 

9 :00 .. . ., . 
Oct ober >4 , 1944 

aDrwy 10/13/44 
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Cfttted Litbuant&D Belief lUnd of ~e~ioa, Inc. 1a daatroua of btinc 

of autatanee •o 8'1ch Llthu&ntu ~Af'llcaea 1n SWaden aa .. )' ~>eed htlp. Plana 

&dYiaa tha Board of tbe IIWIIbtr of auoh I.1 thiiAI'I1ana and tba uount par month 

that :rou btl18Ye •··outd be ~•c•uar:r to auataln them. 

• ~liS IS Vl!! S"'OOIO!OLH C.t.l!LI !0, 109 • 

10t45 •••• 
October 14, 1944 

., ... J f 
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• J)g~tiOD of W. 
na4ine ~ b)' •peoj&l 
~w. (SICHKr w) 

STOClOlOlll 

The f:ollori.ll8 for Olsen ill I'IR8 l09. 

stdn1p't 

UniWd Lit!zuen1en Rel1ef: Fund of: .U.rica, Inc. U 

duiroua ot bei.ni ot auut.moe to auch Lit>n-n'•n retapM 

in Sodan u .:r DM4 belp. J>lHH adrl.M tlw Boud of: ta. 

nllll'ber ot suob J.itlmen1aM cd the IIJDOW1't per IIOllth tllat 

you beli•ve would be .woeeeary to ••t&in thea • 

• 

813 
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lllfo478 
DI.BV1WU• et tone 
Nadine ~ lJT apeo1al. 
~. (WY) 

4185, ooteber 1.4, 9 a ... 

~eoldlela 

Dated ()Oteber 1.4, 1944 

a.o•cl. 8t38 p.a. 

a cle net preaatlT haw etteoUw obaDDel8 

tar tranal.ttiJIC a -aace et t be cblol'aowr •118&'Mtecl 

in 'IIlii'S 10 ~t•• 2041, OOteber 11, 111<1111&") 

bllt are wlr:l DC att..W to clew1~~p 811Cil cbamMl8 to tbe 

8nd that th:l.• nateant ~be trannl.tte<i at the 

earli .. t pe1nble -nt. (THIS II 00R 'IIlii 91). 

You -:r 1d.8b w conmclu', 1D 'lin at tbe vpDC7 

at the attar, the teanb111t7 ~ wlr1ac a plblio nate­

.-nt in tbe 11111 ted aww. alq the l1D8 of the reter­

wasr• and •1Jd.l.ar to tbe rec~nt public •tat.aw 

put out in tbl Ull1ted awwa 1d.tll reep10t to ather pr-

•a -
....... 
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.... '70 
JlUtrillutt• ~ ...... 
re,... DC 01117 b7 ..,.cti&l. 
~Jrt. (IIIC!ilt 11') 

__ ..... ,_ 

!latecs ootober 14, 1944 

a.o•d. 7•" p ... 

4186, OOtober 14, 9 P•• • 

TlllB m ooa No. 92 Fat liRB. 

'llllllAnbera ia be1Dg i nstruot.d liT tba anclbb 
FCJ!.crt to obtain arq an:Uable i nt-tia reaardiJI& 
tba pen- ..atiooecl in lut. perqraph ~ E cable 
vo. 94 ancl to uteDd all poeaiba ueiatuce to ~ 
u requ .. tecl 1D E caba 101. ratorr wu not N!II1I1M 
tbat arq peeitiw ruult. would iollCIIr u the aaq 
8ricliab OOWt-m npreoontatiw 1D Slnald& u a 
bolt~&r7 o~ aDd ttare are no oipbar or~ 
c._n1nt1- ntb bia. 

Flll'tba~, Wllllonbera u W.bnioall7 abla to 
coDd110t operationa in 1!11nc&r7· rate.. uouaacl be bad 
all tba tllllcla 1w o DUJ.d uae llllclar pre .. nt. cirou.tanoN 
bQt. ftfll.cl obeo.k tlll.a upeot Y1 \b bia. 

....... 
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lllfo48S 
])Utr:l.but.1• ot true 
nadine only bT epec1&1 
arrqe..at. (iiiiCdl' Y) 

Datlcl ootober 14, 1944 

4JH1, OOtober 14, 10 a.a. (SIC'l'..C<Il Clil OF '1'110) 

Storch hu Wmud u.e that llA18t (aoo lut 
paragraph our 854 'IRB) 4urinc h18 recent 'Oint to 
Stookhola aade the followirla atate.ntet (1) It 18 
~ilia to bll;r re1eue et Jen 1n CJerun7 with_,.. 
(2) Bla real .Ueicm here wu to nacot1ate releue of 
the 100,000 liJtaa:l..aU ., Olel and to arrusce for their 
entr7 1Dto au!u. (3) He wu to take up. Oil 1111 
returD to Blrl1n pner&l. 811bject et releue et JeW. 
ae o1a1a1 a..cle• bad pu.t preeeure on hilt to 4o •-tlxlnc 
for t1w Jen and be expected te han •- •uure et 
euoce11 1D Berlin u be .Ube<l to do the 81Ndee a 
favor. 

(4) Uo c,.,_. that 1n a recent Berlin -tinc 
an the pner&l. eubjeot of treataent of J ... f•Uowi.nc 
pointe were d.18ou.eeedt ._ .&U Jen ehoul4 be treatlcl 
k1ndl:7 DGir and eD!N....ar aade to F- to tbe worl4 tbat 
tbiT bad newr bean abo~Md, tba idee be1Dc tbat 
euni'tiJIC Jen 1lho ~ be treatlcl ld.ndl:711'011lcl epaak 
up fw tbe oe~ after tbe war. B. a 1n1nc .-w 
ehGIIl.d. au be k1lled. 'l'h18 pal.nt- Ni...:l d-. 
o. J/1 tbe oeraane O&DDot ..:peot tale .&111•• to veat 
tbea uq better tban thaT u-el- haft treated tbe 
J- or the i@•Mt.ante et oooapied cOIJDtr:I.H the QlnlaNI 

IIIWit. work: out •- pl.a otba' tban .1. w B abew, ~ 
tbq are - c~ tbe liH of .JIW u hona&H· 
Be cl•1 ell in tld.l e-ucm t.be au- haft~ 
Jc1lled 1 1nj .. u.•=nr1,•• ..... 

.. :tl --
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lllf-o469 
DiltriblltiiiD ot true 
rea.dinC anl7 b)' special 
arrang-nt. (s:pcr 1r) 

Stocllbola 

Dated oatober 14, 1944 

a.o•d. 7•5S p.a. 

4187, oatober 14, 10 p.a. (SEC'l'IO!l !'10) 

THIS I3 WAR iWiUilBI BOARD CliiLB NO. 90 

aa wu onoe intended but han taken tho to work on But 
Pruaeian tortiticaUone and are reuervina tl!n tflr 
poesible uee u host&ce•• 

l'ift. !leiet 1a upected back here m7 da:r and 
hope• to ban cCIICt'et. plana to pree8nt ~- a 
conference eonaiatq ot Count Bern&r<lotte, Protesear 
lbren ..,..ie, IJt.areh alll1 .t.uat.r:l.an Npreeentat.1 "• 

Starch feels !le1et want. to conft7 u.pre .. ion 
at aut 1w tried to do t~ ,.., a faYOr eo he •7 
gain tnor in .&llled eyee. ltorch w11bM :rnr Olson 
1n Loodon to get ill toa.oh with lllr. Butenan ar •­
other otticial ot t.M World Jniah Conc;r.11 tbtN u 
be !Hll that Ol'pJI:isation 11 not cl.earl7 W-.M at 
tbt uegotiaU- t.alr1nc place beN NC&rdiJlc tile Jftl. 

(UD at .... !11'.) 
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OABLA ~ Htr.TSTiR ~ARRISOS AT BERN lOB HCCLitTJND 

U~ited Lithuanian Belief lund of Aaerica, Inc. lo 4eoirouo 

Lithuanian• and the Amount per •onth that 70u believe wou14 be 

neeeoear1 to euotrin the~. 

!!US IS liBB !!13." CAII'Z !10. 216. 

l0ri15 •·•· 
O.kW 1"1 1,a.a. 

Regraded Unclassified



0 

0 

loS 
Thie telegram must be 
·paraphrased before beinG 

o=s11;tl.cated to aeyone 
otb1u.• t 1 =an a. ~o~,JWJ.,.-cat. 
aJO.liJj'• (~} 

AVIMATI~, 

llliiBN 

.!ISlJI 

• 

Ootober 14, 1944 

10 P••• 

The cable below fer lilClelland 11 WRB 216, 

Ill. 'fift of desire of United Lttlmenhn Relief PIID4 .t 

jjlerloa1 
DIO. te bel.p ev.ch Ltthu•p!an retageea 1A SritMr-

lalld u ..-r need aasiatance pl.• .. • infGl'll BoUd ef the 

number of euch Ltthuaniane and the monthly UlOunt thlt ;you 

.adllt'aCIII 
J/lll.4/44 

D 

HtJU. 
(OS) 

• 
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RP-680 
Th:l.a telacraa IIIWit be 
parapbraaecl befere ~Ill 
c~1cated to ~ne 
other tlum a OOttil-nt 
aaencn (R!S'nUCTED) 

Secretary at State 

Washington 

~a 

Dated October 141 1944 

a.o•d 2sJO P•• •• 16th 

1'176, October 141 &l.dnisht. 

FCft W'.U liBI'UO!I BQt.RD .lHQR4 IS 164 

A report dated S.ptnber 29 j u.t recei'ftd in ' 
Ankara indieatea that O'ftr 51 000 Jews han been 
interned in COllcentration cup. at SlcmU::La under 
tbe worst condition. and that 21 000 pereone were 
threatened wi.th depertation. ·Jewi.eh c-mi ty 
representatives in Budapeet have been able to 
poetpone action aaatnet the interMes but usiat&DCe 
ot the vatican, the International Red Cross and 
our GOvernment ie uraently requested to prennt 
deportations trcai Slovald.a. A.coording to the report 
ne word bad been received in Bratisla'f& tr011 either 
the Internaticmal Red Croea or the Vatican both of 
which bad been IJI)preaobad tor aid in Sltitserland. 

!be toregCJd..nc ie tor 7GUr inflll'Mt.ion and 
c-1derat1en in relat1011 te stepe wbicb ,-ou 111&7 
alreaq line taken te protect the Jniah people 
1n Slovald.a. 

Regraded Unclassified
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OPTEL No , 33! 

Xntoraation received up to 10 A,M, l•th October 1~. 

1 . ~ 

On llth a Tank Landing Cratt capsized and aank ott I3LE OF 

•.IIORT end :yesterday another waa driven eabore b:y the galea a t 
PORTLAND and considered total loss. ~ British Deatro:yer dam&ged 

by mine ott RniiNI 12th. No cnaulltiea. On &th. A Br1t1ah 

Submarine sank a submarine chaaer s.·.; , ot S!.BI.NG, 

2 , llniTARY 

v:estorn Europe French have advanced and captured several 
villages VOSOES Sector. Slow p rogrti&l by 

u.s. troops AACHEN end Oe1'1118n counter attacks repulsed. U.K. 

troops have advanced about 2, 000 :yerda i n their attack OVERLOON 

a r ea. Canadians have made aliSht ' rogreaa north ot ~ and 

have reinforced end extended t heir bridgehead south of SOHELDT. 

Italy Heavy fighting but littleai~ess on 8th~ Front, 
U. K. troops have crossed PISCLT3LLO end made 

advances west,ot from l to 2 miles , 

S.E. 

Russin Rusaiena hav e onptu.red RIG:.. 
the:y have taken BISTRI'rh nnd 

ot II!LOIWJE. 

In Northern TRANSYLVi\NL\ 
bave made tu.rther progreu 

3 , AIR OPER. .'l'IOl.'S 

Western Front 13th. • .. E . . .. F. Bombers dropped total 42 tons 
Railway Centres •JQllSFOOilT and UTBmllT. 963 

fighters end tigbtor bocbet s 15 missing) attacked sun positions , 

rdlwnys, strongpointe and transport in BOLL..ND und RHii4 area 
454 t ransport o ircratt carried supplies to the Continent. 

13tb/14 th . Bomber Oo111111nnd aont 57 UoaQuitoes to OOLOONE and 4 to 

S'l'U'l'l'Ol.RT, 

Jledite rr&!lean. 12th, 1&0 lo!Uatanga (2 m1sa1ng) attacked 
airtielda and collllllllllicntiona BUNOi.RY and &UST:l11. 

13 enemy aircratt abot down and .a deatrcyed on the ground t eaid&o 

38 locoootivea deatro:yed and large numb er railway carriages d~~: 

?:..9 Tactical aircraft (" alaaiql auoceutully attacked aany ck~ll 

support tar&na Italian Battle Are& Cll4 Cl .. troyed an -~1t1o.: ,;·'fl! . 

ot 30 wesona 
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\TAR liEP'OOEE 8lAliD 

Execut1 ve Office ot the President 

Washinaton 

(1be following address by John 'It'. Peb11i, 
Executive Director ot the \lar Retugea 
Board, before a dinner me.eti.ng of the 
Combined Jewish Appeal, at the Statler 
Hotel, Boston, is scheduled tor delivery 
at 8 p. m., Eastem 17ar Time, Sunday, 
October 15, 1944, and is tor release 
at that time. ) 

1bn1~t I want to tell you sa:!Athing about the rescue prograa which the 11ar Refugee Board has been carrying on tor the past eight months with tho help ot tho voluntary philanthropic agenoies ot America, the govem­ments ot tho neutral countries, the 1mdorground of Europe, and men of good will everywhere. I cannot blueprint all the dateila of that program, but I can give you SOQa lllUIIIples tal<en hom the !Uee ot the 7!ar P.etugee 
Board ot the 'IIOrk that has aone ahead. And these illustrations bear 
witness to tne practical and ingenious humanitarianism ot the American people during the (lrinmest war in all history. 

In Gothenburg, Sweden, 15, 000 !ood parcels hom .berics ware recently unloaded -- destined for helpless inmates of internment camps • • 
285, 000 more percale are now on their way. 

98 

In a Balkan country a hUIIUillitarian volunteer arrives equipped with 
sufficient status, prestil!e and funds to aid tho victims ot enemy ))&rsecution. • • H1s first act is to furnish a ehel ter ! or Jewish refugees . lie is currently us i ng private funds that originated in America to provide food -- especially for children. 

Ot many couriers who have entered the Baltic countries to rescue r efugees, sane have been rG!Ported missing immediately after thel.r arrival and othare have even los t their livos in the eft ort. 

OYer the Pyrenees groups ot children tortwusly made their escape trooa France, prior to ita liberation, to Spain, with the bloasing ot the llaquia, and with the aid ot guides paid by funds from America. • • A few weeks later some are on their way to Palestino. 

Along the Black Sea coast ot !Uunia au.ll sbipe gather groupe ot 
retugeea tor a hazardous trip to Turlaey ••• In Turkey, two Americana 
persuade local aut.ho1·i t1ee to cut red tape and, to permit retugeoe arriving on foot end 1n amall bQata to croee the country on their ~ troa the Balbna to Paleetine. 

Regraded Unclassified
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In a neutral countr y a prominent personage writes a personal letter 
i n l on@hand for delivery to llorthy, asking that there be a stop to the 
deportation and extermination of J 8'11& from Hungary • •• As a result of this 
and other prpteste, the British and American govennents accepted the 
of fer ot the Hungarian government to release Jews and agreed to care f ar 
those reaching United Nations or neutral territories. 

All over Europe lis tenors to secret radios bear atatfiiiiA!Il te of protest 
and warning against persecution of Jews ieiiUed by President lbosevel t, 
Secretary of State Hull, and two Congressional committees of the United 
States • •• Pamphlets drop over Hungary warning of r etribution for her 
inhuman conwct. 

In Southern Italy an American helps arrange for the escape in fragile 
ships of the downtrodden frolll Yugoslavia across the Adriatic to Italy • • • 
Some of those escaping later appear in Al'rican refugee camps end in an 
American Refugee Shelter. 

In a camp at Casablanca several hundred wondering Sepherdics at last 
find a temporary haven. • • 

In upper New York State an American soldier visi.te hie parents who, 
with allloet 1, 000 others have been brought to Oswego. 

In Lisbon a committee meets to facilitate the departure of refugees 
who have come from France ••• Some arrive in Palestine. • • Sane in 

Q ,Canada. 

In London high government officials, American and British, join 
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officers of an inteJ-notional organization to ~pedite the rescue of refugees. 

0 

In Poland, as in other occupied countries in Europe, underground groupe 
protect exposed refugees by hiding them, by disguising them, by moving 
them from place to place. 

These it..ns constitute pnrt of the story of the current war effort , 
Amer ica has bean using every :IJnaginable dovice to contest the enemy' s 
barbaric detero'lination to wipe out complete sections of the world's non­
combatant population. 

This is not idle rhetoric . '!bare can be no doubt that Hitler and hie 
partners in barbarism have a deliber ate plan to extenni.nato entire sepent e 
of tho population of Europe, includinf particularly the Jows. 

This uffort, as ne know from the evidence at Lublin and Kbar kov and 
f rom much unpublished material, bas not beun confined to the Jews. I n 
obvious preparation t or another w~, the Germans have killed ~e Qllllbere 

of non-JGwisb intulloctual and cultural leadore of Pol.u!d. Huge ae~mta 
of the ftlaeian civilian population have b.lon slaughtered. !intire groupe 
in all the oth&r occupied countr111s havo fallen under tho crushing heel 
of Hi tlur and hia fol lowers. 
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• And Ulere have beon tens of thousands of indivi<luala who have been 

0 

0 

selected for deaUI simply because they kept on being thacuselves - which 

meant being an anti-Nazi preacher, a true democrat, a courageous patriot, 

an honest journalist, or a humane citi zen , 

We have been shocked to the extrema by this war of extermination. 

'!he barbarity of t he ansy has aroused Ula conscience of America. It has 

mobilized our s~pathiaa, and it has i .nspired the Govemment of the 
United States to do all that can be dona to rescue Ule intended victims 

of enemy slaughter. 

Specifically, this revuleion in America has expreesad itself in Ule 

creation ot tha l'lar Refugee Board by ?resident Roosevelt. It has bean my 

privilege to serve as hxacutive Director o f Ulis Board, the :nembers of 
which are Secretary Hull, Secretary Morgenthau, and Soorotary Stimson. 

In creating the :var llefugee Board the President declared: "It is the 

policy of tbia Governnent to take all measures within ita power to roscue 

tha victics of enemy oppression who are in imminent danger of death and 

otherwise to afford such victims all possible relief and assistance con­

sis tent with the successful prosecution of the war." 

'!he creation of the Board and the statmant of this goal are landmarks 

in the hllllanitarian history of America. '!he Govemman t ot the Un1 tad 
States issued a solemn statement of policy in behalf of refugees, and it 

asked three members of the Cabinet to take all feasible steps to implement 

that policy, 

AS a result of my Sdrvice with the Board, I havo come to appreciate 

more than ever some typically American qual.i ties in their true masniticence. 

I have learned that Anericans are capable of heartfelt indi@tstion when 

barbarities are committed during tho course of a war . And I heve learned 

that our American way permit s indisnation to be translated into action -

in time of war no leas than in timos of peace. 

'ilithout the widespread and insistent public intbrest in the perilous 

condition of European refugees , it would have been moat difficult to 

establish the Board and to carry on its operations. Many of thoao who 
have been saved from Europe ' s deathtraps owe their lives to American 
sympathy and A:•erican effort. 

There is uvidence that the oppressed and endangered peoples of Europe 

er e keenly awaro of Amurica•s intores t f.Dd America's activities. Ira A. 

Hirschmann, rlar llefugoe Board roprosentative i n Ankara, has told us of 
a r ecent ineidmt that illustrates ti\U awareness . 

Following the r ecmt br<~ak in relations between '1\lrkey and Oel"ttlany, 

a number of individual Cklrmans, Austrians and CZechs, known to be anti­

Nazi , found themsolvee under a throat of expulsion from Turkey bocauee 
Uley _,. technically Cklrmans i n the lfYO& of tho '1\lrkish authorities. 
Some approachlld the ·.7ar llef ugee Board repr.~sontative for aid. '1'he7 
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received it and I am happy to say that tho TUrkish Government hae dealt Sl'lllpethetically with these cases. One of th~ woe a woman who had lived in TUrkey for 12 years and who was accompanied by a onll- Y"Ar old child! r~en asked why she had come to the United States officials, she replied• tt:'lhere else should 1 go? It seemed only natural to come here . \;l\o else really cares?" 

Another typically American institution whose importance has auerged clearer than ever is the voluntary philanthropic agency. A quick and effective prograo of the :1ar I;efugee Board was made possible by generous contributions of sugeestions, personnel , and funds by private agencies that had alroady existed in the fiold of international rescue and relief work . 

I want to pay my unqualified respects to these aeencies for their generous support. As matters have developed, the 'Jar I;efugee Board has served as a central enabling and expediting body for all agencies -­Jewish and non- Jewish, new and old, reform and orthodox, soft-spoken and outspoken. 

101 

TO catalog these agencies would be impossible. But I want to mention a few. The constituent agencies of the United Jewish Appeal -- the United Palestine Appeal, the National Refugee Service, and particularly the American Jewish Joint Distribution Coamittee -- have contributed most of the funds that have carried on rescue and relief programs . Funds, ideas and unstintod cooperation have also come in varying amounts from other agencies, such as t he World Jewish Congress and HIAS. 

It is the purpose of the War liefu,gee Boar d to strengthen agencies like these by giving them the suppor t of a clear- cut statement of sympathetic policy by this government and by using tho diplomatic, licensing and communication facilities of the government to help them achieve their welfare ends. 

I also want to pey tribute to many non...Jewish groupe and individu8le who have shown a true Christian spirit in their quick and friendly reaction i n support of the helpless of Europe . This help has oome from both Protestant and Catholic organi~ations . 'l'he t1mer1can Friends Service Colllmit tee and the Unitarian Sorvice Committee have made important contributions, as have other Protestant gr oups. 

The record of the Catholic Church in this regard has been inspiring. All over Europe, Catholic priests have furnished hiding places and protection to the persecuted. Hie Holiness , Fbpo Pius XII, has interceded on many occasions in behalf of refugees in danger. 

In this country, too, we have received help trom Catholic l 11aders , At a moat critical point i n the Hungarian situation, Archbishop Spellman wrote a truly impressive supplication to tha Catholics of that country to protect and help the Jews. 'Ibis moving etatEI:lent was broadcast in Hungarian , and reprints of it ware dropped o wr Hungary. 
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Of ~:Teat assistance, too, was a stataaent of protest against 

Hungarian atrocities prepared by the late Altred E. Smith in conjunction 
with over 100 other non-Jewish leaders. 

The net result of all the efforts I have mentioned has been 
a 1118)'\i!'icant contribution in the rescue of helpless human beings. It ill 
difficult to measure the results of the Board's. efforts in figures . 
Actually thousands of persons were rescued from enemy territory. There is 
reason to believe that several hundreds of thousands escaped death in the 
occupied countries as the result of the psychological and diplomatic 
ei't'orts of the Board. 

Thus, in the American tradition, as the result of s .partmlr!t!LP between 
privata groups and a government agency, there hss been affirmed - in word 
and in action - the principle of l1Jman f ellowship. 

In the matter of philanthropic effort, there is danger in confining 
ourselves to the recent past or to the present. The instruoenta of 
hll!lanitarianism mu.st be plastic. They mwst be fashioned for use in the 
challenging new days that lie ahead - daye of liberation, daye of peace, 
daye of reconstruction. 

We know from r ecent experience in Italy, in France, and in Bel gium 
that there is a prodigious task ahead in the field of post-liberation 
r elief and rehabilitation. We know, also , that UNRRA and the Intergovern­
mental Committee on Refugees have staked out certain areas of activity, 
and are hard at work . But we also know that important functions are even 
today being performed by voluntarragencias. And we have reason to 
believe th~~ot private groups will continue to play an important rol e . It 
is moe t important t hat voluntary agencies be supported tully during the 
period that lies before us . 

This war hss brought untold suffering and sorrow to the people of the 
world. It bas been particularly severe on the Jewish population, which 
has been reduced nearly one-third by the' atrocities of Hitler. <raws · end 
Christiana alike have shed dry, b1 tter tears at the unspeakable atrocities 
commit t ed on the body and mind of man. '!he time for t ears is almost over. 
The time for constructive action is near . Determined men and women must 
soon pick up the pieces of our civilizat ion, reass911ble th911, and move 
forward into a world of peace, wher e h1111an dignity and the brotherhood 
of man may once more prevail . 

oOo 
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Treasury Department 
Division of Wonetary Research 1r1 

Da te ...• Q9.~.9.!?.~.:r. .. J.E?...~ ... J~.119 

To: secretary Morgenthau 

From: Mr. White 

Subject: Reports ot the American Military 
Mission to Yenan . 

( J 

The actual texts ot reports ot 
the American Military Mission to Yenan 
are not available to us . However , 
t he War and State Departments allowed 
Mr . Adler to read t hese ·reports and 
make copious notes on t hem. The at­
tached memoranda ar e based on these 
notes . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICA TI ON 

1 ('\ t 
.L. • 

D.AU Oot. 121 1944 

TO 1>1r . l'lbi te 

fi'RO I-4 Mr. Adler 

Subject : Highlights of American Mil1 tary J.U.ssion reports f r om 

Yenan. 

1 . The eneral reasion made on tbe Miss ion was extremal 

f avorable, particular y by contrast with • The typical 

COIIIillent of American Army men was "a different country, a different,, 

people" and that Yenan was 11 t he moat modern place in China" . 

There was no show and formality, no subservience to leaders, no 

bodyguard, no gendarmes and no claptrap . l'lhile living 1a simple, 

there are no beggars and no signs ot desperate poverty. Morale is 

very high, and the Mi ssion reacted moat f avorabl y to the fact that 

the Communists never explicitly asked tor any kind ot assistance- -

a marked contrast with usual Chinese official behavior . 

2. The following are the conclusions ot Chllll8k1ng G- 2 on 

the first reports from Yenan: 

The head ot Army Intelligence in Chungld.ng in transmitting 

the reports of Colonel Barrett ' s mission stat es that the following 

conclusions are justifi ed : 

(a) For 7 years the C~unisto have engaged a large propor­

t i on of the Japanese forces in China. 

(b) For 7 years the Communists have successfully defended 

laree areas in North China against determined and well organized 

large scale Japanese a ttacks . 

(c) Since 1941 they have supplied the~elves entirely by 

a rms and munitions either captured trom the Japanese or puppet 

t roops or produced by their own unaided efforts . 

(d) They have effected improvements in the conditions ot 

the people in large parts of the areas under their control. The 

popula t i on of the areas under their control ia not less than 50 

million. (The New York Herald Tribune correspondent gave the 

figure ot 86 million . ) 

3 . The Communists have successfully resisted the Japanese 

for 7 ;years . 

(a) This resistance , conducted with no active support trom 

Chungking tor a period of from 4 to 6 years and of act i ve hostil i ty 

Regraded Unclassified



0 

1J5 
- 2 -

rrom Chungking in the form o:f a tight economic bl ockade and 
intermittent military attacks and sniping :for at least 4 years, 
necessarily takes the :form primarily of ~erilla activities al­
though there have also been may larger scale operations, par­
ticularly against puppet troops . Such resistance is based on 
an intimate alliance if not fusion on the political, economic, 
military and social level between the Communist troops and the 
people . 

(b) The Communists have at least 240 , 000 first line troops 
and 130, 000 second line troops who are comparatively well-trained, 
plus almost 2 million militia who have undergone some :form o:f 
guerrilla training, but they are very short on equipment and 
munitions . There is barely one rifle per two men even for the 
first and second line troops, and men with rifles rarely have 
more than 30 cartridges . Most of the weapons in the possession 
of the Communis ts were capt ured rrom the Japanese or puppets . 

(o) The Communist armies ' strong points are their intimate 
ties with the people , their high mobility arid the centralization 
of their command. Their weak points are their lack of equipment, 
particularly muniti ons , communications equipment and medicines, 
lack o:f specialized troops, and l ack of uniformity. The center 
of activity of the largest army i s in North China . The New 4th 
Army operates in Central China and ther e are a :few thousand 
Camm1nist guerrillas as far South as Kwang tung and Hainan . 

(d) The extent of Communist military activity is best in­
dicated by the fac t that 21 Japanese divisions are engaged 
against them and by the f ollowing :fi gures for the last year 
on . which data are avai:):.able. The 8 th Group and New 4th Armies 
(i . e . the 470,000 f i rst and second line troops) had 28, 000 
engagements in which 2001 000 Japanese and puppets were killed 
lQt which a bout a third were Jape - our Mission believes the 
number of Jape killed is somewhat exaggerate~ and 73,000 taken 
prisons~ and in which 85,000 rifles and 1, 000 machine guns were 
captured. Communist losses were 19,000 dead and 271 000 wounded . 
The technical operations of the Communists consist of minor en­
gagements, the main pur pose of which is also to pr event small 
Japanese forces from looting food, larger engagements with puppet 
troops and attacks on i solated forts and garrisons held by the 
Japanese, defensive operations on a still broader scale chiefly 
to protect kay centers of food supply, and offensive operations 
for , the purpose of expanding guerrilla areas into firmly held base 
areas. 

4 . The C~iats are anxious to oooierata with us militarily 
1n whatever wa~I can. They are not on y ready to supply us 
with .intelli genoe on enemy oooupied areas and to extend facilities tor 
air rescue work, tor weather reporti ng, and interroga tion of 
Japanese p r i soners, but also to coordinate their ~litary effort 
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with an Allied offensive by outting the Japanese North-South 
Railroads and by undertaking to expel the Japaneee t r oa 
Kanohuria i t suttioiantly strong. They would prater to take 
orders from an Allied High Command in China rather than trom the 

Kuomintang, wh1oh they aay 1a bankrupt and not interested in 
fighting the Japanese . '!hey were asked tor a statement ot their 
military needs but were informed that no oommitaents oould be 
made by uaJ at the 1ame time they went out ot their way to 
avoid asking ua specifically tor any assistance . The Communists 
appear to believe that large land operations in North China and 

Manchuria will be necessary tor the final defeat ot Japan. 

While there is nothing specific on this point in the reports 

ot our Mission or the comments ot Headquarters in Chungking, it 
would appear that our Mission is wall disposed to the idea ot 
cooperating with the Communists even to the extent ot flying in 

a minimum ot eeeential euppliee euoh ae munitions, basookaa, and 
medicine . (I understand that our Army in China has asked the 
Generalissimo tor his agreement to our sending euoh aupplies · to 

Yenan but that his agreement was not forthcoming . ) 

s . The cmmiat political pro,wam h moderate i n the sphere 
both ot domest c and toreign policy. According to the political 

expert ot the American Military Mission the Chinese Communist 
party "bae a healthy moderate maturity" and "it is e trong and 
succeaatul and baa auch dr1 ve behind it and baa tied i teelt sc 
closely to the people that it will not easily be killed• . "Their 
intereets do not run counter to those of the United States in 
the ?oreeeeab1e fUtUre and merit a sympathetic and friendly at­
titude on our part .• 

Their domeetic goal is what they call New Democracy, which 

includes defeating the Japanese, the inetitution and exteneion 
of internal democracy, and raising the standard ot living by 
solYing the agrarian problem and encouraging the growth ot pro­

greuiYe capitalism in China . Mao Tee-tung indicated the 
communists supported proper treatment ot capital bot h Chinese 
and foreign attar the war and aa muoh tree trade aa possible. 
Conceaeions have bean made to laD416r4j~ in C~ata areaaJ one 
of the objectives ot Communist policy in this aphere was to reduce 
profits from the inveetments ot capital in land in suoh a way as 
t o encourage landlords to invest aurplue capital in induetrial 

projects. 

With respect to racial minorities within China the Communists 
tavor giving them a considerable degree ot autonomy within a 
United Statee ot China. They wieh to apply euch a pol1oy to the 

Mongols of OUter and Inner Mongolia, the Tibetans and Chinese 
Mohamedana ot tha Northwest. 
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In the ephere of foreign policy, the Communiste favor 
China's adherence to the foreign policies already agreed 
upon by the Uilited Nation• in such docwunte as the Atlantic 
Cha.rter and the Moacow and Teheran ~olaratione . Tbe1 believe 
it 1a unrealiatic to talk of the ultimate tate ot Hong Kong 
ae long a a the Japanoee are in China . With reepec t to the 
peace , they eay that Japaneee internal affairs muet be solved 
by the Japanese people, although militarism and feudalism 
should be wiped out in the period immediately following on 
Japanese defeat. Democracy, they add, cannot be instituted in 
Japan ae long as teudaliem survives. Tbey teal that the colonial 
countriee of the Far Bast ehould have eel! rule . They deny having 
received any material support from the Ruaaiane . Thera would 
appear to be eome division of opinion among them as to whether 
the Rusaiane would come into the Far Eastern War or not. 

6 . KUomintana- - Communiet relatione . The Communists are 
pessimistic about the seriousness of KUomintang intentione to 
bring about a settlement of outstanding KUomintang- -Communist 
1asuee. They claim that the Kilomintang 1a stalling and is 
putting on a ehow ot negotiating tor the benefit ot public 
opinion both at home and abroad . The Ku01111ntang objective 1a 
to liquidate the Communists in a eummary fashion immediately 
after tha end of the war . J:rn thia connection it 1a interesting ' 
to note that L~o Tee- tung, the leader of the Chinese Communist 
Part y, raised the possibility or the opening or an American 
consulate 1n Yenan, stating that the danger ot the Kuomintang 
attack on the Oommuniete would be greatest at the end or the 
war and i~lying that the presence ot an American Governaent 
official in Yenan would prevent such a cla sh. Kr. Gause, our 
Ambassador in Chungkin~teele that the National Government 
would never agree to our opening a consulate in Yenan~ One 
Communist leader went so tar as to say that it a turn tor the 
better did not occur before the end ot the year the situation 
might become hopeleaa . They recogllise that American preaa 
criticism baa played a constructive role in preventing the sit­
uation from becoming worse . Chou Bn- l a i asser ted that American 
Government officiale' convereatione wi th high Cbineee officials 
had been and could be even more effective in this respect. He 
mentioned Wallace ' s visit and a lluded to Kung' s presence in 
Amer ica , with reference to which he .specifically etated that 
KUng was more pli able and amenable than T. V. Soong. communist 
leaders do not expect Chungking to collapse before the end of the 
war. The Communists attitude toward the KUcmintang appear s on 
the whole to be fairly oonoil1atory. ~o said that if attacked 
they would retreat, but when the point to which they could re­
trea t no f arther was reached they would tight, adding that it 
civil war broke out it would be protracted. 
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While the Camaunhta attitude toward the Knc:aJ.ntang 
1s conc111atcry, it ie aleo t1rm. Th• realize that they are 
growing etronger and tba t tba Kuom1ntang 111 growing weaker. 
At the same t~e they certainly do not want to provoke hos­
tilities and would like to avert them i f at all possible on 
terms wh1ob would not make them prisoners of the Generalies~o . 

It ia interesting to note that the Communist military 
leadera were aharper and more bitter in their criticisms .or 
the KUomintang than were the Communieta civilian leaders . 
However, it is tbe latter Who have the last word, While the 
former were very otnical in their comments on the Genera liseimo 
and ~ immediate entourage (Chou En•lai ref erred to Shang 
Chen, the head of the Chinese Military Mission to the United 
Statea, as •empty headed" ; he also poured ridicule on the 
Kuomintang plans to de-mobilize, asking when it had ever 
lliObil1zed . ) '!'be latter go out of their way to recognize the 
National Government and the Generaliss~o aa the head of the 
National Government. Mao stated that what they wanted was 
recognition or the Border Area governments as lower organa of 
the Nati onal Government. 

7 . The economic situation in Communist China is much 
better than In KUrnnintans China , An effective program for in­
creaalng prOduction is being enforced and economic self-sufficiency 
baa been attained with a consequent r a ising of living standards , 
Labor, including soldiers, studente, and members of the Govern­
ment and Party bureaucracy, is efficiently mobilized fer 
agricultural and industrial production , The cultivation or 
cotton and the production of certain essentials such as soap 
and matches have been instituted for the first time in many 
areas . 

The number of cooperatives, including productive and dis­
tributive cooperativas, has increased phenomenally, Private 
productive enterprise is encouraged by liberal Government credits . 
Owi.ng to t heir Jlleaaures tor increasing production and their ef­
fective controls, inflation has not had serious effects on either 
the functioning of economy or on the living standards of the 
people . In fact, living standards have risen in areas which were 
previously among some of the poorest and roost backward in China. 
Diet and health have improved, with wheat replacing millet as the 
staple , 
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T REASURY DEPARTMENT 

INTER OI"FICE COMMUNICATION 

DATa 00t o 12, 1944 

TO Llr . White 

I'ROM Mr . Adler 

Subject: Summary ot Reports ot American ~ilitary Mission to 

Yenan. 

(Colonel Barrett is the author ot the military reports and 

Llr . Service of the politica l reports . I know them both well. 

Colonel Barrett has spent many years in China and waa Yilitary 

Attache until 1942. He io a aound and level-headed man. Mr. 

Service, who waa born in China, has the well-earned reputation 

ot being the beat informed American on internal Cbineae politics; 

he 1a a member of the Foreign Service and 1s now a t tached aa a 

political adviser to Gener al Stilwell's staff . Both apeak and 

read Chinaae with fluency and facility. ) 

A. J.IILITARY REl>ORTS 

I . Conclusions 

T.he head or G-2 1n Chungking in transmit ting the reports 

ot Colonel Barratt' s Mission atatea that the following oon­

cluaiona are juat1tied: 

(a) For 7 yeara the Communiste have engaged a large pro­

portion ot the Japanese forcea i n China . 

(b) For 7 years the Communists have aucceestully defended 

large areaa in Nor th China against determined and well organized 

large- acale Japanese attacks. 

(c) Since 1941 they have supplied themselves entirely by 

arms and munitions either captured tram the Japanese or puppet 

troopa or produced by their own unaided ettorta . 

(d) They have effected impr ovements in the conditione ot 

the people in large parte of the areaa under their control. 

II . The tirat milltaiia report waa enthudaatic over the coopera­

tion and ainoere tr1eD:11nesa extended to the American Military 

Kiaa1on by the Yenan military and civilian ott1oiala . The 

CCIIIIIW1hta had been 1nt01'11ed by O.neral Ho Y1ng-oh1n that the 

purpose ot the American Military Kiaaion waa to obtain intelli­

gence on enemy oo~ied areas and to make arr ang .. enta tor air 

rescue work and were aurpriaed to find that the obJeoti vea ot 
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the Kisaion were much ~roader and included making arrange­
mente tor weather reporting, obtaining reports on Oommunieta 
military activitiaa against the Japaneae, the posaibility ot 
utilizing air bases in Oammuniat areae, int&rrogation ot 
Japanese prisoners, etc . Colonel Barratt added that be also 
whhed to obtain information on Communiet military needs, but 
made it clearly UDderatood that he waa in no position to •ke 
any c~tment as to the possibility ot meeting thoaa neada. 
The Military Yiaaion waa entertained by the Yenan Government 
at an otticial dinner after wbioh there was music and dancing. 
Members ot the Miaaion were asked to aing American eonJ a which 
were greeted with tumultuous applause. 

Mao Tee-tung asked Mr. Servioe about the possibility ot 
opening an American Consulate at Yenan, pointing out that the 
danger ot a KlJ.omintang attack on the Communists would be 
greatest when the war ended, and implied that the preeenoe ot 
an American Oonsu1 in Yenan would prevent a clash. Ambaeaador 
Gause teela that the National Government would never permit a 
Consulate to be opened at Yenan and would not even agree to 
the temporary detailing ot an Embassy otticer at Yenan. How­
ever, Mr . Servioe expects to atay there tor several months and 
will be replaced by another Embassy otticer . 

The Yissicn was impressed by the initiative and planning 
ability ot the Communists, who are apparently doing everything 
to cooperate with it . They encountered no suspicion or pro­
crastination, such as is too otten the case in Chungking. 

1"0 

III. Re ort ot Yah Chien- Chiet ot Start ot the 18th Rouss 
.Armx. 'lhia report contains information disol oaed to the 
American Military Minion but not to the Knomi.ntanW 

Uoat ot the weapons in the possasaion ot the O~iats 
were capt ured trom the Japaneae or t r om puppets. Much or the 
captured material cannot be uaed. The Communists have no 
regular araenals and are abort on munitiona. There are ' Base 
Areas in North China, in addition to the Yenan Border Area, in 
which the 18th Route or 8th Group ArDl7 oparateu the 
Shensi-Hopei-Chahar, the Shantung, the Sbanai-Hopei-Honan 
and the Hopei- Shantung- Ronan ar aaa . In addi tion, thll Naw 4th 
.Army which was officially liquidated bJ the Central Govarnaent 
in 1941 but which baa actually .u.rvivad, operat es t r 0111 
North Kiangsu right through central China as t a r South aa 
Kiangaio '!'her a ar e allo small nuabara ot guerrillas in Xwangtung 
aDd Hainan l eland. The 8th Group and Bew 4th Al'ldaa 
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It will be noted that there ia barely one rifle per two 
men. Eaeh man with a rifle is supposed to have 50 cartridges but 
often baa only 30. Men are instructed not to shoot at a range ot 
more than 200 yards except it they are particularly good shots, 
when they are allowed a range of up to 400 yards. 

General Yeh pointed out that the main weaknaasas ot the 
CCIIIIlllUDJ.sts armies were that they had no special troops, that 
they were short even on light munitions and that the training 
ot the officers needed improvement, lack or machine guna and 
light artillery, and lack of uniformity. On the other hand he 
cla imed that its great strength was its high mobil i ty and the 
high centralizati on ot the command. Since 1938 when the National 
Government gave them 120 light machine guns and 6 anti-t ank guns 
they bad received nothing from Chunglc1ng. Some small erma were 
made bJ hand . He went out ot his way to emphasise that he was 
not asking the American K1litary K1aaion t or anything. 

IV. Further !i1li tary reports frClllt Yenan 

(a) It 1a the opinion ot the American W.l1tary Kinion that 
the greatest need ot the Chinese Communist armies is munitions, 
portable weapons auch as the bazooka, tor example, caamunicationa 
equipment, and medicines . Such materials would have to ba tlown 
in by air, and would have to consist solely ot essential supplies. 
'l'he CCIIIIlllUDJ.ata ola1m that they could win the whole ot Sbana1 with 
a little additional equipment aDd air aupport. While our K1sa10D 
believes that this claim is over-optiaiatio, it agreea that the 
Caamuniat could recapture subatant1al and aign1tioant areas under 
such circumstances • 
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(c) The tactical operations ot the Communiate can be 

classified as tollowst 

( i) Minor engagements in wlrloh the purpose 1a often 
to prevent emall Japanese toroea troa looting the food supplies 
ot the peasantry. 

(ii) Larger engage1:1ente with puppet troopa and attaclce on isolated torte and garriaona bald by the Japaneae. 

(iii) Defensive operation& on a atill larger acale 
in which again the protection of ~1 centers or tood aupplies 
ie an important objective . 

(iv) Offensive operations with the purpose of ex­
panding guerrilla areas into baae area~ chiefly against puppets. 

(I) The Ccwmnniata are engaging 21 Japanese diviaione. 

11'"> 

The 18th Group Arttt.y 1n one year bad 23 thousand engage~:~ents 1n 
which 65 thouaand Japaneae and 80 thousand puppets were ld.lled, 
300 Japanese and 59 thousand puppet priaonere were taken, ~ 
weapons captured tot~lled 51 thou .. nd rifles and 626 machine sun•. Their loaaes were ll thou a and ld.lled and l8 thou a and 
wounded. In the same year the New •th Army bad over 5 thousand 
engagements in which 53 thousand Japaneae and puppete were 
·killed and 1• thousand taken prieoner, and in which 34 thousand 
:flitlea and :!76 machine sun• were captured. 'lbeir loaa .. ware 
8 thousand dead and 9 thousand wounded. The high proportion of 
COI!III!!Unht Army dead to wounded 1a due to the fact that it 1e vecy 
difficult to rescue men or to cure them it rescued. It ie felt 
by our llilitary JU.aaion that the aboYe figures are aomewbat ex­
aggerated with respect to Japanese oaaualtiee. 

v. Random pointe trOIIA the lllilitan reports. 

(a) The Japanese have used gaa againet the Ccamunieta 
who suffered quite heavy caaualtiee at one stage owing to the 
lack of anti-gas equipment. 

(b) Evan uobina gun o~n1 .. ottan do not have aora 
then • light and I lwavy -ob1n• pna. 
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(d) The COIIIIIIWliats claim tbat they have documentary 

proof ot the teet that Central Government agente often give 

the Japaneee information with reepect to location, etc. ot 

the Communist troops. 

. B. ~OLITICAL REPORTS 

I. Firat report attar eix daya in Yenen. 

113 

People going to Yenan have heard euch favorable reports tram 

foreigners who have paeeed through or foreign correepondenta that 

they ere very much on guard againet baing ewept ott their teet 

or being taken in. Nevertheleaa, diecounting the above, the re­

action ot all members ot the !merican Kil~terJ Kisaion wae 

extremely favorable. Tbie reaction was confirmed by the foreign 

oorreepondents then vieiting Yenan. 

