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lore.ber 15, 1944 
10:00 a. m. 

~h,,?y _ 

STEERING COKM!TTEE - BRITISH LKRD-LEASE • 

Present: Mr . Crowley 
Jlr . J.cheson 
llr. Cox 
llr. Currie 
Mr . Coe 
.ldr . Collado 
.ldr . J.ngell 
Jir. Davidson 
Dr . White 
llr. Ca saday 

H.M. JR: I thought this, gentlemen, that talking, 
an,yway for myself, the difficult part of this thing was n.ot 
brought to my attention because everybody has been so busy. 

I had Lord Keynes and Sir Robert f or lunch yes~r­
day, and they both want t o leave town Friday night:~ 
think Sir Robert Sinclair wants to leave Thursday. So 
I mentioned to Frank Coe , who was there at the luncheon 
representing the committee, that I would like reall7 to 
get dolfD to grips with this thing about where we stand 
on these difficult items . Well , this is Wedneadq morn­
ing, and all of us can have a little time to turn around 
and not wait until Friday. 

MR. ACHESON: Does Keynes want to go away 'Friday? 

H.M. JR: Keynes has to go , I think it ia, Friday or 
Saturday to Ottawa , where he wants to have six days of 
talks similar t o those he had here. Then - very, very 
confidential~ - he has a French gold situation which they 
have a time llmit on which he has to meet . He may have 
told you that. 

lffi. CRO'NLEY : Yea • 

H.M. JR: It is a very tiokliah aituation. I think 
he has to be there on the 22nd. I know he is leaving 
Friday or Saturda7. 'lhat did he ny, Frank? 
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~. COE: He has got to get away oYer this weekend. 

H.lf..JR: Wasn't it one day or the other? 

l.IR. COE : Yo s. 

R.U. JR: It is just as well, because we haYe been 
kind of avoiding whether we are going to give them 
tobacco, off- shore sugar, airplane contracts, and what­
have-you, and I figured we might as well come to gr ips with 
it, ourselves . 

LIR. CROWLEY:. Would you like to hear for a few min­
utes how far we have progressed? 

H.U. JR : I ' d love to. 

MR. CRO'.'ILEY: Supposing, Al, that you go ahead. 
Don 't get into too much detai l , but bring them up to date . 

1ffi. DAVIDSON: Yes, sir . 

In the case of the food program we believe that we 
have reached areement on all aides. I believe that the 
total amount o the food program wa s cut. It is approx­
imately 165 million dollars. 

In connection with the shi~ping program I think we 
have reached agreement on al l s1des and, as I recall, 
we reduced that program approximately 60 million dollars . 

H.Y. JR: Vlhat method of payment or valuation 7 How 
are t hey going to pay for these ships? That seemed to 
be the question. 

J.IR. DAVIDOON: There are two separate items . One 
is t he shipping service; that is, the actual shipping 
services. Then there are ships which we lend-leased to 
t he British with the right to re-capture them. The only 
quest ion that really has been present has been with respect 
t o oertain coastal boats. In the case of t he coastal 
boata we agreed that we would ·lend- leaae thoae boata that 
were required for carrying out the military program in 
the Pacific, and that const i t uted approximately three-
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quarters of the boats - or we anticipate that it will. 

With respect to the remainder! we underatmd, 
according to our latest advice ot aat night, that the war 
Department is prepared to take onr the bo&ta that wel'e 
to be used in European waters - it, indeed, the7 didn't 
take over all of the boats including those in the Pacific, 
If that comes about, why the result will be to take it 
out of our program altogether; othei'Wise we would provide 
them on a Lend-Lease basis. , 

In connection with the petroleum program - undel' the 
petroleum program - we have agreed that the l'equirementa 
are reasonable and that we will supply autfioient petrol­
eum products to meet those requirements . The only question 
at issue has really been the question of stocks, and we 
propose that with respect to stocks that we will resei'Te 
the right in ful.fi1ling their l'equirement to use our judg­
ment in br inging stocks down t o what we believe to be 
reasonable levels, which is a general reservation that we 
make with respect to all other items. . 

The one turther question on petroleum is in connection 
with their exports. At the present time exports !rom 
the United Kingdom may be made only on the condition that 
they pay us the proceeds. We have tentativelf agreed on 
our aide that when the stocks are reduced to levels which 
take into account the export !actor that we would be 
agreeable t o rec~iving not the full proceeds, but the 
proportion of the exports based on what we contributed to 
the U.K. pool and what they contributed to the U.I. pool. 

Would you like some mor e elaboration on that, sir? 

H. M.JR: No. 

MR. CRaNLEY: In other words, on the reaei'Tes that 
are there we will have the ri~t to dl'aw down the pro­
portion that we put in, and tney will have the l'igbt to 
draw down the proportion that they put in. 

Go ahead, .U. 

3 
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I&R. DAVIDSON: In connection,_with the program !or the 
Dominions and India, we were abo~to f ill - I believe we 
put in the !ull amount for all three with respect to their 
original requests . Then if you r ecall, they put i n 
certain supplemental requests for easement items. I 
don't recall the figures off-hand, but in the case of 
India and Australia, I believe that we gave them approx­
imately half of those easement items, exclusive of &QT 
capital equi pment. 

In the case of New Zealand, they had really only two 
principal items; one, tobacco and the other one steel for 
post-war housing. 

In the case of tobacco we eliminated the cause of 
the extreme shortage in this country. In the case of 
steel we felt we couldn ' t justifY it in view of the fact 
that on their own proposal it was for post-war purposes. 

However, what we did was to insert a miscellaneous 
sort of easement tund of three million dollars which was 
somewhat less than they asked for in toto for their 
easements, with the understanding that this would be 
available for con swmers' items tliat were not in the short 
sup~ly in t his country and which did not include aey 
cap1tal items . 

The only other item of interest on that program is 
the l ocomotives for India. We had a discussion in 
Mr . Terry ' s office yesterday, attended by Kr . Keynes and 
others, and there the Br itish turned down a tentative pro­
posal that we made that they take t he locomotives and 
wagons on a 3-C basis; that is, basis which woul d call for 
their paying after knocking off the value of the war use 
to t hem. They said t ha t is a matter of principle - t hey 
couldn't commit the British empire to what they conceived 
to be post-war debts . 

Since that time we have more or less worked out a 
proposal which would call for thei r paying in full in 
cash at the present time, with the understanding that we 
woul d, in effect , give them a rebate at a later t ime when 
the facta were known, baaed on the same pr inciple; that i e, 
we would reduoe the coat to them in terms of value of the 
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war use aod that the1 would reall7 p&l tor on17 the 
residual, peace-time value when thoae tacta beoa.a kno.a. 

the 

Mr. 

I belien .that propoaal will be acceptable to thea. 

MR. CROO.EY: Now, then, do you want to talk about 
exports? Oscar, do you want to talk about thatt 

MR. COX: Yea - on the export policy question, 
Secretary. 

H.li.JR: Do you mind - I'd like Jlr. Acheson to have 
a chance to raise anr questions as we go along. 

5 

MR. ACHESON: '!hat seems all right to me , )(r. Secreta1'7. 

MR. CURRIE: I'd like to add on the Indian prograa 
that Ke7Ile8 uk:e d us, ye sterday whether we would obj ect to 
considering an additional supplemen tacy requ,eat for about 
one hundred and fifty thousand pounds of steel tor guns 
for India which had been omitted by inadvertence from the 
program. 

MR . COX: There is one foot-note I'd like to ad~ to 
the food program. The British have taken the view that 
this whole presentation is a financial one, subject to the 
condition of availability of supplf and competing demands. 
There was a meeting of the Allooat1on on Food toda1 which 
proposed to cut the British requests down to one-seventh 
on meats, of what t he1 put in. If thef do that, they not 
even get an easement, but they will get a very drastic 
reduction as arinst what they got in 1944. The primar1 
reason for tha has been that there is a drop of something 
over two million tons in meat production for 1945, and 
thB,Y feel that the1 will have to put on more stringent 
rationing, in anr event, and that the1 couldn' t allow aore 
of a drop than 110,000 tons when they asked for over 700,000 
tons . 

I think ao.e of our people are making a preeentation 
to the Allocating Collllllittee to throw it back into aub­
committee,in the light of at lea1t the 1pirit of the ~ebec 
Conference that although t echnically it waa financial, •• 
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oa~t to do tTerytbing we reaaonatly can to see that the 
ltlppl)- thing baclca up the f inancial commitment , and 1t 
lnTolTes a prett7 ticklish policy because it may well be 
ascribed to t he British food program and inor ea .. d rat i on­
ing as a result in the United States . 

But that is just a toot-note . 

WR. ACHESON: I don ' t think I underatand· that, Oaoar. 

MR. COX: Well, the request that the British put i n 
for meat amounts to some 700,000 tons plus . We cut it to 
some 500,000 tons, which would relieve their situation 
somewhat but would not bring them up to a hundred percent 
of either the pre-war level or to our levels. 

After the request was put in, the sub-committee of 
the Food Allocation group cut it down and recoDWended to 
the main Committee that only 110,000 tons, approxi~ately, 
be supplied . Now, if that goes through without any change , 
it involves a very drastic rut in the British meat rations 
as compared to 1944. The reason that the War Food PI ople 
give for making that cut is that the meat production has 
fallen of f and that our own domestic consumption of meat 
will have to dro~ from about 141 pounds pe r head to 128 
pounds per head 1n 1945. 

MR. CRa:aEY: Now, Oscar , as I understand it, though, 
we agreed to set up the money to maintain the 500,000 tons, 
subject to its being available in the United States; that 
we didn't want to put ourselves in a position where they 
would say that we forced the reduced rationing in the 
United States. 

6 

On the other hand, we didn' t want to agree on the 110,000 
tons, so you are agreeing to put up the money for the 
500,000 tons plus the fact we will present all the evidence 
we have hoping we can get what we can . And that is 
agreeable to the English? 

llR • . COX: No, we haven ' t discussed that. 

The reason I ra ise it ia that I think this and 
similar parts of the program where you have !acta of 
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this kind will raise a question in substance, whether the 
~ebec Conference and what happened baa reallJ" been backed 
up. I think up to date the Brltiah baTe taken the Yiew 
that we agreed to finance and tha t the &Y&ilabili~ of 
supplies and other conditions - but where it ie &I 1xtr ... 
as that, if it ahould end up at a hundred thoua&Dd tona, 
then I think an appeal -.y have to be taken to Jt.mie 
Byrnes in the White House in terma of what our OYerall 
national policy is. 

'nle other corollary is that they have cut the Ruuian 
food supply by fifty percent on the theory that this is 
for militar,y, for soldiers, and therefore the cut should 
be less . But that is the program. 

H.M.JR: Who cut the Russian food supplJ"? 

KR. COX: The Food Allocation Committee . This is 
going on this morning. The sub-committee recol!llllended 
the cut to fifty percent. 

DR. WH!rE: ~ou mean in meat? 

MR. COX : Yes. 

MR. CR~YLEY : You might explain to them, too, about 
the British position on the standard of living - their 
food standards - as t o ·how we agreed to handle that. 

MR. DAVIDSON : I f I may just interject -

H.M.JR: This isn' t ~ar to me. 

MR. DAVIDSON: The British originally proposed -
taking just the case of meat - they should have a level 
of consumption that would be equivalent to their pre-war 
standard or our pre sent standard in the United State a, 
and they proposed to raise an issue of pr inciple with us 
that we would agree that they should get that level of 
consumption. 

No'"• it was our feeling, I think, on t his aide 
unani111ously that we couldn' t agree to 1111 suoh pr inciple 
as a matter of principle ; but I think - and this is in 

1 
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line with what Oscar said - we felt t..at we had no 
ob jection to stating we would finance that amount in the 
eYent that t here were great miscalculations aa to the 
supply and that in the event it could be made aYailable 
we stood ready t o finance it. 

So t he figure we will put in will be the full 700i000, 
with the underatandi ng that that is no comm.i tment at a 1 
as to what they wi ll actually get. And i~ was our under­
standing that the British would withdraw any issue of 
principle if we did that . 

H.M. JR: You fellows have got me kind of confUsed. 
I know what we are aiming f or. 

Let me just say thi s . Guarantee of princiFle and 
guarantee of money isn't goi ng to put any food 1n anybody' s 
stomach, and t he net result of t his conference has got 
t o be, as f ar as I am concerned, that more calo~ies are 
made available to the English public as a r esult o! this 
meeting • • I don ' t care how the hell you get it , but as 
far as I am concerned I am not going to take any answer 
other than the net result - not dollars but calories into 
the stomach of the British people in the beginning of 
Phase Two. 

YR. COX: That was the reason, Mr. Secretary I 
raised this ~ue stion as an illustration, because ! f the 
Food Allocat1on Committee goes along on its present gait 
it will not be~ calories in the British stomach - it 
will be less . 

DR. WHITE: You are just talking about meat . Are 
there any substi tu tes, or does meat play so important 
a role i n the caloric con sumption t hat you can make the 
general statement that you made ? In other words, the 
Secretar,r is not saying they must have more meat-- • 

MR. COX: It is a very substantial part--

H.U. JR: I say "calorie•" advi sedly. 

WR. COX1 You oan make up calories by potatoee and 
bruesel aproute . 

8 
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llR. CROWLEY: They are talking about the 1110unt of 
meat they want and need - that is, the amount they feel 
is neoe~aary to give thma the calories to keep eome kind 
of a buanced diet. 

Now, if you gave them all brusael sprout• and potatoee 
and things like that, you might give them the number of 
calories, but they wouldn't have any kind Df balanced 
diet. 

H.M.JR: What Leo Crowley says is helping me in the 
position. The position I have taken- and certainly I 
am not going to be licked on this thing unless the 
President personally turns me down - is that the net 
result I have been aiming for is that the English popu­
lation have more to eat on a balanced diet. That would 
do it • 

.MR. CROWLEY: I think we are all trying to do that, 
but I think you have to keep this in your mind in dealing 
with War Food: War Food says that you have to have an 
eight-percent reduction in the meat supply within our 
own confines of the United states. 

Now, if you draw down, up to half a thousand tons 
here, you .wil l have to have , as I understand it, about a 
ten percent ntore reduction in rationing in the United 
States on meat. Maybe agriculture and the producers of 
pork and beef in this oountry may b'e under-estimating 
their production, but at the present time War Foods say 
to us they will make available 110,000 tons and they say, 
"If you give England more than that, or if the President 
gives them more than that, that means you are going to 
have t o step up rationing in this United states." 

So we say back to England that we will try to do 
this for them, we'll put the reserve up to buy it, we'll 
go before the Combined Boards and argue for it and try to 
do everything we can to get it. 

llR. COX: That is right. · 

llR. CROWLEY: That is about as far as we oan go, 

MR. COX: Kr. Secretary, I think you have two phaaee 
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of it that you ought to keep in mind, in net result. One 
is that certain~, without any question, I should think 
that the level ought to be at least what it was in 1944, 
The second question is, if you raise the level above 1944, 
above this year, then the ~ we pave had experience with 
War Food and the Hill and the public, you will have 
ascribed as the reason for more stringent r ationing i n the 
United States that the British level of nutrition, in 
calories on a balanced diet, has been raised above anJthing 
that it has been in the course of the war, when one part 
of the war is being fought as against the time when both 
parts were being fought. 

I don 't say you shouldn't do it - I say that is one 
o! the ways the issue will be raised as a political matter . 

H.!J.JR: Certainly I want to examine War Foods' 
figures. I mean, I want to be satisfied, m,yself . l! 
they are cutting down on Russia at this time and propose 
to cut down on En.R:land, that would be something certainly 
I would 1vant the President to pass on. Up to now I 
haven' t gone back to the President on anything. I didn't 
feel I had to; we have been getting alon~ so fine . So 
I haven't bothered him on anything. I flgured he had 
plenty to do without my bothering him. 

DR. WHITE: Mr. Secretar,y, I don't think that needs 
to be done before this is agreed upon, because that is a 
separate and subsequent matter that you would have to take 
up with the Food Board. A.s far as the British are con­
cerned, you are making the funds available. Now, whether 
the material is available is something that doesn't relate 
to me . 

NR. COX: That is true, Harry, but the fact that the 
allocation is up for making today and we are trying to get 
i t post poned . 

Jm. CRO','ILEY: I think what Harry means is that the 
President couldn't deal with this meat thing today, Oscar. 
I mean, it is a political decision that has to be made 
later . Harry means that we can go ahead. The English 
are satisfied, I think , with what we are trying to do for 
t hem. They want t he results, but t here is going to have 

10 
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t o be aomething greater than what we can contribute to 
this meat thing to get it worked out. 'Dle onl¥ one who 
can make that decision w.nl be the President, after w 
giTI him the !acta. 

11 

KR. COX: That is right. ~ suggestion would be 
however - all I want ~o do is present the problem so {hat 
in principle we would agree that we are not only interested 
in the paper record, but in the net result, and then not 
hold up the discussions with the British but within the 
existing machinery that the working committee that has 
been on this has, go over this with the purpose of 
proceeding through the machinery. 

Now, B,yrnes has the review power where t here is a 
dispute on an allocation of that kind, if the first step 
in the first go-c.round you lost out , so we ought to be 
prepared; because if the machinery gets going too far on 
you, you may not be able to reverse it. 

DR. WHITE: But that should not complicate the con­
summation of this arrangement on Phase TWo with the 
Briti sh. That is a separate matter which the British 
are unquestionably interested in but shouldn't be in-

. jected into the discu.ssion. 

H.W. JR : I don't agree with you at all, Harry. 

MR. COE: Mr. Secretary, we partly crossed this bridge 
at the beginning when the British requested a protocol, 
and we didn't give them a protocol, and all the agencies 
are proceedirlg together on that, that the British take, 
as they say, pot-luck with us in the allocation machinery. 

And the British have become ~onYinced that by cd 
large, if they get this document with its financial 
promises in it, but subject to all the allocation machinery, 
that they will be able to fight the thing through more 
successfully. · 

I think that the thing that Oscar is mentioning is 
one o! dozens of problema. This one happens to arise at 
the very beginning. This is going to happen all through 
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the year where we have Lend-Lease mone1 for thaa but ther 
can't aotuall7 get the stuff through. Some will be big 
and some little . 

I 

MR. COX: What concerns me is that aa a matter ot 
dealing on a moral or related basis with the British, i! 
the first case that comes up is as drastic as this one 
in terms of the cleavage between the financial commitment 
and the supply result, then you are in a position where 
t here is a ques tion mark as to whether the whole thing 
really is meaningful. 

DR. 1.VHITE: But the ~ebec understanding, according 
to my understanding, never raised the question of avail­
abilities. It was a question exclusively of financing, 
plus the asswmed availabilities which were always sub­
ject to these many considerat ions which always play a role. 

UR. COX: That may be true as a theoretical matter, 
but in the realities of the situation it seems to me that 
their view will be that we miscalculated . Let's say the 
facts of War Foods are true in the hog production--

OR. WHITE: Who miscalculated? '!he British made a 
request for a certain amount of meat . That is their cal­
culation, not ours. 

MR. COX : But they will say, "You fellows won ' t 
impose any rationing; you are going to keep your own 
levels up: You reduce to one- seventh our supply; you 
reduce your own by ei~t percent." 

DR. ?miTE: Thei r vi ew should be presented, and you 
can be sure it will be presented. As Leo has just said, 
it has been agreed that you will make as much of a case 
as you can for them, but that is a quite separate matter, 
whatever arrangement was made at ~ebeo. 

UR. DAVIDSON: The British understand t his. We have 
a note from the British on the subject of meat. Just 
to read one paragraph: (Reads from Attachment B) 

"What we aak is that in t he circumstances of Stage II 
when the Br itish people unlike the rest of Europe will 

12 
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still be e~ged 1n a aajor war, a moderate easement in 
British staiidirda of cona1111ption ia agreed to be reaaon­
able aDd proper , and that it oertaiD qaantitiu ot .... i ... 
supplies be placed at the dlapoaal of the Brlthh bJ the 

allooatlng authorities, there ahould be no lack of 
finanoial facilities on Lencl-Leaae ter.a.• 

Then the preceding sentence : ~e cannot be certain 
that this aim will be attained--_" · 

H.M.JR: Who said this? 

KR. DAVIDSON: Keynes. • ••• except perhaps in par­
ticular instances. Whether or not it can be attained 
will have to be decided at a later stage br the proper 
allocating authorities, who will take into account the 
aggregate supply position and the total demands on it, 
including demands from liberated areas, etc . " 

H.M.JR: That is all relating to food, not something 
else? 

WR. DAVIDSON: No, air, it is not food. 

H.M.JR: I wondered i f the quotes are relating to 
food or something else. 

MR. DAVIDSON: No, sir, this note was sent as a 
result of certain discussiom - we had had on the food 
problem. (Reads from Attachment .l) "'ftle attached note 
on Civilian standard of Food Consumption in the 
United Kingdom is circulated for information. " 

H.Jl.JR: 'ftle only point I was raising is a moral one . 
I didn't want them to go away feeling that we will get 
them the money and that they bad a reasonable chance of 
expecting the food. 

Now, in the light of that memorandum, I would take 
it that they understand that there are doubta. 

KR. DAVIDSON z. Yea, sir. I might add, sir--
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H.M.JR: 
on food? 

!her are willine to take pot-luck with us 

IIR. D1VIDOON I On eYel'fthlll£. 

IIR. CROWLEY: 'lhe 1110ral coEtMnt t hat we han h 
this, that we will proaeoute their case ! or th .. before 
the Combined Board with the beat of our ability! to try 
to fet them aa much of the allocation aa poasib e. 
Isn t that right? 

YR. DAVIDSON : Yes, sir. I might say, to protect 
ourselves and also be sure they understand what we are 
doing, we propose in attaching the schedules to the food 
document and to the other documents to indicate item by 
ite.m our guess at this time as to where we don't believe 
we'll be able to supplr up to the amount of dollars that 
we set forth . When we ~t to 1118at we will say specif­
ically that we feel it ~s extremely doubtful or that it 
is impossible from the present picture to believe we can 
fulfill that request. 

DR. WHITE: 1re there &Dl other sources of meat that 
could be purchased with dollars? 

l.IR. COX : The Argentine! 

}lR, ACHESON : They have taken all of that, anyny. 

H.M.JR: To me this is impor tant : 
' 

~e have suggested that in the case of meat, sugar 
and fats the standard to be aimed at should be the British 
pre-war standard of civilian conSWDption, but that if in 
respect o! any of the above commodities the American 
current qcnsumpticn per caput is less, the Klniatry of 
Food should limit ita aim to the lower standard.• 

I take it they mean that the per capita consumption 
is lessened. 

MR. DAVI DSONa They Man leu than their own pre-war 
standard. 
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H.M.JR: It doesn ' t aean that we have to take 1e•• 
in 1945 than in 1944? 

MR. COXa It woul d in one oa... Il rou take the 
meat case apeoitioallr, our reduction would be to 92 
percent in 1945 ot What it ia i n 1944, and it that were 
the lower their eas•ent in meat would not go abon 92%. 

H.M.JR: I'd like everybody just to read this and 
make sure that they go away satis?ied that we are pro­
viding the money, but there are grave doubts aa to 
whether we can provide the necessary food, Now, it they 
thoroughly understand that, I am satisfied. 

l!R. CROWLEY: It is rq understanding that the7 do, 
Isn • t that yours? 

MR. DAVIDSON : Yes, sir. 

15 

MR. ACHESON: I t hink as a practical matter, ~. Seoretarr 
that Oscar ia right - that is clearly the understanding. 
But if they take a terrible licking on this important 
element of food right at the very beginning, then I 
should think they would drubt whether this whole under-
standing is worth very much. . 

DR. WHITE : I wouldn't come to that conclusion. 
There are a lot of things besides meat in here. It the 
meat is short, then the only appropriate position, it 
seems to me, that can be taken is the one Leo says, that 
you will present their case as strongly as possible . 

YR. COX: There are two things. Your meat out ia 
so drastic in the meat that I think you have to sit down 
with them, tell them what the problem is so that there is 
no misunderstanding, and that throue.b this Combined group-­
or whatever machinery ia deemed to oe the beat to do it-­
that we will exercise our best efforts to get it increased 
as much aa we can, but if the top fellows don't understand 
that and you get a out that is aa drastic aa that, it aeeas 
to me as a practical matter they will say, "Gee whis--" 

MR. CROWLEY: But, Oaoar, here. I think in all the 
discussion with our committee that they oertaiD17 know 
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that we feel that there is a meat shortage in this oountry; 
that there is a reduction of seven or eight peroent here. 
Now, th~ oertainlr admit in their own memorandum there 
that that ia true . You can't go and do &nJIIOl'e than what 
we are doing, unless the President of the United States 
determines that 1n order to increase this 111at ahipiHJlt 
to England he is going to ask for a further reduction of 
meat requirement in t lie United States, unless you can find 
some production that you don ' t know about. 

MR. COX: '!hat is right, Leo, except this. We are 
reducing ours by eight percent, reducing theirs by more 
than ninety percent . 

MR. CROWLEY: But that is a decision the President 
has to make. 

llR. COX : That is right. 

MR. COE: Possibly Byrnes. I think we all agree. 

MR. CROWLEY: That would be the administration. Now, 
we are going to present our case as far as the need is 
concerned, as far as England is ,concerned. The people who 
represent us here locally are going to represent the 
rationing within the United States, -and Byrnes al}d the 
President - or someone - has to decide which side do they 
throw their lot with. Isn't that right? 

H.ll. JR: 'lhat is right. I am not arguing with you 
on that. I am carrying a moral obligation, and I just 
want to make sure that these people thoroughly understand 
it, and I take it from that memorandum that they do; that 
is all . I don •t know anything about the Russian thing, 
but I am not going to argue now, because it is a waste 
of your good time whether we shou~d or should not take in 
our belts a couple of notches. I don't think this i a 
necessarily the time. 

But I want to lean over backwards that when these 
people leave here they know the worst that may happen 
to them. 

lm. CROWLEY: And that they know that we have a moral 
oomai t.ent to delinr all we can to them. 

16 
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H.M.JRt I certainly painted the picture black enough 
to Cherwell on the financial front before he lett, be­
oauee no .atter how auoh we aiued .it, we couldn't alii 
it ae lllUoh u I told hia we would. I made it u black 
as possible on the dollar balancee, eo whatever we do 
will be better than what I told D1a to tell Churohill. I 
f igured that was the best A1 to do it. I ' d Eoh !"&that" 
have them go away knolfing the WOI"at and then do a little 
bit better. 

I.IR. CROl/LEY: That is right ; not mist"epresent 1t to 
them. 

MR. ACHESON: Could I ask a question on the shipping? 

H.M. JR: If you please. 

)ffi. ACHESON: What effect does your cut in the 
have on the balance ot p~ents situation and their 
in Chapter Thl"ee? Does that affect that at all? 

MR. DAVIDSON: No. 

shipping 
olalla 

17 

DR. WHITE: After they get through with their whole 
progi-am we will examine it and see how much involves , 
addit1onal expenditure . 

H.M.JR: I am going to have to stop at eleven o'cl ock 
today. 

MR. CROWLEY : Let ' s go ahead with the eXport, then . 

I.!R. COX: furing the last Len(\-Lease legislation on 
the Hill, one of the problems that Leo and Dean and I 
all indicated was that if the White Papel" was going to be 
changed, because there was a lot of talk then about the change, 
that we would probably advise the committees about it . 
We didn ' t say we would consult or that thai!" acquieso•nce 
was necessary. In view ot the fact that we will have to 
go up , in addition to the moral commitment, e&t"ly in the 
yea!" for the Lend-Lease extension and later on tor the 
appropt" iatlon, I think coneideratian ousht to be ginn 
to how this whole thing, insofar ae it ~ atteot the lbite . 
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Paper, should be presented to Congress before they read 
about it in the newspapers or some other 'fiaJ, becauu 
certain!¥ in terma of the psyoholou of dealing with thea, 
our experience has been tnat if you tell them a bout it JOU 
have very little difficulty, and you get very little back­
'fiash in the future in terms of thei r clippinf you on tame­
thing else . So I think that ought to be kep in mind. I 
don ' t know how it ought to be handled, but 1t is one of 
the considerations on the White Paper thing. 

18 

The other thing is that on the \•hi to Paper business, 
the one case v1here I think you bave the major political 
problem, and a large part of that is influenced both by 
now you deal on t he substance and how you present it , And 
the thought sane of us were thinking about yesterday was 
to present it in terms of letting the thite Paper stand, 
but then saying that it does not apply to stuff that is 
taken off Lend- Lease, and which the British in the future 
;.i ll buy f or cash, subj ect, however to the condition that 
they can re-export in those oases subject to three major 
consi dera tions, · one, that in any event the exports YIOUld 
be con t rolled by the over- riding considel'Rtions of war 
supply and wa r shipping, tv.o, that t hey woulo be condl tioned 
on an equitable baslS or dealing between· the exporters of 
both countries, and three, the one that presents the most 
difficult problem, that the U. K. exporters would not 
export arhcles 1\here our exporters aicin ' t have a reasonable 
opportunity to export the same or similar article . 

MR . VMI TE: You mean within the geographical area? 

Am. COX: Vii thout finding t he place, rut focusing on 
the articles . That is the kind of thing t hat creates most 
of your political heat. The di ffi culty with i t is whether 
or not the converse is true . I mean, our exporters have 
been able in same cases to export things beca use of an 
eesier surply situation than the Bri t ish exporters have, 
but I don t r.ant to g o into the details , All I want to 
do is present ,e line of possible apfroach which makes 
the political problems pos sibly a 1 ttle bit easier , 

Now, t~ot leaves out the stock question, which I 
think, has to ~ e worked oul by the rtorkiD!; ~;roup on an 
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agreed basis . 1nd the ot her part of the thi t e Paper, I 

think, can be handled potai bl 1 bJ an edainiatrative memo­

randum , because they have changed a lot oJ t he atulf f r oa 

time to time by ad:llinietretive maclllnery , an7h01t. In 

substance, I think, ~ou can coma out the eame way i n t eMII 

oi' objectives , possibly by taking thl! t kind oi appr oeoh. 

It is just a matter of emphasis . 

MR. ACHESON: Are 70u changing what we tentatively 

talked a bout with the British? 

Cn. COX: No, not changing that at all . I don 't 

know whether they f or t heir own political reasons, that 

is, in presenting the thing to their people and their 

exporters- -whe ther it would serve then purpose to say 

t hat the White Paper is not being changed, but that the 

~bite Paper applies to Lend-Lease a r ticle s . 

MR. AChESON : ~1e agr eed on that -,;ith them . 

AIR. COX: '.l.hat is all right . 

MR. ACHESON: This last thing you said--! don't under­

stand it, or it is new. 

!!R. COX: It i s new, and I don ' t want to raise it 

for discussion here. I t hink we ou~ht to do some t hinking 

about it in wor king as a group f irst, rut I think that is 

the one ne~ thing i n t he picture. 

MR. COE: Dean, I think the things that we t entativel y 

agr eed on in the worki ng grouf related mainly to stocks , 

t hough there r.ere some genera discussions of exports . I 

think what Oscar is talki ng about is a document, so to 

speak, ahead of thn t . I don ' t think anything that he said 

contradicts what has been agr eed with , but t he Whi te Paper, 

havi ng three aspects, possibly in this ner~ period, Lend­

Lease stocks, cash--i t also applies to certain cash exports 

by the llri tish--end exports o1' Lend- Lease goods . \', e eeize 

on the exports of Lend- Lease goods and say ii stands with 

respect to tha l; it doesn ' t stand with respect to lhe first 

t wo . Or it stands ~i th r espect to ever7th~ng except the 

first two, stocks and cash expor ts . And you handle that 

by subeidiary docu:~en ts . 
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J..t, . .I -: I didn't kno .. there wa! av-eau:.l thct 
the hhite Paper ~as not to be abanaoned , I think tLet 
are unoer the impression that the7 are ~ing to 1117 the 
\',bite Paper is over, "lffiereas, tua roint w:hicn ia being 
raised, the important political po nt, is the rlew that 
they ought not say that, but l nere are new adjuebaente 
to be made and the \'•hi te Paper exists to save us t r ouble 
here , 

MR. ACHESON : Vie t alked about that in your office , 

l.fR. Y.HITE: I don't remember their agreement on i t. 

MR. ACHESON : Vie were going to get up a paper as a 
mat t er of approach . I don ' t think there will be any 
difficulty betv.een us and the British on that, but I think 
this last tnin& that Oscar suggested, that there may be 
some commoditi es or some places in the world where you--
that is a wholly new point . · 

MR. COF.: VIe raised that when Keynes had that 
session over at the State Department on sterling area . 

HR. l'.HITE : He raised it again here when he said he 
~as not going to increase exports to the United States by 
any significant amount, and so1nebody raised the question 
that all the increases r.ere &oin& to the s t erling area 
and the t would- -

20 

MR. COX: Tllere are t v.o separaU questions there, Harry, 
one is the area , which involves the exchange problem and 
whether they will let people in India get enough dollars 
to buy goods from the United Sta tes . The othez• question 
goes to the article itself, and one of the things that 
created most of t he difficulty is that if they can export 
article A, for exacpl e, in comfetitive markets, let ' s say 
South 1merica, and because of he supply and other situations 
our exporters can't do it , Then they procure paro. -:.f the 
raw materials in this country to be eble to do that . It 
is a very rare bird case . It isn 't a common case, because 
it is really a short supply item; under the combined machlnery 
they won 1 t be able tog et enough of the supply for export, 
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They may be able to "et it for r.ar purposes . 

J.:li. ACHESOl'i : \'.hy don ' t you handle that under t he 
combined machinery for alloca tinf to them? Jus t don ' t 
sell them any stuff that you don t--

MR. COX: Well, you can. The question that I am rais­
ing--and we ·don't have to settle it now--is that that ia 
one of the political factors involved, and it may be that , 
if explored, the combined machinery does it, thet•e will be 
all the less reason for not saying it . 

MR. CR~~LEY : You want to get anay, or you have 
another meeting? 

H.r . J R: No, I am all right until eleven o' clock . 

21 

!!R. V:liiTE : \Then do you propose to explore these matters 
with them? 

1.\R, COE: \,e have a meoting set up with you for tVIo 
o ' clock. 

MR. WHITE: This subject is to be on t he agenda? 

l'R. COE: Chapter Three and export principles . 

H . l~ . JI\: On the agenda , Then you will start that 
fi rst . 

lffi. CRO'/.LEY : Harry, don 't you think before you me et 
with the British t hat Dean and you ought to know all the 
thinking in the mi nds of our fellov.s? 

MR. COX: Befo r·e it is raised? 

llR. '\',RITE : More than t hnt ; I t hink we ought to agr ee 
e s to what we are going to present to them . 

H. 'I , JR: I think it would be unfortunate unless we 
had agreement on the American side first . 
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UR. COX: That is ri[ht . 

!.iR. DAVII.S II : I think the baaic principle we may be 
discuesing is the question of words and phraeeoloe,y . I 
think the basic principle we are getting at is that we 
nnt to be aaeured that the British are going to continue 
to use thei r full resources for the prosecution of the 
1'/ar, and they are not going to out back or usa any materials 
that are really needed for war purposes in order to increase 
their export trade, and I am sure we could get fu l l agreement 
with the Br itish on a general commitment to the effect that 
they intend to use t heir resources fully to prosecute the 
war against Germany and Japan. They have said so . lnd I 
think that is the commitment we are really after; if there 
are in this country spot places ~here supplies loosen up 
a little bit ao Toe can export , or spot places where supplies 
loosen up on their ~ide and they can export, I don 't think 
we should be concerned with that . 

!.m. COX: You really have to go beyond t ha t. The 
first clause in the '\','hi te Peper says t hat, so if you start 
of f by saying that as to Lend- Lease articles the ~bite Paper 
still applies, then you have that covered; and if you want 
to, you can repeat it for pu rposes of public presentation, 
but I think when you get to the cash thing, the question 
that you are goine to have-- the general ~ublic opinion 
may well be that 11' you put tnese condi t1ons on and publish 
them in that form, that you are being too tough on t he 
British in terms of the export thing. where it makes no 
practical difference in ·operations , and I think that is 
the thing to explore . 

Now, if, in feet , the t is the Vlay under t he combined 
allocations and shipping machinery the thing does work, 
then if in one sentence or tv;o sentences you cen state that, 
it makes no dif ference in operation, it i s going to help 
them and help us. 

H.U.JR: Did you expect an answer to t hat ? 

MR. CO!. : No . 
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H.H. J R: May 1 just address myeeH a minute to Leo and to De~n on this? If these gentlemen are going to get away Friday, I don ' t kno~ how you people are fixed, but I am on the eve of a war bond drive, and my t ime is over­crowded, But ! t1ant to give t hl s lhe right of r;ay . 

23 

Nor1, the thing that has been bothering me is, when . are these gen tlemen, who nre the so- called technical committee, going to bring up v.ha t we are going to do about tobacco, of1- shore sugar, and airplane contracts? Nobo~ has yet discussed with me all of those things in Chapter Three . Nobody ~a made any recommendations . Here it is, Wedn esday morning . \',hen ere we going to talk about those things? 
MR. 11.'HI TE : I thou&ht ne \\ere this morning, right here . 
H. M. JR: That is what I thou~ht this meeting was f or, and we have ~otten off on th1s thing . I should think that on the techn1cal level t here ought to be agreement on what you can agree on ana what you can ' t , and then br ing it up to us and say, "All ri ght , gentlemen, mat a1•e we going to do on these things? Time is getting awfully short .• 

1ffi. CURRIE : We have had several meetings on that, ~r. Secretary , end we had on e yesterday or the day before in Harry 's office. l're have a tentative list amounting to about one hundred and fifty million dollars that we could go along on without ser ious embarrassment , and some items that we frankly deferred depending on the outcome of the over-all balance, whet her you need more or not . There are some i te:r.s l~hich, i1' you needed them very badly, we mi ght strain for t hem, but if you don ' t , we r;ould muoh prefer you didn 't. We di dn ' t want to meet with the British end come to a final discuseion on that until we toted up the rest of the program and saw v.here we came out in t el'llls o.f the effect on the dolla r balance . 

H . ~! . JR: Yes, but among ourselves- - ! mean, I don 't want sanebocy about four o'clock Friday night to hold a pistol to my head and say, "You decide this, this, and this . " 
WR.WUITE : l!r . Secretary, we are read,y to diaouea thou i tame now. f.e uave discussed them among ourselves s eve ral times. 
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H.M.Jk: Can you do it in six minutes? 

MR. W. ITE: Well, we can do a f n of them. 

t:R. COE: Caribbean sugar . 

H.r . JR: If you don ' t mind, I don ' t want to do a thing 
like this in six minutes . I don ' t know how the rest of 

24 

you people feel . I nould like to take this Chapt er Three 
out. any time you people say you are reedy to discus s it; 
give me a little notice, end I will adjust myself, wt I 
v.ant an hour or t wo hour s , because that is t he most difficult 
thing in the whole business . I can ' t do it i n six minutes . 

t:R. r.Rm,u:y : HoVI much difference in our own shop is 
there in Chapter Three? 

J.:R . CllkRI~ : V t; ry little . 

11t . Cl\0\'.l..EY : \That a bout Sta te? 

l:R. ACII"SON : \':e he ven' t gone over it . 

!JR. Cl r~.IE : State r.as supposed to attend this meeting 
in ~bite ' s office. 

l:R. r.ti i H :Nobody ceme . 

MR. COLLADO : Harry, they didn't tell any of us . 

MR. COX: I think what ~<e ought t o do is have a 
committee of State, FEA, and Treasury get toge ther . 

H . ~ : . Jk : That is the point I am t rying to make, Leo. 
They haven ' t got t en together on this, with all due respect 
to them . 

I.!R. \'JHITE: VIe thought we would go as far ae could 
profitably be gotten--

MR. ACIIEWN : There wasa slip- up, and we didn 't know 
about t he meeting. 

• Regraded Unclassified



25 

( - 25 -

c 

MR. V.11UE : Couldn't we meet right after thi a ~~teetlng? 

llk. AChESON: Absolutely. 

J.IR. VJHI TE: The gr oup i a right here. 'llh,y don ' t we 
meet on t his Chapter Three r ight after, and you can meet 
with us tomorrow morning? 

H.t' . JR: The first I Muld have free would be eleven 
o' clock . 

A!R. CRO\',LEY : Tha t is all right . 

H .~ . JR : Hon about l he rest of you? 

J:R. ACdEW!\ : I v:ill make il all right . 

MR. V.'JUTE: I suggest that if you have to get out 
by Friday t hat maybe everybody ought to leave Thursday 
evening clear . 

ll .l! . JR : I can leave Thur sday evening or Thursday 
afternoon cl ear, 

Mk. COE: If we are ready on the program, llr . Secretary. 

H.l . J R: I .will save 'Ihursday afternoon and Tbursda;y 
evening . 

l!R. CROTil .. EY : Set aside Thursday, and if we get in 
agreement and are ready, we wi ll let your secretary know. 
If not, we wi.ll do it sometime late Thursday afternoon or 
evening. 

H .~r . JR: I 8Jil holding from eleven o' clock on . 

Y.R. \'MI TE : You see ,. you were going to se!! the Bt•i tiah 
tomorrow. 

H.b . JR : I will hold f rOl•l eleven o ' clock on for t he 
r est rA tbe day until I near from Frank Coe . 
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Mil. COE : Are we ready lo see tne British tomorro11 
on anything? 

H.1' . JR: I don ' t see that you are . 

l.!R. ACHE~Cll : I thi nk you dll have to. 

H.li . J R: Dean, I am ashamed to see them again until 
we have an answer on this Chapter Three •• 

MR. ACHESON : Well, I think we must have it. 

J.:R. CRO'iil.EY : What do you want to see the British for 
tomorrow, Frank, until you have an answer? 

1~R. CC~ : . \';e mi ght get out these programs . 

A:R. CRa'.'LEY : But can't you do t hat without having a 
meeting "1th the Secretary to do it? 

MR. i%I'J!:. : No, it shoul d be a report of thot commit tee 
to the British which included Chapter Three . Tlla ~ could be 
the next meet ing. But there is food, oil, shi ppi ng, and 
manufactured articles on which t he same ki nd of report would 
go t o the l a r ge canmi ttee, !Lr . Secretary, that the Army and 
1\avy gave . Tlta t is enough for one meeting. Then the second 
meeting can be on Chapter Three. 

H.!l. JR: You don ' t knov1 yet--if you don 't mind, I don 't 
~ant to see them again until we have t alked thi s thing out 
on Chapter Three among ourselve s . I think they would have 
reason to be dissati sfied. 

l!H. CUHRIE : I discussed this with Keynes, Llr . Secretary, 1 
and he said it 1.ould be perfectly agreeable and understandable 
that the program should be presented first , and Chapter Three 
would be t he supplementary thing coming after the program, 
because it depenas on what we do in Chapter Three as·to what 
the programs tote up to. 

H.!L J R: If they are satisfied, I am . ~l between 
Coe and Whi te, I can ' t do any more then say f r an eleven 
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o'clock on T r.ill J.ol ~ t o1 
But for Goo ' s sake, let me ~o~, 
kinas or appointment s, too , see, 

·he rett or tbe dar . 
because I nave ell other 
Frank . 

27 

~o-11 . ca. : Yes, sir. And by the Y'iaf , the Britlah are 
going to &at lhei r first ct•ack n t Chapter Three this after­
noon, the lo1·.er co;nmittee . 

H.H. Jh.: \.ill you be het•e tomorrow? 

~~. CR011LEY : Yes, sit• , 

l1L ACHESON : Yes, s 1r . 

H.!'. Jl<: I have just one other thing. Don ' t forget 
that Ed Stettinius ran up a rea flag on this Areentinian 
me11t busi:t ess . He said t ha t 11t one stage or another he 
:ni ght Mnt to get in on it . I a..1 leaving it to you · 
(Acheson) i n cose they might \',an t to raise it . I don 't 
kno¥' ,.,het.1er he wants to or doesn 't . 

!:.!\.. J.Cl. ·~oN : 1'hat is a little bit mixed up because 
Llewellyn is supposed to be here the day after tomorrow, 
so l 1;ill speak to Ed \',hen I get back . 

H.M. JK: \.ould you mind? I have an 
,.,i tb Ed t l.at he v:ould be out on notice . 
on notice DOl\ . Tell him ho1•, fast 1;e are 

unaers landing 
I am putting him 
going t o move. 

Mit. AChESctl : It is not an ideal' t ime to bring i t up . 
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In t he Brit ieh Btet e .. nt or ftequir..-ntl aa •tt .. pt 
... made t o cive r .. 1on1 why no financial ob1tecle1 1bould be 

put 1n the .. y or tOtle moderate ..... entl i n the l tendar da or 

Brltll b civilian conau.ption, 1bould thil prawe po8S1bla on 

tbe supply lide. IJa have succeetad that 1n the case ot _t, 

1ucar and rata the standard to be ai•ed at should be the 

British pre-war ata.ndard or civilian conaumption , but that it 

in respect or any or the above commoditiee the American current 

c~nsumption per caput is lass, the Ktniotry or Food shoUld 

limit its a im to the lower standard. In total, current u.s. 
food consumption il of course considerably bieber than that in 

tho U.K. 

We cannot ba certain that t his a im will be attained, 

except perhaps in particUlar instancee. Whether or not it 

can be attained will have to be decided at a lat er stage by 

tho proper allocatin& authorities, who will take into acc~unt 

the aggregat e supply poeltion and the total demonde on it, 

including demands from liberated areae, a te. 

What we aek is t hat in the circumatances or stace li 

when the Britiah people unlike tho reet or EUrope wil~ stil~ be 

engaged in a IDijor war, a moderate easement in British 

s t andards or conaumption is agreed to be reasonable and proper , 

and that if certai n quantities of American aupp~1ea be placed 

at the dispoaal or the Brit ish by the allocatinc author itiol , 

ther e 1boUld ba no l ack or financia l r aolliti el on Lend-Lea 1e 

thua, tha incl uaion or the bieber tirura t or which 

t he Br1t11b t ood 111n11try have a1kad would not cuarant aa aucb 

1UpPlle1 to the Jri t lab. What it would cuaraotaa 11 that 1t 

ncJa nppUN .. e •..tllblf1tbare wlU ba no tt•,..,•J 
antnlU N. It il not cl- to 118 tbet tbil b hU7 ....... 

~ bJ aU U..a 1 r•-••· .... not - ... ....,._'-" 

1. 
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... I .......... ~ 
w....u~ . ...... 

·pnn·~ ...... a.. •• .u.t..\ • ...u .. 
IMD 1t tba tekl aU...Uw til \ba llnUall eiftUAII ftUI 
abort ot what wa are ai~ at, na•arthalaaa tha allooa'i .. 

wbioh i t 11 COIIYanhnt to obtain troa u.s. ICNJ'OOI ar ~~ 
a bichor Len4-LM .. aPIII'opr1aUoa than U pro¥14 .. _.... 

p,J,.\, ' I CC>WitW proponl. Pol' ..-pla, ICN\b -'-1-

IUppliu .,., ba aUooatell to weatern lurope or other Uberatt4 

areu. Auatrali an auppU .. •7 ba 1ncrauincl1 tum11bell to 

tba U. S. Pore.. in tbe "-c11'1c. For th .. a r .. aoftl 1t would 
ba pruclant t o ha .. a arcin on the prortliooal Lenci·LM•• 
appropriation. 

To IWII up, what we are concernecl with ia that tho 
Lanci-Laaee appropriation aboulcl not pr&-juclca tba pr1nc1plal ol 

allocation wbetbar in r eaarcl to total$1Ult1tp or in rocar4 to 
aourcea, either •Y• On the one band, a pro•illonal Lanci­

Leaae appropriation such • • we aak will not auarantea ua the 
allocation. On the other bane!, 1t our Lenci-Leaaa requeat 11 
adllitted, then there will be no obstacle on the financial aida 

to atand 1n the way ot an allocation. In the tira t parqrapb 
ot the Introduction to tbe Statement of Britiah Requiremante 
we -riled tba aubatanca ot one ot the Quobao 41ac1a1oftl ae 

t ollo• :- "In the li.xth yaar of war the Britieh o1¥111an ie 
entitled to IUCb IDOdar ate eaaemanta ae are practioabla without 

1nterr er1na with the proaaout ion ot tbe war •••.•. by a Land­
Lea•• proaram.e, aapacially ror f oocl, which would allow .... 

rai liiiC or atandarde . • OIIZ' pra .. nt requ11t 11, tharatora, DO 
-• than tba\ t he QUabae aae1111111 eboulll ba enclonea in rn·­
ot any aae.-.nt t o the Britieh oi¥ilian which eupplJ' coneia ... 
a tioftl •r aU•. 

!be abon 1e, o1 c.na, or 1--.1 a..,U•U••· lilt 
tt 1a elden. 1a tM - or ....... _, u.a tt uu. .._ 
tM ....u-1 ,.._ c .s. c u... w-. • tt•N• au•-• 
hi •• ca. arsu. ... II» t11 ,... •lllf''wU. _. .. , r .a.£. -.... ~. a. 
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USC/.305 ccn uo •. _..~./_ 

TO? S:£Kl:.T 

U. S. C0001ttee on Uu~.al Lend-Lease Aid 
Between the United States and the United Kingdoo 

1t1.nutes of l.leetin~; in Secretary l.!orgenthau 1 s 
Office on November 151 1944 at 10:00 A.M. 

Pr esent 

Secretary UorKenthau, Cha1.man 
ur-. ':ihite 
l!l'. Casaday 

l.!r. Cro1olay 
ur. Curne 
l!r. Cox 
JJr. Davidson 
IJr. Ansell 

Ur. Acheson 
11r. Collado 

ur. Coe, Secretory 

Non~unitions Probr ams 

Wit. DAViiJSJ:I reported that a~;reement had been reached on the 
Food ?ro~am, on t he Snippinb l'ro~am and on the ?etrole= ?roKram, 
except for stocks; the Domin1.ons and India ?ro~ams were almost 
f1n1.sned, 1.ncludl.n0 the Locoaot1.ve proolen. 

There .. as considerable discuss1.on conccr rung the intentl.on of 
the ~ar rood Adrnl.nistr ation to cut rneat allocat1.ons for t he British. 
It was a&reed that tlu.s matter lllibht have te be taken up W'lth Mr. 
Byrnes or the Pres1.dent . 

J::xports 

\iR. COX advocated that the · .. 'hi te Paper should not be withdrawn, 
but only modl.fiod t o deal with cash purchases and lend-lease stocks • 
.UI. ACI!t.SON said that t his approach was the one that had already been 
agreed with the British. Since ltr. Cox 1 e ne .. meoorand11n had not been 
seen by the Canmittee, S.!:Ck.:."l'AkX I!CttGl:Jrrt!AU asked that an agTeed posi­
tion be obtained before discussl.ons With the British t ook place. 

Chapter III 

Ul!. C111!1!IE said that as a r esult of a technical committee a eeting 
there ftere about \;150 millions of itec~s on which t he U. S, Group had 
tentatively &Kreed. The rest "ould have to come before t he Top 
CCI:II:Iittee. 
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COPY 110. _ ,LJ_ 

u.s . SubcCI!llllittee on Mutual Lend-Lease .Ud 
Between the U.S. and the U.K. 

~inutes of ~eating held in Room J438 
of the Treasury on llovember 9, 1944 

at 4:)0 p.m. 

Present 

Jlr . White, Chairman 
Ur. Casaday 

ur. Acheson 

IJr. Currie 
IJr . Cox 
~I'. Davidson 
!Jr. Angell 

Oener nl styer 
Colonel Sto11art 
Captain Bonnell 

Captain Fout ch 

Military Reciprocal Aid 

~R. \O"diTE proposed that we should get a general commitclent 
!ran Australia but that J.f the financial burden exceeded their 
ability, Australia should be given t he chance to r eopen the 
question at any t:une. UR. ACHESON proposed that Australia 
should undertake to furnish reciprocal aid up to the level of 
1944, If that level were exceeded the British should pay ! or 
the excess, with a rJ.ght to terminate t his arrangement on notice. 
OEIIERAL STYER believed that this arrangement ..as satisfactory 
but said that since Undersecretary Patterson was out of town 
he would not be able to report before Tuesday: 
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5 "', ""' V'lt: ! 

HJ.!Jr: 

S: 

RMJ r: 

S: 

IDlJr: 

S: 

HMJr: 

c s: 

HJ.!Jr: 

S: 

HMJr: 

S: 

HMJ r : 

S: 

HMJr: 

S: 

HMJr: 

S: 

c 

Y e: 15. 1 
::.z:JZ p. 

Mr. Seeret e :or. 

Yea. 

I Just wanted to tell JOU that I knew nothing 
at all about th~ matter that vas mentioned in 
that Drew Pearson thing this morning. 

Yee . 

I was very much disturbed by it and 
grateful to you fo r calling me back 
I ' d have an opportunity to tell you 
before you went to lunch. 

I am 
so that 
that 

Yeah . \'/ell , what -- what is there to the stor y? 

Nothing so far as I know. 

I see . 

I saw Forrestal in Boston Saturday night before 
the election . 

Yes. 

I Just happened to meet him in the hotel. 

Yeah. 

And I told him that I wae contemplating leaving; 
that I' d have to be away for at l eas t two or 
three months taki ng care of my own affaire. 

Yeah. 

And he said absolutely nothing about this. 

He didn't? 

It's entirely news to me and I was afraid you 
might think t hat I had known about this when 
I talked wi th you yesterday . 

Right. 

And that ' s why I wae eo awfully anxious to get 
hold of you as soon as I saw this article . 
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i:!Y.Jr: 

S: 

ID!Jr: 

S: 

HMJr: 

- 2-

.Ul right. :hl'li".A 70u ;'<!!"\" much, Jonn. 

It's ent 1rely news to ~e . sir. 

Thank Yr:JU . 

Thank you, s1r. 

Bye. 
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.,. '1r 11, 1M& 

..... l ... t 

I r wltll .,e.t nluteett trer'tt!lll te 
tM '"•l•et ,., let:ttr tf ntlpaU• u 
Atthtaat s .... tuJ ot tu ,.....,. 

t .......... -1141• of u.. !:EH:'-'Jr 
ttr •n tMe tlw ~ of tM .. , 1t1 
tl•t ui llaw .,.., .. 1a ..U llut wrt ul ttl• 
nlt ... 111 ... 

Olin bu lien a ••t pl•..t u ... latl• .,. 
I •at to thnJr l" fop tat d1e Ml"'flM JW Mft . 
naitn4 tt tu .Gem: st, fu tlat cr-t ~ 1011 
••• 11,.. • .... tor JOV att.111:tc llpltr. 

I wta ,.. tale poatn\ .. , .. ,, la ~ t.rtW 
tU'ttr ul tale poa\Mt Mn!pll to J!111. :::.{•• 
flal]J. I wl1li ow blaliUt rl 1l1ll r 
toetlllalq b•p.t -tut· 111~ ,_. 

llaunlJ, 
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tqp 'N''R 
C.S.L.L.<ttl$th 11'''9' 

llinutes or W.etina held in the u.s . 
on 15th November, 1944, 

at 2 10 p .m. 

PRiliNT 

llr , lh1te (in the Chair) 

Trtellll'J 

U. §.BIRt~§eatat1XIi Y.I.BIP,aiiDtltliii 

llr. 
llr. 

ur . 
Mr . 
llr . 
llr. 

llr. 
llir. 
lolr, 

1lhi te (CIIai,.an) llr. Ben Seith 
Casaday 

Cur rio 
Davidson 
Angell 
Havlik 

Acheson 
Collado 
Fetter 

Lord Keynea 
llr. Brand 
Sir Robert Sinclair 
£ir l!enry Self 
Sir Charles Hambro 
llr. Bridceaan (part time) 
Wr. Gosehen 
llr . H6lmore 
Mr. Hutton (part 
llr . llaclay ~part 
llr . Penson part 
llr. Stevens 

llr. Leo ) Joint Secretar ies 
llr . Coe ) 

time~ time 
time 

1, CHAfT§R 3. 

At the CHAIRIIAJI'S invitation IIR, CURRIE and IIR. DAVIDSON 
gave u.s . co~ents, item by item, on the proposala contained in 
Chapter 3 of British Requirements in the First Year of Staaa II, 

IIR . CURRIE expl ained at the outset that u.s , views on 
these items were not as far advanced as in the caae or other 
programma• being reviewed by F.E.A,, the results of which they had 
been awai t1ng. 

(1) TOBACCO 

. IIR . CURRIE said that in view or tht cigarette 
shortage 1n the United State• and the probability 
or a continued shortage for a considerable period, 
the crantinc or this request would be difficult to 
Just1ty1 particularly since tobacco ror civilian 
consumption had been r emoved from lend-lease early 
in 1944. LORD KLYNES pointed out-

(a) that the amount involvad would probably be 
in excess or the $90 million liatecl in the 
report. Thil fi&ure had been baaed on the 
asswoption or a certain allocation to the 
forcea whioh would probably be reduced. 
Thtretora more would have to o~ under tha 
civilian profr .... brlft11Rf the total tor 
the United l ftldoa liP to t 01 mll\1011. 
There wu a a1a1lar d ... ncl fr• .Auatnlh 
and New Zealand wbiob wvuld brlH ~ 
total to epproaiaatalr •110 a1 1 oa. 

Regraded Unclassified



• 
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MR. CURRIE said that this thouch less 
vulnerable than tobacco, had also been removed a 
year aao and he WIS therefore doubttul as to the 
possibility or r estoring it now. LORD KEYNES 
pointed out that whereas a year ago it was believed 
that the dollar exchange position or the United 
Kinadom was crowing stronger, this was noo understood 
on the u.s. side not to be tne case, and he had hoped 
that sucar mi&ht be reconsidered in the light or 
this chance. MR. CURRI& said that the United States 
might be facing a period in which supplies ot sugar 
were substantially reduced, and that it might be 
inadvisable to use lend-lease tunds for sugar 
purchasos in such circumstances. He would prefer 
to regard this item as being held in reserve until 
tho position was clearer as regards the overall 
Chapter 3 prosr&m%e. 

()) lli 
MR. CURRIE said that the figure or $100 million 

mentioned in the U.K. paper was understood to include 
all non-Lend-Leasable expenses includinc equipment 
for the development or oil tielda as well as crude 
oil purchases tor dollars estima ted at $16 million. 
LORD KEYNES said that the $100 million figure was 
an approximate estimate of the total dollar expend­
iture which tho U. K. had to incur· in connection 
with the production or oil , includins oil tor 
Reciprocal Aid. Some proportion ct this totat 
estimated at $22 tor purchase or crude, plus $8 
for royalties payable to the Vene&uelan OoYern-
ment, had bean specified 1n the document oubmitted. 
Tbe remainder represented various 1teu including 
equipment, repair• and tbo aaler iea or u.s, 
technician•. It the coneral u.s. attitude toward• 
tho propoea l wor e tavourable1 he •uc&eeted t ha t the 
matter could be cone into with the Br1t11h oil 
exper ta. KR. CURRI£ aaid that he thouaht that · 
it would be difficult to justir{ the supplJ under 
Lend-L<aee of anythini that cou d be raaarded 
as equiJNient f or development purpou a . He would 
be &lad to recein an ite:aiaed bru DSowa or the 
$100 ulUoa naue. r.am n.tu tbaa aaaeated 
that there were 111 atrect two pouibla •thocb 
ot procedua. Oca wu that sacaas&M 1a the paper, 
.,_17 tbat u .. u .. ta or tte .. u.r :c;:utan 
1owol ... alloald be vr1 ... at Md •t r.a.~. 
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• ~ 101-u .. • • rw - ..._ • ,. 2 
.. -.,lU. tt- ,_a. .. II-~: tf! 
a. - ~ _. r= 7 - -w art '; •- -· '' •ca .. *>llaJ' 57- a1 .. --.... ' • 
teC" at a1 ou. 32 aa "''a'-t .. , ..U. - -
ren-tu __.. :1ft .. aalF N(" ..,. Ia .sa .. 
llaltM JS=I" ..... 18ft~~ 111 eauu wr"-. taa7 
._... _,.tbah .. u- Sa es.sa .. doU.ar a a _, Ia 
~ ~iture au ~at u4 it -td tt>ererore be 
ap~ropr1at. U:at ~, .~ ba adect<HI 1t Use soeaa4 
alternative wre to be c....,.1dere4. ·ith respect u t.be 
first altarnatha, 1111. CUlUll& at.ted ~t t.be u.s. ~d 
tate difficulties in IU~pl11ftl carital eqaia.aai OD 
Lend• Leasa teras, althouab it •1 t be r•sibia to 8Uppl 1 
auoh eqaipaant • • ao.e opec1a oredi arran, .. ent. 
ltR. OURRii tpoucht that it JJOUld be dUtioul t to Jua tlf1 
the purchase or oil from the ater l1na area at the aaae 
time that other oil woo baina Lend,Leaoed to the Unita4 
Kingdom, but the United Kin.,dom mubera pointe<! out that 
the cases were .. ot comparab e Iince the oil !rom Curacao 
ancl Bahrain involved not only the payment of dollars but 
expenditures external to the U:K. IJ.R, CURRIE undertook 
to consider the catter further 1n the l1aht or the 
rorecoing discussion and ~~ the turther intorsation to be 
turn1shecl by the U.K. representatives . 

(4) QCEAN fR&IGHI. 

IIR. DAVIDSON said that the u,s. side was inclined to 
toke t he vi ew that it would be possible to grant Lend­
Lease under this head OnlY with r espect to items definitely 
bearing soma r "lation to tho war . Considerable discussion 
followed as to the nature or tho i toma concerned, The 
United Kingdom r opr osontativos poi .ntod out that all the 
ite~s montionod in tho Supplement to Chapter 3, Paragraph 
2 (iv)(a) wore obtained on Gov~rnmont purchase and that 
this ract in itself was a guarantee that thoy were required 
Cor war purposes since tho Government or the Unite<! 
Kingdom was not incurring oxpondituro on goods which it 
did not r egard as essential to tho prosecution or the war . 
~R. YACLAY quoted !rom a list or items Which included 
NAAFI s toros, tobacco, certain typoo of lumber, iron 
and steel, industrial machinery and parts, agricultural 
machinery and partsl tractors, automobi.les and parts, 
mocl ical supplies and printed mattor, Some discussion 
followed witb r egarcl to the Canadian loadings or a 
substantially similar character, with rupect to Whieh 
a retroactive d~mand tor 1944 hac! boon entered by the 
Uni tod Kingdo:11 rcprosontativos . im, 11ACLAY pointed out 
that in some cases these coocls had boon loaded ill Canada 
tor roasons of administrative convonionco, but that their 
character was similar to that or items supplied !rom the 
Onitod States unclor Lenci-Loaso0 IIR, DAVIDSON said that he 
thought that tho account1 with r ospoct to Canadian loadings 
tor 1944, was closed, but that it it wsre not the United · 
Kingdom suggestion would bo r oeono1dorad. MR . UACLAY 
undertook to supply a list ahowina tho items and values of 
100d1 shi pped, both in tho 1944 Canadian procramma and 
by way ot rorooast witll r oarao\ to 194,., It .... apaa4 
that tharo ohould be a data le4 41aouaa1on bet .. an ab1pp1Da 
uperta rocardin& the 4ollar outla1 or t40 a11Uon on 
serYica and supplies to Brltiah oontrolie4 Yesaela 1D 
u.s. port s . (SUppleaent to Cbaptar ), Paraarapb 2 (1Y)(b)) • 

• 

.Stb r eao.rd to the 4ollar propor ttoo or itaa on 
lorwaian nuda oo tiM chutora4 1111401' tM tripartite 
Acra-nt or 1941 (&u~pleMct to Cllapt.r ), Panarapb 2 

!i:H~~ ::Stl:~ ~~(~t";:~:r'~u,_ (iY)(J~, 
D, a& TIII6CII Aid Usa t be ~4 .. t 1n taae1> ld til a:r • 
•elaJ' 1n ord&r to 4.1aaaas nartbtr, 
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rt~ro Wls also JODO d1acuss1oD re,.rdlDI 8uppl ... Dt 
1.0 Chapter ) , Para~?apb 2 (1y)(a ) , 0. '&CL&r uplalned 
that the I S aJll1oD 1D quostlon .. s 1D e t t eot • tine 
tor errors 1n tl l in& soae r aqu1s1t1oca, aDd tor 
Ulldorc•t1 -u t os 1n otl'.er roquh1t1oDa. liB, DAVI11601 
aald th!lt on thla ltaa thore had beaD oerteiD expensos 
Which would not have been a llowed even had t he 
roquisltions been properly t1lod 1 bu t at the CIIA:OU.~ '• 

ausaostion ho undortook to look i nto thil matter i n ordor 
to 8 00 whethot the eloment or penalty and the ole118nt 
or additional expenditure oould not bo disae•ociatad. 

( 5') &:ACHlf!E TQ9U! 

UR. DAVIDSON said that this proposal asai n r aised 
the problem of provi ding undur Lond-Leaae 1toms tho 
lifo of which would extend •ubs t antia l l y i nto tho post­
war period, LORD KEYNES r omarkod that as t ho war draw . 
noar er to ita close thi s cri t pri on bccamo i nc r easingl y un­
roali s t ic , In the U.K. viow t he post-wnr use of items 
supplied undor Lend-Lesso should be a m3ttcr tor decision 
in connection with the final •ettlement or Lend- Lease, 
lo!R , \'IlliTE enquired Whether the United Kingdom 
r epresentatives would consider the supply ot these 
machine tool s under Sec tion 3(c) of the Lend-Lease Act . 
LORD KEYNES ropliod that th i s would merely serve to 
accumulate dobts and could not be consi dorod , MR . DAVlDSON 
enquired whe t her the United Kingdom reproaonta tivcs would 
consider full payment in cash now, aco~panied by an 
asrooeent th• t the residual value should bo calculated 
l n tor nod th~t the 0 S. should reimburse to the United 
Kingdom the difference botwoon the initia l cost and tho 
rosidUll valuo at the end or tho war , Tho United Kingdom 
ropresenta tivos did not favour t his pr oposal nnd LORD 
KEYNES roquostod that tho list of machino tools i n t ho 
socond supplement to tho British document, Part III, 
should be ox,minod with a viow to d .. tu·minin& whether 
there wero not a nucbur ot tools to whioh tho ruling 
ocainst the provision ot capital goods on Lond-Lcase 
should not be e>pplied, !JR. PENSO!I said that he believed 
tha t a l "rgc propor tion of t ho 1945 demnnd was i n fact 
tor machino tools r equired for war purposes nnd in a 
critical or spooinl cntogory . It was agrood that t ho list 
should bo rurthor oxruninod by u.s. r oprosontntives. MR . 
DAVIDSON statod1 however, that the U.S . side did not 
consider tb~t tnore was any l >r go prospect that tho 
prosont rule of tho F.E. A. acainst Lend-Leasing capital 
items would b~ rescinded , 

(6) ~ 

UR . DAVIDSON sai d that with tho possible excepti on 
ot ossentiol oils and chewtna gum bnso, those i tems 
appear ed to be eligible tor Lend-Lense . He asked the 
United Kingdom ropresent3tivos to ascer t3in ~t 
proportion if ony or tho eeoontial oil doannd was 
roquired t or t ho m.•nutacture or coomotico. The United 
Kingdom r cprosontotivoa stn t ed • 

(n) t ha t thoy boliovod tha t tho ohowi nl rum beoe 11:11 
r oqulrod mainly t or u.s. Porcoe, but woul4 
contlrll t his , 

(b) that t ho :a110unt now t n•oh td 1D pqrchasaa tor 
HUI'l 11:11 $20 llillion r s tbtr t haD 19 u prerloualJ 
r <>portod , LO:ID DYIIIS uid tMt ho could .uppl:r 
" auppl omont:tr y list showtnc bow tho addi t101Ul 
Ill aill i on wos a2do up. 
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IIR. D&YID601 sald that tills •s a dilt1calt ltea 1A 
•low or tile establlsbecl pol1cJ or -1Ac r raa tile scope 
or Lond-Loue olrtllan nppl lu Cor >reas DOt 1A .., 
tbo>tros, llo addecl tbot tho or.,.a~ts Cor tile eas_,t 
or c lvllian ston'i~>rds 1n tho Ulll tecl Un&doa did DOt , Cor 
tho aos t part, applf to tha Col onies, £oRD llllll& sald 
th•t • factor to "" oh walcht should ba clnn was th>t 
the Unitocl Kinsclom was purchaatnc 100~1 tro• theso Colonlos 
and supplying thom to tho United 6t atoo unclor Reciprocal 
Ald. lie thoroforo coneidorad tha t tho Col onloa ahould ba 
oliglblo tor Lend-Lease , It was afrood that this itom 
should bo roservod Cor a lotor doo aion booed on puroly 
Cinnnci al grounds, and in tho light of tho ovorall pic ture . 

(8) llllfAll! EQUIPMENT ANQ REfLACEI4BNT OF BQMB-QAMAGEQ HOUSES, 

UR. n.VIDSON said that it WQI important !rom the point 
ot view of the Uni ted St,tos thot tho r t quirements ahould 
bo solely tor temporary and omorconcy hcusos ond th>t the 
U. S. r cprosont, tives would be w1111na to consider • sum 
or tho ordor 1ndic•t~d in the Supplaaont to Chapter 3 
providocl th>t the items suppliocl wore tor an oMr gcrocy h:ming 
procr~o. LORD KEYNES s t>id th•t ho thoulht t ha t sucb 
on assurance coUld be given a nd th>t t ho United Kingdoe 
roprosentrt1vcs were th1nk.1na 1n p:trt in ~rms or 
roaovablo houses . He au&eosted th>t it would be usetul 
if t ho United States reproaont3ti vea could pr opar o so~ 
aonoral ruling or formul~ in advance or tho visit or tho 
U.K. housing experts. It W';'lS acro~o.-4 th:tt the part1c:ul4rs 
oC tho proposed r oqui remonto would bo Just1C1cd l oter 1n 
dotnil nnd tho t tho item should stond as bolng accopt>blo 
in principle. 

(9) CiviLIAN RELI];F SUP~ 

Tho F B.A. roprosontntivoa anld thot they would f ind 
it dlfticuit to • gr, e to providv civilian r ollof supplies 
tor tho For Eut on Lend-Lease . It wos ngrood that it 
should bo hold in abeyance t or tho time being. 

(10) PR£-R£CIPRQCaL AlP SQFPL!ES OF BOBBER. 

The F.E.A. rcpresontotiv~s • xpreasod tho viow that 
this W>S a legitim!lte dobt and thot 1t should be re funded . 

(ll) SQEZ CA~AL ll!!E§ 

WR . CURRIE sta ted thot t hi l item would be poid tor by 
tho United Stotos, but that tho U.S. did not consider itself 
prejudiced ther eby against oponina oloims tor receiving 
such tolls as Reciprocal Aid. 

(12) TA!SE-OUTS OF CAPITAL FACILITii.S 

Tho u,s. Treasury r eprosont•tivoa said that this cloim 
omountlng to $38 million would bo viowod aympathetlcall y, 
1nd tho details were beins chocked by thoa, 

( 13) PRODUCTIQN CO NTRACTS TRANSr&DBIQ A& tm.oots 

Tho U.S. r opresentotlvea aakod t or turther t ntoraatton 
on thla claim (lllOunttnc to . 2. 2 •illi on • 

(14) QiJiB&IQMS tO T§E g. s .s . B, 

!be u.s. r opre•ent>tiYol aa id thst thia cloia was boinl 
e:ruiAcd 1n connltstlon wi th tbo lu Doputacat. It &U 
:u~ttclp'>tcd th>t there alcht be 41CrtcDltJ 1n roprd to tile 
loaton.a . 
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tile CHAIJ!kU ns doubttlal -...~her the u.s, .-14 be 
propued to con~uplo~o the p•,..n~ or o nnbl tor theM 
it~U 1n Yiew o r the rac t tb• t tbcr h~d "" ... bouibt on4 
p>id tor br the Br itish bcror<o Leftd-!Aaae beaan. It waa 
t hor at ore n>tur~l ~t the O.K. ohould liYo the U.S. the 
riaht to uso t hese • •ehine o without pa)'IHnt ao bao 
beon the casu . ~11• rotroae tlve pay.ent1 . or theso 
old ite•• involve many di ftioul~ioo 1 ha •~• proposlnl to 
ra i oa tho point with hiahor nuthoriti oo , With rag~rd 
t o t ho auggostion tha t the Onitod Stotoo mi&ht be 
propa rod to purchoso auch or thoao toola aa hnd not beon 
diapoaed of e stimated to be worth $8 million, tho 
CIIA IR!4AN sal.d t hat he would be propor od to l ook into this 
aU&Lostion, but a sked that a l i st of tho m> Jor 1toms1 gi ving detail s of the pl runts in which t hey wor e l oca ted, 
bo turnished by ~he O.K. reprooentot ivos, 

(16) AIRCRAfT AND eNGINE§ TRAtlSfSRBED TO THE Q, S, 

LORD KE~~S enlled o~tontion to his l ottor ot the 
3rd or llovccber . 1944 which r<vilod the t1guro to $224 
aillion form $2o6 million. Tho CHAIRUAN s b ted ~t 
this item wos being r escrvod tor cons14or3t 1on at ~ 
h~er meeting of the Cocbinod Cocaittoe. 

EXPORT F8ERD0!4 

I.R. COrlRIE said th~ t the United S~o toa roprosontotives 
wor o not nt prosont rvody to discuas this question 4S 4 whole but 
ho would &i vo P.E. A.' s pr ol 1mi.nary views on the pa per propo.r ed 
by tho U. K. r~prosentotivcs and ei reulnt od on tho 3rd or Novembe~ 
os c . s . L. L. (44)1, This paper wos thon eonai dorod , it. m by i t em, 

I tom 1, ~. DAVIDSON sei d thnt F. E. A. did not 'gr ce t o t ho 
propoa>l in ltom l with r es pect to i dontieol m>nurnetur ed goods 
since such goods might not bo in long supply un11ko tho coso of 
cotton. Ho thousht thot sooc formula mi ght ~o worked ou t with 
r ot e ronco to ap'lro par t s and components which would bo satis factory 
to tho U.K. side. LORD KllY!IES urged thot tho •4minhtrot1vo 
working ot ~ny n~w a r rangement would b~ vory sraa t l y sicpl i f iad i f 
tho U.K. propos~. could be occoptod : ho pointtd out thot on 
intolcrobl o burden or work cisbt be involv~ it both tho u . s . and 
tho U. K. h3d to take stops to ensure th3t Whero aoods wor e exported 
iden tical to tboso received by O. K. or o.s . . roreoa as Land-Lease 
or Roei proe>l Aid, the Lend- Lesse oDd Roci proeol Aid procr~es 
wer o naonded occordt.ngly or eash pnymonts ude. Bo th Wr . Helcor e 
orul ho urcod thnt arr=cel:lents applyina only to ap>ro parts and 
c:ompononts would not provid e 3 compr chonaivo aoluti on of t his 
p:~rtieulor rroblom. LR. DAVlDSOll said th•t the U.S. side "lso 
wont ed " 10 ution thnt would b& tt4min1atr .. tivoly t oaaiblo, but 
he did not t hink th>t the ~orican proposal would in foot involve 
tho kin~ ot odmin1str>tive eooplieotions which Lord Keynes envi saged , 

' Itom I~, k.R . DAVIDSOII soi d t hat on thh poi nt ther e was no 
quarroi wit tho princi pl e but t hat thoro miaht bo aomo difficulty 
i n tho oppl i o3 t1on ot t he principle, portioulorly with reference 
to oil products , LORD KEYNES sai d that oo rocnrdo rubber, the 
etroo t of the U.K. proposal would be tha t it Lend-Leaoe or 
Rooigroeol U d rubber woa exported u ouoh a oooh al\juotlllent 
woul bo mode, Whor o1a there woUld be no nood tor a o1mi l ar 
od Juotlllent in t ho eoae of exports or finiohod produota oontainlnc 
Lend-Le ooe or Rooi proeol Aid rubber , Ao roaar4a o111 the U.l • 
had been at palno to talte out or ita Lend-Leu• proar .... oil 
products in eaoea Whe re it wa s knOwn that identical and l dantltiablo 
produe to would bo exported. But aport trooo tha .. Leftd-Leooo and 
Roei procal .Ud oil would lose their ldontitT otter dellYorT, and 
it aoooe~ r eaaocoblc theref ore thot both coantri oa ahoul~ bi 
re car.locl a o rr .. to export oil wit.hollt roforence to tho r ece ipto 

- 6 -
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ot Lend-Lasso and Reciprocal aid o11 rospectivelr. MR. D&YIDSOI 
l aid th•t t ho f>rtlcu.lDr probl• Of Oil .. S beiJia .tiS CilUGd a t tile 
prosont tiao wi th F.E,A, r epresent>ti•os, s nd it .. , aaroeJ that 
thio poi nt ohOillJ be lett OYe r t or turthor oons1dtra t1on in the 
l i&ht or t~t d i oeuao ion, 

{SSS ll{A Tho ototemont oot out i n tho 8ri t1oh doau.ent ... aeoop o by o u.s . roproaontot1voe. 

ltom lV, WR. DAVIDSON said thGt this waa only a ques t ion ot 
s torm of worde 4nd t~1t thoro wa• no 41tt~ronco botwoon tho 
U. S, ond tho U. K. on thia point , No doporturo • • • i ntendod from 
tho moonins or tho phrose os usod in t ho 1941 Whito Poper, 

!~om V~ UR. CURRIE sai d t hot F.E. A. oould not occopt this 
propolol, onsidor able discussion onouod , in the course of Which 
~R . ACHESON aussestod thot the U. K. propoool woo one • osmont 
of n vory much broader que s tion whi eb would inovi tobly be discussed 
i n another context , LORD KEYNES urged th~t quito apart from t he 
w1dor cona1d~r~t1ons or poli cy to which Ur. Achoaon reterrodL i t 
woa doairablo to obtain, if ~oss1blo1 nn oeauranco trom the u.s. 
authorities th>t thoy would not obJect to tho t i nanciol proceeds 
ot any solos or non-Lend- Lease military oquipmont to third 
eountriol occruing to the U.K. Tho U. K. roproscnt,tivos hod 
thouJht t~'t tho financiol issuos involvod could ~oat appropriotely 
bo diseuuod by " boJy which """ concerninc 1tsolt with the 
oxt ornol t1n3ftcitll position or tho Unitod ltinado:o duri ng Stase II. 
Tho CHAIRI.t.ll soid thut he thought tho t this question should only bo 
t:tkon up by tho Co=ittoe 1f tho rccoiptl Which mi&ht e ccrue to 
tho United K1ncdom would bo or considerable aicniticance in 
connection with tho U. K. 's b3l~co ot payments positi on; otherwise 
ho thousht thot the cottar ~ught to bo loft tor diocuss1on in the 
aop~r~ to context suggcstOO by U.r , .a.choeon. 

tiR. CURRIE said thnt thor o wu ono p1rt1culor point 1n 
connoc tion with tho discussions on ~xport froodom ond t ho Chapter 
3 items Which he woul d wish to atr oaa , Thoro misht bo damaging 
public criticise in tho Unitod Stotos if in a period oftor export 
troodom had boon accordod to the United Kingdom, the U.K . expor ts 
to the sterling nr ... o expandod con.siderably while u . s. exports to 
thu sterlin& orco wore r estricted by r eason of oxchanso r estrictions 
impoaod in tho interests of the storlinc arc~ doll~r pool . Ho 
auaaoatod, thorotoro, that tho U. K. would b• woll 4dv1sed to agree 
to gako soco ftdJitionsl exch3Dgo ovailoble (possibly of the order 
ot '50 milli on) to focilitate tho opc rotion or the principle or 
icportora 1 choice 1n cortain import~nt at<rlina ar~a countries~ 
LORD KSY'NES said th.:lt he W3S not prcp:trod to ontor into any sort 
ot borc~in on this point as part or tho proaont d1aeussions . In 
octuol fact ho w.a hopeful it would be poaaiblo for tho s t erling 
aro~ 3rrancom~nts to ro~~in flcx1blo ~nd for tho oxch~nco controls 
within tho or.s to be ridden with • co&pnrntivcly 11sht rein. But 
the extent to Which th•t would bo posaibl~ would, or courso1 depend 
Amonc other f4ctors, upon the s i ze ~: tho atorlin& orcs dollar 
r esource s . Thot in 1ts turn dopondod t o aomo oxtcnt upon tho 
dac1a1one on the Chnptor 3 proposDls . Horo ~sn in, howovor, he 
• •• not proporod to consider anything in tho nntur o or a barga in. 

3. FUTUBE BUSifiESS • . 

Tho COUI41T'!'ES t hen took hoto or tho outa tondins points 
which rumoi.nod to be discussoJ i n tho courao ot tho ner ot1at1ons , 
I t woa ~crood thot with reference to Chapte r 31 i t woul d be 
dosir,blo to cooo to o decisi on ot an 04rly dote wi th r espect to the 
throe l orco 1toos or ioportoncot namol y, toboooo - $110 c i l lion, 
otfahoro sucor - $64 cil lion anJ lora• aircr ort clo1ms end 
divoroiono to Russia - $243 cilli on. It wos oaroed that those 
quootions woUlJ bo for Jiocuoslon ot t he next aGotina or tho 
"'-in eo .... ittoe. 
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It .... acreod t.Mt tbo ... at .... u .. or Clle c:-1-
•hould be heU a t J p. a . 011 I :>YC!Cber lhla to 41-1 ~ ..U. 
llnd tho quoatlon o r Re<tlpJ'<>Cu ... U troa l ut.rub aj ... Jee1""' 
( U' tho U.& , t1do were r erdJ t or thlt l aDd ..., otber ~- ca 
1fh1ch tU(t1c1ont procr ou has been .... ~. 111 COIItliSefttlOD " tile u.s. ddo to por lllt or their belnc br ouaht bef ore tbo c-it-. 

Waah1naton, o. o. 
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TAX CASE - li!TION UGML\ E 

Present: Mr. O' Connell 
Y.r. Cann 
l.!iss Kirchwey 
Miss Schultz 
Mr . Sterling 
Mrs . Klotz 

.onzhr 15, 1~4 
3 :3(; P· . 

::it. 0' CONNEll: -Under 1016, corporations, generally 
speaking, owned and operated exclusively for reli~;ious , 
charitable , and educational purposes , and on a non-profit 
basis , and· no substantial part of their activity consists , 
in t he I'IOI'ds of the statute , "in carrying on propaganda 
or otherwise attempting to influence legislation" - that 
limited class of corporations are entitled to be tax­
exempt under the code . 

The impor tance of the exemption is almost entirely, 
as I understP.nd it, that if the~ are exempt under 1016 of 
the code , then contributions made by individuals t o the 
organization to help it to operate are deductible for 
personal income tax purposes, you see. The exemption 
to the institution as such is not ordinari l y im~ortant 
because t hey don ' t ordinarily operate at a proflt , so 
that to hold the corporation exempt from income tax 
doesn ' t ordinarily mean anything . 

I think that is true ~itb respect to The Nation 
because I don ' t tr ink they make a profit. ""T''i'ey are 
probably able to make both ends meet by virtue of con­
tributi ons from outside . So the importance o£ tho rul-
ing from their point of vlew has to do with the deduoti ona 
that individuals oould get from contributions made t o them. 
The bureau ruled on Octobe1• 29 that they we1•e not exempt 
u.nder 1016. 
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_....,. Y.LOT.! : ! u M.eiUI th£- "ureau ruled for tlec? 

..:~ .. I) ' LQil ill: "t;aiu t lhem. 

LUtJ. ~/. : out the ruling was made to The Nalion-­

'.ut. o• Cud. ELL: In answer· to their request for a 
Puling submitted sometime before that . 

Now, the issue is simple , although the people can 
probabl y differ as to what constitutes a corporation 
OPganized on a non-profit basis for educational purposes . 
That is the issue he r e . The ~reau ruled that tlus 
corporation was not operated f or educational purposes , 
and it is consistent , I believe , with all of the rulings 
that 1·.e have n.ade; and in rrzy examination of it I looked 
at a couple of the cases and I believe that it is quite 
clear t hat lhe Bureau ruling is quite cleaPl y defensibl e 
v.i thin the posit ions of the Board of Ta.x Appeals and of 
the courts . 

As I say, people car differ as · to what is "educe tional 
purposes " but the cases , for instance, lay gre.at stress 
on the non- controversial nature of t he operations of 
corporati ons held to be exempt ; and I think t .. a t this 
part icular ortianiza tion , as well as many others, deals 
pretty much in controversial subjects , and they don' t 
pur port to take an objective vi ew and present both sides 
of the question which, in t he view of so many people, 
~ould be , strictly speaking, educational. At least, 
that is the wa.y we ruled , and I think that one thing in 
f avor of continuing t o r ule that way 1"/0ul d be that if 
you don ' t rule that way , it is almost impossible to know 
vthere you stop with respect to v1hat v.oul il be exempt under 
1016. 

For exampl e, it would seem to me t nat if Eu:;ene Ueyer 
should decide that the operation of the Ne1·. York Post 
r.as costi ne him a little mor e money operating-me way it 
ls than if he set it up under a non -profit hnsis and 
deduc ted hi s losses , t hat you v.ould probabl y be f o1•ced to 
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say lJra t his .ras l in~ lon ~osl us tax-ex~opt i1 it t.u ee t 
up on a non- pr ofit 11 aie, as is The Ne.hon . There are 
differences of degree. 

H. i.:. JR: The ~•e.shington Post makes Eugene Meyer tax­
exernpt . 

MR. CAriN: Thr ough l osses he has. That ie right . 

~·R. 0' CONNELL: And for another per son it might be 
more profitable taxwise . 

H.t' .JR: The thing there is this - just read t hat 
thin~ ; t hat is for propaganda. (Poin t s ou t Section 101, 
Subd1 vision 6, of Internal ·~venue ~ode) 

;tUt. 0 ' OONHELL : Let me read the v.nole section . 

H.ll . JR : Just t he end . 

!.{;{, O' OONNELL: (Heading} "No substantial part of 
the acti vities of which i s carrying on propaganda or 
other wise attempting to influence legislation ." 

48 

H. :I . JR: That just strikes them out :~ try to influence 
le6islati on and they do do propaganda. 

Mh . CMIN : 'ue t hink tllllt is so , Mr . Secretary . And 
incidentally, in connection with the definition of propa­
ganda t ha t Mr. Klaus used in connec tion wi t h some of those 
corporat ions we have been following up, it l'.ould carry 
out your vi e1·1s as you 1·.ould int erpret t hi s . 

H. l~ . JR : You mean react against it ? Has he been 
auccessful? 

MR. CA.NN : We are still processing a great number of 
them. Some of them we ha ve had to reconsider . I would 
think v1e have had reasonable success • 

. .h. 0 ' C<llriELL : Yea , r> r r tty good . 'lhere mua t be some 
case nbere t he exempti on baa tetn revoked. 
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H.U. Jk: I don • t see where he has a l eg to stand 
on. 

MRS . KLOTl : \lhat they want to do is just let you 
hear thei r side oi' it . 

h.M •• m: Tha t is t he way I i nterpret that, myself. 

lli. 0 ' OJNNELL : \ e have several strings in our bow. 
You could argue they are not educational , but even if 
they were , and a substantial part of their acti vities 
'f1as propaganda , they are still out because you have to 
have all tnose t hings under the statute . 

H.M. JR: Let 's give t hem a hearing. 

!.lh. O' CONNELL: Do you wish us to be here? 

H.l.!.JR: Oh, my God, yes ! 

(f.{is s Klrdn·.ey, !.Uss Schultz , and Mr . Sterling enter 
t he conference) 

t. . ;.! . Jrt: I am sorry, but things are beyond my control. 

.:ISS K!itCh',,EY: It eave 1ne a chance to visit with my 
old friend i::rnes t Green , v.hich was more important, his 
having been Editor of The Nation. 

H.:l.JR: Now, \'rUch of you people ;•,an t to speak first? 

J.IISS K! hCffi':'EY : Maybe I shoul d. I don 1 t know at what 
point to be6in . Suppose I begin from where we left off 
the last t i me we were here . Of course, we received the 
lett er fr om the l;epartment , end I was, of course , rather 
surprised as well as disappointed about it, because we 
thought we had established ourselves i n the r ol e of a 
public educational organization, and espec ially in the 
light of the other gr oups and organizations we knew abo ut 
and had been closely in t ouch wit~Y~ch had received the 
ruling that ~e had asked for . 
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H •• {, Jlt: Other organizations? 

~HSS KIJU:Jil;EY : Other organizations of a character 
l1.at seemed to us to be doine comparable Mrk. 

b • .LJ!t: Publications? 

1!ISS KiltCH1."1'EY: For instance , Free World ma~azine , 
and of course there is the old case"Orthe Survey Graphic. 

!,1J, , 0' C.OrrtfELL: •hat v.as litigated, as I recall. 

MISS KIItCI!WEY: Yes, the Survey r1as one of the earliest 
instances of a membership corporat1on setup almost identi ­
cally like ours , with Survey associates, as you remember, 
as a par t of the organ1zati on. 

~ .H . . m: You are prepared , you see, and I am just -
you don ' t mind if I interrupt you? 

!.USS KIRCHWEY : iio , no , please . 

!.!h.. 0 ' OO!INELL: I am generally familiar with the case 
of the Survey vraohic • 

.tl.l!. JI : Don't let the stenographer v.orry you; that 
is just for myself . I do that all day long. I cannot 
remember what happens all day long . 

1.m. 0 ' CONNELL: In that case the Tax (;ourt held that 
t his Surv'!.:t_ Graphic magazine - I ha ve f orgotten the exact 
legal name - was entitled to a 1016 exemption over the 
objections of the uureau at that time. 

Our thou~ht is that that case v.as clearly distinguish­
able from this in the opinion of the cour ts concerned, 
because in t hat opinion they stressed the controversial 
character of the material v.hich VIas published by the 

· magaz ine over a long period of t ime, and it was my under­
s tanding that as the court saw it, at l east, there was 
none of the element of what the statute refers t o as 
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any substantial part of the activities beinG engaged 
in propaganda or attemptin& to influence legislation . 

At least , that is , as I re!l'embe.r it, v.hat the case 
held . And I fe lt tuat the operations of t he Survey 
Graphic, at least as it was looked on by the Tax Court, 
were ·quite clearly different f rom the operations of The 
Nation, as a maJazine, as 11e understand it . 

L!h. STERLllW: I think that is qui t e correct, though 
there is no intimation in this case, as in the case of 
Nation's associates , that t lleJ'O was any substantial 
achVlty 1'1ith respect to influencing legislation . 

a. :. JR: Just as a la;,r.nan I 1.ould say, if you don' t 
mind my arguinti v.i th you - I r.ould say the rna~azlne t1as 
no damned ~ood, and I think it is very good if i t doesn' t 
try to influence peopl e . 

. !.!ISS KIHt:HWEY: I don ' t want to interrupt you, but 
I think it would be ridiculous to pretend we dido ' t . 
\',e take very clear- cut posi tlons and we argue for them. 
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ily contention in this - and I eon •t want to insist 
on t he Survet vraphic case, because there are others, 
too, that l hink are comparable - but the ~urvey certainly 
couches its opinions in less positi ve tones t han we do , 
t here is no doubt . They do argue for all kinds of reform 
for specific improvements in social legislation, and for 
all kinds of t lune;s that I think tl1ey should argue for, 
but t hey have done i t, perhaps , in a less militant spirit 
than The Nation has . 

I don 't knorf - we share with them the same organiza­
tional setup ; in fact , I had lone consultations with the 
Edi tor of Survet before ~e reorganized Nation as a member­
sdp, non-profi --

rl .:!.JH: \.ho is that? 

l.USS KIItCHWEY : Paul Kelloeg. 
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l! . . JR : "hat ill the other ma6 azine? 

!.!ISS KikCHWEY : I know, you mean Leach. 

JI .M.JR: What about his magazine? 

MISS KIHCII\'IEY: It has faded out of existence. But 
Survey did do j ust ~hat we did. The Survey associates, 
r.1th a paid membership and a definite non-profit member­
ship setup, legally - and I went into it very carefully 
v.i th them when wa reorganized 'I he Nation before I even 
v-.ent for legal help in the matter - and v1e have this same 
rela t ionship between the people who subscribe money as 
ruembers of the Association; the onl y difference is that we 
as en association , really carry on association activities 
~hich r.e plan to extend, and ha ve already developed to a 
considerable de&ree , Tihich as far as I kno~ Survey associ­
ates - beyond ha v in~ a dinner once a year - has never 
bothered to do . 

In both of t hese activities it has seemed to me t hat 
we have carried on what I should consider public education, 
wnile withou t fo r a single moment pretending tllll t ,.,e don 't 
repre sent .our onn point of view on public questions. The 
tlung that Yle don 't do, and neituer does the Sur~e{, is 
to represent any partisan interest, any privare-1n erest, 
or any group interest of any sort. V.e simply represent 
our view of what is for t he public welfare and v.hat our 
publi c ou.:;ht to know shout public affairs . 

Uh . O' CONNELL: I can only repeat in part vhat I 
s ~ id before, and that is that I believe the T~x ~ourt 
did find as a fact certain distinctions between the 
situat ion that existed in the Grathic with respect to 
Vlha t the court , at l east, calledhe non-contro versial 
nature of the matel'ials v.hich v1ere presented; and where 
they did present something which was of a controversial 
nature t hey purported , at least , to try to present both 
sides of t he question . 

I am not arguine for that point of view; that is 
merely what the court said . 
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... STi.:!.l.IIiG: That is the correct state:~ent , l:ut 
I t hink the Treasur;> subequen tly actually adm.i ttod- -

11.: •• 0 ' oom;El.L: In addition, I tould like to point 
out tJ.a t t 11e 'I reaaury did not feel that t he ~urvey should 
have had a tax- exempt status , either . It took the Tax 
Court to persuade us of that . We ruled ~gainst the 
Survey in t he first instance, and the Tax Court persuaded 
us we were wrong . 

Mh. STEkLING : I t hought I would mention that some 
years later the Treasury in its regulations r eally went 
back to its position in the Survey case, if you want to 
put it that way, and that it now admits t hat a position 
may be taken on controversial issues and t he re may be a 
discussion of controversial issues- -

H. t •• JR: In other publications we admit that you can 
discuss controversial issues? 

!f.j( , 0 ' COONELL: Oh, yes, the Tax Court held that, 
in t hat case . 
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H .~ . JR : I can 't follow these things except when some­
thing is brou~ht to my attention like t nat . Do v.e dis­
regard the court ruling? 

. 
Affi. 0 ' OONNELL: tio, no , the court ruling said--

H.M.JR : ~ot lith regard to the Survey Graphic , but 
as to other publications? The f act that they have ruled 
b at this is tax- exempt , and othe r questions come up , 
;;e j ust disregard- -

.:.lil. O' COOi?:l.L : tio, our exi sting regulations , as I 
unders t and - w.tat we consider the rules l aid dollll in the 
Survey case as well as ot hers - the court sa; s t hat if 
controversial issue s were discussed it ~as done in what 
the court called an objective fashion , and an attempt made 
to present both s i des of the quesllon . Is that right? 
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~-- l.a.-.. : LIJ&t is r.nat r.e inf:>rmed you in our le tter 
on Page ~ r.nere v.e pointed out t hat it is also noted t hat 
lne various controversial subject s present ed have not been 
discussed by pe r·sons of aclverae vi ews . 

MJt. STEHLING : I appreciate tha t . What I have in 
mind at this point, and without going i nt o the cases , the 
Treasury reg·•lation in 1938 , or amended regulati ons , 
appl ying to the Jkvenue Act of 1938 actuall y does provide 
that the publication of books, or the giving of lectures 
advocating a cause of a controversial nature shall not 
of itself be sufficie1.t to deny an organization the exemp­
tion . 

I mean, this is actually a Treasury regulation v,bich 
shows you how far the Treasury has gone fol'lllerly beyond 
t he stand in the Surve~ associates case . I think there 
are court decisions which ;;o in opposition , the Leubuscher 
case , \Veyl case , and Cochran case , v:hi ch re~x·esen t de­
cisions by the Treasury, no doubt, tttat sust8lned exemp­
tions where there was a very strong excepti on taken on a 
controversial issue . 

!!.ISS KmCHViEY: I think one of them ;;as the National 
Tax as~ociation . Of course , it was an association , not 
a maJazine, althoubh they probably published something, 
too . 

:.m. O' CO!lliELL: There are all sorts of variations 
you could think of. 

H. M. JR: This seems to be terrifically complicated . 
This Surve~ Graf,hic , let ' s just leave it for a minut e and 
60 to the ~ .or!d . Wby do they have a tax? 

Mlt. CANN : I am not farniliar with that case . 

H.Y. JR: I knov; the Free oorld, and I don ' t see there 
is an a-r.ful lot of diffcr'iii'O'i betYJeen the Free \1or ld and 
The Nation . 

I 

Regraded Unclassified



55 

~ - lv -

G 

!.:ISS KIRCu\iEY : I ha te to bring up casea--

H. !.:. JR: This othet• on e - t 11 at is going to ge t down 
to splitti ng hairs. llut if the Free Worl d is an associat e 
membe rship - is it? 

.. ass KIRCHWEY : Yes , a mixture - association under 
a magazine . 

h.L.JH : 4nd a tax- exempt status. 

l.!E .. 0 ' CO!WELL: I am surprised . 

H.J . Jlt : Do you kn ow the Free \rorl d? 

l.!l\. 0 ' CONNELL: Sure, but I did not know it was tax-
exempt . 

u ..... JR: Do you know of any others? 

!.USS KiftCliViEY : The Protestant . 

•ms. KI..arZ : ~•as t his brought up before? 

MISS i\IRCH\'IEY : I t hi nk v1e mentioned it earlier . 
I am not being critical Y1hen I say t his, it is a truly 
propa~aJ.da magazine , I am sure ver;; enli?htening, and 
therefore probably educational. It ~as 1nstituted to fi~ht 
against the Coughlinite position . It has a very aggress1ve 
Board that has been accused of being anti - Catholic . I 
don ' t think it is ; I think it is only agains t the more 
extreme position of that particular group . 

H,,, . JR : l.{aybe you bad better take it away from 
them, Joe. 

J,!Jt, O' COHJI:Ell : I would like t o keep a finger i n it 
if you don ' t mind . 

L!ISS KI RCifit'EY : They an doing a good job. 
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r. • ... J k: I v.ould take t.he t.ax exemption away from 
The Pro tea tant . 

Uh . 0 ' CONNELL : Actually, I 1•.oul d like to get infor­
mation on it, although we could get it out of the Bureau. 
If - as I had not understood, and Norman had not - we are 
in the positi on of havi ng given tax- exempt rulings under 
1016 to periodicals and to organ izations that operate 
substantially as yours is doing, I think VIe ought to re­
examine it in that light; but that is not as I understood 
the situation to be • 

.. rrss KIHCh"' .• EY: l.lay I ask a question? I don ' t 
know whether an or6aniza ti on is treated differently fran 
a publicati on--

•1 · ..• Jlt: 1\ay I t ell you a little story? My fathe r 
pt•ac ticed law, until 1900 . He always said, "Henry, when 
you s eem to win your a rgument , quit arguing . " 
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~!r . 0' Connell uas Just said he wanted to review t he 
thing, and i f 1 mi ght g1ve a little advice to the witness 
I ~ould stop ri~ht here , because I think he and Norman Cann 
v.ant to r e- exam1ne it. Vihy not give t hem a chance? 

1ISS KihC~~Y : tiood . 

L!it. 0 ' CONNELL: And i f v:e could have a few moments 
Ylhen we l eave here to talk about such things as the Free 
~orld, and if you have other examples , it woul d hel p-us­
in making a search in the other side . 

?.llSS KIRCH\'JEY : If it \'.oul dn ' t injure our case . 

H.:h. JR: I want to say thi s to you. 'lbe reason they 
are being so over- careful - and this is off the record -
is that M are pursuing ur1der this particular stat ute 
people l ike America First , and v.e have a great many cases . 
We don ' t Viant to injure our position , do you see? \.e 
have a number of these oasea . 
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.I\, O' wl<l ELL: Ur . llannelt' a Lf acue for (;onati.tu­
tional Govet•ument , we did not. glvo them 1016 • 

~ . ll . JR: We do not want to gi ve away our caae or 
weaken our posit ion , so r.e do v1ant. to be very, very sure 
of our position, because this is reall y the only stat ute 
under which t he Gove mment can proceed . .:lo this isn ' t 
just something v:e approach lightly. And it is very, very 
difficult to reach these people , and I run being very i ndis ­
creet when I say that, but I want you to know that v.hat 
you are raising is something more than just your own case. 

And the thin~; is , we take it , that t he metllod from 
your approach, from your side, is t hat what you are really 
looking for is v.hen people do subscribe to the association, 
it can be deducted as tax . 

~!ISS KI!tCl~.'.'EY : 'ihat is all. 

. H.''. Jk : .e understand that . I assure you if there 
is any way to do the thin~; within the i nter•pretation of 
the law v.e wi ll approach l t t hat way, keeping in mind 
that lie na ve a numbe r of others which I think you mi ght 
agree are quite important . 

1!ISS KlkCH\IEY : I :night aliLOS t sacrifice my or.n posi­
tion to get them knocked out . 

H.M.JH: They are very i mpor·tant, and ,.,e are having 
great, great diffi culty. 

MISS KII\CH'iiEY: I realize t hat . 

H. J.! .JR: So it isn't just something we do lightly . 

aiSS KIRCHun' : I am glad you told me t hat . I think 
that is a very important pa~t of the viliole story . 

H . !.~ . Jlt : But if you have·the Fr ee Worl d an d The 
Protestant , or anything else-- --
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:.ass KIHCffiiEY : I have several. 

ll. ~ . JR: ~here are you from? 

lflt. STEitqNG: EnJ el , Judge , and !Ailler . 

H.l.i . JR: I ju st wondered if my own attorneys wer e 
appea r in~; befo re me who shoul dn 't. I am serious about 
that . 

58 

Regraded Unclassified



11/15/44 59 
kiboon copy given to the President 

at lunch today. 

t 

Regraded Unclassified



• 

• 

~~!!!! ! ! 

l•orandu of Ue lecre\&rJ of "• tr••., 
' 

General OU'ltne of Propoeale 
/ 
De\atle of Propoeale 

1. Federal ReeerYe Board 
2. Federal Open-Martet Ooaal\tee 
3 •• Secur1\1ee and lxohange Co .. teeton 
1J lureau of tile BudJet 
s .. lxaalnatlon of financial InetltutlODB 
6 Federal Depoelt Ineurance Corpora\lon 
1. Poetal 8aY1nge Syet• 
8. oo .. t\tee on Induetrial fteancint 
9. co .. lttee on Agricul\ural tinanclnR 

10. Coaal\\ee on Houelng ftnanclftl 
11. Oo .. lttee on Mariti .. Jin&DOlftl 
12. Coaalttee on foreign financial Affaire 

• 

Regraded Unclassified



MEMORANDUM OF THI 

SECRETARY OF THF TRgASURY 

REGARDIIO UIIFICATIOJ 

OJ FISCAL POLlOI 

Regraded Unclassified



( 

( 

( 

62. 

With the approach of YK-Day. the Treaeury 
Depa rtaent eust be ge~red for borrowing and refuad-
tng ooe rattons on an extenei•e scale. In the oost-
wa r ad justaent period. the Secre\1\r)' of the TresBUry 
will be ca lled upon t o aake r ecoaaendations for the 
rats ing of revenue and Yill hR:~e respond bill ty for 
the planning nnd ca rryfng out of a succes1tul fin&Dc­
ing pr ogram for the federa l Oovernaent. The ia-
aed1ately foreseeable t asks in this respect aay prove 
t o be e•en aore challenging and diffi~Jlt \hRn thoae 
with which the Tre~1ry Oepartaent has been confronted 
during the cour s e of the war. Thi ~ is not only for the 
ob•ious rePson that patriotic &epects will be to soae 
extent in t he background. but a lso because the railing 
of re•enue .us\ be aore closely correlated with the 
econoaic condition of the country And with the borrow­
ing and r ef,mding operA.tlOns of the Oovernaent. a 
is iapcrative that planning for the post-war period 
should be directed to~rd having t axation and other 
sources of r~•enue provide sufficient receipte to aee\ 
not only continued subst antial outlaye of Feder~l funda 
but also t o at~ord a aargin f or the systeaatic retire­
aent of debt in those years when econoaic conditione 
are favorable . lforeo•er. the need of 1JD1fied tlecal 
control over the di•erse expenditu1e prograas of the 
Governaent will h~ve increasing iaport~~ce with the 
cessation of hostilities. The Secretary of the Tre~eu ry 
will be f aced with the iaportant· duty of obtaining 
support of this prograa froa the Aaerican people. and it 
is believed t~\ serious ~ttention should be aiveD Dow 
to strengtheninf aanageaent of the Federal Go•ernaent'• 
fi s cA.l and aone ary affaire. 

Throughout this adainistration. the Treaeury 
Oepartaent hAs held the view thA.t. 11.8 a national policy. I 
the Federal Go•ernaent'e aonetary force should be 
dynaatc and useful aa IU\ instruaent for iapronng Ue 
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\o\a l na\ iona l wellbeing . The use or Fedefftl fleoal 
power throujrb tbe euly yean or tbe ad•lnle\rll\lo• 
repre,Pn~ed R ai,nific~n~ ~ideo ing Of ~be Go .. rnaent ' e 
reeponeibl lity t owa rd t he indiYi~J" l e itisen and the 
lnduotria l affa irs of the nation. Dorin~ the for•atl .. 
oeriod. when new prograaa were concatved aDd broalbt 
into being rapidly t o •eet the ezlaenolee of tbe tl•ee. 
it waa neceeeary t o aet up •any actlYltlee on an lade­
pendent footing but ezperience over the past &Dd aleo 
consi deration for fiecal taets of the future oolnt t o 
the need for rea lignaents designed t o bring about coo­
tro l or coordinat ing ~thorlty for the entire area or 
Federa l fi scal operatlone . The need tor this ie appar~ 
ent froa the fact that t he financia l tr~aactione of 
e•ery agency and lnatruaent a lity of the Federa l 
G>"'rnaent. whe t her in the fields of borrowing. lend­
ing. ~neurin~. or spending. a re closely related t o • 
tbe doaeatic econo-r of the IAtlon P~d a re bound to 
have a direct or indirect bearing upon the condition 
of the Trell.tmry o.nd the responflibilitles of the Sec­
r e, ary in superintending the revenue and •anaglng tbe 
pnblic dP.bt. 

The Office of the s.,cretA.ry of the Treasn ry ahoa ld 
carry the responsibility f or oyer-all policy direction 
of Federal fis cal affAirs . ~hlle the Secretary is 
responsible for aupolying the necessary fonda for 
running the Governaent. and for carrying on the inci­
dental accounting f unctions . he is no t i n a ooeltion 
to exerclee co .. enaurate authority .,it h r egard to the 
di eposlt\on of funds and the-.~Coord in'l.tl on of Federa l 
prograas which haYe an iapaot upon the fi sca l poaltlon 
of the Governaent. This i s considered t o be a weakness 
which is a aat eria l handicap not only t o the Treasury 
Departaent in diachar f tng i ta responsi bllltiea but a lso 
to t he orderly and un fled conduct of the Go•ernaent's 
fi nancia l affa irs. The need for bringing together a ll 
of t he cooponent a of Federa l fi scal act 1Ylty i s great 
t oday and . as preYiOul'lly stated. will becoae still 
aore press ing aft er the war when t he preserY&tlon of 
an appropriate balance between tazation. borrowing. 
lending. and spending will be essentt~l to ~ he~lthy 
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St ates . Under present cirouastancee the Secretary 
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of the Tre&eury h unsble t o exercise adequate policy 
direction in thle vide area which, altbousb it la 
t he proper field of the OoTernaent's fiscal prograa, 
is connected to the Treasury Departaen\ ln eo•• ree­
pecte ti no stronger way than in a booteeplnl sene~. 
It is this deficiency vhlch suggests a redravins of . 
t op policy lines so as to establish the Secretary of 
the Treasury in the t~e role of the Chief Fiecal 
Officer of the Governaent and place hi• ln the poelttoa 
t o exercise that degree of influence which ie iaperati.a 
t o a cohesive Federal fiscal prograa. 

While not atteaptlng to present at . thie tiae a 
coapreheneiTB analysis of the organisation and policy 
reallgnaente in conteaplation, there are indicated those 
activities which, froa the pu rely fiscal ooint of Tlev, 
should be centered in the Tre~eury DJParbent. and thoee 
activities which, while reaaining or~aniaatlonally out­
aide of the Treasury Departaent, would be subject to 
the degree of coordination necessary to afford the 
Secretary of the Treasury control froa the standpoint 
of over-&11 fiscal policy . It is not proposed to diet~. 
t o any great degree, the baelc eornorate patterns, regu­
latory and insuring controlsf or operational practices 
of the aRenciee concerned. be proposal for strengthen­
ing fiscal control in t he Federal Governaent is alaed at 
bringing into f oeus, f or policy purposes, all laportant 
financi&l undert&..lcings th!\t are related to the broad 
nro~raa of fin&nce. 

The proposal coaprehends extension of the T~eaeury 
Departaent' s influence lnto the following a reas of the 
Federal Oovernaent's activities: 

A. Polley aaking with r esoect t o the aoney And 
credit aarketa of t he country, tyoifled by 
activities of the Bonrd of Governors of the 
feder~l ReserTB Syete•. the Feder nl Open 
l._rtet Ooulttee, nnd the Securities &nd 
lxchange Couiesion ; 
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Po lley con\rol oYer Federal reYenae aid 
expendl\urea \yplfted bJ \be Preelden\'e 
Bnd,e\ qnd oropoeed legtel~\lon eubaitted 
to tha Congre1e fro• t he et , ndpo tnt of a 
unified fleoal pr ograe; 
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Po lley control and co rrelation of pro,raae 
relating t o banting. insurance. lending. ADd 
borroving nov apreBd principa lly in \be 
Departaents of Agriculture. Comeerce. Interior. 
and Post Office (posta l savinge). the 111.\lonal 
Bons lng Agency. the Office for berpnOJ 
Va.nageeent. and t he Federa l Deposit Insurftnce 
Corporation. 

The proposa ls affecting the agencies ln.alYed in 
t he unification of fiscal policy fall into three groupe 
as f ollows: 

1.. Treasury pRrttcipa.Uon in ee.nageeent. 

II. functions t o be cent ered in the fre~eury. 

III. Treas,. ry control through policy comeltte ... 

In makin~< t his peoposa l. I a.a not uneindf11l of the 
r easons which have been ass i gned for the reaoYBl of the 

> Secretary of the Treaanry !roe the federal Resene Bol'l.rd 
in 1936. and the transf er of the Bureau of the ~1dget 
t o t he gxecutlve Of fice of t he President in 1939. There 
shou ld be no conflict betveen the po licy of the Federal 
Reserve Systea and the broader policy of the Governeent 
vhi ch i s in the inter est of the vhole country. It 
vou ld aeee proper and in accordance vith good buaineee 
pr actice that t he Treasury should have r epresentation 
in t he direction of the Federa l Reserve Syst ee. The 
Federa l Reserve notes a re ob ligations of the United 
St a tes. and the ea~ning assets of the Federal ReaerYe 
banks are la rgely governeent securities. or paper col­
lateralized by euch aecuritiee. Yoreover. the a&rtet 
for governeent seC11rit1es a nd the governeent'a credit 
are vital ly affected by Federa l Reserve policy. 

Vith reepect t o the Budget. I aa in full agreeaen\ 
vith t he stateeent e&de by Senat or Glaea in 1919. wben 
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be , ,.. Sec: rehry of Ue lreaeury. *' en. 111111 1-
btll\y for tile ore~raUoa of tile bad .. \ .-ld " 
pl"ced nooa tile Preetl1eat. IUid. tn ., j11d..-t. M 
sb~tld aee\ this resuon~ibility tbr~f t he Secret " ry 
of t he t reasury . ths ch ief f i scRl off cer of t be 
OoYernaent.• 

Responsibility for r~ising funds and controlllal 
ezpendltures cannot properly be separated. After tilt 
war. when the fire of patrlotiea ~· dtsd down. tbt 
Treaeury .as\ continue t o aek the Aaerlcen people to 
lend the go•ernaent fiYe billion dollar• a eonth for 
at leaet a yea r. The Aaerican people will be concerned 
about t he purpose for which that eoney 1e to be s~nt. 
When they lend their aoney. t hey will ask the Secretary 
of the Treasury to justify its ezpenditure. The 
Secr et ary of the Trensury should be in a position to 
squ~rely shou lder t hat responsibility and Ri•e thea 
frank answers to t heir questions. He shou ld not be 
coape l led to say. •I'• sorry. that is not in., 
dep~t.rtaent . • 
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FOR UIIFIOlTION OF 

FISCAL POLICY 

De\aile of \beee propoeale 

will be found by reference 

\o \he •arglnal \abe corree­

pond1ng \o \be nuabere ueed 

1n \bh ouU1ne. 
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Dllrla'''OI or '''?'• e?L'PI 

O§neral Sta\eaen\ 

The propo1al tor 1\r...-•enl~ fl10al ooa\rol la 
\bl federal GoYern.ea\ 11 al8ed a!Jbrlnllftl la\o fooae, 
for pollOJ purpoee1, all lapor\aa\ Ullder\aklftll \laa\ 
are rela\ed \o \be broad proaru of tlnaoe. n woal• 
be aocoapllehed p&rUJ \!*oujb orpnl•Uoaal realllll­
••nt, partlJ through polloJ ooaalltee1 o .. lra .. a•db)y 
the Secretary of \be Treuur,, par\ lJ \broap '*Qe\&fJ 
control placed ln the treaeury Depar\aen\ orer r.aeral 
expendlturea, and par\lJ tbrougb llalaon where \be el .... \ 
of bQdgetar, control ta no\ tnYOlYed or \be ao\lYl\lee 
are no\ of sufficient eoope and !V-d•a.n\al lapor\aaoe 
to warrant realtgnaent or aublec\ton \o co .. t\\ee polloJ . 

I. Treaaun D&r\lclpaUog tn •pynn\ 

( 1) Board of Oonrnon. federal Reaene Sya\ea 

~ Secretar, of treaaurr would be rein­
stated aa a fullJ constituted and 
ac\1Ye aeaber of \be Board of OoYer­
nora. Secretary 1hould haYe power 
to dealgna\e an alternate. 

( 2) Federal Open larte\ Coaait\ee 

co .. t\tee la coapoaed of \be aeabera 
of Board of ao.ernora of Federal Re­
aerYe Syatea and f1Ye repreaen\a\1••• 
of federal Reser•• Banta. Secre\ary 
of Treaaury would par\tclpa\e ln coa­
al\\ee affaire \hrough anberablp oa 
Board of OoYernora. . 

(3) Securltlea and lxobange Coaalealon 

The funo\lonl and c::erl of \be 
Securl\lel and lxo ge Coaal11lan 
would be transferred to Board of 
Qo.ernon of federal Reaene IJa\ea 
\o be perforaed \brougb a 1\aff 
qencJ of the Board. Becre\ar, of 
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( (3) S.OUUlee Uld holleap a-tnt• (Md.) 

"• lreuur \uoap pu\lelC:l• 

( 
on Board of Oo.ernora would •• 
repreaen\a\lon in conneo\1on wl\h 
aanag .. en\ of \bla ao\lYl\J. 

u. luno\loge \o bt OfD\tr!Cl ln lreaaa 
(4) Bureau of \be Budge\ 

Tranafer \o freaeury Depar\aen\ 
funo\ione of pr,ara\lon aDd ad-
•1nla\ra\1on of be badge\: con-
aldera\lon of all propoaed le1le-
la\lon and eseou\lYe order•: aDd 
ln•ea\~\lon wblcb would be re-
a\rto\ \o eaaen\lal laqutrr wl\b 
reftrd \o \be conetdera\lon of 
e• laa\ee and aa\\era of purelJ 
fleoal 8&D&ge•en\. 

Legtala\lYe Couneel \o Preelden\ 
would aaln\aln oloae llaleon wl\b 
\be freaeu:J Depar\•en\ on pro-
poeed le«l• a\ton and eseou\lYe 
ordera. 

(5) lsaalna\ton of Banklftl and flnanclal 
lneU \u\lone 

Trane!er \o \he Co•p\roller of \he 
CurreDCJ all tuDe\ 1one of enelna-
\lon of bantlnf• lneurance. or 
ftnanotal lne\ ~\1ona whlcb a\ 
X!esen\ are nded tn \be Board of 

••more of \be federal Reaer.e 
S,e\e•. federal Depoa1\ lneurance 
Oorpora\1on, federal Hoae Loan 
Bank Adalnla\ra\ton, and fara Cred1\ 
Adaln1a\ra\1on. 

( 
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(6) federal Depoel\ ln .. ranoe Oorpora\toa 

The Corporation wou ld be dieaolved, 
ita capi tal atock retired. and ita 
powera and func\1one transferred to 
tbe Ooap\roller of \be Currenoy. A 
apeclal tund would be created la the 
Treaeury equtT&len\ to tbe Corpora­
tion'• aesete and for tbe ae.wap\ton 
of 1\a obltgationa, to be euppleaea\­
ed vitb future aeeeeaaenta and eara­
inB• and invested in the aanner of 
other apeclal or truat funda. 

(7) Postal Savings Syatea 

The board of truateee would be 
abolished and ita oowera and tunc­
tiona tranaferred t o the Tre..ury 
Departaent. This involves tbe 
qualification of depository banta · 
and tbe aanageaent and inveetaent 
of po~tal aavinge funde. It con­
teaplatea the uae of depository 
banta as well aa poet o!!icea for 
tbe receipt of depoalta froa tbe 
public. 

Treasurer of United State• would 
continue functions aa custodian 
of reaerve funds, lnvestaenta, 
and colla teral of the eysta-. 