The typical comment ot American Army men was "a different 

country, a different people" . There waa no show and formality, 

no eubeer~ence to leaders, no bodyguards, no gendarmes and no 

claptrap, all ot w~ch are all too prevalent in Chungking. 

There were no beggars and no signa ot desperate poverty. Living 

1a aillple and foreigners ere entertained unostentatiously. The 

women ere aelt-esaured and unaaltconacioua, presumably aa e re­

eult ot the improvement in their aociel atatua . The general 

morale wea extremel7 lligb. Almoet everybod7 takes an. interest 

in pol~tioa, even coolies reeding tba newspapers. 

1'he e tmoapbare in Yenen ie that ot e .-u town eeo~ian. 

oollega or ot a religious aummar conference. Another co~ent 

b7 Ara-7 -n wea that it wee •the moat modern place in C~ne•. 

Yr. Service'• conclusion waa that the ~••• Comm~et ~art, 

b .. e healthy moderate -tur1t711and that 11it 1a etrong end 

eucceeetul. aDd baa eucb drive bellind it aDd baa t1e4 i teelt ao 

cloeel7 with the people that it will not eeeil7 be killed" . 

II. llrlillervioe• • con;r:etlon with Cbon Bll-lal (Cbou ia the 

nu.ber o .an iii tili eee c-nta£ Pirtj. Be 1a well mo.n 
1D (!lmnsld"S foreign olrolu, where be "e tbe C~et repre­

eatat1ve -tll Uw e• er of 1~. Xt 1e paeNU7 belle'l'e4 

U.t 1» won14 be lllaleter of :a.O:~f! Affaire 1D U17 Gow1 • •at 

1D Wbioh the c 1•'• ere • 7 NpHeate4.) 
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foreigners, particularly AQarioans. The Generalissimo and 
the Kuamintana no longer ha•• concrete policies, are drifting 
and are awaiting favorable developments . ~ Kuamintang hopes 
at the end or the war to liquidate tha Communists in .wamary 
taehion. The CQIII!!Ilmiats neither walcome nor tear Kuamintang 
plana tor attacking them. In the aUllllller or 1943, the 
Kuamintang was heeitating between two alternatives, the tirst 
baing to attack and the aacond to delay the attack until a more 
favorable opportunity. They were all aet tor attack when the 
communists round out. the Kuomintang plana, and the Kuamintang 
accordingly switched to the second alternative. 

There 1e a steady decline in Kuom!ntang China, but there 
will be no sudden collapse. ·ba Japanese do not plan to cap­
ture Cbungld.ng because KuOlll!ntang China 18 dying a slow death, 
and it CbunsJcing were attacked the Kuomintang would be driven 
toward unity with the Canmuniats . 

The Generalissimo !a surrounded by second-raters such aa 
tho "empty headed" Shang Chen, the haad or tha Chinese 111111 tary 
m1aa1on to the Un1 ted Sta tea . 'lheae people dare not tell h1lll 
the truth and are only interested in maintaining their own posi­
tion. Chou poured saorn on the Kuamintang plana to demobilize, 
asking when, if ever, they had mobilized . He also ridiculed 
Kung's plea to have cotton cloth tlown into China saying that 
cargo apace should be uaod only tor bombe , munitions, gasoline , 
etc . and that the production or cotton had fallen ott in China 
purely ae a result or Kuom!ntang inept food and price control 
policy. 

Be admitted that American interest in Chinese atta!ra had 
been extremely b&lptul. Outspoken praaa criticism had been or 
eame uea, but trank talka by high American ott!ciala with hig)l 
Ch!neee ottic!ala ware evan more imPortant . He cited Wallace 's 
and Neleon'a and Hurley'e tripe to China and added that talks on 
the right linea with Kung now that he 1a in the Un1 ted Sta tea 
would aleo be moat helptul. In tbh ruiect he thous.tthat Kung 
wu more amenable and pliable tlWi Te. oo~. chou ouSht 
there waa a tendency to under-eatlma a theportance ot the 
Chineea land theater aa a result or the remarkable advances or 
the Amlrioan NaYJ in the Central Pao1t1c. He said 1t would 
at!ll be neoaseary to rout Japanaaa troops 1n North Cb1Da and 
Manol:lar1a. He aaaad to tael that the Soviet Union would coma 
1Dto tha Par Baatel'll war but would not omatt b!aaelt. 
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It is understood that a Ollie ot the m1li tary leaders had been 
rebuked tor the sharp way in which they had expressed their 
criticisms to Americana . The political civilian leaders are 
obviously adopting an attitude of aelt-l~tation with respect 
to the Ku01111ntan;;,. 

There are two possible explanations ot the moderate pro­
gram adopted by the Chinese Communists, not only in their 
relations with the Kuanintang but also in their political, 
social, and economic program. 

(a) Theoretically the Chinese Communists are Marxists 
• and believe that China 1a not yet ready f or socialism, that 

she has to go through a stage of capitalist development before 
socialism will even be theoretically attainable . They also 
believe that socialism can be achieved in China by peaceful 
means as a result of a long and orderly democratic process . 

{b) This practical explanation runs 1n teras ot expediency 
and might even be called l!aohiavellian . According to this 
explanation the Communists know that they are growing stronger 
while the Kuomintang 1e growing weaker, and that as this prooen 
continues they have everything to gain and nothing to lose by a 
policy of conciliation and moderation, as things are moving in 
their direction anyhow. Moreover, the policy of moderation wins 
them foreign sympathy. It is thus the easiest and moat convenient 
way of obtaining power . While according to the theoretical ex­
planation they do not desire power tor themselves alone for a 
long time to come, according to the practical explanation they do 
and the policy or moderation is the beat means of obtaining it . 

Mr . Service definitely favors the theoretical explanation, 
but Mr . Drumright of the American Embassy in Chungking favors the 
second explanation . It ahould be noted that Mr . Drumright was 
formerly strongl y pro-Kuomintang. While his predilection tor the 
Kuan1ntan0 has weakened ao:llSwhat, bia antipathy to the Communists 
has not. This would appear to be the reason tor the difference 
ot opinion within ~er1can dipl omatic circles in China. Mr . 
Service's conclusion with respect to the Chinese Communists is 
"their interests do not run counter to those ot the United States 
1n tb8 foreaeeabie tuture and merit a nmpatlietic and f riendly 
attitUde on our part • . 

baa baan a dat1ll1ta aooncaio '1Biprovamant in the laat 
dlla 11t tiM ttJoat place tlo tba C!Wm!niat production 
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campaign and to a succession ot excellent crops . IQ the 
Yenan Border Area there has been an improvement in diet, wheat having been substituted tor millet and cotton is being grown for the first time . Banditry baa been eliminated . 

1 'J 

There has been a systematic campaign to mobilize every available hand tor production and to eliminate l oafing. Members ot the Army must work either on the fields or in producing cloth or both. Students have to work two hours a day in ad­dition to their studies . Government and Communist party of­ficials also work on the cultivation of crops and vegetables 
and manufacturing cloth. ihe s ystem of labor heros baa been introduced to stimulate pr6duction . The b lacksmiths in Yenen work day and night . ~rivate productive enterprise is encour ­aged with liberal credits from the government and premiums are gi ven to merchants engaged in the risky business ot moving goods throusl:l the bl ockade . The number of C. I . C. units has increased trom 30 to 343 in three yearo . {The number ot C. I . C. units has fallen steadily during the same period in Kuomintang China . ) The total number of Co-ops is 8 00 and include both producer and distributor co- ops . 

Health has improved and there has been a reduction in mor ­tality particularly from typhus epidemics . Taxes in kind are down to 12% and lower than elsewhere in China . As a result of original research in the locality, matches and soap a re being produced tor the first time trom indigenous materials and are quite satisfactory and adequate in quality, - which is unfortunately not the case in Kuomintang China . Paper is also being produced trom a local grass . 

The official exchange rate was recently reduced f r om Border .lrea $ 10 to Border Area ~ to Cllt l . The black market rate tor Border .lrea dollars 1a actually higher, bei ng $6 to 1 but Mao Tee- tung explained t o Mr. Service they did no~ want to lower the officia l rate too rapidly, a s many peasants holding CNO would suffer . The inflati on does not seem to have had an important effect on the l i ves of the ordinary people . Economic conditions in general are booming , the main diffi culty being lack ot technical personnel. 

v. Interviews - ott the be t ween torei ournali a ta and pr en ammun a 

{a ) Mao Tee-tung. 

The Chinese Communist goal at present is not s oc i alism but Hew Democracy in accordance with the !brae Peoples' ~rinciples. 
~1 wish t o def eat Japan, t o 1nat1tuta d .. ocraoy and t o solve 

• the agrarian policy . 0*l)1tal1• of a • propoass1ve char act e r 
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can develop in China . While they are controlling rente they 
have .. de rent conceasiona to the landlords ; their objective 
in thia aphere waa not only to pr otect the te.nant but aleo 
to reduce the profits tram investment of capital in land"1n 
auch a way ae to encourage landlorda to inveat surplus capital 
1n 1nduatrial projects . They believe in the proper treatment 
ot capital both Chinese and foreign attar the war and aa much 
tree trade aa poaaible . There will be three forma ot induatrial­
iaation in China - State, large acale private, and handicraft. 
They hope that their governmenta will became lower government 
organa of the National Government, but they claim equality of 
party atatua with the Kuom1ntang . Village governments ehould be 
elected by the people and higher governments by direct or in­
direct election. 

Their foreign policy was in line with the Atlantic Charter 
and the Xoaoow and Teheran Declarations . The Camintern had no 
place in the Par Baat. They bad received no matertal support 
trom Russia . It strong e~ough, they will undertake to expel 
the Japanese trom Manchuria . Attar the war there should be a 
demobilization of the Kuom1ntang and Communist armies in the 
proportion ot 6 Kuomintang soldi ers to l Communist soldier. 

Outer Mongolia i • .a part ot China but should be recognized 
as a national entity, and there should be a Mongolian Federation 
within a United St!~~ot China and a1m1larly with the Tibetans 
and the Chinese Mo ana of the Northwest who constitute die­
tinct national groupe. 

Japanese internal attaira muat be solved by the Japanese 
people thoagh m111tarilllll and teudaliam should be wiped out. 
It i~ unrealis t ic to talk ot tho institution ot democracy in 
Japan as long aa teudaliam survives . Colonia l countries in 
the Far Eas t should have self- rule . 

There is no likelihood ot e breakdown of the National 
Government before the war ends . The Communists will retreat 
it attacked by the Kuomintang but when t he point is reached when 
they can retreat no turther they will fight . The Generalissimo 
does not want Allied Mediation between the Cammuniat and 
Kuom1ntang or an Allied High Command tor China. Civil war would 
be protracted. What China needs ia internal peace. 

(b) Chu Teh (the leader ot the 8th Group Army) 

The Chinese Communists are willing to cooperate with the 
United States and would coordinate their military effort with an 
Allied offensive by cutting the Japanese North·leQ~ railroads • 
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The7 had already reaoued eight American airmen who had made 
tor oed l andings . It permitted the7 oould penetrate Kiangai, 
Fu.lden, Hunan, Obe.ldang, and Kwangei . They need allllllWli tion 
as well as light arme , radio matariale, medioinee and teoh­
nioal peraonnel. The Kuomintang 1a not muoh intereeted 1n 
fighting the Japaneee . Two Kuamintang generale had gone over 
to the Japaneee under ordere tram Chungking tor the purpoae ot 
fighting the Comnnn1 eta and sent their tam111ee to Cbung.ldng 
ae guarantee ot good bebartor. 'lhe Kuomintang had bundrede 
ot thoueands ot spies who 1n the occupied areas otten cooperated 
with the Japanese . The Communiete would aooept an Allied 
Command in China, ae the Kuomintang is bankrupt and 1a pur­
euing the inoonaiatent dual policy ot fighting the Japanese 
and the Communiate at the eame time. While he wae not epeoitic, 
Cbu did not believe the Russians would enter the war in the 
Fa.r East as the7 were exhausted from the war in Europe . 

{c ) Lin Piao 

During the last two or three yeare the qualit)" ot the 
Japaneee troops 1n ~crth Chine hae perceptibly 4eteriorated. 
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Agtncy. (SECRET 0) 

Secretary of Statt , 

Washington . 

Chungking 

Dated oc tob~rAis, 1944 

Rtc 1d 2 : 10p.m. 

1681 , Octobtr 15~ 2 p .m. (SECTION ON£) 

FOR TREASURY F.lOl! FRIE~.;/.N , 

One , SomE discu~sion of gold salt 

pro3ram took placE at ~:c mttting but 

lar5ely confined to asking for dttails of 

pro::-;ram, InterEst shown in txisttncE of 

black markEt and in diffErEncE between blo.olc 

marktt and official pl'iCES and questions asked 

as to why these conditions allowEd to continuE , 

Points m:>.dt that ordinary merchants fo'unu 

difficulty in obtaining gold in markEt and 

that salt in form of large bars made it 

impossiblE for ordinary individuals to purcho.sE 

o.t official prioE , No resol utions passEd or 

i ntroducEd on this matt • r , ConsidErablE d~s­

oussion di d take plaot on desirability of 

::~ovcrnmcnt commandt Er:i.ng foreign Exchange 

rEsources 

11"1 
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rEsourcES of privatE citizEns and using thEm 

to help financE program 'or improving condition 

of soldiErs and this stil l bting discussEd by 

standi ng committEE of P~C . SuggEstion madE in 

~PC that dollars acquirEd in this mannEr could 

bE convErtEd into gold ond sold . (REurtEl 1~16, 

OctobEr 10) . 
' Two . T,~KIJNG PJ\0 on OctobEr l carriEd articlE 

by Prot. l'luchi- Yuan of Sout!l- ' /Est AssociatEd 

UuivErsitiEs , KUllJII1rig o,cJ.vEr«fEly. criti'cnl of 

gold salE policy. WUc~~OlP doEs not opposE 

salE of gold but fEEls 3hould not oE sold to 

11 rich class at low prieta . " SalE gold pricE 

should bE CN dollars 70 1 000 pEr ounc E. If not 

oold at this pricE should bE consErvEd for post 

l'lar usE . In off rEcord convErsation Hu- lin, 

L'lllnn:,Er Ti.KUNG p;,o t ol tl mE that papEr was in 

::;mErnl agrEEmEnt Vlith UnitEd SatES position . 

CC»Li.;ERCL".L DhiLY NS\'/S on OctobEr 6 carriEd 

Editorial opposing suddEn increasE to dollars 

70 1 000 pEr ouncE but favoring gradual incr EaSE: 

sEricusly quEstionEd dEsircbility of gold salt 

policy, said justifiable only ns last rEsort 

bEcaus E 

1~0 
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-3~tl68l pctob£r 151 2 p .m. from Chungking 

bEcausE thtrE will bE mort important uses 

aftEr thE war . Att Empting to obtain mor t 

on ~rtss criticism and PPC meEting on gold 

salE policy. 

ThrEE . \UdEsprtad opinion that official 

GOld prio£ is too lou: Kwok oppostd to raising 

GOld prices unlEss hE h~s on hand stocks adEquatE 

to mEEt demand for \'IEElt following chang£: 

txpEcts incrtaa£ in pricE would furtht r stimulatE 

cl£L'Innd . 

Gl.USS 

Jl.IS 

121 
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This tElf'grtllll mile t bE 
po.raphrr,.:l ~ . .!! 'b•:f .:::- .: bEing 
communi .:'~~\ r. :\ t 11 ,~,yon£ 

othe:r t h; ,"'a \ ,.,..., .. ,.~rnmtnt 

A (•'"( '' ') gEncy • vt. .•r. 'J, ·~ 

Chungking 

Dat::1 :..;.·. tobe:r :J-5 1 lg44 

REc'd 4 : 20p . m. , 16th 

-
L "• ;~i.ifl 

Uo "·~·0111 (.Hi 

OCT J 8 ~ 

1681 , OctobEr 15, 2 . m. ~ ... ) I )-.'1,._~ 

Four . Re:g ard1ng One:. -:-B. of your tElEgrtllll 1·10rd 

\laehington . 

122 

" for~1ord" garblEd. ThErE 1e no diffErEnCE be: t we:e:n for~1ard 

pr i ce: And spo t price:. Ce:ntral Bank re:qu1re:s full paymEnt . 

in advance: Md guarAntEE de:li ve:ry on arrival wi t oout 

spe:oifying time: . This practicE (A) gUarAntEES spe:culators 

and hoards who a rE chiEf purchasErs that will c;e:t gold 

sincE thErE is constant fe:ar in marke:t that GovErnmEnt 

~Ii.ll ce:ase: gold salE progrRrn and (B) prote:ote purchasers 

aga i nst risE in price:. 

Fi ve: • . ThErE iS considErablE sprEad btt'\>ltEn of ficial 

and bl ack marlte:t pricEs . Blaok markEt r1ee:s 1~hcne:ve:r 

CEntrnl .Bank BElls forward bEcausE of shortagE of stocks 

on hand. Hov1e:ve:r, as CEntral Bank h:'ls rEpEatEdly JlEt its 

comm tmEntB whe:n gold shipmEnts havE nrrive:d, during Each 

SUCCESSiVE pEriOd Of black markEt SalES t hE pric E has tEndEd 

not to risE as much from lEVEl which prEvailS uuring p e:riod 

of spot sAl ts, E. g. during first half of SEptEMbEr o l::o.ok 

marke:t 
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- 2- #1681 , Ootob e:r 15 , 2 p . m. (SEC'riON TWO) troLl Oi1ungking. 

markEt price: r:aohe:d high of $2e ruo :;>Eroz; i n sEcond half 

of ~e:ptf:lrbtr $2~.000 ; Early OctobEr $24,000 nnd on OctobEr 1~ 

C22, 600, Jp~~uiatore takE advantagE of this diffe:rEnCE by 

SElling own stocks on black marke:t and buying forwar~ from 

Ce:ntrol Bank at official prioe:s . Kwok claims that govErn­

mEnt can not EliminatE black markEt EXCEpt by bEine:; always 

ablE to se:ll for immEdiatE dElivEry, Gold sol£8 OctobEr 1 

through 13 total 108 , 007 own , of which 57,600 un t1Elive:re:d 

comm1 tmEn t 8, 

Six. SincE Se:pte:mbEr 28 old purchasErs rEquirEd to 

purcha se: "communi t y wElfarE savings cErtifloate:s" issue:d by 

four govErnmEnt banks and postal savings bank Equal t o 10% 

of gold purchasEs . CErtificatEs maturE in thrEE ye:ars and 

pay a% intErEst , CEntral Bank pErmitting goldso1ths to 

pass on this burdEn to ultimatE purchasEr in form of rEsalE 

of co·t1f1catEs to customErS . 

Se:ve:n . Gold dEpos1 t programs a1d t o be: still unir.~portan ~ 

PurchnsEr8 of gol d dEposits still not rEou1rEd to purohnee: 

ce:rt1f1cnt Es; no Effe:ct notEd RS yEt on volumE or gold 

de:poe1t . 

JUS 
HTJ.! 

( '"i''D OF llESSAGE ) 

GAUSS 
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In.toraat1CIII reca1nd up to 10 a.m. lSth Oct . 1944 

1 . JI4'UL. 
Reported JC1el Canal blocked Iince 8th llay b)' a ah1p 

which waa •1nad d aUDk near Western entrance to Canal at 
8runobuttal, 'ilaMI!or yaot&rday qain intortered with CJ'OII­
ohannol aail1nso. t canadian Fricate wao torpedoed 14th 1n 
8t. LawreneQ R1nr 'llblla on inti u-boat patr ol. tttempt beinc 
made to bll.oh her. A l2, SOOU tCIII Br1 tilb tanker cerr:rinc 
petrol and a1rcratt wao in coll111on yuterday II ,II', ot lladeira 
with a 7,000 ton o,s. ab1p and 11 bel1e.ed total loss. Sh1po 
were 1n eoMO)' bound tor lledi terronaan troe 0, 8,, both aban4eed 
on t1re 1 tivo man llisstnc. 

2, MILITARY. 

IJalx. L.ittla chance on richt nank 1n Canadi&ll aD4 
!In Za&lan occtor. Some llow but otudy procron turther lett 
&1chth Army tront, patrolo reached Rhor 8av1o, llo appreci able 
chance Fitth li.rlly tront. 

~)!111~ . In Transylvania Ruuiano have seined ooea 
ground N • • an N. ot Cluj . In Yugoolavia they have captured 
placet 12 llileo s. ot Bolc.rado. 

Wutern ptqnt l3tt.. Further reporh ohow 173 ol .E .. ~.F. 
Bomber• - two idutnc Cfi'oppe'd 272 tono 11141nlY on rallwa)'l 
Weatern GermAnT and 9A9 tilhtora - lS miaatnci ooored 18•1•11 
in tho air and destroJed J6o •uhiclao. 14th, ~0<?2 eocortad 
bomber colllllland aircratt dropped 4 684 toa.a on IIUloburc throuch 
cloud, Bombtnc aome'llbat acatte r;;.\ althcUih aoee cood cooc ... tra­
tiona eohieved1 tittaan boebera aD4 Clll& tilbter lliutnc. l,oo6 
eacorted 0, 5, he&VJ boobera boebed ra1l•&J' oaatrea ll'aatorn 
Germ&nJ 1ncluclinc t clocne 2,1Sl tona, JCaioeftlautern 295 aDA 
8aarbruel<en 21S. Pathtinder technique uaeda 12 boebera , ae.a11 
ttchtera miaatnc . Aecordinc to prellllinarJ reoorta 35 eacortad 
1. . £ • .l .F. Bombara bOilbad a "bridce near Zutpban '11\ile 651 tilhtera 
- one aioo1n& aupported an4 covered troopa 1n Rolland aD4 II , W, 
Gera&n)' and 532 a~ratt carried auppliu t o the conttneat. 
14WlSV., Bomber c-..4 aent out 1 1SH airoratta-
)Uiaburc 1 1008 - oeven 111o•1nc1 Br~w1cl< 241 - one m1oatnc, 
Berlin and three other tarceta 46 - one _.,inc boaber aupport 
120 end D1verl1oMl'J sweep 140 - one •11nc. lreather over 
Duioburc elear and bombinc concentr ated, 

Jlld1terran•111 12tllll)th, 68 boebera trom Mediterr&II8U 
dropped 132 tCIIII on llronaolio Railway Yarda 8,8,8, Bolaano. 
l )th. 762 etoortad heaVJ boabero boabed a.t. Gera&DY, &Uitria 
an4 Runc&l'J dropptnc tot al 794 t«w on two o1l rat1neriu an4 752 
on au railwr oeatrea. 228 aed1~ boebera attacked 111Utarr 
~jeoUveo Bolopa -a aD4 818 tiCI>tara allll t111>tar boiiMH 
~·~ over 1\allu kttle area, llUI/14tll. 79 "--len ••l'lllliiiP,.••• 
U9 '- • a r~ ••tn BWIIIIIPF• .... -.lU.. .._. opera"_,_ tw ... u.,M Ia ttA aU ... 24t0all • tlla If ,,, 
0.. 38 haft7 'lla .. •n, - ..U• _. ._ ftllatel'll ... ~-­.....,.., 
4. "M••m. 

14aA5tll. !'Rilt)o•tw fb* ...._ p1M~ Ia tw _., .. , .. 
"'"' I , ... liD p1on .. _. u.\ a .... u ;lft'-'o 
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TREASURY DEPARTMENT 1"5 

INTI!!IIt OI'I'ICE COiolloiUNICATION 

DATa 0 . 16, 1944 

TO Llrs . Klotz 

{)f!d. ,..ow !a. Shaeffer 

0 

• 

Secretary Morgenthau•s Loa Angeles speech was not 
distributed to Treasury officials until 9 :00 Saturday 
morning . As the teletyped copy was full of errors it 
was stenciled before being aho,·m to anyone . Unfortunately, 
D. w. Bell had ignored his copy, placed on his desk at 
9 : 05 o • clock Saturday rorning up to the time l.::r . l&:>rgenthau 
talked \U tb him. It was a vnilable to l4r . Bell seven and 
one-half hours in advance of delivery . 

No effort \vas made to show it to Mr . Bell earlier 
on the assumption that Henry !.:urphy , "ho accompanied the 
Secretary, was completely authorized to act for the 
Under Secretary on fiscal affairs . 
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TREASURY DEPARTMENT 

0 INTER OFFICE COMMUNICATION 

DATil Oct . lC. , l914 

TO s~cretary M~r enthau 

!'RON Harold :.ae:,er tftu. 

I ~ave arr&~eed tor t~e pro~uct~v~ and dlstr:'utlon or 
1 , ~~ e~~s or your t~r~e adJresoee to the Re~~o~el Cn·!~r·~cee ln 

Atlent:c Clty, Ne ... Orleans a:Jcl. Los A~C'" es . Ther 8.l'" uel:1~ prepared 
1n sur! -c!.ent quant.ty fol' d1o~r1Lut1.n to l:.oth State and County 
War Finance Co:r. :11 t tees . Sta:Oe and Local c•·.aircen will be ur. ed to 
trlr tr~m to the attent:on of local Financial Editors , and to 
t;1ve the1n the w1de~t j)OSB1ble d.l.stribut.l.on . 

A copy of eact. a ... .lress , w.l. th covcr1 ·~ note , will be w1u.lec'! 
t.o C'unt, Chair:.Jen ih ~ •. ost: stat.t"S t·•r "'·~oh 'lo.e l:ave authorized 
... all1.~ lists ot C" ... Chair..:en. 

eul~ sh!.y~ nte of .he a~dresoeb for rcwalllne :;o Local 
Chell ,.~ will i..r acrt to s .ate l.ea ... q~er~ers , on ~he 'Las.l.a ot one set 
per county, i .. tl'onr stateo that l.E.VS not furnished author~:z.ed 

4:)1~.P of onunty c~eir~en. 

Copies of upe!'Chts 1·1111 te aHpped to Ch!.cago to'ilorrow 
(Tuesday , October 1 7) tor 1·ema111n:;- to t .,,. field . 

!~e ~ield 1 r urln, ~~~~r~e~ t~ • add~tl~nal C0?1rs ~ay te 
requ1s1tlon~d 1~ t~· ua~sl an~er . 

0 
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TREASURY DEPARTMENT 

INTER O FFICE COMMUNICATION 

F!tOM Mr. 

SubJect! The siness Situation, 
Week ending October 14, 1944. 

Summary 

1 "'7 

OONJ'IDEN'ri.AL 
DAU0ot. 16, 1944 

Reconversion: In addition to the adverse psychological 
ettecta ot deolin1ng 1noome and emplo;yment atter the de­
teat ot Germany, preaent diapari tie a between labor ooata 
and o1vUian-goods prioe levels may r aise serious problema 
in the ~ransition to a peacetime economy. The labor ooat 
per unit ot taotory output appears to have risen at least 
12 percent ainoe 1942, while prioee ot manufactured 
civilian goode have held virtually unchanged. Further 
concern over reconversion prospects ia suggested by the 
posaibUity ot sharper outbaoka in war oontraote than 
ottioial figures indicate • 

Oo1111od1ty prices: Moderate deol1nee in grain tuturss 
featured an easing tendency in commodity markets last 
week. The Dow-Jones tutures index declined 0 .8 percent , 
but the BLS index ot 28 basic commodities showed practi­
cally no change. 

Oro~ prospeote1 As a result ot 1aproved growing conditions 
ast aonth, 1944 crop production may attain the record 

levels ot 1942, which would be 23 percent above the pre­
war 1935-39 average. A new reoord is expected in corn 
production. 

Wheat exporta: The United States, Canada, Australia, and 
llientina have agreed to divide the export market attar 
the war, with th1a country being allocated 16 percent ot 
the total. 

Consumer debtl The volume ot consumer debt outstanding baa 
ihown relatively little change ainoe August 1943 follow­
ing the long decline ot more than 50 percent trom the 
September 1941 peak. The t otal remains nearly t5 bUliona 
below the peak reached 1n 1941 • 
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pittioult transition period 

Recent deTelopaents suggest that the reoonYaraion problema 
attar the defeat of German:y _,. be •ore dittioult thaa 18 gener­
all:y expected, and_,. result in aarioue un•plo1Diant. 'l'hie 
situation ma:y arias from a auaber ot poaaible deTel~ante: 
(1) from the pa7ohologioal etteot of declines in &llplOJIIant 
and incomes on consumer spending; (2) from the proapeot ot 
aaYare labor difficulties during the reoonTarsion period; 
(3) from the possibility t hat a tight OPA prioing poli cy on 
oiTilian goods may dieoouraga fUll production; (4) from the 
al ow progreae apparently being made in getting reconversion 
proJaote under way, and (5) from the poeeiblli t:y that outbaoks 
in war oontraote ma:y be more aaTare than ottioial etatemente 
have indicated. 

lhlle the ohanoee are pltrhape no more than 50-50 that a 
serious situation ma7 deTelop, we balieYe the poesibilit:y is 
one that shoUld be kept in ll.ind in l ooking ahead. 

Jtfeot ot outbaoka 

The 4o percent outback in war oontraots attar the defeat 
of Germany, as anYiaaged in the latest official statement, will 
oauae seTaral million workers to lose their pr esent Jobs. It 
Will also oause a aubstant1all7 greater percentage deolina in 
inoaae than in eaplo1111ent, s1noa the higbo-wage in&astriea and 
high-rata oTartillla earnings Will be moat atteotad. rurtharaore. 
the displaced workers will doubtless be raamplo:yed in lower-paid 
Jobs, and the surplus of labor .. ,. raeUlt in a general abandon­
ment of oTartiDia work and oTertima pa:y on the remaining war 
oontraote. 

Prioe A4DI1niatrator Bow1ae mentioned in a praee oonterenoe 
last weak that 4 to 6 million workare aa:y be thrown out of work 
1n the firet months attar V-1: 4a:y, with a l'eeulting 4rop in 
national inoa.e. In addition, he aatiaated that a oha,a tr011 
the 46-hour week t o a ~hour week will •ean a lou ot 12 to 
tl5 billions in workare 1 inoa.ee. 

lhlle the -.r nth Japan Will require a oont1nua4 large 
OoTar•ent deficit, 'llllioh Will do noh to aaintain inoaea dur­
ing tbe reoonTereion period, the pe:yohol0(1oal etfaot of auoh 
a 4et1o1t 'llllan people are loaing their Jobe .. ,. be qUite 
dittaren11 tra that during a pario4 ot expandiq eaplo:paent. 
People UJ •it unUl 11he ou11look beoaaa olearar before epen&­
ing treelJ tor aDJ but neoeaear:r 1taa, a oondition 'tllb1oh 
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would not be taYorable tor a rapid expansion in oiY111an goo~ 
production, Kr. BoWles said last weak that cancellation ot war 
oontracta aay reduce GoYernaant spending by t30 to t4o b111ione, 
and that det1at1onary intluencee are 11kely to beoome ouaUlatiYe 
tor a t1aa betore int1ationary tactore becaae operative. 

In Yiew ot the labor uneettlement which the outback• will 
oauee, and Judging trom experience attar the Firat World War, 
labor d1ttioUlties may have an important retard1ng etteot on 
e~loyment and national inoome during the transition period. 
Downgrading ot Jobs, curtailment ot overt1ae pay, and laying-ott 
ot workers w111 proYide nuaeroua grounds tor atr1kes, When 
war orders were oanoelled attar the last war, aooording to one 
author, 1 oYert1ae work at the taotoriea oeasad and the war bonue 
s;yatem was abandoned. Labor baoaae reatleaa and d1aeatietiad. 
Btr1kes ooourred in allloat eYer)' line ot industry, In HoYe­
bar (1919) the great steel atr1ke took plaoe, inYolY1ng oYer 
365,000 men,• 

Pisparity between labor oosts and pr1oe leYel 

The reoentlr-announcsd polio)' ot the OPA to holdprioea 
ot new oivilian goods as closely aa poss1ble to the 1942 prioe 
level presents a d1ttioult problem, sinoe in the ettort to pre­
vent 1Dtlation 1t aay unintent1onally aot as a brake on pro­
duot1on and employment by narrowing too severely the profit 
aargina ot manutacturers. Aotually, the readjustment ot 411• 
paritiee to restore a peacetime balanoe between labor ooate and 
pr1oes w111 be one ot the moat d1ttioult Jobs ot the reconversion 
per1od. 

Labor ooats haYe risen substantially s1noa 1942, wb11a 
pricee ot aanutaotured goo~ (excluding war aater1als) have 
held v1rtu.l.ly unob•nged. A rouaJl aeaeure ot preeent labor 
coet per unit ot output ot all aanutaotured goo~ 11 obta1aed 
by d1v1d1ng an index ot tactory payrolls by an index ot tactor)' 
production, such an index b lhown in~ l, in OOIIp&r1eon 
nth the BLB price index ot nonagr1cul produote. 'l'he o-
bined in~x 11b1ch anragea 12 percent h1gher in 19114 than in 
1942, doubtiaee underetatee the r1ea in labor coeta tor o1vU1aD 
100da, IinCe 1t 11 attectad by inc•aaa1ng production att1018n0)' 
in euoh heav1ly-wa1ghtad war goode ae ah1pa, tanke, and planae. 
On the other hand, production coete other than tor labor have 
do\lbtlaea ehown a aa•ller r1ea. 
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reduot1on 1n par -.hen the ~t t. ude to o1TU1an gooda --
in taot, the un1one are now seeking h1gber wage ratee to ooa­
peneate tor proepeotiTe re4uot1one in oTert1me par. Ooneuaere 
Uf lill1t their buring it prioee are inoreaeed during a period 
ot deol1n1ng inoo.ee. Induetrr aar reetr1ot production it protit 
aarg1na are unaatiataotorr, and alght aotuall7 weloaae a period 
ot aeTare uneaploraent to abaka down labor ooate. · 

It is dittioult to toreaee det1n1hl7 mether, men tao­
tori•• ahitt ti'Oil war oontraota t o oiTU1an goode, the diapar1t7 
will be adJuated b7 reduoed labor ooata, b7 higher prioea, or 
a ooab1nation ot both. HoweTer, 1t ia poaaible that t4e pre­
oooupation ot the OPA with holding prioee down, and ooneuaer 
reluotanoe to par higher prioee -.bile Jobe are uncertain, ur 
reeult in. pre8aure on wage rates whioh wUl tend to prolong the 
period ot reoonTeraion unemplorment. 

PoWLea aeea intlation threat 

Mr. Bo1Q.ea laat week expreeaed hie tear that the greateat 
intlationarr preaeure on pr1oee, m1oh .. 7 beooae a aer1oua 
threat, YUl ooae tour to six aontha atter the defeat ot Geraanr. 
In an ettort to toreatall 1ntlation, he intenda to aet prioea 
on oiTU1an goode whioh will 7ield good protita to bua1neae 
1 on the basis ot high Tolume produotion.l Some oompaniee haTe 
alreadf ind1oated, howeTer, that the7 wUl be unable to attain 
high Tolwae produot1on untU aanr aontha atter V-J: da71 and 
that 1n the period ot initial production their ooata .. 7 be 
Terr hlgb. Mr. BoWL•• 1nd1oated that the OPA hae eo tar aade no 
proTiaion tor thia. 

the expectation ot Mr. BoWl11 and othara tha'C intlaUoDUT 
preeaure ia likel7 to deTelop within a1x 110ntha atter the end 
ot the war 1n Jurope aar be 'Meed 1a part (and pe~• aia­
takenlr) on our experience atter the laet war. OUr preaent eoo­
noaio d18looation, hoYBver, inTolTins potential detl&tionarr 
toroea, ie auoh aore aeTere than at the end ot the P1rat World 
War, when onl7 about 25 peroent ot our induatr1al production 
waa inTolTed. 'l'hia would be approxiaatelr equJ.ftl.811t to the 
aituaUon it the preaent war had ended thrM rear• 1110 - 1D 
Ootober 19~1. 17 reterrinC 'Co er' 1, 1t rill be aote4 tbat 
the enUre ind1oate4 diepar1t• nea prloea &ad the ia .. z ot 
labor ooata baa deTeloped a1noo 'Cbat cla'Ce • 
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Jxtent ot outbaoke uncertain 

lhile' a 4o percent outback 1n war contracts remalne the 
ottio1al tigure, and ie uaed ae the baaia tor Yarioua toreoaat1 
ot national. lno0111e and emplo111ent, atat•ente haTe appeared 
reoentl7 which eugg88t ~t the actual outback .. ,. be higher. . 
'fbia pouibUit7 18 b7 no aeana certain, but should be giYen 
consideration. Ch&iraan Sloan ot General Kotors, tor e~le, 
told the Chaaber ot Ooaaeroe ot Mew York state reoent17 that 
he expected proGuotion to be out back 70 per cent rather than 
4o per cent. It the war 1n Europe were to end now, he expected 
that reoonTeraion woUld require about eix monthe, with a shorter 
period expected it the 1IIIU' should oontlnue into next :rear. 

1rogre11 ot r econversion program 

Although the nllllber ot applicati on• to pr oGuoe oi TUian 
goode under the epot authorization ord1r hal lnor eaeed oon­
s i derabl7 r eoentl;r, actual reoonTarsion 1n progre ae under t he 
prograa is still relati Tel7 ewell • Earli er 1n the aonth i t 
was reported that onl:r abou~ 10 per cent ot applica t i ons were 
raoeiTing approT&l, largel7 because ot the s t ringent aanpower 
s i t uation. BoweTer, i t ia r eported t hat WPB and WKO ottioi&la 
expect approTals to increase eharpl 7 bet or e t he end of this 
month, part l:r Gue to anticipat ed great er l enieno:r of local 
IMO r apr eeent at1Tea. 

In addition to ef torta t o speed up the spot authorisation 
procru the 11PB ia reported ~o be work1.ng on other aeaaur88 
to taoUitate the tranaition t o oiYU1an goode pr oduction 
attar the end ot the •r 1n Europe. Aaonc others, an order 
18 to be 1uue4 ahortl:r 11b.1oh wUl proTide a aod1t1ed tora ot 
high pr1or1t,- t o aanutaoturara uek1ng aaoh'ne tools tor 
o1TU1an goode production. lhile 1t 1a uncertain bow etteo­
t1Yal7 auoh action oan be oarr1ed out, proepeoun delar 1D 
obta1n1ng aaohine tools haa been one ot the -Jor reoonTera1on 
probl•• ot nuaeroua aanu.taoturera, eapeo1allr 1D the autoao­
'bUe 1D4Dstl'7o 

Aaother reOODTere1oa -.are now J'Me1T1Dc e1 aUeat1ea 
1e .._, ot re1 .. 1ae tr• _,. 'DI'Otllot1ea 'HtOI'e ca.....,. talle 
.-. plate aow p1'041ao1Dc llotU•Mit u .. , Rob .. Mal'lll&ll 
... , aleetrlo aotore. !IW cepeot11'e laolt ot -- ltlu 
11M lteeD a eer1•• retartuc tao • 1a tile .. ....,,s. ot 
eJ.,riUe pete pree.eu•, u& ecal•U• ot a. JlnU• au 1 1 
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enhanoe reoonYereion proepeote. !he IPB ie also etud71ng 
aeane whereby ex1at1ng reetriotione on oonetruot1on aotiYit;r 
oan be reYieed to permlt aore 01Yil1an oonetruotion without 
interterins with the war ettort. 

Oommod1ty prioet show easing tendenoJ 

reatured b;r moderate deolinea rin grain tuturee, oommod1t;r 
aarkete showed an easing tendeno;r latt week. The Dow-Jones 
tuturee index deolined Ootl paroent, but the BLS lll?Ot index ot 
2tl baaio o0lllllod1tiee was praotioall;r unchanged. (See Chart 2.) 
The daol1nee in grain tuturee last week nre due 1n part to the 
Yer:r taYorable ottio1al orop report ae well ae to a belief that 
the reoent reaction ot the aarkete to the GoYernaent'• parity 
purch.aee prograa had been too bUllish. Cotton prioee were ott 
&11&htl;r. 

13-"! 

In the nek ended Ootober 7 the BLS general 1ndex ot Whole­
sale prioee registered a alight adYanoe tor the third ooneeoutiYe 
week. rurther adYanoea 1n prioee tor gra1ne, ootton, treeh 
fruita, eggs, and ootton ;rams and higher prioee tor oereale 
and quiokeilYer largely aooounted tor the rise in the 1ndex. 
At 103.9 peroent ot the 1926 aYerage!. the index is now 1.1 pel'­
oent higher than a :rear ago and 1e 31:1. 5 percent aboYe the pr e­
war leYel ot August 1939· 

Prloe etab111tl llkell to be broken 

!be high degree ot etabUit;r whloh has oharaoterbed whol e­
sale pri oea during the past :rear aa;r not oont1nue after the war 
ends in IUrope, but the aotual trend ot prloee Will depend on 
the net etteot ot oontl1ot1ng 1ntluenoee. The BL8 general !D­
dax ot wholesale prioee baa Y&rled leee than 2 po1nte a1Doe 
ll&roh 19~3. Wholesale prioee ot tara pro411ote ban tluotuated 
w1th1D a rather narrow range a1noe the Preeldent issued hie 
8bol~tbe-1111!e8 order 1n AprU 1~3, and pr1oet ot 1D41letr1al 
procllaote are no• onl:r about 3 peroent &bon the leYel ot 
J1aJ l!J!W!, 11ben the General .. rl_ Prioe Jleplat1on wnt into 
etteot. (lee oh!ri 3.) 

11Doe the start ot the -.r 1D 19391 _~1eeale prieea of 
fua pi'Oiaota ban riaen 101 peroent, mue 1D41latr1al pr1ees 
JaaYe r18ea Cllll7 2) peroeat. the Yei'J U8pU'1tJ bet- 1IU 
EM Dt ot 1Do ...... a 1D fua pl'1oes &D4 1D 1D41lstr1al -,1.1111& 

............... 1a ....... ~- -~..-. =--;.~:::' 8QiiQiiMi:li 
IN -ne ,.s.s ~ 
.. Ia Jl'l*t 
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lara prices are now 113 percent ot parity whereas the 
Government ie obligated to eupport agrioultur~ prioea at 
only 90 percent ot parity. fhua prioea ot aany produote 
could decline aubsta.ntial.ly before reaching the support level. 
Moreover, the prices ot many tara products help to determine 
tne level ot parity, hence a decline 1n tara prloas will 1n 
itaelt lower the parity level. Assuming no on&ngas in pr1oea 
ot products in tne parity index exoept tarm pr oduota, tara 
pr1oee oould conceivably decline ae much as 25 percent deepite 
Government eupport. It bueineee activity ia maintained at 
ta1r11 high levels, however, prloea ot all tara produota mar 
not decline the tull extent to tne support levels. 

J'or aanr aanutaotured produota , on the other hand, in­
oreaeed labor and mater1al ooeta mar toroe upward revision• in 
the price ceilings when produotion 18 ree11111ed. fhe Ol'A 
apparentlr hopes that sanutaoturere can ottset tnese 1noreaaed 
ocate b7 improved metno4e ot production and by a reduction 1n 
ee111ng and other distribution ooate, which seams to ua rather 
doubtful. In one ot ita first oaaee ot r econversion pricing, 
the OPA announced last week interim prioea tor pianos at 13 par­
cant above the existing (Karon 1942) oeil1ng price. fhe aargins 
between the factory ooats and the selling prioae niatorioally 
prevailing tor the piano produoera, it was indioated, were eo 
narrow ae to leave little room tor abiorption ot oost inoreaees. 
Although the OPA emphasized that the reprioing ot pianos ehould ., 
not be taken to eat a general pattern tor reconversion prioing, 
it 18 l1ltely that siailar situation• wlll be snoountered tor 
other produote. 

1944 orop production a&l equal record 1942 orop 

Crop production thie year aay equal the record levels ot 
1942 1t weather conditione do not intertere undul)' with the 
treaendoue harvesting Job, aooording to the October l orop 
report ot the Department ot A4P'ioul tura. At tne level now 
indicated crop production would be 23 peroent larger than the 
pre-war 1935--39 average. Orop proepeote t.proved last month 
ae a reeult ot aore favorable growing oondltiona, and yields 
par aora are now expect ad to be higher than 1D anr past year 
axoept l!fll.2, on a harvested aoraaga larger than in anr rear 
a1Doa 19)!. fha corn crop, ehow1ng aubatantial 1aproveaent 
laat ~th, 1a now aatiaated at 3,197 allllon buah~a, which 
1a al11btl7 aore than the previous record crop ot 1911-2 • 
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In v~ew ot the high level ot orop pro4uot~on thie year, 
the Omted states baa now passed the t1ae when it wUl be 
threatened with tood shortages oaused by war needs, rood 
Administrator Jones stated last week. Oivilian tood supplies 
dur~g the last 3 months ot 1944, aooor~ to the Bureau ot 
Agr~oultural l!loonom~oe, nll oontinue to be moderately large 
desp~te present heavy allocations t or military and lend-lease 
use. An early end ot the war ~n Europe, moreover, would re­
duoe ~litary allocations, with a consequent increase ~ 
o~vUian supplies. 