Ill. Treaaurr control through pollex coaattteee 

70 

The needed eleaent of influence by the Secretary 
of the Treasury over the flacal pollclea of corporation• 
and agenclea in the fielda of 1nduatr1al. agricultural. 
housing. aarltlae. and foreign affaire financing. ebould 
be exerciaed through a duly constituted coaaittee for 
each group with appropriate representation at the top 
level of each agency concerned. lacb coaaittee, chalr­
aanned by the' Secretary of the Treasury with veto powere, 
would draw tbe fraaewort of policy wl\hln whloh tbe 
respective financial operation• are to be carried on. 
The coaaltteea' de\erainat\one on aattere of broad flecal 
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polloy ebou ld be oon\rolllnt ... bJeo\ of ooar .. to 
epectfic leglela\iYe requtreaen\e or Preetden\ial 
direction. In addit ion , the approY&l of \be BeoretarJ 
of \be Tre..urJ ebould be required on all f1nano1DI -­
oapl\al or borrowtnc -- of oorporaUone owaed bJ \lae 
United 8\a\ea or in wbtob 1\ b&l a direo\ or indlreo\ 
contro l llnl 1n\ereet . fbe Secretary of \be !reaeafJ 
would need to b&Ye a eaall etaff of expert• aY&llable 
to c&rry on 11aieon with the operating agenotee, to 
deal with ~rtant fiecal probleae wb1ob aigb\ arlee 
in any of tle constituent 1roupe, and to weld \ofetber 
\be prograaalnf of a l l tbeee actlYitiee in rela\ oo \o 
\be OoYernaen\ a financing. 

(8) Coaatttee on lnduetrial Financing 

Would eabrace f1ecal act1Y1\1ea 
of the Reconatruc\1on finance 
Corporation and ito corporate 
affiliates, and those of the 
Saaller W&r Plante Corporation. 

(9) Coaaittee on Agricultural Financing 

Would eabraoe flecal actiYtUee at 
of the fara Cred1\ Ada1n1a\ration 
and the corpora\1one of \be rara 
Credit aye\ea, tbe cona\1\uen\ cor­
pora\ ton a and agenciee of \he War 
r ood adatnietratton, and other 
financing corporations and agenctee 
of the Depar\aen\ of Agricu lture ae 
follove: federal Jara lortpaa Cor­
poration, federal Crop Inauraace 
Corporation ( in liquidation), and 
Bural llectrificatton ~tnia\ra\ion. 

( 10) Coaaittee on Kouaing Financing 

Would eabrace fiacal actt•tttea of the 
Federal Hoae Loan Bank Adatnta\ra\ton 
and ita conatltuent corporatlone, and 
o\ber oorpora\ione and ageaoiee of \be 
laUonal Bouatnl AlfiDOJ. aa follove: 
federal Pabllc ouatng lu\bortty, Defenae 
Boae • Corporation, and federal Bouetna 
Adain18\rdton . 
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( 11) Coaatttee on l art\1 .. ftnanclnl. 

Would eabraoe flaoal ac\tYl\tee 
of Ual\ed 8\a\ee lart•t•e ao.­
alaaton and War S.l~~lftl ld8la­
la\ra\ton. 

(12) Ooaatttee on roretan ftnaDotal Affaire 

Would ••brace ftaoal ac\tYl\lea 
of foreign lconoetc ldalnla\ra­
tton, and t\a oona\1\uen\ oor­
porattona and agenotea, and Otftoe 
ot Coordlna\or of Inter-l8ertoan 
lffatra and tta cone\ttuen\ oorpora­
\tone and agenotea. 
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IJO&RD or oona•on 
FE~~lL RESERYE AY~TEM 

74 

Or1~1na lly. the Ssc retary of the Treasury sad 

the Ooaptroller of the Currency both were ez offloto ·~D' 

aeabers of the Federal ReserYe Board (now Board of 
GoYernors of the Federal ReserYe Systea). a, aaeod-
aent to the Federa l ReserYe Act they contiaued \o 

ser•e as aeabers of the Boa rd only until Februarr 1. 
1936. a.l though there vas reta.ined the original lelh­
latt•e pro•lslon tha t any powers Yested in the Board 
whi ch •~Y appear t o conf lict vlth the powers of tbe 
Secretary of the Treasury sha ll be ezercised sub~ect 
t o the ~Jper•ision and control of the Secretary. 

Functions 

The Board of Go• er nors of the Federa l Reser.­
System deter~lnes gener~l aonet ary. credit. and operat­
ing pol icies for t he Federa l Reserye Systea; for.nl3t .. 
n tles and regul R.tions for carrying out Jmrposes of tW~~ 

Federal Reser•e Act ; super•i ses the Federa l Reser.-
Banks and aeaber bruits of the sy'lt ell . and hA.S the oover 
to exaaine such aember banks. 

Proposal 

Any de~ts lons ln thls field Which are aade by the 
Board of Go•ernors of the Feder~ l ReserYe Systea and 
the Federa l Open Market Coaalttee ba.Ye an taportant 
bearing on the flnancla l functions of the Treasury 
Depar1aent and therefore lt i s necessary that tbe 
Secretary of the Treasury ha.- a YOtce ln these dect­
slons . MoreoYer. the functions of the Federal Reser•• 
Banta a.s fls~l agents of the United St ates baYe assuaed 
eYer increasing taportance and scope wtth the enlarreaent 
of the actlYitles of the Treasury Oepartaent to recent 
yesrs. The Secretl'lry of the Treasury sbogld be 
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retn-t• ted qe a folly constituted ftnd ac\1 ..... ber 
of tbe Bo~d of GoYernors of the federal Beeer.. 
IJete•, aDd ln •lew of \be •ADJ d-...4• u,.. lle \l .. 
he should b~Ye the pover \o deellft&\1 &D alternate to 
~ct for bt• ln thRt o•pact\y, lf 8nd vhen, le 10 
de•lr••· 
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I ( 2 ) rJO&RAL OPIII I ARU T 00\IIITUI 

FuncUoge 

The Federa l Ooen I arke\ co .. lttee la coaDOaed of t he •••bera of the Board of OoTernora of \be rederal Reser•• Syatea and fiTe repreaenta\iTea of \be Federal Reaer.e Benke e lected annually by the boards of director• of certain specified Federa l ReaerTe Banta. Under regulations adopted by this Comaittee (with a Tiew to 
~ccoaaodatinR co•aerce and vusineas and with resard \o their bearing upon the genera l credit s ituation of \be country) , \he Federa l ReaerTe Banta engage in open aarte\ oper ations in•olTing the purchase and eale of obligations of the United St~tee . certa in other securi­ties , and billa of eschange and bqnkera' acceptances of the kinde and aaturities eligible f or d i scount by the Resene Banke. 

Propoad 

Any decisions in this field which are aade by the Bo~rd of Go•ernore of the Federa l ReserTe Syatea and t he Federa l Open Market Coaaittee haTe an iaportan\ bearing on t he financia l functions of the Treasury Departaent and therefore it i s necessary that the Secreta ry of the Treasury haTe a TOice in these deci­s i ons. MoreoTer, t he fu nct i ons of t he Federa l ReaerTe Banks as fi sca l agents of the United St Rtee haTe assuaed eyer increas ing iaportance and scope with the enlargeaent of t he actlTitiea of the Treasury Departaent in recent years . The Secretary of the Treaeury ehould be reinstated ae a fu lly constituted and scthe ae11ber of the Board of GoYernora of the Federal Reeerye Syete•, and in Tiew of the aany deaand a upon hi e tiae be abould haTe the power to designat e an a lternate t o act for hi• in that capacity, if and ~en, he eo desires. 
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The Securltiea ~nd IIOh&A~e eo .. taaion, vbtob 
&\ present is an independent a~enor. baa re~Ula\orr 
povera and duUee tba\ ban &n laoortant relaUoa \o 
the broad fleld of banking and credit ln whlcb \be 
'ederal ReserYe Systea operates BOd with whlob the 
Secretary of t he Treasury is Yitally concerned. Tbe 
Commlselon euperYises the registration of eecurl\I 
issues; suppres ses f~audulent practices ln the ea e 
of seourltles; supervisee and regulates traneaotlone 
and trading in aeouritlea, both on the stock e1chanf'' 
and in the oyer-the-counter aarkets; regulates ~1bl c 
utility holding coapanies; euperYises indentures used 
in the public offering of new securities; end registers 
and regulates investaent coapanies and lnvestaent 
advleere. 

Proposal 

The functions and oowera of t he Securities and 
E1change Coaaission should be transferred t o the Board 
of GoYernore of the Federal ReserY& Systea t o be ooerated 
throngh a. staff agency of the Board. The Secreta ry of 
the Treasury, throngb hi e participation on that Board, 
would haYe the contact with t his activity ne~essary for 
its coordination with the GoYernaent's financing and ite 
fi sca l prograa ln general. 
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( 4) BURt:AU or Til.&: BUDGET 

Bnctsround 

Vben the Budget and Accounting Act, 1921, vse 
pass ed, the Bureau of the Budget v~ placed in the 
Treasury Dep1.1taent. During the years th&t thle &r­
rangeaent vas in effect it ~8 possible to obtaln ~ 
c lose coordination between the fiscal policies of the 
Treasury Departaent and the financial progra•s of the 
Budget. Since the Budget orfanization ~s reao.ed 
froa the Tre~ury Oepartaent 8 control, experience 
hn8 shown that it has been difficult to obtain the 
degree of coordination necessary for a unified fiscal 
progra. of financing and expenditures. 

Functions 

Prepares and adaini atera the &tdget; studies 
iapr oveaent and econoay in adainistrntiYe aanageaent 
of the Governaent; coordinates and advises President 

81 

on pr oposed l egislation and executive orders; studies 
i mproveaent in statistica l services; and coordinates 
work progru s of the executl ve branch t o avoid duplica­
t i on and ef fect econoaies. 

Proposal 

There should be returned to .the Treasury Depart•ent 
functions nov perforaed by the Bureau of the &tdget which 
concern the asseabling and reYievlng, for the President. 
of the mtdget estiaates for the severa l depart•ents And 
agenc ies, and the consideration, for the President. of 
all proposed legisla tion and executive orders. The 
revi ew. aa well as the approval or disapproval of ap­
propriation estiaates, ought properly t o be aade in the 
full light of the Govemaent 's entire flnanclal progTu 
including the laportant phase of general finanr. lng. ' 
Thi s t A.sk of reviewing expenditure Mtlaates lUI vell e.s 
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\bat of prep~rtnf es\ta&\ee of reYeaae oafbt teet \o 
be c~rrted on vi bin \be Treseury Departaen\, where 
they can be coo rdinat ed wl\b \be Secre\~ry'e flecal 
policy and cloeely auocia\ed wl\h accounUng opera\ lone 

now in hie Depnrtaent by law. In the aa in, proposed 
legislation and ezecuti.e orders are finanolal ln 
nature or h~Ye iapor\ant fieoal iapllo&tlons ~nd benoe 
should be considered by the Treasury Oepartaent ln 
relation to the financial prorraa in general. In 
addition, it alght be desirable tor the President to 
han hls own leglslatln counsel to aalntaln elo" 
lia ison with the Treasury Departaent in such .. ttere. 
The present eoaevhat eztensiTe functions of the Bareau 
ot the Bndget in the field of adalnis\ratiTe aanageaent 

should be left entirely to the respeetiTe departaente 
and agencies concerned, ezeept that the Treasury Depart­
aent should be in the position to aake essential inquiry 
with regard to the eoneideraUon of eet .. atee nnd ·. 
aattere of purely fiscal aanage~ent. 
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SIDtlOI II 

lllllllTIOI OF 811~110 liD 
FINANCIAt IMSTITUTIOKS 

Func\ione of Coap~rolltr of \be OurrencY 

Tbe Ooaptroller of the Currency hae feneral euper­
vieion over the national banking eys~e•. ncludin1: 
supervieion over ~he organisation of new national bante. 
the consolidation o! national banke or e\a\e wi~b national, 
and the conversion of state banks with national; \be 
granting of rigb\8 to operate branches bJ national bante; 
and the &dainistration, throufh receivere, of &nf national 
banks that fall. The Coaptro ler•s office. through ite 
eta!! of exaainers, aates regular exaaina\ione of all 
national banks, reporting on the condltton and eolveMJ 
and state of coapllance with the provie1one of law with 
reepec\ to such banks. The Comptroller 1B aleo charged 
with adainistrative duties in connection with the sbip­
•ent of federal Reserve currency to Federal Reserve agents 
and for the destruction of such currency when it becoaee 
unfit for circulation. These adainis\rative dutiee could 
logically be transferred to the Treasurer of the United 
States to be perforaed as in the case of United States 
currency. 

Propoeal 

At present, functions of exaaination of varioue 
classes of banking and other f inancial inatitutione 
(both Governaental and public) are exercised by the 
Coaptroller of the Currency, the Board of Governor• of 
the Federal Reserve Sye~ea, ~he Federal Depoei~ Insur­
ance Corporation, the Federal Hoae Loan Bank ldainietra­
~1on, and the Far• Credi~ ldainistration. There ehould 
be centered in the Coaptroller of the CUrrenc1 ~he tunc­
~ione of the exaaina~ i on of all banking, ineurance. and 
financial ina~itu~iona which ia now perforaed in differ­
en~ agencies, eo aa \o effec~ua\e a unified and conaia~ent 
prograa of exaaina~iona. This also would offer poaelbili­
tiea for aoae econoaies in operation. 
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(6) rt.IICTIO 8 CF FIDERAL DEPOSIT 
IJSURAIC! COIU'ORATIOI 

FunoUon1 

The Federal Depoait Inturanoe Corporation waa 
organised to in8ure the depo8ita of all banta entitled 
to the benefita of auoh tnaurance under the federal Be­
aerve Act, a8 aaended. The capital atook of the· Oor­
poratlon, which baa no vote and ia not entitled to the 
oay.ent of divldend8, ie owned by the freaeury of the 
United Statee to tbe extent of $150,000,000, and by the 
Tarioua Federal Reserve Banke to the extent of 
$139,299,556.99. On Septe•ber 30, 1~. the accuaulatld 
reserves of the Corporation fro• a8eeas•enta on insured 
bankl and earnlnga, aaounted to $~ .~7 ,143. The ujor 
functtona of the Corporation are to pay off the depoaltora 
of inaured banta cloaed without adequate proTiaion for 
the pay•ent of their olal•a; to act aa reoeiTerr for all 
euapended national banta and for euapended atate banta 
wben appointed by atate suthorltiee; and to prevent tbe 
continuance or develop•ent of unaafe or unaound bantlnl 
practioea. l.oana are lade to, and aaeete are purobaeed 
fro•, insured banta when auoh loana or ourchaaea wlll 
facllltate a •er~er or oonsolldatton and thus reduce tbe 
probable lose to the Ooruoratlon. The Corporation peri­
odically exaalnea lneured banta not •eabers of the Federal 
Reaerve Syete•, and also 1akea exa~inatlona wltb the 
written consent of the Oo•ptroller of tbe CUrrency in tbe ' 
caae of national banta and of the Board of Governore of 
the Federal Reserve Syate• in the case of other banta 
which are •eabere of the Federal Reserve Syataa. 

Propo!&l 

In the caae of the Federal Depoait Ineuranae Cor­
poration there are two fundaaental queetlona for oonald­
eratton: firat, whether the corporate f or• of oraanlsa­
tlon la eaeentlal to the conduct of thla activity; aeoond, 
whether the actlvltJ abould not be adllniatered bJ tbe 
Co•ptroller of the Currency fro. tbe atandoolnt of a 
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unlflcatlon of auper•lalon oYer banking •attera. The 
capital and accu.ula\ed reaer•e• of \be Oorpora\loa 
eaaen\lallJ coneti\u\e a fUDd for \be p.,..a\ of ln­
aurance loaaea and for oarrJinl on tbe o\ber baal•••• 
of the Corporation . Tbeee purpoaea ooald eqaallJ be 
aerYed bJ creating a apeoial tuDd ln tbe Trea~Ur{ 
equlYalent to tbe exiating corporate aaae\a aDd o 
aaeu.e the corporate obligattona. Tbla fund WORld be 
tn•eeted in the aanner of other epeclal or true\ funda. 
and would be eupple•ented wltb future aaaeaaaenta and 
earninga. There doee not appear otherwlee \o be &DJ­
\hing peculiar to the operation• of the oorPGratton 
which would pr eclude the perforaance of l\a tuac\lona 
and the aaeuaption of lte obllgatlona bJ a regular 
ezecutln agencJ of the Oonmaen\ . The Ooaptroller 
of the CurrencJ. bJ law. ta one of the three ... bera 
of \he board of director• of the preaent Corporation. 
In line with the idea of centralising in the Trea~UrJ 
Departaen\ auperYialon and coordination of IDthori\J 
oYer banking •attera. the Federal Deposit Insurance 
Corporation could be dieaolYed. ita capital atoot 
retired. and ita power• and function• tranaferred to 
the Bureau of the Ooaptroller of the OurrenoJ with 
proYiaion f or a Federal depoait ineurance fund tn tbe 
Treasury under the ~urtadlction of the Secretary of 
the Treaaury. 
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( 7) Pel. L BAY IIGS SYSTII 

runcUogt 

The Posta l SaYings Systea i s beaded by a board 
of trustees consis ting of the Post aaster General, \be 
Secretary of the Tre~sury, and the Attorney General, 
RCting ex officio, for the control, superTislon, aDd 
adalnl stration of the Syatea. The purpose of the 
Post a l S~Tlngs Syatea ls to proTide f acilities for the 
deoosit by the public of eaTings at lntereet, with \be 
security of t he United St at es GoTernaent for repayaent 
on deaand. Genera lly speaking. the adtlnietration of 
the Posta l SaYings Syst e• inTolTea the designatio~ of 
poR t offices as post al eaTings depositories, \be super­
Tieton of t he post a l savings business transacted at 
depository post offices . t he qual ification of depoeltory 
banks for receiving post a l savings funds for the Board 
of Trustees and the conditions and collat era l security. 
for such deposits. and the lnveetaent of posta l savlnge 
funds by the Board of Trustees. T.he Third Assistant 
Postaaster Genera l i s the agent for these actlvltiee 
wh i ch are conduct ed through the Divi sion of Postal 
Savings of his bu reau. The Treasurer of t he United 
StA.tee has oustody of the 5 percent reserve fund which 
i s required by law. t he bonds and other securities of 
t he United St ates ~Jrobaeed by the Board of Trustees as 
invest ment s . and the collatera l pledged by depository 
banks as security for post al savings funds. 

Proposal 

Due to the t anner in which the Post a l Savings Sys­
tea i s oper ated. there appears t o be no ne~d for a 
Board of Trustees. Hence the Board shou ld be abolished 
and in order t o integrate t he functions of the Postal 
Savings Syet et with the overal l progra- of encouraglna 
public savings and the investment of such se.vings in 
Governaent securities , lte functions shou ld be transferred 
t o the Trea8tlry Departtent. This eontetplatee leavlnl 
the ~ost Office Depart.ent t o ~ot essentially ln the 
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oapael'J of an aren• of \be !re.-ury Dtp~rt ... t tar 
\be reoelp\ and dlepo•l,lon of po8,al aa•tnre d.,olitt 
\brOUIIl pol\ otflCII. !be Pot' Offla. Depar'MM ¥011141 
con\lnue to .aper•l•• \be rela'ld batlattt •res , .... 
a\ .a ell pot\ otfloet. Tile 'rea.uy DepartMM .-.w M 
eapowered \o ctetlpa\e b&Dttnr laeU\uUoat altO • 
poa\al •••lnge depotl\orltt. 
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( 8) C£!!1!! I:'D Cll II !llS'!MAL UIIAJcrm 

em-' ..... Partic1•\icp 

Recooatr)lctioo Finanoe Corporation (under S.cre\u'7 ol C •oe)J 
S•llAr ._., Plan\8 Corpca'ation (undllr War ~ot1CIIl Baard 

1n E.uoutift Office ol Pna1dent.) ; Dtpart.nt. ol a-roe; 1Im' 
Illpart.lunt.; and Na-q Dtpar'-nt.. 

Agmoi!a Ip!olytd 

Reoooatruct.i.on Finanoe Corpcrat1011 (UDder Ssorat&r7 ol eo-roe). 
A!tiliat.8a ol RS. C.s 

Federal National Uortgage Aeaociat.1on; 
Die RFC llorteaa• Coepen:y; 
lll.aut.8r Loan Corporation; 
War laM&• Corpora tion; 
Daf'eDM Suppliu Corporation; 
118t.ala Heeerft eoap.ny; 
Rubber Rellerft Ca1J1an¥ i 
Daf'enea Plant. Cclrpora tion 

S•ller War P.l&n\8 Corpcrati011 (under War Production Boerd). 

AgiDgy lo'unot10!11 

JieCODitr'UCt.iOD l'1!!f!!08 Corpo!'tUonl Bxt.8ndl tinanoial aUi ltanoe 
to Aflr1culture, ec-roe, and induttr:y tbrou&h laalul to baDka, 
otber ti.nancial inetitutiooa, and other cla- ol b.otx_.., 
and alae b:y purchaM of capi tal stock o! banlul, inauranoe -
paniea, and otber inetit.ut.i oos , uei a\8 1n ti.nanoing tbe CGD­
a tructi.oo ot public worke md "YArioue aalt-liquidatinc p-ojec\8. 
The corporatioo, a ct.ini direct.q and tbrouah aubaicli.ar7 cca pc.-a­
tiooa, 1a ellia&• d lar&e)T on wu- a cti.vitiea 1nolu41ni tbe CGD­
atruotioo and •xpan•ion of production taoilitiee tor tbe -­
f a cture ot 'AI" •t.riala and otber auppliu and equi~t., tbe 
procur-t. and at.oolc pililli ot etrate&io and crttioal •t.8rialll, 
tile opera tion ol tbe Go~t.•a 'AI" claM&• inaur-• i*Oj!J"aa, 
and o~r projac\8 dl.reot.)¥ relawd to the wu- ettort.. 

s.per !l!r '?'PY Cclrportt.ion• llobiliua productiOD oepao1 toy 
ot -u bullineae concerna t.o be uaed attectiwl¥ to a.-ct.­
product1011. In turtber&Doe ot t.bia, t.aka1 priM oontrao\8 and 
aub-oontraow, , .. ,., aolliDax')', lllllda IIGDQ', aicllt 1A d1apoaa1 
ot eurplu •t.8r1al and equi~t. to ..U buiAaaa, and uaiaw 
1n the aoluU011 ol wohnioal aod t1mnoial prob~. .u.ao­
,..,. .. ttr ••ourin& ~ -trao\8 b:y ..U bue1• .. b;y r­
-cla\iaa •d uaiatanoe 1n •aouauon. hr'Uoi .. t.u wlt.b ou.r 
q•oi•• 1D faoilUat.iD& 1tae .....,, and equit.bla 1at.t1 nt. vi 
elate ot ..U pn. IDd INb DllllftO\an 8l'iain& Ina ---­
tion ot _. oontraota. 
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O..U\cle !)r\1!l!!!UCID 

hra Qredlt 'ch1s1•tnti.GDJ •r r..a AchSnhtn\leaJ _. U. 
o\IMr idoeted -pa1e\1oa. or t•rrd.•• ot tile Depertllen\ ot 
A¢11111tun -oenaect with thU clull ot ts..a.c:d~. 

!pc:1ee lGYolft4. 

Fan:! Credit Ada1Dhtrllt1on (under Ceportl:allt or A¢eul'-) 
Corporati.oDa ot lana c::r.dit S7at.1 
hderal Land lll.nb J 
hderal IDtem~~diate Cnd1 t Danko; 
tbe Ce11tral md llietr1ct Banks tor Cooperative• • 
Product1on CNdit Carporatioo.; 
a.poml Acrtcul tureal Cl'odit Co!"J)Orat1oD 
War Food Acb1Di.atratiOD ( OJ'IIIIIiutional.lJ iD departaleDt of 

Agrimlture but nth Ada1m.strator roopcnsibl.e to l'reaident) 

Ccllllltl.tUIIDt CorporatJ.orw Dr ll'or Food Acb1D1a tration: 
Ca:nodiv Credit Corpornt.!cn; 
Federal Surplus 0()1:.Qod1ties CorporAtionJ 
tnna Secunv AcbiD1strats.onJ 
Ver10UII Departm8Dtal. Apnc:1e a oonoerned '111 tb 

production, dictrlbution, ccxwervetion, trana$Q'tetioD, 
labor, pr1oee, etc., 

hdc a1 rara Uorttace Corporat1CDJ 
llllral &1ectr1!1oet1cm J.ch1niri.rat1onJ 
federal Cl'op Irunu- Corporation (111 Uquid&tiao) 

Fana Credl t A&oliDiatrationt Sut11rrl11ere, thi'Cil£b U .tr1ote, 
tbi tera CNdlt .,. ... operated thraaiJI d1t~reut ~and 
oorporat1- tor tiDanc:dJII: e¢cultu.rel lone and .tlon tent 
ONdit DHdeJ U.O __.,ote a et1Y1tiee repl'd1Dc laD! bezlk 
~••1-r loeDe, ...rcen~ erop l!ld teed lOUie, l!ld cooi)IU"Dtiw 
....ardl and ..m.ce. 
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c-s.u .. PartloipaU• 

!..a IIUIIr Aca1111.Wat.1DD, r.c11ft1 Ha lefDC Adilllll~ ::.ot;=. a:: ,....nl P1lbl1o Hou.WIC A-'llori-, and-::..._. 
repre•at.at.1DD of t.ba -U~ ROilef.DC Acenll7 u _, liP"" 
pl"'Pl"1a t.a • 

.lpaalaa IDYolftd 

l'ac»nl He. Loan Bank Adlllnl.Wat.1oa (in *t.ioual. Hou1DC ApDDT) 
const.it.u.nt. oorporaUOIYI ot J'.H.L. B. Aca11118t.rat.ioaa 

h<»nl lla. !..a Buk•J 
,....nl S.rtnaa and L-

:bmlralloa Col'porat.ioaJ 
11a. om.ra• ~ Corporat.loa 

(i n l1qu1clllt.1oa) 

Otbar OOIIpC)Oitnt.a of •t.ioaal Hou.iag ApDOJ'I 

• r.c»ral Rollef.na Ada1nist.rat.iona 
• hc»nl. Publlo HIIUIIlna Autbori\J'a 

O.fanM lie. a Carpcrat.iOD ( UDder 
hc»nl Publlc lloualac Aut.borit.7) 

ApJ!!Il l'lmct.i-

~~;;tjM;~!.;j~~~~·~;catDi~ at.ar• all t.ba M.•etac r-u-& ..,.. carrtad DD b7 17 4lttanat 
.,...,1 .. and Nh'n'at.rat.ift IW.h ooaaollclllt.ad b7 a.out.ift 
Ordar Sl010 ( IIDCiar Pint. War PCIIIWra Aot., 1921) . Bu Jlll'iadiot.ioa 
Oft%' pre•nt. ) qenoi .. oar171nc out. _.. JII'OSNU. 

l'ac»ral II- Loan 8aDk Adll1n18t.rat.ioaa ~-• t.ba ~ aa. m m !.l7mr aaa p;a;i'ill sa;u.. and L- •-uu-. 
"'•ef•t.ion ot .-bar i.Dat.itut.1- wollld ba plaoad Wldlr t.ba 
COIIptroU.Z. ot t.ba CwreDD)', '"-811117 ~. 

96 

Regraded Unclassified



Regraded Unclassified



( 

( 

( 

(_ 

(_ 

( 

(U ) S!!!!!!!!!.!!..!!!ll!!!!~ 

~W fta\u JllriU.. C I ee1MJ .... ,..,.,. '3 ,_.._ 
wa\illl (iD t11e tift• twr a a : • ·a •• ... a u "'" _,, liP1 Dts : '• _. , .... "', ,..... a :=1• 'He• .. t.nu., 

AGIICIIII DlOLQD 

U111W 1\a\u lllri\See C teeS.. 
w.r Sbtpptna ~u. (Ill ott1oe htr h a s7 ••a a) 

~~~ c.trot. u. operat.SaD, pc t ·=, 
~all - ......... -.der -Wol 

or the fta\u • up\ oaba\an\ IIDil ..,.,,...,. wteelo. 
Allo"l\a 'n.-lo ror- to' the~. Jln70 IIDd OotW I t.o ~ 
the tiW laUou, Prorl.doo llu'ine ,._.._ 0114 Nh_._ 
•p1not 1ooo 01' ~ ~ ... ..t.. !be ~Uoa NpNoe't.il 
the tiW 8\a\u 1Jl dnHnao '111.\b \bo Sl'i\.loh JllA1o\l7 ~ 1ler 
!nnllpOl"t. 0114 ata1lv .,_s..o or \M &111M JlaUCIUic 

sa 
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a>axttU PmiClPA.!D 

Jlbn1p 111 te ~t.1Aia, ADd Ottioe at Clool'cUMW 
tor IDter-...,.loaa Attain (bot.h ill Ottloe tu llllara-7 •=•a t.)J 
~t. ot c-ro.J ~t.1Aia rs-oe Corporat.loa (.._ 
Seoret.el7 ot Cc •oe)J ~t. or stateJ War~~ ad •v 
~. 

AGBIICI&S IftOLVID 

J'ore1sn ~0 Adainbtrat.1Aia (ill orti.ce lor n I PfJliJT MeMo t.) 

Conet1tuent. Agenoiee ot Jbloeign l!coDOII!c Adminbt.rat1ona 
Ottioe ot Lend=LMM Adlliniltrat1onJ 
Kxport-lllport Bank o! WuhingtoDJ 
Mroleua llieeerw CN'porat.ioDJ 
llllbbel' Drnlos-ent. Corporat.1AiaJ 
Dl.itad St.atae C: •"C1al C ""' •o J 
earcoee, Incorpor&tadJ 
Ottloe ot Jfooaoejo WartU'eJ 
Ottloe ot lorei&n a.u..t ad 

. BlbabU1tat.1cm OperationiiJ 
J'o~ ec-to Opcarationll ot 
Ottioe or J'oN11!11l Jfoonon1c 
Ccw n '2 5J 

J'oreer J'orei&ft PJooow •t 
Acti'rltiee ot Wo.r Jl'ood Ad= 
111nietrat.1Aia ADd eo-odit;r 
Cnd1t CN'porati.oll. 

Ottioe ot Coord1Dator ot Inter '•rioan .&ttaire 
(ill orn.oe tor tsrpr107 -.naa-t.) 

eout1t.-' .&aeaciM or orno. at Coordinator• 
llut.1tute or In~ Atta11'eJ 
Inetitute at Int.er=Mer1.ca 
tren.portat.i.oiiJ 

Int.er-Aeerican N&Ti .. t.ion Corporati onJ 
Intar-Marican Educational. J'oundat1oa, lDcJ 
Prenc1Drad1o, IM. 

( AGEliCY PUJIC!JOIS 

Foreis:n lo-a Adainietret.iCDI lhi!iee and ooneolldatea O!Jftnln 
Milt act!rtEiie i'iiitliia £0 ?orei&ft M I w1o attain, ADd bu 
jurild1ot.1on oYer 'fiU'iou apnoiee and oorporatione mppd CD -h 
propu, .U.O 1• ",.. aot.iTe agenq 1n etreot.ing u. s. part.1o1pat1CD 

, in 1))1tad Cation• Rahablli tatio?l end leliet propu. 
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(wit.h st.aM ~ 1 t.) f• of.C.UYe - of f.wUUS. Ia Rill 
tleld8 u .no ud eotrr n, ..._u.t, t.r&ftle .... , • 
turt11.- nat.s-1 doton• ill t.ho wnon ~ •• Jlw 1doo 
and UIICUWI pro~ ill ocn rolal aad oo 'o t~ te 
turt.bor COSUI'Oial wollboi.Dc ill t.bl woMrD b-' J' -· uauu 
1n -.r and n&"7 proftNU t.o bolp ~ upchl•• h 11 -
t.boir .Uit.ary and naJPN oot.lhl.i-'-'w. Hu ~ •­
w.rioua qencioo and oorporat.1ou oni!laged ill I70h pro-. 
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leoretarr Morcen~u 

In eYerr dJ'1 "' eo tar we b&Ye •de pod u1e of 

Mr1. rrankl1n Roo1eYelt and I would 11ke :rou to aee 

her aga1n on the rad1o 4ur1ng the 81xth War LoaD 

Dr1Ye. 

If :rou ban t.J11th1ng ellt 1n a1n4 to Ult Ule 

Pru14ent and Mra. Rooeenl t other tban the n1ght ot 

the 19 th, I'd like an;rth1111 tor the Prel14ent oleare4 

v1 th me and an:rthlns tor Mra. Roo eenlt oleare4 through 

Mra. Morgenthau. r .vt , 
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Dear llr. Jb}&erl 

ftulr 7ft ter l'ftl' leUu et •• r' ur 13. 
U - lll8l et ,.. te .,.U M Jll•••atll' et 
....... ~- ... et .... ·-·- •t ,. 
1-tlrla\ llirallllft Ae...SaUn et -'-"•· ... 
\e a\n4 • lllftteUea te adUM• \lie _.atl• 
1a Old-.- ...... -.., ... 

I u ,., •• , .. •• \&IN a tw ..,_, ..... u .. 
ti'OII ,...,.,.SYhC ea. u4 M Will ao\ M •"ill 
a-r etfhlal .... •••• ter \M ..,. will• tall 
wl\llb ,.._, u... 1\ b 1M4 et,.. •• 11ft., 
la 1 eUea wi\111 U.. V.r hllil ) tp, ... 
I u M"J' M\ \e ~11' wt•ll \M "• u\lea U..\ 
1 ••'-' 'Ill• u4 eUler .... s_ 4llrrhc u..-
... u .. et ,..., ....... s .. . 

lhnre17, 

t•s '1 H. Ma a r b.,.; 

• .,. 1.- OUtten '-lew, 
• .,.., .... ,1_ ............. 

Ae...taU• et ,..,.. .. , 
Arllrl- a-.vt'r IIIW.,, 
euw a•• a, 11. o. 

103 

Regraded Unclassified



/ 

wn.uu• , .. , ..,, .,..,.,. 
f'IICOt;ll t C .1 lll,.lo""otll " M_.1U .. I. •••o .. . ~.. ............ _,~._ .... 
Jeht iOI c •~uon • .,. 
••u...• ...... _,.. 
C~l. l loiC.II,• t • 
MA0000 ca.•••& 

C:-& • ..... _ . .__ 
...-.~.._ ... 
....... ,... ..... , .... .... ,. • ••c• ..... -. , ... 

•oY A OKIII IC. . , ._...,, 
ltV- I OK•- C:oo.._-..n .. 
............. 10 1.1' -- .. o-. 
II" , 0 f'&MII fo,l,. ......... , C:" t 
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CAlli( 'I' I , MIL l,. 1.01 AIO, CI.I I 

·~ . 

-c.•~OC.Ooff 
.-.. ... ... c;-,,,.,. . ... ro-.c•• 

~ ........ , ......... . 
• ~o.••••" oo-oo"" 

st:eMt. ' """ 
• o•r•t "ll~I.H.QN, ~·Q CHt\1• 00 

'""'""" I, O .. C:OLIO 

Ot",.IC-c; Qr- THE DAC610EfU 
A M E R ICAN altCUAil'l' O U ILOINO 

WAS M I NGTON !1, O . C , 

Dear Mr. Secretary: 

104 

oovt.•MO•a 
M\10 M 0 , .. 1110 1111,. ll t'H'..UI G .. 
l oU~ALD M ot.o (:DQ .. At..0 ,.CW 101• 
o oc .. ,. -cc .. ouc • c;~o<olo(a .. 
........... . -c • tc. 
W"'-I.U-· J , • 010 110 

""''G. •ot~tu a 
,.., ... 11:0 ... . ...... c ... ., ...... ,. .... -..--

CllillCt"'"' " " 
•ur-.-.111,0 
C: loiiC-"'00 

C" I.'III.AiriO 

AV6UP"'I w .... ._... toi.W 'Oit• 
• c . f'O'"ftOiO '"'"' l'la,.C:ttoCO 
WII.I.I AM J , f'IUC I , .1•0 IIALTt .. QII I; 
.OIII: IH G , I QWI ltMILAO CI.IItUA 

•••"'" .. ''"''"o"' Nt.• •o•• 
jlt otCL.t.A• "llWAJn • t.• •cwtc 
#OM.- T WAL IIC:II • Jill .OSlO"' 
f , J 0 .. H S0N WAllO I'MU,A0l.L'H/Ifo 
f'M ILO~ o( , W A,.ON OCTII'QIT 
J A'J 1>0 WMI .. I'i.C: C .. ICA 0 0 
t L••• L 'ft i i.LI• .. • • u•o,.ll4-• • .. ._ .. ,., • ""'*'""·,. "o•"""'c.tu:• 

November 13, 1944 

The Annual Convention of the Invest ment Bankers Association of America is to be held in Chicago November 27 - 29. I recall most vividly the splendid talk whlch you gave at one of our meetings in Jew ~ork. 

This is to say that a hi gh point in our meut ing this year wil l be a War Bond Forum on t he a fternoon of Tuesday, November 28th. We would f eel deeply honored and i t would be 1110st helpful if you could attend and speak at this Forua. We would be delighted to have you with us for as many of our seusions as possible. 

With assurance of 111:/ high esteem, I 1111 

Sincerely yours, 

Honorable Henry Morcen thau, J r . Secretary of the Tre&lurf 
Wuhinlton, D. C. 
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"-* rw ftll7 ..a hr ,.... :t.t .. r et •• tllhr 10 
-lMl ..... aUJIPlutll w11lell Mleftli&- Nllat """ .. u.-... fteati!SU *"., m .. ....,.... lift ... a 
Utaa ..a I ~ ..,....._. ,_ ua u., Sa 1 , .. w 
...._, ..a I &1M ,_. wU~ laterMt ... , rw _.. til .......... ... ,.. , .. ,.... '-' .. "• ........ .. 
.........&• ** wUl '- lllelt at * r1 ats ·;111 
nan at z. .... u.-1 .. &Mel .. .._ o."""u. .. 
- •u • Fo .II h• 10. I ltaft a I) H.. JW a1 tat 
at 1-. 1t1ef• .. hr *' ..,., ..a _.....,_ .U 'M 
-~ .. M Sa J1 tP lpela hr tlile -- 1M I IIIIo 
lfUl,.. Mt tu • la ,, ... .._ • Uta .. 1qcda 
Oeoludt ... -r JS t&laU• at tWr ...... • ltaft • 
reu•t • WI ........ aef -r ftCSit tMt I t M 
wlQ u..t 

lfln OII'Ual .... , .. b ** .... w aaaat1 ,.._ •· 

.... 9 0 ........ 

...... 17. 

tllgtlldl H. M0ftt611lha11• Jr. 

... _. - PD·• I leal ..... ......... 

... uu. 
,, .,, 1$ ..... fe*. 
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TREASURY DEPARTMENT I 
Oflltlelt C. STAn CHAI II!MAH 

WllR FIN.t.NCE COMMITTEE 
Dhtrlot 6 

Poughkeepeie, Hew York 
Box 1816 

Ho.o.orable Henry Morgentbau, Jr. 
Secretary ot the Treaeury 
Treasury Department 
Washington, D. c. 

Dear Mr. Secretary: 

Herewith 1a a clipping ot an article reporting the 
War ~inance meeting held at East ~ebkill last Wednesday 
evening. It ia hoped that the subJect matter meets with your 
approval. 

May I aay again that I t billk it was exceedingly 
generous and gracious ot you and ot Mrs. Morgenthau to take 
enough time out ot your busy live• to attend this particular 
meeting, and I know that everyone is grateful to both ot you. 

There . 1a conaiderable co.o.traat between a rural town 
meeting and your great regional meetings, but to me it ia 
very interesting to be reasonably familiar with each note in 
the scale. In this way one can learn to recognize the im­
portance ot both "minor" and •maJ or" cords. 

This morning two employees ot the International 
Business Maohinea Corporation called on me to say that the 
Bmployee'e Committee ot the Poughkeepsie Plant ot InternatiOD.al 
Business Kaohines Corporation wish that you oould attend 
ceremonies in their plant on Monday noon, November ~Oth, to 
launch their 6th War Loen campaign. It was my suggestion that 
the Bmployee'a Committee extend their inv~tation directly to 
you . This plant baa maintained a very excellent record, not 
only in regular Payroll Savings, but in selling extra Bonds 
during each drive. You will remember attending ceremo.o.i88 
there in July 1943 when you presented certificates to several 
Poughkeepsie industries. 

~ kindest regards to you and Mrs. Morgenthau. 

RJihlR 

Respectfully, 

A>. ·-~ 
Rio:.J'. Meyer, Cha11'1UU1 

Zncloeure 
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Dear Jbo. -.per& 

· I thank yoll tor 11nA1Df •• a OOPT of tbe 
editorial 1n the Indlanapol 1 Star of eleet1oa a.,. 

Aa yoll lllralae, kill4 wor4a do oooadoaalq 
cot11 11 a lhoek, enn tbfNdl bighq .. 1 ..... 

Ill thb OUe tbeJ ha'fl all d4e4 Yi.J'\U 1a 
making ce aoqlllintea with frienfe I hayen't aet 
whole woraa hearten ... 

S!aoereq, 

(Signed) H. Morgentbau, .lr. 

Seoretarr of the Treaaur,r. 

.... lolua Waper 

.a Latqette t.aa l !Nat h1141ac 
Lafqeth, Wlua 

HIG/ub 
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.VItAL Jt0UTa L\T'II Of UfDtl.lf4 1 
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4
' L'l lht p(opl.f k"o*" ,_, 'f act. 
co1mlry will b• ~avcd. ''-Abr&twn 
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JOHN WAGNER 
•• LAPA'flrna t.oAN. n.UtT 8L.OO. 

UI'A'I'nTL INDIANA 
lt7 a • ,.HONn • 1111 

Mr. Ho1117 Kor111n~ou 1r. , 
Soo...taey ot tbo T:reeiiU%'1 , 
Wubillgion, D.O. 

llear ~. l.kul6entbou 

Thia le t'ralll a trlend 7011 h&ft n&ftr Mt. I Mr&l.7 
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want :you t o ben a oopy ot the e4Uor1al that eppeare4 i n the 
Ind1anapol1a Stor or Tue&de:v N<>Tembor 7th. I thought, posa1bl7, you would II&TU see U unless I eont U • 

Pllbllo ott1c1al.a are otten aubjeote4 w unjust or1Uo1a • And that hoa bean your lot • But I lllce the wy :you hoft talcen it 
on tho chin • · In tho lons run :you will win out 1n the en••'IOt 
the Alllerican public -- ee a Jl'lblio .. rY&Jit 'IIIIo hoD.atl7 8114 ooD.M1&Dt101la­lY aerTed hia countr:v 1n a 1110st dlttlault alld tr:v1n8 job. 

lio aolmotl'l.e48ont or this let tor 18 neooaeaey. 
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Dear llr. Oleeltea 

U 7011 lliUIItH la fOV letter ef Jn.U.r 
18 I u andlac 7ou, eoPHetlJ aabeee .. , ., 
letter of O.toller 80 lateM .. fOP 1• u .titer 
ef tu ParkeHllvC ..... 

I repet that lueevaq of flllll' reeorie 
eaue.. tkl orlclaal letter to '- erroaeou.lr 
&441-eaaea to Ill'· Abu. 

Sluereq, 

(81Qnecll H. Uorgantllau, .lr. 

Beeretarr ot the ,.. ... ~. 

Ill'. S.rua L Ol .. ke 
Ultor, Parbr•llvf 1 ... 
Parltere'blarl, •et lrclala 

BIG/uh 
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Joyember 15, 1944. 

Memorandum 

TO: Secretary Korgenthau 
FRON: Mr. Gaston 

You sent me a memorandum on Saturday asking me 
to talk to you about the whiskey label matter, which 
I have not yet done . 

112 

You did set up a committee, consisting of 
Sullivan, O' Connell and myself, to consider the re­
quest of distillers that they be permitted to use . 
for blended wniskey labels heretofore used for 
straight whiskeys, including bonded whiskeys. This 
committee reported to you on September 18 and you 
approved the report, a copy of which I am attaching. 
Since then labels have been submitted and brand 
changes approved in accordance with the press release 
issued to comply with the memorandum. I am attaching 
a copy of the release. 

Our memorandum also called for hearings on the 
question of requiring that the front labels of blended 
whiskeys use the words •a blend with neutral spirits" 
or "blended with neutral spirits." These hearings 
have not yet been called. 

We found that in the past distillers had been 
permitted f requently to change the composition of 
the liquor being sold under a given brand name. Paul 
Jones, for instance , had been changed from a straight 
whiskey to a blended whiskey, back to a straight 
whiskey and again back to a blend. Our requi rement 
of a distinctively different label, plus public notice 
of the brand change, was considerably more drastic 
than anything that had been done before. 

Attachments 
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Ml'liOIIAIDlV POR SEORI'UIII lll!Wl!lmWJ 

rraao John L. lllllliftll 
lllrllert 1. Outon 
J. J. 0 1Conntll 0 Jr. 
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i 

In regard to the reqae• t8 ot ctiltillue to ollaftp a llllllbero ot t!llrlr 
brancla troa bottJ.ecl in boad, or •tnigbt wbleld.e•, to blendll containl.JII 
neutral •p1rit8 WS.t'-t ohangtnc tbl brancl -· w ttd.nlr w •bolalcl .td•• 
Vr. Blrbtd.re tbl J'OICIIUIIW •7 be lftlltecl uncler tbl tollow1ng ooncl1t1-t 

(1) A new label -t be 8\l~ttect tor the appx-otal or .Uoobol Ta and 
thb label boW. cont&1DS.nc tbe ohaa:we 1D l.ant!uqe ~irecl v.ncter tbl ', 
regulation~ -t be 10 c~ 1D colDr or tom. or both, u to be imtant17 
recogniHCl u a clitterent label. 

(2) It the cliltiller n.at. 1t neo••Mr7 to •mt au:r ot the c~ . 
proclnot before appi"''fal can be obtalnecl on a ..., label clewS.sn, .tbln be whonld 
be requirecl to attlx a etio•r on tbe front label ot auh bott.la corrta1nt'll 
the worde "l Blen<l with llllatral Spl.rit.•, or "Bl•n<lecl '111th llllltral Sp1:rlte•, 
in t7P' not ..tler than Gothic oape ot •1&ht point face. '!'bill, ot OCNne1 
will not reu- tbl dhtiller or tbe requlr-ent to attlx a l!Mk label ••• rl .. 
ing tbl coapoaition ot tbe blaDd. 

(J) l preee relauw 1hoald be il8lled UIDOIIDOillc the ohaa:we and the 
reuone tor it and Dlllllng the bNnlle ohenpd. 

We beli- a t.ariqr; lhoald be held at an •arb date 011 tbl qg..Uon of 
reQUi:rlnc the front label ot bott.la• ot eo o1llecl l>leacled wbl~ to Gaft7 thl • 
word• "blended with .-tral ep1rit.• oro thlir eq~~halent. Wa th1* the pNHnt 
regulatione wbloh per.it the -.s. •bl..s.ct whl•h7" or "whl•_,..- a blend" 
or nwn •a tl.ne blended wbbke7" are daoepti-.. notwithetand1i11 ~t llr. !Jen.hln 
et.tee abolat the antiqgi ty ot ttd.a undiiJ'IItandilll of the word "blend• in the 
wbi•ka7 trade ... agrew, bowwv, that there 11 •a. point to the.,......., thlt 
th1l iaaua oapt not to be tiecl to the •tter ot crantinc thl nqaeate -
pltldilllf foro ohan&M in 'fU'ioaa brancla. We don't acne thet thl hear1JII .-ld 
be long dalaJWCI. We th1nlr a oall tor it ahould co oat wittd.n Wei .,.~at 
the -t, ertelr' tlw brand o-.... bnw been autbori...S and the - 1~ ap-
pro'fWd. Ttd.e will 1\artblro """ to intona the pablio thet the o-~IIIFition of 
wb11k1 .. 1e beiJlc pnerall7 ohancecl M a renlt ot •r oondit.iom &ad UiiT 
•hoalct be oa cuard and kDDir wbat the7 are cwttinc. 
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TREASURY DEPARTMENT 
Washington 

FOR ILll:EDIATE RELEASE, 
Wednesday, November 8 , 1944 , 

Preea Service 
llo . 43- 99 

The Treasury Department announced tollay that it had 
issued certificates of l abel appr oval, under the terms of 
the Federal Alcohol Administration Act, covering a number 
of prominent whiskey brands, for whiskies of different 
character from those on which the brand names have previ­
ously been used . 

114 

The brands in question have f or varying periods been 
associated with straight whiskies or blends of straight 
whiskies and, under the new approval certificates, will be 
employed on blended whiskies , blended bourbon whiskies or 
blended rye whiskies , containing varying percentages of 
neutral spirits ; In other words , labels heretofore used 
on bottled in bond and other straight whiskey may hereafter 
be used on blends of whiskey and neutral spirits . 

During the month of August , distillers , whose plants 
have for nearly two years been occupied exclusively with 
the production of war a6cohol, were given a holiday during 
which they were again permitted to distil beverage spirits . 
Much of the production during this period was of neutral 
spirits or alcohol , such as is commonly used in the pro­
duction of blended whiskies , gins and liqueurs . These 
spirits may properly be blended with straight whiskies and 
the resul tent product marketed as a blended whislrey, blended 
bourbon whiskey or blended rye whiskey , depending upon the 
percentage end character of straight whiskey employed. 

Since the stocks of aged whiskies produced prior to 
the war are definitely limited, the current trend toward the 
i .ncr eased sale of blended whiskies will have the effect of 
extending existing whiskey stocks . 

The brands affected by these changes are : Golden Wedding 
and Cream of Kentucky, marketed by Schenley Distilleries, Inc.'; 
Paul Jones , marketed by Frank.fort Distilleries, Inc ~ ; and 
Mount Vernon, Hill and Hill, Old t'cBrayer, Blaok Gold, Bond 
and Lillard, Blue Grass , Bourbon De Luxe and Old Sunnybrook, 
marketed by National Distillers Products Corporation. 

-ooo-
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MEMORANOOM FOR THE SECR1:TARY: 

There follows a resume of my trip to Puerto 
Rico , October 30 - November 2, 1944, with an out­
line of the matters discussed, and the accomplish­
ments with the Arroy, Navy, and others: 

October 30 p.m. 

Following arrival, we proceeded to our office, 
and with Mr . Gilmer, our San Juan representative , 
we went over his organization. A new organization 
chart was drafted , allowing tor the tilling ot posi­
tions sufficient to take care ot the immediate tuture 
program. Internal procedures were also discussed, 
and prescribed for the documentation, inventorying, 
inspection, appraisal and sale . 

October 31 a .m. 

Met with Governor Tugwell and two of his aides , 
Mason Barr, Pederal Coordinator, and Paul Edwards , 
Director ot the Insular Government's war Emergency 
Program. Following a brief outline to the Governor 
of the purpose ot our visit , the matter s ot the 
insular government were discussed to determi ne the 
extent that surpl uses coul d be absor bed on the 
I sland. 

For the purpose ot eimpl it1cation,· and 
-vent competition among t he various branches 
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Memorandum tor the Secretary 11/15/44 

insular government , the Director o:r the War Emer gency 
Program, was desi gnated by the Governor to act tor 
all branches of the insular government . 

It was agreed further that a llst o:r requirements 
would be developed and made available to our r epr e­
sentative so that he could determine to what extent 
the needs could be met from existing surpluses . It 
was decided that any property needed by the insular 
government would be sold to them at a fair value . 

The use of certain salvage items in connection 
with the work relief program was also explored . As 
an exampl e, the War Emer gency Program agreed to ac­
cept salvaged Army cl othing for rehabilitation i n 
the sewing room projects . 

At the present tlme , certain difficulties exist 
as to the availability of insular funds; however , it 
is expected that the difficulties will be eliminated, 
and funds will be made available to the extent needed. 

October 31 - Noon 

Addressed, on invitation o:r Mr . Edwards , a 
Rotary Club gathering of about 65 members of the 
San Juan bu.siness conununi ty, outlining the overall 
surpl us property progr am both Within t he States and 
on t he Isl and . 
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Oct ober 31 p.m. 

Met with Colonel Shely, Assistant to the 
Assistant Chief of Staff (Q-4), t-1ajor Parkinson, 
Assistant G- 4, and Lt . Col . westley, Assi stant G-4, 
r epresenting the Antilles Depar tment of the Caribbean 
Defense Command as to the pr esent and fut ure position 
of Army surpl uses on the Isl and . · 

With the exception of property r equi red in ot her 
theatres of operation, and items needed for rei ssue 
to troops within the States , it was agreed that pr o­
perty should r emain on the Islands, par ticul arl y those 
i tems in short supply . In this connection , i t was 
pointed out that very littl e civi lian production has 
been made availabl e to Puerto Ri co wi thin the past 
several years , and shi pping has been very limited. 
Consequently, any effort on the part of the Army to 
make property available would go a long way to alle­
viate many of the shortages . The Army agreed to r e­
view its inventories to determine Whether or not cer­
tain items now appearing on t he insular ' s urgent list 
could be made available immedi atel y. 

Procedures as affecting Army operations as they 
relate to t he Treasury Department were also discussed, 
and it was generally agreed that harmony would exi s t 
between our tv~ organizati ons . The Army representa­
tives were very helpful , and it was obvi ous that 
every effort would be made to make our disposal j ob 
as easy as possible . 

Regraded Unclassified
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October 31 p.m. (Con •t . ) 

Met With Harold s . Boreham, r epresenti ng the 
Governor or the Virgin Islands, regarding the acqui ­
sition of construction equipment declared surplus by 
the Navy on the Island. Agreed to assist the local 
Government in obtaini ng the use of this property , . and 
in subsequent discussions with Navy official s it was 
indicated that the local Government would be assisted 
by every means available . 

November 1 a .m • 

Hel d a meeting ~th approximately twenty Naval 
of ficers, and reviewed the Surplus Property Pr ogram 
as pertaining to the Tenth Naval ~!strict . It is 
not anticipated that any great value of surpluses 
will be available from this source until the progress 
of t he war is much more advanced, and the Navy will . 
be in better position to determine its requirements . 
Arrangements were made , however , for the acquisition 
of certain items of construction equipment , and motor 
vehicles now located ,on the Virgin ·Islands . The 
Tenth Naval District officers agreed to allow this 
equipment to remain on the Virgin Islands until the 
Department of Interior can secure an appropriation 
for sufficient funds to acquire this property. 

Among the Naval officers present were: 

Captain Weld 

Lt . Comdr . Oeppart 

Commanding Officer 
Naval Air Station 

Executive Officer 
Naval Air Stati on 
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Captain Dickenson Distri ct Supply Offi cer 

Commander TilY Area Public Works Officer 

Commander Paynter SUpply Off icer 
Naval Air Station 

Lt . Graham District St ores Officer 

Lt . Ullmer Sales and Contract Officer 
together with their assistants and all 
suppl y officers or the Naval Ai r Station. 

Visited Fort Buchanan, and made a tour or those 
areas where surpl us property was stored to get some 
idea of t he actual physical problems of storage , sal es 
and handling, as there was a substantial l ot up for 
sale at that time. Property consi sted mostlY or motor 
vehicles, obsolet e office turniture, tentage, and the 
like . Conferred w1 t h Major Velez, Salvage Officer,· 
and Colonel von Holsendort , Commanding Officer . 

November 1 p.m. 

I addressed representatives of all federal 
agencies on the Island and outli ned the various 
methods by which they could aid in disposi ng of sur­
pluses, and also discussed their position as ac­
quiring agencies tor surpluses. Fol loWing t he ad­
dress, a question and answer per iod was held, and 
al l present seemed to be i ntensely inter ested l n the 
pr ogram and the many adher ent problems. 

Regraded Unclassified



120 

'1(6-
Memorandum for t he Secretary 11/15/44 

November 1 p.m. (Con•t . ) 

Met W1 th Major General Harding, conunanding General 
of the Antilles Department of the Caribbean Defense 
Command, following meeting with Colonel Shely and 
l·lajor Parkinson, and generally reviewed the Surplus 
Property Progr am , Which tne pr evious day had been dis­
cussed with t he other officers under hi s command •. 
Tnis appointment was at the request of the Commanding 
General. 

November 2 a .m. 

Met with Vice Admiral Giffen, Commandant of the 
Tenth Naval District, to briefly review the previous 
dis cussions had with other Naval officers . This was 
a courtesy call, and we were very graciously accepted. 

Visi ted t he Custom ' s House to express our thanks 
t o t he Collector of customs who had shown the utmost 
courtesies on our arrival . 

November 2 p.m. 

Left San Juan shortly after noon for return to 
t he States. 

Ass is 
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Realgnatlon of i rneat L. Olrloh •• Aaalatant to 

SeoretaP7 ln ohar&l of the Proe.,...nt DlTlllln ... 

auoaoe4 to4q b7 the tr•a•vr De,..t.lnt. 

the 

Jlr, Olrloh 11lfor.4 SeoretaP7 llor,enthau that 1t wu 

••••ntlal that he return to the preal4ener of IDDal~&r, 

Ino., of Klnneapolla, froa whloh poaltlon he took ltaTt 

of abaenoe to oo.. to the Treaaurr laat Aprll. Bla 

realgnatlon la effeot1Te JoY .. ber 21. 

Kr. Olrl oh hu h&c1 rt~poulbllltr for orpalalnc 

the Ulllt of the ProouriMnt Dhillon ln ohaPge of Uapoalnc 

( of oonauaer trpe coo4a 4eolaPe4 aurplua b7 the .WaP au4 llav 

DepaPtaenta. 

( 

•z recret Tlrf .aoh,• aa14 SeorttaPT llorcenthau, 

•that 41nlopunta 1Jl hla cnm 'bull•••• han _., lt 

neo111aP7 for Kr. Olrloh to ltan ua. Ill the fn 110nthe 

he haa been with the treaaurr Depart.ent he baa 4one au 

extraor41naP117 able Job ln 4tTelop1ng ln the Pro~at 

Dhillon the orcaulaatloa uee111P7 to hea4le the 

tr1MII4oual7 41ffhult aurplua 41apoaal work. a. hu 

4one thla at the aaorlfloe of hla owa latereat aa4 at 
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lllllet&Dtlal peraoaal expeue. Ill Ul lien a re.U, tiae 

patrlotle eoatrlbatloa te ~ Jatl .. la tt.. of .... • 

liP. Olrllh ezpn111i IJ'I&\ ..,...otau .. of tu 

tr•• baaa 1lTea h1a b7 \be leeretar.r 1a ••ta\lilh'wc 
the tUPplu ibpo~al orpaiuUoa. 

122 
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THE WHITE HOUSE 
Washington 

November 15, 1944 

A~ dear Mr. Secretary: 

The President on November fourteenth 

signed a proc l lll!la t i on ent i tled "Specification of 

t be Termi nation Date aa Provided in the Renego­

t i tation (sic ) Act . " 

The Honorable 

Very sincerely yours , 

/a/ M. C. Latta 

l(. C. Latta 
Executive Clerk 

The Secretary of t he Treasury , 
Washington, D. c. 
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c: .UIHAII !0 AIU10!"1T, QUito, IOUAICa 

lefe!'Moe h -.Ao t o llepanant' • .A..&l4 of •OY .. 'M1' 1. 

lepone4 to llo h\orae4 IJI c.., leh• ••...-- ._.,er, 
lleJWMT, uo Dr-, a.- Be14.....a.t- wUb wife, .Aua Ilene, d 
obUdrea, Cuola u4 lollen, all ~tob oU1aeao toraol'ly 1'M1dea\ 
1a .... te!'Cia8. klaadol' .. •1ou wne 1onH 'o tboa lNO Ol' lMl 1a 
Aaoto!'Cia8 u4 !'eaowe4 1941 1a lpaia. a.......,•. o1otor 1o loaora 
~erti'QU llaba, -.,'ll&doru olu .. a aa4 vito ot he4nloo a.ba, f-l'ly 
pi'Ofoeoor of ob•h\I'F at Qla1 to u4 aov pi'Ofo .. OI' ot ollelliohy a\ 
C...•~• Cuy. ~rico'• aon, llolleno, ltloo .lcaa4o!'llll oUh•. 
oUU llrtiiC in Qlaito. 

!be lle14oo-llo1•1' tull.7 would ooea to otto!' a olooo 
puallol to the PJ'OCI'U eaccoote4 1n Doputant 1 • "-614, aDd la 
!'eoo-n4e4 fol' apocial coneldoratlon 'bJ' Jouado!'an wtho!'l uoe IJI 
ooaneotlon thel'owith, 

Tou -.:, 11 n4 1t adrteable t o coneul t llo'beno JlahA 1A \hie 

101315 ..... 
..... --. .. 16, 1N4 

Mho Clwaacq (to!' tho lao1y) Allnhuaoa, .&cit-, Cobn, ».Jo1a, hi.._, 
Bo4ol, Lauer, Maanoa, lloCoraack, hhe 
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Sacre t.U1'7 ol i»"C;&Ioe 0 
iiuiU.a& wa , ll. C • 

a-lJ611, .. .,.-.r l~ 
wn W*'t!'c¥£ erP ru 

, . ' .. 
I ;a 

llo•.-bcr lj. l 'JL4 
..... l , ..... .,.,. 2l 

Reference Bcna•a 4421, J~ lO to .Departac\, r.pee\ed 
to London u .1.2Q4. 

toe t ollowiu,; rep~ bu bee HHi-..cl b7 tone ~t.l:.ii'. 

1'roa 1.be Lou<lon lleJ.ega'l.ion of t.be lD\eruaUoD&l. II8Cl CnH 1a 
re•poue 1.0 a re<ouaa\. tor intor-UoD ooncemiJii: \be pro­
poul to ne.OU&\e cbildren rna Gu'MD -piecl i.urope '-t 
Soedeaa 

0 1100)' 1 refer to a convera.Uon Co~~l de \iatteYil.la 8114 
1 bolo wit.h :JCN 1a \.be - aa\h of Aupat. 

t ou aakecl ce olle~r t.be Int.ernaUoD&l Reel Croaa Coe­
lllittu bod r eceived !NI\ :iwedja o. .,ropo:~al to hDepiU.Uae 1a 
t.hat. coWltr)' cbiWrell reaJ.u.lnt; in occupied countriea. 

I 't.T•d•&ai\.t.«u t.llia enqlliry ~ l.oeneva, aud bolve reoeivecl 
t.ll<o follu•i.•lt: anuwer a 

'fhrou~ ~lie UIIJ.ted Sl.a\.ee wg•tion 1a Berne aDd t.JM 8r1\.ia 
Co1 . .W...t.e 1n o-va, be'-11 \he Uai\Ad li\&t.ea aDd \be BriUM Gew.-... 
-.ata 1a • 1

& dat.ed reapeoUve~ 6 \h 8114 10\A z~ 1944, ... 

c""""W>ica t.ecl I.e \he c-llot.ee l.ba 1o \he s.M.i$ O..ea •'- llaw -
prenecl I.Ueir ell.l \01 reuive 1a t.JMir -..taT e. oert.o.J.a --..r ot 
chUAir.s - irrupeotive of t.beir re.oo - boa lloroq aJid oU.r · 
ecwt~ie.i tera'it.aa·i• • · 

1 2 .~ 

&a ~oon •• t.be ~tt.Ge eore aot.ifiecl ot \n!a deoi•ion, t.be7 
cni"'D'cat.ttd u \o 1.ne GerC&A Ge""~\ enol .-Yeru -val -Vl••· 
f'uU;; .. i.niO \lie ,.iah •Xi>reuoecl by i na .t.aer1CMn aud Bri Uah l!epnaeataU•••• 
t.he IAtern&tieD&l. c-it\ee u.euel'fee pretali.C t.e be U. iuUp'-ra 
ef thla raqu .. 1o. 'fbq buecl UMNol•u • Ule _r...._ ..wn...,. t.e 
\be be~rea\ a...~t.e, da\ool 1S\b lla.nb 1944, tl•et•ac td.\11 tala 
MAl\&%')' Mae:> ww lac..UUe.. , ucur1• -• w .U.o•llloiN. 

T~ c-1\~ baa, • tu, :reoo1,.. • ..-er t.a t.Mae ·~ 
Ma .. o;na . J'•r U. -t U. 81\l&aU• r-s.ntl un~J Ul IWtalat 
devel<tpun\11 w1U be • r •ehdocl to :r• aa - aa NMl,.. 't' u. 

t u ae1'17 t.h.•t We -~r bu "- eo -eta tl•l<rrlr•• 1111\ Ulia 
h due t.e I.Oe 1rreQUkr1t,r or our aaU t. allll tr• --- ....U, 
the t~at ..nthc.• 

Qt!!Mtl 

...... . J'ArrAJaU"' a 11M 
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•n·•·n 01 .. z-.!•1.1•• .., 
leon\ar,r of lta&e, ~ 
~rtcu ...... Parta 
lo~ealler 111, 114t 
Ul 

Ot ..,re v.JWUCIJ at the pre .. at U• tUII U wu la 
Aucu\ h \be •Uer wblob h \elteD \1111 la lll•tncUoa tr• 
\be Departaent to Alclere 4ate4 A~t 3&, •o, 813, 
8bo'lll4 U llecoa e J)OIIlbh to 1'110111 aa:r of the :pereoa• 
froa Oer11an7 to whoa reference 11 •de in lle1olnt10D DIY, 
the fac111t1aa ot the Feclhala ca~ are urcently nee4e4 for 
uee. There 1e no other 4eet1nat1on cratlable tor \!Ia•• 
people at the pre•nt ttae. h 11 ezpecte4 \bat th••• 
b41T1cluall wlll . be rehaee4 illto s.u .. rbn4 and froa 
there will tranl, either 41rectly froa lrance or by W7 
ot Spein and lrance , to the le411.8l.a cuop, u t..-napor\aUOD 
cen be ~d, uncler the aueplce• ot the Var llet111•• Bo.rcl, 
1t an exchance 1nTolrtnc tbeee ~:ple can be arraace4. 
Ve would appreciate it, therefore, it you vould urpnU:r 
&&It• up thh -tter with t he Prortelonal. OonrDMnt of 
J'rance and eecure 1 h coneet ln :prlnelple to the aclalttance 
into J'rench terrttor,r froa Swltaerland of aa:r :pereone 
lnelucled in l11ch a ao...eaant, to thelr tra.-1 to a point 
ot exit on the frontier of 8patn, or to Karaaille, or to 
an;y other port which N:1 be clelipated, and to tb.elr 
ntrance into Morocco for aoooaao4ation a t J'aclbala caap, 
eubeaquen tl;r. 

It Beber would bite up the q1111aUon wi th SIUU and 
••cure acreaaent in prlnelple t o tb.11 lt1nd of .......... t. 
al.on,; wi \II a etateaent of requir-h of SIUliJ', it vould 
111tewiee be epprec1ate4. 8crMn1n& ot theae ~ple, lt 
lhculd be po1nte4 out, cennot talr:e place untU \be;r reach 
lrench terrltor,r; aleo that autbcr1Ue• in Oeraq who 
haTe \be euatol!.;r of the oeape where \be:r are b.eld will 
"JJP&rentl:r ealeet \be b41rtduale for excb.•np, Jewtlb 
lnt ellectual.• froa Poland c011pr111 the aeJortt:r of the 
1n41Y1duale concerned, ..tlo can, it 1• pree~. lie 
lclenUfhd :proaptl:r u the:r are rllaUTely well ltnown 1n 
•neb circle•. 

!b.e OoTerDMnt of tha Unite4 Statll and the Brt Ueb 
OoTera&ent baTe etate4 that th17 are oppoeed to the clooln& 
of the le4bala oaap, which etlll baa definite :purpo••• to 
""'I tb.ie tor the lntor.aUoa of Reber and the •buey, 

fiLJIJIOS 
(.&0!15) 

12 

Regraded Unclassified
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.. 
~t/6 -- nnd'. ~­
apeoteJ .... '· ......... 

c• w 

lu 15, 1964 

lD p.a. 

, .. ~ t.lalr 1a b'ca ... ~· a-nt. 

ft. fall011111C 1• the ~ at a ... the\ bu --

raaelwll trca JW!!ellec!d, .. upa 1 ataUw at. lll'll• 

QUOD !lw .,.,_ raaelwd a I I p boca \bar r.pUao 1ll 

a "'apMt. co the 2'1\b at ono• *1oh n.w t.bat. u .. 1 •t. ball 

balD U'1'1w4 at. tw' I \M ();-WJU of 011 I'Q' .ad I' • .,. 

aooordine t.o wh1oh t.n. Cllpat.1on at abcN\ 8,000 JWB b'ca .. 1 1 

WCNlQ- lw a llt.bariMd and t.hat. b¥ the 15th t/6 llo 'wt \ h1a 

would haw to lw cur1ad 011\ . IINM t/6 '"" "'pGfta\1CD to t.he 

b>on\ia' ot Slri'-'laod would .. tlara18bad.., t.n. ow ·=and u. 
lblcar1a=· 

1be S.S.. 1'011 UGal DIJlllrt •t. Oil \M 31ft ot ODtolllr 1.Jioo 

-'ruotecl 1\1 lep\1011 1n ll'"'a~t. that. t.helw __...would .. 
.-t...s 1n 81r1Wa'lM:IIl, un. innrllDt.too tGUc~nJ~c ...,.owal 111r 
r.dezal C»PY'11 and 1n ardar to otriWt. 111fT ~bl·- b7 u. 
IJarMnll GC' t.ha ~ ot lack of u tz Oil u. ~ ot ... 

Slr1lw u au - 110\ to .U.C. t.heM JI"''P'• to dllplrt.. ft. 
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deoU1an .. 1n 11M wUJa_,...,.oa 'ldlioh 1n lite•'- 11- to •· 

All ~t. W oraat.1on W1 t.b npl'd t.o cloo-tauoo, o_. 

pclll1t.1oo, aDd lllU..t.l ~Oil at the P'OIIp - nq..W 

~ b7 111ra ~ the a.s.a. x.pt.1oo 111 W•z•t. ca t~~e liiiiUa at 

011\o* and ap1JI Oil t.n. lR at .., .. -. e1Me 1' 1a not. ~ 

WllliUa' aU at t.he 8,000 an bo' I a ot ~ -'11i.oat.ee, GC' 

,.. ,•r ~a~ ot u.a bol4 -a. -utloat.ee. 

No: * 1 ocowraat.1coe w1tb CJI1at ot r ' ral PoUoa aDd 

w1tb 1vpa aatat.1w f GC' nl1at and retuew attain ot tile Pol1t.iaal 

...,. '" •• ,, t.ta.\ u. ~ _.. 01• ..s ~, 2 :•• 

t.n. pnot1aal cb.ffia\&lt.t. 11b1oh - 11malwd 111 raael"fial 111111 

houGnl a ~ t/6 Ua1a .u., - t..panril;r, at. -" abclft 

not.1oa, 81r1t.111rlaad ._ rwa1wd _. tblll 25,000- nfllpaa 

4ur1D1 t.bl put. 11U -·· t.lw7 polDW out., (oldetl.T - 111111 

aM''= ra.. 

• Regraded Unclassified
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4- 1385, lfoe '• U, 10 p.a., \o Cuena 

obUdl'en ~ Y.lf w'• 1n ~..a ~ Ule o_., -- ill 
~) ...,., on \ba ~bud,~ a,ooo s-'1''• .... , a tmh­
aooo l'l'emll o1~ and 6000 11111W7 111111111. n ..w • 
d1tt1cnalt to IOlw tbl pr'llbl8a ol hel, bl....,_w, ud .. ,., .. 
lillft1o1ent. to Jll'oplll'~ ta1c1t oare ot 8,000 PIP~'• ill aill\lrJ ill 
llddlt.1CIII, ~ ot tbl ~ aq be olo\W tnzf rr-~ • 
.Alia~. tbe Seu1u U'W anxi.OUII that. .up. be taka u- u 
~bl.e t~ tbl -uon ot ncb limpr1aD ~. !be 
pNOUoabUit;r ot turnillhi~ 8li1a t.rli1M f,_ tbe Ve"'}}~t.at.iOD 
at. aace to lllnclllea "' to •- otallr lrl'enoll 11 'I' art ol aU .._ 
1UibD U'W ellc1ble tor 811114P'aUC111 \o PalMtU. u bella& la • ' 1do 
bir tu. 81e1a. '11.-.tare, it would be wUe U the baercl at -

128 

could et.ud)' the probl.eG of obt.a1Jld.nC oae ar aDN ...,.._ .far~J 
1n 111141Uon, the a.n.. wou14 awncut.e art7 eftort.e wbi.ob ooulcl be 
l'llldo t<MU'd eYaOuaU.on to ltort.b Africa or ac:ne otallr territ.cll7 ot 
All1ed choice of all or a per\ of t.bou who are not dNt1Did tar 
Palutu ... 

Badio am~t. nidln~ rewrainc t.11a deo1a1ao wb1o!a -
repgrt.ed 111 October 24 t.el.IIJ'aea tra. the Ltlpt.iao, repeated •wal 
u.a during the rnn1.nc of tbl ll9tb of October and tbe -m~ ot 
the 30th ot October, 1natruaU001 addreaiiCI to all IJqaprian a&Rban­
uu, tha anq, awl the pollGe, to t.be etfwt that. prot.eoU.w cloiN­
llODt.a or toreian pa .. port.e aboul4 be re.,_ated and t.bat ti&"-
Jomiab boldera of 10110h doo-ta aboul.cl not be _, to ompl)....,. 
lahar _..,.,.J and, 1n lldd1Uoll, t.bat rigltt.e of UV.terr1\ar1alit.T 
allould be enJo,.S b¥ 1'0N11111 Cclllll&lat.ea, Ltlptiona, and ....-- ot 
ICRC. 

lloer it - ~ that t he aaJGrit.T ot the SO,OOO -.J.e 
.,._ reported u be1nlr cleport.ad u 1.abor U'W ba1J1c Nnt. to •erLwa 
lblpr)' tar work aJ.oac t.ba A~~Aro-lluacarian b«dllr, 1111 1'~ 
t.io.a there. 

It 11 wr:r dUfiolllt. to beli.eft that the re~ ot 8,000 .,._ 
bu a•JC!Mn]7 been deo1dad 1lPCIII 1A 'IUee ot t.11a ~t. lll'-lfted 
anU.-Jnilb at.and talcltA b¥ \ba S•'•MJ' rep. u ..U u t.bl -­
lilt.lnt. "~ or u. o..na to au .. t.bl ~ ot - t.bl 
1n1 Ual IJ'GIIP ot 2, 000 bcl I • ot PalHt.llle Cllll't.U1.oat.elo 

We wUl keep 701&11ltor-l m.tb nt• , to t.b1a Mtt.er, 
OHQUOI'II 

Regraded Unclassified
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•3- 13115, ·~--- 1$, 10 P·•·• \o.,. 11\a 

n 1e "'II J'ad *' Jllll& deU_. a oaw ~ Ud.e • M 
0 ·- eaoa-. ~ IUIIl t.o ~' eaau- Allll ,_ t.lle1r ~~~~-
u. ud pa , .. ...,. ~ oo ....... u. a- 1\ 11111F-
dae1nbl.e t.o - Jlb11Upn1ll8 at T'ld ... • • ~ ..... ~ 
..- be etreolad. Alf7 o-w 1dl1ob ~ IIIIIF beft tdll • 
'Ji tet.e&. JteCDel lendta p alM be1Dc ct.- t,o w.r ' z '-
-' IUIIl 18M~ 

., ... ,.,,m 
U/13/44 

81 

&llli:WIB 
(AOmiO) 

(ODr) 

• • 

• ... 

.. 
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- CJ-• oq (tor \be a.o•r) ~ /oiMI a "• a1catn0 0a1ao ~. =•• M ..... , CIU\ca, axa.J., Lf I , ara, *-• ..0 1r, ~. 
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I&IU • • •ur, •••n, •m 

Wol'ftOO h •4e \o ,...... u.,.\ela.,. et o. ...... .. 

oallle M8t ot Onollor 18. 1'1•••• laqalro u4 a4n•• Boar4 of a.._ 

of aetloa \akn -,. IJaalu Go.o~t ta ooeeecuaM et ,._ •OJ••••• 
Uoa, 

10136 •••• 
J"..-r 16, 1144 

., .. D~aaao., fto" \be leo':r) .A.'III'Pbeaeoa, '*--· ..._, Cella, Moie, 
hi.._., lo4el, Le .. er, ........ lloCo..-k, run. 

Regraded Unclassified
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n 
~vi-­
~ GDl7 • a; a•aJ 
an a ' · (-- W) 

aJitiD 

lOU 

• u. 1164 

9 , ... 

!be toll.sn, 1a .,._ ... w... Baud. 

w.- 1a _.. \o ,_ 4tapdob :Jaos vi OII\GIIIr 9 

.... ~ l'l9 vi Oltobar 11. 1'1.- 1Dqlltft .... lllttt• 

IDerd of !~PUN of aauaa ~ •apem• Ocuw \ t.a 

...... m 
U/U/44 -

• (f,r t.!" OA'C'·' 

&ILIWCB 
AC'I'IJQ 
(CU) 
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CA&a !D IIUJIDI.JI **D. B>*•"• ... aa.a., ... - IIW'i••• ... 
!he War Betuce• Soard. requeh that tlae followlq ••• ... k 

41Unre4 to ltr, J'rth iollu4er, CoQCreu Oo..t\tee, Poetboz 'PlOt, 
Btoeldlela froa Dr. L- l[aJiowUUil 

(IJDft ![taG, un tootparoell for ... rtet tollevl .. 
hrpalleleea u..tHI Jee.,a.tae Jb.1HMI'C1 Maa M4 1 tl' 'M 

hu*ia1 Jluc-ata OorUa; ••17k uA .._..1, Oo14...,...1'1 •-
aa4 Zhl ICahMleoa; Xlara, AltNt,joeef u4 Dorl- l[uos 
('llvraOII: 33); lllen, -..u. aD4 Jllltue La"Gtrl .U llaoe, wlfa 
ud. cb114rea; 'IaUer Slepl, BeD.17 VUaer, J'or heUela 
proteotioD •ucc••t• Gieela J'ried.au, lt~Dt l~k 17, 
Bu4ap .. t 6; llhabeth !anber, 67 DoheaJ'Utca, lla4apeet, UJiqpo!l 

!'IllS I S VliB S'l'OCDiOLM OAllLll 8:>, 347, 

21115 p,a, 
••••bar 115, 1944 

lltu ~CIJ' (for the Sec•,.) Abreb••eoll, Ack•-· Ooba, Dolloh, 
J'rled.au, Bo4e1, Leuer, M...,.oa, llcCoraaek, 711•. 
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Seoro'ar.r of ''•'•• 

lluhtDCtOtl, 

US OllGIII'l 

?~1, llo.,ea'bor 111, 2 p , a, 

JOR IIRB JBOM MO CT.li!T.uvn, 

._ 
.. ,. lcrnaMr U, 1N6 

8eo14 UIID a,•, 

Sri .. rocol?Od vtro froa tbelr Locauon at 

~ot 4ate4 llo.,eaber 3, (LacaU on1 o ?269, 

llo.,ea'ber 1) otaUnc that departure of ? ,000 Pa1aa­

t1D1ao oertlflcate bo14ere aD4 4600 bo14oro of Svoliob 

protective 4oouaonto ••• belns orcao1ao4 aDd should 

telr:e p1aoo wltb1n &bout two weeks, alllt&f7 altuUon 

pera1U1J1C, 

IWIIUSOI 

Regraded Unclassified



• 

(_ 

( 

..,•rene• 1e ..U \o pnw.u .. te aahlU .. to ,......,._,.,at 7f1V 
Nit at ~t 1111 8114 Deper\ .. a\1o 3110 of lept .. ber 14, Hoo OM, JIU' .. 
erath• fln u 4 eu, 

~ 110\o of Ootollor 1'7, l.ou4oru Jorolp Oftloo 1Dfo~ ..._ ..... ., 
Qu.lto \bat ilouadol'UI 1"8pi'MOatatln 111 lwUoorl8D4 bao 1IM8 lu\I"MW \o 
ooatlr8 or .,....,, challc•• b \llo 111\ bo1111C oo..,1lo4 '117 WopUoa hn ot 
llo14ore of 4oou.onto purport1nc to 1n41oa\o ~dor.a aatioaall\7, 

:a, -raad• of October 13, foa.nolu r'J'oroip Office 1Dfo~ 
.&eooobae:f C.noeae tbat u !lad aoUf1a4 lwi11 Gno,_,.t tllr011p '-aulM 
Ollar,. 4 1 ~fairoo 1n Bora 'b7 co blo tlla\ \llo f nonaloa Gno1'11110Dt raUfloo 
tho lhte 1n oo far u 0011corao porooao 1100od lo '-nalu do._ate, tlla\ 
1t approcla\oo tllo <Iter of tbh Oo·o~t with repr4tc proteouac oa14 
poroooo aa4 that it ~·• that tho llote MDtlooe4 be 4ell•ero4 to \be 
lwiu autb ... itloo. 

!JUS I S \IRB JUUUI C.AJIL¥ JIO, 2?3 

10126 •••• 
J...,oobor 111, 1M4 

135 

M1u Obaacq ( tor tho Soc'7) ~~ • • AGkoiWOIIII, Colla, D.,oh, ~---. We!, 
w11or , llanaon, McCorwac~t, J'Un, 

Regraded Unclassified



G&IU !0 IUill!ll UIUIOI , IIIII, lUI W.&l IDI8II lOAD. 

PleM• 4aUnr tiM to UN QC •••ec- to tba latenaUoiiAl lle4 

Dart4 DobllllkT, !reanrer, Jacob Pat, lxecnaU~• lle01'eta17, Jwt• 

Labor OoMittee, 1711 :latot Br oadwq, lfew Yorltl 

~ d ILlVJI JUS! U1J liJ'OIICID !JLU '!S lftiUAtlOJW. 
UD OJIOSS I S PIIOYIDJJG ASIJSUIICS !0 l'OI.all II !D COJ:CIII!IA!lOI 
CAXPS Or PIIOSBOT. 0 VDI IW'PY !0 LUl!J or rotm ACUYift 
ow !Dill :amw.r. ..,. un .u.ao uu l iJ'OIICID 'BUt fti)1JIU]l8 

07 Jlll8 II OOIICD'lllA!IOll CAMPS or l'O:t.dll AD ftdfl • .IIIII AD 

JJ lliiD or SPiiiWf RILID', 0 Al'ftiL !0 YOU !0 JIO J'OJI !D JWIIB 

YI C'l'IMS 11 !Ill OAMPS 11 0001JP111> l'OLAIID VIlA! lOU AD JIOIIG JO& 
TJIOSE 111 Wf, PJ.I.&U O.AliLII, Ulcpl!S 

m s 1 s Willi BD c.uu.s 10. 2715 . 

111111 p,a, 
lo~•'ber 15, 1944 

Mlee O~cq ( t or tiM Seco'r) A'bl'llbMIOII , "coke....,., Oolm, DaJoll, :JrieciMII, 
Bode1, l.euer, llenoa, llcCoraa*, ruee. 1 

IDrar.r 11/15/46 
Regraded Unclassified
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J.Ooo594 
lllatribl&t.1cn at 
tl'llll t'M'11 DB onl7 b7 
apectel arraace•nt. 
(SICRBl' If) 

7542, Novnber 15, 3 p. m. 

Dated Hon•btr lS, 1944 

Reo td 6rl.2 • · •·• 16tb 

Depart.Mt•a 3245, Sept..ber 20 - •s 178. 

l'or.ign attica nota Ncweml»r 8 wb1oh wu peraonaJ.13 
banded ... dq to :r..sat1on secret&r7 bJ llep111'7 .tat.a 

in nbetance tollOII!.IIC• 

J)U'ii!C 1nt.M'1.- ot J'eldl!lchu' tbt latter *l.arec1 
he bad been i sw truoted to return thei!Je two notal 
(IIttc&ticn torwaraed lJ7 nota dated Sept.Mba' a3 to 
For.ip Office auc.tance ot tint &Dd ncoocl par-craph 

your 3245. l'or.i&n atti c• trantlll1tted t~e to S.U• 
.Le&&tioa Berlin by two Nparate noW. aach ancloaiD& 
text in JnBllah aa noaiwd tro. ~cation). 

Accordina to Setbe the GenlaA oown.ent doaa not 
(repeat not) ncogni .. ri&ht ot ~ioan Qo'fVUMDt 

to Wldertab npreNntet1oaa in t- two oaaea 
.attar• do not (repeat not) CODCWD proteot1co ot 
.t.~Mrican nation&la aDd edditi~ i t conaidan tOM 
ot tbaH not.a ua.oceptabl.e partinlar~ tbNat coo­

tsinld i n latter part ot parqrapb oaa 10Qr 324S. 

Since O.nan Oooreraant doea not noopise ri&l!t 
ot 8111•• repnaeotat1..,.. aa n prea•tin& ..,_ri.,.. 
:rnt.reate t o interwae 1D taTC>r ot bearc"l ot Latin 

~can ident1 t;r do~ta (nota -. ntera to l'oraip 
attic• nota ot Sapt.Mba' S 'aith enoloe~~rea 'IIliich 
were tranaC.tted to Depe.rt.ant with ~aatillll'l atriot~ 
oontiAienti&l deepatch 92SO 8epta.bar 1S). Mdacbar 
1Dq.U.... wbatber be lbOI&lcl -nbel&• 11r1.na to 
attention ot oaraan l'oraii!JI ottice tour poillta cont.a1Md 

in ~aation •• notice ot OCtober 31 to 8111•• l'oreip 
attica (tint pcqraph De~t•• 3648, 00tc11er 26) 
cODCel'DiJlC ~t.1oa bevera doo-ta We catecar;r 
pre't'iou.al;r inter-s MariaD Din SlOftld.a, In 'fie. 

Setblta dac1arat.1GD FaNl&n attica - no~ pur­
poll i n delinrii!C to Olnlan l'<rai&n ottioe a aota 
baaed upcn Lallation•• notice ot OCtober 31 eooep~ 

ot whioll 

Regraded Unclassified
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+ nAA lOt 2 r 15, ) p.s. , tr<a lilrD 

of wtd.lla 111~~ UQ" daU\ will be rehMd. Fanip 

CXtice accard1Dcl7 aan ilwtnot.ioaa to Feldllcber not 

to pllnlle \be M\Wro Bod~· 

~.~taauon oootilllled ito aecoU&tiOM 111 \b DiYiaiaa 

ot Foreip D~ternt. attor Mid ..uac 111\!1.....,. 

Ul4 t._ .. •-lWei in dieo-iaa wUa IIlii aa J1o•1 'liDr 13 

at wtd.ob t.1ao ._ &IJ'"d to haw llliN lltl&tiOD IIIJ'Ua 

approach OOrMA autborUioe p1nuont fi~ JIOI'OII'aph 

~·· )648 u OJIP' '"" to boll& fide UlltW 
Statoo N&UOD&l.o Ul4 et.tlar aatiaaalo ot ~tiD .a.rtcu 

COWltriOO repNNat.d b)' 811itMrl.aod • 

.lt -tiJ13 ot NOYO .... 13 lltpt.iCA ~ 

wu hendect notice d&Wci !Jioveabor 10 111\b ret-• to 

Qruoli'e propcoalo wb:icb _.. o~t tit lltptiCft'e 

nota d&Wci !JI~_,.r 9 to 8111N buod J)OpctaoD\•o 

3'1611 Jo us M1 4. Sai4 no t.iso izlcludeo toUour.IJI& 

obNJvat.~a 

(1) . OOman rati&Nl accept notoo of 811ieo lltptioo 

Berlin buOil on tact that o.r- Oovw-nt contut. richt 

of .IIMriO&n Qoft.--t to sea JOpiH.aa\a\iono ill •ttor 

portaiD.1Aa to bearer• ot ~tiD .a.n.ou cloc-uto. 

(2). Qruoli DO'fSl'tbolooo 1u1o\o Ulat peNODO 

~~~~ and aoteall7 poooeNiJll IJal.toll Sta\oll nat.1oaalit7 

ui bold i n Slonk ooDCOutrat.ion c...,e. It i.e poolllbl.e 

t t..t Oorean au.thoritieo would not rstue a lei*Non\eo­

tion ..S. not coDCOrailll bearer• ot ~till .a.rtcan 

doo-uto but reprd1.ac pereODO cla1111ac 1JII1\0il Statoo 

natiCft&lit7o 

(3). 8JUISJ proood\II'S ngN'tocl b)' Qruol1 

wo\lld i lmllw iutnotiDc 811ioo lltption, IIIJ'liA 

to~ With a.rMD Qo;er-at repl'<liJll IICtiCft 

taken b7 OOno&D OotSI mt outboritioo ill Sloftk1a­

pr0'1'iclod 1 t be lUll toll to om toll atatN 01 u­
proporl7 opo•lr1n1--but rsqi&OIItiJll QorMn Ooftl-t 

t o ourrondor J- Wwd to Slcnak Ooft~n\. 

8eriN eben w t.bat oiiiCb aotioo e1cht. be illtorprot.od 

u ~ recopitiOD of Sl.OYO.It otato and rsq.n 

DePSJt mt.•o oo-t. Jnd ~· 

111Mo receipt 

138 
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( 
-)- rrJ42. ··--... u. J p.a., ~ ... 

I 

Slat• r 1 c dP' ot tan1«,. ~~~ptua o qioi• 
to 811l• c:oate.W Dip 

1 

' '• )8Sa 1a1 
1 

U ... 
u nw aDclft • n ....... • • -u •sz o-
ota w Dip&? ''• •• NU- u to ... • 
wbai'lluU ea.- •beNld • nq uw hnlllr to,. •• 
~w •• •ucae•u-. 

-

c 
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ill'TiL Jlo. 571 

Information receiYa4 up to 10 ~.K. 15th loY.abar llt41 

1 , IIAVAL 

On 15th/14th KTB'e torpedoed and probably eank a 10 ,000' tone ship and a traWler ott NOR:IIGLLN Coaat, 40 1111 .. north ot BERO!Ii, On Uth , a Bri tleh Oruiaer and Deatroyera aanlc one at'llled Trawler and probably another in TRONDI:iXDI JIORD, SaM Clay airoratt trom a Britlsh Eaoort Carrier bombed R.D .• l . Station at entrance to the Jiord, 

2. liiLITARY 

Western Front lHh. i'urtaer progress bf u.s. Third Jo.rflt/1 N and s.E. ot METZ. Considerable toroes including armour now eetabllshad N.E. ot WETZ-SAAREBOUHG Railway While forward troope are threaten.ing the imporh.ot road running eaat rrom KETZ to· SAAR. They have closed in further on K&TZ and have captured so~a ot the tort detencea or the town. Tbe two Third Army Br!Agehaada acrose the 'MOSELLE s,E, or THIONVILLE have been joined up and the ~hole enlarges. 

Second Br1t1ab Army launched en ottack against the German poaitione ''lest ot the J.!EUSE in the &rea N, 'fl. ot ROBmJ)tlD against minor enemy op~osition. German Cletenoea this area were tb1Aned out before the attack and i~portant obeervation posts, likely to be ot use to our troops destroyed. Bri tieh armour in conJunction with thle attack have seized important Look Gates on \~SEN Canal linking the CANAL 00 NOBD and the IIE\IS!, This will prevant the enemy draining the ce.oal and rendering our pontoon br idges useless. Tbe WAAL and lower RHINE continua to riae. 

Italy . .;;light German withdrawal' .Forli area where our troops have advanced \:1 tb little contact , They are now l t miles !1, '11', ot 10RLI on li1gbway 9 and have gained turther ground a~tride t his road. Polaa have alao made progress East ot l:ODlCLi hllA . 

t he 

Russia Russians have made slight gains East or BUDAPEST and bave eliminated a Carman Bridgehead Eaot or ntJ,1J8E 45 milea south or BUD/.PEST, 

8, AIR OPER... TIONS 

Weetern Front 14th. No bomber operation due to weatber A amoll number or reconnaieeanoe sorties 
flown .• 

~eel1terranean 12th/13th, 14 heavy bombers dropped 31 
tone by pathfinder technique on oil refinery Bl:£Ciil!uaa;a cauai~~g tires, 13th. 7&7 udiua and tighter \loJlbere and tigbhra (& lllaainal attacked c.-unicationa PO Valley and supported around operation~ with sood reaultaA 

Oe~n .cti•1t:r to 7 A.U. 15th. 8 Booketa durinc pe~~ 
l4th/ 15tb. 52 flying boabe plotta4 1n three phaaea, 
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SECkf.TAhY' S laVY SPEECH 

Present: /.!1•. Gas ton 
ll r . Duffield 
Mrs. Klotz 

tloveu,ber 113, 1944 
J :4U a . m. 

H. IJ . JI\: This is fi nished and polished? (Itefers 
to attached draft of Navy speech) 

Lt. DL'FFIELD: No, it is not . You said to give you 
an outline of a speech. 

H. l.\ . JR: flo, no, I told you I wanted a finished 
speech . 

l~R. DUFFIELD : That has more t:avy and Navy f i &ures 
in it than you v1ill want. You will want a JOOd deal 
more on your side of the picture, but you can compress 
t ois thing . 

H.' . JR: l!ave you seen admi ral King? 

~!..t. DUFFIELD: It '' as bei nG typed. I tried to get 
a copy to bring over to you . lie said his Aide Muld 
send one to Ted Gambl e as soon as it is fini shed, so you 
should nave it this afternoon . 

H.:.!. J .k: I hope ~ 

.. ,:,. . DIJFFIELD: You will . I "ill see that you do • 

.ii , l • JH: !;)ee t hat it comes to .!rs . Klotz. 

f.Ut. DUFHELD : All r i ght . 

M11. GAST\li : I '''ill otdl up Ted ' s office , and if i t 
is already ove r the re - -

141 
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r , . J n: .ohiot. 'as the • dmiral he was ._.oing to 
r efer you to? 

!,IJ, , DUFFIELD: Thibaud . 

!l . !I.. JR: I knew the onl y fellov1 who coul d get t he 
stuff for me was King. 

UX. DOF:I ELD: !hat is richt . He is the onl y one 
v.ho can c l ear Security on tnis stuff . 

!: .H. JR: Let me read this : "Last June , just as the 
Fifth War Loan Dri ve began , the firs t Navy plaJ,es Mre 
wheeling in over Sai.{>an . Three days later, the fi rst 
assa lt u ves of ~.annes landed and the battle of the 

142 

ur ianas ;·.as in f ull SVIin..; . Since t hat time - - between 
these h.o · .. ar Loan Drives -- our ar·.ned forces ha ve driven 
anot he r 15W miles farther· Y.est to the Philippines, deep 
in the ocean 1·.hi.ch the Japanese had toasted \'.as their own 
fore ver . The Philip; ine larJ dings a re one miles tone on 
t he !'as Lest-moving offensive in the history of warfare . 
~ince a ye ar ago , our forces in the central Pacific have 
driven the Japanese back 4, (J()() aUes . '' 

•. 11.. DUF!'IEI.D : Tha t really is pretty fast . I was 
amazed \\hen I l ooked it up myself. .!\ y~ar a~;o we hadn 't 
moved int o Tara• a yet . 

,,~I\ . GAST~ : Peopl e don ' t t'ealize the huge distance 
betl'een those islands . 

i:! . .... JR: (l!on linuing) : "No other 1•ation e ver imposed 
on an enemy so rapi d arrl humiliatin~;: a retreat . Therefore, 
it is fitting t l.at early in t t is SlXth l•ar Loan J.,ri ve the 
Tt·easury and t he Nation honor the Naval for ces Vlhich have 
been t he spearhead in t hat offensi ve . For that reason , I 
am especially pleased to appear on this pro gram with 
Adnral King. 

"The forces under his leadership have given the people 
of t he i~ ation an i nspi r·inJ; exa nple of forceful a 11d decisi ve 
action . I t is now up to us to support that acti on by 
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equally clear and decisive action dut•in.., the current 
'.'rar bond Ce:npaign . 

"At no point durin.;; its tremenoous Yoes tr;ard advance 
has the Navy ever had to l ook back over its shoulder to 
see whether the people at home v:ere furnishine the money 
necessary to pay for the attack. Our l•avy, Am1y and Air 
Force have a.lv.a~ s been sure tna t the taxpayers and the 
buyers of bor.ds woulc give t hem all the money they need 
t o \.hlp OUl' enemy . I know the Sixth War Loan Drive will 
be another similar reassurance to them. 

113 

"Constructing and manninc the Navy ~>hich carried out 
this Pacific offensive , and which , at the same time, cleared 
the J>tlantic for our .rlt·my' s invasion convoys, has been a 
costly undertakinc. 

"In the past f ·ur and a half years , this l\ation has 
spent $6~ , 000 ,v00 , vuu lor its ~avy -- and every dollar 
has been well spent . but this total is more than our 
entire national income in 1938 ." 

·-·• .LUFFIELD: I am not sure that is right, sir. 

,.: . . Jil: i..on 't wo1•r:; about tl.at. be fore 1 give a 
speech iienr••· i~urvhy t;oes over it inside and out, and 
Herber·t Jaslon klnil of looks over Iter r~· /.,urphy ' s shoulder . 

(Continuing) : "It is mo re money t han v:e have raised 
in the fi rst fou r l.ar Loan Lr•i ves, and it is more money 
than 'i.e have paid in inco:Jme taxes durin& the past year s . " 

I r.oul~ rat11er just say, "In the past four and a half 
years , this hation has spent so- rr.uch fo r its Navy -- and 
every cent bas been aell spent . " 

•·' · GASTON : Yes , we don ' t v.ant to boast about how 
much our national lnco~e ~as in 1J38 • 

.n. DUFHZL!.. : ADO I don ' t unt to boast about how 
much it costs , either. 
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I . J~ . Jn : ho,·, do we know Mose velt v.ill be around for 
a fifth term~ 

\COntinuing) : "Let us look for a minut e at the cost 
of a single naval operation . 'l'ake , for example, the 
.arianas operati:>n v.hich, as I ' ve said before , began jus t 

as the Fifth ' .• ar Loan Drive started . The naval force 
l'.hich participated in this single operation rep1•esent s an 
inve~tmen t bJ· the Ame rican people of v.ell over $5, 0uu, OW, 000 . " 

Iie t•bert , you have t o l ook that up. I -.~sed sane havy 
n.;ures • 

• u.. J:;;JFFIELD : It v.as i 1.e L.arsualls operation , back 
in Q.ua j alein . 

, , : . Ji{ : Hov. did you do tl.a t? 

.::>t. r.t FFIELD : I read it • 

....... Jh : "Of course, this investment in ships and 
pl anes and t;uns \.ill re used a~:;ain and again , and cannot 
l.e cna r1;ed up .as t he cost of conquer>ing Guam, Saipan , 
7i nian, and the other ~\uiana islands . But r.e did pay out 
almost a billion dollars --- $:397, 0UO , OOO , as nearly as 
v.e can estimate it --- for t l.e: .. arianas operation alone . " 

~ .• !IUFFI~LD: II 0\'1 1 \\hat v.e try to do here is try to 
s•.ov. ho11 it adds u~, and lhe break-dor;n into planes, ships , 
people, ar d t rien JUS t because a ~unition is usually some­
t .ting special and expendable - t J.ose different things . 

t •• !.: . JH: " In the fi rst place, there v.ere the advance 
1 ases v.nere the invasion fo rce as sembled before shoving 
off fo r their strike 1500 miles v.estr.ar'd . These bases 
cost .~ll2 ,uCoQ , 000 . " 

\ou don ' t mention \',hat lhe bases are . 

"h. IllFFioiD : The bases are in the :Jars hall Islands . 
The re is no r eason "by you shouldn ' t mention it. 
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C ..• ~.r!;:l .v. : I J U can eas il~ s t ic .t it in the re -
advtu.ce lases in the arshalls • 

.. . • Jlt : I s the re any reason? 

145 

!.ll\ , DUFFI ELD : The l..ar shalls arc spt>ead out and t here 
a r e a coupl e of auchot•ages there - the~ don' t Vlant to say 
just r.hi ch ones theJ used. 

L. L:. J it : I see . " Second, t nere was t he cost of 
sendin.; out t he ~;.reat armada of snips , r.nich amounted to 
ano t her :i> l2::~ ,0(JCJ , UOO" - ,,hat does t hat mean? 

l!.h. I:u FFIELD: It comes in the next ser tence . 

h • • JH: "Of t .i s amount , by far t he l at·gest part 
1·as 1or oept•ecialion , losses , r•epai r , and maintenance 
of t he vess els t hemselves . " 

Lll\ . DUFl I ELD: 'l'he~· said it cost abo ut ninety million 
dolla r•s fo r the depr·ecia t i on of ves.,e l s that were lost, 
t he repair on the vessel s t l.a t v.ere da' a;;ed, and t he 
mai ntenance . There is no r eason vey : ou can' t use t hat 
if ~ou 1.an t to . 

Mh. GASTUI: : "Of tt.i s t otal of one hundr•ed and tv.enty­
ninc mill i on , ni ne t:r mi lli on v.as f or depreciation of vessels 
that were los t , t he repair on the vessels t hat v.ere damaJed, 
and t he maintenance ." No, Jou couldn ' t subtract - he 
j us t sa~ s , " ..• by inr the largest part . ~ 

_,(. DUFF! :.LD: If you l'lan t to use t he fi;;ur e, that is 
all right . 

It. !., • .it : Put it on t he side, He r ber t . 

h . , .;1\ : (Con tinuing} : " .. ineteen mil lion dollars 
vas necessar;, l o pay for t he fu el and other lubr icants for 
tnes e vess els , and still other millions v1e re paid as 
charter fees on lbe llierchant vessels ~ ich accompanied the 
~ avy s t riKin~ force . " 
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(_ 

... DlflF!LLD: Tr.at is just ii ,..ou Toanted to add up 
l o a t ot 1l. 

IU($ . KLOTl : It is ve1•y in t e t•esting to me because 
t his i s in such si mpl e style t htl t I can under stand it. 
and follow i t. I don ' t go l the fe e line; t he re ar e t oo 
many fi Jures here . 

t! .~: .. TR: ',1ell, there is our audi en ce ; above average 
in intelli gence , but our audience . 

~~. KLOTl : Thank you, sir, ver~ much . It is e igh th 
i rade . 

r. . 'i . Jlt : ':hat is v11.at I usually t ry to tal k to • 

.. ~J .S . KLOTl : You are . 

ll . :.I. JR: i\01'• • v.:Uai has the 1~avy cot to do v.ith 
charte1• fees? • 

Lt . DUFFIELD: ~.e ha<l in that oper a tion for supply 
and cargo and troop transports eviden t ly some merchant 
vessels that v:ere ~ . .1\ vessels , on whi ch v1e paid the 
charter fe es . 

• 

! .. . . Jit: I see . \ l.ont:nuin~ : "Third, this great 
asse~blage of ships carried v.ith it its 01m umbrella of 
air po1·.e r plus a stril:in1.. .. orce of air cr aft v hich knocked 
Japan ' s land- based a it· por.er out of the ail• . 'l'he cos t of 
operatin

0 
this huge navtll air force dur i ng the !.'.ar ianas 

campaiJD is estimated at about $1~, 000 , 000 . ner e azain 
the principal cost ~as deprec i ation , mai ntenance, lo sses 
and r epairs , >.~J l e additional millions r.e re spent i'or 
fue l and lubri can ts fo r the planes . " 

Now, t he wot•d "depr eciation , " v.nat does U.at mean? 

Ll.n .• DUFFILI.D : That is one L'eser va tion I have about 
this . I don ' t rnow ,.,btlt they have done . They have 
probably t aken the avera~e l ife of a pl ane and have allo­
cated out of that a percen tage v.hlch r epr esents t he t i me 
o1 this thing. 
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... · . Jl. : _ otn aovtce "oulo l:e to leave il o, t. 
.ue tnis "losses and repairs . " lifter all, if you ~a;y 

lhe cost of repairs lt lakes the place of depreciat1on . 

!!h. DUFFILLD : It does in large par t , except you 
gradually write off a pl ane . 

147 

wt. GAS'I\1~ : 1:o , the !javy l'.ill hold a plane three or 
four years at the most before it become s obsolet e . rte ­
pairs may amount to tM or three hundred dollars in t hat 
time . 

!.h •• D\JF7IELD: I tnink for oratorical purposes I 
agree r.ith you . 

11 •. "" :}{ : · I r~ould say , "losses , main tenance ard r·epairs . 11 

...... GAST J N: Lep1•ecia ti on is technical l y there , 

lA:k..i . KLOTl : That holds t rue of any expensi vc thing 
you talk about . 

H.i.t. JR : Oh, v,cll, 11 '!lnintcPance, 'losses , and repairs . " 

1.~·- · GASTON: I a:n for having it out. 

~.~ .. DUFFIELD : \.all il wear and tear . 

~" JASTJ:\ : :\o, i t isn ' t that . 

h .. ,, .d. : "Losses , repairs, and maintenance" is enou.;;h . 

"By fa r, the most valuable component of this Navy 
striking force v.as the men who four:;h t the ships and flew 
the pl an es. Their pay , equipment, medical supplies , and 
food cos t $439 , 000, 000 . by i n , the .;reatest part oi' thi s 
sum was expended for the it• pay , v.hich amounted fo1• the 
total of the .. larianas opt>rati on to more than $300, 000 , WO . 
To feed this ~; rent force for the six r.eeks of the l!arlanas 
campni~n cost ~2J, uVO,OVO . Their equipment and medical 
supplies cost another ~8u , UOO, u(J(J . " 
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Is t ~s fresl1 in a.J sense~ 

'" · LUFFL LD : ~ have ne ver seen these figures befo1•e 
tn my life . 

ti. 1.: . .111. : M th any other operation? 

. ~.~ . DUFFhLD: J{o , we have never done it this way; 
v.e have never taken the bases , the ships , t he planes , 
a1.d so forth . At the top of the next pae e the word 
'} O'lrth , " snould be ''Fifth. " 

(Secretary complet es rending the attached draft . ) 

h . t:. Jh: That is c:ood . And I t uink I have heard 
s omeone say, "\','bien arP. ~ ou «.>o i nz to econ omi ze on, 
ammunition or lives~" 

"I t i s the pollcy of our Army and Navy" - Herbert , 
~.i ll you mn.lce a note at the end - "This is following out 
t he traditional Ame J'iCilll policy in fighting this war, t loat 
v.e are expending ammunition r athe1· t han lives . " 

~ DUFFihLD: nizht . I di dn ' t attempt to put an 
endln:; on , because I thou..,h t you mi.;ht 1.ant to 1-.rite it 
yourself. 

h . . . J'"rt : I don ' l kno1;, becuuse this is so 6 ood . vf 
course , they are only allov.in,; me eilht :ninutes , at• en ' t 
t he· ? " 

!Jt. DUFFIELD: •l!U t is ri;;ht . 

H . .. Jl:i: It is a t hi 1• ty-minute progr am. 

!.t;" iiA.;iTO:• : No, they tol d me it was fift een minutes 
on the ait• , of v.hich I t,;ot ei.:;l.t mi nutes . I don ' t know, 
t hou«.>h--

... . Jk : I t ell you v.ha t I • ould like t o do. I 
l 1 nk it i s swell , and I 1 •ir k it is l:eautifully ''ritt en . 
' ,ould the, :niss , ou for anolhe1• hour? 
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~.L LUFFIELD : I don ' t t hink so . I will j ust check 
on my phone and make sure . 

149 

(The Secretar•y t akes t elephone call from 1.\r. Stet tin ius , 
as f ollows : ) 
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H!~Jr: 

Operator : 

Edward R. 
Stf'ttlnius : 

HMJ r : 

s: 
HMJ::-: 

S: 

'iMJr: 

s: 
Hr:Jr : 

( S: 

ll':Jr : 

S: 

w.:Jr: 

S: 

!>"'Jr: 

6: 

HMJr : 

c 6: 

Hello . 

Go ahead. 

Henry . 

Yee , Edward. 

Good morning. 

150 .... 
NoveNber 16, 1944 
9 :57 a . m . 

fine . Good morning to you. You sound as though 
you had •... 

I ' m l e tting y~u down. 

.... buckwheat Cl\kt>s or someth1n- for br eakfast. 

I'm lPtting you down, sir. 

Oh. 

I have to fly to Npw York this mo rning with Joe 
Davies and Hallfax 11nd Gromyko to speak in l~adiaon 
Square Gnrden tonight. 

Yes . 

And I \·lill not be her" tomorrow fo r your final 
round- up with the British . 

cr. - oh. 

:low, I 1 ve been over t~e whole thing w1 th Dean 
ver y thorou~~ly . 

Y!'S . 

How bad 1s t~n t going to 
of anoear ance if I ' m not 
for the final show? 

'.iell , having been in the 
twel ve years , 1t 1 a going 
not there. 

be f r om the standPoint 
my not being there 

diplomat ic service for 
to be ter rific if you ' re 

You mean tor twelve months - - me for twelve months. 
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S: 

li'' Jr: 

s: 

"!HJr: 

S: 

Hl~Jr : 

S: 

H!·!Jr: 

S: 

( H:~Jr: 

S: 

~!·~Jr : 

s: 
!-!l-:Jr : 

s: 
'llt.Jr : 

S: 

"!I·IJ r: 

S: 

l·WJr: 

(_ 

- c - 151 

(laughs) 

Whv , ! Ju at dor' • l.r.ow what we ' 11 do wi t hout you. 

It's really ~o1n~ to be-- the whole thing will 
orobably fall, won't it? 

Absolutely. 

Perhap s I should phone Keynes and tell him .... 

I knew there was going to be a Russian party up 
in New York . ·~ny d1c'n' t you take me along? 

You' d have come with m ? 

su~e . Listen . ... 

·~e ' v~ got to speak to t.h1rty thousand '!>eople 
1 n :tk'ld1son Square Garden. 

lt.y God. I know-- I was asked . Th~t ' s Smith 
isn ' t that his name? 

Yeah. 

',/ell , •,;e 'll do the best we can. I'm in a good 
hu~or eo I 11~e to kid you but . ... 

'!en ry 

Y"ah. 

.... it s eems to me thnt it ' s in awful good shape . 

It 1~ . I r an into something very funny acrose the 
str~et . 

At l unch yesterday? 

Yeah, on thls thing, and !' ~ eend1ng a delegation 
oVPl' ~~ wn1 t on Gener al Lea.lly -- Adm1rRl Leahy • . .. 

y,.ah. 

... , to exola1n thl!' whole thlng to him eo ha , in tur n , 
can exols1n it to the Pr .. sident. 
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Hv.Jr: 

6: 

HMJr : 

S: 

HJ.lJ r : 

S: 

,.,~Jr : 

S: 

U!f.Jr : 

S: 

( Pl1Jr : 

S: 

Hl~Jr : 

S: 

:'!' Jr : 

~ : 

1-''f.Jr : 

S: 

lo!MJ r : 

S: 

( 

- 3 -

Yea~ . 

This la ju~ a 11~tle !lea ln your ear-- thaee 
~~eechee that Cnurchlll has been making ..•. 

YPah . 

. . . . ha v !.' r uffled h1m tJ•emendousl y. 

Ruffled the Boss? 

Yep . 

152 

I know; I woe therp before before you yesterday. 

Oh. So you fou~d that eo, d1cn ' t you? 

Yeah. 

And he acts as though he never heard of this 
thing. 

Yeah . 

"An <i t··ht~t ls this ship for and what ' s that pl ane 
fo r? " 

YPah. 

See? 

I know. 

So I ' ~ £ending a delegation of 0Pan and Lauch 
Currie and ~~ite ~nd an Admiral and a Gen ral 
over to explain it to Leahy . 

Yeah. 

And I know that L~ahy 1s zoing to he all right 
and let hi m, in turn .... 

H pnry. 

Yeah. 

Is it necPseery to r eally put the barrel ovPr 
the de , actually , before they l eave the country? 

• 
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INJr: 

S: 

H1'Jr : 

S: 

HHJr : 

S: 

!-!:'Jr : 

S: 

( HMJ r : 

"' ~ . 

Hl:Jr : 

S: 

S: 

Hl!J r : 

c 
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"e", - er. 't •· view o r +h,. position :"'.a · the 
rr 'de.., a F t""' ~n . 

, • , 'd , don ' t br•A h~that . I ' m not t elling 
th~t t o anybody now. 

\ 1 .. 11 , no"', '! .. ,.. r y, th" thouc!" t tl:a t I had .•. . 

Yel' . 

You \\nO\·: 1 t 110uld be I'Wful -- s1<f Ul 8/'lfE' and 111Pe 
from ch<> £ t and-::o1nt of thE' futu r e relatione .... 

for so~ebody ~o have a pr1vat<> tel~ ... . 

w1 • h the Chn1r~on of th<> Ap~ro.,r1at1ons 
Committee. 

Yee . 

An' say , ":lo"'' • here , 11e ' r e do i ng th1e thtng; we 
•~)ink lt ' e -.rith1n th<> law -- 11ithin th" L~>nd-Lease 
ct , ~ut we juEt wart to b~> eur e , now, that you 
r.dr-ret<>nd t'" wholP thlr£: . " 

v,.e , I ~hinf. tl:et ' e smart. 

You ae" yc,u c.,uld t;" t -- you could hsv" a f ellow 
likE> Cliff ':loodrum nnd !lick ':/1g ~leeworth , RPoublican 
end !)pmocra t , Pnd you -- you would be on much sa f e r 

r ?und ~or t he n~'vt fou r y~>Prs i f Y'>U r-o t the 
A'l roor1t>t1on s Co-..".!lt t e!' to say , "Yea , thie look s 
r1 h t ." And it wou'dn ' t --that wouldn ' t ts.Ye any­
hody -- romebody coul~ do tr~ t i n an hour . 

v ,.ah. 

! t:l"~n OscPr c?uld do ~ t "1'1 Vf't"lY w1 th them , you 
know. 

YPah. \~ell , let me tl'lk 1 t over H1 h our own boys 
nna •p t thei r r aaot1on. 
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A:: r!~h:. :a: 1 a'll exc~ee ~e a-d !'11 
c~ - ~·~e:e v1th r. yner and ~reren: cy a~lo lee. 

···1:, :•- aer1oua, I 1 111 eorry you'r• not going to 
'" her" b•tt I -- I w'll erla1n . 

Y•ah , but th1e ten ' t o1ng to be the final e anyway 
f r om whet you say. 

I don ' t think eo but 

'!'h"t ' e private . 

'! eah. 

~~o,~· , Henry. 

Yeah. 

One other thing. Did the Pr•s1dent at lunch 
;:esterday bring up wl th you tll.e Treatment o f 
Ger:~Wny? 

Yo>ah. 

qe brought 1t uo with you ? 

Yeah. 

He told you of the draft memorandum? 

~auc~ he WAS sending over to me :or me to look 
at? 

Th"l t ' s correo t . 

Notv , l·lhat -- now, I want to get thls straigh t 
because I -- I wc>nt to him the last -- o. week ago 
and said , "Well , now , we have somethi ng new ; .. .. " 

" it ' s in draft." 

YPah. 
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"Do yo·J Wllnt thl11 sl!'nt to Wa r and Treseury 
before you see it?" He 1aid, " I wsnt to 181' it 
in draft pr1 va tely . 11 

Y•e. 
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I sent it to him in draft pri va t el y and he didn ' t 
respond. Then yesterday I said, "Now, how did 
you like it? • He war. t ed to change it. I sa i d , 
11 Does it pr esent your vi e1~e? • He sa id, " I think 
it 1 a flne . I think it 1 s well - balanc ed. " 

Yes. 

\~ell , I sai d , 11 \•lell , now, can we s end 1 t to Henry 
and to Stimson? " He said, "Pl ease pr epar e note s 
for my signature . " I last night pr epar ed notes 
from him to you transmit t ing a copy or it which 
I sent over last night , which - - but I wan t ed to 
emphaelze the fact that it was in draft , Henry , 
you see. 

•xell , he - - of course , I di dn ' t kno~; a ny thing 
about it , but he brought it up and said that 
this was in the 1o~orks and he wanted my advice 
end wanted me to go over it . 

Yeah. 

So evidently you ' v• dono a good job and I appr eciate 
your attitude and I think thrt ' s the way 1t should 
be . 

Yeah , but - - but it ' s lmoortant that wh~n I 
well , •11e sent it to him , we said, "Now, if this 
doAsn ' t meet your-- your desi r e - - the woy you 
~111nt this thing, let us r e- do it. 11 You see? 
And then he - - but what ' s coming to you now, he 
eays, is what he is satisfied with. 

I s ee. 

Okay , boy . 

~ow , walt a minute . 

Yeah . 
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This 1e wh11t he 1e eat1st1ed Wi th? 

·~ell, what ht' eaye is this-- his l Atter of 
transmittal, he eaya , "Her ewith - - Henry, h erewith 
i s a draft memo of - - cover ing t his economic t r ea t­
ment o f Germa ny which has been or epar ed by State. 
It correctl y and adequa t ely aets f orth my vi ews. 
\l'ha t do you think? 11 

Yea . 

Now, that ' s JuFt thP way-- that ' s the way it ought 
to be. See? 

Yee . 

From your e t11 ndooin t . 

Yes . ;~ell , all h" el'1d to me "as there was a draft 
end that he wanted me to look at it and l"t m~ t~ll 
him wha t I t~ought scout lt. 

All righ t , Henry, well , now .. . . 

'<ell , nc.w , practically tht> same .... 

Tha t ' s good. 

And , of courae , since the Ki l gore CommitteP and the 
oublicity they go t , his attitude on th1a whole 
business ie Jupt like lif t ing a c l oud. 

I know that. 

I don ' t know whether he ' s talked ·d th you . ... 

! know that . 

. .. . bu t he went eo far as to say , "As tar ae the 
nubl 1c 1e concerned, now," he said, " I don ' t care . 11 

He ea1d, "Since the Kilgor e affair." 

.Yeah . 

Huh? 

Now, o f course , th1e thing might not go t ar enough 
to satisf y you and i f lt doesn ' t , why, we ough t to 
thr aeh 1 t out. 
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Ir lt doe~r •·, w~'ll · • ra•h 1t out vlth J~U b~~o re 
T aRe~•r ·~· ~r•s1d•nt . 

All rl ht , 1 t v. 