Poet-war wheat export aarket ~vided 

The tour great wheat producing countries, Australia 
Oanada, Argent~na, and the United States~ with Great Br~ta~n 
a~tt~ng ~ tor the Empire, have agreed to ~vide the wheat ex­
port market attar the war, Secretary ot Agriculture Wickard 
stated last week. T~a country would be allocated 16 percent, 
or 72 m1ll~on bushels, of the estimated annual world exports ot 
450 mUl~on bushels. Allooat~ona can be changed by mutual 
~greement, and eventually an agreement on prioea is planned. 

Average exports of this country in the pre-war years 
1935-39 were approximately 63 million bushels, or 8.3 percent, 
ot the average produotion of that period. Wheat production, 
however, has increased substantially dur~ the war per~od. 
If production ~ the post-war years should continue at the 
high wart~e levels, our export allocation would represent 
only 7.4 percent ot our total crop. Moreover, the wart~e 
use of tremendous quantit~es of wheat tor grain alcohol and 
reed ~a unlikely to continue. In v~ew of proapeot~ve con­
sumption, Secretar1 W~okard ~d1oated that with orops or 
1 bUlion bushels (the 1942-44 production averaged 975,502,000 
bushels) •there will be 200 or 300 million bushels of wheat 
oarr~ed over.• 

WLB refuses to make recommendations in Little Steel wage case 

The War Labor Board last week finally took det~ite aot~on 
on the long-pend~g controversy over the Little Steel wage 
tormula raised by wage demands ot the OIO and AJ'L. By a vote 
ot g to 4 the Board refused to aalte reoo1111end.ation one way or 
the other with regard to the formula on the grounds that ~t 
•ia not autfioiently informed aa to the possible effects of a 
mod~ioation of the Little Stee~ formula on the pr~oe structure 
and on t~e national eoonoay generally.• 
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In lieu ot a epeo1t1o recommendation in the matter, the 
Board Will send • report to the President through the Director 
ot Eoonomio Stabilization, eetting torth pertinent data rela­
t1Te to the relationehip between wages and the ooet ot liTing, 
and an appraisal ot inequities resulting troa recent trends. 
The labor members ot the ILB aharply critioized the Board tor 
its failure to recommend a change in the Little Steel formula, 
and indicated that t he:r would make their own recommendations 
directly to the President. 

Consumer debt restricted despite heavz retail sales 

1 "5 

Continuing the gain shown earlier in 1944, the Talue ot 
total retail sales in August exceeded Tear-earlier levels bf 
g percent. This comparee With a rise ot 4 percent in the 
retail price index ot the Department ot Commerce during the 
same period. Although nearl7 all major groupe shared in the sales 
rise, the widest gains were shown by the apparel and general 
merchandise stores, with i ncreases ot 18 percent and 14 percent, 
reepeotiTely. Sales ot the •other retail stores• group were 
bolstered by a rise in liquor store sales to 50 percent abo•e 
the August 1943 level. This sharp gain ie attributed largely 
to a more abundant liquor supply resulting from the August 
1 holida71 granted to alcohol producers. 

Despite the notable expansion in the aggregate Talue ot 
retail trade under wartime conditione, total consumer debt de­
clined steadily tor 20 monthS atter our entry 1nto the war. 
B:r August 1943 the total outstanding was lees than one-halt 
the peak figure attained in September 1911-1. 'l'bl.• beaVT decline 
reflected the stoppage ot proauotion ot passenger automobiles 
and other consumer durable goode as well as the restrictions 
on consumer credit imposed b7 Federal Reserve Board regulations. 
(See Chart 4.) Since August 1943 the decline in consumer debt 
has levelled ott and a slight rise has ooourred 1n recent months, 
but the total is still nearl7 $5 billions below the 1941 peak • 
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TREASURY DEPARTMENT 
1 ·n 
- • '.J 

INTER OFFICE COMMUNICATION 

DATit Oet. 16 , 19411. 

~ 
.I ~ 'b- TO Seoretar~~nthau 
~:{~ ~RON Mr. Ha'ft7'1/ 

Digest of Chester Bowles ' memorandum on •Pricing 
objectives in the reconversion period," sub­
mitted in response to your request of October 11 

~ ~ ~ ... , .. ., 
~ ~ This memorandum of the Price Administrator, sent to 
~ ~ ~ all members of OPA advisory committees and recently released 

~ to the pr ess, presents the position of the OPA on repricing 
( of new civilian goods. This problem will be one of the most 

j S critical in the reconversion period, since ineffective price 

\ 

control could ellow inflation to develop, while too rigid 
control might restrict production and employment, 

Mr. Bowles calls attention to the serious i nflationary 
rise which developed after price control& were removed fol­
lowing the Armistice in 1918, and the resulting collapse 
which caused a drop of 44 percent in payrolls and 66 percent 
in net farm income. Corporate profits after taxes were 
reduced from $6 , 419 millions in 1919 to a net loss or $55 
m1ll1ons in 1921, and an inventory l oes or $11 b1ll1ons 
wiped out practically all or the reserves accumulated from 
wartime profits. 

The eituatlon after ·V-E day 

While potentially inflationary forces will exist in the 
billions of wartime savings of individuals and accumulated 
reserves of corporations, Mr. Bowles eaye that deflationary 
torose will begin to develop after the war is won in Europe, 
and that no one can eay now which pressure will be greater. 
Uncertainty about prioee could lead to a wild specul ation, 
or to a drying up of purchasing power. For that reason, the 
OPA is determi ned to do everything possible to hold prloes 
stable. 

Among the deflationary factors he cites the unemploy­
ment resulting from closing war plants, and the deoline 1n 
earnings or employed workers when the work week is out back 
to 4o hours. A 10 percent out in hours , "which seems prob­
able soon after V-E day, will out sal aries and wages by 
something like 12 billion dollars in a year. • 
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Be mentions that •tear of prolonged unemployment oan 
make people hesitant to spend their savings exoept for 
necessities. A man out of work goes slow 1n building a new 
home - even though his savings account ia still ample. 
• • • • If reconversion is slow, the national income will 
be dAngerously down while millions of people are waiting to 
return to work. " 

ObJectives of CPA pricing policy. 

The pricing policy on reconyerted civilian products, 
in Ur. Bowles ' opinion, must aooo~lisb the following: 
(1) Encourage maximum production , (2) be easy to apply, 
(3) encourage the continued paym\nt of high wage rates in 
order to maintain purchasing powc~, (4) protect the public 
against increases in living coste, (5) avoid contributing to 
another collapse in farm prices , and (6) provide for removal 
of price controls as rapidly as possible. 

General statement of policy. 

As a general policy, the present ceilings will be con­
tinued on civilian goods now being produced, subject to ad­
justment 1n individual hardship oases . Price increases will 
continue to be allowed to industries whose profits have 
fallen below the 1936-1939 level. On products which have 
been ott the market during the war, the general objective 
will be to set prices at the manutaoturer•e 1942 level, 
absorbing any increases in labor a.nd material coste through 
increased plant efficiency and lower selling coats . (Mr. Bowlee 
is confident that this can be done i n most oases~ However, 
•in those oases where an increase over the 1942 price level ie 
really needed to bring any product back on the market , an in­
crease will be given. • For the smaller firms , provision is 
being made for price ceilings to be determined by the 93 CPA 
district offices, with a possibility that very small concerns 
or those aaklng minor articles may be exempted from price 
control. 

Personal observations by Mr . BoWie&. 

In a few concluding remarks on general economic policies , 
Mr. Bowles says that as a practical matter we cannot go back to 
the production level& of 194o, sines, under assumed conditions 
in 1946, this would mean that 19 111illion would be unemployed .• 
For this reason, industry must abandon previous policies of 
high unit profits basad on curtailed production, nnd must seek 
larger profits through increased volume and lower unit costs. Bow­
ever, 1! major segments of industry attempt to out prices by 
depressing wage rates , we will face the dangers. of another 
disastrous depression. 
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OFFICE Of ~IC£ ADMINISTRAllOH 

WASHINGTON, D. C:. 
1 1? 

MEMORANDUM 
To: 
From: 

All Members of <FA Advisory Committees 

Cheater Bowles, Administrator 

Subject: Qlr Pricing Cbjectives io the Recooveraioo Period 

For two ant' o half difflcul t yeara • • hOTe 
been atrivinq to •aintoin o atable wartiae 
e~onoey. In qeneral our efforta have bee" 
IUCCtllfUl. 

~inee the Sprl.n9 of 1942, when pri"" control 
Hrot becaoo oHective, the Doport•mt of Labor 
tella ua that lnduatrlol priota have riiHil leaa 
than three perceot. Tbe coat of llvinq. • • · 
prosood ln tho lndiYidua l prlcoo of lt .. o pur­
chaoodby t ho avo~ tiddlo in._. f .. ily. hao. 
accordlnq to the aa.e authority. r leen only 
about nine ~rotnt in thla aame period. 

FOUR REASONS WHY 

There are. I bell.,.e, four boaic r.aaona why 
we ha•e- been able to eatobl iah thia record: 

l. Tho tr-douo wartimeprocluotion of Aaerl­
oan far•era and Ame·rico·n induatry. wblcb. 
in addition to our huqe production eor­
""'rked for ""'• has provided u• with 90 
blllion dollar• worth of eonou~er goode 
ctrwl aerv lot a in the po:at year. 

2. The patriotic deaire of the Aaerlocm peo .. 
plto to HYe their money lnatf!Od of -.pend­
inq I t durinq .,rt iN•. 

3. Tho haole honeoty of tho A ... r leon people 
which boo kept the .aot •ajority of thelo 
fro• patronialng the block market. 

4. The qo•trn~~~ent atabil hotlon proqra• au­

t her bed by Congre .. in tho Stabilization 
Act. 

I 
It hoo b~en the rooponolb i1ity of t ho OPA 

und•r the Stahi llzot lon Act to odminlater the 
octuol pricing of 8,000,000 producto ar~ oorv• 
icoo , and to eotablloh ronu for 14,500,000 
dwollln9 unl ta. Jt hao bH11 a otoqgering taak. 

Tho 'lr~und ,_er which 1te hove trawollod hao 
been n •• cmd un faai U or . There ho•• been no 
•i9n poata to qvide ua. Our policies ti:rve b"n 
dovolOPod laborlouoly by tr la1 cmd orror. In· 
evltobly there bavo beon .totakeo, dolayo and 
1rr1 to tiona. 

ALL GROUPS HAY! BENEFITED 

But tho fact r .... l .no that the job oo far heo 
been aeco.pllobed. Prlcoo cmd reate havo ro­
.alned relati•ely •table. ~4reo~er . thLI eta .. 
billty boo been aeco•pllohod without herdoh1p 
to any -ajor eeonaaJc 9roup. 

Induotry profito In 19Cl, ovonofter the poy­
tnent · of hl9h warti .. e taxea. actually exceeded 
net proflu after taxea in 1929. They were more 
than double the net profltoafter taxeo in 1939, 
Net for• inco•• after all expenaea exceeded 
prewa r 1ovo1o by 170 porcont. lnduotrla1 woqoo 
are at OD all ti• ptak. 

V-E DAY WILL BRING N!W PROBLEMS 

The prlcin9 pv1leleo whleh wo hove followod 
during tho .,, perind have been effeotho 1111dor 
"'rli•e oonditicno. Put today " 1oolc forwa rd 
to •ore and .are cut baeka in war produ.ctlon 
and tho J.ncreaoed production of poaeott.oooado . 

EARNINGS OF CORPORATIONS FARMERS ANC LABOP 
- - - ___ _. ~ - ----- - - - - - ---

CORPORATE PROfiTS 
(APTER TAXES) 

FARM OPERATORS 
(NET INCOMil 

e l\.lt<*• ., to1.1.••• 

• 11 -----------------
WEEKLY EARNINGS 

I PACTORY WO .. K! .. I) 
.OS.\.&1111 
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GAIZ~rl"9 the n .. t nlnot y dayo w oro t.op.ful 
hat t he war will be brouqh t t o a clo• • i n 

Purope. Dur ing the nat 18 aontha or eo • • a re 
looklnq fo rward to •ictory In th l'aclfio. M 
our .cono., por tiaJ ly r.c:oa•erta to peocetl•• 
requlreeent• • • • 111 be coJl.d upon to face 
rapidly c:bGnqi"9 ocon•lc condiUooo. 

tithln thrH -.ont ha after C'.-rwmy l a defeated 
lt 11 eatlMoted that plonta no• producing 40 
percent of our war 90od1 con be heed for t he 

•onufocture of civilian 9ooda . ~ore than 
4 .000.~00 • ar .arkoro will b+ oode a•aliallo 
for the production of 90oda for • hlct the 
Aaorlcan p10pl• oro - r ly ..Utla9. 

Tho"Toderal eo ......... boo ..dolt cloar tliat 
irv:luatry •111 be aaalete<' or~d enc:outCI\lK to re· 
•~• the manufacture of civilian qood:a Cll rapidly 
al po1aiblo. To thia end. the lor Production 
Foard hao announotd that it • ill lift control• 
over 1101t tNJterlolaand 1110nufacturlnq l~lotelr 
aftor V.t !:by. The l"ar llcmponr C-ioolan bcJo 
atat ecf all .:mpower control• • ill be lifted ez­
cept ln reloti•ely fe• areoe • here they are 
ea11ntlal to continued war production. 

Tho only lasting onower to inflation io full 
proc!uctlon of clvlllon 9ood1 with ell pooaibl e 
apeed . for tld• reaaon • • in the CS'A wdcome 
th••• de•elor-enta oa q .a j or aid i n holdin9 
pric.a atoble. 

~t ...-en under t he aoat fo•orable ooc.dl tlona 
our prlclnq taal: wlll boa tleklioh ano. li weGk 
price policy durinq the n•xt few ~ntha can aet 
in motion all the po .. rful infla tionary fqrcel 
that our rour><' us. A rigid prieo pollcy In which 
no allo~nce ia .ode for legiti-ate lncreaaea 
Ia cooto could still• ..,loyo..,t <m<! Froductlon 
cmd b+ad .,. straight for a .aJor doprooalan. 

WHAT RAPPE~ED IN 1 91 9 

In 1919 we ~aet thla 1a1111preblea, ona 9 reotly 
rec\lc-o~ ocale. anc! fuol:loc! it badly. l!bll• there 
are .any factors no• which ore t otally different 
fro- thoe• we faced after the laat ~rld \tar. i t 
will bo win to oliOMino carefully • hat happoned 

to ~rlcea ~diatelv a f ter Armistice Dav-1918. 

O..ri119 the I! rot Wo rld .. r. with a ""''- o f 
pr ice cootrol. the COi l o f ll•inq J ACreaaed by 
62 porcont froo July 1914 to Ar•lo tlco Day. 
Both corporatiOD prof! ts ,and net fon11nc~ roee 
t o record le•ela. 

1.-.dlatoly a f tor tho liraiotlce. in No•oober 
oGCI O.ceaber. wa r coAt roJa wen dropped . Ie 
Much 1919 the price 1 ... 1 aaaln otartod upword 
oa o wlld ecrol!ble for inventor!•• and nn qoode 
d .. olo.,.d. 

Thla pcetwar inflationary dee cont'inued at 
an tnoreae lQq poce . By June l92l' UvJn9 Coate 
hod rl,.o t p 108. percont abo .. tho 1~14 lovol • 
an ""dttiOC>CI.l 46 percont increa"" after Anohtlce 
[by . 11holooalo pricoe. whlc:hboc! rloon lM, per­
cent. • eot oo to o peak of 148 percent abo•• 
pr ewar t.vela. Jooea an~ parrolla. buatneaa 
earninga and fum lnCOIM!! ... thete too continued 
tho! r cliab. 

kd thon 00110 tho aollapoe. Within 2211ontho 
faetor y payroll• dropped 44 per cent to brln9 
•iHry and prl~Uon to aillt011a of our workera. 
Not far• lnco.e d r Of'pod S£ perc•t . 4~t.GCt 
forwera l oll thei r propertlH throu9h fo re­
clol\lf" durlnq the next four yeare. 

Corporate proflta after taxea dropped froa 
S6, 4l9.000.000 in 1919 tnonot loooof $55. 000.000 
in 1921. I n•en tory loaaea. Cllloun ting to 11 
bllllono. wlpod out practl011llyall tho reoorv .. 
a0C41.uloted out of worli•f' p rofi u. 

That" a the atory of our price 1•• •1• after 
tho loot wor. t .. ryt.ody bod 110•od up toqother 
doG •••rybody cc.o tlown '??ether . We ... , up 
fa at.: ,.. oane down hard. It a a story tho t pro­
vide• a per fect leaaon on how not to handle our 
pricinq ptobl• • • during the ne xt f89 aontha. 
It' a o s to r y whic::h " auat oli be c'~tennlned 
•boll nat bo rep.atod thlo t!Je. 

O..r lnq the ""r our offorto bo .. o!M<' ooldy 
at chockia9 inflation. On V-F [by th• picture 
will chango. ..,._tho telec;rcao go out """celia9 
war ordera , the fore.• of rleflation will bfQ in 
to develop. · 

rroll tha t doy on until full production ia 
aehl .. oc! and o~ly cmcl d-nd C<>O:ointo r-aa­
ablo Lalcmce. tho for,.• of laflatlon <m<! deflo· 
t ion • ill ._iat in our econa-y a16e by alee. 
Bight now it ia hapoaalble for a:nyone to aay 
• lth finality which will bo t~ q r ootor. 

PRICES: LAST WAR AND THIS WAR 
--- -- . --- - - -- ~ --~ - -- -
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THE DANGER OF INFLATI ON 
Let'o firot toke o look at tho hU9e lnfla­

tionar;y prnaurea all r eady to puah prlcea up 
aa aoon aa the war in Eu. ntpe enda . 

S,. the end of 1944 , 100 bllUon dollar• of 
wartiM ..,.logo will be ...Utin9 ln the hcmdo of 
people who have been unable to buy .any of tho 
thin9a they mnted MOlt .. a new cor, em. electric 
refrigerator~ a waahlnq flachlne, o anlnq11aehJne. 
Q DeW atOYe, new fa .. •ehi»•ry, 0 DeW hou_ae. 

Ob•louol y, It wil l be lopooolble to produce 
all of thM articl• In oufliclent quGJJtitleo 
luedlotely. But people don't llke to wait. 
The preoouro of buyero wl th good Job• and a back· 
log of wartime aovlngo will be tremondoua. 

Merchant• will be anxioua to be o.on9 the 
Hrot to offer new GOO<!• for ao.le. The retailer 
who can quickly build a qood Inventory will be 
In a poal tlon to <"Upture the huoineoo. 

Every IIKD\ufacturer, too, will want to be c.onq 
the flrot to prorluce theoe qoodo, Tho coapetl· 
tion for ~aaterialo will be oonalderable. To back 
up tblo coepetitlve deoire for inventorieo and 
raw .,terialo are bllliono of dollaro In ""rti•e 
reaenea. 

THE DANGER OF DEFLATI ON 
But, ao I have pointed out, Inflationa r y 

pr .. oureo ore only one-half the otory. Della· 
Uonory p r eaaurH .. aoae of t.h .. lneaoapcble. 
aooe of the• potential, GTe equally cloogerouo. 

Tho clooiog of plan to bull t only for IIQr pro­
duction (which probably cannot make peoceti .. 
qoodo) wlll require an eotleated 2 11Ullon people 
to look for peocetl•e jobo elMwhere. Milllone 
of othera trill Coco tnporory un'""''loyoont whUe 
the plonto In which they work oet up their new 
production linea for civilian qoodo. • 

In aU plonto chonqlnq over to c:lvilion pro· 
ductlon. the return to tho 40 hour • oek will re­
duce the workeu' weekly tan-hoooe poy. &-en a 
10 percent cut in houro, which oe .. o probable 
aoon after V-E Iay. • ill cut aolar leo and ""9e• 
by ..,..tbinq llke 12 billion dollare In a year. 

Adequate un'""''lof"'ent """"'eneatl011 wUl, of 
couroe, help to 10111 deqree t o hold up purchool119 
power. Our hU9• backlog of aov.lngo • ill aleo 

1 ~, PA(l£ ' 

••n• oa an antl-ctepr .. aioa oaMt. But fear of 
prolonqed unnployoent e<m ... e people heeltant 
to apend their oavlnqo except for neeeoaltl ... 
A """ out of work 9011 do• In bulldinq a new 
h-• • even tho111Jh lllo eavlogo account io otlll 
aoople. 

Up to uow bu•ln••• and in~uat rr ha:•e been 
able to ..,oor b the •en • 10re than 1,250.000 of 
them • who have been 11uotered out of the anoed 
forwa. HoweYer • .tltn our ~ldiera and aoilore 
otart coolnq hoM alter V-E Day there eoy be 
•ore Mn them jobe until industry hltolto at ride. 

If r._,veroloo l o olow, tbe Datlonol incoooe 
will be donqerouoly clom while ollllono of workoro 
ore -aitln9 to . return to work. Slowneaa in re• 
oonvenlon would aloo ......, a let-down in dolound 
for bode rcn' IIGterlala. 

The Covernaent hoa been •pending about 70 
~illion dollora o yeor for war eoteriala and 
conatructlon, on~ that •oney hoo p rovided qood 
joba at hlqh waqoa. Within three 01ontho after 
the defeot...!>f Ce""any It la eoth1oted that th.l'-' 
will be cuC1mout 40 bllllona. To a .ajor extent 
tbot'a aoney out of our pocketa. until • • 91t 
chilicm production 90lnq oo a """'P"rohle .c:ole. 

Sore of theoe ~eflatlonary threat• we cannot 
hope to ovoid. Some of thft are tNiporory and 
the apeed or alowne11 of reconv·eraion will deter­
•lne the extent of their influence. Othero •ar 
not .aterlalis•. unl111 hu.ainea .. en and their 
cuatoaera -- friobt~ed of the fu ture •• are 
afraid to lnveot cind epend their .,.,. 

But after V-E Il>y the threat of deflation 
cannot be iqnored. 

W& MUST R&S IST BOTH FORCES 
Statlatlca alone cannot •eoaure either of 

theoe donqeroua eoono11lc forceo. hhlnd thn 
lie the poycholoqlcal (actoro of over-optl•i•• 
on the one oide or fear on the other. Both of 
the .. are product• of uncertaJnty. 

Uncertain\y ahout prlcee b one of the -t 
donqerouo. It could lead to a wild opeculation 
or to a drylnq up of plrchaolog power . That lo 
why • • are deterelned to c1o all in our power to 
hold p~iceo atable during the .. ntho ahead. 

WHAT HAPPENED WHEN INFLATED PRICES CRASHED 1918- 1921 
~--~~~-- - - -- -

---~~-
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It rill t•• care fill plamiJM; alld 1Dtell19ftt 
~ratiooon thepartof all of.,. u a natiOft­
C"o•erM.tlftt . lDduatry, labor. fatMra-1( ft aTe 
to 9Uide oura el••• euoceaofully throu9h thia 
dHficul t tranoi tion pariod. 

There are many foetor• which will deterMine 
our oue<:eoo o r our falluro. 'lbo pr.Lcinq palicy 
• • follo• i o onlyonoof th•. Our export palicy. 
our tax pollclea. our diapoeol o( qo••rn•eut 
owned ..,.. planto and ourplu -r qoodo • 111 aU 
play an .t.partcmt port . 

Bat our a>A reoponoibility io for pridnq and 
for pricing alone. lhat ahall our t.a)ft•araion 
arlee aollcieo be? 

WHAT OUR PRI CING POLICY 
MUST ACCOMPLISH 

'!be prlciDqpoUcyon th• recan•erted elY Ulan 
producto which ,.. adopt to ••t tit• difficult 
caoditiano ""ich 11• Cill..,d -t. in ay oainlon. 
accooplioh th• followlnq: 
1. h •uat eucouro9• IIO'xlau productlcm. 1t IIUat 

ftOt •tand ln th• way of th• IIO'nu.facnu·er'a de· 
al re to p rodt.aete to the llai t of hh oapac.lty. 
'thh aecm1 prlc •• which yJ.eld qood prol1 t. for 
buela.aa. larCjJe or aaoll. oo the baah of blqh 
"~Glue prod\le tla. 

2. OUr prlcla9 policy auat be ~•r to apply. C.­
claiau .a at be -.de rapidly. Me~~~uafactoren 
ba.,. a dCJht to eJtptc t froau the cp.lckHt poa· 
alble cmawera oe r equea ta for prJ c. a oo aew 
lteu. W. auat f"Mli&e. hOtre.,.r. thot prleea 
CODDOt be aet wlthoutadequate la.for•tla:~~ froa 
the buabeu• of fectecL 

3. OJr prioi.rMJ poUc::l•• in the reeonverelcn period 
a uet eneoura9• th• cca t.Laued pay•ent of hlgb •09• ra tea . Whea wagea ar• redueed pu rchaah9 
po .. r be9J10.1 to dry up. lhrou4jJh the lo .. of 
o•er u .. cmtl th rough •c.. una•oidable lii.De•ploy· 
... t. oa plcmta o re reeoo•erted fr• • rti• 
producti<D to peace eo- defla tl• i.e lh• toke· 

a. ... -.at• of our bdqtriol • ork.n h b· 
edtable. If tbh tretld .. ,. l.acreoaed br 
prJcla9 pollelee t.hot would rea uh 1a cr CJII'Mrol 
Jo .. rlot of wa CJt ro t ea . • • • ould aoCD face o 
e erloue depr .. eioa. 

4. OYr pdciftq poUcl .. aue t con t 1Du• to prot.o t 
the public ogalnat 9eaeml !norecuea 1n the 
coat of lh1D9. Aeftta. food prlcH oDd cloth· 
io9 prlo .. Mle.the helcl ot ao hiCJh•r thoa pr•· 
••t lewla. a. eoa au .. r tood• • •ic:h haft breea 
out ofproduc.tiaa for a ... tl•. price laere•" 
•ut be 9htt1 coly du o.beolutely MoeNary. 
aad thea Mid to the aUla\ia •ou.o t.a o .. Nd to 
eacourote •olPe production. 

S. Qar pricln9 policy auet aot contribute to CIDY 
r•~Utioo of the fan~ c:ollopee • hieb foUowetl 
th• J.nfJotlon . ln prJ.eea after World l or 1 . The 
ability of our fa,.erl to pu,rcbaa• 1Dduatdal 
pro~ucte and 9U•rally to!ac::reot• their atond· 
ord of lhlaq hae bt•a tr•endou.aly lapro..-.d 
durh9 tb. war p•rlod. 

With nata.in..,r hlCJb parchaabuJ power our 
fo,..ra CICID furaiab ooeol the largest aa.d aoat 
proll toble ao-rket a for lachtatrlcrl product. , l1 
., JudCJIIent tho t ~rket. la the reco1neralce 
period oe well • clur1D9 the poetwor ,.r1oc1. 
IN i t be enc::outa9f'd wi90rouely and 1Uato1ned , 
The teapon1ibili ty for that. o( eoune, llu 
Jn other oQeoele1. 

8. O.ar OPAprlcln9 poUcy auat call for the el~b 
aotioo of prlo. control oa roplctly ae po .. lble. 
Tbh Malt.a that ~Uio91 ahoald be reaoved oo 
.ad. product or la eoch U:uhaatry one afwr GD• 
other, .t.en tllere la no l•g•r oy daa9er ol 
lof.lotloaory pri~ rhea iD that p:udcvlor 
fhld. 

U • • decODtroJ too quickly .. will Had 
ouraehea in aerlcua troubl• • l th the poedbh 
need for reiap .. in9 controh at a .later dote. 
&.at 11 "holdcoat.-ob 1D effect after they 
ore no lohgeroeeded it • 111 teDd to dhcoura91 
product!• CJ.Dd Ja.l tiotlve oo tb. part of 
hduetry. 
It 1o ob•louo that th• d••.top .. Dt of a 

prlcin9 aolicy ta ... t all th•• objacti¥•• io 

TWIN DANGERS TO OUR NATIONAL ECONOMY IN 1945 
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a dUUcvlt toalt. &t 1f • oro to ochlo~ a 
•iqorouo, full production oconooy oith a high • 
atcmdord of lhinq and with full opportWil ty 

" for •••r;y qrou.p. l t aua\ be auc:c.N f\111 y oc· 

o-"liohod. 

TH& SJZ& OF Tm& JOB 

L..t' a taka a loolc at tho typeo of cooponioa 
Gild producto thothooo boon under price control. 
L..t' o COIIp<II'O thea with tho otboro that will 
nood to - tholr oolllnq priooo rool oood. In 
other worda , lot'a tolto a loolc ot tho Job ohood 
fr~ the atondpoiDt of ad•lnlatratioo. 
, Mcmy cooponioo hooo continued to •alto -­
U•e producrta throuqhout the war production 
period. Othoro booo continued tho production 
of chlliCJD qoodo, aide by oldo with worti­
c ... odltloo. Still otbora howe for at looat 
two fiOTI ho.., wholly coo .. rtod to tho ao.Hoq 
of war aotoriolo. Soao -ti• producto hooo 
been on tiro} y off tho IIIGrkot ainco tho flrot 
quarter of 1942. During tho next few aontho 
they will ho- aoailablo to tho general pUb­
lic for tho Urot U.o ID aoro than hoo yoaro. 

Price -trol no• co•oro all chillcm qocdo 
and aany aervlcea. The principal conav .. r 
it.,.. now under price control hdve an Hti~~ated 
1943 retail oolue of 78 billion• of dollare, or 
85 percent of total coneu•er expend! turea in 
1943. Aaonq tho aoot i•rortant of tho81 are 
food. clo thinq, rent , f11mltur'l cmd furolah­
inqa. f uel a cmcl certain a en i.cea. 

tho roquloticna oottinq up coiling pr icoo 

0 the fielda now covered have I>Mn geared to 
• individual require .. nta of the buaineaaea 

and lnduotrloa affected. With fow oxooptiooo 
they h"!! ...... folr both to buyero CO>d oo11ero. 
1hoy ~. leqol abliqatioo that they auot 
be "qenerolly fair and equitable." 

P.IGI:S 

The .J.portcmt poiat 1o that the81 c:ollia9 
pricea are alroody in effect nd oro wor ltinq. 
They howe a tood tho tHt of tt- and, oa tho 
record c.ply do•notrotoa , tboy ~..,.raittod 
full prodllCUCOI cmd record proflta. O.r hord­
oamed o~p~rionoo In oottiD9 th• loaa ql•" aa 
tho know-how to work out oollinqo for tho lA· 
duouioo CCM~iaq bock into chlllm producu.,.., 

Theee preaent price controla pr•••t no new 
probl••· They wUl be continued Ia oubotan­
tlally their pr•eat fo.-., lo oboll continuo 
to u.ae the acae priclGfJ etcmclciJ'da. atc:mdarda 
which during the loat few •oatha h~e been 
carefully reviewed and approved by Conqroao. 
In other wordo, w • ill expect abaorption or . 
coet increa••• Gil leu profitable it .... ca 
ftll ca .., ..... profitable ito•, by incluotriM 
which ...,ufcocturo a .. orol lln•• cmd •- total 
proflto are oatiafactory. 

W. hcrve been odjuatin9 price• in oaaN of 
lndi•lduai hardohip e¥or olnco coilinq pricoo 
.. ,. eatabllahed, and we will. of oouraa. can• 
tinuo to do oo. 

le • ill alao caa.tlnue to cU.Jow price b­
a r-eo to loduatrieo obooo proflta hCI'Io !aliea 
below tho 1• .. 1 of tho 1936·39 period, &t Ia 
1101 t of tMee conauHr llnee now in production. 
•oluae ahould incrac.a aa war rea trlctiona ore 
re•oved and 01 raw ~tarlol• becoae •ore 
plen t iful. 

O..rtioo poyaonto will probably docroooo, 
and .. ro officiaot labor will bocoao aoallablo. 
Aa o reault of thaea foctora. u4it production 
coo to ilhould doc:roaae. It Ia .,., hello f, thoro­
foro, that with rolatl•oly few IXCeptlala , 
(lraa which are now -anufocturin9 conau.er 
peoceu .. produc:ta will coatiaae to proape r 
under prea.at ceilinq prlcea. 

THE SIZE OF OUR RECONVERSION PRICE PROBlEM 

PRODUCTS NOW UNDER PRICE CONTROL 

TOtAL COMIUMI:a" f'lHJCMTUtWS ...... , ""'' 10-----------••t IIU.MM 

OO'T ... , ~·tel_. .... -O-- t71 .WOIO .,.. 18 _ ..,. 
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PiCE I 

PRODUCTS WHICH BAVI BIEN 
OP'F TU IIARIIT 

lllat IN!u.otri" llCIY DHCI ...., e»iU.IICJ prle»o? 
A. " ""•lt, th., •ill be lar90iy in ,.,. Mtal 
ualn9 lnduatrl•• 1n the eonau•tr durubl• 9ood.a 
fleldo - induotrleo which for tho •oot port 
ho•e been out of civilian productio.q alnce 
oorly 1942. 

Tbo rotall •alut of tho produoto mdt by 
these induotrioo in 1941 -.. 6.5 biliion dol­
lar·•· That repteaenta cmly e.s perc.-.t of 
total oon-r ~tureo l.n )9(1, O.Yi..,.Jy, 
the peroont090 cy differ for 1945, dtJWndinq 
upon the ...,.td and ~tent o( rece~~wraicn~ the 
pro9reaa of tht war in the ~olflo, con•uaer 

•opendinq 'po"r cind """'Y other !acton. l!ut 1t 
ql••• uo an idea of tho •i•o of tho problo•. 

r .... , than , a do sen tn-a of oooda aake up 
O'lor 85 percent of tbo Yalue of all it- which 
eaDf aNd cr recCD•er·aica price. '!heee are GUto· 

IIObilH cmd parte. refriqerotora. aewioq IICI• 

chiD ea. -.xah..Lmt Mc::hioea. •acuu• cl..a:nera e~~d 
ot.bor oloctrica1 houowbold opplian .... radloo, 
pbonoqrapho. pianoo, heatlnq and Q>Oklnq equip­
ment. elocka and watches. 

The hundr.,da of .Uacellaneoua it .... in the 
durable qood• field a.ount to only 15 percent 
of the probl•. Th-. like tbo 8S per.,.,t,cy 
or aay I)Ot Mer:l new pric•. 

About a acoreof COIIfJCII"iea ..mufacture 80 per· 
coat of all tho 1t- 11hich • ill •- be caa1nq 
back into production. The r•alninq l\0 percent 
are produced by abo11 t 25 ,000 oddi t iaaal flr• 
of vcnyin9 eiae,a. 

Frow our ad•iniatrotive point of view the 
probi" 1o oubotantlal. l!ut lt b not .. qreot 
a.a g~oerally auu•d. It i.e a..::~ller than other• 
whl.cb ... hoYt hcmdled IIUOCeufuUy 1n the paot. 

WHAT WILL NIW PRODUCTS COST? 

In 9-rol, cur abjecth• ln oottlnq coilinq 
prlcoo for tb- now qoodo Ylll be tho .anuf,_,_ 
turer'o o., 1942 prlc:". Thoeo are tho pricoo 
he woo cbarqinq when he converted froa civilian 
to war produe~ tion. /ftd. with few except ion a. 
thoeo are t'ho celllnqo 1n eHect today for aDy 
-.cmufacturer atlU p roduciDCJ the eaM or alai· 
lor qoodo. 

1'01• MCifta t,hat cmy aanufocturer who ia 
plcmninq to put new ci•llia:D qoode on the •n· 
kot at 1942 prlcoo or lo .. bowo ftOOI tbat ht. 
celllnq prl .. • 111 ftot be lowred. k. - ao 
pro:tuetlOD cmd IICIDpower CODtro1a a ... releGMd. 
he can prooe.d ot ODce. RecOD•eralon prlcillg 
• 111 not be aoo o f bio probl-.• 

In praoticallp all coaoa•r durab~o qoodo 
inclutrl.M tbon 11- . of ccoarw, be. lacreao• 
la ~ ratH aacl eoee 1acr-•• l.a •teriol 
prl - . •t .. -.. fr• U. wrtl8e ..,.fl. 
• .,. ~at laa ... Hd ..,. Ntea ad Mterlal 
prl- .... .at .... r.u, refl..,ted Ja prloe 
har-• fer th flalaloed pnd•t, 

Ja ~u&. - ...sn,..~,oe -tl'el, ...,. -u... _. ... "" ............... ,., -

atoplo, oubet011Ual inorooooo 1a ei thor hourly 
•09•• or eateriala pr lcea. or both. ho•• OC• 

curNd. lD noae of t,h••• ca•. bo....,..r. hcre 
1t boon nee»uary to ctlloe prie» lncroa- any­
where near equivalent to the co•t 

In .o1t coaea the price increaae haa 
ooly a o.ail fraction of tb• full equi•alont, 
Nevertheleaa. profita have .oYed up ahorply • 
ao ahorply. in fact. CIIJ to auweat thot the 
coat increo•" ahould often hcrYe beeo •tlrely 
ab1orbed without uafoirne•• to the lndu1try. 

In cottoo testlle1. neroqe hourly eanlnoa 
lnoreo .. d ~ percent bot .... n O.Coeer, 1941 anrl 
May, 1944, wblle .atorialo pricoo rose 19 per­
cent clurlnq tho aa,. period. To offset tho .. 
lnor.aaea ln full, a price rlae of 17 percent 
Would hove been nece1eary. The actual price 
.increoooo durinq thh period oftraqed only •lx 
percent. Profit• of the ln<luatry before ta.xea 
no ... rtholou ro•• 33 3 peroi'Ot botw- 1941 and 
1943. 

In d~hterinq and aeat pocldn.g. the ex ... 
per!ence ha• been abllar. To reflect ful.,.. 
lncr•••• in CXYeroge hourly eom.inga and •ate· 
rial coou ht•oen 1941 and 19•3 YOuld hOYo 
required a price increaae of :.1 percent. The 
actual lnc:rea•e (inc1ud1nq oubeidioo .. a 10 
percent price increa .. ) woe the eqvi•alent of 
cnly a 16 percent prlco Inc.-.-. Coot abaorp• 
tlon here waa therefore about SO percat . Yet 
induatr·y profit• in 1943 were 68.2 percwt 
abo•• 1941 le•elo. 

In the paper and pulp lndu•try. overa9e 
hourly •rnlnga have lncreoeed 17~7 percent 
alnce 1941. r.<aterial cooto han iocreaoed D 
percent durin9 the aa•e period. If theae 1 
c:roa••• had been fully reflected, price• • ould 
haft had to increaoe by U .6 p<!fCODt. Aoti>Cilly, 
paper ond pulp price lnoreo•es durlnq thl• 
period cweraged only 4.2 perc•at while ha ... 

du•try profit• ha•e continued at th• 1941 
i~ol. 

O.r oaporionce in th•• fioldo ond doaono of 
other• atronqly au~ata that in th• conwMr 
durable gooda lnduatrl••· where increaaH in 
wa9t ratea bave been no qreater ar:ad lncre<riN 
in Ntoriab pr ic:oo hOYo been oabotan tially 
leoe, production for -t _..,iee """be n­
•,.d at "''Proximtoly 1942 priooo. 

1he..-e are _.. co.paal••* ho..eftr. •d per· 
hope a fo• Uodaotri .. obooo ao•te - rl- • o 
far abO'Io their 1U2 le ... J • to mb full ab­
oorption iepo•oibio. Tboeo • ill need n~ 
prlo.. . n.., will aoed th• qvlcltlp. ad " 
in tend t o - tbat tb., 911t tbe•. 

HOI NIW PllCII WILL 81 SIT 

It! ......... ~ 
•Jwfw•-.,. 
wide oo•fer-
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' 
.., a dollar •olu- boob 80 ~rc:.., t o( th ..,. 
tire reccn•eraion prlclnq pr<lhl••· 

At tho .. -tin~ .. oill dheu .. tho •ol­
each lncluat ry plan a t o ochle .,.: •hot they are 

j
i"9 to par Cor labor ..,d ... torialo: the ..,.. r·'• 9' they expect t o .alee throuqh increoaed 

~ ant e(flclency. and low.r to lee coa t a. le 
oUl aloo be 9uided by pricu wh loh they h el, 
on the boala of their o'tl'l ewper l ence. ore a 011 t 
l ikely to aooure the oido-ocalo conoumor buyin9 
neceaJary t o Mintoln volume production. 

In tho•• caae a wher e an lncreoae over the 
1942 p r ice le•el i o r~ly noodod to brio9 any 
proCuct bock on the .arke t, an lnereaae will 
be ol • en. l e wlU .ake •••rr effort to aet 
c •lllnqa at a poio t that wil lead ranufac­
turere to expacd. not reatrlet, their pr~uc­
t lon. 

PR ICES FOR 
25 , 000 SMALLER MA NUFACTURERS 

1 a. wl 1 awa re that any delay on our part 
in aettinq pricea would be an even qreo·ter hard· 
ahlp f or aaal l • o:nu fac t urer 1 than for large 
onea. W. ftla t • alee aure that any eanufoc;tu rer 
who nooclo aneo price can qetodocioion "'icldy . 
Io order t o do thilo, .. oill cruthor bo the 93 
CPA Dio tric t orr ieee. located In all par to o( 
the country. to aet the flnol ceilln9 pr icea 
for olJ recon•er t ed oroducu not on the by 
H ot o( 12 ..,jor i t e• . 

Mcmr Unoo haY'! alr eady indicated that they 
'plan to oell a t thei r 1942 pric ... o r e•on 
l ower , CII aoon aa they ccm get back wi th clvlllan 

•

oduc t ion. 1hey will no t need to call on Cl.l r 
ld o((icoa at all. 
Fi r•• whou hlqher p'roduotlon eoa ta JIICike a 

p r lco adj uot_..t necoooary olll bo able to pre-
aea t t he fac ta to the neo reat office and re­
ce l •e a p r ice h<laed c.~ a Mt o f atandorda ar­
r !Yed at in llaohln9too. Thoooo oU l be ot..,dardo 
tha t cxm bo qui ckly applled oit.hout re(err in<J 
back to Waohln<Jton. 

The exact ••thud by which the pr iceo (or 
tho tlllaller Hru oill be oot and the ot<Otclordo 
oh ich will bo Coll.....d ore noo under diacu11ion 
wlth ~y of our ad• iaory 9roupa and with our 
Cioid oHicore. m ""clio ""ch o( the adilinlotra­
t h e burden oUl Call . 

Barrln<J t he oudden ond o( tho war in EUrope. 
tho detail• will be withheld until t he .. dio· 
cuaa lona ore flniahed. 

A """'leto ~on. including pr icl"9 otaodardo 
(or the .oiler -.a (act uro,.., h_..r, hao booD 
Callr d-lapod. If .,.,......,. • oro ,.._..ed 
to ..,ooonco Call detcai b o f tho pr1c1D9 pro­
codooro that _. -afactar• (wltla tile....,_.. 
tlOD a( th- -"1119 tile .... Jor 1t-" lJeted 

fo lloa wltlaln • ..,.,. after V-E 

PAl<& 7 

SIOO,OOO; oecm d , by e-tln<J MOu(acrurore o( 
Ill nor po r t a o r eiece llane ou e p r odue ta . 

• are andoue to do th!a 1n «der to ell•l­
oato ao rapidly ao paooible oll ..,_ ary rod 
tape and ooedlfto re«JUlatl..,, ~ aro inuati • 
90ting the ox t ent t o which thh can be done 
o lthout ondm9trin9 eHe<:tiYo pri- con t rol in 
t he conou•er durol>ie 9ooda Hold . 

WHEN WILL CONTROLS BE LI FTED? 
We h~ve al waya looked upon price control a a 

o at0P"'9ap, a ato.bUit:i.oq 110rt~e coatrol to be 
dropped ao -• ao .product i on b r in9t OIJilPlY anti 
deeand reoaon~Jy io balance. The loat wor. 
o lth I u CaiH econoaic c:aJ. ah.r thoAr.latico, 
(ollooed by o ruinoul inflation ond collapoe, 
tauqht uo the dan9or o f •o•lng ab r aptlr and 
thouqhtleooly. To .a~ntaln control• noedl .. oly 
e•en for o few extra JtOnth• would be equcUy 
•latokttn. 

The wartlme l ack of bolanc• bet .. en aupply 
and dt.and ~ode price control n.eea aorv. When 
oupply and dooand come bactc into bal ance price 
cont rol • will not be needed . Aa aoon oa there 
1• no further danger of price increo••• in a 
particular co••odi t y f ield thoro oill be no 
nooon (o r price coillooo iD that field and -
oUJ drop tboo. 

The exact tt.inq will vary widely f ra. i te. 
to tt.... But, oorHnq oith lndurtry Ad• ioory 
C:O.Ut oo• oe oill oatch eaC'h H~ld clooei y. 'fe 
will rely hemlly on their rKIOMendotion.a aa to 
wh.n control• ~ be sa fely removed. 

INDUSTRY 'S RESPONSIBILITY 
FOR TH£ FUTURE 

(So•e Persona1 Observ1tl~n•) 
In t hla 11Nafcmctu. I ho,.• dl aaaaaed qo• e m­

•fl!l1t woru .. ODDtrola over pr ice• ant4 rente. I 
ooul d llh t o a<'d, hooe•er, a Coo~r110nol thouq~ to 
on the p rot!- ohich i nc!u•try will (.-,. .., .. all 
qo•ernren t cont ro l • ha¥e beeb el illlnate<'. 

I • u r t e.phoai ze that t heat iCeoe r~reaent 
"'1 peroono l OPi ni on only. The, are bailee! on • Y 
own experience Cl\d o~aervat iona qa therK in try 
own bu1i ne• • before the war and, more recently, 
i n doalinq oith poll"cy proble011 01 a war ti•• 
ewploy• of our qovern•tnt. 

Moat of u1 think of r r oe fntorpr i ae aa a 
o yo t.., in which p r ice• are oe t by ""'"petition 
and the lOY o( auppl y and "-<!. Un Co r tunately, 
befo r e t he •r t h.ia c:anc~t tf08 t rue only la 
par t o f our «'OftOIIJ. 

I n too •any i adaatrl" p ricw eon beld ap 
orU U C'Iolly 1a o r6or t a p ro• h'• h lohor unlt 
pro Uto. P-ooof t bie palley. in - iadu._ 
tr1" fa ll prodDctlCII ...s...,l..,-t wn eoarbftl. 
In _ , lNalDna - paroued • rolley of 

pnout:a ......, • .,.rta11.ed pr.-u•. ater tllel .... IIDIG pNflt8 tltft- la~JW "" ..... at • 
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the -ar few of u.a •lwallatd the tr.,flndoua pro­
du<"tl•• po .. er o (our Meua.t eoono.-y. 'The fact 
tkt tbla a:lracl• of nron.c:-uon haal.ec:n CJC'h.iev.d 
durlna wort i.e •ill ha•ea alqniflc:ant iDlluen<» 
on our pftlC'eU.• indu1trlal plannJng. 

It le unlike II after the wor that our people. 
inelut'inq our 1 ,000.000 retuminq aervice ••n. 
will long tolerat~ any •cono•lc ayete. which 
doe• not prov-i~• reoaonak-Jy full production with 
roaoonably full employment at a hi9h otontlord of 
wo9•• and for. inC:OIIIf'. 

Aa a proctioal 110t ter, we ('O.nnot qc bock to 
the produ~tion levelo of 1940. The Ooport.ent 
of Co-erce rK'ently •ti..at~ that if in 1946 
.. were to qo bock to 1940 total production at 
1940 hour• of Jatar there Woul~ be 19 aillion 
un.-rloye<'. There .rould ~ a C'\it of aore than 
30 peremt r,._ our pr••·nt le•tol of production. 

Such em econo.ic re•enol woulc! aeon ahrink­
inq ooorketo and falli"9 prl.,.o for fano pro<!ucto 
o.a well oa the procluota of our factot"l&t. lt 
would 11eon that ouT far•tora, our worker•~ on<' 
our returning eoldlera would ogaln have to cow­
pete bitterly with CKICh other for tbPir frugal 
incHvldual ahorea of .aono•io acarcity. It ia 
ob•iouoly unthinkable. 

If we ottoiD full productloo an<' experience a 
correllpOftc'lna: increo.ae in th~ noUocol purchos­
lnq po,.er ~ the Drporl•tnt of C:O.aerce aaya we 
-Jd be able to opend 40 perc.nt ..,re for food -
inter .. of o 110re varied d.iet. better qualitlea 
ar.d incr.aaed aervlcea in connection with pro­
c:.aain9 and tllatrj,butina food f'Jroclucta ... 4S% 
111ore for clotbing.,55~ •ore for refrio•rotor a and 
oth•r @lectrical equlpm•nt. 1~ "'ore for houu­
holc4 furni tur&, 900..;. more for nP• fonn mcc:h.inery 
anrl ~ timea more for ne• homea thon in 1940. 

'te who hove bt~en olote to A•erleon indua try 
durlno the ...,. ""rio<' bell••• tho\ industry con 

ou«eoofully 8fft thlo t•ot of thP future. &.t 
J bell••• we are all aware. both lD govern.ent 
on~ In lnduotry. that lo order to reach thio CJOG1 
•• .uat eatabliah cmd ea.ifttOJI\ cloM coaperatior 
a.onq all qrouro- - buain•••· Ialor. fai'Mra 
qove r'Mt'D t. 

~Airing the ne-xt five yeara. of all p•r1.oc'a 
our hlatory, we will nPed et"Ono•it" couro~, ~ 
afnae one' a CCIIIImon under ata:ndin9 0 ( thetpr oblema 
that we face. 

Tf. t'urlnq th~ next few y~r•. •ojor aeoment• 
of Alllerlcotl industry operate on a hlqh price, 
hl9h unl t prcafit kala, •e are qolng to hove 
d•inhh..dproduction and danoerou.a unnr-loyeent. 
If •aJor lt!CIII'enta of A..ricon lndu.try otteapt 
to cut pr-ice• by c!f!Jir•••hWJ WOCJf' rotea. w • ill 
foc• th• dcm9~r• of another dl.aatrouadepreaaion. 

The boaic a:nsrer to our econo•lc future, it 
..... to •e. llH in the .a.d.a~a hourly produo-­
tion on the port of labor: hJqh WOCJ• rate•. low 
unit p rofl ta opJ..._ the 9reotHt poadbl• Yolu•e on 
the port of in~u•try: the ti!Oin tenanoe of hi9b 
farm inco&e; and thP joint rtalizotlon of ol~ 
groupo that the proop~rl ty of OQCb depPnds ~ 
the pro1perity of tho othero. 

l"llrlnq thlo difficult oar perlo~ we han all 
leornetl to cooperat• and to work tog·etber on o 
ooaatruct1Ye qiveand talc,... boat a. W. are winning 
the wor today becouae eodl g roup .. ovr soldi era 
and eoJ lora. our induatriol wortrera. our lecxlera 
of enterrriae. our faraera Gtd our CJOYern.ent ... 
hove wrorket' a.a part of a teo•. 

' . have hac* our oecaalonal di f ferenoe& of 
oplnlon. &t we have never hod to o rque ahout 
wher& we won ted to go or the apted with •hi~ 
• • wlohed to get ther•. 

Our oconomic future, like the winni ng of t H 
tJGr. r•ata in ou r o YTl hont4a . 1bia choll e nqe i a 
oa 9 r eot o.a thfl war it•lf. 

WHICH ROAD WILL WE TRAVEL ? 
- -~ - - ------- - -- - --- -------------- . - -----

IF WE GO BACK TO 1940 PRODUCTION IF WE MAINTAIN FULL PRODUCTION 
Anta nc --.. WI C. ..C:•o n.. • uc.M lfOM T ...... • 1140 

til a fOOO 

B~a Cl,OTHI .. 

~ BI lUCtlOICAL - T 
~ 

_ _.. 
,_,,.,. 

..... ---·-·-
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OFFICE OF PRICE ADMINISTRATION 

WASHINGTON 25. D. C 

October 6, 1944 

The Honorable 
Ben17 Korgentb&u, Jr. 
Secretary 
Department or the Treaaury 
WaahiDgton, D. c. 

Dear Mr. Korgenthauz 

I 811 attachina a cow or a muorandum to 
the eight thousand ••bars ot our Advisory Coamitteea 
on the inflati onary and detlationa.ry dangers which 
we ere likely to face during the com1Dg year, together 
with a general outline of t he program which we are 
developing t o meet them. · 

I will be glad to eat any suggestions or 
cri ticiams. 

A ttaohllent 

SincerelJ, 

Cheater lowlee 
Ada1n1atrator 

V ,1...!:.1 I 
ell ce 

1 '1 
61520 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNIC ATION 

o•n October 16, 1944 

TO Secretary Moreenthau 

l4r . Vlhi te ~ 

This is a comparative state~ent of the earnings and 
expenses of the Stabilization Fund for the months of A~-ust 
and September , 19411-• · 

Earnings 
Interest earned on investments 
Profits on handlin~ charges on 

gold 
Handling charges on gold 

(Stabilization) - Accrued 
Profits on other ~old and ex­

ch~~Ge transactions 
~iscollaneous profits 

Total 

Expenses 
Salaries 
':i'ravel 
Subsistence 
Telephone 6: '•'elogra:;lh 
Stationery 
All other 

Total 

Net earnings 

Au~st 
41 .1 9.99 

211 ,41-8. 54 

12,499 .88 

;> ,ooo, ooo .oo 
12. 37 

,?~ , 265 , 100 . 78 

" 51 ,652 .72 
t54·73 

4. 19 . 2~ 
4. 2at~ 

1e1 . 342 .6a 1:1 
J 228 ,409 .08 

v; ,o;6 , 691 .7o 

Sept embell., 
) 40,010 . Dtl 

1, 000 ,000 .00 
17.25 

.,.1 ,299 .451 .68 

(/ 27 ,~82 .26 
2 , 14.06 
1 , ?~ · 5 
~ . :; .19 

27 . -5 
623 .~7 

;l 35.845.24 

'./1 , 26~ , 606 . 44 

This report was completed from figures supplied by 
L:r . O'Daniel. 

!/ ~166, ;87 .83 of this item represents cost of movine ciOld 
rrcr.:~ Fort Knox to New York . 
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TREASURY DEPARTMENT 

INTBR OFFICB COWWUM ICA ION 

Date 
OCT 161944 

TO 

FROM 

Secretary Morgenthau 

Ur . O' Connell 

F.E.A. has proposed that the President make a 
public statement to the effect that this country will not 
recognize the acquisition by neutrals of German-owned 
patent and patent rights . The purpose behind the proposal 
is to prevent German industrialists from finding safe havana 
for their patents . . 

On October 2, 1944, this Government formally re­
quested neutral countries to take the measures called for 
by Resolution VI of the Bretton Woods conference . The next 
step, obviously, is to advise neutral countries of the meas­
ure& we are prepared to take to enforce our request . It ls 
my view, however, that our approach in this regard should 
be as broad as the requirements of Resolution VI , and that 
patents should not be dealt with aaparately and apart from 
other forms of property. To deal with the problem piece­
meal may well lead to confusion, and to complexities of 
such a nature as to create unsuspected loop-holes . 

In ~ opinion, therefore, the proposed statement 
should not be 1ssued. If you aeree, I will call ~. Cox 
and advise him accordingl y. 
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10/l.l/44 

11r. Dlllloia 

'fhia letter baa liMa ulalowledpd aDd tM 

S.Oret&r7 wanta our -•t•, e1 tber b7 a 

letter to Oeoar Cox for t.be a~ture of the 

SecretarT or a - to tbe Seoret.&r7, or bot.h, 

b7 .._,.;r, OO'tober 16t.h. 

If poaaible, I wollld lib to ban -.thine 

on it Satvda;r, Ootober l.4t.h. 

Regraded Unclassified
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WASHINCTON 2S, D. C. 

rE:J( 

October 7, 1944 

De&r Secretary lolorgenthaua 

Attached u a rough draft of a 

propoeed statement which lli,ght be used by the 

President. 

It has been suggested that I get 

your comments on it , 

Sincerely yours , 

The Honorable Henry Worgenthau, Jr . 

Secretary of the Treasury. 

- ,..... ( . ...a 

Regraded Unclassified
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Oct ooer 11 , 1V4' 

!.lear 
llr C~: 

In t he aba~nce of the ~•crt­
t ar¥ , 1 am acknowledgi ng receipt 
ot ¥Our letter of Oct ober 7th 
wit!, which )Ou enclosed the draft 
ot a propo:sed statement !or tt.e 
Prelidtnl . 

Aa soon as ~. ~orgentL&u re­
turna, 1 aLall orinb jOUr l etter 
t o l.ie attention. 

dth kind ret;ards , 

Yours sinoer el) , 

(Signed) H. B. tlota 

L . s. Klota , 
l'rivate ~ecrei&r) 

• Oaoar Ccu: , 
Otfioe of lhe ~eneral ~ounsel, 
foreitn Lconcaic Admi~istration, 
as,,1n6 t on 25, u. C. 

' 
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FOREIGN ECONOMIC ADMINISTRATION 

WASHINGTON 25, D. C. 

October 13, 1944 

.. 
Dellr !.Irs. Klotz: • 

I appreciate vecy much your letter or 

October 11th about the draft or the proposed patent 

statement, telling ce that you Will bring the letter 

to l.!r . Worsenthau • s attention u soon as he returns. 

!.Irs. H. s. Klotz 
Office of the Secrete.cy 
Treasury Department 
Washington, D. c . 

Sincerely yours, 

Regraded Unclassified



Treasury Depart~nt 
Division or Monetary Research 

To: Mrs . ~cHugh 

Thb mec:o is in r espon•e to the 

St'cN"t.ary ' s recuest or Ot-t , 4, 1944, ~ 

followso "Would you please look into the 

ntter mentj oned i n the a ttached article". 

The newsp.aper article is roturned he rewith 

L. Shanah1111 

MR. WHITE 
Branoh 2058 - Room 214-l/2 

Regraded Unclassified
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• TREASURY DEPARTMEN T 

I HT I I 0'JICI CO MMUN ICAtiO N 

DATE October 16, 1944· 

TO SecretL.r •• orcenthau 

!> • .. 1,ite ,JIPP 
:l.-. YC~ ... I .... o.:· l'ICl\ 

FROH 

You .~mt.cu. _e to cons:der tuc .1·opos!J.s r.ude by Dr . 
:;.tor,in _asc ir. t t:~ ro. ort • ub isued b. the Co;r.i ttee on Inter­

n. tior..W. ;;.coao.• lc • olic, • 

l.il ' . uD.BC• .ropose, tn~t in 01•dor to rehch l ooted J!rop­
et•t,, t . .., unitt:d ,,~J.tioM uecl~J.rc inv!.lid W.l 1 roJert, riJ1ts 
ucquhcd b, t.,., .. o1·, ...... s or t .eir st.t" lite:; in b.a occupied coun­
tri s dter certcin d~tes , "'"-.! t: ... t Lll Cezr •. t. .. _ r pert , rights 
outside o_ ~r .L::l;, ~e t;. e:: i..to cl.:stvC.,. to o:et ._ll "eventu .. l ­
iti e s . " !.II" . ..,asch 1.arn~; tJ.e Laiteii J,~tious a., aiL::; t buill<.. ci.sled 
b;, tue "1 •~t.l" t. o :; e •.• lo;," br, t •. e ver .. ms in loot in.., the 
occupied countries , t....ld "clot....ing ' "" ucutr ... ls . ..e stresses the 
imJ?Orta!l.ce , I 01.ever , oi ..,uttinu l.'lc.nts e.ud .~.:..ctories to 110r" at 

• 
tuu e~.o.rliest po3sible nlolllent , tlld J.roposos b.:..t theJ be o~ orated 
under ne.tiontol trusteeships until their o-;:nllrshi p i s olarlf i e\1. 
Dr . ve.soh aJ.s o cons.i.dcrs cert uin 1 robleu;S reh.t ed t o the i"utur e 
o;.~estic econouic ... olicies oi tJ ..:or er.L.t occupied count ries • 

. 1i1ilt. ..,r . _t.sch 1.ould •. refer tr:e cl'eation of an .internt..tional 
t...,.eu?; re.l(rcsenti.t.., t .e ~ni tea ,.t.ti?ns to ~:oct as ~rustc_e for t 7e. 
v~ct11 s 01 .eruCl eco .. ., •. ~c .,er..etrat~ou , te reco.._n1::es t;;.~..t l:'olltl­
cE-11" it u:c.. be i. ,.ossible t ... tcke t <.t cvurse . Le , tt.erofore , 
su,_.,ests t 1e ucsix·~bili t of '- a..,roe1 c.1t Leh;ee. too l;ni ted J,e.tions 
cstab .is .in., co. , or. ntor:u.t ional s te.ndt.rdc o.l ! rocedure . 

11orei [,ll Io'un<1s ~ontrol and the Lebal Di vi s i on have been 
stud, in<. tnis );ll'Oulol. ~.d its rult ted ~svects fo1• ::one LiNe and have 
SJ!ecis.l unite t..l· lin[, t he mutter . It tles in close!~ v.i t h t he un­
f r eezin., or vlocked 11ssets and t, P 1, ·asur<.;s tie r. i ll h. ve to t ake ni th 
res. ect to l,·oted c.::; sets in Gerr.m, ll.!.d in neutr£.1. countries . Our 
t.'<>lii Declc.rution <.nd •. esoh. tion 'II of the ~rettor. .foods Conference 
&r& ss.::pl e s of so.~e :r.e <..sures lie h vo alread;.· taken. 

\,e ~.. ... 1 thin... Lat r.e 11ill ll&.Ve to· t .... ve SOJo.O of our uen not 
only i n: Germw1y but i n t ;..e •. eutral s dovotinr; their ti.J,.c. to locating 
Ceru~ loot and in b6tting l eads t o Gor man assets secreted outside 
or Germany. 
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Ecooroomilat Says Plants e.l111d I 
From Nazle ShoLid Be Put 

to u .. Without Delay 

15.., 

Regraded Unclassified



...... 

0 

0 

( ) 

I 
UNITED KINGDOM TREASURY DELEGATION 

- .. 0 
eiHJANIH ,-AANKUW 8TAT10fil 

WA.IMINcrTOH. 0 , C. 

October 16, 1944 • 

.la prctaiaed J u aellding JOU a do~nt explain­

ing onr case tor Lend-IAa .. 1n Stare II and ghing the releftllt \!1 

tigurea. I truat 1t ie the sort of thing JOU want . It baa got 

rather long, I tear1 certain point. aleo are repeated in dit­

terent chapters dnce we thought JOU aigbt wiab to reetrict 

circulation of different pert. ot the doCUllllnt to .,ariou. 

i ndi viduale. 

lfi tb this hoat of tigu,rea originating in different 

deparfllenta, there Ill&)' well be ainor dbcrepanoiea, but we ba'fe 

made e.,er:r effort to check tbell and to lllll:e eure the7 are OODIIia­

tent. '!be tiUDi tioDII tlsurea , ot courae, derln trc• Ser'fice 

de:aanda. It JOur people whb to dbcuu tbn in detail w ba.,. 

the neceal&r7 experta &'t'aileble here to explain t.bn. '!bare are 

alao repreaentati.,.a of the other depertaenta anilable ahould 

queatioDII arl .. on &D7 of the other tiaurea. 

l truat 70U had a pl -nt ti•e OD the Co .. t , and 

reuin, - ~ 

'!be Ron . Henr;r llor.nt.bma, lr., 
Seoret&r7 of the 1huar7, 
lfaahincton, D. C. 

~--· ·/~ 
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IWO'!LJ OOII''if*fttu 

!l'he var 11 e,pproacbing ita end, end the Jevhh problem in i ta poat-var aetting calla for h.,•ediate condderation, Of the aix millioD au-GJ)(Ian Java outeido of 1l8SR end the llrlUih tllea , probably Dot "oro than o11~o.nc!.-.. halt mill1o11 are &lin todq, ond Dot all :ret aate. !be Jeva ill 8odet territo%7' under German occupatlo11 have probably loat another 1111llio11. 1Ye11 in thie var, 110 other Jl(lople in proportion to their 11\JIIIbere haYo oUtfored euch 101101, acc011]l41l1.1od b;r auch horrora. 

a, 4111od viotorioe are bringing immediate aocurlt;r to tho aurriYore. Jut the root of the tragecl,y 1a the illheront veelcneaa of tho poaition of the Jeva aa a ho•eloaa peoplo, J.a ' long ae that enduroa, Bitler'• aolution of tho Jevilh problem by oxtormi nation will continuo to haunt manld.11d, ae a. nisjlt­maro to aOIIlo, aa a toaptaUon to othora, !ro otter to the aumnnc luropoan Java, deported end brokon, a rotum to the 1 atntua quo onto,• propped vp by philanthropic palliathea and pape.r guarantee a, h morally unthilllcable. J'or the large mus, tNe rehabilitation can only be achhnll 'bY a freeh atart in nev au.rroundill«•• J.loreover, the problem 11 not !llor.Jly 0110 of finding hoaea for rof'u&ooa; it 1e o11e of finding a oount%7' f or a pooplo. 'l'be ooluUon mutt be eonetructin and pemonent. It inYolne not onl7 the fate of the roauw.nh of luropean JevrT: tho ourae of hOIIIel&lllleaa 11111t be lifted from the e11tlro raoe. 

3. 1 1omo pl840 muat bo found, 1 froploaJ. or eub-arotio ro&tona, auch 11.1 Ouiana, ~oar, or 4luka - to mention eoao recont ~atione - oan hArdly bo aorloual;r conaidorod, !be colonhaU on atta.pt made 1n lan Doatnco haa pro•ed a fiuco. ~Yen under the more fwourallle olimatio and eoon.OIIic oon41Uona of .t.rgentina, Southam Rnuia, cd lllro-llldJan, experlenoe baa ebevn. that where tho national idea and trad1U011 aro lnoperatl•e, Jovllh eettl•ent cannot denlop on a larp eoale for laclt of drldng power, An. tn.eplrat1011 of hlp intenait;r 11 neede4 to tranefol'll a people of t-weuora into acrloulturhte, 111441-on into IIAIIUal voft&n, 

'· !be ronatnanoe of tbe Jowllh natloa le 1lnn.4 vp vlth J"aloaUne. !bo ohoioo •• b;r cloettn:r -ot be undono, J"aloaU110 11 the Jowtllll people'• 'blrib.plaoe, and it caYe 'birth to no other. It - tu ~ la hie\017 to the .rwe, and to no other people, !be lwe u a people, e4 hleeUu u a cftDti'J', ceue4 to be truly oreathe •• tbo 'bon4 'bo'- UU. wu enwo4. ht the hope of renwtnc that 'boll4 11M llllp' the levi* people aun. 11114 •euu .. , NeeUno JW&tne4 4eeoJ.Me. .. lwe llaft .- nue4 to pnr tor their retva to NeeUae. !be vee •• .. 1leok llu '- _., u • ..a s.a ""17 .... I'Mioa pnotl.-.1. ettone - .... to Nhnk llold• ll a ts.a.l ..& tne..Sae4 '1114 tor Mbln•••'· 
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15. !be :lr1Uih people haw alVIIJ'• 'b- ooD.Ic:l.ou.a of tlut ualqw oo-uon of 
\he Jwe vlt.h laleaUae. :rn. l:bat OOilac:l.o-uuae t1ut :lelrour JleolaraUon vu 
'bon, lhlt 'rial on ud nah-.hlp lilaYa aot 'bMII t1'8118lato4 lllto e4a1aht rntl" 
precUoe. J ovhll llll4aaYo= llu ..celnd aout ncov..-ct. Ottl c1al poll~ 
llu 'bMII tar 110re alba t o t1ut 4ltt1ouUl .. of iapl-UJIC tile K&D4ato \haD 
t o lh oraathe ela. ltep liT atep tho orlcillal oonoeptl on haa 'beall vhlttlo4 
4oVII unt ll a OCilploto 114CaUon of t.ho Pll'l.aalT purpoM of \he :lelrour lleclaraUon 
..,d the 1Cu.4ata vu readied 111 the Whi h Jla:per of 1939. Jilt J evlall voltc llu 
attained a atace of denlopMDt vhioll pNollld.ta laleatln• froa bo-inc .., .V.b 
001111h7. 

e. tt tho var.had f ound tvo million Jove 111 Paloat1no lnatoad of half-~ 
million, the tulc of tho .Ulloa 111 tho MldcUo Jaet v011ld baYo boon groatl7 oAaod, 
..,d the poet Uon of the Jevbh people would ha"" ben totall7 4ltterent. But 
..... n the half-a11Uon preYed their Yalue , both to thoi r people and to the .Ulloa. 
l'aleaUne baa rocehod tone of thouaan4a of Jcvl.all rof'uceoa, and vcro 1t not for 
tho PI'J'817•111C offoct of the 'llblte l'~ar poll~, the dlaeD&iona of reacue would 
haye been f&r creater, All reaou.rcea of l'alnUniu Jevry, ill 111111-pover, pro­
auou .... Clll*Cit7, and aclntlflo ll:llovle4co, vero bamouo4 to the war ottort. 
laleaUnic Jovlall unite aorro4 rit.h \he llrlthb :rorcea in Pal .. tine , !'ranee, 
fihiopia, :lrltrea, ~t. Greece, Crete , 17rla, L1b7&, aad n a17. Cl'rillan 
Yolunteere rlalted &114 leld 4ovn thalr llna 111 haaar4oua para-alllt&1'7 opera­
tiona under llr1Uall cCIIIamld., PaleaUno pro'ri4o4 a aourco of lllto=r.tion, 
un1q110 in tho IU44lo llaat , on tho 1n4uatrlol, teollnioal &114 acientltlc poaition 
111 811887 COWitrln. Javlall techn1o1ana 1111d arUaca were aoblllae4 to pertora 
urpnt war taka in all \he nelgjlbourlnt; countrloa. !Ilia war effort would. h•• 
boen far 110re frulttlll h.ad 1t not been o.-..rpod and tllvarte4 liT tho proaont 
nocat1Ye polt ay, 

7, The Jeviall ~nay appeala to Jl, H. Go'rerlllllent to tnaucurate a nev era 
tor PaluUne and \he Jeviall people liT '4nwl.JIC \he l opoal concluaion froa the 
llalfour l>eclaretlon u orlctlllll.l7 conoe1"4. At thla Jl;moturo t.he7 roprd ae 
t.peratlYe a 4coiai on 4caicnatlnt; l'aleatino ae a Jeriall Ca.aoD»ealth -- a 
count!'7 where \he Jevlall people all&ll be tree to vorlc out ita aalYaUon liT 
lar,...acale aettl•ent &114 liT \he acbieYaont of tall natlonlloo4. 

e. S!bo Jovlall J.con~ 1a tlll17 ....-o of tho d.ltf1cult7 rit.h Cioh tbla poll~ 
1a fHQ&bt 011 &OOOUIIt of Arab oppoaUion. Jilt 1t .lrall couont 1a t o 'bo a p-. 
oon41t1on of aliT pollUoal aettl-t , hope aut be &l"" Q of J'UUoe t o the 
Jwiall people, !be .lralla d•a"" that \he Jwe allollld 'bo u44l a pe-t~ 
1101'1 t7 ln an .lrall l'aleetWc 8tate, ...,lob alloal.4 '"- - la a oluater of 
.Anb ltatea. !he Jwe ulc that a Jeriall ltate be .. tablllhed ritll hlc-•tiu 
Veat of the Jor4L>Il tor ita terrltoq, &114 bopo that tlt.h ltate, Cilo llelntellr 
lAC frlon417 relntlODe rit.h all Ua nelp'bova, ..,. 'be orpioall7 oo-ted 
ritlt. t111 llrltlall o-C~~VNJ.t.h of •uoaa, '!he .Anb proca VR14 4aa1iJ tct \be 
Jw1 a pliiOII GIIOJIC the UUOIII, Cicb \htir oan oal7 o'btala \hJ'o1lP 1'al11tl11eo 

!be .revtlh proc-• v.ld ban no auoh etteo\ 011 the Arabe, "IIIIo are alftlld,r 
po1ee"el. of JI&IIT ltatea rit.h _ _. 111141ft1opl4 potwUallUea, A Jeriall 
111Dor1 t7 ill an Arab l'aloatlna wal4 'bo lllr1 t.ho O.ocbl ill lnator lenlq1 'INt 
a .&n11illalor1t, ill a Jovi* Nontu 11111110\ .. ~haft.,..,.,.._, .. 
at eqlllllU~ of ~h, nli&l- fndM, atw.r ill -.ltanl -' -.lolpal 
ettaln, 11114 a N1 lllal'l ill the MMft\1 of Mnl.,_..l tiM tad U... hl­
Uu ll evro bf l!r .&n1l -arlee wlU .-& te tiMU --'t.F• Ia 'tlw fll 
.... INa\ ~\ala Mil Ml- lllUM ...... , .. .W. N.NUM, d.- IRto M ,....._.J.: .. .._.••Ur'nt..a•= , ... -.-... ..... till 
.._-...., _Ml_IWal...._la • d .. ' 1 'IMII 
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nll4U7• '!be--· \ovU'U ~ Wli'T 1a • a441Uoul. NNOD 11117 levllll 16:!_ 
etfo" 1D l'al.Ntlae lllOQll. OBoe 11114 tor all 'be ott~UIIle4 oa a tla terrUorlol 
11114 JOll Uoal. 'baalt. 

9. loae ~o hA.e ~· to roc~to that tho :eve OUCbt to ~o their ltatc, 
Wlllt that thlt coul4 .,_.,...aMend 'b7 parll Uonlnc l'~otUu 'betveu :eve and. 
J.ra'be. !be levllll ~ woald. nev vlth 4oop IQIPJ'tlbntioo Nl attO!Iq)t to ro't'i'tt 
tho part1tlon 14M. 111 11137, a u.jor contl4tratlon v~a the lapcn~otinc var. :rov 
tho aoet .uet· 'bt aa4e of the potentl~ltloa of l'llltttlno tor 1Baod.late larco­
toal.o l•lsratlon. P~oetlne 11 ~reaq a tvlo.-partliloM4 cour.t17, u o~ 
vlth ~t 1t vu at tbo tlao of tho lllllfour :Doolare.Uon. Itt f'llrthor M•a.'bl~ 
acmt 1a llalllc to 'be fntol to tho 't'iohill'T of the lovl~ ltnto. .&. propor lcmd 
'bC\111 11 't'itol to lovllll 4en1opact. 1hla ontallt tha prwotlon of lntontin 
fa..lnc throu&bant :P~oetlno, end accott tor :eve to un4tnloped arone 1Cattore4 
oll our the ccnmt17. VUb tho 1oa 1n the v .. t, tho 3or4tn and the P~ &114 
l'otalll coaco .. loaa 111 tho Jaat, tho chill -tol'oretourcot 1n thi> !forth, and tho 
aal.n lan4.-rolor'IO in tho Iouth, 11Z1!f partition ech•o 10 ... 1 'banl14 to U1r11Pt tho 
CO\Ultl'7'• econcmlc fraao, and. vroclc tho chanoo1 of larce-aoal.e d0'1010}111Cilt. 

10. tn faolD& .&.rab oppo1ltlon, the 4oola1Yo ol .. ont 11 time. Once lalottlno 
hal 'boooao a Jevleb ltate, lt1 tzietenco vould. be accepted ae an acoompllthcd 
fact, ,Jv.et aa the pre1811t Jevlth 'liOPUlatlon 11 accoptod, thoU&b ln tho :pnttt 
thoro-. etronc oppotlt'lon, acoOII]>Oillod b7 'llolonoo, to tho lneroue of Jove 
OYen liP to tho protcmt lllllt'bor. \'be proepoot for tho tnture 1a by 110 11011111 one 
of parpotu~ etrlfo and. 'lllliOttle4 conUilona, 'but of on ulUaate oqulllbrlua 
and oollalloratlon. It 1t 'both the 4talro md. tho 1Dtore1t of tho Java to lho 
1a ~ vlth tholr nolSI>'boura, on4 d.o'tolap oloao lntorcourao vlth the. Jlnm 
-· laleatlne et111 ron4or u.portnnt torriooe, lnduetrlt\l DD4 aclontlflc, to 
tho aeitll'banrln& countrlot, wblch are tU:in& a non lntor11t 1n tholt retulh 
of Jovlth worit. 

11. 'l'he pollt1c~ pro.-• here oat forth required, first and fol'OIIIOtt, tho 
..,aillltoat po11l'blo lnoreaao of tho Jovlth population. Two thln&e are W'CCilt t 
to create a Jevlth aaJorlt7 ln Paleotlno 1n order to onaure tho ottootho 
hlloUMlnc of the levlth ltato, and to Nhallllltate tho ...ni'IOrt of tho 
auopo- tncMT• Meet, lt 110, ~. of theM pooplo, oe~ tho ohll4roa 
-c ~. would. IIZJ!fhov 'be a oharcc 011 p!l'bllo twld.t for a oou14.oreblo tlao 
11\or tho ooasatlOD of hottllltloa. luCh tana.. would. 'bo aaGb aoro pretlt~l7 
epoat 011 tbtlr 10tU••t lnl'al01Une • .&.pen frw tho n.n1.TOra 1a ~. 
tile aa1n crouP~ of vouldo-'bl tamcnmts are (l) reh&Ms eoaUored ~out 
tho vorl4 lObo ha'lo JDt 'booa ~aol"bed; (U) Jeve ln those orl011t~ -trlot 
*-ro \hAir utoq an4 .. 11-bolac are ln po-t Jeopuq~ an4 (111) love 
1a ~l.,.epso!:fec -•rl•, IIIIOIIC tlba a ao1'••• to enua 1n l'al .. uu 
ll, epro,..tac. 

l.l. ~r tho proper orpalsoUoa of We ialdpatlc., Us -trol llhoald 'be 
atrute4 to \he .Jovllll .Acnv· Zup tan4t vlU be 1'8t1dre4, -.4 ca latol'o 
MUOMl 1- aq 'be-...,-. :Dnalle4 plae of olleerp\loa an 'be1ac JiC s "' 
lr tile hldllh ,,._,, -.prldac ,.., sUoa Wlb, lfti&Mloa a+ u, -.4 
,..~. fill la...W. IICftCIQlftnll ellA ia411nl'lal lenlo~t. • ...... fill tile,_. to hlonlM 11M -1 .. UcalM4 ..-r IHlol .. ......_. .a \M -•~'• 

lbltr ,_. fill tll8l .a ..... WII rt t .a Mldsu •••• ls a 
ea *l* to Wlt tM .-nM fill tM ......._ •• ••Ira tr* 'I· 

: : 11 au, ...,.. ua Mia Mldnst • ,_ - '- hrut 1ato a S..W 
j . .......... ,........ . 
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SeorttuT ot State 

'liaehinctoo 

.t.-516 October 17 - 10:)0 .t..ll . 

J'lltll : Cilll18d 'l'Njillo, D. R. 

DA.ft s October 16, 1944 

lleo'd: Ootoller 2l 6 p,a. 

1\etennoe 1e Mde to the Depart.nt • a a ... ret 
airiZ'U, S.pteaber 19, 9:1S •·•· with nprd to bold.re 
ot l&t.iA .t.Mrican <loc...nte 1A • ....., territory, 

The .t.otinc liin11tter tor loreip .t.ttaire has WCil'IIIICl 
the illbu8)' tbat no euch <loo'-nta heft beaD iell\led b)" 
the Dca.iA1can aov.n.ent. And coneequent.lJ no Uata are 
anileble. He stated tbet. the Doainican Ocmorn.ent hae 
not been not1t1s<l that. action alone th ... lima 1e being 
taken by other .tMrioan Rerubllca nor that the Political 
DatenH Ca.Uttaa in llonta'rl.deo Ilea been notuie<l , In 
thia raepect plMH ... tAa •taea:r•a Moret airp-aa 
.t.-J97 ot .t.uguet 19, 10:JO a.m. and .t.-40!0, Auguat 26, 
10:30 a .m. 
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--699 
Dut.ribatioo or t.n. 
1"M41Dc onq b7 •J»>ial. 
arn.aa-nt, (IIOJIIT •> 

~. 

8716, Ootobe:r 16 2 p ••• 

fOR DIP.&.RTIIIIT AJII) Plmi.Z WAR RD' liD 

Lml4on 

Dated October 16, 1944 

Aeo14 )1!10 p,a, 

Ra ;"''Ul' 8341 0~ Ootobe:r 10. DeJ.i&:bted to baft,llua 

aJlPOi,DW u ~ial. npnMD.tati.,. an4 With tbe arr&llp­

-t that lloe'bar4t be aft1l•ba ~or ~ial. ooDRl.tatioD. 

an4 .an.a.. 
-·· 

J)IJ 
• 

• 
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BJil - 767 
l)1.8tr1bllUOD of tr. 
Hlldin& onl7 b7 •cial 
arranc-nt. (SICIIBT Y) 

S.OHtary of State, 

3158, October 16, 6 P•• • 

LilbOil 

Dated October 16, 1944 

RIC td 7 ,(17 p.a. 

father Jlpntn1.deo. DalY hal ll&de aTai.l.able additional 

forty aillion French franc• tor Jrance and 11 dealinc 

with joint repre1entatiw1 on interim buie. Saly 

intol'llll u.a tb&t Dr. Joeeph •iJ. and PierH Bl.gar lett 

tar J'aria , 'IUl Hport to him. 

M aliC 
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Reterenc. 70W 4008 to DeJ»rtMnt, SIOticm 2, EB' • 89 ot 
October ?, 1944. 

16'3 

Tba Board•• conoern with the wltare o! rehl!eae in neutral 
cou.ntriaa arises only wt.n it bears a direct ralaticmehl.p to the re­
caption o! add.i tional ret'Ue••• !t0111 •MIIG' controlled araas. Conea­
quentlJ>", the Board does not consider that the JD&tter raised in the 
telegram under re!erenca ia one 111\ich ie properly to be dealt with 
by it, For that reason, the Board hae re!errad the problem in ite 
entirety to the Department o! State, 

THIS IS WRB Sl<X:IHOIM CAlli$ 110, 110. 

llaOO a.~~o 
October 16, 1944 
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DutnbutioD ot true 
re•d'"' only b.Y special 
arr-.unt. (:m:RET 1f) 

Secntary of State 

Washington 

4206, October 16, 7 p.m. 

Stockholm 

Dated October 16, 1944 

Rae 1d 4120 p .a . 

Substance of Depart.ent•s 2041, October 12, aidnight 

(WRB ' a lDS) bas been c<*NIIioated to :&ric von Poet, bead 

ot PollUcel. Depart.ent 9Hdiah Fore1Jn o.rfice) (This is 

our 93 tor 'II'RB) and he baa undertaken to cake eve17 ettort 

0 to have the message conve;red to the Oe~ authorities . 

JOHNSON 

RB 

0 
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TOI 

DATEs 

lltlln!Bil 

CIUGINAL '1'&XT Cf' '1'ElBG!W! SEN! 

Secretary of State, Wuhington 

American Legation, Bern 

october 16, 1944 

352.3 

SI!CRET 

For r.t::Clelland, tr0111 war Retucee Board. 

Pleue delinr the follawiq ~~eseage to Sal:r lol&;ver tr<a 

u. A. Leavitt of the A~nerican Jnieh Joint Distribution 

Cc..ittus 

QUOl'E WE .l!ITHQUZE AD.DmONAL EXPENDITURE llBI!ALF 

HUNCIARllH JEWS 001'11. F~ RESCUE ACTIVITIES Cl! RELIEF 

IN IM«JARY UP TO $300,000 ON CONDniON THAT TOO CAN 

PURCIIASB PBNO<ES Ill SlriTZBRLAND PROil SOORCBS KNOII'N 

TO TOO TO BE RRI nms A11D SO TRAT SII'ISS cmRBHC! WILL 

!lOT AID ENEKI C8 BNKKI COIJ..Ul(JIATIONISTS. UPOII YOOR 

~umT 1IK WILL TIWfSKIT TI!B SW TO TOO AlfD WOULD ASIC 

YOO SET THIS UP AS A SEPAJW'B ACCOOIIT TO BE RBPCm'BD 

ON SEPAIW'B AND APART !I'RCJI OUR RBOULAR FUNDS AT YOUR 

DISJ'aW. UIIQUOl'E 

THIS IS WRB CABIB TO BERN NO. 214. 
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Reference yaur 6?21 of Qot.ober 9. 

pVagrapb 3 of Department •• 2490 of ~ 21 c-nc•• u follon t 

QUarK Pleue endeavor through any unoff1c1al ohannel.ll 
t.bat may be available to you U!IQUO'!'E 

The eame paragraph oloeee 

QUarE the co1111elluenees for wh!.ch forme<! the subject 
of Preei.dent aooee1"8lt •e etet.ement of !.larCh 24. OIIQUO'!'E 

THIS IS 1IRB llBRll ClBIB 110. 218. 

3t45 p.a. 
oot.ober 16, 1944 

Regraded Unclassified



( J 

() 

0 

Dllll-676 
This teagru lliWit be 
paraphrased before beillg 
comgunioated to ~one 
other than a Government 
agency. (RESTRICTED) 

Anlw'a 1 
Dated October 16, 1944 

Secretarr ot Stat& 

Washington I 

1977, October 16, midn1ght • ._ 

Reo'd 2al8 p .m. 

FRrel KATZKY TO PEHIB, WAR REFtlOEE BCWID, ANKARA ' S 165. 

rleporta reachi.ng Istanbul describe the dangerous 

situation o1' Jewiah people in 11un&V7 &Dd Slovald.a &Dd 

the continuinc ursent need to evacuate them to eaf'e hevena 

as rapidly aa lloasible . All avenues of escape, therefore, 

should be explored a~ the earliest possible moment. Recent 

authorbation of American Lliasion to proceed to Rmnan1e 

11111.1 pro'Fide occasion (see Department' a 810 of Septe=ber 21:), 

WilB ll2) to requll8t State Deputalent pel'lliJIIIion for • to 

proceed to Buobareet , with secretarial aeeietanee while 

there , in order to investiSate means of rescue at ~t 

place . Paea~ ot JDC would accOlllp&ey 118 . 'l'elagraphio 

authorisation requa~W. 

RB 

• 

00 1 lliea ChaWlcey (for the Sec';r) Abrahamson, Akzin, Cohn, Dl'W71 DuBoi• , 
Friedman, Gaaton, Hodel, Leeser, llarlce , Mannon, McConaaok, Peba, F!Ue . 
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SEC BET 

OPTBL He. 336 

1944. 

I OZ lA • !lrJNIR'bP 

lntoraation received up to 11 ~'~1\1-h October, 
1,.f.~~u!\1 

On 12th one or our motor m1na.eepers was mine4 an4 
sunk ott Leghorn. On 13th a French 4estroyer boabarde4 enemy 
positions Bordigbera. 

2 . MILITARY 

171 

WES~ ~~OPE• Heavy fighting continues imme4iatelr 
north ot Aachen ;:8;e ~s. troops are meeting fierce resistance. 
Some progress in street fighting 1n the northeastern outskirts ot 
the city. U. lt, troops have ad van: ed 1,000 yards S, E. from Over­
loon and ere nearing Venray. Canadians have enlarged their bridge­
head on the south bank or the Scheldt and have linked up with 
other Canadians who h• ve crossed the Dutch frontier from Belsium. 

RUSSIA. Russians have captured Petsema have made 
further progress west or Riga, have taken ~N.E. of Cluj and 
have captured Kruaeyac, N.W, ot Nis, 

) , AIR OfBMtiONS 

WESTERN PRQlil. 14th/15th.. 4 , 382 tons including 499 
incendiary on Duisburg and 858 on Brunswick. 

15th, 1089 escorted u.s. heavy bombers (21 missing) 
bombed Cologne railway centre - 1993 tons , thctory 196; Mannheim -
oi.l 138; Reisholz - oil 143' other targets 134. 587 supporting 
aircraft (7 missing) claim 7, o, 1 1n action, also 26 locomotives 
and 54 vehicles destroyed, 

Sorpe Dam S.E. Dortmund, attacked by 16 Laneasters 
escorted by 61 Mustangs . 16 12,000 pound bombs dropped, Some 
fell on crest of Dam but no breach seen. No opposition, 

778 fighters and ti&hter bombers supported groun4 
forces 1n Holland1 Western Germany. One Mosquito sent to Kolberg 
airfield destroyea 8 aircraft on the ground. 38 Coastal Command 
aircraft sank a 21000 ton tanker and a coaster ott Norway, 1'wo 
other coasters set on tire oft beligoland, 

out:-
15th/16th, 667 bomber. Jncluding 54 M~squitoos sent 

Wilhelmsho.ven 
Sea lUning 
Bomber support 
Hamburg 

. 506 (7 missing) 
37 (4 missing) 
70 
44·1losqu1toos 

Much eloud Wilbelmabaven. Attack consider ed acattered, 

MEPIT~S~~· 14th. 384 escorted u.s. heavy bombers 
(23 missing) dropp~ ona on oil refiner ies and rail centres 
Central Europe, Oil - Blechbammer 217 tons aDd Odertal l63l rail­
ways - Maribor 131; other tarjleta 196, 54 Muatanga (2 min nc) 
attacked two airtielda 1n Hungary. 31 airctatt deatroyed on the 
ground. 

4 . UQMI Sr&UBID 

15th/16t h, ~ tlYtnc boaba plotted tn t wo phaaea 
at about 10130 p, a , aDd 4145 •·• • 
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GROUP 

Present: .ll.r. D. w. Bell 
llr. Gaston 
~r. White 
.llr. 0 ' Connell 
Mr . Pelll.e 
Mr. Blough 
Mr . C. s. Bell 
Mra. Klotz 

October 17, 1944 
9:4.5 a.a. 

H~.W.JR: The tunnieat thing happened in Loa !ngelea. 
It turned out that .llurpJlT' 1 being there was nr7 useful, 
because aome newapaFennan had a question. He waa trying 
to tie up the relat1onahip between the deficit in ' 33, 
the present deficit, and the national income. I aaid 
to the fellow, "I don't know what 70u are drhing at; 
tor politi cal purpoaea i t ia no good, but )(r. .llu.rphT 
will gin 7ou the figures, &nTWaT. " 

Than I aaid, "It 7ou reall7 want something good, I 
don ' t know the anawer , but I will giYe it to rou. Wbat 
70u want ia tile net deficit and the national ncome." 

I haTe neYer aeen those fi~rea before. Tbe7 are 
Ter.y good. The net deficit in 33 waa a billion and a 
halt, and the net deficit in ' 39 waa onl7 three billion. 

MR. D. W. BEI.J. : I can ' t ramember the figuree . 

H.M.JR: Those are the figures that MurphT gaTe. 
Then 70u c~r~re the national i ncome; it waa around fift7 
or eixt7 bi on at that time. 