Is that fai r enough? 

YPs , thank you , air . 

And I thor oughly appreciate your coou erat1ve 
suir1 t , ~nd by th~ way what-- how wae your talk 
with th~ g~n t that cam~ over to seo y~u? 

V~ry good . I wro t e you a note. 

Did you? 

It I<IIS "10~ · eatiet nctor :t an" ;.:hat -- wh~>t took 
:>lece ··~E -- \'l'e 'Jro~a"l'l a cou'Jle o f yet>re a~;o 
in L~nd-L!'ASl' ~·hen 1t wee a cr1t.:.c1em o f pol1c1es 
end not of oereonrl1t1ee . 

Go-,d . 

eut I ' m ~11 on t~P lin~ and it ' s all cl l'are~ up . 

'•'onderful . 

T''l!?nk you , a1 r. 

<;ave a Go~" t1 ':IP l'nd hav" a drink o~ vodka for me . 

Al: rl:ht , old boy. Thank yo•;. . 
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11 •• <~! : .ell , 1 fi.,ure one bunc.·ed and ten r.oros 
i s t l.orou_hl y sate ; t.aat is ei.)al hunrl red ard ei ... hly 
'ords . I don ' t knor1 1.t10 l you ha ve t here , and wuatever• 
I am ._oln.: to do - I did lhis once in Philadelphia and 
t l.ef und t en officec·a ln uuifo •·~• and every one wl t.h n 
s top watch . Bu t they did r'lln it of f well nl the Phila­
del phia ioavy Yard. 

MI •• DUFFIELD : This runs probably not quite eight 
hundred words . 
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lt •• JR: 1 t.ant a peroration, you see, and if I 
coul d just take a mi!"lute and brin;; in the peror•ation to 
fit i n v.itn r nat. arJhall r.an ts, and bring in tvo thint;s : 
-.ne , t r:a t it is the •lllle rican policy to use ammunition 
r•uther t han lives ; a1.d luen , l 1 at this is only an indi­
cation of 1~l:a t ''·ill happen r.hen v.e really come t o ._:rips 
with the Japanese , and the thin~ is ;;oing to be so far 
more expens ive . l\o1·., I \\Ould hke to stress that, be­
cause t nat is wJ.at !.,u snall has a sked me to stress , and 
the wa;, he put it , he says , "The re ~·ill be a hundl'ed 
Aacnens - a flaming 11ar - the f ront is a thousand miles 
long." 

I v.oul d like to bring that in in the Pacific, be­
cause that is true . I don ' t really believe Y.e ,·,ill <Xl me 
to 0 l'ips , .• i tL the Japanese in Leyte , but that is still 
ahead 01 us , and therefore ,,nen it co=es it is .,oin.; to 
l:e terri l:ly expensive, and t hat i s v:uy r.e need thi s loan , 
and tiaat is ;.hy r.e ot•e t;o in.; t.o neea a Seventh and an 
~ .. &' th wl nn . 

And t t e othe t• lit lle l uing - t J.a t t he manner in 
\\ni ch we do it, and t he spirit i n v.Hi. ch , .. e do it - t uat 
if t nal can be tr·ansplanted over to our boys it \',ill be 
heartening to t hem . If t11nt cou l d be gotten into an 
end puragr•t:ph, the t h in.;; 1.ould sort of dovetail with the 
other one. 

ii.t . [;iJFFIELD : Fine, sut•e. 
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h •. Jr. : 1 OT. , "~~•• at other l.ing, uertert? nave 
you time nov; , 01· have you some meeting? 

"!h. GA~'Tut. : I have plen Ly of time . I have a meet­
that I want lo t ell them I wi ll not be at. 

H.L .. Jlt: o;,ell , if you and Gene coul d sit down for 
an hour you coul d .;;i ve me a fin i shed document, because 
tHs is so .;ood . 

!Lh. ·~ilSTvl• : This doesn ' t ne ed anything but just, 
as you say, a f inish. 

E.!.' . JR : That one part - I may r;ant to chan;;e a v.ord 
or tl-.o . 

:!h. D'!FFI~ LD : This isn ' L a contract . You can do 
anything with it you want . 

H.:l.JR: Just one other thin~; which I have not yet 
said I 1 .. oul d do - you rni.;ht have that in mind - they are 
really crazy to have me - do about three minutes with 
Bob i!ope lster tr.at ni._ht . I have still refused to do 
it Lecausc nol:ody !:nows \',hel'e tue P1•esident \\ill be 
Sunday ni.;ht , including hiu.self. Ly problem is , if I 
have t o cooe back I can l eave b .ere at. six- thirtJ and 
t;e back ->a tur day ni.;ht net·e in ~o ashington . If I stay 
tMI'e n ith Iior .:ope it means I Cal' t leave there until 
&mda;, L10rnin0 • But I don ' t \- now whether we mi~;,bt leave 
something out of t..is for• lru•ee minutes--

-.1-.. :}~,.)r:t r: : I think there is a late train . 

11.1 .. . n\ : But those trnins tll'e very slow, they are 
twent y- fou r hour trnins, v.hich would mean I 1·.ould ge t in 
here - I 1· ould be riding all Sunday . 

:.~ .. 1AS'!' J : Ho, I lltink you can ~;et a fas t train 
to t ev lork , onci tJ.en you Muld l" ~t ve t o t;et dor.n from 
lhe 1•e. 
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.• . l...h : To ride foJ' t\.enly- fou r hours alone on a 
train isn' t my i dea of ploosure . 

Have the olhe!' t hr ee-minute spot in mi nd . I am 
simply deli0~ted . 

!lov1, if you v:ill call up your of fice--

~:;, , DUFFILLD: Ye s . I am pretty sure I haven ' t 
anything over there until eleven o' clock . 
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ntnat. ftentore, 1t 11 tlttlq that lll'q 1a ~~ 

~~ ... Lila Dl'lTI \M '"UVT ul \U Jatl• •••• 

ottiUlTI. lor that Nuoa, I • eepeelallT pl•• .. tt 

lpplll' oa \Jd1 pN~ftalrlth .&iall'alllqo 

!Ill ftl'lll Wll' hb l .... I'Mlp UTI p.u tU ... plt 

ot tU tau .... lupblq .... ,11 et lloU at leelelw 

uuoa. It 11 .... , w .. w .. ,.n u.at .. u .. " 
•tMlll epblW ...... blw uti• -~~~~ tM •=••' 
llai'IIM C I 111'• 
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1t • ,.lilt lvlllc lta t:P: ••u 
w tile tav enr lid te leoll .._ nor lu ehwll•• t. 

aoo •tur tlao JMf1o at a.- •n tvalMUI U.. :ur 

uoouU'f te ,., tor tlao atuek. ou 1&97, Alllr ul AU 

Joroo un al..,. 'IM• .... tut tile .,.,.... .... tM 

bvt•ra of Nab wo.U cln tla• all tU aaaq tM7 uel 

to •lp ov ....,. I a. tu lld!a War tHa Drl'ft wl1l 

'1M aaotiler alallu reattvauo to til•· 

Coaatnotlq u4 ....UII( the • ., ftloll aanltt ..t 

thlt Pao1f1o offtaalTt, ..a whloh, at tbt , ... tt.., 

olearea tho Atlaatlo for our .._,,, la,..loa ooDY-.ra, hal 

beta a ooatlr ua4trtak'•l• 

Ia tilt put fov ..a a halt 7""• We •tt• U. 

tpeat t§,OOO,OOO,OOO for ltt I&YJ - ..a no., Iollar 

u. 'Ma .. u.,.t. 

Ltt u look for a alate at tU ••t of a •lacle uftl 

operatla. fake, fer tnaple, tM ..,luu operatl•• 

whlth 'brllllaatq •rkt4 for Illite., tbt latt of 'Mclalq 

111 

of tbt Jlfth War Loaa Drln. !U un1 forM *la 

,ut111,.tt4 1a thia alqle o,.rauaa NfPo .. tet aa 

laTtttMat ll7 tM Aaorloaa JMf1t of wU ..,.. fl'ft \11Uoaa. 

Of OOVII, Wt la'fta ... t 1a at,. ul fluet ul ... 

Regraded Unclassified



• I • 

wi ll \e ue4 ac•la .u acab, ul eauot 'be • ..,. .. ., 

.. tU •••t ., ....... lq ........... tlal .. , ....... 

•~•• .. 1 ... 1 1111"•• .. , w Ul ,., nt al.elt a 

1t11lla .. nar. - tet7 ,ooo,ooo, •• .... IT u w -

lltlMte 1 t - f•• tlat .. 1 .... .,. .. u .. ~. 

Ia ~· flrtt pla11, ~'" ••• tU &Ina•• MMI 

la tlat .. nalla •••• the lafttln tor11 ua..Ue4 1ttftH 

lhodq ott tor tlaelr atrlb 1100 allet wat.H. !Ute 

'11&811 ooat tlli,OOO,OOO. 

leooDi, ~••• aa tlat 101t of , ... ,., nt tU peat 

( araaaa of olpa, wllloh IM'IIIlt .. to aaetlaer tllt,~,ooo. 

(_ 

Ot tlalt IM'IIIlt, 'bJ far tU lar111t part aa t .. loaeq, 

repair, ..a •1ateuaoe of tU ntttla ~11.,.,. 

llutea alllln 4ollert aa MIIIIU'f to J&l f .. tM 

flael _. bwl ... ta ..... '117 tM•• tlll,., .... un •tM• 

ulllou ••• pail u Hart•• fe11 .. tu Mrthat •••••k 

Iillo •••..,.al .. tM • ., atrlklq fene. 

ru.t, W1 peat ut•\lac• ef tlllJI 111'1"1 ... wltla U 

ltt cna W..lla of air ,.... tlu a atrlklal fePII ef 

abontt Dlth U.ebl .Ja,..•a lad•'ltatll alr ,. .. eet 

of tU alr. I'M ••t ef '""'lac We llltP uftl alP 
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fore• lvlac t~o •l'luu ••palp lo ootl•to4 at •'"' 

tl",ooo,ooo. ltN apia tU Jl'laol,al ... , .. ,., 

alatouuo, looaoa al NJ&lN, allo ... ltl~ •"-

.. J'o opeat fol' tuol ana l•~l ... to f.r ~ ,, •• , •• 

B1 fa:r tho 1101t 'ftluble •011p•at of tll1a linT 

·~r1k1Dg foro• ... tho lll1l who foupt tile _lhlpo ... n .. 
tho pl.u.a. !heir pq, •td~t, 81411&1 n,Uoo, a1 

foo4 oonatltut e a fovth lt• tla&t ooet tat,ooo,ooo. 
Plfth, bofo" tho Jfuolllea al &,., lea'o4, tM 

Ma•iuu Iel&Die woN ••bjeote4 to trr ...... a1r ... 

( eurtaoo boabr.rc1Mat, u4 tkh lloa'bubeat ooaUaot la 

eupport of ov lnllac opontlou otto• tko laftll• ao 

a4er wq. lll tola, tllroq~ollt the ..,alp, ou lev'• 
elllpa u4 plaall paapel a'bftt tlii,OOO,OOO .. ~ Of l I 'rl 

ud thoU. lato Oua, lalpaa, !lalaa, ul theb alj ... t 

lllaalr. 'l'bo poul foroi ehot 11p uotu• ne,ooo,ooo 
woJ'th of 1 nltloa. 

173 

rut u.v ..a ... u,. ~., 1a t~~e .,., •• , 11 

•HlJ OM ouaple of wbat Ua1nl llac _. Oeaon1 ......U 

toll .. 11 • fln AM•l ... ar pollq. ft&t pollq lt 

to .U. upull tvo of r tUn ..a atulal oaw 

( 
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wrloaa line, ....... ., ..a .... ,.., U..t ll .... t\18. 

It 11 tu hope u1 ala of ... alllt.., 1 ...... to ..-

thb ..,., luetaP u tllq eu, tae.,...ln 1a te .. of 

hau lA•••• ,.,.. thoqk • lolq 10 lt ll .... ..,.. 

101tq la Mterl&l thlqa. laa a polle7 retv!n• llllp 

nu et 110aa7 -- 1101117 ralael la llelli blna lib ~~ 

... aow boctaatac - la o,.or to t.., ov ANt ... •v 

..a Ur fore01 tUlT ad eaapltteq ••p,Uel ul ..... . 

'rhlalt of thla -- that la wtlJIC a lloa4 rn MJ 1lo aaYlq 

the llfe of a here - oae of our boJ•• 

!he 001t will aowat. It will IIOlUlt MOAII ... la 

thll worll·clr411q ..,. .... , tl'\&lt o•tac to pl,. 

wlth our enalee - 1a tU foreata llofore ColApe, at 

•ta, 1a ltalJ, •• Le,to, 1a tU auw ........ 
.. , oloelJac la. o tu olteaola of ~ Iaale ul tU Ja,.. 

ftere MJ 1lo ala...,... Mllleu, a babel IA,teallotuu• 

u uj tlul1'1ot..,. ftat 11..., tUN -t M a 
/ 

llnla War IAaa DPbe ul a lnoath ul JHM~ u 

8Pth before ~11 wu 11 ... 

I lluw We Ioiii DPln wlll IUoeal. lat tU aplrlt 

la aJ.ala 1t ........ la .. '-lortaat ......... lU.ll • . 
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••• 
Let ua 10 about th11 uhe 1a • epblt whllh, lf lt 10all 

lie tHan' tt .. to tU •• oa ne., hoat, 'llft1l ... 

tllelr Uart1 u4 1te1l tUb wlU. for tU •tnale ul 

tU .tete., tut 11• •h••• - tu T11t117 tUt wW lie 

wa oa}T ~ tlptlq u4 \7 worklq -- ut ~ altlq. 
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Last June, just as the Fifth Tlar Loan Drive bepn, the 

tirst Navy planes were wheeling in ov.r Sa.ipen. Three c~q, later, 

the first sa~~&ult waves of llarines landed and the B&ttle of tbl 

llarianas was in full swing, Since that tae - between these 

two iiar Loan Drives - our aned forces haft driven another 16o0 

miles farther west to the Philippines, deep in the ocean which 

the Japanese had boasted was their own forever, . -
foAA-

Tbe PhUippine landings are one milestone - the fastest-

coving offensive in the history of warfare . Since a year ago, 

our forces in the usktd. Pacific b&ve driven the Japanese back 

41000 ailes. No other Nation ever imposed on an ene~y eo rapid 
• CL(...C. <==l- .=......-:L<..._ -k.~~- -a... ......... .,.,.L t~'-' 
and bumllintinr; a retreat , .,~ f rr; '* •• ffttj a;}s~wst) . . 

,._..rf...:-c.-f.. ~.._ 1, . C o.L -.:f.. (' ~~E; ~ :..1 I~-~ 'ifv----o 
i · r 1 

_.:..... ~~ ~,;:q;- -c, ~ .. ,$ ~ ,._._F----.;._ ~ <>..., 

~ .c::: · :~:~?I 1%: ; ,t- ,h ,.~ 0
.._ ~~...:., 

8' m rltb ' ds' rl Usg. 
tC~ IC:- ·, 

The forceo uo't:-ij:fffid:~silp ~ave given the people or 

the Nation •n inspiring example ~and decisive action. 

It is no'li up to us to support that a ction ~ ... i"J$ -;':u;'d 

A.~...~}~ -to 
decisive a1* • ' g the current War Bond Campaign. 

At no point during its treMndoua westeard ad'fiUlce b&a 

the Navy evor had to look back over ita shoulder to see whether 

the people at home were furnishing tho aoney necessary to pay for 

• 
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• the ettaok. Our Nny, Jrrq and Air Force beYe alw:o.ys been aure 

that the t&Jqxlysrs and the buyers of bonds would g1 va th8JII all 

the money thoy need to whip our snell;)'. I know the Si xth liar ~ 

Drive Ifill be another ail:lilar r eassurance to thea. 

Constructing and mnn1ng the Na'l}' which c.u-riod out thijl 
~ -r:::U. o..-:..1 4'6 ~ a..e.e.:...... 

Pacific offensive, and which, at the alll!le time ,,.._clenred the At-

lantic for our Army' s invasion convoys, has been a costly under-

taking. 

In the pest f our and a bal.f years , this Nation baa spent 

$69, ooo,ooo,ooo for i ts Navy - und evet'3' dollar has been well 

spent, 

I !rf T* 

177 

The naval f orce which participated in t his single operation repro- ~ rA 
'--~ t-:.M_ .. , ...... ~ .. 

sente{an investment by the American peopl e of well ~Spi&9,99919Q9u 

Of course, t his investment in ships and planes and guns will be 

used again and a gain, and cannot be charged up as the cost of con-

quaring Guam, Saipsn, Tinian, and tho other llariana i slands. But 

we did pay out o.lmost a b1ll1on dollar s - $997, 000, 000, aa nenrly 

a s ws can estilllllta it- for the Narianeoperation alone , 

- 2-
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...-r:J.., 4...~ 
In the first place, there were tbe adnnce baaea,_where the 

1nYnaion force aase•bled before shoYing off for their strike 1500 

mil8e weatward, Theoe bsaes coat $112, 000, 000. 

Second, there was the cost of sending out the great &rMda 

of ships, which e1110unted to another $129, 000,000, Of th.is &I'IOunt, 

l-.. r th lor t t f ~ • .,._ ...... "'•ses, losses, repe.ir, and 
v 3 o.r e ges par was or .JI: 

maintenance or the vessels theaselYes , Nineteen m1111on dollars 

was necessary to pay for the fuel and ...,_ lubriosn~~e&e 
LSi 1181 C 

tl 0 a :l Whl It &SSS:Sj 1 :1 ?b If IJ 'I , 8 ' .. 
Third, this great assemblage of ships cruTied with it ita 

own Ulllbrella or air power plus n "trildng force of aircraft which 

knocked Jnpnn ' a land-based air power out or the air. The cost of 

operating this huge naYal a.ir force during the llerianna campaign 

i s estimated ut about 3199, 000, 000. Here again tho principal cost 

ns 4eproahd;e&,~tenance, losso!J..-l_repairs;.JWhile additional 

millions were spent for fuel and lubricant s for the planes, 

By far , the most valuable component of this Novy strildng 

force was the ~~~en who foll8ht the ships and flew the planes. Their 

pay, equipment, 1118dical supplies, and food cost $4.39, 000, 000, ip: 

* n 0' • *u& P'd '' *hh •·•• 1: n 'IS ..,, 
rt' b u:m*ad fen *h' * *0 s '1 17 $' 

*b .JIIJasp 9?& To feed t.hi.a great force for the six weeks of 

tha IID.rianae campaign coat $29,0001000, ••••..,~:!~bit'"' -•ow.,.,..,. .. ._ 
or' t ' s too m,m. a 

- J -
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~;- ... etn 
Fow th, beton the Marine• and u.r landed, the llari.uula 

Islands were subjected to tre .. ndoua air and surface bombar~nt, 

lllld thia bombardment continued in support of our landing opera-

tiona after the invnllion wna under way, A1l told, throughout the 

cii.Cipaicn, our Navy ' a ships o.nd plo.nee pumped a bout $1.3.3, 000, 000 

worth of bombs and shells into Gualo, Saipnn, Tinian, and their 

adjacent islands. The ground for ce shot up another $19,0001000 

worth of aJIIIIUil1. tion. I am sure eYeryon& will a.gree that the 

~·c:•m 
enol'IDOus Navy olnne and surfa ce bo~:~berdment A>Jt.lb ~ 

: .:..A. 
~', ; Pi e a 1110ney well spent because 'hal i• I d• 

-..t leveled the enemy defenses and saved American lives. 

-4-
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This heavy and cos tly bo•be~t in the Marianas 1a .. rel;r one 

example or what ""'~' .... 

180 

sums or 1110ney - money raised in bond drives like the one ncnr beginning -
. . ~ z;:: ..~- · - ~~~~.1 

in order to~ our .lnlzy' and Navy and Air Fortlrs~ejnd ld 

The cost will mount. It Will molll).t because now in this world-

girdling war we are truly at grips with our enemies -- in the .forests 

before Cologne, at lletz, in 'ItaJ.y, on Leyte, in the Phil.ippin'& sea. 

We are closing in on the citadels or the Nazis and the Japs. There 

may be a lrundred Aachens, a hundred Leytes between us and .final victory. 
~--~--

That is why there IIIUst be a Sixth War Loan Drive and a Seventh and/\an 
~-.A-- • 

Eighth vJiir#a this war is won. 

I know this Bond Drive will succeed. But the spirit in which it 

succeeds is as important as success itssl..f'. Let us go about this 

drive in a spirit which, ' •~ b ' ' U tt -· '5 
~ ~ ~ .,.+, , 

811f111 ..... .,..,..-1ij(iwaiarm~~hearts and steel ._. w1lls'1J LMA 

/~-~~~~-
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Lut .r .. , J•t .. the rltt~ ... to .. Drln ,.., .. , tU 

flnt Ia., plaMe ... ,.. ••llAa 1a crnr S&lpu. 'llano ..,. later, 
tU flnt ueault •n• of .. lue level aM tM Battle of tM 

Marl .... wu 1a f\al1 nlJic. Slue tbat tiM - lletwa tMeo 

two ... Lou O.lne - 0111' a...a foroee ha'fe uhu aaotMr uoo 
al~a tartUr ••at to the Phlllpplaoe, aeop lA tM ooou ntu 
ta. lapauao ha4 ltoutocl wu their oa forenp. 

!be Pb111ppln• landlnae ••• ODe alleetaae 1Jl the futaet 

.o•lac ofte .. l'fe 1A the hletor,r of ... f&Pe. SiAoe a 1• .. .,., 

... toroee 1Jl tM Paoltlo han drl.,.A the Jap&Aoae '-ek ,,000 

alloe. 1o othoP latlOA ner illpoeoa OD u •a•• ao Paplc1 

( IJld hu.illatiJlc a retreat. All .._•loa hoaor• the laYal foi'Oee 

whloh ape..U..toc1 tbat offouln, a¥ tM !re&ftl7 JolM 1Jl 

( 

he .. \7 trlwto to th-. I feel .. poolalq hoM..a llr tM ,,.. ..... 

of !dalral 11111 oa thla Sixth War Lo&A propaa. 

!he foroee Willer Aclalral Iiiii'• loaclerahlp han chu tM 

people of the Jatloa u laoplrlJlc esaplo ot c1arllll ... i"lalft 

utloa. It la DOW 11p to u to nppol't tbat aotloa llr a .,.,u, 
aplrltai ... 4eeul.,. .... , ..... to the ....... t ....... c..,,sp. 

U ao polAt clvlJIC lte u..e.lou .... -.. e4Yaaoe !au 

tM Ia., oftr U4 to look Mek ..,.. lta alanlAor to '" -.u..r 
tM people at ~- ... ,.. hn.luta1 tile ..., ...... .., to pq for 
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the attack. Our l a'7, Al'lf1 and U r Yo roe han alwa71 bean av e 

that the tupayera and the buT•re ot banda would gin th• all 

the .aae7 t he7 need to whip our ene~. I know the Sixth War 

Loan Drive will be another aiailar reassurance t o thea. 

182 

Construct ing and manning the HaT,V which carried out th11 

Pacific offensive, and which, at t he same t iae, with the aid of our 

All i es, cleared the Atlantic for our Arm,'a invaelon oonvoya, 

baa been a ooatly undert aki ng. 

In t he paat !our and a half years, this Nation baa apeat 

$69,000, 000, 000 f or ita HaT,Y - and every dollar baa been well apent. 

Let us l ook tor a minute at the cost of a a1ngle naval 

operation. Take , tor example, the Uarianaa oaapaign whioh 

br i l l iantl7 marked for hiator7 the date o! t he beginning o! t he 

Filth W~ Loan Drive. The naval t oroa which participated 1n 

t hia lingle operation r epresented an 1nvutaent 'bf the Aalrican 

people o! wel l over five billion dollara. Ot oourae, thia 

i nveatment in ahlpa and planet and guna will be used again and 

agai n, and cannot be charged up aa t he coat ot conquering Guaa, 

Saipan, f inian, and t he other Mari ana Ialanda. But we did p., out 

alaoat a bi llion dollara- $997,000, 000, •• nearlJ aa we can 

ea t ~mate it - ! or the Karianaa operation alone. 
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In the firat place, there ware the adYanoa baaaa 1a 

the Mareballe where the inYaaiOD foro• aaa .. bled before •boY'-1 
ott tor their atrike 1&00 Dilaa waatward. Thaae baaaa ooat 

$112, 000, 000. 

Seoond, there wu the ooat of sending out the great 

armada of ehipa, whi ch amounted to another $129, 000, 000. Of thla 
J 

amount, b,y far the larges t part waa for loaaee, repair, aD4 

u lntenanoe of the naaels thezueb oa . Nineteen a11Uon dollara 

wu neoeua.ey to pq for the fuel and lubricant• uaad bf thaae 

ah1pa. 

183 

Thirp, this great a 1aeublage of ships oarriod with it ita 

own umbrella of air power plua a atriking foroe of airor a!t whloh 

knocked Japan'• l.nd-baaad air power out of the air. The ooat of 

operati!li thia huge nanl alr fo roe during the llarianu oaapalp 

la e1tlaated at about $199,000,000. Hare aga.in the principal ooat 

waa louu, repai ra, and u1ntlllanoe, while addit10D&l a11Uoaa 

ware •pent for fuel and lubrioanta for the plan••• 

B.r far, the moat Yaluabla oo~onent of tb1a MaYJ atr1klna 

foroa waa the men who fought the ehipa and flew the plan••· Their 

p&J, aqulp~nt, aedleal auppl1ea, and food ooat $489,000,000. 

To faad thi• great force for the aix waake of the Marianaa oaapaica 

ooet S29,000, 000. 
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Finally, before t he Yarlnee and !J'IIIf' lanllecl, the Yarluu 
I•landa ••r• 1ubjeetad to tre-..4oua air and eurfaoo baBh.r*,..t, 
lAd thla boaborct..nt continued in aupport of our laacllnc operotl ... 
after the lnnalon waa Wider wq. All told, t hroughout tU 
c.-paign, our M•Y.r'• ahipa and plane1 pu.ped about 1188,000,000 
worth of boaba and ahelle into Guaa, Saipan, Tlnlan, aDd their 
adjacent ielanda. The ground force shot up another $19,000,00o 
worth of ema1nition. I am sure u•er,y one will agree that the 
enormous Na•y plane and eurface boaborda.nt repreeented .oDeJ 
well 1pent becau•• it leTeled the ene~ defenae1 and ••••d 
.laerican llTu. 

Thl1 beav, and ooatl7 boabardaent ln the M&Pianaa la 
aerelJ one exampl e of what Adabel Ki~~g aDd General Jlanball 
tell liD h a t1ra Aaerloan wu pollq. That pollo7 1a to aan 
the expenditure of 11••• br tba expenditure ot • =ltioa aa4 
aateriel. Suoh a pollc7 requirea huge auaa ot aone7 - ~ner 
rabed 1n bond drl vea like the one now beginning - 1Jl orcler to 
gin o r AnJ,J and lfa"7 and Air Foran the u~at 1a ftapou aa4 
equlpMllt. 

The ooat wil~ ~unt. It will .aunt beoauae now ln thla 
world-glrdllDg .., .. are trulf at gripa with our enealea - ill 
the foreate before Cologne, at Meta, ill Ita1J, aa Llfte, la the l Pblllppln• •••· ll'e ar• clol1111 la oa the eltadela of tlao .. la 

Regraded Unclassified



( 
- 5 -

ud the Jape . !here 1111 be a hundred Aaobena, a h181dH4 Le,tea 

between ua and final Yiotor,. !hat 1a • h7 there .uat be a 

Slatb War LoAD Dri•• and a S•••nth aa4 perbapa aa Ellbtb blfo" 

\hla war 1a woa. 

185 

I lmow thh Bond Drln will auooeod . But the ap1rlt 1A 

wbloh it suooeeda ia aa t.portant aa auooeaa itaelf. Let ua go 

about thia drive in a ap1rit wb1ob will warm the heart• aD4 ateel 

t ho willa of the f ighting Dell on o•err front • 

• 
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Laat l_., Ju t u t be rl~ W• I.H1 ~Who '-1•• tM 

tlnt laYJ plu .. wn •ell., 1a ner lalpu. ftPee ..,. late•, 

the tlrat aualll.t wafta of llulaaa hMe4 ... the lattle et tale 

lluluu wu 1a Ml n1Jic. Slaae tlaat tiM- \etwea U..• 

twe War Lou Dl'lfta - ov ..... tonea han clrlfta aaother 1800 
• 

all11 fal'ther w11t to the Phlllpplaaa, 4eep ill the ooeu .Uu 

~e lap&lllae ha4 ~aate4 waa thlll' ~ toi'IYel'. 

!he Phlllpplne lu41qa &1'1 cma alleatcme 1a tU tuteot 

u't'lac otteuhe ln the h1ato17 of wvfal'e. Slnoe a Je• •• 

... fol'oea ill the Paoltlo haYe dr1Yell the lapalleae '-et 6,000 

alba. Jo othel' JatlOil nel' blpoa.a em u ellor ao l'apll 

( u4 hu.illatLac a retreat. All ._.•loa hOilOI'I the la.al ton•• 

whloh apearhll4e4 that otfeulYe, ... the '"....,. JolM la 

( 

heart, tl'lnte to th-. I teal eapeelalq -...a lit' the, ....... 

o.t Aiall'al llac Oil thb Sl:lth War Lou prop-. 

!be tor .. • wuler Ac1airal llac'• laaderablp haYe liwa tM 

peeple ot the latloa all lnlpblac llluple ot wl-c ... loolllft 

aotl•. It 1a JUM 11p to u to 111ppol't that aotl• lit' u •...U, 

apll'lt .. ..a 4eelalYe Plapoaae to tbe .aPI'eat •• .... C Z''IR• 

At 110 polllt dulac lta U..Mou watwut .. -.aaoe baa 

tU la-q eftP W to loot ltut ner l ta aboal4 .. to ••• 111wtur 

tu ,..,11 at u- ... hlralu'•• tM ..., ...... .,., te pq tu 
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the attack. Our l a"7, ! 1'1111 and Ur f orce han dwqa been ave 

thet the tupa,)'era and the buJera of boada would pn thea all 

the 1101le7 t he7 nttcl to whip Olll' ene19. I lmow the Slxtb War 

Loan DriYe will be another aiailar reaaaurance to tb ... 
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Conatructlng and D&Dning the HaY,r which c&rritd out thla 

Paclt1c offensive, and whioh, at the e ... tllle, with tbe a14 of ov 

Alliea, cleared the Atlantic for our !1'119'• invaaion oonYOJa, 

haa been a coatly undertaking. 

In the paat four and a half 7eara, thia Nation baa apent 

$69, 000,000,000 f or ita HaT,y - and eYtJ'7 dollar baa been well apent. 

Let ua look for a ainute at the coat of a a~ngle naYal 

operation. Teke, for exaaple, the Warianaa campaign whioh 

brilliantl7 .. rked Cor h1ttol'7 the date of the beglllning of t he 

Fifth W&r Loan Drive. The naYal force which participated 1ll 

thla t ingle operation represented an lnveata.nt bf the ~rican 

people of well over five billion dollara. Of oourae, thla 

i nYeatmant 1n ahlpa and planet and guna will be uaed agala aD4 

agai n, and cannot be charged up aa t he coat of conquering G~ 

Saipan, Tinian, and the other Mariana Ialauda. But we did PIJ out 
. 

al.aoat a billion dollera - SW7 ,000, 000, aa near}T u we oan 

eat~te it - tor the Marianu operatioa alaae. 
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Ia tho firot plooo, thoro wore tho ad•anoo ~·• 1a 

tlle lfaJ'ehallt where the lnnt~ioa foi'Oo u11abled 'before alloTlJtc 

ott tor their etrike 1500 ail•• weatward. Theee baaea ooat 

Ul2,ooo,ooo. 
Second, there waa the coat ot sending out the great 

armada of 1h1pa, which amounted to another 1129,000, 000. Of thia 

aaount, b,y tar the largeat part waa tor lo•aea, repair, ana 
aalntenanoe ot the •e••ela tbemael•••· Nineteen aillion dollar• 

wu necessary t o pa7 tor the fuel and lubricant• uaod ~ thea• 

ahlpa. 
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Third, this groat aaae~&blage of ahipa oarrhd with lt ita 

own uabrella o! air power plua a atriktng tore• ot aircraft which 

knocked Japan'• land-baaed air power out of tho air. Tho coat of 

oporatlJli thla huge nanl all' foi'Oe durtng the llarlanaa o1111palp 

la eatiaatod at about 1199,000,000. Here again the principal coat 

... loa1oa, ropaira, and aaintoaanoe, whllo addltloaal ailllana 

.. ,, apent !or fuel and lubrlcanta tor tho plan••· 

B7 tar, tho 1101t nluabl• coiipODent of thia Ka.,- atrlklnc 

force ••• the men who tousht the ahlpa and flew the plan••· Their 

p-r, equi,..nt, .. dlcal aupplloa, and food ooat 1489,000,000. 

To toM thh peat foi'Oa tor tho ah ... &a oi tho llarlanaa oupalp 

ooot 129,000,000. 
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Plnall7, before the Karinu and irrq landed, the Karianu 

Ialanda were aubJeoted to tre .. ndoua air and aurfaoe baab.,...nt, 

and thia boabardaent continued in aupport ot our liDding operatioaa 

after the inyaalon waa under wa7. All told, throughout the 

cupalgn, our NaYJ' a ahl pa and plante pllllped about 1188,000,000 

worth of boabe and shells into Guam, Saipan, Tinian, and their 

adJacent islands. The ground force shot up another •19,000,000 

worth ot amw•nition. I a= sure oYery one will agree that 'the 

enormous NtYJ plsne and surface boabardaent represented .one7 

well epent because it leYeled the ene=f defenses and ••••d 

!aerican line. 

This hsaYJ and coetly boabardaftnt in the Marianaa 1a 

merel7 one example of what Aduiral King and General Karahall 

tell ao is a !ira ADerioan war polio7. That pollo7 la to aaYe 

the expenditure of liYel b7 the expenditure of 1 m1t1on and 

aateriel. Such a polic7 requlru huge 1\IU of 1a0nt7 - *'DIJ 

raieed in bond dr lvee like the one now beginning - 1n order to 

giYI o ·r A1'1111 and NaYJ and .lir Poroea the ut.oat ln napone and 

equipaant. 

The coat will 110unt. It will aount beoauae now ln thla 

world-girdliag war we are truly at gripe with our ene.tea - 1n 

the foreata before Cologne, at Meta, 1n ItalJ, on IA7te, 1n the 

( Pk!Upplne aea. We ars oloalq 1n on the oitadela of the lull 
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and the Japa . There -., be a hundred Aaohena, a hundred Le7tea 

between ua and f i nal ~iotor,y. !hat ia whJ there .uat be a 

Sixth War Loan Dri~a and a SeYenth and perhapa an Eiibth before 

tbh war 1a won. 

I know thia Bond Dri~e will aucceed. But the apirit 1n 

which it succeed• ia ae t.portant aa auooe11 itself. Let ua go 

about thla dr ive ln a apl rit wbioh will wara the heart• and ateel 

t he willa of the fighting Den on eyer,y front. 
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• 6th War Loan -- Opening Address 
Secretarr Morgenthau 

War is the greatest and griaaae et of hUIIIan endurance tests. 

The side that wine , in the final analysis , is the side that ie 

in there working and fighting at the end - the side with the 

stamina and the spirit to endure the l ong and terrible ordeal. 

The present war imposes its t est no less upon civilians 

than upon the men in the armed services . For no modern army can 

fight without full support at home . Victory goes inevitably 

to the side whose men and women, in and out of uniform, stick 

. longest and most unwaveringly to the performance of their jobs. 

• 

Our enemies believed that the democracies were soft and 

decadent . They believed that we who had lived our lives in 

freedom would not muster the sel f - discipline or the toughness 

t o stick out the long, hard grind unt il the end. They believed 

that somewhere along the line we would flinch and falter , that 

we would grow tired and slacken in our str ide , that we would 

hesitate to pay the total cost of total victory. 

Well, they miscalculated . They have found out from the 

Americans they met in France and on Leyte, and at a score of other 

bridgeheads , that there is nothing either decadent or soft about 

us . But perhaps they still cling to the hope that we who have been 

I -
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left sate at home will be lulled into complacency and will quit 

our Job before we have completed it. If eo, they are wrong 

about this , too. 

I have been talking lately about our job at home with one 

of the great architects of our victories overseas - the Chief 

of Staff of the United States Ar11J3, General George C. Marshall. 

Before each of our great War Bond campaigns, I have gone to 

General Marshall and asked him to tell me something of the needs 
~~' of our fighting forces £ep~he objectives immediately ahead -

1\ 
to tell me, in other words , what the men at the front expected 
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( of us here at home . It has always given me reassurance and 

inspiration to tal k with him - reassurance because i have come 

c 

away wi th a fresh certainty t hat those who have to bear the real 

brunt of this terrible conflict will do all t hat we expect of them -

and more; inspiration because I have come away with a clearer 

understanding of the vital part our own efforts play in the 

tremendous job the~ they are doing. 

What I am going to tel l you about the current needs of our 

armed forces is not based on any amateur cr .armchair strategy. 

It comes directly from General Marshall himself . He has authorized 

me to report it to you. 
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There has been a fundamental change in the nature of the war, 

both in Europe and in the Pacific . A year or two ago we were 

attacking the ene~ only on the periphery of his farthermost 

advance . Each time we attacked, 1ve had a single, limited 

objective . Today, in the east and in the west, we are closing 

in on the ene~ ' s homeland. There is no limited objective now. 

The objective is total victory . 

In Europe , -.e have embarked upon the final push. It demands 

a concentration of materials and of effort immeasurably greater 

than any we have yet brought to bear . The nearer we drive toward 

~the enemy' s heart, the costlier the war becomes . It requires , 

in its present phas e, guns and tanks , trucks and bridges and 

pipelines and railroads in quantities far beyond anything called 

for in past offensives. The last barrage, that fearful tornado 

of high explosives which will knock, first Gei'lllllllY, and then 

Japan, out of the war, will make our previous expenditure of 

ammunition seem trivial. 

We have moved into position for our f inal thrusts through 

a series .of short, sharp blows . The last drive in Tunisia, 

for example, took only 18 days . Tarawa was captured in 10 

days , Kwajalein in 8, Guam in three weeks , the Island of Sicily 

C in a little over a month. 
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But the war has now settled down to a sustained, continuous 

attack. And sustained; continuous attack is costly in supplies . 

For we must now blast the enemy out of heavily fortified positions 

to whi ch he clings with the tenac iousness of despair . 

194 

Let me illustrate the difference for you in t erms of the , , 

weapons and munitions and equipment consumed by General Eisenhower } 
~ br' II •4-v-t" 1'1 ,._4 "41c. 

in the three campaigns through which be has l ed our t roops -
1\ 

Tunisia, Sicily and the Battle f or Germany. 

The whole of the Tunisian battle lasted 96 days and cost 88 

mortars . It took 38 days to overrun Sicily where we lost 47 

(_ mortars . But in a singl e mont h on the German front we expended 

no less than 700 mortars . 

A singl e month of combat on t he German border destroyed 2400 ( 

of our trucks and jeeps - two and one-half t imes the rate of loss 

in the other two campaigns . 

As we hem the enemy in, we naturally shoot more heavy 

ammunition. Last June, our 105 millimet er howitzers hurled a 

quarter of a million high explosive shells at the Germans . In 

September, just three months later, 

a half rounds - six times as much. 

they fired a million and 
... , 

Our 155 mil limeter cannon 

during September flung more than 130,000 big shells at the German 

l ines - a greater tot al than during the preceding three months 

C combi ned . 

4 
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In the Aachen sector alone in two weeks last month, our 

artillerymen fired 300,000 shells from their 105 millimeter howitzers 

This i s at the rate of 900 big, high- expl osive shells an hour -

one every four seconds, day and night, f or two weeks . 

Now, remember this : Aachen is just a sample . A hundred 

other Aachens lie spread along the front from the North Sea to 

Switzer land. We have encounter ed the same thing at Metz . We 

shall have t o encounter and ove~come it at every waypoint on 
"""-c{ J rl'"'l "". 

the long road to Berlin;\ Ana then, along the roeci te 'relfye . 

There are no short cuts t o victory and no bargain prices for the 

• purchase of it . 

c 

Ever since our t r oops landed in Normandy on the sixth of June 

we have been able to supply them only through the battered , inadequate 

port of Cherbourg and by the use of floating harbor s on the Norman 
;~ ..... ,~-<-

beaches . This ll11itati an of aupplf has pr evented the United States 
1\ 

Ar~ from deploying its full strength against the enemy. It is 

this factor , and no other , which has been responsible for the pause 

in our advance into Germe.ey . ~~ ~o wait 

guns and munitions could b~~ed up to' our front 

until tanks and 

lines . 
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,u .; o~t Js. L~ 1 o-U/1. J..C~ 
ButAthe handicap will soon be overcome . When the great 

port of Antwerp comes into oper ation, the tonnage of mater i el 

shipped to American forces in Europe is expected to double. It 

is expect ed to be twice as great as it has been during October 

of this year. 
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And in the Pacific, the supplies moving to General McArthur 

must be half again as great as those he received at the beginning 

of the year . The Navy, too, must be given greatly increased 

quantities of ships and planes and shells for its final obliteration 

of the Japanese flee t. 

I 

' 

~ These are the needs of t he men on the f iring lines. The . 

c 

l 

nearer we come to victory, the greater these needs will be. And -
the more quickly we meet th~~' the more quickly can victory be 

achieved . 

I know that Americans need no appeal to meet these needs beyond • 

a simple knowledge of the facts . 

The way for each of us here at home to meet them is t hrough 

unceasing devotion to his ' job and through the purchase of war bonds 

to the limit of his individual ability. The Sixth War Loan 

offers to every American an opportunity to play his part in the 

great offensives now being launched against the enemy. 

, 
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There have been many demands made of you in the three long 

years that we have been at war. You have met all of them f aith­

fully and generously . If you are tired now or feel that you 

have done your utmost , then think for a moment of the men in 

battle. Think of the men who come out of the foxholes 

drained of their last physical resources , cold and gr i med and 

hungry, their nerves pulled taut to the breaking point by the 

incessant whine of bullets and the shattering roar of unseen 

high-explosive shells . And think of their response when they 

are asked to go into the firing line again - to find inside them­

~ selves new sources of courage and of strength and of endurance. 

c 

One indispensable source of spirit to theee men is the 

knowledge that we at home are backing them up with all we have -

with nothing less than the fullest consecration ~our wealth 
:1~ .:..., t><VV .L• rl•oAtt.• ~ ~ 6.4 tv<-tf C......O ~ t.A.. '\.4 , 

and strength. l\ Our response to the Sixth War Loan drive will be 

the vindication to these men of their faith in us . Tai e i a 

our endurance te-st as iiell as tllei.PSA 

l· 
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tlove-ber 16, 1944 
10:13 a. a . 

.... ~o ~ 11 1 pereona1ly ~nat I am not goi~g 
to settle anything until Roy Blough is back here 
on Tuesday. 

Wel l , tha t ' s very kind or you , ~lr . Secre ta ry. 

And I ' m being very serious and this is j ust a 
little way that I have or showi ng you how much 
I ap~rec1a te all you ' ve done since you ' ve been 
here . 

\~ell , thank you very much , ~!r . Secretary. The 
way we were talking -- Charlie Bell and Joe 
O' Connell and I the other day , I think ~robably 
something can be worked out that wil~ be okay . 

·~ell , you ' ll hav" a day or days in court until 
you are entirely happy. 

Tnat ' e ver y £00d of you and I B?pr eciate 1t 
no end. 

Because I need your eervlcPs very badly and I 
want you to work under f riendly and happy 
eurroundi nge . 

\'/ell , thank you very much. 

So, we ' ll wor k it and don ' t worry and when we 
co~e back Tuesday, we ' ll have another talk end 
we ' ll keep t~lking until everything shakes down . 

G•od enoug.ll. 

Right. 

Tnanks very much. 

You 're welcome. 

Bye . 

• 
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\.l. h s~_.,: 1.1 SP!:.lCII 

Present : ~r . Gacble 
l!rs . Klotz 

r.ovember 16, 1944 
10 :25 a .m. 

H.!: . Jk: I thought you mi !~h t want t o say a v.ord or 
two about this , I have Gene Duffield free , and be has 
just come through with something he says has never been 
in the papers before on the cost ~f one battle in the 
Pacific, one naval battle , But he says be has never seen 
tnis release before . It is the greatest detail . Mrs . 
Klotz v,as thorougbly i.upressed. 

t!RS. KLOTZ : It was interestin~, and I folloMd it . 
Most times when he has figures in his speech they are 
meaningless to me . 

H .M • • m: Did anybody tell you how my thing went over 
at OPA? 

:..:t. G/J BL' : J;o, 

h . i . ,T!t: Inquire, will you? 

i.:R. GA:.:OLF. : I will . Let me give you this thought, 
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and maybe you "on ' t have tor e&d the i, but I thought I 
would have i t in case you asked for something . The thought 
I think you could give to the press about the 'alar Loan Drive 
is that we are better prepared than we have ever been in 
any previous drive . ~'le have six million volunteers ; there 
is great en thusia sc among our v.orkers; v:e heve v;onderful 
cooperation from all toe media; it is now up to the indivi­
dual buyer, and 1.e don 't know, of course, what his attitude 
is; we think it is good. 

H.M. Jit: 1bhat are the two words that DeVtey always 
used-- bungling and confusion . Do you think it 11ould be 
all ri~ht to say it , "Notwi t hstanding the bungling and 
confuSl on "? 
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~·R. GAl &.f. : Oh, aura , 1l would be perfect . 

H.!l . JR: We are better organized. 

MRS . KLOTZ: You said that recent ly. 

H.M. J H: I said it in East Fishkill. 

!.IR. GAMBLE : It would be all right to say it, b ecauae 
in every section of the country--well , you saw some of it. 

H. J.' . JR: As a lll8 tter of fact , it wouldn't be bad to 
say that I ~en t to a meet ing in my own township and that 
is the level t o see Vlhe t her they are organized . 

and 
t he 
the 

l.'R. GA!!BU: : And you also went to regional meetings, 
then to a meeting in the township, so they would get 
impression you have been all over tne country . And 
people are ready . 

J,!f{!;. KLOTZ : If you say bungling, some nasty person 
odght play it up, "Even Henry Aio rgenthau, Junior, Secretary 
of the Tree. su ry, admits it ." 

~R . GAJ.:BLE: And they mi~ht, too, get the impression 
that someone had sa id that this p& rticular program bad 
some confusion and bungling i n it, which they haven't. 

H. M. JR : The series of speeches which I Jntlde certainly 
had the campaign in rui nd. I never heard any speaker do that 
on the liar bonds, I guess we might j ust as well l eave it 
alone . 

J..'R . GAl. BlE : \,ell, it has been non- controver sial, 
but you could say without any equivoca tion, Mr . Secretary, 
that we are in the best shape we have ever been in • . 

NoVI , you heve seen sane of it, and I have seen it in 
thirty of our forty-eight Sta tea . 1 .. e had a perfectly 
8lllazing meeting yes t erday in Pittsburgh . l'.e bad three 
hundred and three bankers on the banker· program present 
at this meeting, ana they spent the entire day . 1'hey came 
f rom all over western Pennsyl vania . 
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II . JJ . J H: Stay behind afterwards a 01inute . iJid you 
get my note? 

MR. r:A1'13IE: Yes, sir. I called early. he was out 
of his office . I left word with his office to call me 
this morning . \'te are now preparing six hundred words, 
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and the;r will be ready bef ore the d.ey is over . !lao, we 
invi ted l'rs . Roosevelt, tnrour,h Mr s . l.lorgentbau, to do one 
j ob. . rs . l~orl'en theu thour ht 'the selection of the day 
,.,as l't rong. .1e want ed her on a spe cial Thanksgiving program . 

h.Ai . J l\ : Yes , I thought it. was silly to ask the 
Roosevelt s to ao something in their home; they just won ' t 
uo i t . 

L:!t. GAA.IlLE : The home part of it v.es just tor thei r 
convenience, bu t it was a special 'i'henksgiving program 
f or the people of the cpuntry. 

H . ~: . J tt : I don 't thi nk she got it t hat way; it was 
J..rs . Roo ~evelt gi ving something of the Roosevelt ' s home 
life on Thanksgiving dey. 

l.'.R. 'WiBLE: 'lhet is Vlrong; 

h.L' . JR: If you want her to, take tvio minutes and 
cell up ~rs . Morgentheu, yourself, JJ t the message was, 
".roul d t ht President and !.!rs . Roosevelt stop in next 
Thanksgiving day in their home end ~ive the American 
people en insight into thei r home l1ving on Thanksgiving 
dey~" 

iiec 
ai r 

l!R. GA~.ffiLE : Well, t hey had a full range of programs. 
on Thanksgiving day is dedicating every program on the 
to \'o8 r bonds . 

H .~. J!\ : \'.ill you explai n that, please? 

~k . G~llLE : Yes, sir, but I wanted you to know we 
are on it . 

H.ll. J!t: I thought the most e ff ec ti ve thing I could 
do was to read tot hem from Shirer . 

Regraded Unclassified



• 

( 

c 

• 

202 

- 4 -

I was desperate yesterday. I had absolutely nothing. 
that ' a -his-nrune r,a ve me just an absolutely flat job. He 
took this thing and God ! I got Alan Bar t h off , and whoosh, 
"Thill is wonderful, this is marvelous ; I can make a great 
speech of this t11ing, " and be 1:ent r ight to work. Then 
Gene couldn't get anything out of t he i dmi rals . The 
Admirals didn ' t come through. \.ell , he got the:n, and he 
said he, himaelf, has never seen figures like this before. 

MR. GA!.BLE: That is wonderful. 

H.lf. JH: So yesterday it was go od you v1ere out of town. 

t!R. GW.BL!o. : \~ell , I think mat we ou~ht to do, l.!r . 
Secretary, if we first decided you were go1ng to do this 
job and we had plenty of time so T:e wouldn ' t have imposed 
on Barth, to have him do it. 

No1. , fellows like Barth don't grow on trees; they are 
not easy to get, and I woul d almost rather see you plan your 
speeches far enough in advance that we can use that fellow. 

H.l'. JR: Somebody wrote a speech for Jimmy Byrnes 
in the Army. 

• 
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PRE- PRESS 

Present : Mr. SP&effer 
Miss Chauncey 
},!r . Gamble 

H. lf. JR: Is there anybody outside? 
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November 16, 1U44 
10 :30 a ,m, 

l1R. SHAEFFER: Yes, about fifteen prepared to ask you 
about the Mor genthau plan and toe tax program - Has John 
L. Sullivan resigned? - Are you in favor of pressing social 
security? - And have you resi gn ed? I think that is about 
all. 

H.tl . JR: Well now, what are you going to say to these 
people? I resigned yesterday, and the President said, "I 
r eappoint you . " Should .1. tell them that? 

MR. ~IIAEFF'ER : I don ' t know. It strikes me that the 
President should make that announcement . 

MR. ~BLE : Another reason I wouldn ' t do it is, there 
are half a dozen nev.spapers around toe country that have 
been picking on certain Ca :>inet ~l embers . 'Ihey haven't been 
picking on you, but i f you are the first fellow that is 
publicly reappointed, they might use you as a symbol and 
say, "Is this what the President is going to do, reappoint 
al l these people?" 

H .J.' . JR: Simply say, "That is the President's business"? 

li'RS. KLOTZ : Yes. 

H.l!. J~ : Now, t1hen they get on this !Jor gen thau plan, 
what I would like to sey, unless you are all going to sit 
on me, is this: "'fhis so- called l'orgenthau plan is part 
of a series of memoranda furnished the President by Sta t e, 
v:ar, and Treasury, but some disloyal person who had access 
to them took it upon himself to take a memorandum which 
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~aa furnished the Co11111ander in Chief during nrtime and 
showed it to some newspaperman . " 
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Mit SHAEFFER: Flynn 1a out there . lle is very fri endly 
to~~ard the plan . They all are , as a matter of' fact . 

wno 
did 

so . It 

H.K. J R: Now, would you .say that? 

MR. SliAEFFE!i.: Yes . 

H. I.: . JR: Of course, lihet I said to one of the people 
I tnought di d it the other day is, "Some son of a bitch 
it"- - pardon me ladies--and I looked him right in the eye . 

AffiS . KLO?Z : I would like you to ~ord it j ust that way. 

H.M. J R: I would ra t her j ust say, "Some disloyal so and 

1ffi. SHAEFFER : That is very good. 

MRS . KLOTZ : I don 't know. 

You see one minute I think so, and the next minute 
I don 1 t know, because you 11 re saving that story; that ought 
to be a part of a lot of other things you g ive out . I 
aon' t know, 

l1t. GAl~BLE : have you thought about no t seying anything 
for lt e record about the l'orgenthau plan? It has taken an 
awf ully g ood turn, !.:r . Secretary. 

H , ,,, . JR: Just no comment? 

MR. GA!.,BLE: 
1 ts course , 

I v;ould almost rather l et you see it tak e 

H.M. J R: Yesterday the President sai d tha t since the 
Kilgore Report came out, as far as he is concerned, '1bat 
tne public thinks now be doesn ' t care . he thinks the 
Kilgore Report was so wonderful on this thing • 
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l'hb . ~LOT~ : You haven' t alked up to no~, and because 
you naven ' t t he criticism has been eo favorable to it . 

Llk. Cl.AA I LE: And I t hink you have gotten the r espect 
of the people for holding your counsel . 

Herbert and I talked a bout it. You know, you suggested 
tha t J.8 talk about your three suggesti ons, and r.e aid t alk 
about it. \'Ia more or less t hought that t his was taki ng 
such a good turn t ha t anyt hing we might try t o do t o help 
it might hurt i t r a t her then help it, and it mi ght be 
smur t at the moment t o do nothing about it. Ana I am 
satisfied in my o~n mind that that is the best course. 

H.~ . JR : I don ' t want to show that it has gotten under 
my skin. 

L:R. GAl.' PLE: I v;ould just very smilingly say, "I 
would rather not discuss it . " . 

H.t.: . J H. : I will say, "You people have all discussed it 
so much, why should I? " 

V.R. GA1!BLE : You couldn ' t answer all the things that 
nave been saia about it in a week . 

l'R. SHJ, 1.1-'FER: The t v. ould be consistent, because you 
have never discussed anythi ng that happened between you 
and the \,bite House . 

• 
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A!.'EltiCAll STEEklhG CO~ITTEE -

Present : t.r . White 
Llr . Acheson 
J. •l l l • Casaday 
:.:r. Collad o 
l.lr . Currie 
L:r . Cox 
L. r . Angell 
i.• r . Coe 
~ I' • Davidson 
~~t' . Fedder .. .., .. r. Havlik 
!.1rs . Klotz 

November 16, 1J44 
llslO a.m. 

BluTISH LEND- LEASE 

li. ·1. JR : 1.he.t I did - they asked me about it , and 
tr.e., asked a question somethi n~ like thi s , "!!or. ar•e 
;,ou r;ettint; alon.; l'. i th the l oan to Great britain?" 

I said tl.a t thet•e v.as no loan, and as far as I knew 
l r.ere ;;as no statute under v:hioh we could make a loan . 

They said , " ':,as it five billion dolle rs?" 

I s11id t h11 t the 'British Go vernment and the United 
States uovernment had under discussion , as an outgrowth 
of ~uel:ec , extension of Lend - ! ease after the fighting 
in l!.urope stops , in order to cmtinue t ile v;ar in the 
Pacific , l;ut that the thin~; ras purely in the discussion 
stage . ' ha t is all I told them. 

Then they asked something al:out t his export . I said , 
"\~ell, s~me ne1~spapers ,·,rote a wholly erroneous statement 
on the export , and I think the people ,-,ho wrote it knew 
i t was e r r•oneous at the time . " 
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• •. COX: Well , read Kr ock tomor r o11! 

H.L. JR : They said, "Do you mean K1•ock?" 

I said , "I never mention names , or reporters, or 
newspapers . " And I never do . So Crider spoke up and 
said , ·~~11, nobody denied it before . " 

I said t i;a t I knew L.r . Krock 1·.as t old he was wrong 
that saoe morning. 

He said, ",.obody has publ i c ly aenied i t." 

I said, "I a:n publicly denying it , then ." 

That is all. I ~ot off troat easy . I don ' t knor1 
v.hctner it vas righ t or llt'ong, but I r.as awfully ~ood on 
everything else , but I just did have to get that off, 
l r.at he ~·new it \~ as ei'I'Oneous l'ihen he wrote it . 

I don ' t knoVI l'lhethe r you ai:ree , Oscar--

:.: .•• t,;OX: I don •t knov. v,hether he did' or not . That 
is a Jlente. l opEn·ation . 

. 
. n.;.. . Jh: MJl.ay, these people come on t he radio and 

v.l'i te eve1·ythin.; thel' 11an t ; I ou.;ht to have t he s8lle 
privi le&e at a press conference . 

So;~ebody said to me this morning, "You are not fai r 
t o me . " 

I said, "Since wllen does a person have to be fair 
in <~asr.ington ! " 

I don ' t think I did ii any harm. I did hit t hat 
export tlung a~fully hard , and rlid hi t t hat there i s no 
loan , and that the thin~ is wholly within t he discussion 
stage, and it didn ' t get in to v1ho v.as her e on the 
t;or:uo.ittee, or Tlho took part - any of that. I will 
ma\.o e ava ilable 1· r.a t I said. I t hink it ras all rieht , 
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~be only pe rson l don 't Ll1ink will like il is 
1r . Krock, and that is too d&tUl ed bad . I ·don ' t like 
~nat he says , either! 

r:ov:, at ~our service . 

!!<11. \',HIT£ : \\nat I ;ould like to do is t o re1li!w very 
quickly the p10gres s t hat has been made , and then come to 
tne specific problems for your consideration . On the 
unsettled items, v1hat is fir•st is the question of t he 
expoz•t policy - the British White Paper . Let me set t hat 
aside for a moment and I will come back to that . 

The next ite:n v.as the question of food , and yester­
day Keynes complained a little bitterly to me that the 
FtA had abandoned it s position, or was trying to put 
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s methin~ over . ii.nyway, he l'.as quite upset about it; 
and inqulrine th is morni ng from the H.A I an informed that 
the food matter is sett led and ne reed with with the Bri tish, 
and Keynes just didn ' t happt>n to know w1.a t he v1as tal king 
about on t hat parti cular thine . · 

w,. COX: i.ait a minute, harry. 

·.::t. \,r.ITE : Davidson j us t told :ne. 

-··· WX : .. e have a.;r eec on tJ,e "'merican side , but 
they s till want the principle of t he pre-l'iar standard . 

lt.u. l'.hiTE: Then you had better go on and expound 
the whol e situation . 

li • • :.Jx: Llay I just ask Lnis question , because it is 
a rather startling statemen t? 1 t l.oubht t ·_.a t that very 
impor tant memorandum of r r . Davidson, shown me yesterday, 
~~as from Lord Ke; nes . 