MR. D. W. BEll : For tT then. 

R.M. JR: But the7 ar e intereeting tigur ea • 
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lffi. D. W, BEIJ..: Peroentljp-wiae . 

H.lo!.JR: I mean fran a billion and a half to three 
billion . You talk about a three billion deficit today, 
and it aounda almost like nothing. And then you a how that 
the deficit really began to grow when we began to spend 
fo.r war. 

KR. D. W. BELL: Yea, your debt was below fi f ty bil­
lion dollars when you started on your defense program. 

R.M.JR: Somebo~ gaTe these fellows sane crazy 
figures, and, of course, it didn't work out. Thf didn't 
aak for any tax figures, but I missed your (Blou 'a) 
company. I realize you didn't han a chance to alk 
taxes t o ae, but I was so rushed on the way back. 

MRS. KLO'n : ()1 the whole trip. 

H.M.JR: I didn't get a ohance to talk on the Jhole 
trip. 

lffi. BLOUGH : After all, fran here to New Orleans 
it was the Loa Angeles apeeoh, and there wasn't anything 
a.fter New Or l eans . 

H.lo! . JR: I sl ept from here t o Atl anta. 

VR. JI.OUGH: Well, I didn't care to bring that up. 
(Laughter) 

H.M. JR: And from Atlanta to there we did the speech. 

I would like to get a sample of what they aent out 
laat night . How did they send it out? 

Her bert, I didn ' t han a chance to aee an awful lot 
of Vanderpoel, but Murphy did, and he thinks he 11 really 
tops . He aaid he ia half way between a Tery good writer 
and a good economist, and he eaid the way he took that 
etuft and the epeed with whi ch he turns out hie eturt ie 
perfectly amazing. And I thought that you llight, if you 
would, sound him out. Aa I rtmember, he •• wil!ing to 
c011.e with ue at one time. 
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KR. G!STON: Yea, he waa. 

B.M. JR: You might sound him out . 
I wiah you would, in the !irat place, Wlite a letter !or my signature telling him how well the speech waa received. 

KR. G!STON : He did the Loa Angeles apeeohY 
H.M.JR: He baa the aame quality of a different tJPe, but thi a quality he has is the elllle as Alan Berth' a. You can tal k at him, and then he will talce my idea and give me the result. 

The laat t ime I taiked three hours to these three script wri ters fran Washington to Nashville, I gave them three hours of my time. Then whan · I got to Loa Angelea in the middle of the night, I f ound out I had no speech, and I had to get thia Columbia Broadcasting--or aaneboq, alae--to rewrite the thing ever night, but thia fellow i s good. And I thought you might aee whether he would l ike to cane with us. I don't know whether you have had a chance or not. 

KR. BLOUGH : Yes, I did. And J ... very !norablr impressed. He seems to have the right attitude toward things on the one hand, and he eeaaa to be a ver1 able fellow. 

H.M. JR: .lnd he does not ma.lce me nervous, which 11 important. But doe en' t he turn out hi a work nrr !aeU 
KR. BLOUGH t I am not in a poeition to Judge that aide of it . 

H.M.JR: llurphy aaya it ie unbelievable. He aaid in an hour he took this thing and juat did it, that 1e all. He aaid he ie acouataned to working a!&inat a deadline. And I believe he ie a thorough New Dealer. .Be aeema to be. 

MR. GASTON : Yea, he ia. 
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KR. BLOUGtl: I tu.ked to him at same len~h about 
pointe of view, and eo forth, and I think he fa. 

H.M.JH: He ie perfectl7 willing to make the state­
mente about the banks and all the rest of that. 

~. BLOUGH : He believes that, t oo, I am prett1 eure. 

MR. D. W. BELL : He certainl7 came out atrongl7 
against Brooke in Illinois same time ago. 

H.ld.JR: Did he? 

Well, ne did sametblng else last week. He safe hie 
editor jumped all over him. 

Will fOU do that, Herbert? 

1lR. GAS~: Yes, I think there ill probabl1 a good 
chance of getting him. The onl1 objection I have ever 
had about getting Vanderpoel ie taking him awa1 from the 
}fiddle West. He ie practicail1 tne onl7 financial writer 
in the countr1 who is conatantl7 writing stuff in our 
favor, doing ue good. 

H.M. JR: Well, I am like Churchill and Eden when the7 
were discussing tbie question of Gennan7 and they got a 
little excited. Churchill said that between the Gennan 
children and the English children, be was for the English 
children. I am !or Morgenthau against the lli.ddle West. 

MR. GASTON: I don't think that is the question. It 
is a question of where he can do the most good !or 7ou. 
I still think the other wa7, but I will be very glad to 
talk to fOU. 

H.M.JR: Thank 70u, air. 

Inoidentall7, fOU look refreshed. 

MR. G!STtfi I I ... 

H.M. JR: I aa not nq oantanlceroua thia morning. I 
atill haven ' t gotten enough aleep. 

1-.r: 
I ) 
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MR. WRITE: 1s long ae you have it your way: 
• 

H.M.JR: Well, it is very hard to find aomebodJ who 
can write, wno has the finenclal background; it is terribly 
tmportant, 1nd listen, Herbert, if he comes, he ia here 
to work for Morgenthau, He ia not to do speeches for 
Sulll ven end the rest or them, or Bell. 

MR. D. W. BELL: Bell has quit making spseo.b.u. You 
don 't have to worry ab~ut tnat. 

MRS. KLOTL : Than you will have to be malcing a lot ot 
speeches, or he won't have enough to do. 

H.M.JR: I tell you, living through this month of 
working these three speeches out and for the first time 
putting down in pencil the Treasury's fiscal policy has 
been very good for me. If Blough can give me the time, I 
would like to do the same thing on taxes. 

MR. BLOUGH: My ttme is very crowded, Mr. Secretary, 
and I am very sorry that I haven 't been able to give you 
the ttme. 

B.M.JR: I don't know whether AnT of you people .b.ave 
read those three speeches, but I thouibt they were pretty 
good. COIIIIII.iaaioner Ulan, formerly ol Washington, who ia 
out tllere heard me at the press conference. He is doing 
advance work for Truman. He was kind enough to aay that 
he thought that speech and the preaa conference were the 
beat for Roosevelt he has heard aince t.b.e Campaign atarted, 
He waa ~ery enthuaiaatio. 1nd he aaid, "You get radio time 
for notlling. That 1a what burna ae." 

MR. GASTON : How is he betting? 

BJt. JR: He haa a list of Stat... He 1a getting 
even money that Roosevelt will carry California by t•o 
hundred thouaand, That 1a one of hie beta, But he baa 
hie own liat. You know, he aakes a living out of this 
betting. He ia very, very confident, There ia no question 
out West that Roosevelt will carry the wnole Paoific Coaat. 
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KR. GASTON: Well, on the general result he is pretty 
confident, is he? 

H.V. JR: Oh, yea, he says the betting ill three to 
one. ~t, of course, Winchell gave it three and a halt 
to one Sunday night . ~t he aaya the odds everywhere are 
three to one. Be has no doubts. 

Of course, I had dinner, just to gossip a little bit, 
at Twentieth Century Fox •a the guest of Mr. Skouras. 
The interesting thiag is, he had his top-flight scenario 
writers. He had three of his young stare as table decora­
tions, but they were as mentally stimulating aa flowers 
usually are. 

KR. WHITE : They mailed nice. 

R.U. JR: Yea, but I didn't get close enough. 

Anyway, they tell me there they raised a mi llion 
dollars a month for Republicans, just in the State of 
Ca!ifornia-- for Dewey. So there is plentf of money. 
&it they are working veey hard. They can t get any 
publicity out, that ia the thing. The papers just won't 
carry it f or Roosevelt. 

KR. 'A'III 'I'E : What kind of an audience was it you spoke 
to? 

R.M.JR: Ten or eleven Statea- ,.Wf..!' Bol'lda. · ·They have 
this thing in this Hotel B!.l tmore, what theJ call the Bowl. 
They ned about nine hundred people there. But the point ia, 
that in i t self wouldn't be worth while, but they get me a 
broadcast f or the whole Pacific Coast, I mean, a rebroadcast 
at four-thirty. There are five radio stations in New Orleans, 
eo when I. spoke there I had anywhere frCD fitt7 thousand to 
half a million people listening. 

)(R. miTEs Wouldn It it be worth while to duplicate 
the speech in the East? 

li.K.JR: Tbe trouble h !tel Glable oaa't 11t •• up 
that kind of an audi•o•. ilan •• Tll"J, Tll"J anld.oa1 that 
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I go to New England and do the eame thing. Ht thought it 
waa terribly important. But it Ted manufactured it--1ou 
eee, he had the New England people come down to Atlantic 
City. If he did the thing, it would be too obYioua. 

MR. GASTON: Let's eee, the drive doesn't start 
until after November 7, doee it? 

H.W. JR: No, but Alan wae very anxious that I go to 
Boston. But I think a better man than I will go to Boston, 
eo I don 't think it will be neceaaary. 

Now, I have a lot of stuff here. The t r ip waa very 
hard, but I think it waa worth while. &lt it wouldn't 
have been worth while if I hadn 't had that radio hookup. 

Ganeral Joseph Stilwell, according to ~r. Stimson, 
i a very much worried about the speculation in money, 
and he happens to have two Treasury ~eople working for 
him, Special Agent Dowling, and Spec1al Agent somebody 
elae. 

MRS. KLOTZ: Isn't that in China? 

H • .I.! .JR: Yea, but I want the Treaaury Department to 
cooperate. ~ouldn't that go to you, Herbert? 

MR. GASTON : Yea, but there ia cooperation already 
underway. There haa been a lot ot theft by inq officers 
out there, emuggling, and eo forth. That aan Dowling did 
the primary investigating in the fi eld, and now it hae been 
made into a lbreau of Internal Revenue Intelligence investi­
gation from the tax standpoint. There are thirty or forty 
of thoae f ellows. 

H.M.JR: General Stillwell baa ordered Colonel Harry 
Cooper--ia he a Treasury man? 

lffi. GJ.STOO: lie waa fonurq eupervi eing a~nt of 
thh district. He h iD town now, or •a a d&J or two aso. 

HJl.JR: Would 7011 pr.pen the ann ... to tide for ut 
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MR. GAST<If 1 Yes. 

MR. WHITE: Dou that •uggling abo refer to the 
fact that th17 are getting large eume of curreno7 out 
there and then bUJing it at the official rate, or doee 
he haTe reference onl7 to goode? 

MR. GAS~: Dowling, thh Treaeuq lUll who 11 in the 
ProToet llarehal\' 1 Office,ie the man wllo stirred thh up 
and got the letter written, but it ie both, harr,J, it is 
aone7 1111uggllng, and it ie 11111uggl1ng of other goode, 

KR. D. W. BELL: Speculation. 

KR. GASTON: Gold 11111uggl1ng end--

YR. WHITE: Such large profits could be made, 

B.U.JR: Well, that needs an answer. 

KR. GASTON: Right. 

B.K.JR: Then this ie confidential : SteTe EarlJ 
telephoned that in aa much aa the Pruident declined speaking 
at the Herald Tribune Fol'la, he hoped nobodf from the Treaeur.J 
would apeak. la &nfbodf speuing? 

YR. D. W. B!LL: Jro, but I auUIIled that that would go 
to all the other departments; SomerTell and Bin11 are speak­
ing. 

H.K.JR: It juet aaJI here that &DJ rreaiUrf people 
who might be 1nTited to participat• would al1o decline. 

)(R, D. W. BILL: · So far u I kDow, noboq 11 • frca 
th~ 1'rea IUPfo 

B.K •• Jlh t'laeo thh 11 O.•r Co:u •u .. thtaotOI'J to 
JW, •• wal4 lite to talk to S.. D.au• about olplac h1a 
up tor PIA peJ roll. • lw dcm' t .., ao. 

D. PIBLia Kot ... 
• 
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H • .M. JR: He rose to that one! It fOU inailt, or 
you (O'Connell) insist on keeping him-· 

MR. O'C<JiNELL: I would be nry happy to han Su 
work for FE.l. He haa reallJ bun worldng for th•, and 
certain})' not worldng tor ua, in the put few aontna, and 
I think that would be a TerJ duirable thing. 

H.~.JR: You reluotantly--

KR. O' CONNELL: Let's say raluotantly. 

li.l.l.JR: All right. We reluctant}J give hill up. 
But Sem haa uked to aee me, and I will aee him 11hen I 
can catch mJ breath. You just make a note. 

Now, hu anybod,y aeen Sara? 

KR. WHITE: I han seen Sem. He wanta to see 70u, 
as tar u I know, about Spain. I tbi.nk 7ou ought to hear 
b.llll . He may have scmetbing personal in addition, but I 
don't tbink ao. 

KR. 0' C<JiNELL: About Spain? 

MR. 'MIITE: Yea, the laba117 in Spain. 

H.U. JR: This is f r om Joseph J. O' Connell (refera to 
memorandum or October 16), •r.E.A. baa proposed that the 
President make a public atattment to the effect that thia 
countrr will not recognise the ac~uiaition by neutrals of 
Ge~an-owned patent and patent rights. The rurpoae behind 
the proposal la to prevent Ge~an industrial eta tram 
finding safe haveaa for their patenta. 

•an October 2, 19«, thh Govtl'llllent t onaa.Ll7 re­
CJUIIted nntral oOilDtl'iea to t&Jte tile a11nrea oallecl 
tor bJ a.aolutlaa n of tbe BrettOD Woocll oOilferiJloe. !he 
llext atep, obvioualy, h to abbe llntral o0Uiltr1ea of 
tbe we are prepared to we to llltoroe cnar requeat. 
It h ., ' ...... ,_bat .... , ..... s. WI ~~~~ 
llbelllcl bt •• ~ l'tlll .. ata et leaolaU• -nt 
- tat •..U -- ~ tellt witla .... ~ .. 
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apart fraa other fonaa of propert7. To deal with the prob­
lem piec•eal ma7 well lead to contusion, and to oaaplexitiee 
of auch a nature aa to create unauapected loop-holes. 

"In my opinion, therefore, the proposed statement 
should not be issued. If you agree, I will call Mr. Cox 
and advi ae him accordinglf." 

I am reading thia to be aure eneybod,y ia familiar 
and eveeybod,y agrees with Kr. O'Connell. 

llR. 0' C~NELL: I don't know how many have aeen it. 

Oacar aent fOU a abort note with a two-paragraph 
atat .. ent which he auggeated that the President aight 
put out wi til respect to Gel'llan- o'll!led patents which might 
be cloaked b7 aapng it meant other countries, and that 
waa our r eaction. 

I have onlf talked to the people in Foreign Funds 
Control who deal with the ABC office al l the time and 
are familiar with the patent ai tuation . 

l:l.Y . JR: You call Oscar and tell him. You might 
tell him to be getting a letter, because the man works 
for 70u. But we will r elease Sammr, do you aee? 

KR. 0 ' C(IUIEIJ..: Yea. 

){R. \BITE: Inatead of telling Cox that , wb.Y not 
have aaae of hi a a en a eet with Foreign Funds bealdea 
and threah it out, inatead of t el ling bia not to do it. 
Ka7be he baa aaae f ood arpanta. Let Scbaidt and one 
of hia aan threah t out. . 

KR. O'C<lmELLz '!'hat h all right. 
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I think we could meet your point by aayinf aub­
stantially what I said in the memorandum, but hat it 
there are considerations we haven ' t thought· of, there 
may be some point in having one of Oscar Cox 's men talk 
to him. 

But there doesn't seem to be a reason whf the 
President snould concentrate on auch a narrow field as 
the patent situation in Germany. 

Jm. WHITE: They are familiar with that. I don 1 t 
know--if you uae the aecond approach-- . 

H.Jl,JR: Well, will you still call him up? 

KR. o • cam ELL: rea • 

H.M. JR: Now, Kr. Gaston? 

KR. GAS'l'Cfi : I haven ' t anything. 

B.» . JR: Good . Herbert, would you have a look t o 
aee if there are &QY editorials that have come in? 

KR. GASTON : Yea, I have a book of them out there 
to look over . · · · · · · · · · · · · · · · · · · · · · .. · 

H.~.JR: Would you write a little note for my signa­
ture to this Kr. Fritcher? I forget hie first name. He 
ia the managing editor of the evening paper in New Orleans. 

KR. GASTON : Yea • 
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H.Y. JR : He saw me off at the airport and in the 
great excitement I had to send a message to him that I 
couldn' t say goodbye to him . He is a great friend of 
Henry' s . I ' ll address him by his first n~e and simply 
say I was pleased to see him and I was sorry I had to 
rush off the lvay I did; if he ever comes to Washin~ton, 
look us up . He is a very attractive New Dealer . wt he 
was the man vtho was responsible for cl eaning up the 
Louisiana thing on the delegates for Roosevelt. He 
took three reporters up t here to Baton Rouge and just 
sat there until he got the thin~ t hrough. He was 
formerly ltith the Cleveland Pla1n Dealer . 

Joe? 

MR . O' CONNELL : Did you see the memo I sent you 
after I talked with Ben Cohen about that matter you 
asked John and me to see him about? John wasn' t able to 
go; he was laid up. But I think the memorandum described 
it . There is nothing we need t o do . Probably nothing 
will happen. If a business man asks us whether l eave 
vlith pay is deductible, why the Bureau will tell him yes 
and tell him so as a matter of course ; but I have indi­
cated to Ben that "e djdn ' t want to take the initiative . 
We didn 1 t t hink I!Dlch purpose would be served by finding 
a business man t o make the inquiry, but if t hey do it 
~o it is clear that--

R.K. JR: I have asked you to be here at ten-thirty 
when Olrich comes in, and I thought ~ch, too, and 
Charles Bell. 

MR. 0 ' CONUELL : How about Dan? 

H.M. JR·:· He i s always welcome . 

MR. D. ',V. BELL: Okay . 

H.M. JR: I gave Dan an en~aved invitation when he 
became Under Secretary . That 1s a season pass! At 
least , while Roosevelt continues . 

D.W.BElli Aft er that time, I ' m on 11f1 on. 

1"3 
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~. 0' COtlUELL: I have nothing else . 

.MR. PEHLE : I spoke in Boston yesterday. ·.ve had a 
very good meet ing. There were twelve hundred at a 
dinner meeting; it was very large . Hirschmann is back 
and will be around t he first part of t hi s week ; if you 
have a few minutes to talk to him, it 1'10uld be very 
nice . 

I haven ' t aeythine else . 

H.Y.JR : Let's see . There is nothing pressing, 
i s there? 

JJR. Pr.::iL;: : No . 

H.U. JR: I have a number of t hings that are . 

MR. PEHLE : I ' ll tell Fitz. I haven ' t anything 
else t his mornine . 

H.M. JR: Aqy local political gossip? 

MR. PEITLE : No, I came back from the stat ion wi th 
Dave Niles . 

h. L. JR: Is he for Roosevelt? 

MR. PERLE : I think so . He see~d not too dis­
turbed . I think the jitters that have been getting 
ever;rbody is probabl y a healthy t hing, because t :1ey are 
getting out no" and really doing some pitching . 

I thought the iVhi te House analysis of the Dewey 
statement a nd what the facts were was a very devastating 
document , and they reall y got it print ed before the 
opposi tion papers . It is very, very strong. Niles said 
they are doing a ser ies of t hose . 

H.M. JR : Dewey said in the pre.ss conference that 
this is t he same as the Demo cratic National Committee 
got out . They co tldn' t get it pr inted, so t hey had to 
use the White House, which I guess is corr ect . 
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MR. O' CONNELL : I understand t hey are awfully shor t 
of money for t he campaign on t he Democratic side . 
Senator O' Mahoney mentioned yesterday that newspapers 
were not printing the .mate rial that the Democrats have 
available, and he mentioned how terribly expensive 
broadcasting time was and indicated t hat the Committee 
1vas prett:r lYell strapped . 

I Ttas als:> told the other day by a fellow IVOrking 
with Leon Henderson and his group that t he main t hing 
they are tryin? to do is collect enough money to pay for 
broadcasting t1me for t he Government speeches that Henry 
Wallace has scheduled ; t hat the National Committee either 
hasn' t any funds or i sn' t able to allot any part icul ar 
amount of money to t he Vice President for his speeches . 

I also had an invitation this morning to ~o to a 
luncheon under t he auspices of the Democratic National 
Coi!IIIIittee on Saturday. There was no indication of the 
purpose of the meeting, but I assume t ha t they are anxious 
t o get additional funds to help carry on t he campaign . 

MR. BLOUGH: Yest erday we had a meeting with some 
representatives of small business men - one more of these 
tax meetin3s . ?le are not learning a great deal any more, 
although we pick up a feYI facts each time . But I think 
it is very helpful to have t hem in. They all seem to 
feel both flattered and interested in learninz what the 
problems are . 

We are having a group· of ~rofessors of Public Finance 
in on Satut•day to see what theu points of view and 
feelings are about the matter . 

I am scheduled to l eave for St . Louis toni~t to 
give a talk on pa~er on cor?orate tax simplification at 
the American Inst1tute of Accountants on Thursday, and 
l'fill be back here .Saturday mornine . Perhaps next Tteek 
we might have some discussions of taxation. 

H. M. JR : Yes . 

Harry? 
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DR. :'ffil'l'E: Tho Indians, you remember, have asked 
for sixty- five million ounces of silver, and you agreed 
to· give them twenty. Now we are having a little 
difficulty. 

We have been selling gold to India and getting 
rupees at a lower price , and t hey have stopped doing it 
on the grounds t hat the market isn ' t favorable even 
though t he market is fifty- three dollars an ounce . 

·.ve also asked whether we couldn ' t have a man in 
India for a ;-;bile 11ho could watch t he gold market and 
maybe help us, because they were cutting down on the 
sales and they have eliminated them in Egrpt . The 
British Government said, well, they 'd have to consider 
it and he ' d be wastine his time . I said that we were 
paying his salary; why should t hey worr7 about his 
wasting his time . 

Well, they want tq talk it over . I'm mentioning it 
because I ti:ink we can do one of two things: '.'ie can 
either hold up the silver until the7 are more cooperative , 
or you can just mention it . I don' t know ·,vhich you want 
to do . 

l! . A! . JR: I ' ll hold it up . I won ' t stand for any 
nonsense from that front ~ 

DR. ~Y'rliTE : All ri~t . 

The Ar.erican Bankers Association talked to Dan 
about a month or two ago . Their committee is golne to 
be here next week, and they are going to spend three 
days studying Bretton Noods proposal s, and they are 
going to confer with us and with other people in town . 

H.ll. JR: Evei"Jthing else all right ? 

l!r . Bell? 

L!R. D. '.'1 . BEU. : Here is a letter of introduction 
addressed to you by Mrs . Roosevelt, introducing a 

1"') 
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~. Lord, who is supposed to be a warrant officer. 

B.y t he way, he has sent a number of these to you, 
Jack ~cCloy, Patterson, and various other people in 
Lown . 

?fuat he is trying to do is to get t he Ar~ and .t he 
Navy to pern.it this company ' s representatives to go into 
the various theaters and take a film of the boy who 
stands before a camera and wrltes his name and address 
of the people to whom this go es . This is all free to 
him. 

Then they send it back in the film form just like 
they send V-mail, and develop it here and will send 
it out to t he country . And it carries a bond advertise­
ment on the other side . 

. The expense of t his is paid by a sponsor like Lucky 
Strike , or something. It is nothing but a commercial 
proj ect all the way through . They came to see me in 
your absence. 

R.!.!.JR: If it is a commercial, how do they make 
money out of it? 

Mil. D. 71 . BELL: The sponsor pays for the advertis­
ing, do you see? Lucky Strike will give them so much 
!coney for this privileee . 

IT . lL JR: You mean on tl.e back - instead of "&.ty a 
Bond"- -

HR . D. '.'1 . BElL : No , no , we ' ll get that . But it 
will be right t here (demonstratinr;) , "~onsor for 
Lucky Strike" - or Camels, or whatever lt is . Just that 
little place r ight there will be the sponsor' s name . 

MR. BLOUGH : Eighty- five and a half percent excess 
profits tax! 

~. D. ·:;. BELL: But I told him that if he got 
permission of the military, then we ' d give it consider­
ation. I t is not our problem until the military makes 
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the deci sion. 

He went out and apparently called up Jack McCloy 
and said that the Treasur;r had this under consideration 
and he ' d like very much to see him. I told Jack that 
the Treasury did not have it under consideration; that 
I ' d seen this gentleman, and he had a letter addressed 
to him by L:rs . Roosevelt; that I thought he 1·:ould see 
him on the strength of t he letter and not on the strength 
of ~ having seen him. The decision was up to the 
War Department and the Navy . 

H.l.!. JR: .'Jhat is the man ' s nbllle? 

1!R. D. .'I. BELL : 1!. R. Lord . He wears the uniform 
of the Uerchant J..ari nc, and he has sixty- five days leave 
co~Jnz to him. He is taking leave to try to put across 
this pr oject . He was in the Ar~ or the r~vy, one or 
the other, and discharged for disability . Then he ~ent 
in the Merchant !Aarine . He is nov1 a warrant officer. 
I don ' t know whether you want to keep these or not . 
( Hands samples to the SecrotarJ) · 

H.l.! . JR : I ' ll take thom. 

I am voing to send word to lrs . Roosevelt to kill 
t~is stuff . I think it is a mistake . 

1"'3 

ln. D. :v. BELL: This concerns a gift of six 
thousand dollars to the Librat•y of Congress , which they. !d ... ...... . 
like to have you initial . (Refers to letter of October 11 
from Mr . l.!'ldei sh to t he Secretary) 

( Secretary initials letter) 

.'/e have been l'torking some time with the Bureau of 
the Budget and the General Accounting Office to ge t a 
delayed payday program in operation throughout the 
Governmen t service . The law requires the people charged 
with pay rolls to certify that the people have earned 
their money, and heretofore they have certified those 
pay rolls four day~ before payday and then the checks 
are delivered the morning of payday .. Of course , that 
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certification is not str'ctly legal . ~~d, furthermore , 
it costs a great deal to make t he changes on the pay 
roll of resignations, leave wi thout pay, and so forth . 
And they have been tryin~· throuzjlout the Government 
service to get paydays from five days to ten. A great 
many of the organizat ions have already adopted it . 
The '.Var and Navy are the two old- line Depar trr.ents that 
have adopted it . 

We have drawn up a scheme whereby we would start 
ours on the 22nd of November and ;1e IVould like to announce 
it no1·t so that the employees can ge t t heir arrangements 
ready . 

But t here is an election next month. I don 't know 
whe ther ;1e ' d ;1ant to go ahead ITith it or not . 

tm. GASTON : ~at is it? Is it ten days , Dan? 

MR. D • .V. BELL: Ten days, yes . 

Ult . GASTON : That meanD one-third of a month less 
money between now and Christmas? 

J.IR. D. iV . B.El.L: No, it is staegered so that we 
don ' t get up to t he ten days unti l ~rch 10 . 

l!.l . J:t: I don ' t knoll' . You raise t he election. 
'.'/ill it make the people !'avorable or l ess favorable? 

DR. '.'lhi TE : Hold pa:r for ten days ! 

l!R . GAST<ll : The:r' d be very angry . 

DR. WHITE : They don ' t catch up 11ith themselves 
until they die or quit, do they, Dan? 

H.M.JR: Known as the anti-Ruml plan! 

MR. D. I . BELL: So far t he Departments who have 
adonted it have had no unfavorable publicity, and the 
employees have not kicked . A lot of t he independent 
agencies have adopted it . 
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H.M. JR : Dan, I am in favor of doing it simultan­
eously with the Arm;r and Navy . 

MR . D. 'H . BELL: They have done it already. 

H. ~ . JR : Then it is too late ! 

MR . D. '!J . BF.l.L: Is that what you meant? 

J.m. C. S. BELL : It mieht be better to hold it off 
until January. I think that was the original idea. 

!JR. D. 71. BELL : 
monthly payday before 
new tax rates go into 

No, the idea was to get back on a 
the end of the year, because your 
effect--

H.~ . JR : I 'd start it on a calendar-year basis . 

tom. D • . '1 . BF.LL: That is what we are tryinr, to do, 
and t hat is the reason for starting' now. Now, we can 
start on December 8 . 

1 "'•) 

H.M. JR : I think your reasons for starting December 8 
are wholly convincing . 

~. D. ri . BELL: We are trying to work it so the 
employee \Till get a full payday before Christmas, and if 
we start on the eth, I ' m afraid we can ' t work that . 

H. t.!. JR: !Io announcement t hi s month. 

JJR . D. '!1. DELL: We could announce it •round tho 
lOth and start, probably, December 8. We ough l to give 
them about three weeks . 

DR. 'N'rliTE: Something I for got to mention. There 
was a meet ing in J.lcClo:r ' s office last week at l'fuich the 
Directive which presumabl:r was satisfactory here and 
was going to the British for consideration was examined 
by the British. Tho British representatives refused 
to consi der the matter here . They said that they had 
received instructions or were informed that that matter 
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would be taken up in Lorulon. They indicated, hov,ever, 
that th~ were not favorable to the Directive at all. 

They also submitted a handbook of their own for 
the per iod. There were two copies; Army eot one copy and 
State t he other . We did ~ot rece i ve a copy of the 
handbook. 

H.J.! . JR: ·.Vhich handbook? 

DR. 'NHITE : The Briti sh draft . So t here are two 
matters : One , it l ooks as t hough the Directi ve whl ch 
State I ·.var I am Treasury had aereed on here for the 
interim per iod will be greatly modified unl ess you follow--

H . ~. JR : Recind me this afternoon and I ' ll mention 
it to Cherwell. 

DR . 7T..ITE : Yes . And we also 11ould like to see a 
copy of t hat handbook. 

H.l!. JR : I ' ll get Cherwell to get it for me . I 
feel he is wholly in our corner on t his thine. I mean, 
that rlill be a good way to do . 

~. D. 7/. BEll : That is all . 

MR. C. S. BELL: I have nothlng but some Procurement 
matters which I can take up after ten- t t irty. 

H.M.JR: All right . ·:re•ll o:o r ight into Procurement . 

Harry, if you want to arrange a meetin& with me on 
t his talk for tomorro~, I could start at nine-fifteen 
tomorrow morning. · 

DR • .VliiTE: All right . 
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SURPLUS PROPERTY DISPOSAL 

Present : Mr . D. ;v. Bell / 
Mr . O ' Connell~ 
!Jr . Olrich/ 
llr. Ivnch, 
lfr . c. s. Bell J 

L:rs . Klotz 

October 17, 1944 
10:30 a.m. 

H.!l. JR: 'nte floor is yours, so to Sl)eak . Nobody 
has prepared ce other than I ·,7as to see J.!i. . Olrich. 

MR. OLRICH: I ~tanted to talk out 17ith you, 
1~ . Secretary, what 1'e started to talk on yesterday 
morning, or the other morning when you had to leave 
early . 

1"~ 

I want to recite that I have again reviewed the 
matter with every man in my orp;anization and his status 
with the company . I run referring now to the conversation 
we have had recently with Mr . Lynch, and that is that 
the Department of Justice has given no relief in the 
matter of men t hat are carry in!" on the burden of Treasury 
Procurerr.ent , Slrplus Property activity . 

I spent t~e last half hour reviewina with the key 
men in that organization their status and their future , 
and the situation is so seri ous that if that act eoes 
through as it is, t he day that the men are confirmed as 
the heads of the new Surplus Property--two directors-­
we ' ll be without a competent organization to carr;,· on in 
Treasury Pro ourement . 

And t hat goes for the top merchandising men; it goes 
for such men as Schlesinger in our Washington regional 
office and Bonnett , Sales Manager in San Francisco, 
and probably Rader, Sales l.:anager in our tfeiV York office , 
and Smith, the Sales ~nazer in Boston, and the two 
Sales Uanagers in Chicago • 
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In other l'tords , it would denude us of people to 
carey on . 

uy own situation is such t~~t the OPA has forced 
the issue , and they have p:one into courts and made us 
answer and then given us interrogatories that we had to 
answer in IT\ich the court, in reviewine their interrog­
atories, indicated that it lvo:ld give us a six months 
period in which to anS\ter the questions that t hey had 
asked us from our books . 

'.'/hen the OPA le11rned that, they changed their 
interroeatory so that we were given ninety days lo just 
get the information from our books to file an answer, 
and then given thirt;r days to prepare our case . The 
case must go to trial early in Decenber. So that means 
on December first I must be in ~nneapolis to handle 
the final matters on this case, because I will be ~Tith 
one of my associates . 

1") 

It is estimated the case will last many weeks 
because t here is much matter to go before it . The interrog­
atories they asked or us formerly V/e~e t he informal 
interrogatories that they sent me , in which I told them 
from my kno11ledge of the business it wo·..:ld take six 
months to anS~Ter, and they had the inclination that I 
was stalling and didn ' t want to answer them; so they 
forced us into court . And ~then the Federal judge 
reviewed their questions, he said it was without question 
nece ssary to t ake six months to anmver, and t he attorney 
for the OPA admitted that his examination of our record 
and our system indicated t hat the information could not 
be anslVered for a full six months. 

Now, with the neOY set-up--! am going to t he next 
ste~--of t he Surplus Pro~erty Act under the three 
administrators, all initiative in disposal of property 
is removed f r om the Director. You follo17 certain proced­
ures and regulations that they must carry out . There 
are certain orders or preferences and priorities, and 
we are already beginnin~ to feel the effect or those 
preferences and priorit1es . 
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As an illustration, ~Yhen we have had tires declared 
to us we have sold those tires back to the original 
manufacturers , so that they could distribute them through 
their dealers . The City of New York has served notice 
on us that under the Act they have a priorit,y for future _ 
tires, as they know tires will be declared in Nel'l York . 
They have indicated they will do everything they can to 
stop us from sellin~ them to manufacturers . They demand 
those tires. 

The only ~1ay we can circumvent such an action is 
to make those tires available. I mean, it simply indicates 
the first step in the breakdown of the organizatlon that 
we have set up. 

Now, step by step, that is already evidenced. The 
Small War Plants Cor?oration indicated that they were 
dissatisfied with the v1ay we had distributed trucks in 
Kentucky, and they demanded the right to buy trucks 
from us and distribute them in Kentucky aeainst our dis­
tribution. 

H.M. JR: Is that a Government corporation? 

llR. OLRICH: Yes, under Maury Uaverick. And under 
the la7r they have that right . ',Ve faced t hem down in 
that particular issue, and we showed them that every bit 
of information the;r had was misinformation and deliberately 
false state~ents, and of cou rse there are no trucks to 
sell in Kentucky . 

So t hey have raised the next step . They have gone 
to Alben Barkley, and he is raising cain now because we 
haven't enough trucks to supply to the State of Kentucky 
and he has demanded that we give the.m three hundred 
trucks. Well, the nearest trucks are in Louisiana. By 
the time you transport trucks that distance--

But I mean t hat is the indication, that under this 
law these situations are taking place. 

Now it seems to me that somewhere along the line 
someone should be appointed to succeed me . I will 
continue as adviser to you, if you wish, in this work. 
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That man should have a kno:Yledge of surplus property 
disposal, which means merchandising. In ~ opinion 

1"1':" , ) 

he should have the same title as I have, Assistant to 
the Secretar,r . He should have complete charge of that 
department. He should have three assistants, a 
Director of Procurement, a Director of Surplus Property, 
and a newly-created post under this Act which is ex­
tremely important--a Director of the Stockpile of 
Critical Materials; because under this Act it is manda­
tory that you suvervise a stoc~ile of critical materials 
of over t]ro bilhon dollars, 11'luch you will have to 
rotate, store, be responsible for, move it about and 
take charge of all of the scrap. That is mandatory. 

You may refuse to take Surplus Property, but under 
the Act you are the custodian of surplus critical 
materials . Those men ought to be men of imnortance, 
and they should report directly to this Assistant to 
the Secretary, who has no other responsibility but 
Treasury Procurement. 

Now, that man should bo sought as soon as possible . 
We have been looking for him, but ever since the Act 
was on the Hill and Congress was indicating the inter­
ference it was ~oing to put in t he Aot, we have been 
unable to recru1t a single man from business into our 
organization in any way . We were unable to get a drug 
man. ~Ve had an indication that the head of the Leroy­
Huffman Compaqy, a man who earns a quarter of a million 
dollars a year, was willing to cote donn as a druf man, 
but the minute tLis Act become known--that he co: dn ' t 
work here and go into the chemical business and deal in 
surplus, if he w:shed to--why,all negotiations stopped. 

Step by step we have had that all 
'{le have lost men in Boston and we have 
New York. Now, that is the situation . 

al ong the line . 
lost men in 
It is cri ti cal. 

H.J.I . JR : Now, l et me just get some of t hese dates 
s trai ght . You say you have t o re sign when? 

J.!R. OLRI CE : December first . 

UR. D. ~. FELL: Is t~At date definite except tor 
t he atart of t he trial? 
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MR. OLRICH: We have less than thirty days in that 
time to per.f.'eot our case. In other words, I will have 
to review this informs. tion· that they have demanded be 
presented and analyzed for submission to the court. 

h.~. JR : And that, in your mind, is final? 

~. OLRICH: Yes, sir . 

H.U. JR: Now, what is the status? I sent somebody 
over to see Jimmy Byrnes, and he.was going after the 
Attorney General . 

1~,.. 
... l 

MR. LYNCH. : Yes , sir . In the meantime lfe have had 
discussions with representatives of t he Attorney General . 
The matter is not satisfactorily worked out yet with the 
Attorney General . ~e are still in the course of dis­
cussions. 

H.M. JR: Who in the Attorney General ' s office is 
looking after it? 

MR. LYNCH : Hugh Cox, 1vho is Assistant Solicitor 
General, ordinar ily handles such matters for the Attorney 
General. 

One reason for t he delay in ~tting a final con­
clusion, we have been diseusainl 1t with an assistant of 
his--first with him, and then he referred it to his 
assistant . Now, we hope in the matter of a day or two 
to have it up with Hugh Cox, himself . 

H.M. JR : It is important enough--why don ' t we ge t 
Biddle? 

liR. LYNCH: He ordinarily refers those . I should 
think we 'd want to save t hat for the last shot, 
l.!r . Secretary. 

H.U. JR : But you have been V,Oing on now for weeks . 

MR. LYNCH: Here is what we have done in the ••an­
time--

H.K. JR: J(p' guess .aut be at leaet thre~ we11b 
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I sent you over to see B,rrnes. 

~. D. W. BELL: Tom, hasn 't Biddle said t hat you 
can look upon the Act going into effect so far as all 
these restrictions are concerned, when the Board is appointed? 

MR . LYliCll: Thnl is right. At the outset he 
gave us that assurance. 

J.m. OL.~:cn : \'lhich has retarded our men from having 
stepped out before this. In other words, the7 said they 
would continue to the til:le the Board was appointed. 

11 .1!. JR: I don't get the point of that. 

1"? 

~. D. 7~ BELL: That delays these resignations that 
Mr. Olrich has on his desk. Otherwise, these fellows 
would have gone the day the bill wa~ signed by the President: 

H.J.f. JR: When does the Board go into effect? 

l!R. 0' CONNELL: When the President appoints the Board. 

H.M.JR: That is just stalling. 

MR. O'CONNELL: Thc.t ia right, but at least it 
~ives us that much timo . He wouldn't want to appoint a · 
Board until the Con,r'ress : s here to confirm it, and until 
the Board has been confir=ed the people ~. Olrich is speak­
ing of will be under no icmedlate pressur e to resien. 

H.M. JR: But I tl-.ought we would get an interpretation 
from the Attorney General which would make i t unneoessar,r for them to resign. 

MR. LYNCH: We have a draft of the interpretation. 
We don ' t like it. It isn ' t what we expected and i t i lll't 
satisfact ory . No. , '" are teying t o get 1 t obnpd. 

• H • .ll. JR: Do TOU waat ... to pt iaW t)-:._'J.MIJi 
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lt:R. D • . 1. BELL: I think Bi ... dle is keeping in touch with 
it and he is familiar with it, because I wanted to discuss 
this Surplus Property Bill at the last Cabinet meeting. I 
wanted to ask the President if anybody was studying it with 
a view to getting it changed just as soon as Congress returns . 
Biddle said, "No, don't brin£ i.t up . Let ' s lot the Depart­
ments get together and see what the7 want in the wa7 of 
changes, and then let's rocom.;;end it jointJ..;r . " :I said, 
"That is all right with me, if 70u have it in mind." He 
said he definitely had. . 

1!R. OLRTCII: But when the employees are r:one ; they 
are gone. Today is the 17th, and the earliest date that 
an{thin~ could happen is the 14th . But it could happen on 
t hat date or shortly afterwards, which leaves us 25 days 
to do all the thine;s we want for a department that bas a 
hundred million dollars worth of goods on hand, and they 
are selling goods at the rate of fifteen million a month. 

H.U.JR: But Lfnch doesn ' t want me to get into it yet . 

MR. 0 ' CO:l!iELL : One of the reasons this has taken time 
is that not only the Treasury , but RFC, the Army, Navy, 
lJ.aritime Colll!l1ission, War Foods have, to a certain extent, the 
same problem we have , and we have been dealing with them. 

H. M. JR: How about asking Jimlzy Byrnes to call the 
agencies together ? 

MR. O'CO!~ELL : The' agencies are coming together, and 
we have been working with them at t he level just belo•v Cox 
to co~e to agreement . If we weren't able to solve it there , 
then it seems to me we wlll try to get you and ~;rnes to 
work on the Attorney General . 

H.ll. JR: P.as an7body any recommendations for me of some­
body to take Wr. Olrich's place- and t~ese assistants? 

lm. C. S. BELL: We have a J.{r. Seidemann. We would like 
to put him in there to study It !or two weeks and then go. 
on a hall-day basis until he l:U acquainted himself with it. 
He hae had quite a career in the GoTernment, starting firet 
witb the Olreotor of· the Jbi&!t• '!'hat ia hia baokP,o\Uit1l • 
.... • '81ol'etaq piHOmlil t.loo.a ot •· StUwial) 
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KR. c. s. BELL: Except, Mr. Secretarr that he 
managed the whole Three-! program. The whoie job changes, 
Kr. Seoretarr, with this new bill. 

B.Y.JR: But there ia abaolutel7 nothing in here that 
fits hia for thia job. 

KR. C. S. BELL: No, air. Aa we see the job--and I 
think Kr. Olrich will bear me out--after Januar1 1 it 
will be ney difficult to get merchandising men to come 
into the job. 

H.}o! . JR: Well, the war the thing ia now, I am going 
to aalc the Preaident to take it ott 1113 hands and mon i_ t 
out of the Treaauey. I don't want it in the Treaaurr. 
I am going to ulc him to talce it loelc, atoclc, and b&rrel 
out of the Treaaurr. 

WR. C. S. BEU.: And consolidate it with other unite? 

H.K. JR: I don't care. 

)[R, OLRIC2l.: It ahould be eat up aa a unit. RFC and 
Surplus Propertr should be eet up aa one unit, beoauae at 
the present tiae JOU are governea b7 the same set of regu­
lations. The Statu and nerrbodf has priori t7. 'l'bere 1a 
no discretion in the matter. Tbe7 have access to all of 
these things, and so to me it seems that there shouJ.d be 
a aurplus propert7 unit of i h om set up to handle tbeee 
various things so that one ageno7 would be dealing with 
the other agenor. It can be set up, but whoever heads it 
up should nave a merchandising background. He must be 
an administrator, but he should know something about mer­
chandi sing. 

HJI.JR: Loolc, Mr. Olriob se•s SJilpathetio to the 
idea, at leaat to get it out of the Treaau17 and get it 
ill •• pl&oe. Bw aboat scae'bocJI clraftiaf a letter for 
ae, JH (Olrloll), witll tlle11 peop.le'a ••• atanoe, MJiag 
tbT •• waat to 1•t it cnat of the 'fl'eaaul'J, uul, W!L here 
h tM aria toP be PrealU.t, puttllll 1 t ill ODe J4&0e, 
1aateal et ia1'lq uaree .. tou il.rteHD.t ap~ao1••· 

-
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KR. OLRICB: 1~t would be the sensible thing, because 
tne Treasury loeea all discretion in the disposal of stuff . 
All the Treasury is ie an operating agency handling surplus 
under somebody else's discretion. 

MR. c. S. BELL: Isn't this true, that all o! theae 
man you speak of, who will be goi.Jlg out unleu Section 2'l 
is changed, will go out anyway under tne new bill? 

KR. OLltiCH: Within a year or so. And they pick 
succeasore to come in. Each man has assured me he will 
be able when his reasonable time is up to find someone 
whom he has trained to carry on. 

KR. C. S. BELL: But he wouldn't be able to operate 
as he ie now Oferating. He will become a CiTil SerTice 
anplofea. Ian t that true? 

J.IR. OLRICH : A hundred percent . 

KR. C. S. BELL: So they wouldn't stay. 

H.Y.JR: Now, if tnis is consolidated into one agencf, 
wnere would that agenc7 fall? 

. YR. LYUCH: First, where it could fall, the Board iteelt 
hae authority to appoint aDf agency, disposal agency. 
There is no mention in the Act or the Procurement UiTieion 
or RFC1 eo the new Board is not com;uitted to any agency. 
It could pick RFC for the wnole job. It could give it to 
Federal Works Administration, Public Housing Administration, 
or &nfbody else wno is looking for work and who might be 
able to take over tne warehouses ae wall ae the administra­
tiTa starr. In other words, it i s an open book as far ae 
the 1ct ie concerned. 

KR. OLRICH: It could eet up ita own agena,r. 

KR. LYNCH: I t says, "Select one or more agency. w 

H.M. JRz Joe, do you think it would be a goott idea 
to han all procuranant in one place? 
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KR. O' CONNELL : .U.l diepositlon, all diaposal'l I 
~6 ~8 it you can ' t get rid of your etookpiling, beoa~ae 

Procurement has that job, but, of course, they have done 
it in a snall way--

H.AI.JR: But supposing the President pic~a it up 

bodilt? 

MR. O' CONNELL: He can do that under his War Powers 
Act. 

H.W. JR: I don ' t want it now, the way it is . I 
don't want anything to do witn it . I want to get r id of 
it. I said that if I could have this f ellow I would run 
it . I am not going to look around, have a certified 
public accountant. He may be a wonderful fellow down 
aanewhe1•e for you. 

llR. D. W. BELL: Not for me. I know him. I am 
sorry. 

R.U. JR: I know him; hie name r ings a bell ; he ia 
f ran the Red Cross . We had aanething t o do with him in 

the Red Cross . 

YRS. KLOTZ: Well, the Director of the Budget has 
always wanted your Procurement Division; after all, they 
don' t have merchandising people in there, and they feel 
they ar e equipped to handle it. 

KR. LYNCH: I think the¥ would like to sit in a 
rar,f ied atmosphere and dictate policy and leave to somebody 
else the whole problem of wor~ng it out. 

R.Y.JK: Look, gentlemen, I don't bluff. If Mr. Olrich 
could have stayed with me, fin~ and dandy. He can' t ! 
!11 r ight. Now, I · am telling you people, I want you to 
fix up saae letters for me . Do you see? In tnem we will 
eay that in Tiew of this business, and in Tiew of the 
situation, we feel that all of this di sposal of eurplue 
property snould be in one agency, that the Board can 
decide what agency it will be . We are not 11.aldng a recan­
mendation ae to where it should go . That ie up to thia · 
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new Board. But let ' s get it out of the Treaau~. And 
in the interest of good management and good bus1ness, 
there ahou!d not be three different agencies having 
disposal of property. 

MR. c. s. BELL: There ie a danger that they might 
put it all in the Treasury. 

22? 

H.M. JR: All right, we will erose that bridge. They 
won't . I tell you I won't have it . !!ter election there 
are certain t hings I want to get rid of, and certain t hings 
Which will come back to me. There is certainly going to be 
a New Deal unscrambled both ways as far as I am concerned. 
Kr. Roosevelt wants me to stay here . I am not foing to be 
doing all these unofficial things and having al these 
agencies down on me. Thi s is eomething I want to get rid 
or; it doesn 't belong here . It has nothing to do with 
tne stuf f I have been talking about, interest rates, re­
funding of public debt, and all the rest; it is just aa 
far removed as black from white. It doesn't belong here 
and this is a good time to fix up aome letters , 

YR. OLRICH: The reason I say ¥OU are ri~ht , ~r. 
Secretary, is because unless thi s bill is admitted, it 
ia going to be the worst headache in Government because 
there is no control of it . You do what another agency 
t ells you to do. You exercise no discretion or jud~ent, 

H~. JR: Please take time enougn with these people 
here. Kr. Dan Bell should give it as much time aa he can, 
because he is very good on this stuff on account of hie 
experience. in the Bureau of the Budget . But eo there will 
be no misunderstanding, I will hold you reaponaible, Charles, 
that I get the letter, telling the President of the United 
States to go on tne aesumption, "Look, even if we get a 
ruling, these f ellows aren't going to stay with me." 

MR. C. S. BELL: No, air. 

H.M. JR: And even if they can, you can't get any new 
blood, can you? 
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KR. OLRICH: No, air, not very well . People want to 
go home. 

2C1 

H.~.JR: ind let's put the thing so that it can go 
to one agenc{• that this new Board should have the decision 
as to where t should go. I don't think I should tell the 
President where this new Board should put it, but at least 
I can recommend three agencies to be consolidated into one. 

Now, let's say that that is good government. I take 
it, it is. Now, what about the buying end of Procurement? 
Where can that go? 

lCR. C. S. BELL: That might remain just where it h . 
It is operating a Little more amoothly. 

llR. OLRICH: They have it running snoothly, but at 
the same time, I feel that if that organization continues, 
there should be even with i h magnitude an auiatant to 
the Secretary that ia actively engaged in doing that. 
Your vresent problem of irregularities in management--and 
I don t mean financial irregularities--is due entirely to 
the lack of managerial ability and the fact that nobody 
traveled the field and put the house in order. 

H.M.JR: Kay I iuat aay something in the confines 
of this roCllll? I don t want anything in the Treaaury that 
isn 't straight fiscal, domestic and foreign , after election . 
I want to get r id or these things . There are certain 
things that I very much want to have cleaned up as 
between ourselves and the other agencies. I th!nk I have 
already spoken to you about this . 

· .lm. D. W. BELL: That is right. I am thinldng about 
it. I haven 't done much work yet. 

HJl. JR: ind this thinf of barbed wire, whether it 
should have four prongs or hree prongs, and the construction 
of an oil well refinery for Russia--those things are just 
foreign to what I ahould be doing. ind after&leotion, I 
want to lay thou thinge on llr. Rooaevelt' s lap and aay, 
"These are the thinge that don't belong to the Treuu17, 
and here are the tnings that do.• Do you aee? ind a lot 
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of tbinga should came back here, in ay opinion, including 
the Budget; it should be put back to ita original po1i ti on 
in connection with the Trea1ur,r. 

MR. D. W. BELL: And in a little stronger position 
than it waa before. 

R.M.JR: .And the &reau of the &dget should be 
back in the Treaaurr. That ia where it belongs. 

KR. OLRICH: Yea, air, that is sound organization. 

B.Y. JR: And thia whole buainesa--SEC ahould be in 
the Treaauey. 

YR. D. W. BELL : That ia a headache t hough. 

R.M. JR: All r i gpt, but we swap one for the other. 
I would like to put the tbinga which should be in the 
Treuuey in the Treaeury~ which are etri ctly financial. 
FDI C should be consolidated with the Coaptroller. I am 
just throwing theae thlnga out which are logi·cal, and I 
aon't need any Brookings Institute to tell me what should 
be in the Treasuey and what ahouldn' t be in the Treasuey. 
All of these lending agencies should be superTised by 
the Treasury, the way we originally baa thea; Hame Owners 
Loan and all of those tbinga should be under one great big 
corporation of which I snould be chairman of the board. 

YR. D. W. BELL: I think you ahould be back c.n the 
Federal ReserTe Board. 

R.W.JR: Well, that ia tne kind of thing I would 
like to haYe. And pleaae don't mention these things 
out1ide, but thia kind of thing I want to get out of. 
There are a lot of things I want in. There are a lot of 
difficulties and headaches, but they should be in the 
Treasur,r, and I am not going to haYe an iaaistant Secretaey, 
because he won't have the time, and I haYan't the time to 
worry about thea. I aeant what I said, if tnia thing h 
buated up, I aa going to get rid of it. Fran.kly, I aa not 
going to worrr about getting anr head for it . 
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llR. D. W. BEU.: I hate to turn onr such a bad organ­
ization to aamebod, else. 

KR. OLRICH: I am afraid you will han that rerfected 
before you turn it over, because we are cleaning t up 
pretty fast. We have two more offices to clean up, and we 
are in it, and there was some pretty straight speaking 
yesterday in the Boston office . I only have to get a bead 
for the New York office and I think we will have cleaned 
up your offices. That is why I want this man Fox, if I 
can get him, to put in as an auditor; then I will have a 
job done, and I think you will not be ashamed of the organi­
zation when you turn it over. 

KR. C. s. BELL: I t is possibly in better shape tQan 
any of the other unite. 

B.M. JR: Well, anyway, the two Wr. Belle, please get 
busy on what I have just been talking about; this Procure­
ment thing is part of tne picture. It is the responsibility 
of the two Mr. Belle to give me something in writing. I 
would like it to look just as thougn I said to rou people, 
"Here you are, two experts in the Government, g1ve me a 
report that I can sana to the President, that if you 
start it new"-- I mean, if t.nis were ' 33--"what should 
belong in the Treasury. • And I •ant that. I know pretty 
much myself. After all, the President took seven different 
lending agencies and made the Farm Credit out ot it. I 
pulled the things all in . But Farm Credit, RFC, and all 
of these lending agencies should be supervised by the 
people who have to raise the money. 

The time will cane when I have to face an audience 
who will say, "M6i t a minute, Mr. Morgenthau, you say 
that ninety- five cents out of every dollar goee into the 
war, but how much indirect money ie there"-- if Dewey were 
smart--"of the taxpayers ' that goes for this, this, and 
thi a?" 

Do you know what John Fahey is doing these days? 

MR. D. W. BELL: i little bit; be isn ' t doing much. 

Regraded Unclassified



0 - 15 -

H.K.JR: No, be is sitting up in Boston . 

llR. D. w. BELL: But they are doing a very good job 
of liquidating the Home Owners Loan . 

H,}1, JR: But does anybody supeni.se them? · 

llR. D. w. BELL: No, the7 have a board down there to 
supeni se them. I certainly confer with t hem on thei r 
financing. We have a pretty good liaison, llr. Secreter,r. 

H.V. JR: But I am again saying bow I feel, and I 
want the thing f or the day af ter .electi on . 

KR. D. W. BELL: Of course, it isn 't wrong f or the 
Treasury to have control over expendable property. Koat 
textbooks on the subject have considered that u cash 
and it belongs in the Treasury. That is the way your 
Briti sh system i s set up. 

H.M. JR: What are you referring to? 

2"') 

llR. D. Vi , BELL: I am referring to supplies for the 
various departments , That is the British system. They 
have control over money t hat i s spent for all the supplies 
of the Bri t i sh Government . 

H.Y.JR: But whenever it got tough, we always would 
ai~ a piece of paper and say to the Department of Agriculture, 
"All right, you have kicked ao much, you go ahead and buy 
your own atutf . " Somebody else kicks and you say, "All 
right;"you don't want a row, ao you let him buy hie own 
etui'f. That iB what baa happened. About all we do 1a 
buy pencils and paper and a few odds and anda . We don' t 
do the buying for Ickes , 

llR. D. W. BELL: Yu, we do. 

YR. C. S. BELL: We could still maintain financial 
control over Procurement, 

VR. D. W, BELL: on, yea . 
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MR. O'CONNELL: We ha~e no control o~er disposition, 
anyway, in this legislation. 

llR. OLRICH: All you are under this Surplus Property 
Act is an operating afenc{· receiving supplies and di•­
tributing those suppl ea n the manner in which the{ 
indicate to you. You ha~s the right, up to a certa n 
point, to sell it to the public at certain prices, but it 
is removed from you in so many different ways that it ie 
a headache, and we have begun to feel the force of those 
already. We have requests !or property to be donated, 
concessions and preferential treatment. 

H~.JR: I am going to ask 10u to excuse yourself, 
and I am goin~ to aek these other people to stay behind. 
I have your newpoint. 

llR. OLRICH : All right, air, 

(Mr. Olrich leaves the conference. ) 

H.Y. JR: Look, what I want to aay is this- -and it 
will shock you people a little bit, see? I am not going 
to appoint a lot of people and have an organization . I 
am ferfectly willing to let this thing, the transitional 
perlod, just be to the point that I have nobody. In that 
way, they ha~e to take the thing of! my hands. 

If, on the other hand, I ha~e what he eafa here in 
the beginning- -because he wants to fix the thing up eo I 
won't hold it--but I wasn't born yesterday, I will have 
no successors, and I will have no heads of the t~ng, 
and I am perfectly willing to l et the thing disintegrate. 
It gate to the point where I c·an' t get anybody, Now, I 
have seen it. But I am baing very honest. I ha~en' t the 
time in the next thirty days to spend on this thing. I 
just haven ' t the time , I didn't ha~e the time thi s 
mornin~! but everybody is high-preeauring me to see tbia 
man. ~l right, I have seen him . 

KR. D. VI. BELL: That ia the picture we wanted you 
to get. 
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H.K. JR: What I am saying ien't eo ehocking, becauae 
you haven't anybodf, 

YR. C. S. BELL: No, air, you couldn 't get anyone. 

H.M.JR: So I am going to be a little bit over­
honest, and I can say, ·~onderful, go on and look for 
people . " Well, you give me Seidsnann , I won't buy 
Seidemann. 

KR. D. W. BELL: No, I would have to disagree with 
Charlie. 

H.M. JR: J.ll right, I woul d.n't buy Seidemann, either. 
I am t elling you fellows that we will carry on and let 
this thing go and simply say, "Here ia the situation; 
eauebodf lias to do these things. I han many aore thinge 
which are more iapor tant . " We can argue about keeping 
the buying end of Procurement in the Treaau~. I mean, 
my mind is open on that, but on thia Procurement buaineu, 
let it go into one place, and let the new Board eet thia 
thing up. After all, we recommended a veto, didn' t we? 

KR. D. W. BELL: Yea • . 
H.J.I . JR: I have been thinking on this thing, nen 

though I haven't seen Olrich. I nave m:r nto. I aa 
all right. He can 't get the people. 

Take i t the other way. Char lie, go out and get me 
a man . You will get me Seidemann . 

KRS . KLOTZ : He aa)'a himself be can' t get any bod,. 

llR. C. S. BELL: Not a merchandising man. 

H.M.JR: Then I will do it the other way around and 
say, ~ow, you get me aamebodf. " But I am alwa7a honest 
with you people • 
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MR. c. S. BELL: I think everyone ie in agt'esent 
that this becanes a CiTil SerTice organization with the 
new bill. Isn 't that true, Joe? 

2 ') 

MR. O' C<IfflEIJ. t Certainly the control il in the Board, 
and it probably would haTe to be at the leTel at which 
the agencies are operating and with the restrictions that 
we haTe . 

B.M. JR: ill right. I don't want to be bothered 
with it . I am willing, whan Mr; RooeeTelt is re-elected-­
after hie re-electio~~ if he wants me to eta;y--he has 
indicated to me that lie does twice now-- I want to ata;y 
on the basis ~hat I can apend my time on fiscal matters 
and I can do a job, and I know that I cannot do this job 
for ILl'. Roosevelt and my country, unleu I have far more 
control of the fiscal and or the GoTernaent than I haTe 
now. I haTe to haTe it. And I cannot raise 1ixt;y billion 
dollars for twelTe months after V- ! da;y, unle•• I haTe 
tar veater control. This isn't a grab of power but I 
haTe to raise sixty billion dollare twelve months after 
V- E day. ibat is five billion dollars a month that I haTe 
to borrow. In other words, to do that, I haTe got to be 
able to control this situation, which I am not able to 
do now, and .noever ie here ha1 to be able to control it. 
And I have to do it openly. I can't constantly be in 
fights with all the other departments wno have to do with 
lending the money. lol;y God, they make a camni tmen t to land 
two billion dollars for reconstruction in France. Yr. 
Hull aif.e it; Mr. Crowley eigne it; a.nd Yr. liarr;y Hopkins 
eigne i • The Preeident eenda it oTer to me, and I ea;y, 
"Hold it up.• Be holds i t. Supposing he didn 't. There 
are two billion dollars. ETertbod¥ ie sore. They teed 
the prue. 'l'he7 undermine me publicly. But I am doing 
what my bon wanh, and I will continue to do it u long 
ae I am here. But .l can't do it indefinitely because 
they undermine me, or try to. They hann' t ;yet. 

Now, if I am going to hold up a two billion dollar 
appropriation, I want to a&f eo publiclf. I aa not going 
to e1.o it on thie infol"'l&l baeit, and I am tryi.ng to drive 
it haae to ;you ft!lowe. It i• a damn ai~t acre important 
than thi a thing. This ie important to hill ( Olrich) , but 
it ia n~t important to me. 
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But what I am. talking about ie you people here with 
me; we can't sweat and tight all the tille behind the 
scenes. And to do this borrowing program for the eighteen 
montha--twenty- four months--of the Japanese war is going 
to tue--the aan who site in this chai r hast o han oc:aplete 
financial control of this Government. And I cannot do the 
job unless I have it. 

And I am telling you f ellows for God' s sake, get to 
work and give me a program that I can lay on Mr. President's 
desk and say, "On the basia of this, the Secretary of the 
Treasury has to borrow so much money. " That ia the ollening 
sentence. "And in order to do that and face the publlc as 
your representative, he hast o have thi s authoricy." Don 't 
let's kid ouraelvea . You can't do it . And nobody has 
the time and the anergy to al'tlaya do thla fighting benind 
the scenes. And beli eve me, if I couldn ' t tell it to hia-­
any proreasor at a university, or a student of finance 
knows it . I have kept my moutn abut. Now, 1 want to put 
it down. I don't need B. Ruml to tell me what to do, or 
somebody else in the National Cicy Bank. I know what I 
want . You fellows know what I want. Now, give it to me. 
This is just a sym{ltam of' the disease (refers to Olrich) . 
I know I am repeat1ng myself. 

Whoever is Secretary of the Treasury for Mr . Roosevelt 
and has to face this borrowing and this period of the next 
four years will have to have certain def1nite olean-cut 
financial controls in order to do the job. Now, I want 
you to put it down on the basis of the borrowing program. 
You (Mr. D. W. Bell) and you tMr. C. S. Bell) and everybody 
get in on this thing. 

(The Secretary holds a telephone oonversation with 
Secretary Stillson, as follows : ) 
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Hello. 

Hello . 

Henry telling. 

Yee. 

How are you? 

How are you? I'm -- I'm ••• • 

I ' m tine. 

October 17, 1944 
ll:l5 a.m. 

I ' m very well. I -- I am a member ot an 
organi~ation which I was put in by the 
President 

Yee • 

•..• handling a very aeoret matter and I have 
$12 Million in checks that I, tor security, 
would like to put in the Federal Reserve Bank 
in New York. 

Yea . 

That can't be done without your consent and 
your authorization. 

Yes. 

Are you willing ·to·g1ve t hem to me without 
asking questions? (Laughs) 

Well, now, let me jus t think a minute. We've 
had other things eimilar to thla. Hello? 

Yea. 

And they've always-- your Department baa 
alwaya told Mr. Bell and me what it ia. 

Well, this ia one that ia ao much more aeorat 
than anything else that I 've ever had that I 
don ' t teal abl e to do that. 
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Uh huh. 

I - - I 've had to take the eame attitude towards 
the head of both Houses of Congress. They 've 
taken 1t -- taken my word that 1t was that. 

Well , oan I-- it ' s euoh an unusual request-­
oould I turn it over in my mind? 

Yea. 

I don ' t understand the process anyway. 

No , it 1 S , ••• 

I mean , won't the Federal Reserve know wha t it 
1s? 

No. 

What? 

They'll know the name of the depositor that's 
all. 

But I mean they won ' t know where the money goes? 

No. 

Well , after all, I'm Ju st thinking out loud - ­
uh --I won ' t-- I mean , if the Secretary of the 
Treasury can 't be trusted, he oughtn't to be 
Secretary of the Treasury. 

Well, I don ' t-- uh --Henr y ..•• 

I don 1 t oare bow secret it is. 

Well-- well , then I won't do it that way. I 
can't do it then. 

I ' m obliged to follow a rather narrow path. 

Well , it-- if it ' e - - I don 't care how eeoret 
it is, if the Secretary of the Treasury oan't 
be told, then he'd better get another Secre tary 
of the Treaeury. 

2 ") 
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Vall , Henry ••. . 

What? 

Suppose the Speaker had ea.1d that to me. 

Yeah, but h e 

Suppose that several other .• . • 

Yeah, but I ' m the chief •••• 

••.• high ott1o1a1 members ••• • 

Yeah, but I'm the chief t1soa1 ott1oer ot the 
~vernment. 

Well, this 1s - this 1s not Treasury money. 

But you need my permission . •• • 

Under the rulee tor that particular prooeea 
only t o put 1t in a certai n bank over there. 

Yeah. 

I may have to put 1t 1n some other depository 
1t you won't consent to that . I' d prefer to do 
1 t w1 th the Federal Trust. 

Well - - but that-- I - - I mean you've put up 
something • ... 

I'm awfully sorry to shook you but 1t1 a • ••• 

I mean, he - - that ' s the way I feel, Harry. 

Yes . 

And ae I say, I don 't care -- I ' m perfectly 
wil ling -- you coul d tell 1t Jus t that way t o 
the P.ree1dent. 

I won't go to him. I won't bother him. 

Yeah. I mean, I don't care how eeoret 1t 1a 
it I can ' t be trusted t hen be ought to get a 
new Secr etary of the 'l'reaaury. 

Regraded Unclassified



• 81 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

S: 

HMJr: 

8: 

RMJr: 

8: 

- 4-

I -- my answer to that is I don 1 t think you 
ought to teal that you ought -- that :you 
ought not to be trusted in a matter like 
this. 

I don't think you know how much your own 
people tell us. 

Yes , I do. Oh, well . 

Yes . 

I can't do it. 

Well 

I - - I 

Hello. Well, I'll give you an example. 

Yea. 

When Mark Clark went down in the submarine 
there to get the gold 

Oh, yes, I know. 

and .... 
That wae nothing to thia. 

All right. Well, an;ywa:y, you 1 ve a eked me 
a question •••• 

All right. 

•... and I ' ve given you my answer. 

All right. Good bye. 

HMJrt Bye. 
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H.Y.JR: It ia eo aeoret he can't tell me what it ia. 

KR. D. w. BELL: Well, they don't tell us, of course, 
the final details, but theJ tell ua what thef want with 
thia aoneJ, whether it should be forti~ coins or U.S. 
coina or Britiah coina, and what kind of aone7 th17 want, 
and we get it for thsa. We de11Ter it to whereTer the7 
want it. We do it ner7 daf. 

21r; 

~. KLOTZ : But JOur cue ia right. It the Secretary 
of the Treasury can't be trusted, they should get another 
Secretary of the Treasury. 

H.M.JR: Somebody wante a deposit in the Federal 
Res ern Bank. lie sajB he will do it same other ny. 

KR. D. W. BELL: The Federal Reaene Bank, I hope, 
won't take a deposit without the approTal of the Secreta~ 
of the Treaeuey. 

HJt.JR: No, he eays he baa to get my approTal, eo 
he says he will do it through a priTate bank. 

MRS. KLOTZ: But it atill needs JOUr approTal. 

H.M. JK: No, he a&JI he do11n' t. He aaid, "SupposiAg 
the Speaker of the House took that atti tudet• 

I aaid, "Well, the ~pealcer of the House i 1111' t a fhcal 
agent of the GOTerument. 

MR. D. W. BELL: He can't nan deposit the aODIJ in 
the bank w1 thout the appronl of the Seoretaey of the 
TreasUI'J• 

B.M.JR: Hllli'J Stiaeoo: .lnd he WOD 1 t traet ••· 'l'o 
hell witn Ilia. I aa lioi: and tirecl of it• uqwq • 

. IIRS. ll.O'n: Suppoliac ~t •• ta. otla•• _, .... 4 • 

. ~Jl.J&a It h in Hpi'Cl to ... allltuJ tM•I• 

DS. D.O!II 1Jaal4 rota l't aa~M&lt 
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H,K,JR: Well, he haa the answer, I will make fOU a 
bet now we find out what it is, 

MR. D. W. BELL: We will know before it ia onr, 

KRS. XLOTL: You han got to lmow. 
how he can work if fOU don't. . 

I don ' t undsratand 

MR. D. if, BELL: We han had dozens of them in the 
last two week a, 

Let me eay that I agree in general with what fOU 
aa7 about what we should do, and oertainlf we ought to 
get rid of Procurement enntuall7, but I doubt if we are 
doing the Preaident a real. aeMice in juat aapng to him, 
"We 'don ' t want tnh.• 

Now, I think we ought to get together with t.he other 
departments and anow the Preeident wherei n tne bill ia 
unworkable, and he ie going to get into his point t or 
accepting this bill, so an att.apt ougnt t o be made 
imnediately to amand i t so it ia workable. Then I think 
that Olrich' • orew that has cau in would pr obabl7 s t ar 
for a year or two enn tnough we had t o adminhter it under 
the nn B!.ll. We could get along, and under the nn progn.a 
r ou han, f OU could t ransfer the wnole t hing to whatenr 
the Preal dent wanta. 

KR. 0 ' C<JiNELL: !Ten under a better bill a good argu­
aent could be made at sau tiae tor baring surpl us pr opnt7 
disposal all lwldled b7 one agency. 

KR. D. W. BELL: I .. talkin1 a bout both diaposi ticm 
and aoquili ti011. 

IIR. O'CQIIILLa I tbtak roa ban to out thea 1a two·. 
the ara-eat tor Jaariq APplaa 'propert7 tliapo•l 1a •• 
apaq •'-• trca tlae lepalatlOD. loa ooalil clo tllat 
1dtboiat DIOIIIU'llJ tl'aaafuriq JOill' proOIII"•eat flaaotlODe 
loa .... tat •• 11r ••U, llaiia& tu Bae1'4 clMicle llbat •• ., .w. u.,... itt ~ ,..,.... 
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Tne other one, the Procurement DiTiaion--getting rid 
of this stockpiling !unction requires a different technique. 
In the first place, it would require action bf the President 
in the War Power• tot, which can't be de!init Te except ae 
approTed b7 legislation. Thw two tnings can be kept 
aeparate. 

H.lt.JR: I aa !ullJ in accord with Dt.n, but that 
doeen't sa7 7et that theee thret procurement agenoita 
shouldn't be in one place. 

KR. D. W. BELL: No, I am eayin~ just write a letter 
to the President and eay that we aon't want it. ib&t is 
one thing. But we ought to be helpful. 

H~.JR: You could write h1a a letter right now, 
allowing h1a bow the tiling. could be aaended. 

KR. D. w. BELL: &t I think this meeting ought to 
take place r ight soon . Out o! that meeting aboula oaae 
a joint recommendation. 

H.M.JR: Are you in on thie? 

KR. D. w. BELL: No, but I brought thie up w1 tb Biddle 
and Forreatal, I think it wee. 

H~.JR1 How are JOU going to get a aeeting'l 

MR. D. W. BELL: I think Bfrne• ought to call it. 

B.M. JR: Row are JOU going to do it'l 

KR. 0' CONNELL: We will be read¥ in a daJ or two. 

MR. D. W. BILL: Bl.ddle wutl to get togethu with the 
otAer departaentl a.nd aee 11bat ou be clone. 

B.M.llh I d.a't -.Dt to ~t the Preald•t .a a hot 
apot, bat I lhowecl bill how I felt llila w ••t bill tla• nto. 

D. D. W. BILLa Blat, ..,....u,, at .. ucltr pr•a~Vt • 

• 

Regraded Unclassified



0 - 23 -

0 

B.U. JR: He neTer ••• it. 

KR. LlNCH: Ob, JU, he did. J o ouple o! phraaea 
were taken trOIIl it in t.be etatement. 'l'hat 1a the one 
consolation we .bad, Kr. Secretary. 

H.M.JR: All rigbt . 

' 
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Go ahead. 

Hello. Yea. 

Hello. 

Horgenthau. 

Good morning. Halifax here. 

How are you? 

How are you? 

Fine. 

October 17, 19~ 
11:30 a.m. 

And all your family, are you all right? 

I'm quite all right. 

Good. Have a good time? 

No , but 

Useful. 

••.. usetul. 

Good. Well done. Look here, I called you 
up first ot all, I'm awfully pleased and I 
hope you are that our two friends are coming 
to see you and •.•• 

Right. 

•. • • that's much better, isn' t it? 

I think eo tor the t1ret time. 

I think eo. I have been advising them to do 
that and I ' m very glad they've decided eo. 

Yes. 

And you' ve decided ao. 
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I'll have nobody here but Rarry White. 

Good. Now, the other thing I wanted to ask 
you wae: I thought that I would like, 1t 1t 
was all right by you .... 

Yea. 

to try and get a t ew ot the people on 
all si des who are mixed up w1 tb th1e to coma 
and Juet dine quietly one night.- I might 
split them up 1nto two parties po ssibly--
1n a week or ten days' time. And I was 
planning a li ttle dinner on the 26th ot 
Ootober •.... -Yea. 

which ls -- which 1e Thursday. 

Yea. 

And I wonder whether you could come to that. 

Yes , I ' d be very glad to. 

And I thought I 1 d have a rather -- a mixed 
group. It will be rather -- might be a 
lavish party but people go away when they 
like. 

Yea. 

I thought I 'd get -- try and get some ot 
your people and some ot ours and mix t hem 
in a bi t together. 

That would be very nice I think. 

It wouldn 't do any harm would it? 

Oh , I think it would be helpful. 

Good. Well , then 1t you are tree, Will you 
note that? 

I I have. 

I 
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I 111 send you a formal thing to confirm it. 

It's not necessary. 

The 26th ot Ootober. 

Just it you ' d give me the time. 

Eight. 

Eight. 

And dress or not, aa you l1ke. 

What w111 the others do? 

Well , I think soma will dress and -- but I 
shall tell them all to -- to do as they like. 

Right. 

Whichever you like. I •... 

Well •.. . 

I t I've had a beastl y day, I sometimes like 
having a bath . 

I sometimes t ake two baths a day. 

Well •... 

I ' m very extravagant. 

You please yourself about that. 

Right. 

And anyhow, I ' ll look forward to seeing you. 

Thank you. 

Only men. 

Right. Now, may I ask you , this Mr. Sinola1r 
who was here, is he the Mr. Sinclair who is in 
char ge o! producti on? 

Yea. Be -- he is Sir Robert. 
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Sir Robert. 

Sir Robert Sinolair. 

Yea. But they're not bringing him this 
afternoon? 

He was here. He won't be with you this 
afternoon. 

He will be? 

He will not. 

He will not be? 

No . You're only having Keynes and Cherwell. 

I see. 

Sinclair was over here for sometime doing the 
job t hat Henry Self is doing now. 

Yes. 

And he, now, has gone back -- Sinclair has 
and is number two to Oliver Littleton. 

Oh , he's number two to Oliver Littleton. 

He. is the head of his office. 

Right. 

And when he's not doing that , i n peacetime he 
manages Willsey 's Tobacco-- cigarette making 
at Bri stol. 

I see. 

He's a very nice fellow. · 

Now, you have another Sinclair. No w, he 1s wha t? 

We had another General Sinclair. 

Bu t isn't there a Sinclair in aircraft? 

What? 

2 ..... .., . . 
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Isn't t her e another Sinola1r that has a very 
high posi tion in your Government? 

Archie Sinclair. 

Yes, wel l , that ' s 

Sir Archibald. 

That ' s-- that's what I thougbt. 

He's M. P. , Secretary ot State tor Air. 

That' s right. 

Leader ot the Liberal Party. 

l know. 

And owns most ot Caithness in Scotland. 

Well, these are two quite different people. 

Yes , quite ditterent -- quite ditterent. 

Right. 

Yes , you mus t never mix them up or you won 't 
please either. 

Wel l , I know Sir Archie but I didn't-- I haven't 
met this other gentleman. 

But you ' ve met -- you ' ve met Robert Sinclair . 

Have I? 

Oh, you 
betore. 
came to 

I see. 

must have met him when he was here 
You won't have met him this-- he 

see Har ry White. 

Keynes brought him t o see Harry White while you 
were away. 

Right. 

But I think you will have met him. Any bow, you 
won ' t be meeting him this afternoon. 
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Right. 

But no doubt you Will be meeting him and I 
would very much like you to have a talk with 
him sometime 1f you could make it. 

I oan. 

Right. 

Thank you eo muoh. 

Well , good bye then. We shall -- I'll mark 
you down for the 26th. 

If you please. 

Good. Good bye. 

221 
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Hello . 

Hello there. 

How are you? 

Fine. 

October 17, 1944 
ll: 57 a.m. 

Well, while you try to take care of me on my 
trip out there, you evi dently don 't have very 
much influence over at the War Department. 

1-/hy? 

Well , I talked to this General or Colonel or 
whatever hie name is after you did and he said 
that he could get me r eservations the following 
morning out or Dallas. You see? 

Yes. 

And he put it on such a basis that i t made me 
reel as though I wa s aski ng for somethin« that 
I shouldn ' t eo-- and he also told me heTd have 
an officer meet me at Dallas. Well, nobody met 
me at Dallas. When I saw that he didn ' t show 
v~ry much interest, I Just made my own arrange­
mente and went through that night, changing to 
three different linea. I went from Eastern to 
Braniff . to American Air Lines. 

Well , didn ' t he have-- didn't he have the 
reservation for you? 

Oh , he had the reservations the next morning. 

Yes . 

But I didn 1 t use them. I got my own and went 
through the same night. Then I asked him 
about how could I get back and could he get 
me baok and he said he ' d have an offi cer meet 
me in Los Angeles. Well , nobody ever met me 
in Los Angeles and I made my own arrangements 
about getting back. And ..•• 

2
,..,.. . , 
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Well , I'll tell you the whole trouble was, I 
guess , tha t they di~n 't 

Yee. 

We didn't just order lt out . That's what I did 
and then you let them soft-talk you. 

That' e right. 

That's what the whole thing was. 

'.4ell , I should have -- yeah, but 

Well , I ' ll call them up now and give t hem hell 
about 1 t. 

Well, 1t was -- I mean 1t --I-- you put 1t 
right -- I let them soft-talk me. 

Yeah. 

Because when people tell me - - you know -- and 
all this -- they never send a plane out or 
Washington and describe how difficult it 1s . . . . 

Yeah. 

Well , that's that, but -- but a t least he could 
have had an officer ehow -- make a call in Loa 
Angeles , which he never did. My God, they 've got 
plenty of them around there. 

Certainly. Well , I' ll dig that up. I ' m glad you 
t old me. 

Because I only asked, I think , what I-- well , 1t 
was a reasonable request and certainly you were 
very kind. 

Certainly, you're entitled to it. 

And-- that's what you said -- but 

You are. 

But you didn't get an execution from the War 
Department. 
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Well, the poi nt ia I would have if I' d have atuok 
to my order. 

That's right. 

But they -- they kind o f soft-talk -- eoft-eoaped 
you there . 

Well, no , they •. .. 

I ' ll Jump on them t or that. 

You mi ght be interested in 
'N'ar Bonde 

Yeah . 

! went out there on 

.. . • and this insurance man -- what's hie name - ­
used to be Commissi oner here 

Yeah. 

The tellow that be ts all the time, you know. 

Uh -- uh • ..• 

A great betting f ellow. 

You mean Allen? 

Allen. 

George Allen. 

Well , he heard my talk and came to my Preee 
Conference i n Los Angeles . Hello? Allen. 

Yeah. 

And he said .that he thought t hat my talk and my 
preee wee t he beet he ' d heard for Roosevelt einoe 
the election started. 

Good. 

I thought you might like to know that. 

Yee , I am. 
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And it •... 

Row did you find everything? 

Very good. 

Yeah? You don ' t feel discouraged at all, do you? 

Not at .all. 'l'be Preaident baa the whole West 
Coast in h1e pocket. 

Good. That's tine. 

And these fellows know-- and you know Allen's 
pretty shrewd. 

Yea, he ie. 

And he 's very confident. 

Yeah. All right, air. 

Bu t I did want to -- because I -- thls was of ficial . 
I t wasn't anything else and •... 

Yes. 

.... you descr ibed it. He just talked ms out 
or i t. 

I know, I'll -- I'll give them hell. 

But I wanted you to know what happened. 

Well , I'm glad you d1d. I'll -- I ' ll take oare 
or that. 

Thank you. 

I ' m sorry it went that way too . 

Well , it worked out-- it eo happened that they 
d1d fi x the plane - - hello? 

Xeah. 

And they flew 1t out that night and it got ther e 
and they were able to brlng me back. 
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Yea. 

So it worked out all right. 

All right. 

The Coast Guard came through. 

Yeah. 

God bless Coast Guard. 

Yeah. 

But it I ' d have been up against it, I ' d still 
be in Loa Angeles ••.. 

I see. 

•.. . as tar as the Army was concerned. 

I see. Well, I'm sorry but I -- I'll try to 
do what I can. 

Well, this-- whoever thi s fellow is, he's no 
Colonel McCarthy, he ' s no Colonel or MaJor 
Bedell Smith either. 

I know. Well, you can't find those fellows 
often. 

Yes. 

But I ' ll-- I 'll take care of t hat. 

Okay. 

All right. 

Thank you. 
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HMJr: 

Go ahead. 

Hello. 

Mr. Seoretary. 

Speaking. 

Jim Barnes. 

Go ahead, please. 

2"1) 
Ootober ~7 , 1944 
12: 52 p.ll. 

What I called you about is the -- the Business 
and Professional Club tor Mr. Roosevelt ie -­
the President -- is g1v1ng -- sponsoring that 
broadcast on the 27th in Philadelphia •..• 

Yes. 

where he is going to speak. 

I don ' t hear you terribly well . 

He's going to speak, as you know, in Philadelphia 
on the 27th. 

Yes. 

Now, in addition to that they 're going to have 
a lot ot dinne:n~in various spots over the 
country and they ' re either going to ureoede the 
President or follow the President with a atate­
wide hook-up ••.. 

Yes. 

ot various individuals. 

Yeah. 

Now, the Committee would like very much to have 
you, it you would, apeak in New York or Brooklyn, 
one or the other ot thoae apota, on the night 
ot the 27th. 

I aee. 
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Nov, they don 1 t know yet - the plans are not 
definite enough yet whether you'll apeak before 
the President or attar the President. 

Yes. 

The ohanoea are it will be before the President. 
That will be on a New York hook-up . 

Yea h. 

The President will be on Nationwide and they're 
trying to get - - like some are going to speak 
in New Jersey and some in Ohio and some in 
Illinois and va rioua other spots at these State 
dinners. 

Yea. 

The various ones speaking that night in addition 
to the President. 

And what do you-- ie it-- do I have my ohoioe 
as between New York or Brooklyn? 

Well , no, it hasn't been definitely decided. 
They're going to have two dinners in New York , 
one in New York and one in Br ooklyn. In whioh 
would you rather speak? 

I see. 

I mean they're going to have two dinners up there. 

They 're going to have two? 

Yes , sir. 

Well , i t I do it, I'd like to do it where I 
would do the moat good. 

Well , I think that would be true, air. Where do 
you think you ' d do the moat good? 

Well, I'll tell you, I'd like to talk it over with 
well, people like the Commissioner ot Internal 
Revenue 

Yeah. 
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Who comes from Brooklyn. 

Well, those boys up in Nev York, at the National 
Comm1 ttee -- they're all working together -- are 
working thAt out. The only thing they aeked me 
to do this morning vas to see if you could be 
free thst day and could hold yourself open tor 
that. 

Yes , I'll be glad to do it. I 'll tell you nov 
I 111 do it. 

Fine. I think that's grand. 

I 

I think you 111 do a lot <rt good. 

I ' ll be glad to do it and I - I don ' t know 
I ' d like to talk to Nunan about it. 

All right. You do that, sir. 

I 'll talk to Nunan and ask him which he thinks. 

Fine. And I ' ll tell New York about 1t, air. 

Right. 

Thank you very muoh. 

Thank you. 

Bye. 
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Ooto'ber 17, 19« 

Dur Jilt. Ruapeolu 

I haTe raoe1Te4 rour t•1•craa ot Ooto• 
'bar 18th. 

You w111 J'lallae that I oannot s1Tt rou a 
'blank oheolt on .,. tiM "bboauae I c!o not know 
fro. one a., to the next what oa1la wlll 'be 
11&4• on • here ln Waahiqton. lfr • .Taaea 
Barn•• haa juat aake4 • whether I would 'be 
wlll!Da to apeak on the 27th, and I haTe 
ohurtul}J ch•n .,. oouent. It, attar the 
27th, th.ere 11 IOM plaoe rou would llke • 
to apeak, I ahoul4 'be clad to hur trca {!!• 
and we oan 11ttle the q1111Uon at that t • 

l•ni'J MOrsenthau, 

Ill". lo'bert llaalpeokL 
Chalraan Speaker. aureau, 
De.ooratlo latlonal Co.alttee, 
lotel lllt.re 
IIW York, ... tork. 

233 --
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LORR108 AK DL PO 

l'A.IX NEVIYORK NY OCT 16 1944 4}7P 
H ON HENRY II OR CAN TH AU .JR 

SECY Of TREASI.MY -SIClC 

TH€ VITAL PART OF THIS CAMPAIGN ~ILL BEGIN OCTOBER 'TWENTY THIRD AND 
CONTINUE THRQJCH NOVEI.IEER SIXTH. OUR DEI.IAND FOR SPEAKERS WILL B£ 
HEAVY. PLEASE WIRE ME STATING WHETHER OR NOT YOU WILL HOLD YQJRSELF -READY TO ACCEPT ASSIGNMENTS DJRINC THAT PERIOD IF YIE CALL ON YOO. 
YOUR COOPERATION WILL BE APPRECIATED. 

ROBERT RAIISPECK, CHAIRMAN SPEAKERS BUREAU 

OELIOCRATIC NATL COIIM. 
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October 17, le.4 
l5t08 p.a. 

235 

•• • • Britiah requireae~~ta tor the ti rat year ot Stage Two· 

Tea. 

I ' ll han that oTer to you withill tho hour . 

Fine. 

It • a throe ...olumoa . 

Oh I All r ight. 

And -- ah - - would Thurad&y aornin£ be rushinr; you too auoh 
to haTe tho r1rat aaetill&t 

Tea. 

Keotillg with wbo:o, Banryt 

Well, with -- with the Engliah, on thia. 

Ah ~ooting with your £roupt 

Ot the committee. Tea, you aeo this i s the committee whioh 
the President aet up, you aeet 

And you're moetill« with the Britiaht 

Tea. 

And you mean tor ua to «et our co .... enta ill by Thuradayt 

Yes . Woll , no, tor you to be here,youraelt, and be prepared 
to diacuaa it. 

r... I thilllc we could. 

You think you could. 

Doaa thia ooTer the air u ftll u the •••• 

It oonra enrythill& u tar aa I lal-. 
Yep. Yep. Do" 1\ ~ tH4 UMl allt 
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Olcay. 

I'll have-- I'll have a .... 
Let me take a loolc at 1 t and I •11 call yotl baolc. 

I ' ll aeod you o.er, beoauae you 'll moat likely need -- what 
two or three aetat 

Two aeta will do . 

Two aatat 

Yep. 

Now, I'm counting on you to roproaeot the Army. 

All risht. I'll do it. 

I talco it that you'll atraishteo that out with Stimaoo 
and KoCloy. 

Yea , air, that •a right. 

And put it on your calendar tentatively tor nine-fifteen, 
Thuraday. 

Yea, air, I will, Henry. 

And, then if -- after thia seta over there, you misht give 
.. e a rins · 

Yea, eir. 

I tha.nlc you. 

Tha.nlc you, Henry. 

Good-bye. 

Bye. 
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Ootober 17, 1~ 

Dear Bobs 

I aa enoloaln& herewith two ooplea ot 

the Br1t1ah require .. nta tor the tlrat rear 

ot Stage II. Pleaae oonalder thla ot ut.oat 

IIOreor. 

Slnoerelf youra, 

(81 .. 14) lt1117' 

The Honorable Robert P. Patteraon, 
Under SeoretarJ ot War, 
War Departaent, 
Waahlngton, D.O. 
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How are you? 

Did you have a nice trip? 

A very interesting trip. 

October 17, 1944 
3:11 p.m. 

Well, I - I -- it must have a thrilling trip, from what the 
boys told me . 

Well , I don't know whether we're talking about the aame 
trip. 

ITell •• • • 

You mean the one to Loa Anr;elea? 

Yeah. 

What was thrilling about that? 

Well , Danny Bell told me the other day everything you were 
doing out thero . 

Oh I Oh, I j ust oall theee trips out - - otf' the Continent 
thrilling . 

Oh, yeah. Yeah. 

Well , anyway, our Britiah friends have r;iven me now a very 
cocplete volume ot their requlrsnents for tho firat year ot 
Stage Two . 

Right . 

I will have over to you w1 thin the hour two a eta, it you 
would like them •• •. 

Fine . 

•••• and i t I'm-- I would like to have a meeting in my 
office at nine- fifteen , Thuraday morning. I know that rushee 
a littl e bit •••• 

That's all right • 

•••• but it -- it you oould do that ••••. 
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Nine-fifteen, Thursday, is fine, Henry. 

Fine. And would two seta be enoughT 

Sure. That will be perfect. 

Well, if it ian•t , I can r;et you more . 

No - no . That ' ll be enour;h . 

I'll I•ll r;et you ~ore. 

Good. 

And , ao far , I have not read in Drew Pearson 's column what's 
happened and I -- l et 'a .hope that we won ' t . (Laughs) 

Well , you won •t -- you won • t get that leak f'rom here , Henry. 
I can promile t hat . 

Right . But, this -- I ' m -- the reucn I ' m -- well, ycu ' Te 
aeon the stuff in the papers recently. BeneT 

Yeah. 

Well , anyway, there will be , within the hour , two aeta 
coming ovor , and the English tell me if I want more , I can 
got more . 

Good. 

And i' 11 look ro.-..ard to aeoing you ••• . 