:.:a. DAVIDSOK : Yes , sit•, it \.as . Hov.e ver, our com-
putations , scheduled as to the amounts that we put 
i n, 1·.e re not determined as of yesterday, and ho.ve only been 
determined since that time. We have agreed to put in 
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sufficient money to mee t the British requests in one way 
or another . ~e are going to take issue with the questi on 
of pr• it ciple . 

It is my o~n fee ling, and I think we all believe, 
that fro.n v.hat r.as said in Ke;rncs' note yesterday, that 
they wi ll be satisfied with that, because my or.n reading 
of that note lead s me t o believe that it will be accept­
able to t he British, 'Cut t hey haven ' t yet seen the docu­
ment . We ar e agr eed on the American s ide . 

•lh. \',1!ITE : I gathered from Keynes ' remark - and 
he v.ill soeak for himself, unquastionably - t hat he does 
not like the statement of :pl'inciple wnich FEA has announced; 
tu t r.het~oer he 17ill be satufied l>ith the fact t hat you 
are i;;ivin.; hi:n l'•hatever they ask for finan cially, or not, 
I don ' t knov.. nut he i'<ill speak for himself. 

!. t .. JR: Nor , wait a minute . I sn't Keynes satisfied 
with thi s documen t which the british Mission sent us? 

1I.J\, DAVI])!iJN : There i s some question of interpreta­
tion, I l ather , of that document . The reading we had 
yesterday seemed to r:.e, and to all of us, I thought, 
perfectly clear that v.e v.e re not acreeing in principle 
at this time , that it Muld t e subject to t he decisions 
made later ry t he proper allocating authorities, and that 
v:e v.ere merely a~reeing to put in sufficient money. 

l.Ut. V HlTE: 'f'hat is true . He accepts t hat. That 
\~ould satisfy hi m very definitel y . but he said, in addi ­
tion to that , that t he Fl!:A has stated t hat unde r no 
cir cumstance 1·.i ll ,~ ou agree to finan ce increased foo d 
consumption that is :nore than half way be tween t he pre­
war and--

11.1. DAVIDSON : That has been resolved since yesterday. 

1m. COE : \'1e have abandoned that - FEA. 

l.IR. \'flUTE : That is v.ha t I say; I just heard t hat you 
have abandoned it and you will be in agreement . 
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H.M .Jit: l.ha t did they abandon? 

!lit. OOE: A proviso on meat and certain other abort 
things , that we 11ould only finance up t o three- quat•tera 
of t he way back to pre- iiar. Now we are wil ling to 
finance all the way back. 

'.1 COX : If the suppli es al'e available. 

t,fi,, WE : Of course . 

Lflt. \'diiTE : It ,·;as Keynes v.ho obje cted t o what they 
have abandoned, so it is all r ight nov .. 

H.!.!. Jlt : he objected to the point r1hich they have 
subsequently abandoned. 

!.! ... ·;;,.ITE: So that is clear . 

!llt . <.'UiutiE : I think I had better elaborate, that in 
t he i temized program of fats and oils , and t he carcass 
meat, t here only is amount suf fi cient to ,;o three­
quarters of t he way back to the pr e-war standards from 
the presen t levels , but at the end of the program VIe v.ill 
have the continJenc ies, I fi~ure , but no items opposite 
of money w .ich liOul d be avai lable to finance t he additi onal , 
if the supplies v.ere availal:le . 

t ••• • JH : I run just a simple apple-grower ; one man 
says you have abandoned it, and what you say is t hat it 
is still t he re . 

Mn. C.'UldUE: I v;as just elaborating. 

b • .'. Jh: 'l•hat these gentlemen on the left said was 
t aat you abandoned the staterr.en t tha t you ,,ere only tilling 
to finan ce up to t hree- quarters of t he pre-liar standard ; 
tnat ha s been abandoned , and ~ou a1·e ;,illing to finance 
all t he way up , provided the meat is available . Is that 

~ cor rect? 
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.h . ~UhhiE : I t is not related to the meat or any 
ltem noy·, .. e are putting ln a final supplementary item, 
just a dollar fi;:ure, which if l hc supplles \\ere avail­
able coul d be used to r alae the whole program sliehtly 
Lo lhe pr e-war le vt l. Bu l lhe itemized pr ogram, as you 
.;o down the list, only specifies the t hree- quarters of 
lhe wa.1 tack t o the pre-war. 

" · • . JR: Keynes is satisfied r.ith that? 

.•. OJnhiE : I don ' t kno1~ . 

)' ... Lt. • I.TITE : ~.at is a new ~rinkle . 

" , , GUrutiE : 1hat happened this mornin~ at nine- thirty. 
You I'eally ou;;ht to mee t continuously . 

Llli. '.',HITE : ' .. e have been ! 

H: ,, JR: \'.l1en were these side wrinkles put in ? 

t • .rt . 1 .. hiTE : i.:u ~ t have been betv.een midni._.ht ana 
ei~ht this mor ning . 

,. 
n..n . 

of one . 
AC!:ESJN: 1hey have done it in t wo bites instead 

!.~. w LLAOO : The second bite is over-all - not 
itemized. 

L!.-. ACr.E3:.JN: 
to that particular 
ge t a total amount 

He doesn ' t insist that you 
Paper t hat he handed in as 
of money i n . 

subscribe 
l one as you 

l.!H. CUfJUE : I t' he raises that point with you, 
~! r· . Secret a1•y, as he may, to in terpret the correct agree­
ment, as providing for a moderate easement as mean ing 
the complete r estorati on of the pre -1.ar diet s t andards , 
as a matter of prin..iple, that ma.; ..;i ve you some difficulty 
~eca• tae I don ' t think ,,e cotdd bo alOnJ . 
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.i.' . • 111.: rio, l t> t me just say 1.hnt is in my tnind ; 
t t.al ls t r.a t r.e 1·.ould increase the amount of food to t he 
Bri tiah public ove1• v.na t they have been ge t tine; in ' this 
"ear. 

t:.,. WRITE : That is right. I.othing 1·.as sai d about the pr e- •;,ar s landard . 

L!J, , (,'lJJut~li : And in t hat document you read yesterday he is interpreting this "moder ate casement " as meaning 
full t•estoration • 

. . .... JR: i.;ever heard it until th is morning - or 
have !? 

: .• u. \tHITE : No • 

.,,, CURIJE : Yoli read the documen t . 

h •• ,. Jf\: At -.iuebec that was ne ver mentioned ; simply 
that t hes e people , after four or five years of war, ltere 
so tired and so exhausted they needed more to eat , vhich 
I a41 rnolly in sympathy r iln . 'fha t r.as all ; there v.ere 
no beneral terms . 

1.!H. \IlliTE : I t hought if they had gone back to their 
pre -~ar standard they ~ould take a cut in their food. 
'The;, ut•e supposed to be eating more food than th~y 1.ere 
before lhe 1·.at• . ..m~e vet•, that is academi c . 

Li .. . Jic: !t is academic until • ou sit do11n at the table . 
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; ~ ~· ·:.111 TE : 
:nuch less well ; 
belter. 

·•ell , the people 1'.110 ate l'.ell are eating , 
the people who ate very badly are eating 

h .• Jk: b~t I tl.ink the standard for the children 
is no" al ove tr.e pre-1.ar standards . 

h . OOX : >lnd fol' moot of t he people . 
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... h.. ~.hlTE : •t.at is ~;;ood , unless t uere is something 
important that you want to add • 

.!h. COX: I l'lant to add one footnote btat alv.ays 
ought to be kept in mind, t at is, tne kussian fo od program 
for Russian soldiers is being cut fifty percent presently 
by .. ar Foods . 1t is .,oin.; to be tough to get food for 
the liberated areas , so you just have a practical problem, 
pro babl', for all of ' 45 in terms of U. S. production . 

ll. l . JR: Talk ing just as a member of Ur . Roosevelt 's 
CaHnet, I think before it should ge t out in any kind of 
a way , I do think l.e should have a chance to know about it. 

!.:it. (,I.JlUUE : Mr . !:>ecretary, on that same point, and 
t he one l'e Mre discussin.; ycs terda~· of the curren t allo­
cati on 1:e ing ;uade , recoll'Jllended by the \,ar Food Aciministra­
tion, 1~ aicn cuts t he allocation of meat to the Br itish 
one- se venth of r.hat they are getting, I believe it is , 
we are havin~ a pape r pt·epaz•ed for you today 11hich will 
come over toaay stating t hese facts 1·:hich you may or may 
not Mot to take up with t he t-ommittee . -H •• J.\ : You mean you are e i ving them one- seventh? 

1~:\ . W}.: Of 1;hat they are a skin.; for, and the 
hussians one- half. 

l.!lt. COh : I think what Oscar v.as saying yesterday, 
and wltere there was some dispute , ii does add up t o .the 
fact r ela iively fast t hat \1ar Food has to be cracked on 
this because they are ta~ine i rr.ZJOSsible positions . 

H . ~. JR: :..r . h.oosevel t hasn ' t asked ;ne to do anything 
about the iussian thing, but if in any way it could be 
brought to l!lj attention so I could do something alout it, 
I Mula like to, because I 'think it is one of the stupidest 
pt~posals, from a mi litary anele, I have ever heard of. 
It is no secret that ae had hopes that they will come 
in and he lp ua lick Japan . ~ell, there isn ' t much 
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inc en tl ve fo l' them t o come in if a a a r eward we ac·e going 
to cut half lhelt• meat • 

..L .. COX : No, but they are cutting t he protocol re­
quirerr.ents by fifty percen t , so Vlha t it u:eans, in effect, 
is that as far as we know that you miss meet ing t he proto­
co l by fifty percent . 

l.th. ACHESCN : Y.hen does t hi s get into the Protocol 
Committee, because v.e had a meeting of the Protocol l.om­
mi ttee? 

. ~!... COX : It should have been in be fore . Fortunat ely, 
our pfople bot this thing thro~~ back into subcommittee 
for a v eek. 

hllt. ACHESON : This has not come to the Protocol t..om­
mittee . 

!.!h . COX: No, and I think t hat l:onunittee out;ht to 
get it. 

h .'l , JR : \•hi t e, are l'.e on the Pro tocol r..o:runittee? 

!J,. · .•. tiTh : t/o . 

~'" AChESON : Harry C.opkins is the l-hairman . 

M,l, CUhhlh : but you come into it very much in this 
pro.;ram, i.l!' . !:iecretary • 

• u .. COX : They a re related questions . 

H • .J. Jh : Nov. it is one- se venth? 

!!.- C"E: Proposed allocation for the first quarter. 

!.~, . COX : For the whol e year. 

~Jh. AC!!ESON : Just meal alone? l'ihat re l ation does 
that bear to a simi lar quot a? 
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.i\, DAVIDSJ,l : I t is about a fourth. 

t.n, , WHITE: t-.ow much does that mean you vlill have 
to cut their meat consumption? 

l.llt. COX: As against ' 44, by t hree hundr·ed and s ome 
odd thousand tons . 

:.:;, , '.',..I':'E : ,/hat is that in terms of percent ? 

hJ . JR: C.oul d 1 ;;et a memot•andum from you of now 
much meat they have been &et i ing in England and nussia -
not in percentage, but in pounds? 
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l!.!t. CURhiE : I 17ill get that .for you this aft ernoon . 

h • ..:J R: Now, 1·:hat else. 

~Jt. \'miTE : The next item is oil which they rai sed 
this morning. If you 1~ill describe the oil agreemen t 
bri efly, Al--

.t.,, DAV II:~N : The chie .f pro blPms l'li th respect to 
the oil program related first oi all to stocks , and 
second of all lo British exports of petroleum from the 
Un ited Kingdom. 

With respect to the s tock problem, we have reached 
an a;;reemen t t hat 11e will be free to control the supplies 
i J.•t i v.e provide dur·ing hl45 in order to brin;; s toe¥ levels 
dor.n , but t hat, of course , •. e 1·.111 tr;r t o reach :nutual 
azreemen t as t o • .. ba t the prope P level or s toc •. s is . 1 hat 
has been a.;r eed to bj the bPi tish oil peopl e . 

The second problem relating to British expo rts of 
petroleum from the United Kingdom is i nvolved with the 
question of proceeds; 1.ho J ets the proceeds ar.d hov1 much, 
In the past we have been ;;e ting t he proceeds of all pe­
troleum ~hipped from the United Kingdom lo non-sterli ng 
areas , lll'd v.1 th respect t o the sl.ipments to st<. rling 
areas , they have only been permit ted to ship r.ilh our 
cons ent , and we l1ave , of course , only consented •here it 
supplied a vito! war need. 
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It is proposed that that a. reement continue . The 
only modificat i on of the principle is in connection 
v.ith the level that stocks may reach ; if t hey declin e 
to a point v.nere 1.e hlieve they would be more reason­
able t han they a r e at the present time, we hav.e agreed 
l hat we will not demand t he full pt•oceeds, but only get 
the proport ion v.h i ch the United Jtates supplied in r ela­
tion t o the t ot al suppl y available in "•·itain . And that 
has al so been agreod to by the british . 
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.. -4\ • Ther. tl.e oil program is completely a:;r eed? 

... !\. )AVIDSJ: : That is correct . 

-•l. · .. ui':':: : •. 0\'1 t t.e sl.i ppinr;, Lauch--

•. :... C:Uitk!E : \,e had complete agreement 1.i th the Br i t ish 
on the shipping pro,; t•am except f or certain coastal ships 
which v.e hac u!'ldertaken t o supply tMm. and v.e had rnade 
a propos al t hat those coast al ships which woul d be used 
in the Japanese v:ar l'1e 110ul d lend-lease t hem and those 
Lhat woul d re used i n the European v.a r , coming off t he 
v.ays in the sprint; , to tal- e on lhe 3- C agreement . 

They decline<i to do that ; v.e then went t o t he ijar 
Cepart men t to see r1hetl.er they ~>ould take t hese sl.ips being 

used i n the Suropean v.a r . I .;ot a call from my people 
sa:, i nt; that not only woul d the ·nar Lepartment be deheht ed 
to ta..; e t hose, but they r;anted all of them. They Ytent 
in to a ::teetinz this mor ning y, ; th tne British shipping 
people and t loat 1.ill be communicated to Keyne s rieht away ; 
and I don ' t know ;·he t her· or not he will agree t o t • at, but 
v.e can ' t uelp oursel ves ver•y much if the l·ar Department 
1\snts them. That may come up this afternoon for further 
discuss ion. 

Apart f rom tlJe.t we a r e all fi xed on t he ships • 
• 

!.:It. '•J'~ ITE : That leaves t110 it ems . 

:.:;t. l.Uh..IE : r:o, the rav. mate1·ial p1•ogr am, the 
~iscellaneous industrial co~odities - that La s been agreed 
U?On . !hat should le ready today. 
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~~ ... .... IT!:: : Then that leaves the export policy and 
Lhapter ~? 

~·.~. CUiili.IE : No , it leaves the Do!clnions and India, 
and the reciprocal aid question . 

~ .\ , i.!.!TE: •hat is in the l.lomini ons , isn't it? 

J .. .. QlidtiE : 'lhe las t cl,eck is t hat we have 
compl ete a.;reernent with the Dominions and India . 
remaining item lhey we!'e wo Pking on ye sterday is 

pretty 
One 

steel. 
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1..,., · .. ,! ITE : 
in a letter f1'Clll 
7.ant to brin., up 
satisf actory . 

Anc t he reciprocal aid progra~ is rai sed 
Patterson to you , of yesterday, rJ.ich r.e 
for discuss ion later because i t isn ' t 

So then I vill very t-ri.e Lly oesc ribe the eJrort 
poli cy . In the main , it rni..;ht tte said on the major 
poin ts the!"'e is agreement on it in the American croup, 
and \',e think there 1.ill be a ... reement v. i th the Br1 tish 
that the posit ion they are no1·1 takin& vi ll be satisfac­
tory to lhem, thouzh the re may be a co~.:ple of minor 
points v.!.ich \'ill continue to Give so:ne trouble; and 
t:1ere still ren;nins to be v.orked out the final formula­
tion oJ the c10c4lilen t . 

l:ut the r.:ajor question lohich Oscar raises , and 1•.hl ch 
v.e need to focus on , is ti,is one . 1ilben \'.e stol'ted the dis ­
cussion of a chon~;e i.n export policy we started with the 
unoer s tandin!! t 11at it applied to Phase II, the end of 
tile ~.our one an 1··a1· . The:t presented a definit e date of 
January l. .. e took t hat date hypothetically; r.e said, 
"All ri~ht, let ' s ass1..L11e it i3 _.oin;; to stop January 1." 
As t he oiscJssion proceeded they froze t nat date saying 
tnat t hat v.os lhe date ta.at they had to have , Y.het her 
tne 1?ar ended or no t , tuat they had to ha ve a specific 
date according to which b .eir ex?orters could plan , and 
they felt that January 1 \~ou ld be satisfac tory, though 
they had at firs t v:anted December 1. 
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hOI• , lhe point that O:~car raises is this one, that 
if lhe chan.,c in policJ v.ere pulllclzed here as a change 
v.h' ch v.as initiated in t l,t end of tt.e eur opean var , it 
rould ce a s l:nple matter at home, it v.ould be,reco.;nil:ed 
as a reas ru at le alteration in Lhe policy . 
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!1' , on the other hand, the date at r.hich the British 
B!'e to announce a chance in policy 1\oul d be as of January 
1, and the war is not ended by January 1, U.at there 
\"Oulil be political objections in this country to a t'elaxa­
tlon - an appar er.t r elaxation., though, in effect , it 
·:o uldn' t necessarily n:ean that - of the export policy at 
a time 1·.nen boU. they and OUI'Selves should be de vot in~; 
f Jll efforts t J the prosecution of the ~ar . 

Kor. , lhe British 1·.ill be pt·et ty adamant on the spe­
cil"ic oate . I say the.l r.ill be adamant - as a n.atter of 
fact , I p•rsonall,y con ' t see t hey have any choice . I1' 
you object , the worst t 1.ey can do is to refuse to acc ept 
Lend- Lease , rut t he question as to whet her the political 
objections lo ~ivin.:; 1·.hat they 1.ant .at•e too Gt'eat to :nate 
a fvss about i t, is the issue . 

' 
... L! . JR: I r.ould like to :nake a statel:lent here for 

the benefit of all of you . ..r . ..>lettinius called me up 
t nis :nO I' !lin.;. ..e had ~ui te a long talk and he r~as 
explaining 1·.hy he coulcn ' t be here tooorrow, and made 
his apolo,)es . He r aised one question and made one 
su...;..;es ti on . The quest i on I'. as , do we have t o push the 
barrel over the waterfalls before they leave - conclud e 
t he thing definitely? 'Ihe other thing was , he thOUJht 
t l.at before 1'.8 .;ot too 01Uch of a defini t e a&reemen t, 
tnat somebody - he mentioned Oscar Cox - ou~ht to ~o 
up and see the Ule:nbe rs of l:oth parties of t he Co:nr.ll ttee 
on Appropriations and tell the~ a l ittle something about 
ti is thi ng ani! ~;et their reaction refore l''e &O too far. 

I thou ht t hat r.as an excellent suggestion , Lha t be­
fo re 11e no Loo far , that we do sort of t ell Vihoever t he 
legislation is .;oing to come up before . 
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_ .... Wt. : House Foreiun Affa irs and ->e11ate Foreign 
ltelations • 

..!J, , 1 •• 1ITE: Currie and (;ox have t aken that position. 
I thin:t .:>tale Lepartmen t oueht t o be with them. 

~, . COX : · .. e all ou.-;h t t o be to;:;ether . 
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H. ·~ . Jh : But I t hink t hat before we commit our selves 
too f ar , lhat that is a good suggestion . And t hen I t ake 
it tha t evet•ybody present here can keep his mouth shut, or 
else he w01tl dn ' t be here . The Commit t ee has to 1·.ai t on 
Admiral Leahy to e1plain l'l:at 1 e have don e so he in turn 
can explain it to the President . 

lil 'i'E : I naven ' t ta o<ea to the:~ abou t it yet . 

n.' . • JJ,; I .;ave tlie !'r·esiaent that r eport yesterday 
and the Pre:;ident all'.ays , the fi rst thing, v,ants to know 
v.hat about shios - v. iwt kind of :;hips . '.1ell , I coul dn 't 
t ell him . ..>O he asked me some other questions and sa i d 
he v.o!.! l d like to know r.1ore about it . So I asked him 
if it 1 oul d be a~reeable to him i 1 I explained it. t o 
Au:ni ral Leahy . .:e sai d -r.holly . I stopped in to see 
A!l::~iral J.~:ahy , and his only in t e r est 1·as, a.•e ,.,e making 
ru~y commitments that \\ill ..;o beyond the duration of the 
Pacific rar? I assured him r.e 1.oulcn ' t , r.hi ch 1'.85 all 
r·i.;ht as far as he v.as concerned . Lut I tbouzht. that some­
body 1'rom ::ltat e , FtA, il!. d Treasu r·y, plus a ~; er er al and an 
aci:nl rul, Wj;ht t o call pr etty promptly - if possible today -
on ;.iJmiral Leahy . But he saio he v.anted a memo randum v hi ch 
be could speak to . 

I ~ather tttis t hing hasn ' l seeped up to t he Chief s 
of -'>ta f 1 ; they l< nev: nothinl about it . 1 con •t l ook for 
any troubl e, lut t he th in6 ubht t o be done . So t hat i s 
another reason 1•hy 1·.e can ' t comroi t ourselve s too much 
until first l'•e sell Ad:ni ral Leahy. I don ' t look f or 
any troulle . Hi s on l y wort•y 1·.as , a .·e r.e .;olng to Give 
them anything whi ch they wan t aft e r both wars a1·e over . 
Evidently he had hea r d - and I had heard - of some battle­
ship c~min,: ove r· here t ll8t is .,oinc to cost a lot oi' money . 
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I said , ''lf it is , it hasn 't come to us . " 

Joorrtstnl men tioned v.eeka aeo that they had a big 
pro.;ram . I asked him for it ard he said i t didn ' t come. 
I didn' l think it ;·as up to me to follo"' up. He said he 
nouldn ' t do anything >.ithout sending it over here . 
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But I am just for a minute mentioning my conversation 
v. i th the Presiden t and Admi ral Leahy , and thet. the conver ­
sation this morning with ~lr . ~te ttinius . !io I think we 
are Loine to have to , so to speak, drag our f eet a little 
bit as to 1.hc1 to ;;et do~·.n tn a joint paper, or whatever 
it 1~as . 1hey didn ' t say " joint"; they v.ant to submit their 
report to Churchill to us for approval. Then I think the 
tLin;; 0!1 the liill shoul o l:e done • 

.. :.. . . .... I'i'l:. : I tnink taat Ke;rnes can come back from 
Canada if you hr, ve some time beh.een. 11hat is the final 
date as far as you are concerned? 

h • . • Jil: I urn ,;oing dovn to spend Thanksgiving Vli th 
my son and his v.ife . r run ~;.oing to take a week after that 
and I au, not coming back t o see Keynes or anybody else . 

:.!i,. ~<IIITE : After tna t? 

11. 1.. .frt: I l'ill be bacJ. the week after Thanks1:;i ving . 

~.J\. '.'.uiTE: The boys 
they are pushin3 them too 
problem . I don ' t see l'olty 
ask Keynes to come back. 
~ill be ironed out . 

in FI:.A have been complainine that 
hard fol' the :nagni tude of the 
it is an impossible reque s t to 
by U:at tirnemany of these things 

__ , ... T 11.: Been ,;ivint; tl.em the CI•etton iooods rush? 

-~"· GOX: Yes , that is our old llretton \ oods fulll:ack . 

:.!i1. 7.hiTE : He is turning the t ables , this tlme ! 

... :.~ . Jlt: •ell , I am just thinking out loud , whi ch I 
tr.ink I CUD in this ut·oup . I wn keeping you people posted 
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as to v.hat happened yesterday noon and aJ ta t•noon, and this 
morning. But I t hink the Conbressional thing is very im­
portant . 

u.t . .. t!ITE: ':'ben do y,e still have instructions to 
push ahead and trj to v:ind up by Satur day? 

tt ••.• JR: Yes , I woul d like to carry out the thing. 
a t l eas t v.e nave r eached a poin t where we know what we 
can ot• cannot do, an d I think we mi ;;ht just as well so 
full steam ahead . Laucl, looks a little pale , but Os car 
doesn ' t . 

~ .. C..OX: I think you have to move ahead , because 
:ou can ' t , fo r example , ·o up to Congress for their advice 
unless you knov. pretty clearly ,·,hat you want to do, be­
cause t he minute you open it up--

~lh . 001:. : ~!r . Seci•etaJ•y , ~<dnral ;.:ccormick of the 
t~ avy ran~; me tl.e other da~ and asked me ,·,hen t his s t uff 
\' Oul d descend f r om being 'Top ~ecret . " He said that 
they had this schedule f or 134.5 now, and t hat is the on e 
that they thou~;h t t he r·e 1.as no que s tion but v.hat they v.ould 
c:.o alon;; on , and it l<as an adul nui sance havin~ all the 
pa;>ers held in , and r.!at v.as the ne xt s t ep, according to 
tile protocol? 

I sai d I thou.;ht this l.aan '·t ac:reed until it \',as 
sut.n.itted by the Co= i ttee t o the President and t he Prime 
Minister ; ho1•.evor , they woul d ee t as far as they could on 
a plann in~ basi s and use t l1eir or,n judgtnent as to l'lhether 
on concrete steps they had t o make lhem accorcline to this 
documen t or not . 

E. .. J1, : You had belt ct• lell him t o go easy, because 
he happens to be in t he one field the President is interested 
in . He better hold his nor ses unti l ~dmiral Leahy and 
the Pt•esident have a look ot it . Just as soon as he saw 
ships , tllllt is his meat, ai•d he rlan t s to knoVI v.hat it is . 
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but I don't unt to I.e misunderstood . I think we 
ought no t to slow up any , and tt·y to get just as f ar as 
v.e can . It is only anoth e r day . 

Mn. CtntniE : I t h tnk we can get you t hese maJor 
pt•ot; r ams , but the Chapter 3 it. ems and the collllllercul 
policy thing are l:o lh very difficult things v.h ich I 
hate to rush thl'ou.;h at t he ver y last minute , because I 
t hink it needs a bood deal of thought and consideration • 

... 1 . JR: They haven ' t come to me yet, Lauch . 

' .n • • 1:tiTE: They will l itis a:orning , L:r . Secretar y. 

h. " . JR : I ~ .;;oin~ to stop at twelve o ' clock, 
get. tle:neo , but I am avulable this afternoon . 
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11:~. COX : This po int Frank raised is a very important 
one in t he libhl of what the Sect•etary said , be cause 
this is no longer a Stage II pNgram, you know, even on 
the munitions . It has become a program for the year ' 45 . 
!low, the productions may, in part, be effective - they 
have to act fa irly quickly on the Navy stuff. 

fi .LJI,: Tell t ha t t o Leahy . 

~~it . 
changed. 
of Phase 

i .t!TE: The character 1' l ne negotiations has 
It is a ' 45 pt'OJP!l lll instead cf the firs t year 

II. 

rl • .• Jn: Tell thnt to the J•dmiral . 

Mh. ~·,;:ITE : all 1·i~ht. Did you have any reaction , 
then , as to 1\hethcr it 1s politically neces sary to con­
vert this export policy into a Vl:\-Day or whethe r• it can 
be January 1? Do you want to state your case? 

}.J\ . COX: I 
sentences . 

v.oul d only like to add about t hr•ee 

H.u • ~rt: ile asked me a question . 
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.. :h. \ ,t.ITE : \lscar can restate it. 

Mh. OOX: I only v.an t to add a bout t hr ee sen te llOes . 
1his thinl started out as a Stage II probl em, an d thia 
is an emotional issue l>hich c;oes to s t ra ight pol.itics . 
r~ut emotionally and psycholocically, nobody knows when 
tlte v.ar is going to end on the European phase . The 
british have their ovm local political problems to get 
loinb and be able to start the planning on t he exforts 
as much as possible . 

~e have , I t hink, oversol d the reconversion thing, 
ar d at the same tiwe are reve1•sin~ the field in try in£; to 
create the impr·ess ion not , 1·;nich I think is sound , tltat 
lhe r.ar isn' t over l:y a lonz signt in Europe, and you 
certainl y have to get your production moving to the full 
hilt . 

tio1·,, ol:viously, they have .;ot to play up the January 
1 day, and the My , to my mind , it may hit the public , 
is - "\',ha t i s aJl tnis 1'1at noise and t o- do about the 
Prit ish t:xportin.; from JaltUary 1 on , v.hen our fellows 
are 0 £: tting killed and v.e can ' t get supplies for civi lian 
pu.·pos es as \,ell as r.e got before" - because you may , in 
this rhol e picture, .;et more severe rations --

·~ · ·- · JR : J scar, I can ans1·.er you - if ;ou don ' t mind 
:ny interruptin~ you - I tJ.ink ce1•tain th:nj;s tLat have 
happened , and 1 think the President is going to feel that 
I'•BY from things t La t he said yes terday - I t hink the· 
t hin;; wi 11 be VE-Day and not January 1. 

!,Ji, , C~X : That l: 3 v.ha i ! Mul d a1•gue fo r . 

H. !.:. JI, : If you are askin.: me how I feel , that i s 
it . And if Mr . Chur•chill makes a few mor e speeches like 
ne did in Paris , it may not even be 1fE- Day . So I t hink 
you ;•.i ll find he l'lill unt it VE-Day and not January 1. 
That has nothing to do v.ith - like the Navy and the Army- -

:.L . GOX: .. n I am tryinl to present , llr . Sec,•e t ary, 
is that t hat is a rr~tter of political jud&ment . 
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!,, .. .11\ : I '• ould sat Vi:.- Day . 

l.h, \\HITE : Dean , do you want to presen t your vi ew 
on that ? 

MJt. AC!!E.S\JN: Yes, I oe Ptai nl y do . It is very hard 
for me to uncerstand whethc l' Oscar i s talking about the 
statement of the thing - ho1·. J ou state i.t - or whet her 
he is talking about the t echnical decision ~ich is made , 
tecause ~e get on this thing about emotional attitudes 
tov:ards t..in6s . 'Ihe thinr; I Br.l talking about is not how 
you state it ; 1·.e oan state it in any v.ay th·, t it is de­
siraole t o state it . 'Ihe point I am talki ng about is wnat 
M decide . 

Nov. , the british v.anted to be released from certain 
of t he .. hite Paper o bligalions as of December 1. \•ha t 
1·.e fi nally v1orked out was t na t all t he mater ials which 
v.en t in , of any sort of exports t he br itish were ~,;o ing 
to have , 1·.oul d be out off Len d-Lease on January 1, bang ~ 
tio more r ar. mater•ials v.hich :;o into thei r expor•ts, on 
Janual'Y 1 . .. 

"or. , as of that date , they ou ·ht to be relieved from 
inhibition of ej( ;-ort . ... fiat doesn ' t ;aean they ar•e going 
t o export; they nave said over and over at;ain that they 
at·e not .;oin.;; to export until t heir canpor;er is released 
from the war. 

but the decision v.e Ot.6ht to make i s perfectly clear, 
and t~e v.ill be in another three-weeks debate here if v.e 
sajo to the British, "Beginning Januar y 1 you get no more 
materials of a1.y kind, such as steel , i ron , all these ma­
tel'ials v.hich 60 i nto your expo rts; but you cannot be 
relea sed f r om the \Vhite Paper until some indefinite date 
in t he fut ure ." 

Nov. , that is .;oing to make it i mpossible f or t hem to 
present thi s to the House of Co1:.mons . 

H. !l. .. •lt : I think Oscar car. answe r • ou. 
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h . L.OY. 1 hly point is that wnatever the deoia1on is , 
I t hin, , ol vi oualJ , \'.e oar, all make the bea l case , or 
at l east try lo mak e t he bes l case t hat is availaLle , but 
:>n this apecH'i c point il seems to me t he tr.o ou.,hl to go 
to~t ther; tha t i3 , t hat l he sluff ou.;ht not to be taken 
off Lend- Lease; if you pic• t he VE- Day, t hat they both 
ou;ht to ~o off at t he same ti me, unless you Mnt t o ha ve 
a gap perlod t he re . 

But my only point i~ a mat t er of politics , and it is 
just my ..,ucs s that no matter how you present it , if you 
pick the January 1 date , even i f you do the best job in 
the t e rms of context of Amer ican public opinion , if the 
:-.ar shoul d be going on nhen the announcement is made as 
of January 1, L1e public \'.ill have a great deal of oiffi ­
culty uncerstandin6 all t his hoop- l a about ex:-orts r:hen 
t he r.ar in Europe is not over. .lust t he same us if v.e 
announced a recoi.veJ•sion proeram on January 1 and had a 
lot of catdi tions in it , the public would have greater 
dif flculty t nan they VIOuld i£ Yie said we had a reconver­
sion pro~rarn that begins afte r VE-Day, v.hich is a certain 
indetei'llllnate fact in that you can ' t predict , but it means 
v.hen the German resistance is over . 

ilt. 0 l'o~,I E : It is my dis tinct underst 'lndint; tha t the 
British a t•e prc!la red to cut off all these industrial raw 
materials Januar;t 1, re9at·dless of the course of the war . 
That is the i.npr ession 1 have at the moment . 

· J..!H. \miTE : That is right . 

H. !.Jlt: It isn ' t quite clear in my mind . I mean, if 
r.e stopped furnishine them \\it:1 t hese rav. materials , are 
they ooinc to buy them? 

~. AC1.ESOO : Yes , as of January 1. 

t! . ~ .. Jlt: toes that also mean - does it necessarily relate 
to the export? 
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l.h-.ll.l .. : !Jut if the;t do buy them, lhen lhe, say 
lheJ ou;,;h t t o be free to export . tl ow t hey say, ''We are 
not ~ int; to export because v.e Vlill ha ve t o be working 
on the 1•.ar, but as soon ea lhe 1·.ar is over, 'i\e 'il&nt to 
expo rt . " They '.I ant to go out and get orders and make 
plans , and so forth. 

H . ~~. JR : Then if we say no to thern then v.e are in the 
imJ?ossi ble position of saying t hat v.e don ' t want to be 
pa1d in cash, v.e v.anl to lend- lease after January l. 

1::,. ACEE::iO:I : 'll.at is right . 

n.1' . Jk: 'that doesn ' t sound very good . 
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'.~:-.. WX: You have t o tie the tv.o things to~;ether ; 
one i s i f t hey 

0
et them on Lend-Lease then you have cer­

tain additional r estrictions as t o the commercial exports 
of those things , so tLat they will get a much smaller 
amount ~~here they can ' t export, under exist ing condi tiona, 
t ne Le nd- Lease articles t hemselves or· substantially 
s imilar articles . If the~ pay cash, in the reality of 
the sitt at ion , they 1·.ill, i.n effect , be limited by short 
sunply and t he allocation machinery . So t hat is a practi­
cal matter ; if t he r.a r in Europe is still heavy, they 
v.on ' t be able to .;;et vcrJ :nuch and export very much . 

li ." ' . JR : Oscar , I think t hat you and Dean o~ht to 
;;et to.;ether and aro,tue this a little bit more, prlvately . 
uo you mind? See it ~ou can ' l ~et to~ether . 

,,u,, COX : • ha t is all l'igh.t . 

H. l.!. JH : I t hink you "'ant to accomplish the same thing, 
bu t--

::.,,, \'.1!ITE : Then we will l eave t he e~ort oolicy and 
go to Chapter 3, which is the major remain1ng item - and 
r eciprocal aid of the Army is the second. 

II •• JR: V.by do VIe alMJ S ge t dOl\11 to the last ten 
minutes on t his? Yesterday it ~as si x minutes . 
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...,,, OOX : liarry, 'llill you tal lr long enou.;h for z::e to 
eat an apple? 

ll . l.I. JR: He can talk long enough, but can you keep 
quiet? 
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t.lli. WHITE : They have tentatively agreed, they 
haven 't thoroubhl y cleared , amounts around one hundred and 
t v.enty-fi ve million dollars - tv.enty- five million a month, 
more or l ess ; there is another one hundred and fifty 
mill ion doldars of - I v.as o;oing to say odds aid ends -
fo r various ite.:ns v.hi ch they are in t he process of con­
siderin~:; a:.d f or v.hich t hey will need a ;;ood deal of time 
to go to the bottom of some of them. It >.ould be most un­
likely t nat they will ciet anything like the maximum. 
That leaves three major items, on which no agreement has 
been reached, and ~ l ich I think further discussion at a 
loY.er le vel \\ill not be very productive . 

H . ~: .JR: !~ay I interrupt you, Harry? The ones thA.t 
have t o do - vJhich you tell me t ha t everybody agrees -
t1.a t ltFC or.es them - v hy don ' t we in some way Ol' other 
bring the hl'C into the thing and tell them t hat VIe have 
exe!Lined t his thing, it is a con tract - which it is - t hey 
owe them the money, end this is as &ood a time as any to 
pay it? 

:t.. 'l.!l!':'E : .. e propose to do t hat. 

H.L ~'h. : I \ ouldn ' t wait too long because ~lr. Jones 
doesn ' t move t oo fast . 

l!.R. i'.IIITE: All richt . 
both items tomorrow. 

'l•e can draft the l etter on 

Mit. DAVI DSON: \'•e have letters ready . 

!.!R. Vll!ITE : 'hho is coin.; to sign them? 

L!li. . DAVIDSO~ : 
fine . 

If you r.ould like to sign it, that is 
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!.L,. CUI\;uE: l•e have already had a very formal 
exchanl!:e of letters with Jones on the se two points . 

LIR. COE : I think if we send our letter, and you 
draft one for t he Secretary--

~!!t . 'liHITE : You show me a draft of the one you have 
written . 
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il .~. J~: It could be signed by the Committee - State, 
Treasury , and FEA • 

.At. . ·:.:1ITE: Nov., t he three items r;hich, as I say, I 
cion • t t nink any more discussion at the loMr level is 
30in~ to be fruitful - and to be delicate , 1•e are dumping 
lt in your lap at this stage of the e;ame - one is the 
tobacco; tv.o is t he off-shore su;;ar - the tobacco has 
been increased to one hundred and ten ~illion by virtue 
of cutting do,·.n certain other items--

1.." . Jh: I Mnt somebody to tell me , is the oit;ar etto 
s1ortage due to labor, or due to the amount of tobacco in 
stora6e? I think that is important and we ought to have 
a memorandU!ll on that. ~;y impression is lt ere is plenty 
of tobacco , but l'.e don ' t have t he people to make the 
ci3arettes . I am also under the impression that the 
tobacco is shipped in l eaf fore to bn~land . 

!!,. . mx: 1\o, :nost--

! . • : . . Jit: Sir ,,obe rt :Sinclair said , didn ' t he , Frank , 
~~~t they •anted is leaf tobacco? 

;,., . \miTE : Fot• civilian uses . 

:frt. COX : That is the supplementary thing, but the 
tobacco which is beinti supplied now is in the form of 
tobacco and cigarettes for the sol dierS . Now we are 
goinJ to have t he civilian- -

IU ' . Jh : I think you ou~ht to have a little one- pae;e 
memo aayinz r.lw l the leaf lobacco sl tll&Uon is in t l i s 
country . 

Regraded Unclassified



c 

c 

( 

- .. 4 -

~ ... COE: The,·e v.ould still b e objections , though, 
Mr. Secretary . I think it is our position that al most 
irre spective of the facts , if we say ~e are lend-leasing 
tobacco to civilians , mis representations will get around 
l'hich 1\ill be very hard to check . 

H . : • . J~. : Frank, ,·,hen these 
Hill, that is one of the things 
about - hor. v;oul d the Hill fe el 

~lli. ODE : All ri~ht • 

gentlemen go 
they can ask 
about it , 

up on the 
their advice 
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•• 1K. iiJ:GEll : The1·e is no manpo\\er for curinJ tobacco . 
It isn ' t only processin0 • 

.. . " . JR : A:~d how does the Hill feel about of f - shore 
su~ar . 

~.!h. 1' .. IITE : Then on those two it ems you would like 
to t~ et the r eact i on of people on the Hill? 

.t.1, . Jlt: Yes . I can be convinced- -

.. :h. \.UTE : Thej amount to about t wo hundred million 
dollars - both of them. 

L.~ . J h: tlut 1 ron ' t feel about t hose b.o items t he 
u~ I feel about the airplane contracts . 

~:h. DAVID&. ;~ : I don ' t think there i s much question 
that if you put those items up to the Commi ttee they are 
c...Oing to turn you down . It seems to me that - I can 

not en visar;e the fact tl.a t they \\Ould t ell you to &O ahead 
on those two items if you br ing those up to them. 

!.lli. CURlllE : Tha t is pretty significant in itself, 
isn ' t it? 

L!k. WHITE: Unless you made a very strong case of 
t l:ar financial posit ion . 
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h. ! .•• Jh : 1.11·. Lavldson , t he h tll is funny ; i1 there is 
a h.rge suppl y of tobacco l eaf on hand in North Carolina 
and Vi i'J inia, you r.ill 6el support - if t he 1•e ien •t , you 
don • t . 

But aside !!'om t hat, some one item like thi s , if 
the~ feel uncoope!'a ti ve at. out it , the whole program 
mi~ht f all thl'ough. 

:.m. DAVIDSQ~ : In the firs t place they, like ourselves , 
~i ll not pnrticulaPly want to step up and take responsi ­
bility fO I' ~.bat i s bei ng done. 

H •. . J R: Yes , but if this i s ~;oing to be dumped in my 
l ap !'o!' me t o advise t he P!'es id ent , I definitely v.ant to 
know hov. t he Hill will f eel on t hose tv.o items • 

• !!~ . COX: I think t hat is l'i~ht , tip, SecPetal'y, hut 
I t hink it is dependent on the po1nt you made about 
t obauco . If you knov: the f ac t s and know what position 
you Viant t o take 1~i th the Lon.,ress - I mean, you just 
can • t .,o up lhes·e--

:.ln. ~·J IH: l•e 
Ol' U.!'ee weeks a..;o. 
;;etting them. 

as~ed about t nose f acts at l east two 
I o::;uess some of you!' men aPe still 

ll . ~ . JK: I coul d call up Uarvin Jones and get t hem 
in a half houp, I hope! 

J.lh . OOX: You have to know in advance ii' you o::;o 
on t he l!ill, and be pPetty i'il'lll about what you want t o do, 
because they won • t ta:{e t he r esponsibility if you leave 
it up to the~ col d. 

i! . '' . Jh: r: o1~ , does anybody in this room ,,ant to 
s tand up und fi ght fo r r eopening the airplane contract? 

Wt. I.HITE: All of them - all except L'.axv.ell . 
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... v,.,,JE: _xcepl on this conoition , -· . .Jecreto.J1 , 
you wanted to picK on one item - of uelpin~ the british 
l alance . i.e feel t :,a l ile .• , ould l e less vul net•able t han 
llle olltt rs . Fo r• us to put su..;at• beck at this time we 
can e xplain it on no oU.e t' gr·ound than doing t hut t o pt·o­
se t• ve the british balance . 

H . ~ • Jlt: I don 1 t think you can get General Arnold to 
~ud;e one inch on that thing . You see , you peopl e , I 
don 1 t think, lived tln•ou&h t l.a t thin(t the way I did . Dean 
did - I think he probaHy could conVln ce the Arm;, • 

.lh • .AGr.~~~h : I MS around in 1 42; I think t ha t is 
r hen 'e 11e re tal kin~ al out it. ue diii one it em, you 
t•emember, of some e1._~.ty million , :~hich is just like this . 

Could l'.e l ook at the thine; from the point of viev. of 
1 hat v.e are try in~.. t o do here? The Br itish Paper, on the 
l.asis c.: t he requests \111 lch t hey ha ve made , cut do1·.n as 
they are , claims lhat thei r position will deteriot•ale - tbl 
foreign exchange position will deterio rat e - beeinning 
at the last quarter of 1 44 to the end of 1 45 by six hun­
dred million collars . 

Now t he re is scepticism amon6 those ,,ho kno1•, about 
this , r hether t t.et ''ill really h11ppen . ifarry , I think, 
.:;uesses it rill be nearer one hunci!·ed and fifty or two 
hund:•ed million , slou;:;hin.; off . But i t is soJteT.here in 
betr.ten those tl~o fieu res . 

f• OI\ , the most t •.c t v.e are able to t;et out of 
Chapter' 3 is a little ove r a hundr·ed mUlion dollars . 

1~ . ,,; , JI~ : In v.na t v.ay? 

"l\. ACHESJ!f : Of cash payment s , or removing cash 
payments . So we car. squeeze out about a hundred million . 
hOW , if Harry is richt t hePe rill be fift y million to a 
hundred 10illi on de t c l'iora tion, rhi eh 11e v,ouldn 1 t have 
covered ; if the british a re rit;ht there ~.ill be five 
I undl'cd ci 11 ion . 
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c., , tner·e a.-e only h o t,;r •rps of i teow.s 1 .at r eally 
have <tny promise in tLem at all - or• co::te nearer doin~; 
some t hing ; on e is the airplanes , vhicb is t~o hundred 
und fifty million , and t he olhcr is thi s tobaoco ar.d off ­
a ore sugar• comine; lo about ontt hundred and se ve nty 
million. 

If you allov.ed eit he r one of t hose ite;ns you Muld 
take care o£ v.ua t ever deteriora tion t hel'e r;as t:;oint to 
be, and you r.ould accooplish n at you said v.s.en v.e began 
these .teetint;s, tl1at we wanted lo brint; t hem to the end 
of ' 4.5 in as .;ood shape as pos sible without havi ng them 
suffer . t.ow, that is the poi nt . 

~e either don ' l do it, or ~e hBve t o pick one or 
tt.e other of these t\·,o items . 

232 

!i .. . ~1t: V,'e!l , let me ask you - I am not going to 
ansv.er you now - I don ' t know v.hy i t seems we are always 
dodging the thing and leaving it to the last ~art of the 
n.eetlng . I 1·,oul cl like to start the next meetwg, whenever 
it is , l'.ith this discussion . r:ov., v1heo can 11e meet again? 

:~•·· 'i,tiiTE: Tv.o- tnirty or three? 

.•. : . JR: Three o ' clock Mul d be perfect for me . 

J.{h. v.l!ITE: V•hy don ' t we postpone 1neeting the Bri tish 
un til tomorrov. n.oming? I.e ou~;ht to have a me eting with 
you ( Cu rrie) ne1•e . By then you Vlill have your reports 
on the f ood and oil in ~ritten form tha t coul d be presented 
tomorr01· •• 

•. :i •. CU!u~IE : Yes . There may be kick- t acks f rom Keynes 
this afternoon, bot h on the food an d on the shipping . 

Mk. VIHITE : Don ' t you think, Dean , voe could .nore 
profi tably spend that t ime at this meeting than wi th 
the British? 

•. !h. ACiiE.l>N : Yes , if we could ~,;e t a decision on 
theac points; then M 1ould uot argue l'.i th the J:jrilish 
ony mo r•e, just sa~ , "This is it." 
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. .a •• ~iE I '!'F. : Then v.e 1 eed more time. Ii you want to 
discuss the planes this afte1•noon, then "e OUI)ht to have 
ti.e Army • 

• 
h. l . Jlt: 

o ' clock . 
1 have plenty of time starting at t hree 

-~ 71r.ITE : Then suppose 11e call off t he British 
meeti n.; . 

ii . ~1. JR: \li ll you call Admiral Leahy? 

!.lh . 'A-ulTE : We will try to get him at two o ' cl ock 
or tM-lhirty . 

~~.. AC..EJ0~1 : Do you T.ant to talk Tii th him before 
you have t hese itei!IS finished up? 

::.lt. :~ !UTE : Laybe we could see him tomorr011 morning 
or at fi ve o ' clock- pre ferably to1aorrow morning, I t hink, 
because t he more 1·.e can tell him--

h . , .. JH: I knov, he goes in to see t he President in 
the morning . 

l.':T,. \'.'HI 'IE : .:>uppose you get in touch with him and 
f ind out, but v.e 11ill ne ed a little time. 

li. !!.. JR: I v.ill do l t no11 . I \',ill ask him ho1~ early 
in the morning you can see him. 

(The Secretary places a call fo r admiral Leahy over 
····hi te house phone ) 

.. . : •. JR: (vveJ' telephone) ' .. i ll you let Mrs . Kl otz 
in my or fic e know? I t hank you . 

3he sugges ts nine- tl.ir ty . 

!J.t. COX: He is Secre tary of ;,late today, in case you 
don ' t know it ! 

233 
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.Jc. ACHE::iu1: : <lO I f,on ' t be able t o go to too many 
r .. ee tlngs . 

H • ••• .rn: \'1ell, do you want to come back at t hre e'? 

.,ffi, AChESOI. : Olt , yes , I will come back at t hr ee . 

1llt . V,HITE : Is the date set or v.ill you verify it'? 

.l. ' .. Jh : She \',ill verify it . 

:!,, , ·:.L!Tl:. : Don ' t 'JOU lhink \\e • .ad better call 
Patterson and ForJ•estal ar d i'ind out ,•,hom the;, rant to bo'? 

:t,I' . Jh.: That is ri.;t.l . 
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u.s. Com.ittee on Mutual Lend-Lease Aid 
Between lhe U.s. Ana t he U.K. 

~inutes of lleeting held in Secretary llorgenthau' s 
Office, u.s. Treasury Building, on November 16, 1944, 

at lltlO a.m. 

Present 

Secretary llorgenthau, Chairman 
wr. llhite 
llr. Casaday 
llrs. Klotz 

llr. Acheson 
ll.r. Collado 
llr. Fetter 

llr. Cox 
llr, Angell 
llr. Davidson 
llr. Havlik 
Ur. Coe, Secretary 

Press Reports on ?hase II Discussio~ 

SECRETAHY UGRGEIITHAU stated that at a press conference he had 
made it clear that the British Government and the United States 
Government no>< bad under discuss1.on lend-lease arrangements after 
the end of the -..ar in Europe, t hat a loan was not being contemplated, 
and t hat newspaper reports to the effect that lend-lease goods ~ould 
be used for export fran Great Britain were in error. 

United Kingdom Food Requireoents 

S.:Clll:."'TARY MOROEIITHAU referr ed to Lord Kernes• memorandiiD on 
tho civili~n standard of food consumption in the United Kingdom 
(CSLL(44)2, 14th November 1944), and asked \lhe\ her agreement \oith 
the British had b~en rooched. !JR. CURltiE and MR. DAVIDSON stated 
that agreement had been reached in the FEA to offer to finance the 
whole of the British request, without accepting the principle on 
ll'hich tho requirements •ore calculat ed. Owing to probable future 
shortages in certain items, chiefly carcass meat and fats and oils, 
tho itemized program for such items would list funds sufficient to 
lift the British consiiDption threo-quarters of the wa7 back to 
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British pre"""llr lovela (or U.S. 1944 lnela, whicheftr ~one lower) 
fran the prosent cona1111ption levele. ln addition, the ronainder 
of the British roquest would bo ooverod by a contingency tund to 
bo usod if supplies ore available. Actual food supplies available 
for land-lansing would depend upon allocations by the War Food 
Acininistration, 

SECRETARY IJOJIOENI'IIAU said that he was in tull SJ!IIpathy with 
the desire of the Brit1.sb to achieve easement with rospect to 
food coMUDption. UR. Clll!RIE tho~ht that the PEl proposol would 
satisfy the British representatives but that FEf. specifically de­
sired to avoid caomitment to the principle of full recovery in 
civilian consumption standards. 

MR. COX brieny reviewed the current allocation difficulties 
with respect to meat, and stated that FEA would supply additional 
information on the effect of such allocations upon British and 
Russian food requirements , 

Petroleum Requirements 

UR. DAVlDSOll stated that caoplete agreement had been reached 
with the British at the technical level on petroleUD, \lith respect 
to stocks in the U.K. , the U.S. would control 1945 supplies so as 
to bring stocks down to levels to be agreed upon. Further, i t has 
been a~reed to continue the arrangement by which full proceeds from 
non-sterling exports were paid to the u.s., •nth the condition that, 
if U. K. stocks fall to certain lower levels, the u.s. would receive 
that proportion represented by the U. S. supply to the U.K. in re­
lation to the total U.K. supply. 

U. K. Shipping Progr10:1 

loiR. C1JRRIE reported that agreement had been reached with the 
British on the shipping pragraQ, except for certain coastal 
vessels. tbile the British accepted the FEA proposal to lend­
lease those coastal ships to be used directly in the Japanese War, 
they had rejected the offer of those to be used in the European 
War (and caning off the ways in tho Spring of 1945) on an agree­
ment under Section J(c) of the Lend-Lease Act. In the meantime, 
the 'iiar Department, haliever, has requested all the vessels; and 
this will remove them from the British lend-lease program. 

Other Programs 

UR. CUilltlE reported progress on the recaining progro as 
follO>tSI 

(a) 

(b) 

Raw materials and m1scellaneous industrial commodities -
complete agreement reached with the British 

Dominions and India - agreement practically complete on 
!end-lease items, The problem of reciprocal aid to the 
U. S. Forces remains to be aattled, 
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llR. lJill7E renewed tbe discusnon at the precedin& ceetinc of 
Uw U.S. Subccx:aittee (at. 10:00 •·•·, Noftlaber 16, 1944), indica tine 
that ~otnle a substantial a£"fllent. had been reached by tbe Sub­
committee, the major question of the effective date of freedaa of 
British exports remai.ned to be r esolYed , There followed a dis­
cussion of the effective date of the proposed export policy. In 
view of the lack of aueement , Sl>CREI'AkY UOROEHTHAU requested the 
Subcanmittee to consider the matter fur ther i n an attempt to arrive 
at a canplete and early a~roement , 

Chapter ) Items 

After some disc11sS1on on tobacco and Sll8ar , SECRETARY UORGE!NTHAU 
requested additional information on the supply situation and indi­
cated that Congressional reaction to the lend-leasing of these items 
should be investigated, It was aueed that a further meeting with 
the Army representatives should be held at )tOO p. m. t hat afternoon 
to discuss (a ) t he Brit ish claias with r espect to airplanes and 
engines, and {b) r eciprocal aid fran the Daninions. · 

SECRETARY MCRGENTkAU stat ed that !Ar, Stettinius had made a 
suggest ion, which he endorsed, that the .appropriate Conuessional 
Committees be informed of the substance of the British program and 
of the pr oposed export policy before a final commitment is made, 
Further, he said that, at the President ' s suggestion, a small group 
would 11ait on Admiral Leahy as soon as possible to review the pro­
posed program with him. He further requested llr . Coe to advise t he 
1/avy that the program had not yet bean approved by the President 
and that i t s details should not be made known at operat ing levels, 
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No•e=ber 16, 1944 
12:15 p. m. 

Y.r . Bar-.1ch. 

'iello . 

Hello , H"nry. 

Talking. 

This is Bernie . 

Row are you? 

All right. I tried to get a hold of you last 
Friday-- or Saturday before election . . . . 

Yes . 

just to tell you how I thought things were 
going to go and not to be discouraged by anything 
that Dewey said because it wasn ' t affecting any­
thing. 

Good. 

I knew that you were unhaP?Y abou t it and that ' s 
what I tried to get a hold of you fo r. 

They told me you cancelled the call when I tried 
to out it back . 

Well, I'll tell you I Just said, well, I wasn't 
going to bother him, but all I wanted to say to 
you was , "Don't worry; don ' t be annoyed about 
a nything because i t' s going to be worked out all 
right. 11 And I knew how -- that you were sensl ti ve 
to . . .. 

'II ell , who wouldn ' t be? 

(Laughs ) \~ell , when you win, it doeen ' t make 
any difference. 

'.Yell . .. . 

'4ell , I want to -- I wan t to talk to you about 
this tblng -- I -- I wae -- I saw the President 
the other day q~d did you see Cherwell after he 
came to Be" 11e? 
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Oh , yes. 

How did he seem to react to what I told him? 

Good. 

Now , I want 
about that. 
abou t 1 t a t 

'·/ell ... . 

to talk to yo.• a 11 t tle b1 t more 
Has the President talked to you 

all? 

I went in to see him about luncheon and also 
about a tax program. 

YPe . 

239 

I don 't know whether he suoke to you. I supposed, 
~aturally , he would and I thought I ' d walt until 
he sald something to you before I spilled it all 
to you and go in more details. 

liell , I - - we covered the whole we terfront yes­
t erday . I don ' t know-- of course , we did talk 
about the Kilgore report and that sort of thing. 

Oh, well , that -- that -- I think that -- I think 
oretty soon that you and I had better make medicine 
over that -- over that German control . 

'1ell , when would ;-ou like to do it? 

Well , if I stay here ' till tomorrow, I oen - - I ' ll 
keep open tomorrow morning, unl ess you-- you 're 
probabl y tied up. 

liell , I could . . .. 

You look over your schedule and see how you 're 
fixed for tomor row, Henry . 

Well, I could do it at 9 : 30. 

Oh , listen, what are you tr~ing to do - - get me 
up i n the morning? (Laughs) 

111ell , I ' ve got to go on the Hill at 11 : 00. 

Yeah. 
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'fua t time • ... 

·~ell , let' e • "e 

Do you want to make it 
long - - I' ve go t to leave 
on the Hill. Do you want 
10: 00? 

I don ' t know-- how 
her e at 10:45 to go 
to come over around 

~lell, I could I oan do that. If I get up 
in the morning , I ' ll be ther e . 

'.'iell, you -- you name the time now, what would 
be comfortable for you? 

Well , I ' ll try to get there at about ten minutes 
of ten. 

At ten minutes of ten? 

Yeah , a bout thnt time . 

Tomorrow morning? 

Yeah , is t hat all right? 

What are you going to do at a quarter of ten? 

(Laughs) Well , I just want to be -- I want to 
be certain I ' ll be up. 

(Laughs} I ' ll be waiting for you. 

All right. 

Thank you . 
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November 16, 19~~ 
2:12p.m. 

Hello . 

Colonel l~cCarthy. 

Hell o . 

Yes , Mr. Secretary. 

Good afternoon. 

How are you , sir? 

Flne . Colonel, I would l ike to now send over 
cy proposed speech for next Monday . 

Yes , sir. 

And if there's anythin; like-- in 1t you don ' t 
11ke, if you ' ll call me ...• 

Fine , Mr. Secretary. 

personally 

Yes , sir. 

I ' d appreciate it. 

~:ell , thank you very much. 
to se~ing it er.d ! ' 11 have 
take a look at it , too, if 

I ' m l ooking 
our security 
I may. 

forward 
peo,le 

Yes. :low , to eave oe a little •.rear and tear, once 
it ' s cleared over there could you tell O. W.I . it ' s 
all rlght? 

I certainly shall . 

So t hat I won ' t have to bo ther going through that 
r igmarole . 

•.~ell , I ' ll call Hr. Davis ' office .... 

.... and tell them. Are you ~olng to ret~r i t to 
them , l·lr. Secretary? 
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Well, ve can bu t it it's-- if it's cleared 
by you it won 't be neoe1eary . We normAlly eend 
the spe-ohPa ov~r but th1a has got 10 ~ny 
unusual tigurea. 

Yes , sir. Well , whAt I will do is to tell them 
tha t it ' s all right as tar as t he \~ar Deoartmen t 
is concerned, but then they still wil l probably 
ask to see a copy of it, won ' t they? 

Yeah, but then I give it to them very late. 

{Laughs) All righ t, eir. 

I'll tell you wha t happened once before for your 
guidance. 

Yes . 

When General Harehall made available those figures 
on Sicily 

Yes. 

Elmer Davis got all excited and he wanted 
a Joint relM~e and ha want ed to get in on it 
and everything else. 

•·•e have those troubles ourselves. I know exactly 
what you mean . 

And I don't want to bP bothered to go through 
with it. And he tried to release his ahead of my 
epeec~ and all that damn nonsense. 

Yes , sir , I understand. 

See? 

'!~fell , '~hat I ' ll do is this, once we have it 
cleared here , I ' ll simply oall up and say that 
you ' re working on a speech and we want them to 
know that it ' s all rlght with the War Departmen t. 

Fine. 

And that won 't say anything about when you submit 
1 t to them. 
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I ' ll -lvr 1: :o -hem atout five Qlnutee bef or e 
I co o- t air. 

~lne , e1r, we'll tske cere of that. 

Thank you . 

Yea , l4r . Secre tary . 

All r ight . 

Bye. 

243 

Regraded Unclassified



( 

c 

November 16, 1944 
3:10 p.m. 

AMERICAN DELEG!TION - BRITISH LEND-WSE 

Preaent : General Somervell 
Mr. Lovett 
General Styer 
Mr. Acheson 
Colonel Stewart 
ltr . Cox 
Mr. Collado 
ltr. Coe 
Ur. Currie 
Mr. Davidson 
J.fr.A.ngell 
Mr. Havlik 
Dr. White 
Mr. Casaday 
Mr. Fedder 

H.M. JR: Gentlemen, I don't know who is to blame, 
but we are a little late. 

Anyway, we have now arrived at the difficult stage 
of these negotiations with our friends the British, and 
we are in this Chapter 'three which has to do with 
re-opening some of these contracts. 

We are trying awfully hard to find them some money, 
and some of our good fr lends in this room think it is 
easier to open up the airplane contract than it is to give 
them tobacco for the civilian population. 

I , sitting in this chair for this meeting, will try 
not to take sides, other than I ' d like to get some money 
out of the turnip. I think we have to get it somewhere -
I don't say where - whether it is tobacco or off- shore 
sugar - out of the RFC or out of the Arrq. 

Have I put it well or badl7, Kr. Acheson? 
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Jm. !CHEOOll : Th.a t h clear. 

H • .ll. JR : So if somebody !or the !rrq would let ue 
know how they feel about these contracts, I'd appreciate 
it . 

245 

MR. LOVETT: I suppose, Mr . Secreta~, you are referring 
to the comments made by the British in Chapter Three of 
this Second Phase document. And you ask about the feeling 
of the Arrq. I can state with some accuracy the feeling 
of the Air Forces on it, and I believe that that is im 
consonance wi th the War Department's feeling, although 
the time has been short to go through these files which 
date back to 1941. · 

We feel that we must recommend against it; that is, 
against acceding to the British request that they be 
re-opened. Our feeling is based on two main factors: 
First, that we do not think that the Brftish claim has 
merit in it for the reasons I'll attempt to show; and 
secondly, we feel that going. back and attempting tore­
open the matter may cause grave embarrassment in other ways. 

To be specific, and perhaps t o over-sim~lify it a 
little bit, they referred to what they call aircraft and 
engines that were taken over by the War Department between 
the 7th and 31st of December, 1941" and subsequentl7 the 
so-called "Arnold-Portal" agreement with respect to the 
diversion of aircraft which they state they had ordered 
and p&id for . 

The second item they referred to is the so-called 
"take-out of capital" facilities. 

H.M. JR: May I interrupt you a mi!Dlte? I have not 
studied this for this meeting. It has just been physicalll 
impossible for me to prepare myself, and I wondered if 
you would be sufficiently patient to go back a little bit 
and refresh my memory. I know we had a great discussion ­
there were either 800 or 900 planes ri£bt after Pearl 
Harbor. I haven't looked at this for two years, so you 
will have to be charitable - but right after Pearl Harbor, 
as I recall, there were 800 or 900 planes that you needed 
desperately, and which we took off their lines, so to apeak. 
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And then, as I remember i t, we paid them-­

lm. WUITE: ••• eighty millions--

H.~. JR: •• • for those eight or nine hundred planes. 

MR. WHITE : It was seventy million, and then n.ine 
million was later calculated as the value--seventy-nine 
million dollars. 

MR. LOVETT: We not only paid them for the planes, 
but we also replaced the planes. 

H.M. JR: In Lend-Lease? 
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MR. LOVETT: Yes, sir, subsequent~, so they got their 
military requirements over a period of months. 

H. Ll. JR: It was around eight or nine hundred, waan ' t 
it? 

1m. LOVETT: I don't remember , sir~ut it was aro~d 
eighty .million dollars. ----

MR. COX: That is my recollection, but the amount, I 
think, is quite accurate. 

H.M. JR : And then we \'aid them for them, and now I 
have heard for the first t1me that we replaced them with 
similar planes. 

YR. LOVETT : Or superior planes over a period of 
less time so that the British military requirement has been 
met through the Yllnitions Assignment Board . They have not 
only been repaid for t he items which we seized immediate~ 
following Pearl Harbor to replace the losses at Pearl Harbor 
and adjacent fields, but also they received their military 
requirement on their basic claim.s under Lend-Lease. 

H.M.JR: Are they re- openlng that phase? 

MR. LOVETT : I don't know, sir . 
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MR. ACHESON: No , t hat is anot her. 

MR. LOVETT: But they state that a~ being a precedent, 
which I think I can bring out somewhat more clearly if 
you will let me go back and try to bring you up to date 
on the matter you asked about. . 

H.M. JR : If you would, please . 

MR. LOVETT: In 1941 you wrote the War Department 
under date of October 14, in detail, in which, among 
other things it was stated that .there were outstanding 
contracts for one hundred and fourteen million dollars, 
for which the British have obligated themselves to pay 
dollars, and that is bei ng di scussed with Ur. McCloy. 

I am ·speaking in part from recollection, sir, and 
in part f rom the files, as all of this matter was handled 
through Mr. McCloy, and only the aircraft section referred 
to me . 

Out of that one hundred and fourteen million dollars 
there were forty million dollars' worth of aircraft engines 
contracted for prior to March 11. I suppose that relates 
to the Lend-Lease. 

MR. COX: That is right. 

MR. LOVETT: The Army in defense of Lend-Lease stated 
that everything up to that time had been paid for in cash 
and that Lend-Lease applied to future items, as I recall 
it, in the mili tary field. 

Upon receipt of the request from the Treasury Devartment 
to see if we could help strengthen the~r dollar posit1on by 
taking over these contracts from the British, we then 
arranged to take over forty million dollars ' worth of 
engine contracts as requested by the Treasury by this 
transparent method . To make it clear, we will assume that 
plant A is running a line which produces one thousand 
engines under British contract and five thousand engines 
under Army contracts. The engines are interchangeable. 

..... 
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We, therefore , took over the one thousand engines on the British contract for Amer ican use, and gave them one thou• ~and identical engines under the 1rmf contract; and b.T that device they received the cash in the amount of forty million dollars, and the identical engines . 

Now, it seems to me, t herefore, that the merit of their case i s thin, to say the least, since they not only received delivery in kind, though it may have been at a later date, but the7 also received cash. That wa s in 1941. 

They then assert that payment in part is an indica­tion of inconsistency when we subsequently decided that we could no longer do that, since our appropriations were defined to given classes , 

In connection with the request from the Treasury to supply funds by exchange by takin~ over these contracts, we examined· every type of contract we had. There were a very large number that we could not take over, as, for examnle, if they were building a srcific item for a thirtv caliber gun which we did no use in our types, clearly t here was no method of working that interchange from the same l ine, an~ therefore, i t became impossible. As to certain of the facil ities, i t also became inadvis­able , or at l east appeared unlikely to stand up, because the facility was producing a type of plane in which the Armj· had absolutely no interest and had never used it. 
In those circumstances the file is perfectly clear, t he. correspondence between the War Department and the Treasurz Depar tment as late as this year on the attitude of the 'Nar De{lartment t oward efforts to take over these current facillty contracts except on a rec iprocal aid basis. 

Now, they refer here t o items that were agreed on in 1942 as ~eing t aken over . As I have previously said, py and large the Brit ish received thei r military require­ments through the lrunitions Assignment Board on asserted needs. Th~ got them even though t hey may have come from an American contract as compared with a Bri t ish contract , 
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and we can't see that t hat makes the slightest difference 
in t he British end product. 

As to the take-out of capi tal ex~enditures, we have 
had a list of items which have been taken out, the 
recommendation in each instance being that t he take-out 
be worked out if the Treasury felt it necessary or desir­
able on t he basis of reciprocal aid. 

Le t me give you a case in point. On May 19 of this 
year - in the Packard Company case - the British asserted 
a cost of &~proximately twenty million dollars as repre­
senting t h8lr expenditures in the Packard plant to build 
Roll s Royce engines. The Ar~ subse~uent!Y went in and 
built fac i lities in the amount of th1rty-three million 
dollars, and out of that combined facility - it not being 
segregated, but a single faci l ity - we have delivered to 
the Briti sh as of the middle of !Jay 985 million dollars 
worth of engines . 
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Consequently, in making the answer to the Foreign 
Economic Admlnistration, we pointed out this situation and 
stated that we felt that the oomblned contribution of this 
country and the British in that plant which had produced 
deliveries to t he British of 985 million dollars was a 
matter which the FEA might wish to consider as an offset 
credit item in reciprocal aid. 

H.M.JR: How much are the facilit~es they are asking 
for at Packard? 

MR. LOVE'I'l' : That was twenty m{llion dollars of 
Bri tish funds and thirty- three million dollars of American 
funds. 

H.U. JR: Of m1ich they receiv ed almost a billion 
dollars worth of engines. 

KR. LOVETT : Yes, sir. 

H.M. JR: On an inve stment of tv;enty .million? That 
is a damned good invest ment! 
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MR. LOVETT: On February 1, 1944, after Mr. Denby 
had written the British Ministry of Supply on this subject, 
relating to t he matter of handling this through reciprocal 
aid - that is , giving them a twenty million dollar credit -
they replied to Judge _Patterson as follows: 

"Careful consideration is being given by th.em"-- that 
is, the London group--"to your proposal that the facilit ies 
in question be transferred on a reciprocal aid basis and 
the matter thus terminated. They have reached the con­
clusion that the method of settlement might be left over 
for future consideration, as they do not feel justified 
in present circumstances in agreeing to your pr oposal." 

I think the "future circumstances" - or considerati<Jl -
is what faces us now. 

I won't multiply these cases, Mr. Secretary, unless 
you want t o go into them. 

H.M. JR: I'll ask Mr . Acheson whether he .at all cares 
to argue in behalf of the Br i t ish viewpoint - just as a 
Devil's Advocate. 

DR • . '/HrrE : May I add some facts before that? The 
Army took the position at the time when you had urged them 
t o take out as many of the contracts as they thought they 
could, in order to bring up the balances, that they could 
take care of some of the ordnance - which they did . It 
was a hundred million dollars. They could take care of 
some of the take-outs , which they did. They examined the 
plane situation and t hey said the maximum they could do 
was to take the planes up to January 1 - from December 7 
to Jatn1ary 1; and that was, we thought at the time , a 
hundred million. It became seventy-nine million in the 
final settlement. 

They said t hey were doing that only because of the 
grave urgency of the dollar balances, and that they could 
not go any further. \Vhen the matter was re-opened a 
year or a year and a half ago, they re- canvassed the 
situation and again reiterated thei r position. So at 
the t ime when they took this eeVeJlty-nlne million dollar s 
worth of planes i t was definitely understood it was not 
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t o be a precedent, but it was to mtet an existing urrna.r which th~ did most reluctant~ and at the request o the President at the time. 

JlR. LOVETI': And we have a statement at the State Department that they agreed it would be unreasonable to ask us to open up those contracts again. 
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You see, what we had "t o do was to take a contract which wa s based on Arrnf specifications or AN specifications and match that insofar as possible against some British contract. Then as I have indicated to you, we take over the Brit i sh contract and pay them for it in cash. Then we give them the ~roduct of the American contract and a like amount wh1ch they have asked for on their own contract; so that they get the dollars and the planes and that comes out of ~ appropriations . 

MR. ACHES:>N: What I am not clear about, llr. Secretary, is whether we have yet talked about the principal item which the British put forward . They talk about the eighty million or the seventy-nine millio~and about that Mr . Lovett has talked . We know what has happened and exactly the same thing happened - they got the dollars and they got the {>lanes. In addition to that , there is two hundred and f1fty million representing what the Br itish have paid for planes, vth1ohw~re taken by the United States and not paid for. They say, since that time, of course, the British have received planes far in excess of that value and that that might be an argument which would carry the day; 

H.li. JR : \Ve took two hundred and fifty million of their planes? 

JJR. ACHESON: That is what they say, 
MR. CURRIE: That would make two hundred and twenty­four subsequently. 

MR. WHITE: It went into the pool. 
lm. LOVETT: What happened waa that under the Lend­Lease arrangement we threw aircraft into a pool, and they received their two hundred and fi fty million dollars worth of corresponding aircraft from us. 
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MR. ACHESON: They say that . 

MR. WHITE: May I quote from General !£eyers? It 
was on this general point . The discussion had proceeded 
for sever~l months, the question o~ whether they could 
take over additional amounts beyond the eighty million 
dollars which were suggest ed, and in reply to that par­
ticular point which the British raised, General Meyers 
says, "May I reiterate that in the agreement under which 
the United States is taking over the airplanes in question, 
the following is pertinent : U.K. will receive nine hundred 
and eighty-eight planes from the AAF contracts, and a 
thousand, eight hundred and eighty planes from the Lend­
Lease contracts, making a total of two thousand, eight 
hundred and seventy-seven planes , U.S~ will receive from 
this pool seven hundred. and seventy- three airplanes--from 
the United Kingd·om contract. 11 And he said, "It is merel;r 
an exchan~e in the use of equipment based on strategic 
employment of the minimum amount of shipping • . 

_MR, LOVETT: We left out the hundreds and hundreds 
of ~es that were. ~iven them otherwise. In other words, 
we can see no merit 1n their setting up a two hundred and 
f i fty mi llion gollar claim when they got the two hundred 
and fifty million dollars worth of planes by agreement. 
What happened was that they wanted long- range--what was 
then called 'VLR's, B-24's, and items of t hat sort for 
coastal command, and in order to get them we took some 
other kind, B-17's, f or example, which were not so suitable 
f or t hat work. It was a shuffling out of a pool and was 
not a take-over in t he ordinary sense at all. 

H.M. JR: Mr. Lovett, could I just interrupt for one 
minute? I am a li ttle confused, I thou~ht General 
Somervell was here in connection with thlS problem,· I 
understand he i s here in connection with Reciprocal Aid. 
I want to gi ve General Somervell a chance, How would 
you suggest I proceed? 

MR. LOVETT : I have said ~ say, sir. 

H.M.JR: I mean, I want to get the benefit of 
General Somervell, but on the other hand--you haven't 
said your say, have you? 
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WR. ACHESON: I think we are practically to the 
point of reaching some conclusion about this thing. It 
would be well to stay on it !or five minutes and be 
through with it. · 

H.Y. JR: Is your appointment for four o' clock? 

GENERAL s:>UERVELL: Yes. 

H.li. JR: It is just that I have a--

l!R, ACllESON: The point that I am trying to bring 
out, Ur. Secretary, is that on this engine matter--on 
this airplane matter--the facts which had been brought out 
are exactly the facts that have already been stated. 
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MR. LOVETT: That is where I disagree , Dean. I don' t 
think the facts have already been stated with their proper 
implicn tions. 

JAR. ACHESON: All right, let's say they haven·'t been, 
but they now are . The point is that the British paid 
dollar s on account of some planes which went into a pool; 
a.nd the Brit ish got soCie other planes out of the pool, 

!low, they admit, and everybody' admits, that it that 
is all there i s to it, and if t here is no financial 
problem whyi tho thing is over . They got planes , and 
they paid do lars. Now, the point, as I see it, ·is that 
there i s a financial problem. There is a necessity of 
trying to find some dollars somewhere, and the question 
is, is this the best source we can use to find those 
dollars? And the point is, it is no different f r om what 
was done before , and if you want to find dollars, and i! 
the British position requires your finding dollars, here 
is the source, 

Now, if the ~ is adamant on the thing and they 
won't do it, why then it is not a source , 

~. LOVETT a I disagree that there is the poeaibility 
of finding in this fashion the articles which were interchanged 
were not identical as they were in the identical-engine case, 
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and I feel that the records are so clear as to the War 
Department ' s position that we would be very badlY advised 
to attempt to open this whole th ing up again. VVe had 
much better find them funds through a frank loan or some 
other way of doing it than to go back and skate on the 
thin ice of a claim that they had paid dollars for these 
items and t hat therefore we o~ed them dollars or could now 
go back and pretend that we took over these planes without 
some current quid pro quo. 

MR. ACHESON: You mean they got their exact planes? 

MR. LOVETT: They got the planes which they wanted 
at that time - you bet t hey didl 

DR. WHITE: Not t he exact planes, but you said 
better planes. 

MR. LOVETT: I mean a counterpart, equivalent . 

H.M.JR: Was this before or after March 11, 1942? 

MR. COX : After. 

DR. WIIITE: The discussions started before. They 
continued righ t through ~rch and April. 

MR. COX : It started in 1940 . I think Bob has 
stated the history ve~/ concisely. Lend-Lease went in 
in March, 1941; but you remember in t he fall of 1940 
the thing started of the War Department taking the 
British out of cash contracts that they had placed right 
up to the time--

DR. 1.'ihi TE : They paid dollars for all of that . 

MR. COX : Sure , but we stepped in. It was financial 
assistance. Ordnance stepped in and iir stepped in in_ 
1940, and then it went through and you had tne plant thing 
which came up in 1941. 

H.M. JR: I don't think Oscar is right, but may I 
just get this : These particular planes , could you just 
date them fo r me? 
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llR. LOVETI': Well, t he planes never ha'Ppened at 
a given moment, Mr. Secreta~. They startea in 1941 and 
ran through, I should thillk, to August or September or 1942 
on this type of arrangement . 

DR . \'IHITE : The contracts ended in the fall o! 1942. 

MR. COX: You have a nice legal problem here that no 
one has raised yet . 

DR. ~IHITE : Before you do that, during 1940 the take­
outs were not for financial reasons; they were for other 
reasons . The financial reasons the Secretary didn't 
brine to the fore until a little later than t hat . 

MR. COX : I'll bet you a nickel on that ! 

H.M. JR: He has a letter there from me. I don't 
know what I said . Did I say, "financial"? 

llR. LOVELL: Yes , sir, but that was in 1941, sir. 

MR. COX: I ' ll give you an example that will bring 
it back to you. That was when Mr. Stimson went to Cabinet 
meeting and read a memorandum prepared by McCloy and Palmer 11hich he hadn 't had a chance t o read before, and the 
President teased him about it. It was t he same kind of 
take-out. 

DR. iV."ITE : That constitutes proof in the court , 
but what was it about? 

llR . COX: But the legal questi on involved here is, 
even i f you wanted to take out you would have t o have an 
obligation within the year of the appropriation committed, 
andi as I remember this t hing, most of it took place 
in 941 or 1942 on these items . 

MR . LOVETT : We brou.ldlt that out, Oscar, in one or 
the letters . I have the file here, but-your point is a 
good one . That is one of the matters that was discussed, 
recently, in November of 19.44 . 
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DR. ~iiTE: This is the t hird time this question has come up . It came up once at the period you were speaking about; it came up later when there was an attempt to further increase the balances and we were looking !or various ways of doing it; this is the tliird time . 
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UR. LOVETT : That is right, sir, and it has been a matter of current discussi on in connection wi th certain specific facilities . 

Am. COX : There was one intermediate stage wliere it was exactly the opposite, where the American Government was trying t o get Reverse Lend-Lease . This is the fourth t ime , 

MR. AChESON: Is it a fact t here isn't any money that can be used for this purpose? If that is so--
MR. COX : I don't see' how you can use your present appropriation unless your Fiscal Officers have some suspense accounts . Even if you had some transaction, unless you had a commitment in the year in which the appro?riation was available, you could carry beyond the year 1f you have had an obligation in the year; but you can't undertake an obligation for this which happened two years ago. 

UR. LOVETT: C>.lr Fiscal Officers take precisely the view that Oscar mentions, but they go somewhat further in the sense that we have had to repor t back to the Appropriation Committees the surplus funds which were not expended and get a re-designation of them. 
MR •. ACHESON: There isn 't any money. 
MR. COE: Then vte can drop it. 

H.M. JR: Is it agreeable to you, then, that we drop it? 
UR. ACHESON: If that is correct, there is no use talking about it, Kr. Secretary, because t here isn't any money. If there is no money, I don't see that these considerations would be contr olling. 
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H.M.JR: Let' s drop it, then. 

MR. LOVETT: I was trying to be discreet in saying 
earlier that I thought it would be most unfortunate to 
attempt ·to re-open it. What I mean to say directly is 
I think it would re~uire our going to Confess and making 
the case; and in do1ng so, I think it wil re-open the 
past ones. 

DR. WHITE: At this stage it lfould look just like an 
outright gift, after having turned it down t hree times in 
succession. To pick it up looks like dressing up a f!!t 
to fool somebody or other, because if it was a legit te 
gift it should have been settled when it was carefully 
considered on the previous two occasions . That is mf 
objection. 

H.W. JR : When, after this term is up, if I have to 
come back and explain some of those 1941- 1942 transactions, 
I hope we are all friends! 

UR. LOVETT : I do, too. 

DR. WHITE : The record is pretty clear up to now. 

H.U. JR: I t hink in those days , as len~ as it is 
settled, I didn't want to say it - but I thlnk it is pro­
per that ~. Acheson raised it this morning and I am glad 
he did, because I certainly sweat blood and tears in those 
days t o get them those things. 

MR. ACHESON: Let' s go on to General Somervell. 

H.M. JR: Don't ~u want me to talk about ~ sweat, 
blood, and tears ! 

DR. '!IHITE: This is the ninth time this cat has been 
killed . It' s dead. 

H. !.I . JR: As long as Dean Acheson, himself, says let ';s 
drop it, I kept quiet . I'm glad he brought it up . 

J.!R . ACHESON: Unless you tell me legally there isn' t 
any money - I am not sure I believe you, but I can' t --
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KR. LOVETT: I'll defer to better legal advice, but 
at the present time I don't see how 1944-1945 funds can be 
used to go back to t.ake up a 1941-1942 p~ent . 
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H.J.l. JR: I say it is a dead horse ; I hope .it stays blried. 

GENERAL OOMERVELL: Our point sir, is a very simple 
one and can be stated in a few wo;ls. We made the pr opo­
sition originally that these commitments that were -offered 
by the United States should be made contingent on one by 
Great Britain to regard the Empire as a whole and not as 
individual pieces, and that we should be given a guarant ee 
that reciprocal aid would be furnished by the Commonwealths 
or Dominions on the basis of a guarantee of the U.K. They 
came back with certain language, and I believe you suggested 
certain langua~ (toUr . Acheson). We then submitted 
another paper 1n which we said that it could be accepted 
on the basis of the Dominions - Australia, New Zealand, 
and the Go':ernment of India - furnishing us reciprocal 
aid on the same scale as th~y had heretofore furnished it ;. 
and that any additional aid would be supplied if called 
on, but with the guarantee of the U.K. to foo t the bill 
over and above what they had been furnishing in the past. 

We regard this matter as a purely financial one and 
one for the decision of t he main committee . We don ' t 
care how it is decided, provided we have the guarantee that 
these supplies will b.e furnished us on reciprocal aid and 
at once, without having to haggle. 

DR. VBITE: I am afraid after the discussion which we 
had in which I thought that your colleagues made some sor t 
of a compromise, you not only went back to the original 
position but even to a much stronger position. I think 
we would like t o clarify that, because this letter and the 
record of this letter I don't think is something that we 
could proceed successfully on with the Br itish and I am not 
sure it adequately descr ibes what I thought we had agreed to . 

GENERAL SOYERVELL: What is the difference? 
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J.::!J.. V11l i 'i!: : Do you r.an t to picot it up from there, 
Dean? 
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l!R. ACHESON : Wha t you say in tnis le tter is tnat 
Australia, wi tn the gun ran tee of the British, v,ill guarantee 
e t least as much aid as t hey had last year, and only addi­
tional aid as is necessary for the Japanese war . !·.ovl, they 
can ' t possibly do that . That is en impossible thing to 
ask. I tnink all v.e can ask of them is r1ha t they ere a ek­
ing of us in this document, which is that we put for1·.ard 
certain proposals for the an.ount of stuff that we Ylan t , 
and that you say here tha t financial considerations won 't 
stand i n the ~ay of t ha t , and leaving the allocations 
machi~ery to take ce re of it . This is an absolutely open­
ended guarantee v.hich mi r,ht go to any heights . ••ell, 
you can ' t ask theill to do that. They don ' t ask us to do it . 

f;!::IERAL SOfERVELL : V:e only ask them to furnish us 
~!hat t bey can furnish \Is . 

J,:R. ACH'"'SO;l : I t hink in the fi r st place that has t o 
be made clear, which isn 't clear at all i n this languar;e, 
and secondly, since t he; put 1or1·;ard statements oi how 
much this and that and the other thing--they v.ant us to 
make financial provisions for--I tnink we ought to do that 
v;i t h t bem and say, "here is t he schedule ; !lOY. , supply con­
siderations per.Ditting, t he tr1o of you, British and 
Austr&lians togetner, ull set up the finances and take 
care of so mucu o! this s nd so mucn of the t . " 

lfR. \i':ii ";E: I t nougnt the Aruy replied to tha t that 
they were unable to do so, so we sugges ted a compromise . 
1'hey said the condition 11as too uncertain ; you couldn't 
give that kind of a program at this t ime . 

GENE RAL sa.rERVELL : That i s right; the first thing 
that occurred to us wss for us to make up s lis.t like 
theirs of t he t hings we woul d v.ant to get from them, but 
in view of the great dispa rity in the balance between t he 
United States and Gr•eat Br ilain , we thought it v.as onl y 
fair for us to ask the.n to £ive whatever they could . I 
don ' t think that is an unf~ir demand , 
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l'R. \'.hl1E : I thought the reason for the reluctance 
of the Ar.n.t t o subnlt a program was t he difficulty of 
knowing whet they "ould want in view of the cnanging ci r ­
cumstances . I thought that "e had compromised t his way, 
by saying t11e t thel r;ould be called upon to give in total, 
irrespective of the destination, no ~ore than they had given 
previously; jf they were celled upon to give more, then 
they r~ould have en opportunity--the discussion l'ias for 
t hirty or sixty uays delay--to rai se the issue and say, ''V,e 
are unable to take cere of this additional amount, end we 
v.ent to re- open the question . " That r.oul d have given them 
assurance that your future demands would not exceed the 
past demands, bu t the t you would have the right to determine 
the destination . It mi ght well be India or anywhere else . 
And it beve them the fu rther possibility of opening the 
question in the event that your demands in excess of that 
were such that they felt they couldn ' t meet it . And we 
thought that in addition t o that, you could get assurance 
from them that irrespective of whether or not the stuf f 
was t o go on reciprocal aid or to be paid cash for, you 
were to get whetevel' you wanted that they were able to 
suppl y, the financial question being discussed at a dif­
f eren t time while the supplies were going forward so 
there \',ould be no stop in the supply, though there might 
be discussions going on as to v:hether those additional 
suppl ies would be paid for in cash or whether they would 
constitute recipr ocal aid. Tha t was my unders tandin~ of 
the discussions v1e had in a subsequent meeting at whlch 
our colleagues were present . 

r.EliERAL ~TYEii : t:y understanding was- - I never had any 
i dea that the l'nited States would pay for this reciprocal 
aid. In other v.orda, we assumed t l!a t if t he Commonr1ealth 
dian ' t pay for it t hat .Great Britain woul d pay for the 
excess . 

UR. \\1iiTE : \'Jell , tba t Yia s true . 

G~ERAL STYER: I think there was e proposi tion by 
Mr . Acheson along that line. 

!.lR. \'MITE: The f urther addition being that in the 
event U. K. felt it Ylaa being called upon to pay more than 
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it T.i. shed to, it could re- open the question a a to the 
matter of financing, whether they would pay l'or it or 
take dollat•s for it . I think that was the addi t ion . 

r.EtiERAL SO.:.RVELL : \'.ell, the financial end of it is 
up to you . \',hat 11e can ' t see, however, is this : QIJite 
obviously Lhe demands tha t are going t o be made out in the 
South Pacif ic are going to be greater than t hey have ever 
been . VIe don ' t want to s tart off by limitin~ oursel ves to 
a figure which is based on less int ensi ve effort out lhere, 
and, secondly, in our examination of the question , with a 
balance o1 sometuing like fi ve to one against us, why, we 
couldn • t i.Jnagine our being called on to pay for something. 

1ffi . Vil1I U : Unfor tunately, the basis of compari son 
is not whet they give and we give, but how much their 
balances can afford to let them give . 

GENERAL SQ!.!ERVELL: That is what I say, that is up to 
you, but ~• e Mula like to make tv.o points, one, the demands 
we are going lo make out there are probably going to be 
greater than they have ever been before . \'le are going to 
make en inten sive effort . We want an en~gemen t on their 
part to furnish us Ylha t they can . Cert81nly we want to 
.,e t it right now, v.hen v.e ask for it, and not have to 
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begin a series of negotiati ons to do so . Beyond that, you 
get int o t he financial pi ct ure, end that is not our business . 

J..'R . V.l!I r E: l!.ell, it seems to me that that is a basis 
for easy reconciliation, merely a drafting prbblem . 

}~R. ACHESON: V.'e continually ~et mixed up as we a re 
nol? between supply quet tions and flnancial questions, and 
what t he General is now saying is that he wan ts Australia 
to say that tuey v:ill give everything that they have, but 
I aon ' t think they can be asked to do that. You have to 
have soo.e idea ol l>ha t they are oeing asked to qo from a 
supply poi nt of view. Let • s leave finance out of it. 

GENERAL SO.!I:RVELL : I don ' t see why that is unreasonable . 
In other words, if we find tha t Australia can give us, say, 
more beef than they have been giving without ita hur tinf 
their economy, I don 't see why we shouldn ' t be allowed o 
ask them to do so . 

Regraded Unclassified



( 

- l \1 -

~:R . ACh!"SOtl : Sure, • ou can ask them to do it . This 
is a buerantee that they will do it . 
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GENERAL sa.;:::nvELL : I don' t se o why t hey shouldn 't. 
The only excuse t hey could offer for not fu rnishing--well, 
they have two excuses , one is that it would make it intpossible 
for them to supply their legi time t-& needs, and the other 
one is t he financial . Nov., as fa r as the fi rs t is con-
cerned, i t seems to me they shouldn ' t be allowed to gi ve 
that excuse . 

~:R . ACF.ESOI'l : \'iell, they have to give it just as v.e 
give it . 

GENEW.L SCt'tRVELL : If we ssy it interferes Vii tb our 
legi timate needs , then tha t 1s a good excuse , and that 
is the only excuse they should be a l lowed to give . 

!!R. ACHESON : Yes , but that is not in this draft . 
There is nothing about supply consider•ations . 

!.!R. COX: I am not so sure . that as a practical ma tter 
) his thing can ' t be solved, The U. K. and the Dominions · 
set up a document . 'l'hey say so much for fo od--f or example , 
you have an a~ost paral lel case , They ask for seven 
hundred and some odd thousand tons of meat . It looks 
questionable r;hether it can he supplied, but r.e say if the 
supply is available l'li th all the machinery you have, 11e 
~ill tinance up lo tuat . Kor., the Australians have 
f inanced up to something like eighteen percen t of thoir 
budget . I ~ould think the most practical approach would 
be to parallel the pieces of paper we give tnem . For 
ex8lJlple, in t he U, t\ , f ood and v.ar materials stur'f, we say, 
"Here is so much food, . so much t lli s , so much contingency, 
bec11use ~. e just don ' t know that we are read;y to finance . 
That depends on avai labi lity oi funds f rom Congress .• It 
depends on the allocation and the avail ability of supply 
in tenns of compe tiug demands, that t he thing will be 

· reviewed in the light of changing conditions of t he v.ar 
f rom time to time, but you at least give them an outer 
limit which, if they v.ant to go to their party for fina.ncial 
purposes , t hey can meet . 
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\.hen you get in to t he meat thine, they say the 
~merlcan soldier gets eight pounds per head, end the 
British only fou r , ana so f orth. You just thresh that 
out . But I \';ould t hink you Ylould have to give them your 
best guest , which mi r;ht not be perfect , of so much for 
meat , butter, this, and that, and a contingency account 
which is your finance thing, which means they have at least 
a U\Orel conuni tl!:ent to exercise every effort they can to 
make that carJni tment gooa in tenns of available supply . 

l.ot~ , if they have e bad crop failure , you y,ouldn' t 
r,et any r.hea t i rom them, just because they haven 't got it . 
Or i ! something else happens to t~eir cat tle or dai ry 
production, you wouldn ' t get it . But if you parcel it , it 
seems to me you wouldn 't run i nto much difficulty . Then 
you can &et ary answer out of them. If the amount involved 
i s fifty percent of their budget, then they have t o fa ce 
up t o the financial question e.nd say, '":',e just can't canmit 
out•selves becau!e we haven 't that money en d can ' t get it 
out of our Pe rlie.a1ent ." 

m:;.n:ru-.!.. sa.'rn;I!:LL: Personally, I see no reason why 
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1·.e stlouldn ' t have tne original langue;;e. Thllt states the 
case very cleanly 

1 
an !I that 11ould be 1·;ba t I 11ould reco:mend, 

i n other words , tnat we pu t t his thing in on the oasis of 
tne le.n!)lage ~hich 1·.e used in our original t•eport . Nov;, as 
I ~et it, your proposition is for us to ma~e a list f or th e 
thlngs that Tie itl!IY want to ask Australia for . I don ' t know 
that ,.,e can do that, but we will go into t hat and see what 
v,e can do . 

lie can do this: r.e can do it the voay they do by 
putting in fifty ulillion dollars v.orth of spot il8ks . 
There are a hundred million aollers ' r1orth of spot items . 
Then v.e can ask for anything v.e v.ant . 

MR. ~~I~E : Aren't you unnecessary complicating the 
teek and pos tponin g the time of consummation by that approach? 
Australia dll be ~illing to go along on the general state­
ment provieed you give her some assurance of the upper limit 
in finances . 5he i s willing to depend upon safety devices 
which already exi st in the allocat1on of her supplies, She 
is not raising that question • 

• 
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GENEKAL SOMERVELL: You mean , we just give you an 
over- all dollar figure? 

KR. Whi , E: If M could essure them and say that the 
amount which t hey will be called upon t o supply as reciprocal 
aid r.ill not be in excess of the previous amount, not the 
amount she will be called upon to supply, but as reciprocal 
aid-- that figu re in exces s U. K. will pay. If U. K. feels 
that she cannot pay, she can re- open that case v. ith us, but 
one of financing an d not supply; the question of' supply to 
he determined through whatever agencies have always 
detemined it , 

G!:tiERAl. ~a·r:Rv:u : i'.e say, as I understand it now, to 
Australia, "You r.ill f urni sh us t hese ite:ns up to X dollars . 
AnJtning the t .. e call on you to furnisll over ana above that, 
( ''.f t II · " · guaran ees . 

!:R. \.H I~ E: And tha t U. K. is accorded the privilege 
of re- opening thij question as to whether she can afford to 
pay or whether they wi 11 ha ve to be paid for in dollars , 
But as I see it, the t remains separate 'from the supply 
question. 

GniERAL 5Q\ Llivtll : If you i u tlie 'l' reasury are l'iilling 
to re- open the financial question, of course r.e are , 

~R. \;HI'J'E : i\e haven 't presented that to the British, 
but I thoul;ht that y;as our conclusion, that the question 
of supply will be left to the regular agencies . 

GFJ!ERAL S'fYF.R: This paragraph will state what you 
stated, except ~e did not put in the revision para graph, 
There 1~as some argument as to 1·.bether it r.as a month, two 
rr.onths, or tht•ee months in whi<'h it could be brought up. 

(General Somervell leaves the conference , ) 

!:R. LOVETT : Bill , sitting on the ~idelj.nes and 
knowine nothinG about this , I believe there is one point 
in v.bich perhaps Lhere bas not been a meeting of Lhe minds , 
l:r . Acheson ana Doe tor \'ihi t e have related their plan to 
the inclusion in there of sowe yardstick by which Australia 
mi ght measure her obligations , 
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GEl~ F.ltAL ~.T'lFR : So have v.e . 

MR. LOJETT : V•bereas, the l'anguage in 
understand it--I haven ' t read it- -does not 
limit . 

here a a I 
contain such a 

GEl. F.lli!L f..'IYER: Let me go back to the discussions we 
had the othe r day, ~r . V.hite , ana Ur . Acheson . 

H.t! . JR: A::ay I interrupt you a minute? I have an 
Italian delegation c~ning a t four o' clock, the Minister 
of Finance of Italy. 

l!R. \'.ll l' 'E: I think t his is an item, t~r . Secretary, 
that we can agree on among ourselves . I don ' t think we 
are far apa rt . Fra:~ r;hat has been said, don't you think 
it is possible to work this out? 

MH. ACHF.~ON : I tn~nk so, if they have this re- opening 
busine ss . 

G~!J:HAL ~TYER : \.e intend to carry out your sugt;estion , 
except we left out this revisi on part . 

MR. AC HI:.!>OO : You also don 't have a ceiling. You don ' t 
have anything about "subject to supply considers tions . " 

GFliF.k.AL 5TYF.lt: l n the first place, we assllllle t hat you 
can only take 1\ha t the cow1 t ry can pr oduce and oll that is 
subject to allocation . 

ttR. DAVILBON : Would you have any objection to simply 
writine in there that in proviaing supplies they will be 
provided in accordance with t ne usual allocations procedure? 

!!R. \.h i TE: I don ' t think tds needs any more attention 
fran Ur . Lovett or yourself . I think M can probe bly work 
sanething out. 

H .L! . JR: Before you break up, let's get the schedule . 

Lord Keynes asked me i f he could see me nt four - thirty. 
Did you ea t a message, !.!r . Coe? I v.anted you here, and Mr . 
~.blt e . I don 't knov. what he 1\an ts . 
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}.!R. l',l!I~ E: I would like to correct something I said 
t his :norning that is important , I t hink 1 said Lhe FF.A 
considered the tobacco case as a possi bility, and Lauch 
informs me t hat their view is to disapprove of the tobacco 
even t hough t he people on the hill mi ght say that it is a 
possible thing . They con't t hink that is one of the alter­
natives . Am I correct, Lauch? 

l.~R . ctRitiE : Yes . 

H.lf , JR: Are you scared of the new Congressmen? 

MR. CtlHIUB : Yes . I think YThat Lord Keynes maybe 
wanted to take up with you, .t.; r . Secretary, is the snarl 
11e got into on the coastal shi ps . They have objected 
violently t o transferrine those to the Army. And I have 
suggested--! don 't knov. l'•het her Frank g ot word oack or 
not- - that VIe a.i ght get ahead v. ith the program by taking 
out the shippine program and agreeing on that, because i t 
looks li ke a series of conferences on the shipping. \,e 
can approve ell the rest . 

H. t: . JR: \'.ill somebody be here besides l!r . Coe from 
FEll? I don ' t lmow whet he is going to discuss , 

t oo ! 

L!R. CL\Rl ~ : \'.e r.ill be up lbe hall, probe hly . 

H.!.1 . Jl\ : Ho1, about Ste te? 

t:R. A Cli1.Sm: : I tnink I will probably be up the hall, 

J.:h. COE : Bef ore you see him, !:r . Secretary, do you 
1\I!Dt t o canvass the g roup as to whether 11e are reedy to 
meet with the British tomorrow morning, or 1·.hen? 1 am 
sure t hat is one t oing he wi~l want . 

AfR , \',h i TE : 'There is no v.ey of dodging that Friday 
morni ng meeting. 

H .1: . JR : It sounds plain silly , but if you ere going 
to meet with me tomorrow mornin g, is eight- thirty--
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t.:R. \'a'.I'TE : That i8 not s i lly; that is cruol . 

H.M. JR: That is, if they have Cabinet tanorrow--1 