Now, aro you having - - you'll havo the British there on •••• 

The British will be her e . 

Yee . 

Plus Bob Patterson •••• 

Yea. 

and plua Crowley. 

I think that 's the complete picture . 

Now, may I bring Dean with meT 
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Oh, that would be rine. 

I think tht. t would be helptul . 

Tho.t would be very helptul. 

All right, Henry, I'll be there , and Dean and I -- Dean t.nd 
I will have the --will et.oh study the pt.pers before we oomo . 

And if you need moro than two seta, you lot me know. 

All right , old boy. Tht.nk you. 

2'1') 
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Ootober 17, 1~ 

Dear Ed: 

I aa enoloa1ng her .. 1th two oop1ea ot the 

Br1t1ah requireaenta tor the tirat 7ear ot 

Stage II. P1eaae oonaider this ot ut.oat 

aeoreo7· 

Sinoere17 youra, 

(ls.-l illll'T 

I 
!he Honorable Edward R. Stett1n1ua, 
Under Secretary ot State, 
State Department, 
Waahlngton, D.C. 

' 
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Leo . 

Yee . 

Good after11oon. 

How are yout 

October 17, 1944 
3: 14 P· • · 

Fine. I now have 1n my hand the British requirement• for 
the firot year of Stage rwo. 

Yet. h . 

I wi l l eend you over two oopioa wi~in the hour . 

Would it be ruahing you too much if we would meet Thuraday 
mornint with the Britiah at nino- fiftGen and haTe our tirot 
diacuuion? 

I don ' t think eo. I think that•a all right. That will give 
our fellows al l thie a fternoon and tomor row on it. 

Pine . If you want additional eopiee , I can -- I think I can 
got more if you want more than two . 

Fine . I think that ' • enough to haTe around right now, anyhow. 

You thlnk that'a enough? 

It we need any more , I ' ll call you . 

Will you do that! 

You bet . 

!low, look 

Nine- fifteen , Thursday morniO«f 

!lino- tltteen, Thursday morning . 

Fine, Hanry. 

Thank you ao awcb . 
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Ootober 17, 1844 

Dear Leoa 

I aa enclosing herewith a copy of the 

British requirements for the firet year 

of Stege II. Pleaae oone1der th1e of utaoet 

secrecy. 

Sincerely youre, 

(11 .. ed) 11•1117 

The Honorable Leo Crowley, 
.ldainh tra tor, 
Foreign !oonoaic idainletrat1on, 
Waah1Deton, D.C. ' 
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October 17, 1944 . 

Memorandum 

TO: Secretary :!orcenthau 
rR')'! : Mr . raston 

Hr. Shaeffer ' s office has :-one throuf."h the New 
York 'l'i'lles index and has been unable to find any record 
of an interview with l!r . Roosevelt on the subject of 
his health during 1928 r~hen he was a candidate for 
Governor for the first time. The:r did find, hov;ever , 
reference to two sueeches and extracts from these two 
sueeches are attached. The firs t of the t.vo was de­
livered before an audience estimated at "almost five 
thousand" at Convention nell in J.ochester on October 
22 . The second was delivered at Phillipsburg Hall in 
Yonkers rm November 1 and you will note that the story 
estimates the audience as two thousand. 

2 'S 

Ernest Lindley told me that he had no recollection 
of any interviews riven by 'r . Roosevelt on this subject. 
On October 2, on his way back from the Convention to 
Al?any, r.overnor Smith told reporters that except for 
the full use of his lers ·~ . Roosevelt was in first 
class Physical condition. In ernest ' s personal file 
there were also notes of an interview r.ith F.D. R. on 
October 5 in which he said that he was amazed at re­
ports that he was beine "sacrificed" by beine made a 
candidate for rr0vernor and said "I was not dracooned 
into becominc a candidate ." He did not 11ake any direct 
reference to his health, ho~ever . This seemed to be in 
repl1 to an editorial in the herald Tribune r.hich said 
it was unfair to '.!r. Roosevelt and unfair to the people 
of the State that in his physical condition he had been 
forced into becominc a candidate for Governor. Governor 
Smith in the interview referred to above characterized 
as nonsense the story that ~~ . Roosevelt was not actual ly 
going to serve as Governor . 

Regraded Unclassified



• 

• 

• 

New York 'limes , October 23 , 1928. 

At Convention Hall , Rochester , !lev. York, October 22 , 
1928. 

"I may he pardoned if I refer to rrcyr or:n intense interest 

in the care of crippled children" he (Mr . Roosevelt) said . 

~~~~ore than 100,000 adults and cilildren in this State 

are crippled from infantile paralysis and other diseases 

most of them so seriously that they are unable to live normal 

or useful lives . From a practical standpoint it is obvious 

that if a large rroportion of them can t e restored to use­

fulness they will in time repay the State for its e~enditure . 

"Persons readily recognize that I myself furnish a 

practically good exn'llple of what can be done by the right 

kind of care . 

"I dislike to use this Fersonal example , but do so 

because it fits . Seven years aco I was completely put out 

of any sort of useful activity by an attack of infantile 

paralysis . 

"By personal - ood fo rtune I v.as able to obtain the 

best medical care. Today I am on my fee t and entirely capable , 

at least from the physical point of view, of running any 

business , private or that of the State of New York. " 
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New York Tines , ~ovemher 2, 1928. 

At Phillipsburg Hall, Yonkers , November 1, 1928. 

Mr. Roosevelt took occasion to spike the rumor current 

in some circles that he would resign on account of his 

health if elected. 

"As the campairn proeresses ," 1~ . Roosevelt told his 

2,000 hearers , "I am yettin( many letters from Westchester 

and Long Island voters askin~ me seriously about my health , 

and particularly askinr me to confi~ whether or not it is 

expected that I would not live after January 1. If I could 

keep on campaigning 12 months longer , I ' d throw away my 

canes ." 
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EX!CUTIVI OffiCI Of TH1 Plf'IIDINT 

WAR REFUGEE BOARD 

INTBI-OffiC£ COMMUNICATION 

ro Seoretar7 Morgenthau 

- J. v. Pehle 

For your intormationJ 

""" Ootober 17, 1944 

You mar not ha•e notioed that Go•ernor 
Dewe7, 1D hie apeeoh 1aet night, 1Doluded the 1 WRB 1 

1D hie liat1Dg or agenoiea or the Ad•1nietration 
•nov operating who117 or partlT all o•er the world." 
!hie afternoon Jonathan Daniele oalled ae troa the 
White Houae and asked se how ~ repreaentati•e• 
we had abroad . The aoore ia ti•e proteaaional 
people and three aeoretariea. 

Daniela told me that he wae getting 
aateria1 tor a repl7 to Devey 1 who had 11ngled out 
ae•eral agenoiea whioh had li~tle or no peraonne1 
abroad. 
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(81aned) Benr,v •or1enthau, Jr. 
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TREASURY DEPARTMENT 

• INTER OFFICE COMMUNICATION 

oAT« Oct . 17 , Hl-14 

TO Secretrry J..r)r• enthau 

I"'ION F.trcld .-.e~er ~-

0 

You ~!11 f!~c a.tacn~d "Spec~al h * r~~dum to State Cna1rmen• 
dealing wlt!: the ma!.:!.1.ng of your a P"C'l~ , a.d t!".e quan~1tloa they 
may ex;>ect; and "Special Y.e.::orandu. i.O Sta l>.""ld County 'ilar F!.nance 
Cho1r,Pn• to be attached to eac~ set o~ a eechea . 

To save paper, the epeecnee have b;en m1weo£raphed by "baoklne" . 
Bee"~ • the rollers had t~ be r~-1nked today, the samplftB attached ~ 

are not too ~ood . I have .~ . Shaerter ' r ~a·urenoe, however , that 
he 4,500 zeta ~ailed to C'icago last n1L~t are a tlne workmanlike 

J• b . 
• 

Att11ohmenta 
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• TREASURY DEPARTMENT 
WAStiiNGTOH 

WAR ,.I NANCE DIVI810N 

Octobor l.? , 1944 

SPJCI.t.L MDCOJWmlM TO STA!l'JI OBAIBMJ:Ih 

Ml•oocraphed coploa ot Sooretar,r Mor~thau'• addreeeoe to tho Re«lonal 

Conterencoe ln Atlantic Olty, llow Orloane Md Loa An&oloe are boin« prepared 

in euttlciont quantity tor dletributlon to both State and County ~ 

~lnance Co~ittooe . 

A copy ot oach ·ot thoeo addreaeoe, Ylth covering note, will bo cailed 
to county chairmen in thoae etatoa tor which wo have authorised m~iling liete 

ot county chairmen. 

Bulle ehipaonte ot the addrouoe tor remailing to local chairmen will bo 

lent to etate hoadquartere, on tho baele ot one eot per county, in those 

etatea that have not turnlahod authorized liata ot county chairmen. 

We are ordorlnc tor ehipaont to your at!!.to within the noxt throe or 

0 tour daTe: 

0 

______ oopiee ot the addrouos and oovorlng momorMdum to your 
etate ottlco 1n bulk. 

1 cow ot each addre81, with co"rorinc mOIJorandq, to each of tbo 
_____ _.IIAIIOI on county chairman mailing liet IC$14. 

The ad4reaeoe and conrinc memor&nc1UII arc &leo being 11!!.1led to the 
&dclreuocr~ liete (149-2 and 149-3) which ueually roooho :rteld Memoranda. 

lt il desired that theeo important ~81181 on war linancinc be clvon 
tho wideet pouiblo 4htr1but1cn. State and l ocal chAirmen ehould brlnc 

tho:D to tho attention ot local tln&ocial editore. 

4441t1onal coploe maT be roqu1e1t1oned from the Jiold Director'• 

ottlce i n tho ue\llll. mADnor. 

L V, OOYD 
11ol4 lllreotor 

war 11n!UI08 Divieion 
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• TREASURY DEPARTMENT 
WASHINGTON 

WAft fFINAHC& DIVISION 

0 

October 1944 

SPEICIAL IIEII)RANillll TO STATJ!: AND l:OUI'ITY IVIIR FINANCE CHAIIUIEI'I1 

Attached are copies of three addresses recently delivered by 
SecretarJ lolorgenthau on the subject of War Finance. I think you 
will find them helpful to your own work with the Treasury program. • 

The Atlantic City talk de4ls with the democratic manner 1n 
which the financing of the war has been handled. -

The Ne" Orlenns talk o~hasizes the part which War Finance 
has ~ in economic stabilization. 

The los Angeles talk examines the problem of interest rntes 
and the post war public debt • . 

The information contn1nod in these tnlks is important, ,nnd 
should be given the widest possible dis t ribut ion. . ~ I suggest 
that you call the addresses to tho attention of financial editors 
in your local ity • . 

Additional copies of the addresses may be secured from t hh 
office if desired. 

Attachoents (J) 

R. 71, COYNE 
Field Director 

Wor Finance Division 

Regraded Unclassified
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Tlt!:ASURf DBPARl'MBNT 
Washington 

FOR RELEASE AT 1: ~0 P.M., E oW. T . 
Saturday, October 7 , 1944 , 

Press Service 
No . 4S- 64 

(The rollowing address by Secretary Morgenthau 
at a War Bond Rally at the Hotel Claridge, 
Atlantic City, is scheduled ror delivery at 
1 : 30 P.M. , EWT, SaturdaSA October 7 , 1944 , 
and is for releaqe at t t time.) 

You may not be aware of it but this meeting today is 
a kind of birthday celebration -- a very important birthday 1n 
~ calendar. Just about ten years ago the riret United States 
Savings Bonds -- they used to be called Baby Bonds in those 
days -- were sold to tbe American public. And in just a few 
months -- next March to be precise -- the oldest of these Bonds 
will reach its maturity and be presented to the Treasury of 
the United States for redemption. 

A birthday is a family affair , And I am especially happy 
to be able to celeb'rate this birthday with members of the 
immediate family t hat made savings bonds the most popular and 
moat widely held rorm of investment ever conceived in the United 
States . I think you can be very proud or your adopted child . 
When the history of this war comes to be written I believe, 
indeed, that the savings bond program will hove a highly honored 
place in it and that the job whloh you have done so generously 
and eo effectively will be recorded as one of the major contri­
butions to our victory , 

I should like to go back with you ror a raw minutes to 
those early days , a decade ago, WA~~ War Bonde were Baby Bonde . 
They were conceived then with a verr definite purpose in view. 
That purpose was , in a phrase , to demos:ra.tize public finance 
in the United States . · 

We 1n the Treasury wanted to give every American a direct 
personal stake i n the maintenance of sound Feder al finances . 
Every man and woman who owned a Government Bond, we believed• 
would serve as a bulwark against the constant threats to 
Uncl~ Sam' s pocketbook from pressure blocs and special interest 
groupe . In short; we wanted the ownership of America to be ln 
the banda of the American peopl e • 

25S 
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We had made only a start 1n th1a direction, you will 
remember, when war broke out 1n Burope and threatened the 
aecurit7 or the 'Qn1..te'd Stat... But the t'OUDdation bad been 
laid t'or real po~ar. participation 1n an Amarican preparedness 
poogre.m. Savings Bonde became known aa Defense Bonde, And, 
a a you all know, they played an iliiJ!ortant part in ma.king the 
Nation ready for the great eriaia-which came upon ua at the 
end ot l9U. They ael"Ved not .. only aa a vital faotor 1n 
finanoing the rearmament or our t1ghting forces but, what seems 
to me even more 1mpor~ant, they aave to the •veraga citizen 
a sanae or the war•a meaning ana ot the urgent natura ot the 
national d~ger , 

0 

When· the enemy struck, the·,1118.oh1hery was ready and in 
operation tor the people's t1nanoing: of the war, Defense Bonds 
became War Bonde and through your et'rorts they bave been put ,, 
into the banda of 85,000, 000 individual Americans, I congratlj.).ah 
you on the accomplishment. Think of itL Out of every thirteen 
man, women, children and babies 1n the united Statea, more than 
eight have purchased Bonde ot tha1r Government, 'Today there 
are approximately $23,000,0001 000 or Series Eo Bonde -~ .the 
people's Bond -- out~tand1ng all held by individual inveatora , 

. . 
. . This Series E Bond was tailored specifically to meet the <:) 

need of the average American· citizen ablli to set aside modest 
savings for inveatment purposes, As all of you know, it 1a 
nonnegotiable and through arrangements which have recently been 
inaugurated, it is payable on demand 60 days attar issue date, 
at any bank, Its investment y1.ld if held to maturity, 2~~~. 
is the highest obtainable on any United States Government 
aecurity. · · 

• We designed this security in order to protect the small 
investor aga1nst any possibility or ~oas as a result or 
nuctu.ations 1n msrket value, !lonnegot1able securities w1 tb 
guaranteed redemption values are not aubje ct to panicky 
liquidation which, experience shows, d~velopa among small holders 
ot marketable securities: in the event of decline in market value. 

· In short, they are more likely to be retatned as 1nvestmenta, . ::. . . 
It is worth-while to re~~l the exp~ienee following 

World War I when Liberty Bonds plunge~ doWn into the eightiea, 
and frightened buyers, · inexperienced ea investors, unloaded. 
They felt that their truat 1n their Government had been betrayed. 
La~er they awoke tp find that the1r lou had been the p1n ot 
t~e speculators and the wealtbJ who then owned their Bonde at 

.. prices that brought . them trul:y handaane y16lda. on ·the safest 
aeour1t1ea 1n the 9.0.)'ld. . 

0 
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· The seriee. E war Bonds will na-ve an immense value, I believe, not only tor ' the individuni ' holders, but tor the economy of the country as a whole when the war'· is ended . They will constitute an invaluable backlog or purohDsins power in the post- war decade . Only a part, and I believe the amaller part of this purohasins power wlll come from cashing the Bonds themselves . The most importcnt part will cane from the greater s}lending of current incomes growing out of the sense of security afforded to 
individu~ls by their ~ar Bond holdings . They will provide , the t•efore, e. strong bulwllrk against the sort of deflation which s truck this na tion so disastrously 1n 1920 and 1921. 

There 1's one aspect of the Yiar Bond rrogram in vbich l take "" particul a r pride 'ahd upon which I want to offer my wa~ congratu­lations to you. 'Throug)lout, the program has been conducted on .a genuinely vo1untary, democra tic basis . From the .beginnin$, we were. reaol~ed to a void aerta in high-~ressure sales tactics which; urtnvoidably, ott ended the fund- reisin'g ot World .War I . It was d,eterm.ined. thnt there should be no compul81on, no hysteria, no slacker lists and no 1nvi dious'compor1sons between those who boug)lt Bonds and those who did not . There wss to be room in this program for the 1nd1viduol with special burdens and responai~ 

0 bil1t1es who could contrip~te only in very ~moll amounts -- and even for the •:!:r.ct1.vidliCil whO could no ll shore at all . It hink you know, and the Whole Na tion k.nowe ,· ho·w scrupulously this policy bae been observed• 

0 

Thera was g good reoson for 1t• In the early days of 1941, -when I l'irst aslted Congress· for authdr1zation to borrow from ' th& general public. througH a Defense Savings Bond campaign; 'I ' said this: "There exists in the country today an overwhelmins desire on the pa rt of nearly every men, woman and child to make some direct and tangible contribution to the 'national defense . "r,e oug)lt to give them a sensa of. personal participation beyond that which' come~ from doing their daily , job fo.i thfully and well . Every d£tY1 lett~re come to me from people who l!Sk, 11'/hnt can I do to halp? 1 : aur plan to offer securities attrnctive to elL classea of inve'stora is an a ttetnpt to ·answer this question. 'I can. think of.no other single way in which so many people can become. partners of the'i~ Government in faci11g thill emergency. It is· the purpose of the Troaeucy to raise .mon·ey for na tionel de fense by,methods which st~engthen the na~ionol morale , " 

The.. desire of the people "to help, " the sense of participati on 1n the na tional cause, cou~ never nave been realized except , through a vo~untary program . You will recall , of ooursa., t he clamor that arose for forcea or .compuleory,s~vings . There wer e 
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~y who declared that only 1n thie way could the stupendous 
eume·needed f~r victory be raieed, There were timee , indeed, 
when those of ue who had faith in voluntary methode eeemed 
lonely voices crying in the wilderness . But there was one 
voice that never failed to support ue - - the voice of the 
President of the Ullited States , He believed always that the 
people would respond to any call that wee made upon them. He 
knew that the enlistment of their support could be beet attained 
through a voluntary program adapted to the democratic pattern 
of American lite . 

But a voluntary program could succeed, of course , on1y 
through the efforts of volt~nteer workers . 1'/e in the Treasury 

• could fulfill only the .functions of a general ato.ff , The real 
battle had to be fought- and won 1n the field -- fought a)\d 
won by sustained , unstinting, tireless service , You have given 

~hat service , You have given it with a resourcefulness an.d 
enthusiasm and good cheer that have overridden every difficulty , 
You ~ave given it at reo~ sacrifice of time and cam.fort and 
e~lf-interest . I think that the job that you have done ie 
beyond my praise . I know that the richest ~eward you can receive 
for it is the knowledge that it has been done supremely well , 
that it has played on indispensable part in our forward march 
to victory, Still , I should like , on behalf of the Treowry 
Department to say one simple word'to you -- ~hanks . I shall 
venture nothing mo··re j;han this . But I know that this one word 

0 
is echoed, and wil~ be reechoed, by every one of your'fellow-
Americans . ' .. 

' 
When you enlisted 1n this program, you enli sted for the 

.duration . The term cf your service has not yet reached its end. 
The truth is that the toughest pa rt of your job still lies ahead, 

Let us look at the future realistically. The war news of 
late has been extremely good , The enemy in Europe is on the 
run . How soon he will collapse, none of us can tell. But even 
when that great day comes, there will still be a hard and costly 
victory to be won 1n Asia . Our- military and naval authorities 

.made the grim assertion just recently that it will toke us at 
lD est a year and a half to defeat Japan aft er Germany 18 beaten. 
And we shall be able to do it in that time only if we put every 
bit or our strength into the effort . The enemy has short, 
itttarior lines or communication, while we must movo men and 
materials acrose the vest distances of the Pacific before we 
can bring our power to beer , The costs of this kind of warfare 
will ce rtcinly be vory high, h~gher even than they wore in 
Europe, 

·. .. . 
0 
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You cannot rest on your laurels , Tho Sixth War Loon 
campaign lies immedia tely nheed . Its chall enge must be confronted 
just as resolutely as in the past, And I tell you frankly that 
oven on the most optimistic as.sumption there will have to be 
o Seventh Loan. Your job is to make the people of America 
understand thllt thoro can be no let-down on the Home Front now, 
that the time has not yet come to relax or oelebreto . I know 
thnt America can count upon you to see your job through to 
its end . 

oOo 
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TREASUiri DEPARl'IIEIIT 
Washington 

FOR RELEASE, AFTERNOON NBWSPAPBRS , 
Thursday , Oc~ober 'l2 , 19!!• 

(FOR RADIO RELEASE l s45 P.M., CW~ ) 

• 

Press service 
No . 43· 65 

(The following, ·addreu· by. Secretary Morg'enthau 
at a War Bond ~ally at the Hot,11;L Rooseve).t, 
New Orl eans , is scheduled for delivery at 
l :45 P. M.,· CWTj Thursday, October' 12, 1944.) 

Ware, now as always, are won on battlefields , .But in 
modern war, which is total war, the Home Front is intimately 
involved , Economic stability at home is one of the absolute 
requisites to victory , For without economic stability it ia 
impossible to maintain the vast and complex flow of supplies 
necessary for the men on the fight1.ng lines .· 

259 

It has been the task of the Treasury Department to finance 
the costliest war in history. I should like this afternoon to 
review with you in some detail the manner in whiph this task 
has been executed. Our problem has been sol!ll t~ing much more 
difficult than the mere raising of vast sums of money . The . 
nub of the problem has been to raise these sums in such a way 
as to strengthen, rather than weaken, the nat ional economy . 

Half of the total resources of the United States are now 
being devoted to waging war , Si.rtce Pearl Harbor, wa.r axpendi­
turee have amounted to about $20B,ooo,ooo,ooo. ' DIJ,ring thia 
same period, non- war expenditures bsve been kept down bo 
$16, 000,000~000, making a total government outlay for the 
course of the war to date of $224, 000, 000, 000. 

Where has this tremendous sum come from? Well , 
$B7,ooo,ooo,ooo, or 39 percent of the total bill, . has come 
'from revenue , 

During the fiscal year juat ended, expenditures we~e 
slight ly more than $95,000, 000,000, and net receipts climbed to 
a little over $44, 000, 000rOOO, or 46 percent, This means that 
there has been an upwar d trend in our coverage •of war costs 
through taxation . It ia a trend which may be surprising to 
some and which cert.ainly should be encoure.g1ng to all , 

• 
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I v1ant to put some emphasis on this trond sin·ce there have 
been. ~barges o~ late that til'e Trea~\U'Y . ~.s. ?o~use.~ .th~. J>l.lb:Lic 
by persistent ~noreases in trre tax buraen. In the year ended 
June 30, 1940, the last fiscal year before the begin::&ing of the 
defense program, net,T+easury receipts were slightly less tlmn 
$5 , 500, 000, 000. The $44, 000,000, 000 total which, as I have 
just told you the Government took in during the past :year, was 
an eightfold, increase-- a larger increase tharl has ·taken place 
in the revenue collection of any other major belligerent of 
this war. This is an important thing to remember iri inter­
national comparisons becau.se the bUrden of taxation 'must be 
measured not only by its absolute magnitude but also by its rate 
o:f increase . 

Now, I do ncrt think there ·baa P'.,en anything contusing about 
this . fhe American people, . recognizing .the need for greatly 
increased Government revenues , have submitted to the hi~~est 
taxes in the nation 1 s history ¥11th r$1llarkably good grace and 
good cheer. A sharp rise in taxes was absolutely necessary !or 
.the maintenance of economic stability~ 

But even after these record collections there remained' the 

0 

giant sum of $1~7 , 000 , 000,000, expended .during the last three <:) 
years, ~hat had to be raised through some other means th~· taxa­
tion. . . 

· This money had to be' raised by borrovting , It would have 
been relatively easy, of course, to r aise it by. borrowing from 
the banks . But in order to avoid inflation , it vms essential 
that a major par# of. the. increased debt be borrowed outside of 
the ba~king system - - that is from the general public . 

. ' 

In selecting th!l Series E Bonds as our primary vehic:J_e f 'or 
mass borrowing, we lmd in mind first of all the protection of 
the interests o:f the small investor. The Treasury Department has 
considered' itself a · trustee for the men and women who purcmised 
Government Securities primarily to help their country in time of 
stress. Such investors place their :faith in their Government . 
We wanted, th~efore, t9 protect them, through a nonnegOtiable 
bond, against the ~in~ of l~quidation which, .experience·shows: 
develops amqng s~ll holders of sec~·ities in the event of a 
decline in market. value. 

After World Viar ·I, Liberty Bonds dropped in value down into 
the 80 1 s ,' ' and many persons who ilad bought them during the war 
became frightened and sold them, They discovered later that 
their loss had been the gain of the speculators 'Bnd the wealtt>.y 

• 
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who then owned their bonds and gleaned from them truly handsome 
dividends on the safest security in the world. It is not 
unnatural that they should have felt that their trust in their 
Government had been betrayed. 

The Series E Bonds have another vi~ue~hich will be of 
benefit not only to those who have purchased them but to the 
entire national econc;)lny. When the war is over they will provide 
an invaluable backlog of purchasing pqwer.! . · · · · · 

I don ' t think that these bonds are going to be .redeemed in 
a sudden delUge immediately after V~Day. On the contrary, I feel 
confident that most of those who bought them will make every 
effort to hold them to maturity . But possession of the bonds 
will give to these people a sense of security about the fUture 
1'hich will permit them to spend their current incomes more :fl:eely 
than ":(Ould .otherwise be possible . We shall find this purchasing 
power imm!msely helpful during the reconversion period . It will 
prove, I am certain, a vital asset in warding off the sort of.­
deflation which struck this nation so disastrously in 1920 and 
1921 when we ttirned from war to peace production . 

Our''fiscal policy of siphoning off excess buying powe1.· by 
taxing and borrowing from the general public has been one of two 
buttresses supporting the structure of economic stabilization . 
The other buttreiis , of. couroe, has consisted of direct controls 
including rationing, price ceilings, allocations, etc, 

0 0 

. During this 'war the 6ountry h$s devoted twice as large a 
proportion of its resources to war purposes as in World War I . 
In consequence, inflationary pressures have been very much · 

.. greater . The fact is, however, that prices have been held under 
much closer control . Based on actual studies of price changes 
in'World War I as compared with World War II, the savings to the 
qovernment , as a result of more effective control of inflationary 
pressures, has already amountec;, bt June 30 of this year, to 
~70,000 , 000,000 . 

0 

• 
But the greatest and most important saving has been that 

among the people themselves. In the course of this war there 
has been comparativ~ly little 9f the reckless kind of·silk. shirt 
buying that took place as a r~su~t of inflated pay envelopes 
during Vlorld Vlar I. There has been very littl e recourse to . 
black markets . Instead., people have used their incomes , in con­
siderable measure,·to pay off their debts • . Since the besinning 
of 1942, for example, farm mortsases have been reduced 15 percent . 
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It is fair to say, I think, that the War Eond program, by its 
encouragement of thrift, has contributed significantly to this 
sensible restraint in the expenditure of surplus income . 

Of course, there have been other benefits of economic 
stabilization, too . The success of this policy has aided in 
preventing the piling up of excessive profits by fortunate busi­
ness concerns, has helped to reduce industrial disputes to a 
minimum -- and here I refer you to the factual record rather 
than the headlines - - has prevented the impoverishment of recip­
ients of fixed incomes. including soldier~ ' dependents; and prob­
ably most important of all, it has averted wh?t otherwise would 
have been almost a certainty, the' likelihood of a postwar depres­
sion , -I have diso\lssed the problems o! War Finance and economic 
stabilization 1n such detail beoou3e I feel that you have· been 

0 

and must continue to be vital partners in their solution • . The 
record so far is one of r.hich we can all be proud . It has been good 
pt its accomplishment~ , perhaps even better in the fine cooper­
ation wr~ch made these accomplishments possible . If this same 
t ireless, unselfish cooperation is applied to the problems of 
the postwar world, we need have no fear of the future . 

l!ut the kind of postwar world which we desire must still be 
hacked f~om the enemy on the fields of battle •. The time has not 
yet come for us to indulge in day dreaming or celebration. I am 
not going to offer any pr edictions about the end of the war in 
Europe . I should like to remind you, however, that much more 
competent military authorities tl~n I have declared that even 
after the Europaan war is won it will take us at least. a year 
and a halt to subdue our enemy in the fp.r East . The war that 
faces us there is bound to be a long Rnd tough and costly one 
in certin respects more costly than the war against Germany , 

Let me remind you , too, that war expenditures do not stop 
abruptly with enemy capitulation . During the first six months 
following the Armistice in World War I , expenditures were 
slightly greater than during the six months preceding the 
Armistice . Completed and partially ooropleted products must be 
paid for , Enemy couvtries must be oooupied . Some relief for 
Allied Nations will certainly be necessary~. The Armed Porces 
must be br ousht home and demobilized and, in tha meantime, they 
must be paid and ol~thed and' fed. I am sura that no American 
will want to fail in these responsibilities . They are costs 
that must be met if we are to make our Victory oproplote and real, 

0 
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And like the costs of the war itself they must be met in such a 
way os to preserve and promote the stability of our economy . 

The Sixth War Loan campaign, immediately ahead of us, is 
one essential step in the performance of this job, Your job is 
to overcome any disposition among the American people to relax 
before final victory has bee.n achieved . 

I know that you will do this job as you have done the job 
in the past . The success of the War Bond program up to the pres­
ent time has been your handiwork . It has been brought about 
because you tackled it with fervor and resourcefulness and devo­
tion . I know that you have done your job only at real sacrifice 
of time and cornfort and self- interest . And I know also that the 
only reward that you have sought for your serVices has been the 
knowledge tr.at you have played an indispensable part in the 
nation's progress to Victory . I convey to you the very warm 
thanks of the Treasury Department, and I know that the work which 
you have done commands the gratitude of all of your fellow 
Americans . 

- oOo-
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TREASURY DEPARTMENT 
Washington 

FOR RELEASE, AFTERNOON NDVSPAP:ms, 
Saturday, October 14, 1944. 

(POR RADIO RELEA.SB. l a.\5 P .ll.., J'I'T) 

Press Service 
No . 43· 75 

(The folloWing address by Secretary Morgenthau 
at a War Bond Rally at the Hotel Biltmore, 
Los Angeles , is schedu~ed for delivery at 
l t 45 P .M. , PWT , Saturday, October 14, 1944. ) 

2f'? 

For the last week I have been addressing a number of 
meetings such as this in various parts of the country . During 
the course of these talks, I have endeavored to outline briefly 
some of the philosophy behind Alllerioan war f inance as we at the 
Treasury Department view i t . 

The demooratio .manner i n whiOh the financ ing of the war has 
been handled, I described lest Saturday at Atlantic City. About 
85 ,0001 000 indi vidual Amerio~s have bought bonds of their 
government. They have bought them not as a resul t of compulsion 
~ut for purely patriotic reasons and because they are the best 
investment in the world . · 

Thursday, addressing a gathering similar to this at New 
Orleans , I emphasized the part which war finance has played in 

, economic stabilization . The heavy tax burdens which the 
American people, generally speaking, have accepted with extra­
ordinaril y good grace and the large proportion of the increase 
in the publio debt which has been absorbed by the men and women 
of this country, have played a very important part in holding 
inflation in cheok. The OPA has estimated that if prioes 
during this war had risen as sharply as in World War I , there 
would have been approximately a $70, ooo, ooo,ooo increase in 
government cost s -- a $70, 0001 000, 000 additional burden fastened 
onto the country. · 

Today I would like to conclude this resume w1 th a quick 
examination of interest r ates and a glance at the postwar publio 
debt problem as I see it . 

~he great expansion in the Federal debt has been achieved 
with virtually stable interest rates·- thanks largely to rour 

.efforts . Suoh ohange as has occurred has been to slightly lower 
levels . This contrasts with World War I when al1110st each new 

Regraded Unclassified



- 2 -

series of bonds carried a higher interest rate, so that the cost 

trend was almost constantly upward. As a result , the average 

interest cost has been only l - 3/4 percent on the wartime increase 

in the public debt . !his contrasts with 4-1/4 percent for World 

War I. 

The resulting interest saving approXimates $4 , 000,000 , 000 a 

year -- quite a tidy sum to have saved for the taxpayers o~ this 

nation . Realization of your part 1n this saving, I believe, 

should give you, as it has us at the Treasury, a feeling of real 

accomplishment . 

Moreover, and this is a point deserving of particular empha­

sis, the interest on all securities sold during ~he war has been 

fUlly taxable while the issues marketed during World War I were 

all ei ther wholly or partially tax-exempt. This has resulted in 

a ~her net saving to the Treasury amounting to several hundred 

mutnn dDllar a:a year~ · .Fn:rthilr ·tpno-Qgh removal of tax exemption, 

all purchasers of Government securities are taxed their share of 

the war cost in proportion to their ability to pay. This is a 

point which may not have occurred to you but which should be of 

0 

help in the sale of E Bonds . 

Incidentally! the Government in eliminating tax exemption 

relinquil!hed any 'unfair" advantage it zn18ht have had over 

private borrowers in securing credit . It thereby served to 

strengthen the private enterprise system. 

0 

President Roosevelt , in his 1945 Budget Message summarized 

the situation as follows--

11The primary achievement of our debt policy has bean the 

maintenance of low and stable rates of interest . Average 

interest rates payable on the public debt now are less ~han 

2 percent . Interest received from all new issues is fully 

taxabl e . As a result , the net cost per dollar borrowe4 

since Pearl Harbor has bean about a third the cost of 

borrowing in the fdrst World War. " 

Personally, I do not anticipate a rise in interest r ates in 

the foreseeable future . Savings are abundant and promise to be 

adequate to meet all l i kely demands . We bel ieve, therefore, t hat 

we shall be able to re~d our obligations, as t hey come due , a t 

rates comparable to those now prevailing . Thus , the saving to 

the Treasury will continue over a long period of years . At the 

same t ime the people to whom you hllve sold the ..r bonds wil l 

continue t o be satisfied rat her than disgrunt led cust omers . 

0 
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Jtoreover, q1,1:\,te apart from its value to the Treasury -- and, 
hence to the taxpayers -- the continuance of low interest rates , 
will provide a stimulus t~ the national econolllY in the postl'I!U' 
period . High inter est rates limit enterprise and discou;age 
ei!IPloyment. Low interest rates s timulate business and make for 
expanding employment . 

Just as I see no r eason for substa ntially higher interest 
rates in the postwar period, I do not see any need for a vlhcle­
sale postwar funding of the public debt into long-term bonds . 

In the first place, it would cost the taxpayers core in 
interest . Next , it would shift whatever risk there io inherent 
in fluctuating interes t rates from the Government, which is able 
to bear it, to individuale , institutions and cor por ations. Cer­
tainly the day is past when the United States Government need ask 
its citi~ens or its business enterprises to insure it against 
changes in the r ate of interest. 

Finally, we have endeavored to tailor th.J debt structure to 
t he needs of those •:1ho lend us the mon.-y end of the national 
economy. 

The s mnll investor who puroh3ses the Series E Savings Bonds 
places his faith in hie Governcent . Could we do less than see to 
it that the securit ies offered him were suited to his needs? 

· The Savings Bonds, while not a war development, having been 
first offered ten yeors Sf50 , l11.1ve proved an admirable war finance 
medium which we expect to carry over into the postwar period. We 
hope that many millions of people will continue to hold a finan­
cial stake in their Government . 

Industrial corporations, es you know, have principally pur­
chased certifi cates of indebtedness and Series C Notes. These 
constitute a substantial part of their reserves for reconversion 
and postwar development . It is clearly advantageous not only to 
the corporations but to the whole econo!IIY that these reserves be 
li.quid. The corporations thus know that the money will be 

.avnilable and without loss whenever they need it . \Then the 
proper time comes they can prooeed tull speed not only witb their 
conversion but with any expansion plans they may have . 

Finally, there are the Goven~11ent securities which n- OOJ'l• 
stitute a large proportion of the assets of the co111Dero1al baDke . 
llany of yo'ij ore bankers . You kncnw 1t has been our pol1.o7 to 
encourase the banka to purohllae issues of a bort mtur1t7• As a 
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oonsequencc, about halt the securities acquired by the commer­

cia~ banking system since the besinning o! the W\1%' have been 

bills and certificates maturing within pne year and practical~ 

all have had a maturity of ten years or under. 

The res\Ut is that the bnnkints system of the colll'lt:ry is in 

a position of unparalleled liquidity. This , we. believe, affords 

assuranpe asainst a recttr.rence of such unsettling dai'lation as 

came in the aftermath of World ~ar I . Purther, it places the 

banking system in a strong position to meet the s'hii'ts 1n 

deposits that many of you antioipete ~~th reconversion and the 

new business demands for funds that should accompany the develop­

ment of ~ healthy, expendinG economy. 

In a 1'.ora, the banks' pert in war f inance , great as it bas· 

been, instead of hamstringing them, has left them in o positton 

to service enthusiastically a virile private enterprise system. 

I might point out that the banks have not only been able · 

to maintain a strongly l iquid position as a resul t of the manner 

in which the nation ' s WMr finance has been handled, but also 

0 

they have found an opportunity for public service . This has 

enhanced the esteem with which they are hold in their respectiveO 

ooiJIII1\Ul1 t1 es . !Joreover, while they have been malting this contri­

bution to the war effort they have enjoyed an increase in earn­

ings . Net !)refits of ell II)Smber banks of the Federal Reserve 

system last year r1ere bao.Jt"'lat almost eY.actly the-all-time high 

level of 192~." 

I want to thank you who have been the leaders 1n the war 

finance Vlorlc in these e;reat \';est'lrn states -- thank you upon the 

part of the Treasury, whose job it has been t .o direct the program, 

and, more important , t:1al'tk you on behalf o.f the United States 

of America , which, of course, is the real beneficiary. 

I am no prophet as to the duration o! the war, but. today we 

are hopeful that uncond1 tional surrender by Gennany may not be far 

away. At suoh tir.le all eyes will turn to the \lest. The elnen 

states repr esented at this meet ins will take on new importance in 

the war. · The Pacific coast will become the springboard tor the 

all-out offensive against Japan • . 
This should prompt you who have the job of raisins the neoes­

aar.J .oner to redouble y~ efforts . 

OIIJ' U.e4Uite 1illalt 1• to ~1i o~ tiM! Btitlt:l}ar JilleD to 4o 

110 f"" .. 4eo1a1 ve~ u ~111' n.atrtilltl 11e11 are ~ :bl1ab1~ 'tbnzo 
poe U011a 1D JW:ope u4 1D the 1alan4a of tbe Pao 1o. • • 

• 
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I know you understand the importance of this absolutely 
essential link in the war effort . But you must do mora than 
understand it, you must make tho people understand it, tho men 
end the women in stpres and ofricas , in factories , on the farms 
and in "!:heir homes . 

264 

These people must understand, ae you do, that the time has 
not yet oome to r".llax or celebrate, that we IIIUSt speed weapons and 
supplies far across tr.e Pacific to our "U"I!!ed forces who lalow fu1l. 
well that a nard .N.s)lt still lies ahead before they can brin!S us 
victory over the JApanese -- and these weapons and supplies must 
bo paid for . That is our task -- I lmow America can co\Ult upon 
y.ou l 

oOo 
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TREAS URY DEPART MENT 

INTER OFFICE COMMUNICATIO N 

o•n October 17, 191!4 

TO Secretary Uorgenthau 

~II OM !.lr • \'lhi te 

Subjeot: Status of Stabilization and Gold Agreements on 
September 30, 1944. 

l . Stabilization Agreements in Operation 
Amount 

Country Dated Expires Commitment Outstandil!li 

Drazil 11 7/15/37 7/15/47 vlOO, OOO, OOO Hone None Gold 

2. Stabilization 4Qreeuent Concluded but not 
yet Kffective 

I:exioo ll/l/Al 6/30/45 ~ 40,000 , 000 llone 
Ecuador gj 3/l/42 6/30/45 5, 000 , 000 lfone 

; . Gold Sale Agreement 
Payment due 

Country 

Cuba 

Dated Expires Commitment Out standing within • 
7/6/42 6/;0/45 v 5, 000, 000 None 120 days from 

'each sale 

4 . BritiSh Coin Purchase Afireement 

Country Dated Expired Co~tment Purchases 

Liberia if 9/26/42 6/;0/44 • 2 , 000, 000 

11 The agree:nent as amended also provides for sale to Brazil ~ 
up to ~;oo , ooo , ooo 1n gold, ot which +220, 986 ,143 had been 
sold. 

· gj On October 9 , 1944 an agreement , as of June 30, 1944, was 
signed by the Secretary of the Treasury and the Ambassador 
ot Ecuador extending the agreement of ~ch l , 1942 to 
June ;o, 1945. The agr eement i s t o come into effect when 
Bouador t i les appr opriate supporting document with the 
State Department. 

1'8JJUDt to the .-oant ot 1645, ;o8.93 ~ been reoe1n4 tr<111 
t1w Ua1te4 K,,... ror •U'I'V oo1D• lb1ppe4 trca L1bv1a . 
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IIU - AW:IIJE .... YORK lf,- Ya1K 

• STaiM OVER GflRW.N PROBLEM. • • 0 • ' • • • .BY HERBERT J, SflLI -

WASHIN:iT(lN, (CINII)--IT Cfllj liE SAID ~ INFORMED WASHINOTON AUTHORITY 

THAT GER!.WIY NOf IS THE CENTER or A BITTER STRUGGLE OVER THE KINQ OF 

llaiLD THAT SHALL PREVAIL WHEN THE WAR IS OVER . IN TKE CQIRSE or TKAT 

STRUGGLE A DISTORTED 1/ERSI~ or ~E or THE PLAAS FOR C~TROLLlH:; GERMANY 

WAS PRESENTED TO THE PUBLIC AND LINKED WI TH THE NAME Of SECRETARY OF THE 

TREASURY HENRY IDIOENTHAU , 

THIS DISTORTED 1/ERSI~ WAS CONTAINED IN A 0 LEAK0 TO THE PRESS fOR 

THE EXPRESS PURPOSE Of DISCREDIT ING A PROORAM WHICH IT 'liAS FEARED MIGHT 

OTHERWISE GAIN ADHERENTS. 

I Alol IN THE POSITIC»> OF BlJNO ABLE TO OJVE A MORE ACCURATE NOT!~ OF 

WHAT THE ALTERNATIVES REALLY ARE WITH REOARO TO POSTWAR GERMANY. TKEY ' ' 

AilE 501.£WHAT AS FOLLCNIS: • 

0 fiRST, lHERE ARE THOSE WHO INSIST THAT GERMANY l.tJST PAY REPARATIONS 

FOR 'liAR DAM/.0£, AND THAT IN ORDER TO ENABLE THAT PAYMENT, GERMANY !IJST 

BE GIVEN HELP IN REBUILDING HER INDUSTRIES. PROI'ONENTS Of THIS PLAN RELY 

~ C~TROL FRO!.I THE QITS IDE TO PREVENT GERMANY FROM REARMIH:; AS A MILI­

TARY POIIER. ALLIED M!SS!~S, THEY SAY, SUPERVISIH:; GERMAN INDUSTRIAL 

PRCDUCT I~, WOUlD CONSTITUTE THE r.t!ARANTEE AGA INST FUTURE GERMAN PREPA­

RATI~ FOR MILITARY AGGR.ESSJ~. 

P!IO~ENTS or TK IS VIEW 'otlULD REu::JVE GERMANY 'S AIRPLANE AND SYNTHtT­

IC OIL PLANTS AND CONTROL IMPORTS AND EKPORTS. ONE GROUP IN THIS CAMP 

WOULD LIMIT GERMAN REPARATIONS TO A PERIOD OF l'JVE YEARS AND HAVE THE 

PAYMEHTS MADE IN o::x:DS . 

THE SECOI«l GROUP INSISTS TKAT THE PLAII OUTLINED ABOif: WOULD lEAVE 

GERMANY EC~OMICALLY AS POWERFUL AS EVER AfTER THE REPARAT I~S HAD BEEN 

c PAID, AND BEHIND THIS POIIER WOULD BE GERMANY 1S RAGE AT THE HUMILIAT ION 

Of MILITARY DEFEAT. THEY MAINTAIN THAT THE DANGER l'ROIA GERMANY WOULD BE 

GREAT NOT AfTER F JVE OR TEN YEARS BUT AfTER 2!> YEARS WHEN OERIIAIIY WOUlD 

KAVE SUBTLY WH JTTLEO AWAY ALL CONTROLS AND WO.IID KAVE WORMED HER WAY 

BACK , UNDER CO\ER OF BEING 0 P£ACE-LOVJNO ,• INTO A POSIT ION OF DANGEROUS 

AOORESSJVE POIIER. 

MOREOVER, THEY SAY, GERMANY WOULD liE, AS SHE IS NOll, RECEIVINO HELP 

FROM THE OUTSIDE. TKAT HELP WOULD COME PRIMARILY FROM TKOS! WHO W<l/11) 

BUilD UP A STRONG GERMANY, IN THE CLIVEDEN StT TRAD I TION, AS A BULWARK 

AND PERHAPS A WE.AP~ AGAINST SOVIET RUSSIA. HELP WOULD COM! ALSO ,ROM 

THE BIG CORPORAT I~S WHO I'OIIM!O PART OF Tie OERIIAII CJ<I\TEL-<lCTOI'US All) 
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. liD HAD AK) STI LL HAW IMPORTANT INT!RZSTS IN THE RtiCH. SUCH HELP 

COIIES ALSO 1RON GER!WI txiL£!0 WHO -IN GER!WIS lfHAT£\,f;R THEIR PI.ACI or 

R£f\JGE AM1 'WHAT6\'£R THEIR NEW CITIWISHIP. 

GER!WIY, THE PROI'aiDITS C7 THE "REWCE GERIIAN PRalUCTI<JI0 PROGRAM 

MAINTAIN, WOULD NOT BE SO STUPID AS TO PRODIXE ARIWIENTS AT QICE. TKIIT 

WOULD COME ONLY AFTER AN INTERVAL OF TEN OR fifTEEN YEARS. BY THAT TIME 

FOR£1GN CONTROLS WOULD BE REI.AXEil AND GEIUWIY CaJLD PURSUE \IIHAT£\'£R 

POLICY IT WANTED. THIS, SAY THE CRITICS OF THE 0 REilJ I LD GERMAHY" PRO<l!WI, 

WOULD BE MERELY A REPETITION Of WHAT HAPPENED APTER THE LAST WAR, ONLY 

THIS T IM£ GERMANY'S MEANS WalLO BE MUC H MORE SUBTLE. GERMANY 'IIClJLD CON­

STITUTE ITSELF A CR(!jJBAR TO WIDEN THE CRACKS BETWEEN Ttl£ BRITISH, THE 

AIIERICANS At.O THE RUSSIANS. 

SAID A SPO\ESMAN fOR TH IS POINT Of VlEWt 

0 THE PEOPLE WHO THINK TIIAT THEY CAN MAINTAIN INTERNAL CONTROLS Ol.f:R 

GERMANY All£ SIMPLETONS. IT SHClJLD BE RECOGNIZED THAT THERE All£ NO EN-

TIR£LY ClOCD ALTERNATI\'£S fOR DEAL ING WITH GERI.tANV . · IT IS A IIATTER OF 

CHOOSIIIG THE lEAST DAIIGERaJS AND HARIIPUL. 

0 G£RIAANV CAN BE KEPT AN INDUSTRIAL COUNTRY BY ENABLING THE MAN\Jf'AC• 

TURE Of TEXTI LES, TOYS, OPTICAL ClOCDS AND THE LIKE, WHILE DEPRIVING THE 

GERMANS Of ALL HEAW INDUSTRY. • 

IN SUPPORT a THIS VIEW THE fOLLOflNG PROGRAU IS ADVANCED: 

l•·INTER~TIONALIZE THE IIEAW INDUSTRY SECTION OF THE RUHR. 

z - -GIVE THE SAAR REGION WITH ITS COAL TO FRANCE. 

3--DIVIDE NORTH GERIAANY f'ROM THE SaJT!1 AND ABOLISH CUSTOMS BARRIERS 

BETWEEN THE SOUTHERN HALf At.O AIJSTRIA, T!1EREBV SOLVING THE PROBLEM a 

AIJSTRIA ' S UN~ORKABLE £CONOllY. 

4--DISMANTLE GERMANY'S HEAW INDUSTR IES AND DISTRIBUTE THEil TO TH!: 

NEIGHBORING COUNTRIES WHICH HAVE BEEN STRIPPED BY THE GERMANS ; RUSSIA , 

CZECHOSLOVAKIA, POLAND, PRANCE AND THE 1.0111 COJNTRIES. 

• THE SPO\ESMAN FoR THIS PLAN CONTINUED 1 

0 THE f#;T TIIAT THE MI[I)LE WEST Of 1!1£ UNITED STATES IS AGRICULTURAL 

IXES NOT MEAN THAT IT HAS NO INDUSTR IES, IN THE CASE Of GERMANY , THAT 

COUNTRY WAS AU.«:lST SELf•SUFnCIE.NT IN TKE PRODUCTION OF FOOO BEFOR£ THE 

WAR. IT PIICDUC£0 BETWEEN 9!1 J>HD 100 PER CENT Of lWlV C7 ITS VITAL 

GRAINS AND OTIIER f'OIIl RESOUICES. IT PROCUC£0 BETWEEN 90 AND 9!1 PER CDIT 

a ITS l.f:GETABLU , BETWEIIN &ll AND 90 PER CENT OF ITS £ 005 AND FIIJ IT, Al\1: 

80 PER CENT Of ITS PClJLTRY. 
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"IN 1937 GERMANY I'ROO.IC!Il SEVD; MILLI<»> T<»>S Of RYE ANI) UIPORT!D 

<»>LY: %00 ,000 'IONS, Alii> IT PRalUCED 3 i lllLLI<»> 'IONS Of' BARU:Y. c:J' POTA­

TOES , GERMANY PRCDUCEJ) 5!1 MILLION T<l-IS, JIIPORTlNG <l-ILY 100 ,000 'IONS . 1H 

BEET SUGAR, GEIUWIY WAS SELf-SUFFIC lENT, AS IT WAS IN THE CASE OF TUR­

NIPS , PEAS AND FLAX. IT DID HAVE TO IIIPORT ONE- FIFTH Of ITS WHEAT, BUT 

G!J\1.\0.NY IIIGKT WELL SUBSTITUTE OTHER GRAINS FOR THE WHEAT DEFICIENCY IN 

THE POST -WAR YEARS . • 

THE GERIN\NS, IN ANY CASE, WILL HAVE TO PULL IN THEIR BELTS AS TKEY 

DID WKEN are- THIRD Of THEIR PROOU:ING CAPIOCJTY WAS DE\OI'Eil TO AJU,W.t£NTS. 

THE RUSSIANS, WHO WILL CONTROL 0£RMANY WELL TO THE WEST Of BERLIN, WI LL 

IN ANY CASE DISMANTLE AND RE!.IOVE WKATE\ItR IS I«>VABLE. HAVING BEEN STRIP-

PED AND WRECKEJ) BY THE GERMANS, THE RUSS lANS AND POLES WILL NOT ASK ,~ 

ANY<»>E'S PERMISSJQI BEFORE FtEit.eliRSING TKEMSEL\£S WITH WHATE\ItR 0£RMAN 

EQU I PMENT ESCAPES BC»..BING AND OTHER MILITARY WRECKING. 

SO, IN ANY CASE, GERMANY WILL BE IN DIFfiCULTIES. AND NO MATTER 

HOW THEIR PROBLEM I S HANDLED THE GERMANS WILL "YELL BWE UJROER. • TKOS£ 

WHO INIINTAIN THAT THE PRIMARY PROBL~ IS TO STAVE OFF FUTURE AGGRESSION, 

INS 1ST THAT : 

I - -ALL GERMAN ARMAAIENT PRCDUCTION AND ALL MANUFJOCTURE TRIBUTARY TO 

IT UJST BE STOPPED, ONCE AND FOR ALL. 

4--LJGHT INDUSTRIES AND FULL AGRICULTURAL PRODUCTI ON UJST BE EN­

COJRAGED AND THE 0£iiiiANS IIADE TO Ll \£ ON WKAT THEY CAN PRCOJCE, HELPING 

TKEM IN THE BEGINNING WITH PROVIS ION OF NECESSARY FERTILIZERS . 

UNDER SU::H A PROGRAM, IT IS MAINTAINED , THEIR STAIII>ARD CF LIVING IN 

THREE 10 Fl \1£ YEARS CAN BE LIFTED ABO \I£ THE PREWAR LEVEL IN POLAND. IN 

THIS WAY GEB!.IUIY CAN BE PRE\ID;Ttll FRCII PREPARING FOR THE N!XT WAR. O£R­

MANY CA~OT BE TRUSTED TO STEEB FOR PEACE HERSELf. SO THE MOOSTER' .S 

FANGS UJST BE PULLED. THE 0£1\MANS WILL YELL AND WHINE IN ANY CASE . SO 

DISREGARD THE OUTE:RY AND OJ VE THE CASE THE TREAT!AENT IT D&SERI£S FROt.l 

THE POINT OF VIEW c:J' THE WELFARE AND SAFETY OF THE CIVILIZED WORLD . 

COPYR IGHT , 1944 , OVERSEAS NEWS AGENCY , INC . - 10/t / 44 
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WASHINGTON 25 I -:All -
TREASURY DEPARTMENT 

October 17, 1944 

.. MEMORANDUM TO THE SECRETARY 

I am enclosing a list of the 

special items valued in excess of $50 ,000 

as of October 14, 1944. 

£.;/_~d. 
E. L. Olrich -'( ~ 

Assistant to the Secretary /' 

0 
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0 PhOP~KTY FG::DISPOSAL 

SPECIAL ITE!~, COST TO GOV'EIW'lENT I EXCESS OF $50, 000 

AS OF OCTOBER 16, 1944 

l. Automotive Products 

QUANTITY UNIT COST 

AUT<Y':OTIVS: SPARE PAF TS , NEW 21 000 000 

Large quantities on recent declarations are 
bolts, nuts , spark plugs , f uses - called "parts 
common " that can be used on any motor vehicle . 
Lists totalling 11 mill ion parts worth $2 , 500, 000 
have been submitted to For d and General Motors 
for them to analyze all:! detem ine parts acceptable . 

AUTOMOT!vs: ?ARTS , OBOOLE'I'E , USSD 

Majority are used , having been taken fr om used 
vehicles and put in stock. Ther e are acres of 
used bodie s , fenders , cowls , cabs , etc . , at Blue 
Grass , Ky . and Fort Crook. Spot check inspection 
list has gpne to Chrysler as a test action on 
disposal . Other lists are going to other manu­
facturers . 

0 

COST TO GOVT. 

s 14 000 000 

2 000 000 

1\.) 
• j 
v") 
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QUANTITY 

376 459 
gals. 

UNIT COOT COST TO GOVT. 
HYDRAULIC FWID 

Needs reprocessing . The man~facturer •s 
telephone offer or $. 50 per gallon for 
entire lot has not yet been confi rmed . 

JACKS , HYDRAULIC 

4 wheel, roller type , for garage use . There 
are several makes . TWo manufacturers have been 
requested to submit an offer . 

MOTOR ANALYZSRS (testers ) 

Regional Office has been authorized to re- sell 
to ~anufacturer on a 3 months ' delivery basis . 

$ 1. 74 

10 741 79 . 00 

1 500 100.00 

2. Textiles and Wearing Apparel 

All textiles and clothing in the 
hands of disposal agencies have 
been temporarily frozen to enable 
the Army to make selections for use 
in progran for occupied countries . 

$ 656 580 

646539 

150 000 

Regraded Unclassified
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BELT POCKET FOP. CARTRIOOE CLIPS 

Web pocket with fastener . Radio advertiser 
is taking quanti t ies under option as requests 
from program devel op . Price received $0 .06 . 

MAGAZHTE BELTS 

An apron of web f abr ic belt pockets to hol d 
bullet clips . Samples have been sent to all 
regions to wi den sales effort . 

LEGGINGS 

Wor ld War I stock, good only for ~alvage. 
Now being authorized for sal e by Regions . 

W.A. C. CAPS 

Samples have been given t o exporter s and 
others . This i s an i t em that is hard to 
dispose o! . 

RATS I ARMY SERVI CE 

The old- s t yle , broad br immed campai~n hat . Of 
original amount of 91, 000, hal ! have been sol d . 
Negotiations in process !or balance . 

QUANTITY 

1 000 000 

55 369 

213 280 
pr . 

76 712 

45 , 928 

- 3 -• tn:IT COOT COST TO GOVT : 

$ .10 $ 100 000 

2 .35 130 325 

109 833 

2 .20 168 766 

3 .00 137 784 
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HOODS, ANTI- GAS , Ni.W 

New declaration - sample awaited . 

COATS , FIREl"'EN 'S SAFETY I NEW 

New declaration - sample awaited. 

GLOVES , RUBBER, Af'.'T I-GAS 

Gauntlet type. An industry meeti ng ~as 
held to discuss disposal program . Represents 
4 years• suppl y . Present inventories in m!rs . 
hands are high. Recommendation 1\aS t o export or 
sell as crude rubber to manufacture criti cal 
items. 

APRONS 1 IMPERMIABlE 

Rubber coated apron, with sleeves , designed 
like an operating go~n . Has very little use , 
except to cut up t o salvage the materiaL 
Manufacturers not interested in re- purchase . 
Negotiations are underway to sell in open 
market . 

'iUANTITY UNIT COST COST TO GOVT." 

97 997 $ 1.00 t• ... 97 997 

26 526 4 .77 126 529 

667 000 1.00 667 000 

79 449 5 .00 174 800 

Regraded Unclassified
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New declaration - samples awaited . 

RUCKSACI'S, NEW AND USED 

Will attempt to seli on open market . 
Samples awaited . 

MOS1UITO BARS , WITH RODS 

e 

ArmY has withdrawn a substantial quantity . 
Sears Roebuck purchased another hur-dred 
thousand . 

TARGETS, ANTI- AIRCRAFT 

New declaration - sample awaited . 

SLIDE FASTENERS 

Inventorte s will be taken to determine 
quantities by manufacturer . They will be 
disposed of in same manner as prior lot . 

Q.UWTITY UNIT COST 

73 266 ~ 1 . 18 $ 86 659 

5 000 12.66 63 600 

110 000 5 . 90 649000 

8 861 14.32 126 891 

2 009 694 .119 239 797 

,, 
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3. Machinery 

CONSTRUCTION f't.ACH!NERY, r.EAVY 

General inventory of used machinery, 
.oat or 1t in very poor condition. 
aales are being made regularly but 
inventory mounts . 

ROD-standard mud cleats for crawler­
tractors . They are nothlny but 

~ .alaea:red pieces or structural angle iron, 
:i.•.-t:h nothing except for scrap . Adver-

1ng folder will be issued . 

gripping shoes to be attached to special 
•ltler t ired treads or high speed m111 tary 
M.Ctor·s. Each v.eighS 6 lbs. A tractor needs 

pieces. There is no known application on 
machines; no market, except tor scrap . 

IIIU>'~"lty being released . 

USED 

- 6-
0 

QUANTITY If.'' IT COST COST TO COVT . 

6 500 $1000 .00 $6 500 000 

43 853 

76 726 
pieces 

767 

(average) 

3 .00 131 559 

2 . 70 207 160 

80 . 00 61 360 

!\) 
) .... 
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4. Furniture 

the Army and all 

-..a 41,170 v.ood, double deck bunks , 
steel, single beds , and 34,719 folding, 

am canvas cots . 

heads, feet , and side rails; 
•1!>11&d. Negotiating w1 th bed m!rs . re­

repurcbaSe. 

some featrer pillows, - mixed 
• Moderate sales of new pillows 
regularly . Used plllows are not 

New declaration - plans 

QUANTITY UNIT COST 

14 964 $ 6 .30 $ 94 415 

88 789 3.50 310 760 
(average) 

65 000 

899 600 .73 656 708 

9 500 6 .00 58 000 

r > 
') 

,,) 
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1-'=5 are new. Substantial sales or 

, ror conversion into paper, 
place regularly. 

5 . Hardware 

10 to a carton . Will be sold to toy 
• tor the approaching holiday season, 

$.65 each. 

bead, With 8 rt . handle . All w111 be 
tbls week to hardware Jobbers. Bids 

entire lot at around $.71 are in hand. 

tal equipment - Inspection report still 
• W111 be transferred to Veterans • Admn . 

QUANTITY 

518 000 

330 000 

47 967 

48 412 

586 

UriT COST 

$ 5 .50 

.89 

6.28 

1.53 
(average) 

368.00 

- 8 -• COST TO GO\IT. 

$2 849 000 

293 700 

301 399 

74 069 

215 648 

1\) 
) 

w 
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lAl~ size , 25 ft . lengthS. Approximately 
18,000 lengths that bave been used for handling 
explosives have been w1 thdrawn . ArmY will 
inspect. 

FIRE HOSE, NEW 

Some li inch, - some 2i i nch . Army will take 
entire l ot, 1f in good condition. 

RANGERS I GAS I t>.'EW 

141 sold to Govt . agencies . Have several bids 
and exPect to dis pose of 455 more this week . 
Awaiting report from Atlanta on remainder . 

COVERS .A.~D SEALS I RU"BER 

Includes 3/4 ton seals, ~1ch are round rubber 
washers about 1 inch in diameter . There are 27 
t ons of new "covers" which are 2 in . lengths of 
bl ack rubber hose -- thin wall , abOut 1 inch in 
diameter. Inspection report awaited . 

BOLTS I l"ISCELLANEOUS 

QUANTITY ut.IT COST COST TO GOVT. 

10 000 $ 33.50 $ 372 446 
plus short 

pieces 

247 400 
ft . 

1 957 

27-3/4 
tons 

8 500 000 

109 720 

95 .00 185 915 

169 245 

2 500 000 

The regional offices have been instructed to con­
tact m!rs . and lar~ jobber s . Little interest shown. . ... Regraded Unclassified
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STAPLES 1 GAL\ANIZED 

100 l bs . t o a keg . Sales are be ing made in 
substantial quantities at pri ce near cost to 
Government . 

WOOD SCREWS 1 B!'ASS 1 NEW 

The regional offices have been instructed 
t o otter these screws to manufacturer s and 
l ar ge jobbers . Little interest shom . 

SMOKE G~A.TOP.S 

Obsolete smoke pots . Fruit gr owers have 
bought so:ne and an effort 1s oeing made to 
dispose o! this re~aining balance at ~1 . 50 . 

SMOVE G~~TOR P~tTS 

Small me~l part s {valves, fittings) !or Army 
mobile snoke generator. The big chain stores 
and manufacturers are not interested. A !\ . Y. 
"distributor" is inspecting this T.aterial and 
has made an inf ormal offer !or selected ite~ . 

Q.UANTITY UN1T COST 

18 000 $ 4 .52 
kegs 

250 000 .25 
gr oss 

55 000 3 . 50 

- 10 -

COST TO ~VT . 
$ 81 360 

62 000 

192 500 

277 000 

,. 

") ., 
V1 
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S!''OASHOES 1 E11ER.GSNCY 

Paratroopers' special type of no value for 
sport purposes . Moderate sales at $1 .00 each 
are being made for childrens ' use . 

SNOWSHOES 1 l'<'E\.J AND USED 

Regular types . Represents a bout 6 years total 
sales in u.s . Sales are now being made in 
small quantity. 

SHOTGlft\S 

~anufacturers are re-purchasinb on contract . 

A mount for a machine gun . No utility value 
known . 

MA.Cr n-e: GU''S I ~LECTRIC 

Practice gun . Specifications t~ve been sub­
mitted t o amusement park ovners . 

Q.UM'TITY 

18 800 
pr . 

41 762 
· ~ 

1 800 

32 

707 

U''IT COST 

$ 4 . 25 

9 .00 
• 

06 .00 

5300 .00 

279 .00 

- 11 -e 
COST TO '10VT . 

$ 79, 900 

375 658 

101 332 

169 600 

197 253 

1'\) 
) 

v"'J 
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SCABBARDS I BOLO 

Designed for bolo that is now obsolete . Few 
bolos availaole . This Oi flce has devel oped 

QUAN'l'ITY 

228 000 

idea to wor'· off this stock to toy manufacturers 
who will make toy wooden bolos to l O with them. 

Some small sales have been made at $ . 50 a 
pair . Additional prospects for large quan­
tities are being developed . 

LAA'I'ERNS 1 OIL PTJR nm 

Navy will withdraw for t ransfer to Army . 

'~"~YERS 1 MINE F'ISLD 

Carrying case with 30 metal fla~s on pins . 
severa l orders for small quantiti es have been 
r eceived from state road commissions . 

PLATFORM TRl'C~ I ST£ELI !"E.i 

Steel truckson casters . The truck weighs 800 
lbs ., and it t akes 2 men to push an empty truck . 
we have offer of $16 . 00 f or a l1m1 ted quantity . 
About 1500 were sold at $15 .00 each . 

300 000 
pr . 

34 460 

10 000 
sets 

7 000 

!J'.IT COST 

$ 1.60 

1.30 

3 .00 

6. 85 

75 .00 

- 12 -• COST 'IO (l)VT. 

$ 364 800 

390 000 

107 316 

68 500 

525 000 

1'\) 
) 

.J 
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RESPIRATORS I nvsT I cOMr~mcrAL 

Made for African combat use - some are suit-
able for industrial use . A manufacturer has 
made a repurchase offer of $ .70 for those of 
his make . Ohter manufacturers ' offers awai ted . 

SIRENS , NE'..S 

Hand warning device in carrying case . We lla. ve 
ot ter fo r entire lot at $1.75 each . 

INC INERATORS 1 NEM' 

Designed fo r human excretia but can be used for 
burning l ower- water content material by re­
modeling at cost of $1000 ea . r.anufacturer de­
cided against repurchase . Startinb to offer for 
sale direct to municipalities . 

IMPRE<TING MACHINES 1 NEW 

Original manufacturer has been g iven 10 days to 
present repurchase pr oposal - time will be up 
thi s week . 

RAFTS , Pl\"EI.JI1ATIC , 5-MAN 

About half of original lot has been sold at es­
tablished prices . Sales are slowing down as 
vacation season closes . 

m-·rT COST 

61 127 s 1.00 $ 59 293 

28 638 6 .00 174 569 

34 9, 818.00 333 812 

35 600 21 .95 781 420 

1 400 200 .00 280 000 

Regraded Unclassified
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QUANTITY 

6 . ··•edical and Hospital Supplies 

DENTAL SUPPLIES 

World War I stocks located at Perry Polnt , Md. 
Instructions have been given regional office 
for disposition . 

SUR~"ICAL INS'~'Rl.JJ"'ENTS 

Stocks at Louisville , Ky . Current inventory 
unknown . 

STSRILIZZRS I ~8..1 A@ 'IS:::D 

Considered unsafe for medical department use 
by Army . Negotiations with mantfacturer in 
process . Offer for part of lot received . 

BOTTLES I WI DEY.OUTH ' 250 c . c . 

Purchase being considered by a large manu­
facturer . 

FLASV' WI '!'H CUP 

r.ade for soldier to car.ry liquid medicine in 
f ield - a small canteen . Probably or no 
commercial value . 

1 381 

201 307 

200 000 

Ut IT COST 

$ 

300 .00 
(average) 

.45 

.33 

14b 

COST 'ID C.QVT. 

$ 100 000 

250 000 

495 037 

90 588 

66 000 
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TEST 'lUBES , GLASS 

iUANTITY 

4 670 000 

Some samples have arrived and disposal plans 
are being made . 

PETRI DISHES, WITH COVER 

Laboratory dish for making germ cultures . 
Sample awaited . Have been re(iuested a second 
time . 

DISK , Y:ETAL , ABRASIVE, 7/8" 

Dental supply item - packed 12 disks on a card . 
Manufacturer is not interested , reyort i ng big 
supply on hand fr om contract termination . 

FLCSS , SILK , DD.'TAL 

Samples awaited . Have been requested a second 
time . 

BANDAI'JES I 11l'SLIN 

~ction is being t aken to secure a desirable 
outlet . Offers will be considered this week . 

230 000 

134 000 
cards 

510 000 
spools 

134 584 
doz . 

Ul\: IT COST 

$ .03 

.27 

. 60 

- 150 

COST TO " OVT. 

$ 140 100 

62 100 

80 400 

173 400 

128 034 
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QUAI\'TITY 

DR~SH\GS , FIRST AID PACKAGES 30 000 000 

Withdrawals have been made and it is presumed 
that thls balance represents quantities that 
have been purchased from co~~ercial houses , not 
Red Cross . 

GAU~£ . PLAIN , 25 YD . ROLLS 

New. Region has been instructed to dispose c~ 
this item to Govt . agencies . Also offering to 
our own Purchase Grouv for local Government 
office use . 

150 000 

SUTURES, SILK AN:J CATGUT 13 500 000 

For sewing after surgical operations . Two of 
the numerous man <facturers might be interested 
in their own product if quantity could be de­
termined . The inspection task is practically 
impossible as long as the s t ock remains in the 
custody of the Medical Department . , 

ST?.E'"'CHE~.S . CM'VAS Al\"1 METAL , 1\"EHH 

New ite:ns from o .C.D. stocks . llle~ot1atlng With 
a large distributor of this equipment . 

tubes 

8 400 

,, 

U\IT COST 

s 

.75 

- If)-
COST TO GOVT . 

$3 582 000 

112 500 

2 397 000 

54 000 

1'\) 
) 

. ~ 
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AZOCHLO~ID IN TRIACETIN 

World War I stock . Aw~iting act ion by voard 
of medical officers . 

S"'DP'r. AWP..AT~ 

3~ and l - 3/4 gr . tablets pack in 500 unit 
boxes . Special Army packa;e - manufacturer 
not interested. 

HAEt10TOXYLil\' I LICHT 

10 gram uO ttle . Awa1 t1ng action bv board of 
medical officers. 

DICHLOIWITI\E T 

16- 2/ 3% in Tri . World war I stock. Awaiting 
action by boar d of medical officers . 

SULFANIL.~E 

5 and 7 .5 gr . tablets . 250 ,000 boxes of l2 
tablets , 289, 000 bottles of 1,000 tablets . 
Obsolete ~~my item. Awaiting action QY board 
of medical officer s . 

).li.WTITY 

360 000 

13 500 
::exes 

99 000 
c.ot tles 

359 000 
pints 

539 000 
packafes 

$ 4 .55 

7 .50 

1.50 

1.66 

- 17 0 
COST 'IO GOVT . 

$1 638 000 

101 250 

148 500 

595 940 

344 930 

1'\) 
) 

.\,) 
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BU?~t\OV.'ES SOLUTION 

2 . 27 gm . tablets - 500 to a bottle . This item 
is belng offered to the manufacturer today . 

PEPTONE , DRIED , U.S.P. BLAG . 

Has been offered to Govt . agencies - not 
interested . 

PEPTOt~ PROTEOSE BACT. 

Has been offered to Govt . agencies - not 
interested. 

PROCAI~'E HYDROCHLnRIDE 

QUANTITY 

18 000 
bottles 

96 500 
pounds 

35 000 
pounds 

163 000 
POU.1dS 

10 1m1ts in a box, 150 and 200 !1M ampules . Being 
offered to other Govt . agencies by our regional 
offices (after test ) . 

HYDROGEN PEROXIDE, B% SOL. 

Too strong for beauty parlor use . Stock all re­
ported 1n leaky bottles . Bottles run f rom e~pty 
to two-thirds full . Prot ably ~orth only salvage 
value of the bottles. 

402 000 
pounds 

' '="IT COST 

( 

"' 

4 .00 

6 . 20 

2 . 75 

- 18 - ,_.., 

COST TO OOVT . 

$ 144 000 

386 000 

217 000 

448 250 

250 000 

1\.) 
) 

.....> 
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ACETOPHENETIDIN 

5 gr . tablets, packed 1000 in a bottle . 
Obsol ete item awaiting action by board o! 
medical officers . 

0 

7. General Products 

DRUMS , 55 GAL . USED 

Sales o! moderate quantities are being made 
r egularly at ceiling price o! ~1 . 00 

BATTEf.IES , DRY CELLS AND ?ACKS 

over age fo r Army use . New declarations come in 
and sales are reported regularly . 

.AMMUNITIOK BOXES, METAL , USED 

lt is r eported that about 2 million boxes are 
coming in and we are a~aiting further declara­
tions before starting dis~osal . 

CAMERAS , AIRCRAFT 

~UAi-<TITY 

70 000 
bottles 

50 000 

300 000 

96 

Each camera has great variety of collateral equip­
ment . Obsolete bype . Physical i nspection being made . 
Informal negot i ations with Fairchild Camera Co. in 
process . 

Ul\IT COST 

~ 1.35 

2 .50 

1.00 

- 1~ 

COOT TO GOVT. 

$ 94 500 

125 000 

130 000 

300000 

307386 

1'\) 
> ..;:.. 
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QLANTITY 

GE:tf!:'...RATING SETS, USED 

25 ~ .w. , gasoline driven . Kew declaration - no 
acti on as yet . 

HORSES 

All hor ses will be sold according to establ ished 
pr ogr am of auctions . 

12 

2 200 

8 . Paper and Office EqUipment 

BOXES, TABlET 

500 boxes in a carton. Believed to be 
Wor ld War I stock. Samples awaited . Have 
been requested a second time . 

320 000 
cartons 

- 20 - • 

lWIT COST COST' 'ro GOVT . 

$5,000.00 e; 60 000 

165.00 333 000 

. 40 128 000 

Total . . . • . . . . . . . • • . . . . . • . . $ 53 796 632 

• Regraded Unclassified
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SURPLUS USED tluc¥~ REPOkT 

For 7 Days and Per iod Ended , October 14, 1944 
(Per iod Began Janm.ry 1 , 1944) 

Total Used Trucks Declared 
Less Declarations Withdrawn 
Less L 'a. OS to Other Federal Agencies 
Less Transfers to Other Federal Agencies 

Net Used Trucks Declared for Sal e 
Less Used Trucks Sold 

Bal ance or used Trucks on hand 

7 Days to Oct . 

4 
5 

12 

M ALYSIS CF INVENTORY 

Inspected and ready for sale 

Not inspected 

14, 1944 

569 

21 

548 
2116 

Per iod 

1435 
150 

3021 

• 
to date 

41584 

4606 

36978 
27704 

9274 

6221 

3053 
9274 
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• • • SURPWS USED PASSENGER CARS REPORT 
For 7 Days a nd Period Ended, October 14, 1944 

(Per iod Began January 1, 1944) 

7 Days to October 14 

Total Used Passenger Cars Declared 82 
Lees Declarations withdrawn 0 
Less Loans to other Federal ~encies 0 
Lese Transfers to other Federal Agencies 4 4 

Net llsed Passenger Cars Declared for Sale 78 
Less Used Passenger Car s Sold 229 

Balance of Used Passenger Cars on hand 

ANALYSIS OF INVENTORY 

Inspected and ready for sale 

Not i nspected 

Period 

112 
19 

576 

to Date 

5964 

707 

5257 
3898 
1.559 

921 

4-38 
1359 

Regraded Unclassified



0 SURPWS MOTORC~S REPORT 
For 7 Days and Period ~nded, october 14, 1944 

(Period Began January l , 1944) 

7 Days to October 

Total Motorcycles Declared 24 

Less Declarations Withdrawn _g 
Less Loans to Oth3r Federal Agencies 0 

Less Transfers to Other Federal Agencies 0 2 

Net Motorcycles Declared for Sale 22 

Less Motorcycles Sold 329 
Balance ot Motorcycles on hand 

ANALYSIS CF INVENTORY 

Inspected and ready f or sale 

Not Inspected 

14 Period 

35 
0 

210 

Note: tunus 26 total declared -
Region 8 - erroneously reported 28 declared in report August 26th. 

0 

to date 

14172 

245 

13933 
8255 
5678 

4181 

1497 
5678 

Regraded Unclassified



C.liiLI TO AliiASSAlXIl t.!ACVEAGR, CAIRO, JDIPr 1 PRCII 1rAR REFUGII BO&JII) 

Pleu• dali ... r the tellwl.ac u••ac• te teeu P. I»nenbera .tr• 

tbe Internati.U !Wecue and !!Allie! c-ittee, 

QUOH calliW'UI.lTICIIS YOOR ()()(I) 'tlalX S'!'OP CAD DIIIIDUl'ELY 
Wlln'IIBR tOO R1CJ1IRB ASSllft'.t.l«:: .FCR NSmJS&RY PIIIUCCSSIOIIS TO 
lM'IR ITALY 8TOP &IOJR TO IUVB TOO SURm I!EPII<III 8ITUA1'ICII 
'l'IIII!E AND ESTABLISH I'1IRIWI8HT li!P!ll3BHTA1'IVB IF PCIISIBL& UHQUO'l'll 

Regraded Unclassified
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0 

301) 

l"JAuo adnao Ill". J'rantillelc Bneo an4 Ill". Ju Beolce, o/e C.eoheelnalc 

Ja.D1.atJT of Parei.Cn Attldra, truneea 1.n Lellden of the Alltrican Reliet r .. 

Csecbee1enkia, DIO., ~ Ierlc, ... IerJc. tbat tbe Treuur7 Depart.ant bu 

.-..s..s Section 2 et liceuae ... 1F..:ll.S3 deacrtbed 1.n tbe Depart.aut•a tale­

cr- Nee. 2158 et llarcb 31, 1944 an4 6969 et A~~CQ~~t 30, 1944, te read u 

tall.nt 

"Tbe total awnt et .tunda p&id aut er .. t up in blecnd 

acoeunta er otherwiae obl4ated W'ldar the ter.e ot tbiA 

lioeoae •ball not exoeecl the D«~Dt of dallare (or the t«r­

eip ourrene7 eqlli'lal.ent tbereet) autboriMd b7 epec:Ltio 

TreUU%7 lioena .. te be ... d Wider thie lioen ... • 

Tb1.e aMnd!Dent ia 1n collll80t1on 1111 tb a apeoitie Treuury Ucenae 

1 .. 1184 te the ~oan Reliet tr~r Cseobee1nalc1a, Inc., t:• J'81t te lll"o 

J'rantillelc .._o and Ill". Jan Beelco the eua et $200,000 1D addi.ti• te ~ 

~ttance prni-17 lie-ad. It baa the &pp&&'fal of tbe Depart.ent, the 
• 

• 

Regraded Unclassified
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Diat.ribution ot tl'1l8 
HlldiJIC olll;r. b7 special 
&rr&JlCCPent. (SS:RET W) 

Secretary ~State 

Washington 

.3169, October 171 7 p . m. 

FOR IUVITT FllOI.I Fnn:L 

Lbbcro 

Dated October 17, 1944 

Rec•d 10t29 P·•· 

S&l;y bu;yillg cheese, rice, oft.! tiDe 1 1'Wptebles 

and blankets in Sllitserland tor ehi~nt wherever em 

wbe~~enr poeeible. Acount spent 500,000 Swiss .trance. He 

"urcee additional purchases there but for that would 

Q need tunde additional to ;your recuJ,ar remittances. 

This ' ill WHB 224 JDC 92 ~er intormed b7 l"ilderman 

that ,,coo,coo Slriee .trance if sent ill.alediete4' or . . 
ten if at all delqed needed tor 200, 000 Jen liber­

ated rraa labor Clll:lps , returned de~• and Nt'ugeee 

traa ftun&ar7 . .Uao urpnt neceeeit,' or crea tion 4 re­

training centare . To preeent 600,000 Sriee traDes 

uee4 b7 Flldenan to eecure 500,000,000 lei. lloDq 

DOW ~ed tor Ootobc', !low ber, &114 Deo_.,.r tor 

too4, o1ot.llillc &114 lod&ial. Ro -rt.oaied FOJ*i t;j ....... 

Regraded Unclassified
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• 2 • I'JUI1, October 17, 7 p ... troa Lia'-

)lu been returned. u ;yet, SeJy haa lll&de tota.l credit 

of 2,000,000 &ri.aa trAMa of which 1, 400,000 atill 

an1l•ble , Telegraph 7<N.r decision regarding 1'inane-

~work ~iatel;t. Report dated October 11 received 

troll Budapeat tbat 5, 000 J'ews a~ deported troa 

SlovaldA, 

li01!11EB 

u:&V•CSB 

00 • IIUa ChaUDCeJ' (tor tbe S.o ' ;r) .lbrallluleon, .lksin, Cohn, Dnlr;r 1 llu8oia 
JTWMn, Cut011, Hodel, te .. er, ll&rka, Nannon, J.lcCormaok, Pehl•, 
1'1l.N. 

Regraded Unclassified
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303 

The lfer b.f\aceo Boercl requeate that 70U delinr the tollw1JlC •ssago 
to WSlbel.Jilfolbe, U <D.etsgotten Struao, Steokhol.JI, 8ncleo tr• Rabb1 
QlMnwih, Vud llahatsal.a a.raonc7 c-s.tteo, 

QUO'B 111t are intcr•d tlat before lea"fing Jrewe, L1thuau1aj; 
Geruna teet With thea tiw of the createst rabbis, •oac 'lltl• were 
Elchanan WUsoraan and .lbrabaa Oredainsld.. fleaae do owex) thin& 
poelible to 1111.ke contact to san thea and try to ebtain Sriclhh pass­
porte tor thea. ¥0007 no objoot. UNQUO'l'B 

Froa 'IRB to <D.aen. 

fleue lend 70ur ~Uest cooporatien in tbl.e utter. 

)a30 p ... 
OOtobor 1?, 1944 

. . 

Regraded Unclassified
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Secretary of State 

1Taehington 

4219, Seventeent h. 

Stockholm via London 

Dated October l?, 1944 

noc •d .3 •29 p. m. 18th 

Swedish politics today'e NYDAG tontpsgedly carries 
following article under heading "Baltic Fascists in Large 
Nw:lbers to Sweden" and subheading "Swedish .luthcrl ties 
and American Legation aa Organizers?• During present 
rear in neutral sweden an extensive pro-Fascist and 
anti-so.iet Baltic organization haa been secretl.y developed. 
Its chief purpose i e conspiracy against USSR by organinnc 
poll t l.cel c iiJ'l)era in collaboration with Qerman and Swedish 
llada and acme aimple anti~amcuniat •democrats" to 
conduct hostile propaganda against USSR and organize 
emigration from Baltic Sta~e to Sweden. Thus tar appro­
ximately .30, 000 Balta been received Sweden as refugees . 
Some are harmloaa people who have taken opportun1 ty 
escape war and eat f •lll meal in Sweden. ::>uch elements 
should e njoy available help and receive work and ob-
Yiollllly t hey can be sent h~ when paecetul reconetruct1on 
era arrives. Thll7 unconstitute essential. pr eble• which i s 
Fasciet care ot Baltic emigration conaiating persona intend­
inc remain Soredieb. They will become Baltic 1rradentieta 
and center for anti-sort at poll t ioa 'llhicb will harm and 
irr1 tate Swedish policy and intereets in east. Everyone 
knOWII how badly Swedish authorl ties treated anti...,aecilt 
refugees during early years and i t i s onl.y recently t hey 
haft received better treatment . Bituat1on enti rely dif­
ferent r eglU'dins a.l tic refugeu and SRdieb au tbori ties 
tacili tatad their J OIU'1'IQ" enr,o poNible way. Reliable 
infor..tion indicates Sooedish autboritiea positively u­
llietacl in organization Baltic 8111crat1on to Sweden. 6000 
to ?000 laton1an Sndea abipped here with Garllan apprO'ral.. 
Batoniana and LatYiana aalectacl b7 l.aadara of organisation 
1n Sndan been brollgbt lwre accordinc plan. Soredieh 
General Staff ought axplll1n wl\7 spacial •recaption otfioar• 
sent Oothland and what b:l.e instructions are reslU'dinc 
Baltic refueeea. s.ediah HaVT pend.ta itself be photos­
raphecl by pres• cormection 1 ta etrewoua aerYicas rendered 
Baltic ref\118• boats. bucb boats haft ca!lll here, unloaded 
and ~ftd fuel tor return JOI&rllll7• It would be proper 

far~ 

Regraded Unclassified
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-2- #4a9, Seventeenth, fro. stockhola 

tor Ooveiiltlllnt state what is occurDIId and what •s correct 
regardi"8 all tllis . Socialistic Republics , Est onia, 
Lit huania followinc plebiscites been annexed to USSR o.or 4 
years . Swedish aovornment acknowledged this status de facto 
and de jure. How can Swedish Gover nment perm!. t or perhaps 
allow Swedish authorities to collaborate with deportation 
organized in Swedan of populations from Soviet territories? 
Toron•t do offer excuse that i t •s from German-occupied aroas 
where from refugees been saved because most of them for 
over three years adjusted the .. .selves to German occupation 
and only just as Gert:l&NS were dr1 ven out felt they ought 
!leo, Prominenteet refugees were well re&arded by Qormans 
wherefore this isn•t generallJ' 8 night from Germane. 
(Following ~or subheadinC •&•ericao Legation Involved• 
is direct quotation) : \1hen Es.tonia was liberat ed from 
Gel'IIIIUIS and Republic •a lawful goverraent returned to Tallinn 
n •national• phantoo govern=ent suddenly arose in Estonia; 
that is to say I:stOilian people have never seen this 
•government• but Swedish Pl·eu obligilliJlY played it up as 
a poll tical reality, Since then, however, nothing •s been 
heard ar Qovernrnent in question but our investigations int o 
matter led us to Arnerioan Legation stockholm (Three preced­
ing words underscored) where an Eo toni an employer hrus same 
name as one of "!tl.n1st ers 11 of phantom government, It •s 
definitely stated to be 11 case of one and the same person, 
en this score a statement lr; .l'llerican ltl.nister l!r . He rschel 
Johnson is eminently desirable . It is indeed a ques tion of 
relations vis-a-vis United States• veat ally. Alr.erican 
Ul.nister ought at sa:;,e til'.e tell public whether i t wns wi til 
his knowledge that over 900, 000 Sllsdish kroner (amount 
underscored) have been p&id by an tn:!ployse of hie Leltation 
tor t he organization of Baltic er:Uvation to Sweden, We 
IIIUSt presuppose that thcl lliniator i s Wllllr&re of utter and 
we hope our information will causa him t o investigate what 
ld.nd ot business a number of his employees are conducting. 
(Following concluding paragraph is italicized) What ha.e 
been eaid above will eut!ice for today, Ws await with 
interest what swedish aoverrunsnt and Alnerican ltl1n18ter have 
to say in matter . FrOID Swedieh viewpoint it•s plain tlwae 
machinat ions must be condemned. We don• t have to concern 
ourselves with the View that emigration of )01 000 t o 401 000 
Balts--and Finns-da goina to complicate the solution of 
postwar employment probl.eiDII but we can keep excluaiveq to 
question of political conMquencee which 111118t be inYolftd 
when Sweden houses a cO\Illter -reYolutionary reser'f'Oir U wa 
w1 th to bue rea11on enouah for cond&:llli"8 this entire 
trai'fic. 

Regraded Unclassified



• 
CW1L1 TO IIUIS!Wi 'W!Bl80!f rat~. BIHif, SITTZIRLUI) 

TIM Dr a.fli&M BMrd reque.ta that ;reu del1:Nrtb8 fellwinc •••ece 
te Iauc sternbuch, 3 Teuta•r struM, st. Gallon, SlritserllUid tra Rabbi 
Xltl•ncta, Vaad Babatsela a-raeno:r C~tteea 

QUCil'B We are 1nt«<"''8d that befere leartng Ke'me1 Lithuania, 
0.1'11&118 took with the• fiw of the ereat .. t rabbis, uona wb• -.re 
llchanen WU••~ and Abl'~ Gred11n8ki. Pleue do e~r:rtld.na p .. -
aible to JUke contaot to eue tha. llone:r no ·object, URQUorl 

"3 a)O p .a. 
ODMMr 17, 1944 

., 

Regraded Unclassified
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lfQT to BE 1!1-TBANSMitTED 

COPY NO , _ ( .._( _ 
SEX< RET 

OPTEL Ng. 338 

1944. 
Information received up to 10 a.m., 17th October, 

A thick minefield ott Aesina hes delayed arrival of Naval torcea at Piraeus , One H,M, Minesweeper and one British yacht minesweeper sunk in this minefield 15th, One ot H,M, Canadian frigates sank a tl-boat N.W. ot the Shetlands yesterday and took 44 prisoners, 

2 , IILITARX 

WE§TERN EyROP£. Further limit ed advances by French and u.s. in Epinal sector and east of Luneville asainst determined resistance. Aachen completely surrounded and street fighting taking place in the town, Repeated counter attacks by German infantry and tanks trom outside have been driven back with heavy enemy losses, Canadians have advanced about a mil e west­wards on o six mile front west of the Sevojoarda Plaat and ore now f i rmly linked with their bridgehead north ot Leopold Canal in Watervliet area, The original bridgehead about eight miles further west along the Canal has a lae been slightly enlarged, 

GMECB. Our troops are now established in Athens · area and Kalamaki airfield south of Pi raeus has been secured, 

RUSSIA, Russians hove captured Borsa in the Eastern Carpathian f oothills and in Yugoslavia have taken Nis , 
3. AIR OPERt;TIO!!S 

!E§fEBN FRONt. 15th/16th, 2 1200 tons , mostly H. B, 1 on Wilhelaahaven, kost markers accurate and heavy thereon, Recennaissance ono hour later reported several fires in small concentration, 

16th, Bad weather reduced operations , Fighters 
( l missins) and fighter boobers tlew 423 sor ties mainly in support ot our troopa and transport oircraf t flew 107 r outine sorties , 

16th/17th, 39 Mosquitoes sent t o Colosne, all re­turned aotely. 

MEDi fERMif!W! , 15th, 302 J:ledium bombers bit 7 road and rail bridcea north or the Po; 3' fighters (2 m1ss1ns) and 516 tighter bomber s attacked rear communicat1ons and troops Bologna area with excellent effect, 

4e HOQ BP&ORI TX 

16th, About 8 a30 p.m. 12 f lying bomba plot ted , 

307 
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