am fre e if they have no Cabin et, but othe~ise--

Mit. \'.lil 'IE : Evening is bet ter than the middle oi' the 
ni ght . 

H.t!. JR: Or I can meet after Cabinet, but I have an 
i mpossible schedule . 

l'R. ACF.ESON : You miJ!h t do it late ·in the afternoon . 

H.L JR: I could do it a t four o ' clock . 

tilL !ICHtSQ1l : The t i s better. 

t~lt . LOVETT : I can't tell you what a comfort it is, 
t:r . Secretary, to come over and br ing my little headache 
anrl put it on t ne f loor and let the others swell all over 
i t . 

H.1! . JR: Did you knov. Oscar Y/e.s going· to say it was 
i llegal? 

J.:R. CCX: I didn ' t know, myself . 
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~JO? TO? SECRJ.'T COP! NO~ _1_ 268 

u.s. Committ ee on Uutual Lend-Lease Aid 
Betwe•n the United States ant! the United K!nsdan 

lolinutes ot lleetiog in Secretary llorgenthau' s 
Office on Noveaber 161 19441 at J•lO P. lol . 

Present 

Secretary J.lorgentho.u, Chairman 
Ur . ilhite 
llr. Casaday 
llrs. Klotz 

General Somervell 
Mr . Lovett 
General Styer 
Colonel Stewart 

Ur . Acheson 
l!r. Collado 
lolr. Fetter 

l!r. Currie 
llr. cox 
Mr. Angell 
Mr . Davidson 
L!r. Havlik 
llr . Coe, Secretary 

British Chapter J Claims on Airplanes and l!otors 

UR. LOVETT stated that the feeling o! the Air Forces, which 
was 1n consonance 1nth that of the ilar Department, \188 against re­
opening the claims, which had been considered in the past, because 
the British claim had no merit , and a reoponing might cause embar­
rassment in other respects . The United States had replaced the 
planes taken over fran the British in December, 1941 and undar the 
so-called "Arnold-Portal" agreecent and at a later time had fi.lled 
the British military requirements through the Munitions Assignoents 
Board. Further, as a measure of financial assistance, the War De­
partment had assur.~ed the ~40 mi.llion of British contracts !or engines, 
althou0h it continued to furnish the British with the equipment pro­
duced under the contracts . Tlith respect to "take-outs" of capital 
facilities contracts, he pointed out , as an example, t hat the British 
had invested ~20 m.illion in the Packard plant, which was augmented by 

$JJ million of United Stat.s Army funds; in comparison, deliveriea of 
Packard e~~~P-nes by llay 1944 to Britain had •ounted to $98S mill1on. 
He thought t hat it would be appropriate to record the $20 million of 
British investment as reciprocal aid, altho~h the British had de­
clined to do so, preferring to leave it ! or future settlement , 
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)lit. VOOTE stated that it had been understood that the trene­

aetion in which the United States paid the British $?9 million 

for airplanee t aken over in December 1941 was not a precedent for 

payment of tho present claims. )lit. LOVh'rT pointed out that we 

bad paid t he British cash in that ease and that in addition we 

had provided thea a larger value of like equipment under lend­

lease. 

!Alt . ACHESON stated that the problem presented was a finane.ial 

one; if the British faced no difficulty now there would be no need 

! or considering the question. Ho><ever, since t here 10as a !i.nancial 

problem, the possible payment !or the British claims ought to be 

considered as a means of solvin" the present British financial 

problem. !JR. LOVh'TT indJ.eated that it would be difficult for the 

Army to find the funds for such payments. WR. COX po1nted out that 

there ,.as a legal question, in vie>~ of the fact that the obligation 

of funds for the proposed payments would have to take place within 

tho year of the appropriation committed. WR. LOVh'TT'further pointed 

out that the Army had earmarked no funds for such payments, and, 

since surpluses had been reappropriated by Congress, the Army could 

not find the reqU1site funds without an appropriation fran Congress, 

whi,ch '1ould be dif'!icul t to explain. 

It was agreed that the Br1tish r equest should be disapproved, 

in view of the past history of the transact1ons end the unavaila­

bility of funds. 

Reciprocal Aid and Army ltequirements 

26 9 

SECRi>'TAHY UGRGENTHAU stated that ho hoped it would be possible 

to cof.~ to an agreement with respect to tho conditions under which 

the British Dom101ons furnish rec1procal aid to the Un1ted States 

Forces. GEN!::ItAL SQI.c.Rva.L stated that the Army desired to obtain 

reciprocal aid supplies without reference to the distribution of the 

financial burden >.1thin the &pire, and that it >.as willing to accept 

an agreement that the Dom1nions would continue to supply reciprocal 

aid on the same scale as in the past, >•ith a guarantee fran the U. K. 

that it would underwrite that part of reciprocal aid in excess of 

the amounts be1.ng financed by the Dominions. 

JIR. ACH.t>SON stated that the letter of November 14, 1944, fran 

Under Secretary of ;7ar Patterson to the Secretary of the Treasury 

(CCLL:U.S. No. 44), could be interpreted as a request. for an open­

ended guarantee for rec1.procal aid from the Dominions which they 

could not be expected t o accept. He thought that it would be de­

sirable to furnish the Dominions with a statement of the supplies 

required by the United States Forces on reciprocal aid, to ascer­

tain whether the reqU1rements could be met in fact. GENERAL 

S(l!.::I!VELL stated thut l. t would be dl.!ficult to formulate any sub­

stantially accurate statement of requirements at this time, but 

he indicated t hat he would investigate the possibility of making 

a schedule of requirements from the Domi01ons for reciprocal aid, 
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In fact, ho~ever, the Damin1ons would not be called upon to 
provide more then .. as a vulablo 1 althoUj,h the d•ands of the 
United States Forces in the South .. eat Paeific and ad.jacent area• 
"flould increase. He desired an aselll'ance of pranpt delivery upon 
request of the United States Forces, and, beyond that, he 11aa 
... ~lling to leave the financial question to be settled by the 
Treasury, FEA

1 
and the State Department. UR. ACHESON pointed 

out that the ArmY latter offered no protection to Australia with 
respect to the amounts they miQht be called upon to supply. 

UR. WHITE sunmarized a I)Ossible arrangement which had pre­
viously been discussed with General Styer. There would be a 
joint agreement by " nl.ch the Danl.nl.ons uould undertake to provide 
reciprocal aid in the same quant1tl.es as heretofore; if these 
quantities were exceeded, the question of financial underwriting 
could be opened for d1scuss1on on due notice, ranging, say, !rom 
t hirty to ninety days. There would be no restrictions on destina­
tlon; the flaw of supplies would be regulated by allocations. 
Further, i .n response to an inquiry by ~neral Sanervell1 l!R. l'IHI'l'E 
stated that the proposal was that the U.K. should pay for the 
amounts requ1red by the United States Forces in excess of the 
Dominion quotas, with the rl.~ht to reopen the question if it felt 
the burden too great . After further discussion, it "as agreed 
that the u.s. Sub-Committee would meet immediately with the Army 
representative~ to work out an agreod u.s. position. 

Further Busl.ness 

270 

!.!R. ~OROENTHAU stated that he would receive Lord Keynes at 
4:)0 that afternoon, and requested uessrs. coe and \lhite to join 
him at that tiJne. It was agreed to meet ;<ith British representatives 
at 4 O•clock on November 171 1944. 

I 
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po11a£ ougQ41tur:n5Jbe tJh1tf4 ltpc4FII 

loti br p. k , MeabtEI 

1 . Tho whole position or oil aa a ouitablo commodity tor reverie 
Lend- Looso porhapa dosorvos to bo oons idorod , Tho British obtain 
t heir oil !rom Babroin, Persia, Curacao, Iraqt Esypt and Trinidad. 
All those sources ot supply, aport rroa Trinidad, 11o outside the 
Bri tish Commonwealth. It has boon a feneral principlo that we 
do not civo reverso Lend-Lease whoro t involvoa tho O,X, 1n caoh 
oxpondituro outside tho British Coaoonwualth, Tho only, but not 
perhaps sufficient, justification tor the present arrancemonto 
into which WI) havo sra4ually sl1ppo4, 1s tho t act thot the oil 
!rom all those source• soos into a ainslo pool, so that it is 
difficult or impossible to say in a4vanco from which source ovor 
a period or tho year tho oil provided to tho American torcoa is 
drawn, although this could bo approximatoly estcbliahod attar 
tho ovont; and secondly~ that cer tain or tho componioa concerned 
aro British or 1orcoly British concerns , thouch oporotinc outside 
British territory. Whon it was provisionally docidod to provide 
oil from Bahrain and Curacao on r ovorso Lend- Leasot it was 
agreod that this docision. might bore-considered orter six months' 
time in tho light of tho dol.lar expenditure being incurrod. In 
this coso, ther otoro , it would bo tully 1n accordanco with 
previous arrongemonts tha t tho position should be looked into 
asa1n, We think, however, tbat t ho position aa a whole requiroa 
r a- conaidoration owtnc to t he icoonsoly creator quantities or oil 
now bain& turnishod and to be turnishod on r ever se Lend- Lease on 
account ot tho movement of ~rican ohipp1ng and tor cos into 
Enst.orn wttt ors. 

Taki ng everything into account, wo should fool that 
tho position was sutticiontly mot if by soma formula or other 
we could be r oimburse4 $60 to $100 millions or tho expenditure 
in exter nal currencies w1 th which t ho supply or r ovorso Lend- Loan 
oil involves us . Tho possiblo formulas under which this result 
could be socurod aro i ndicntod below • . 

2 , Duri ng t ho di scussion at tho Combined Sub-Commi ttoo 
Meeting on the 15th Novombor, wo mentioned o figuro ot about $100 
million os tho totol annuol dollar outlay involved in producing 
storlina oil , and undortook to provide turthor dota1ls . 

3. In tho revisod 8St1mato or the balance or pQ)'DS.nts 
batwoen tho o.x. and o.s. in 19450 circulctod on tho Btb lloveabor , 
19440 a total or $loB million wao ohown oa cash dollar expenditure 
i n connection with oil. rhot tisuro woo mado up oa tollcwsl• 

• Millipp 

Dollar purchase a ot crude oil t or Bri tiab 
r etlnorioa 22 

Dollar rOJaltiea OD l eciproeal U4 oU no. 
CUracao I 

*1JlteD4DCO Jqut..-at - 14 

C4p1 tal lqul ... at - 40 
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Dollar outlar all 11et 'lla1aMe or u .a, 
oil oupplle4 t o ao..-Br ltloh Areao 

Other oil tlol4 oxponaoo 1noludlac 
r oylll.Uoo payable 111 4olluo • 

Total 

9 

lo8 

4, We IU&COsted that ODil 'fltJ.:f in which the O,Jt, dollar 
r oservo could be increased woo i t the U,S, would acree to 
purchaeo tor dollars certain oil now beiDI euppliod on Reoiprooel 
Aid - nomelyt that drawn !rom Curacao .t Bahrein, The pa,....nt by tho u .~. ror oil drawn !rom these sourcoe involves a higher 
dollar outlay than oil from other Br itish aourcoa , It ie 
osttmoted 1t tho u .s. agrood to pay for their roquiremente fro. 
Curacao and Bahrein the total involved 1n 1945 would be $69 
million 1n roepoct ot curacao and $31 million 1ft raopeat at 
Bahrelll, This would give a total or $100, 1!\l.llion which waa tM highest ticuro mentioned nt the discussion on tho 15th November , 
While it is 1 of course , ror tho u.s , to decide wbot would bel 
!rom thoir standpoint, tho moat defensible torm ot prosentot on ot oxponditure in connection with oil , it ia suggested that 
from on a4m1nistrative atnndpoint a purchnso or curacao and 
Bahrein oil on the linea proposed would be tho eimplost 
course t o pursue. 

5, Ir this clear cut courso cannot be takon, an altar-
native would be to arranco tor tho ro1cbw'sotl0nt to tho O,Jt, 
or tho dollar outco1ngs nccouary to oa1ntn1n tho output ot 
sterling oil !or wor purposoe , On turthor .considarotion we 
agree that tho figure or $40, million shown in porasraph 2 
n bovo as oxpondi turo on co pi tol equipment ought not to be 
regarded os wholly attributable to tho cos t of securing high 
starling oil output tor wnr purposes. It this tiguro were ox­
eluded tho dollar outgoings would amount to $65 million, 
6, A third course - but one yieldibl considerably less 
dollars - would be to ro1nburse the U, IC, tho cost ot the eru4o oil purchaeod tor dollars tor the Curacao nnd Bahrein retineriee , 
This would give $22. million in 1945 - tho lowoat figure 
montionod ~ It this payment wore made rotrospoct1vo with ot!oot 
!rom tho dote in 1944 from Tthich oil from t he Curacao and Bahrein rotinorio a f/as onde ovollablo on Reciprocal Aiel tho figure would become $38; million. It r eimbursement !or tho dollar royaltio• 
in Vonozuola on Reciprocal Aid woro added tho figure~ would 
become $36, cillion and $46, million r&spectively, 

7. An additional (nnd odm1nistrat1volJ' e111y) wny of 
providing dollars would bo tor the u .s . to p!IJ' tor the benzol 
which is at prepont being mode available trom tho U,IC, on 
Reciprocal Aid tor retinlllg in u. s . rotinerioa , On the basis 
of current prosrAnminc, this would provi de about $16-20 milliono 
o year, It this course woro adopted in addition to that sucl••t­ed 1n the procodins parosroph! tho figures would become, say1 $52· 55 milli ons nnd •62-65 m1 lions rospectively--i•• • rouch17 
a ticure ot the some ordor ae Ulat mentioned at the end at paragraph 4 , 
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!..2.l liOII! 

11/16/44 

-- N. A.A.F. I, REQUIIIOISNTS --
' 

The plll'Chases now beiia& made by N;A.A.F. I. in the 
United States are approxillatelyl -

81sou1ts 
Beer 
Su,ar Candy 
Chewing Om 
Fruit Squashes 
Lemon Juice Powder 
ileet Extract 
Pickles 
Vegetable Extrac~ 
Sundry Food Items 

1 
2 
ll 
1 

I 
\ 3/4 .· 

I 9 millipn 

Hops and }!al t 
Razor Blades 
).latches 
Toothpaste 
Beer Bottles (sent to 
Canada t o be fHled) 

Handkerchiefs 
Tennis Balls 
Odchents 
Freight (ocean and inland) t l S million 

Two particular points arise in connec~ion with these 
requirementst-

l~ As the u.s. 17ar Department can no doubt confirm, troops are 
unwilling to purchase goods unless they are of the type and quality 
to which t hey are accustomed to bl!iY• For eXSIIple, they would not 
take chocolate if it is the sue chocolate as tbtt which they 
normally get as part of their rations . 

2, There are a large and varied n~ber of itas, II~ of these 
require special pacldng} for man,y it is necessary (with the ~~Kllinc 
of the u.s. Service Depart.nents) to obtain priorities trc:a the W, P, B, 
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To bring tt. procur•ent ot all theM it.lli Wider tM 

nonnnl. Lend•Leaee proetdure w9uld throw a l arge count of acbinie­

tra t i ve wo~k on the Lend-Least machinery, administrative work which 

requires considerabl e technical knowledge t o deal with the pointe 

set out above. 

If, t herefore , it is agreed in principle that these 

items can be provided on Lend-Lease, it is suggested that dis­

cus sions should take place with, say, the u. s. War Department, 

wit h a view to finding out the best method f or deal'lng with the 

situation, It ~ight be found convenient to retain the preaent 

organization which N.A.A.F. I . have built up , thus N.A.A.F.I . 

would pay for t he goods in the first i nstance obt aining reimburse­

ment afterwards under t he same kind of procedure as is adopted in 

the case of certain shipping services and supplies. The U. s. War 

Department would no doubt r equire certain safeguards but we are 

confident that with the experience which they have with their own 

Post Exchanges, agreeme:>t could speedily be secured. .· 

. .. 
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NOV 16 1944 

Z.U ,.... ._ ..... I 

IIIMII ,_. ,_ ,_. le\W .6 ht ... 14, ." 
na\1fll \II& \ * •• oepart '• •• *" lll(laa1 1 t 
ud \lie MU.b ..,_eau.,.. ... aput *' 0111 
1'- of tJI .S.WCIIl lltl' ._.Ill T 2 ?e'ee I 7 11 wt.U 
I 1a eft t2tt IIPJ ..,. 1 ' 1$5 3 

Je ef lll'l\Ua 
Rl 1 .. ..U. ._ W1tw DISia .... t .U I II 
\lie 10• el ..... 110 a 10. I 9 0 'e \e tJ.-.170 
\o ....... * ............... t 2 ?•J• --· -
~ ~ 111 ilia.., JCUCI •• 

(SigMCil H. Morgenthallo .It, . 

.... * ....... '· .. --. ..... ........ ~.~-.. 
-.1\t.ae lliltt ... 
JOUll C-\1\..U.1 
...... , ..... , J),O, 
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WAR DEPARTMENT 

WASHINGTON 

TOt, SECRET 

b BDDonllle 

!ba s.or.tary ot tM !Z'ean17 

Dear Ill'. s.or.tarT• 

NOV 1 t 1944 

u 1ncHoaW b7 Slr Robert S1Dolair at tM -t.illi liNd 
in )"'IIZ' ot11oe oa PJ'i~, 10 •-.r, tMn 1a a clllpl.1oat.1o11 ae 
beti!Mn the 'l'ar ~t. eobedllle ot ~ eq•dpert. Uld t.bl · 
111.17 Depal'tMIIt. eohedule with r•~t. ~ tnct!nc 't'ebl.ole• traobc1. 
OlD pap S ot tbl 'l'ar ~t •oMdul.e ot 01'0111111 eqlli:pMzat, tblre 
appean aza a ~ted re~t tor L-nct1 na 't'eb1ole• !r&Ob4 tot.al.-
11nc t S2,60l,uo, lbi• fi&Ure 1zaol:adK tbl nhlol.ae tJ w tb ... , 
8pAI'e parte, u -t. ADd aU otblr azaoil.l.ar7 char&e•• Dl the 11P7 '• 
Rhedlll• ot aooept.ed req~e, t.blre appeara a tipre ot 
$321000,000 tor the - nb1ole•• 

B.Y ecree-t beti!MII the war ~t, t.bl 11W7 Dlpart.­
~t. IIDd Brit.18b bpreMDtaU• .. , 1t 1a nca .. t.ect t.bat. t~~~war 
Jlllpart.nt•s aooept.anoe with re&ard to t.hill itea be l.iJiit.scl to t.bl 
.,._11t for the nhiole• ADd Ulat tbl IIP7'• aooeptuae ot the 
requi.raat. tor the fthicle re81ll u pre~ •tated. 

It h, therefore, rep•tac! that t.bl it.. retenoed to 
ebon in t.ha -.r ~ eoJw!ul• llllould read u f oJl •• 

.u-zat ADd Fire Colltzol. Dill~• 
!or Ianc!'n& Vehicle• !r&olcecl 

in lieu of tbl preNnt re.ru~ to Land1J:I& Veh1clu TnoW ADd 
at a total nlue of IS2160l,ll0e 

'l'bis alteration ot tbl 110bldule reltlllt • in a reduot.iao 
in t be total dollar nlue ot th• war DlpartMDt•• aooept.azaoe to the 
extant ot $49,S37,81a0. u •eMK, tbl ~would be u t oll.Gna 

Bstiaat.ed tb»linred Phase n (u.s. Period I) total 
Belem8. 0 t 1944 J.!R ~ 

$179,631,728 

TOP SECRET 

t n8,7l8,226 

lliDNt r. ret.-.. 
.... a.onv.r, ot ... 
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OF ' IKfl YORK 

Nc:>vember 16, 1944 

COtlTIDE2lTTAL 

Dea r \•r . Secretary: .\ttention: ' lr. 11. "' • l'lhi te 

T am enclos l np our coopiU.tion ! or tte 'lft'A" ended 

!lnvll!l'be r 8 , 1944, showing dollar disbursements QUt o! the llritiah 

rnp) re and French s~r.ou:1t.s at t!>i s bani< and the means by whlch 

these expendi turos wel'e financed . 

Very tn•lY yoors, 

/s/ L. ·r. . Knoke 

L. l .. Knoke, 
Vi ce Presiden t . 

The Honora ble Honry Me t'ge nthau, Jr . , 
Secr..•tary of the Treasury, 
~as~t~ton 25, I .C. 

Enclo$Ure 

C I "( 
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!II.UUI! DIPAR!IIIft 

omca 111 ,.. SIICRE!AI! 

.... 1ftd \ld.a daw taa u. IIIMral a.orwoe lank 
of In Yoltt1 f or U. oonNdM\ial 1nto-Uon of * 
Seorew., of b bNR171 ocwp!h\lon for ta.-* 
onde4 ·-·r a, 1944, Uolri .. dollar diobaro w 
au\ of tho lr1Uob ~iro allll PRMh aooouaw a\ \Ill 
..S.ral "-• •rwoe ~Jc of lin Yoltt and \llo -ne 'b)' 
'llbicb tbooo upoaditmooo ... n~. 
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Grace 
Tully : 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HI~Jr : 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HI~Jr: 

T: 

Mr. Secretary , how ar~ you, eir? 

Very well. 

That' s good. 

How are you? 

Fi ne, thank you. 

lfoueber 16, 19" 
5127 p ••• 

I thought you were a little on the serious 
side yesterday . 

No , I wasn't. It was just that I had a !ew 
little things to check and .... 

Yee . 

I' m always out or breath running , trying 
to ca tch up With him so I can get the answers. 

When is that nice man that you work tor going 
to tell us ~~here he ' s going to be Sunday night? 

I don 't know that he ' s made up mind; I haven't 
heard yet. 

Ah •• • • 

Sunday night is your broadcast i! he ' s here, 
huh? 

Yeah. Are you going to see blm? 

Yeah , I expect to; I haven ' t gotten in there 
yet aod it 's now halt-past five . I haven 't seen 
him all day excep t a glimpse of him when I had 
to go in to get something signed, but actually 
I haven 't done any work with hlm today. 

Well, tell him to quit ki dding. 

(Laughs ) 

Because w1ll you? 

Yeah. 
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HMJr: 

T: 

HMJr: 

T: 

Hl~Jr: 

T: 

HMJr : 

T: 

c HMJr: 

T: 

HMJr: 

T: 

HMJr : 

T: 

Hl~Jr : 

T: 

HMJr: 

T: 

- 2 -

And aee i t you can find out because -- the poi nt 
i a we had this thing and he said it wa~ too long 
eo we're rewriting 1t for e1x hundred worde. 
That ' s what he wanted. Well , that's eaey enough. 

Uh huh. 

But it he isn't going to do it, then he's got to 
make a r ecord. 

Uh huh. 

We ' ve got to set the th1ng up , you know .... 

Yeah. 

... . and f1nd the time and all t hat rigmarole. 

Uh huh. Well , l et me find out 1f he ' s made up 
his mind about the week-end and if he has, I 'll 
let you know, and if he ' s not to be here, then 
we'll -- I ' ll let you know that so you can - ­
and se~ lf we can find the t i me -- l e t St eve 
work ou~ a time when he can make the r ecord. 

Well , we ' ve been after Steve and Steve knows 
nothing . 

'tl ell .... 

I mean he doesn ' t know any more t han I do. 

292 

No , and I don 't know either, you see. He ' s the 
only one t ha t knows or maybe he - - even he doesn ' t 
know. 

Well, give him the "woiks" . 

All right , fine . (Laughs ) I'll go to work on 
him. 

Say, wasn't that tunny yesterday . I finally got 

(Coughs) You finally what? 

God , you sound as though you really ...• 

Oh , sure , on my way to Denver. 
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HJ.!Jr: 

T: 

HI4Jr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr : 

T: 

H14Jr: 

C> T: 

- 3-

I finally go t him to put it on a pi@ce or paper. 

t1h huh. 

And then he put it 1n his pocket. 

Yeah. {Laughs) 

What a man. 

{Laughs ) 

But I suppose someday those papers will be coming 
over. 

Yeah. 

You give him the works and I'll be home tonight. 

Fine, l·1r . Secrl'tary, I ' ll let you know Just as 
soon ae I can check with him. 

I thank you . 

Fine. Bye. 
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TAX CASE - J . DAVID STEI~ 

Present : Ur. 0 ' Connell 
!Irs . Klotz 

hovuber 16, 1J44 
5:35 p.m. 

h . ' • Jh: I r.ant t o compliment you on your approach 
on t ba t Na tion t hing yesterday . In other words , your 
!!lind v.as open . Just because they have ab1avs ruled 
that way, stLl you ncre 11illing to approach it from 
the an.,le - what can you do to be help1ul. I liked 
that appr•oach . 

MK. 0' CGr'1i'ELL: Thank you for saying that. 

1:. ff . JR: But this idea, why they have to oome in 
here and see me, and t hat they don' t know about the 
Free World, or t his Survey Graphic , doesn ' t speak very 
WelT for--

!.!;, , 0 ' CO!if{ELL: \1ell , t here is alr.ays a difficulty 
in a bi:; or.;anizati on like the Bur·eau that they tend 
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to become bureaucratic in the sense that they follow a 
strai~ht line, or tend t o follow too much the pr ecedent 
~at has been estallis1 ed some time before, and you 
pointed ou t t o them, one of t he difficulties that we have , 
ever in doing wnat they would l i ke us t o do, is that as a 
result of probably stupid decis ions that vre made in years 
gone by, ne have been reversi ng a 1.bol e l ot of decisions, 
as gr•anting tax exemption s to--

ll.t:. JR : Well, your mind is open . This fell ow Cann , 
he 1·.on ' t do a damned thing because they might some Ylay 
upset their procedure . 
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Lt. 0 ' COli NELL: Yes , it is easier, you see. Once 
you t ake a little different tack, then they h~ ve t o make 
so~e addi ti onal decisions , and it is just a condition 
that v.ill alwajs exist ; it is just a case of fi~btlng it 
as much as you can . The bizger the organization the 
more difficult it is to combat it, because you can ' t 
handle volume on case-by-case methods , with the type of 
person in you ha ve to have. 

IU.' . JH.: Whe re do v1e stand? 

.u~. 0 ' co~·r:ELL : I have a memorandum, or a letter, 
for you to send to L~ . Stern , but ~nether I could tell 
you more quickly t han by having you read the letter, I 
don ' t know. 'l'he fac t is, the letter is a page plus t"r10 

lines. ?he fact is that t he application of his has been 
down here for several mon t hs and i t i s being sent back 
no~ to the regional office because , althou6h approved 
in the re~ional office, it has been disapproved here by 
the l1.9View Board of Economists and others v.hose job it 
is to review these 722 cases . 

, 01~ , as I said in t his memorandum at the end of it , 
he ind'cated that he had been informed or advised by 
Sullivan tuat it r.ould be approved, or handled like that. 
This is enti rely inaccurate . I ro not see how anyone 
familiar with the problems inherent in this situation 
could have told :Jr . Stern that the ltevie\7 in •·ashington 
was either in ~roper form, or t hat it could ha ve been 
completed ,.,1 th.1.n a matter of o. few days . As a matter of 
fact, the function of Review here is a very important 
and time -conswninz one, especially at t his stage in the 
game . 

;,ow, lhat I l'ianted to .;et at \",as t hat we have 
thirty- four thousand applications for relief under 
'722 i n the bureau of Internal ltevenue rizht now . 
They involve same three billion dollars of relief . 
'!'hat is for one Vla r year . That is 1941, and the possi­
bili ties are , if you l'.ere to assume that you woul d gr·an t 
all the applications for relief that i t \',oul d ru.l up in 
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t erms of t en t o tr.elve bil.li on oollars oi t•efund. 

Nor., v.i th t ha l as a background, and also indicating 
t hat r.e have actually onl y approved some t hree hundred 
cases - r:e have onl y f inally handled t hree hundl'ed cases 
i nvol ving refund, of seven hundred and trenty-tr.o. Now, 
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11i th t hat as a back~round , at least Mr . Stern i s i n t he 
same boat wi t h t J,irty- thrce t housand se ven hund r ed ot her 
people . No1·. , t here i s a very tood reason for t hat, and 
t his i s , in ~eneral, the r eason : This provision of seven 
hundred and twenty-ho pt•ovldes r~ithout adequate standar ds 
t hat und er circumstances no t \·:ell se t fort h in t he statute , 
the Bureau of In t ernal Revenue, or the l-ommi ssioner , i s 
to ~ive indi vidual companies rel ief f rom excess prof i ts 
taxes, and the t heory 1s tl~t i f a company ~hich operates 
on a base pel'iod of e!l!'nings , excess profits t ax basis , 
can shor: t he Bureau that f or some peculiar t•eason hi s 
income during the base period r.as abnoi'Iaally l ow during 
one or more of the years, t hen - I am trying not to make 
t his too complicated--

L !.!. J J\: I am t oo tired, i s t he t r ouble . Le t me 
read t his letter . I am so terrif icall y tired I can ' t 
see. I should have c;ot .t en t o i t ear lier but it was 
physically impossibl e • 

• :.. .. 0 ' L0Jil'iELL: It i sn' t being f inally reject ed. 
It is bei ng sent back for an additional showing. It 
is an awful case . 

i~ . :. .Jh : •nat is a very nice letter. (The Sec ,•c t a ry 
s itns l etter t o ~r . Stern ) 

J.L,. 0 ' CO!.:lELL: The memor andum in a 1i ttle more 
de tail sa~ s some t hing of the same thin~;. This is a memoran­
dum vh i ch I wrote, a rd t hen when I didn 't get t o the Secre­
t ary la t er i n the day, I then deci ded to wri te t he l etter. 
That i s about t he situation . 

H.lLJR: Let a special delivery stamp t;o on it. 
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l.U\o 0 ' CONNJ::LL: The pro babilities are that you are 
goinb to get an increasing nwnber of complaints . I don 't 
believe justifiable complaints under seven hund1•ed and 
henty- t:·.o , because there is more dynamite in seven hundred 
and twenty- tno, if v.e don ' t do a def ensible job, because 
you can l i ve away the county courthouse , and in Ur . Stern ' s 
case , for example, he says it .involved t hirty thousand . 
dollar s ; it involves that in reconstruction of his base 
period earnings , but if his earnings are high enough in 
t he four years of ' 41 to' ' 45 it may mean half a million 
dollars because it has an effect each year . 

The ~ureau in this case has a very 6ood justifica­
tion for goin6 slo\\ , They couldn ' t approve cases until 
they could see the panorama of b1e types of situations 
t ney are .;oin.: to be <0 nfronted ,·,ith, until the cases 
came in . 

i~ ow the ca3es are in . They have spent six months 
trying to p1•epa1'e a documen t which \,ould instruct the 
peopl e in lhe fiel d. The documen t is ~ne hundr ed and 
sevent~ -fi ve pa~es long; it has to be interpreted by poor 
people in the flcld vho wouldn ' t Ienon how t o do it . 
They \'.ill all ha ve to be reviewed nere, at least until 
you have a pattern and a case method which will permit 
us to go a little faster , anj'1'1ay. 

!I. ~: . JR : ·•hen Vlill you have a repo rt on The Nat i on? 

Wt . 0 ' IX>NNEtL : I am afraid not until Saturday. 

li . L' . JJ\ : They didn ' t seem to mind if I took a few 
days , and Nor man l.ann left iov.11 last night until Saturday. 
He was collecting s ome infor•mation for me and I will have 
something for you when you come back Tuesday . 
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lleu ... lbnt 

I 11 ..... ~aaa ... o•c-u •• lat. u. •U•tl• 
:ro• uMrlW to • , .. t....., wl~ Po .... t t. tM oJala 
llld u tM Ceurler-Poat fop rollof ••P S.et1• 711 
of the htoi'Ml W.na• Colo. 

,.._ u. 1at ... tl• chu • I ... u.n.a u.at 
JO\U' llaploWo a'bnt tM fatt that tM elala f .. N• 
lltt hat aot boa flMlq uW • 1a wltMat ID•WMo• 
So tlaat :rou _, u4oPatail4 a llttlo llo\\op tM 4lttl• 
oultloa wltll alu .. aro ooaboato4 la Ut.la floU, JM 
alt.o1lli bow tlaat - 1&,000 olalu fop Nllot lllaw liMa 
fll.a luoblllat, fop oa)J OM ,-.., .,.. ... of p ~J.W•· 
IUJtthoNON, ~ •••••l t, fop •toelli« ev 110l'~ lA aa · 
1liUIJwob4 floli, ... alao the o'W1011a loal,.11111tr of 
olltallllDC tbl ar-at .. t l'oaalble UIO'IIIlt of unlfo..ttr lA 
.. •• u.,Jaa •• a. lt ..... ..,., to aot up • .,.n. nlu 
lanlwa a .Uataatlal ••tat of oDIIlutl• of l.atidhAl 
oaMa hero. De al tuatlOD 11&1 la &oaeftl 'boa l1lOJl tllat 
" ll&n u of Wa tiM tlnal)J .,. .... oa a fti"J' 11 
••liOI" of tbe po.al.,; oa10 •. 

Ia 70\U' p&PtltulaP oaM, I • lato,_l tlaat tor 
I'N.aona tbat wlll bo ua. h01111 to rou thl'oup tlla floll 
oftloo, 1 t Ml 'booa fo\111.4 neooa~ to ret1ll'll tlle .... 
to tlla tloll tor fvtlaoP .. ulutloa 1a tU ll&ht of 
ooaaia.ratloaa tolt to bo bportaat • nr rodn ihl• 
11• horo. 

I aaa ClYo 1011 OYOPJ aaavu.. tht.t JWP .... will 
llo 11 ..... ofti"J' , .. alblo ooaa1 .... t1•. Ia tut I Jaw 

flna lutno\lou tbat lt llo oQo41W. I Ia Mto •t 
ban aall wlU cln J01l a 11\tle llott.P .aoJ'rts ''Ill 

ot tM llffloultloa • fate, aa4 1a .., '""' •*• 
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Mllnl U.t • wUl .. ew~ 1111 rhJr JIII'Wit 
.... , • fill* ... Jab ... , ......... , .. - u.. 
tll•• .... ,,II' er ra1 et JIIIF 1 w'1n 

liz IIF]f' JIUD• 

, .. lldl H. M0111erU'r ; Jr. 

..... .., ., tM !Nanl7 

Regraded Unclassified



TREAeURY DE~ARTMENT 

IRTIR OPPICB COMWUMICATIOX 

TO Secretary Korgenthau 

~ Joseph J . O'Connell, Jr. 

Da" 
November 15, 1944 

I checked on the claim for relief under Section 722 
of the Internal Revenue Code , filed by the Courier-Post, 
about which A~. Stern spoke to you this morning. 

The case has been in Washington for several months, it 
having been sent in from the field for post review in accord­
ance with the usual procedure . The economists and others 
responsible for this operation are not in agreement with the 
recommendation made in the field (the field recommended sub­
stantial relief), and the case is being returned ,to the field 
office for further consideration there. What this really 
means is that the Bureau people here do not believe that the 
ta~ayer bas made a showing which justifies a granting of the 
relle! sought . 
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In explanation of what mlght seem to be an unjustifiable 
del ay in thls case, I think it should be pointed out that 
there have been some 34 ,000 claims for rellef alread7 f iled . 
Section 722 is probably the most difficult provision .in the 
Intern~l Revenue Code , from the standpoint of adminlstration, 
and is also the section probably most fraught with danger if 
extreme care is not taken not only to produce uniform results 
but also results which can be defended from the standpoint of 
the Government interest in protecting the revenue. An idea 
of the magnltude of the job (and the guldes set out by Co~reaa 
for deciding the extent to whi ch relief should be granted 1n 
indi vidual cases are far from satisfactory) can be gained by 
a realieation that the total amount of money involved is, 
roughly , $3 billion a year for each of the war years, starting 
with 1941. 

The Bureau has been working for months attempting to 
formulate satisfactory rules to gulde those responsible for 
the examination of claims. It was, aa a praot1oal matter, 
impoeeible to formulate rulaa except in the light of an exaaina­
tion of the various t,rpea of olaiaa aotuallJ filed. Beoautt of 
the taotora I have .. ntioned, as Will a• otbere, tbt Bureau baa 
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actually passed on a very small portion ot the claims tiled -­
my information ia that it is at moat a few hundred. What I 
am reall1 tr,.ing to ea,. ie that )(Jo. Stern 11 in the ... 
position as almost all claimanta for relief, aa ot todaJ, and 
that there are Yer,. good reasons tor it. 

I do not see how anyone familiar with the probleaa 
inherent in this situation could have told Mr. Stern that 
the review in Washington was either pro forma or that it 
would be completed in a matter of a few days . As a matter 
ot fact, the function of review here is a very important 
and time-consuming one, at least at this stage of the game. 
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TREASURY DEPARTMENT 

WAR FINANe£ COMMITTE£ 

Oe&r Mr . Llore;enthau 1 

1270 Sixth AYenue 
llew York 20, !lew York 
!JOV«<ber 16, 1944 

rre a.re loolci.ng forward with a great 
deal of &Dtioipation to having you with ua 
on Uond~ next, both at lunch and dinner. 

To 1:1eot you informally, I am aalcin& 
the gecbera of the Executive Cocnittee of 
the y.,... York State War Fi.Dance COI!Imittee to 
lunch &t tho Uetropolitan Club. We &re 
looking forw&rd to a pleaaant time, without 
imposing on you tho neod for a speech. 

I understand from Ted Gamble that your 
speech on Uonday evening ia to be on the air, 
and wo &re arren&inc tho schedule of our pro­
gram accordingly. 

ITe feel greatly honored that you have 
agreed to cooo to !low York to inaugurate the 
national cacpe.ign for the Sixth l'iar Lo&D, &Dd 
trust that we will give you no cauae to regret 
your decision. 

With respectful good wiahes , 

~r=~l~ 
Frederick W. Gehle 
State Cho.irman 

Honorable Henry Uorgonthau, Jr . 
Treasurer of the United Statea 
Washington, 0. c. 
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TREASU"Y DEPARTMENT 

WASHINGTON 

~~K~~~K~W~~K~X~~XX 
tar Finance 01v1e1on 

25 

0 

November 16 , 1944 

Dear Mr. Secretary: 

Thank you so much for your kind and generous 
note of November 11th. 

I am glad you liked our report to General 
Cobbs and I certainly hope the War Bond Drive 
in t he E.T.O. is a success . 

Aa I have said to you before, I shall 
always regard the opportunity to go to Europe 
on this m1as1on as a great privilege . To you 
who made 1t possible, I shall be everlastingly 
grateful. 

The Honorable 

The Secretary ot the Treasury 

Washington, D. c. 
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Dear Mr. Seeret&%'7: 

Washington, D. C. 
llar ..t>er 16, 1944 

Appreeieted very llliiCh yoW' letter or congre.tuletiona, 
which I round on m;r desk when I retum ed to Weahington. 

I was certeinlJ' gled to hear trCI!I ;rou. 

HST:IlLD 

Honorable Henr.r Morgenthau, J r. 
The Secr etary or the Treaaur.r 
Washingt on, D. C. 

c t ,, 
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, ...... ,,.. ...... W.at ... s.. 
... ltlM ta1w '-rnre ,.. IMlrll te r 'n all 
,. ••• ~ .-will " ,., .... la u. ., ... 

lruft!. ..... WI ,.bleUe Mf't'lll I llllN &\ 
tM ... ti "n' , .. •••• nw ,_ ._ a.1t 
,_lien pfta \1-. . 

llarr"Jr• 
llll st) H.M1111Mb1PL ... 

••••• ., ., .. flll&lll• 

............ .a1 .. 
t:~et~~~a "1.''"' LEI Ill . 
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"ov 1 6 1944 

Throu,b \be Bureau of \be ludaet 
A\\oraeJ General 
DiYleioa of \lae 

federal Reala\er. 

~7 de•r Mr. Preaiden\: 

I baYe \ be bonor \o \ranaai\ berevi\b for 

your conaideratton and approYal, if rou concur 

in ay recoaaenda\ion , a drat\ of an laeou\iYe 

order ra.okina \be deaigna\ion of DuDtirk, Mew 

York, aa a cua\oaa por' of en\rJ in Oue\oaa Col­

lection Dia\rto\ No. 9 (Buffelo), \o beaoae af­

fec\iYe a\ \be oloee of bueineee on loYeaber 30, 

1944. 

Tbe eue\o•• por\ of en\rJ of Dunkirk, lo­

cated on Leke Erie, waa ee\abllebed by Preeiden\ 

Tan tn b11 Ke11age to Conare11 aubai Ulna a plNl 

of oraeniza\ion of \be Oua\oaa SerYloe, da\ed 

~arch 3, 1913. I'• dea1gna\lon bee~•• effeo\iYe 

July 1, 1913, and haa been oon\lnuld ln effeo\ 

alnoe ' ba\ date. A par\-\lae depU\J oolleo\or 

of cua\oaa, reoeht na a aahry of 1480 per aa­

nua, ia now aeataald \o du\J a\ \b1a por\. 
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lteoe 1938, nrr fw yeuele e.,..ed 1e 
\rade U.n eahred a\ ne por\ of Duttrt froa 
pola\e la ••• Doelaloa of O•eeda. All ••• cer­
obaadl•• carried bJ \bee• Ye•••l• wae free of 
du\J, aDd DO eero~l•• .,. ezpor\ed oa •••• 
•••••1• \}Zoua• \•t• por\. 

Ae aa ledtoa\1oa of \be deor ... • le ••• 
Yoluee of buela••• baDdled a\ \b1e por\, 1\ 11 
dee1red \o e\a\e \ba\ dur1na \be f1eoal rear of 
19!8 a \o\al of 48 ea\rtee ooYer1nc du\1able 1 .. 

• 
porhd podl ... fUed \here, OD vblo• \Ill duU• 
oolleo\ed aeoua\ld \o· $4,896.90; la 19!1, \bare 
vare 29 du\lable ea\rlee, aad \bt du\let acare­
p\td $2,20'.2'1; la 1940, 21 n\rtee, aad ne 
\o\al oolleo\1oae were $83!.72; la 1941, 5 ... 
\rt11, rteldlac •aol.?O ta reYtaae; ta 1948, 2 
ea\r1ee, \o\al oolleo\toaa $4,!56.05; le 194!, J 

ea\rtee, \be oolleo\1oae aeoua\lftl \o *?,01?,44; 
aad la 1944, ! ea\r1ee, oa wb1ob \be \o\al du\111 
aeoua\ed \o oD1J $169.70. 

fbe aueber of \raaaao\1oee deeorlbed la ••• 
preoldtac paracrap• repr•••••• a Yerr ... 11 Yol­
ue of ou\ou ltute•••· elep1J eoaeliU .. ef u 
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&Ttraa• of fro• two to four du,lable eoaeuap,loa 
eahlu per aoa')l la \b flel&l Je~ of 19M, 
1939, ucl 1940, aad fro• ho to tln •trite la 
\he •Ure tleoa1 Jean of lM1, 1M3, 1M3, aM 

1944. Ae a lara• uout of cluUee 1e frecptaUJ 
oolleoted oa a elaale laportatloa, \)le wort ~-­
qutred to be perforaed bJ the oueto .. offloer a\ 
thle port durlna \he pae\ liTeral Jtarl )laa be~ 

neallllble. 
!he eatlre a.oua\ of reTtaue oolleo\ed at 

Dunkirk llDOe 19!8 OODill\td of du,lel &llell .. 
oa aerolaaadlae ehlpped thereto T1a boadtd oar­
riere froa o•her por•• of entrJ, aa4 aa.h aer­
ola&Ddiee could haTe beea ezaalnld aDd appraleed, 
and the du\lea oolleo\ed 'hereon, a\ \he porte 
of arrlTal. 

Ia Tlew of \he deoreaee la \he Tolaae of 
\he oue\oae and aarlne buelneee a\ \hle port ~ 
1aa \be pal\ leTeD Je&rl, aad \he tao\ 'Ia&' ne 
eaall quaaU\J of 1aported aood• ooulpld to 1 .. 
porter• there a&J be cleared \brouah oue\oaa at 
\he porte wlaere euoh aood• arrlTe la t)le Ualted 
1\atee, thertbJ reeulttaa ln ao loa• of ...... , 
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r-.eaae. i' il reooaaended \bat i\1 deeicaatioa 
u a por' of enhy be reYokld. 

Upon tbe r-.ooa,toa of \be deei ... \ioa of 
Dantirk ae a por\ of entry, If an owaer or oper­
a,or of a Ylllll deeiree 'o aake en\ry at 'hat 
port for Ue purppee of lacUq or ua1adiq oarp, 
the Oouieeioner of Oae,o.. of thle Depar\aeat 
aay aran\ peraleeion \o euch owner or opera\or to 
en\er bie Yeeeel under the proYieloae of eeo\loa 
441 of the tariff Ao\ of 1930 (U. s. o. '1t1e 19, 
eec. a4?) • and lzecuUn Order Jo. 9018, da\ecl 
February 28. 1942 (? r. R. 1609). aad a cu.Uoa1 
officer will be de,ailed froa 'he por\ of luffalo 
\o handle 'h• baelneee. 

fhe aboll\ioa of 'hie por\ of en\ry will ao­
ooaplleh a laTina of $480 per &DDQa, ooaprlelq 
'h• ealary now paid to the part-\1ae depaty ool-
1eo,or. plue certain cont1naen' ezpeaeee. 

fbe aotioa reooaaendld 11 within the aa\hor-
1'y conferred upon you by eeo\1oa 1 of the Ao\ of 
Auauet 1. 1914, 38 8\at. 609, 123 (U. a. o. \1tle 
19, IIC. 8). 
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&liOUTIYI ORDlR 

- - - - -

RlVOKIIG THi D&SIGI!TIOI or DUIKIRK, I&V YORK, 
! S A CUSTOMS PORT OF IITRY. 

By Tir\ue of the authority Teeted in ae 
by section 1 of the Act of August 1, 1914, 38 
Stat . 609 , 623 (U . s. o. title 19, eec. 2) , 
it ia ordered that the deeianation of Dunkirk, 
Mew York, aa a cuatoae port of entry in O.e­
toae Collection Dietrict Juaber 9 (Buffalo), 
be, and it ia hereby, reToked, effeetiTe at 
the cloee of bueineee loTeeber 30, 1944. 

THI WHJTI HOUSi, 

loTeaber • 1944. 
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Treasury Department 

Division of Uonetary Research 31 

Dat e ..... !iQ.Y.Y.'J!"\l:Y.r..J.9.o ••• !i.4/A ... - l9 

To: :Jr • . 7bite 

Prom: :: . ' (. Berus"tein 

!~8 , Adnmo of tne Loaauo of \looe n 1/nters 

told rno today that thoil' prooent h>lHiness meet-

1ngs nre not. of a !<ind in "hich it woul<t be 

Suitnblo to have a diseuseion of the Bretton 

\7!'odS Ao;reo:oont:J . Sue saiu, hoy,ovor, that t ho 

League endorses the Bretton .loo<ta pro.,-am. 

( r tnanked her fer that auu told her \.hat \"1() 

l"ould appn~ciate it if she wc-u'W hava an officer 

of the Longue Tiri w to Secrot UI".f '!ol'l>enthau 

t, tnis oJ.·tect. . 

( 
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Ullzr ] \ t>ht £! 11dt Ql hn r.s 
Wtnll'" ;flt)lllln' 

Nov~ber 16, 1~44 . 

Dear ~r. Secretary: 

Thank yoJ for your letter. I am 
r eturning her~~ith Mr. Shirer's article, 
since you bl&y want it for your files. I 
agree wit h you that it supports the con­
tention 1D <r.J.r editorinl of lloveuber 6th . 

I shnll look forfio.rd to a chance t.o 
see you 'l<h&n I 8111 in \.~asbing too again . 

~incerel¥ yours, 

.llr . !lenr> lolorgentlluu, Jr., 
The Secretary of the Tr ea;,ury, 
w:.shington, D. c. 
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ltOV 121944 

lr :::,J::~~P AG~Qt..FRONT ·J 
.J, Liii:!_ IJy W1LLIAM L SIIUl£8 _..., ___ .==-:--1-1 

•• ••r.r.u• to «A• Ru•.r• J'rfh"u .. brown -·t" then Thtf ......... _.,. -~- ..... _ ... _ .. _,~111 
• 

1 

Cltf)'I11M, IH-. M•• York Tl'lhotlDO. ,.._ • w.--. .... .,. --· .,_. ~ODI mort 
AACHEN. Qtrm•gy Nov. n.- it. Por tl had. they U\ouaht.--and tLlDCS tbl Rblue. all tM wu 

Here In the cltJ or C~lemaane, aome or them adlllllle<l It 10 "!'\On S.. ~. 'nleM ooo,na .. 
where rour corretpondent once day-won them " art at war. th11 •toutJ:t malot&ln, Wlllt 
heard AdoU H.itler bOut \hat hll swuUk& naaa flew from t.hetr win· bait.~ the war. pretttTIIl.l u 
Tbtrd Reich would lut a t.houaand dowa then and the ctt.lu.na areeled t.Kat tbe Alll• m&J have 1n 

1 

yean u not Jonaer 
1 

tAll ue.h ot.htr with a rnoundlna "HtU tor them rather than eo 10 
Nu~ dead amona~t. C:.e ruJnllee HJLler:• ln OO.I.terclaemmmmt ru1o w1 

.knt. and broken Gum&D.s of 'au TOday when H.tUtr 11 ment.looed t.bt Nut leactera. 
aau. but. moe:UJ' old~ dll in tbt u. Ll wU.h a curae. And tor a VeJ7 Ia B illllfller '• Crl 
dt-brll whleh is aU \herr 1s Jen. ot 1lmple rtt.IOft, He h.u b~bt p 
Lhil oooe proud cit7 ot 110.000 in· ruin LO Oenn&n.J-ruiD tho neYtr Wh1 don't tbtJ QUit thtn, 
habii&DIL Am<rleaD artillftY ~ ,.., -bit lOW' J tal'l &alt. 'J1le ....,., lnvari&IIIJ•!a U>~ 
Lhundtra trom behind the unm &10. aame. They can'L Hlmmk 
and &hells explode ltJ. l.be German When d14 they have a cb&nle lliP oo the pooult.Uon a.nct oa. 
Unea not tar awu. ()c(:Qionallf a of hta.rC. about HJUtt and Nulam lln'l1 b .too lroo. To falter 
Otrmll\ lhtU comes over add..lna and Lhe wa.r1 I n&urold to Ot.r· mMD~ tnRant Ue&tton whe 
1&1 mJih& to the utter dH&l'UCtlon IMD1 tl:ld.a7 a.t\er an abttnce ot J'OU &n • worbr, hOUKWUe. tat'111\· 
ot tht.t German town. Civilians, • tour yurt t.o li'J' to ftnd out. We er. bwtneu man or leMtaL 
llt&t\\ ahell-&hoekecl ttUl from the h an oeeupled but a Uny ftacUon. ~ttfD J'tan ot Hallam and fttt 
bomb&rdment and bombtnra and or the Re:lch. Tbe reat of Ot.r· rtan of war-aU Otrmana J 
thooked. too, that t.he war which m&fl¥ tUll It t\lhtlnr deape_rat.tly t.aa.td to &Ciftd-have knocked 
Hlt.Ju -,.•aa:e:d 10 tona tn dlaL&nt aaatnn the AUita, wh~ art c1ottn1 out. of the Ckrman people aU the 
Iandt ahould retum t.o ta.,y wute to tn from three aldta. The pleture prlodpltl and moraJa and. above 
t.helr German homes, 'PIWt In you I tt here Ia atlll Incomplete. aU. ab,J W'lt to revoll.. AU the7 
their dlatlna to curse "the brown And the tew thoua.andl ••ho re- tbl.D.k ot oow II how to aur'vtn. 
Ptlt.'' munlna the Nati&. They malned ln t.he a.hamblu ot Aachen But. the)' all k:now ,that U\1 war 
d.IJ and eurae a_nd u ntabt. falLs were UIOM wl)o dtAed the Nul J.t. lOit and secreUy hope t.ha\. U\e 
they c.rawl Clown to Wir cellar evaeuatlon order, the Out.apo who AUlts ft.n.Lih t.he war'befort wtnt.er, 
ho.ltt. dark and cold and damp to trlld to drive them rrom t.htit otl· wbleb , promba to be Lhe .-rlm· 
prepare a a-parte evenina meat' lira tnt.o tnLerlor OtrmiJU', and meJtiD. modtm Oermao h.Lit.ol')'. 

They Ur<d 
10 

Ch•u l.bt lerr1ble toombln& and &hellln& I ,.. eurlous 10 kno~not 
in order t.o remain. Oerm.a.n7 hu betn prett1 ucb or 

Pitiful (-= or humanlt' Sucb folk ol>¥lou&IJ .,. nol a doted book 1o ta lor ro , ...,.. 

I
JOU. think And r ec.Iaaw them In tauUeaJ Hula. txctp&. Ule. aplea -wbeo the Gfrm&D peo tbtm· 
thU Am bla:torte town U.UUJ who rema.J.ntd bth.t.Dd for an ob¥f· llllffll reallJed the Jll wu and 
four sea aao. ThtJ trtrt not out PW'POM· au&. t.bQ' ~to tht Null had mut:tJ led them to = or Th k':J

4
or lhtll•'¥tked.,. \Odaf thal lbuo art llllllloGI &DOiher loU ,.., U had•lbo lUI, 

• e:t not eu:we the mare tlke tht m betwttn htrt ao~ 

Regraded Unclassified



c • 

• 

( 

]{aalb';ili;l'dkae 
NOV 121944 

--:--=~...,.:-:-:::~-:·==·==e'll;;;;;;.d .... 1\111111 tlle<UM 
or Ill apurrlna Lht m...,. ill the ftllt 

'

aer•a rtli.meu• ca...~arttr·ct.len0~~ three yure ot t.ba , •: t ,,_..,. 
tore. 1 QUtt ODVY aerer lOit tta efteet now. 
ol all L11>01 and oluaea amooatbe Wben I brou&ht up tho~ 
rulne l , • J'l low. eblelly !Diel· ol OOt1>blll t.od07 -~ of * 
leetu111. 11ld theL lhe1 lolL the Otrmant elthu cunod or 1a...-. 
war wu loll on J\117 22, 184l, when But ther ha Yt an \IDholJ feu ,. 
0.,.,...,1 11Laetecl ~ WbJ? Hlmmlu and hll 11. a. -
lleeaUM. thOJ 111<1. evm Oermall ADd !D Aaeben lhl1 -the a... 
btw 0trm.an1 could nntt win • man Arm7 wc.a'l. rt1.U:e.. the dtr. 
two·ttont war. amce U'lt1 tttJ tt would mt&D t.Wr 

Othen 11ld the1 reallud that dooa lot hlvllla aL07ecl btlllnd. 
the war wu lott wllto the Wthr- The Amtl1can mlUtNJ aove:m­
maeht taUed t.o take Moac:ow In 111ent, 10 far u 1 can eft, t.t #t· 
December. 1941. and the. United m1 a 1\rm but ta.tr atUtude. Mats 
state-• mtered the war. The rest or Ute Oerman ciYUtana 1 ta1Qd. 
11reed the ))tople knew that the to were ahoc.lled tbat 1WI ... 

war WM loa&. arter StalinJrad. treatlnr them 10 decebtlf. ,..., 
Many hoped then that the Army or them aa.ld thtJ · expeet,ed: ~· 

would Late over and aet. a necott· wont. 
ated peace. But all I talked •rtt.h 1 watched t.he AmtrlCI..b mut 
today wue unanlmou. that tbere pollee br1nrtna tD mm uad w 
11 lltUe hope ot a "''oJt. In the apprehended tot the· lack of 
Anl!.1 eommaud tod07. BlUer and UL1 pepen oe mllll&ry I)Onlll 

BJmmler haft .... LD that. The "nit polloo "tn hllbl1 pollte 
momut a ameral does aoc. toe the usua.U7 drive the dril.ia.DI. 
uno ht II 1 eendJdate lor 1 llr1n1 etall1 tho el4cr11 ..,.., LD the Cl 
t.Quad. Attain Headquarter"' wbt'f'e ma 

I found tittle evidence. that. • • ten are atral.lht.e:ned out Jor tM 
Governor Thomu Dewey and German POPUlatJoa. TbtY 
m&ll7 others tn Amulca and Brit· were tmpreued b7 ' t.be recent Y.. 

al.n, believe thaL ou.r Jn&l.&t.ence on QUittal by an American m1Ut&r7 
uncondttlonal aurnndtr or evtn court or two Oerman clvll1ant tor 
the pub~t.y atven the IO•·C:llJed harborlnl Oerman soldlen who 
Morren u and Vanslttart plana had ahed Lhelr unltorma tor ciril 
for han ptact are spurring the lan cloU\lna. AI t.be 0 bUUI~ • 
Germ.uu n to ftaht to the death. mebt.tr, whose name nnot. ~ 
The aen al aultude aten.S to be mentJoned tor fur of N ~ 
that anr kind ot peace ll prtt· w aralnlt hla tamU7, fd 
trable to a conUnuance of the .-ar. to me: " We h&rdq ted 70U 
AU admowlfdta &hat Gotbbels"1 ~ 10 tatr ." • 
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Treaeury Departllent 31 7 
01 viaion ot llonetar;r Reaearoh 

Date~'!!.-20, 1944 19 

Toa llrs . llcHugh 

This isn 1 t important , but I t.!tinl': 

t.he S<c!'e •Ary will be interes ted ~-n 

reeding this gist of a re1>ert fror.l 

Mr . Saxon in Paris. 

H.D.W. 

1111\ • lllli'm 
Branch 2008 - Room I!U. 
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TREASURY DEPARTMENT 

INTER O F FICE COMMUNIC A TION 

DATC llovember 16, 1944. 

TO JJr. IVhito 

PRO W l.!r . vlassor ~~ 
You nill bo i nterested in t he following points froc Saxon's letter 

llo . 2 , October 25 , 1944. 

l. A State Department Financial Expert , Ivan White , will soon arrive 
in Paris to assUJOO the rank of Second Secretary of the Embassy. He is 
a career foreign service officer. Saxon anticipates his presence will 
present problems with regard to coCillUllications since he 1t11l have access 
to all Treasury cables. Saxon says he may wish to coi:J!lUllicate with 
Treasury by military courier. There aro na-o< six State economic analysts 
in Paris and it is reported that more aro to arrive. In addition there 
is a state Department Labor Attache whose job is •to report to the State 
Department on cDaiWlistic and socialistic trend among French laborers" 
and who is also interested in the finanoial progrm, in particular, the 
exchal'l8e rate. 

2. Saxon reports that the "same old crowd" is in Paris in t he Ministry 
of Finance . Amona these is the present Director of the 9.1dget , Francois 
Didier Gregh, who was particularly difficult for us to deal with in Algiers. 

) . It is believed that the best opportunity for initiating a financial 
program in France has passed. 'i'he enthusiasm of zhe people illmediately 
after the liberation of Paris would have overcome the opposition which 
acceptance of toU{lh policies will now encounter. DeGaulle is definitely 
to the right of center, a nd Pale1rnld. , l.!endes-Franee, Pleven, l!onnet, 
Giacobbi , and othors of his cabinet are not the group who a.ro going to 
swing him a1my f rom his present policy. 

4 . Investigation of French banks is being handl ed slowly. m ocus is 
now a part of tho l~nistry of Finance of France and on this bo.sis alone 
it is doubted that the French will make a forceful effort to clean up 
French banks. 

5. On the recoiii:'Bndation of !:andes-France, t he French Council of 
!.linisters decided on Septetlber 29, 1944 to abrogate all existing trade 
agreements . 'ofhen advised of this tho State Department replied in very 
strong te:rtllll that this action would i11108diately restore on French illlports 
to t he United States the high tariff rates which existed before conclus ion 
of the trade agreement betTreen the United St ates and f'rance . The reply 
also questioned tho propriety of tho French decision in view or the Lend 
Lease Act , United llationa Declaration and the Atlantic Charter . The 
French were informed that this was a matter in which Secretary Hull had 
a strong personal interest . 
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On the basi s of the Waahil'l!lton reply lA , Alphand, &OIIIIIwhat abashed, 
reported that the French would reconsider t hei.r decision, J.!endee-France 1 

hOlfllver, remained adamant in his decision to 11atart fresh on t he tariff 
question•. The matte r is ba11'\!1 dis cussed 1'11rther and i s baing handled 
very secretly. 

6 , M. Alphand requested from Saxon an oti'icial note on the ststa­
ment released at the Quebec Conference nth regard to the l!orgenthau 
plan for de -indust rializing the Rhinel and , Saxon informed .Upband that 
he knew of no official statement made on this matter either at Quebec 
or elsewhere , 
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• To: 

Treasury Department 
Division of Monetary Research 

Date ..... llm-.•.. .1.4. ...... 19 

L'iss Chauncey 

r should like tn ttilk to 

the Secret~ry about this l~tter 

bufore ho signs it. 

MR. \Vl!ITE 
Branch 2058- Room Z~4-l/2 
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No, 44/0J45J/28 
aoaa, November 1, 1944. 

Honorable Sir: 

The economio-tinancial mission which I am sending 

to the United &tatea , in accordance with the invitation 

extended to the Italian Government by the Secretary or 

State , the Honorable Cordell Hull , is composed of 

H. E . Baron ~uinto ~uintieri and Or. Raffaele Mattioli . 

This mission baa the purpose to contact the United 

States authorities in order to discuss the situation which 

has arisen in Italy because ot the war, the destruction 

caused by it, the disorganization it has pr oduced, as well 

sa the basis of e loyal and constructive collaboration 

between Italy and t he United States ot America in the 

economic-rinenciel tield . 

. ' . 

Both H. E. Quintieri and Dr. Mattioli, who have been 

accredited by t he Italian Government , are by reason or their 

ability end past experience peculiarly qualified t o diacuaa 

t he present day conditions or their country, end t hey are 

ready with tull consciousness t or the conversations in 

which there will be discussed problems of vital importance 

for bot h the immediate and remote future of Italy. 

The mission is charged part icularly to examine with 

you , Honorable Sir , the Italian financial end fiscal problems 

'the llonorable 
Henry Morgent bau , 
Secreta ry or t ne Treasury 
or the United ~tstes o r America, 
'l'lesblngto n. 
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which oompriBe a great part or the problems relating to the 

reconstruction of Italy , and whi ch have al r eady been the 

subject of the first measures in Italy ' s tevor on the part 

ot the Treasury of the United St ates , 

These measures beve been greeted by t be Italian 

Government with deep gratitude end beve strengthened still 

further the feelings or grateful friend l iness that t bs 

Italian people bold tor the United States of America. 

I feel certain that the mission, in the work it shall 

initiate with the American authorities for the purpose or 

inoreesing t he scope or collaboration between the two countries 

1n the economic-financial field, will of fer a favorable occasion 

tor a first approach , aiming to nourish end confirm the friend­

ship and admira t ion that Italy holds for the United St ates or 

America . 

Please accept, Honorable Sir , the expressions of my 

highest consideration. 

Signed: Ivanoe Bonomi 
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.>ccellen· tt , 

lu :ni.1 ione ~cono L ico-~in~nz1brib che gi ur.ce or,. 11"­

~1~ S~& ti ~n1t1 , ., 3opu1so dell ' in~ito tr.,J~e&dO ~1 Govorno i~u­

li.,rlO :l.bl Se{'rd ;., 1'10 l i st .. 1.0 Col·dell r.ul.L . ~ CO:U.i)OB tt1 a .. ..: . [,; . 
il ..-tsro .... e -..:Ul. UtO ,c~i .• ~ i <;~ .·i e h.l Do..,.~p . ktdf tl~le ..;,;; t ioli . 

.1.u,lu e:!. ... io:.~ ci _...l ~:1 3 lo ocopo a pren 31·a co.nt.t;-

• c ,; ..,. .. L ts ...... Oll~" ..,;;;: ... li .:.1.o. t1 t"nhi ,j 1 i\L.IltU l.Co , bl i"i nt; J i 1llu-

1..: ....... ttJ. Jt: .. er~inttnJo ~n I .,tllitt per 

l.l.L~s :~ Jor--., ·1"""~1one c 1.e 1 " vl'O tc>~• ••• nor.che ,\1 ;,tubill:n J.e 
11Ji .:i. !,......lc l~bl u ..:c.;; .. ru't ... i Vt. c o liti'IJOl' CJZ.i one trt~ l ' I t taliu ii:l r ll. 

~.. 1.c: i c .: ... 1 JO t . ... to. .. i o:i , 1 1utt l1 h &.n -

no .,. t ...... o ... 1. .... ~f\ a. Ac.. 'tO ! ""1 ;overr.o 1tt..l1bllo , ao:-:o , pet· ,utl1~' 

~ ~ -· e~~.~ - ~. uU ~ ~ ~\b 1 ~or~1col~ . ~dL~6 i n f !h-0 J i rb ~ :·~~~n-

t~r 1- ~o ~~~i~. ~ l··-~~.l.i ~d l lcro Pb ~~ , ~ 3i ~c~itJ~ono con 

p i -.;nu. co .. ~" evol94.• li hi co11o'-.u.i n& J 114 Uli ao.r~mlo J i d OU 4.JQ r .. u~­

.. s...~o-~ 1 H .. i .. tJl .. "' l)l .. t-. i.lS !)Ci l ' UI -.uu l.r~;o 1 \l ... ~~i&tO ;J lO t•tunO 

..... L'I 'tb.lie . 

Lb _ict le a. .,il i v•v-'Oi'-t.e 11 !•t.JJ .. icolt~- t:.o.o . .. ... #L -.1-

.t. ~ ~~-' 1 . ~ . lo "' '~ .... t - .. 1 l' i ..... t. ... .-.t r le .... o (;. -. ... ;t.u . la l.~u.Ll~r·u: , le 
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quali EIS90nlffiano g1·an parte de i p1·oblo•ni inerenti olla ricoSLl'U­

zion .. uull ' I t alio l e c he e i n hesnno f t<t to ogeeooO dei primi P l ' OV­

ved\~~n~i a f~vore di ques•o Paese da pars e d el Tesoro depli 

~-a ~ i Un~ ~~ u 1 America. 

r o l i pro<vedl.oenti sono atat1 accol . i 6.al Gove rno it~<­

lit<no con vivo ricot.oscenz~; e t~onno rofforz&~o oncor e i sen-.:ioen­

t i ,1 .tl't. tto s i _p&t. io c!ce 11 popolo i t t<li&no nu•r e 11ei ri~ Ut<l'<li 

• 

... onCI car to one 1 n" 1 l1s toro che e.:;-a i niziera con te 

bu•ori Ll\ t~oeric!lne , i ntaoo 1. l t~llurl"t•l'e 11 <1Ut>:trO della cotlt>bO­

l'l'IZl. Ollll "'l• 1 "u" Paooi no!l Ct>1.1po ecouollltco-fin.,nzi~.rio 1 lt~ ml ~­

J.lO.ltl oou L1LuiJ·a urt;. uLile occ t~.Jiontl p~1 ur.& pric:;, pr&sa J i oon­

'ttlll.t.o , td.1 .. ct UJ bli~;: .. 'ttJre ~ pO tJ. ~~ iiil'O l '"oi .c i z iu e l ' ~ lr-lli r·uzio­

lHt ::t,e 1 ' I "to l i u r. tre pel· 11 ;, tu .1 ~ni ti i ' AJ::e r·i c a . 

,o~ :.i u fl'b ~ire , .::cc .. tl n:t.u 1 1 aano~i Je llb !:lia p1u al­

ttt co . .;i .J~t·az ... oz..~e . 
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•... .• ,. ... .,., ..... 
"-rioua...,..~~r, ~\e 

Seon\u}' ot lt.aw, ... ~ 

.. .,... .. 16, 1944 

1091 

COIIFliU'tUL 

a.t.r enco ia .Uo berewit.ll t.o Depart..\• a air en- ,_500 

or ao ... bor 1 aDAi &oob6a.,.• • -'"""93 ot Oct.obor )0. 

Tbe labaa.,. baa bee Wo1'1104 b7 \be E,.••olol'llll Jooroip 

Oftleo \.11&\ it. ca.bl o4 hq\lea\ t.o Swit.url.AIMl 011 Oct.obor )1 

32~ 

bllt t.bat \be l.c:uMel'llll reproaent..t.1n t.bere report.M t., t.elocraa 

.. tea aoYoaber 10 tbat Swiaa ~thorit1ea baa re~etwa \bat. 

thq wouu DOt bo able toe ••- ropruenta tion in llwlpJ7 ot 

Ecuaaor&A intereata. 

DCh:VAG ll/18/ 44 
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CJJlt.l TO t!iU!Ill t w." T~oll , CAL!!, fNJW YIAf RIYlkiLl BOhfJ) , 

.rl'Y Gr•onstein 1 UlltJ\11 

i~pl<.~a~ ti\e 1 L 1 1 1 .'1' lll • ; • • Lv,·ltt of Am<>ticLn J1.i~h Joint 

· _tributl n Co:l.)littrc : 

uo,_ ~'~· ,_, .. \I , ~LLL!. ...AZUh u.cJJl" r "' t.YPF.N. r. f.t.euvrn 
r .-0..1 J,. ,U w t.u.O.I<,£11, A •D ! LII Wit N t>Ut C!.c i- OJ Uru.U t..l.Uhl'IOtl 
c,.r hu ~~ J J 1.1. h Cu~.tu ..... Ir. A'tit. ~1.L0l<I • • ,,J:. f>UCGI:.Z\.l D 
·• "y C•J',, .tU .. ICJ ·• •• n •t Yuu '·"" livr'. ·ut. YOu • .. r~L L Jll • .., · .. uu .lAZUR 
f, nu~.o~ ~ .J ·• 11, l~,;,.u i,;rtl:Cit 1 o '"'IBIL!'I'Y lL "'POf'i I.IG 'l'O u: 
,_,,J u. •to! ~1·,,,. ';I .J" vl' oL.: 1 .. D .. I'LCL.L SUPPLL.U.W,L hi Ul.·LIFWXS 
T . ... ~ JLC • .. ·LL .;;J;.'f •.•• 1CI' '' 'l' J.'l' bY ILI1,.:CY u~ L.)V, t.N..Uil/L 

t t.I.J}J. 1 •I~·• · U .• Ul.f.L 

4::o . ~ . 
. LJ';E- brr :u, .~ 
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r - 'I I A 71 I .JJ tOll, iOJ. 11 HO!I i IJI l.l.nfl<l!. ltOAIIl . 

Plcnr.~ c.<Uv.r to.Llow1nii mcse•• ,r to Jot•crh Sclro;•rt z , London, f r om 

1 • • Lrt v1t.t ,! Jl::tuic:.n J•.1sh Joint Dictribution Conuaittee : 

::J<>Ti ..u~.C'I 'i u .. ,..., __ i.....l,,T ... t.,..r,a .. ,, ... TlVt• CQ u.IT'l't.l. J.P:'hOl''·.IItT't.D 
ro.,i.. _ ,.., u .. r'fi ~ w.JJ.,;;, fv. l ~ .ultiC'i >.ID . 1-.U w.IJ. ":50, 000 

32S 

HIJI;c.,_, I. ii I t'Ul •• ~ 1:, hiJ.J-.ul!. $l0010J0 H.JIGL ?,.};I; IJlS'IiUCT UOO, OOO 

LIBi.: 111 I .'V..,,.l!J ~ 500, 000 BULGAhH l 50,0~0 GJil.l:.Ch tlOO, OOO . IQGAFLIIIC 
LIEL ~o'J,.l • oJLf,,.~, ,J. AUTb)H:Oil;G ~'•~ ,lf.< t.l:.GOTIATI. l'UiiC!iASl> ~50 TOilS SUPPLThS 

'fi.lfthJt f'l)l It l H iJIU\'1 A.'l'hQ,>t lP'~lU•• • .tlilll . l!U,rJtlii<C HUNGIJ IJ\N f!hlo'OC'olES 
IIi hU .. liJ<!I UtiiJr • .~.o~ •• ,lJ ABOUT ;., , 000 !h JJir.l I1J LD .u;D •:Ulol. COMI Ml DAILY 
L'iO .. u u.~>!lt • ..o.lo~ti.IJI.•L tiroJ.}Ct w l• llULO/.)->lJI \.L I.It..i.. J.\,/II'l PUl THl:.R ADVICl:.S 
l NJ.• ~·)J rt u; L ~>r.JJ ,GitiG l•Ot I'J 'JI' 'l'AiiGt.;;, . AB0\'1 AI'i'f.OP IA1'IUt l..> ,.()F~ 

•l.r ... CO.:P!.... LY .,.lu.Ub'l' S9<J(), O•)() u.!•I!!Vl •tlCH ·,.,' 11'1' 'i Ul. DISI'O~AL. 

~ [ It,!f-~.-.r':! 11, CJ ..al'o~T: i: i •. h-.r !Jf' ..tt, 'il J: 1Jl'l1UHJ..L ~3001 0':xl TO ~L PLACED 
,·.'! 1 J:. ! ...... "U_ t.. ..JLld, •, !l ,,~;t_ •GY lll..UJS IN d.LlU 4 .:;Qil'rHU.ri 
ltJ .:r. l.ok f;u,.c., t Y lJ,h IL L.ll 'U;I-. 'n 1 I'.A'VL 1.0'i Bull wl.'L U' YOU 
;.ca < , ~\ 1 .. u Jl Yvl. l'-OL ~ lC'. LY .... t~ny v,.r I~u::. CJU.t:t L:-. t..u:o 
;.l•\ J.,..._! .u J~ \ .._r • • ..La·~" ,_.CI!, .... JJUi..D ll :..u..i . U.;f•L ... Tl~lfD '!. J,T O:t-' .> 1 000 
J: . , JJ :. P .:.'0: rliTC!: w'liJ,,,,J.~ . l '· 'W-:L B!<U-.S..L CO.t,IJ.'l'r l ,·LSQ 

.. !i.KI..v • t ·J\' • · •hJI• ,.._LP •J.L JL1.~· JtiT11.1 i? .I<LSO t.tSU:oll.. YuU DI,,CU, ::>n:c 
l'i h DUTCH t.OVi .II :LilT l,f,~.U .. I?HO:l >I LIU' UUJIS FOh 'fHU!, llU'J'CH lll.'IIO:·IAL.'3 

Bi L1il1J .. ; . CL~tl 1..: JtJI YOU J..O.<t Ll: t:lff'\ IT<-. JOI!<I NG OIJJ1 ST/JV dl! l. Ull\,UO'!'I.. 

'i·.I.: .' TJ' Cl!IL., TO LQ,.. Ofl .. o. ::6 . 

J, :;o .J . rn . 
.. - ~ onbc r lu , l), ./, 

f •• ·~· 11/ "/ ' ... -"' _..., .. ,~ 
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AICDl CAll JMIABST, IDIIDOI 

IIOXI'Uif Ol' SUTI, V.ASBJJrO!OI 

IoY•ber 16 , 1944 

10033 

ucur 

!'b.io .... a,;e ie for VRB , tbe Departaent &Dd J'JIA. 

A1 1et forth i n Departaent'• 9419 of the tenth at 

NoYeaber and VII 21, tbe Relief Sub-Ooaaittee appro••• 

1h1paent of further 300,000 three lc1lo parcela. In approYiq 

cona1gn.aent, 10:11 repreeentati •e, drev attention to tbe :pruent 

ohortege of transportation to Genna fro• Ma reeillea .,d 

1tated be pre1uaed t bat the18 parcell vould be lchedule4 

10 that t be7 did not oontllot vith 111ential Pr11oner of liar 

1upplie11 on1h1paent . 

DCR:MLG 

1)...17-44 

QAI.!Jf.AB 
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Secretar.r of State, 

WaehingtoD, 

10027, loyeaber 16 , 6 p. m. 

JOR PEIILJl JROK IWIN, 

LoD4oa 

Dated loYeaber 16, 1944 

a.e'd 41150 p,a, 

l or 70ur tororaatlon the foUOviD« it a aeeee&e 

~hich ha• Juet beeD receiYed b7 the J~i•h agencr 

here f rom ita repreeentatiYe in Bern, 

"According reliable report dated firet No•eaber 

about 150,000 mel.e Jeva from Budapeat deported f or labor 

.. rrtce. '1'he7 left on foot f or A.uatrie 'Where the7 &re 

epparentl7 eaplored for actual vorlc . Othere reaained 

Budapeet, Bearer• oertificetee iaaued b7 protecting 

po~er including bolder• South American paaaporte, 

Paleat1ne certificate• , &leo Svediah paaaporte, vera 

ue.11pted f roa deportation l abor aerY1ce other •nation8, 

This due to repe8ted inter.entione Britieh Aaeric&D 

Lecattona Bera and helptul attitude proteetiD« power. 

Inter Red Cr oaa alao aeeiated arranced aoup kitchen 

Budapeat . TYo veeko ago there eeeaed to be gOOd preepeota 

that aboYe aentioned bearer. certificetea and ~•porte 

Dllllbering up to 12000 would be permUted to lean pro­

tecting power ha•ing deel~red readin••• to &41111t thea 

but eo fer expected sroupa not arrhed, ReiiD&Dte J eve 

Slo•&kia deported Septeabe r, October except1114t f w 

hUDdred hiding and aneral bUDdred campe Sered Nari&Dka" . 

QUTN,d 

MJi' 

331 
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~. 110 '•• 16, 6 p .a. 
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e ' li· r loll T.ln., ... e. t- .,J 

'>l ,1m,' ie 11 J i.h Joint Llintrihut ion Corul1ittro : 

00'11 YUill, ~56 l1."1U J .LY iu't'J.U\'1- YJilh t.<.'l'llJ.I S.t.IT!llrtJ.<r.Ii~O 
l•·" (; JJ~- lJ!~ l hiBU'IJ rOJ! ~.CLINl<Ih . ,.L ilCHvtD /~t'l'U\L . ON 
ll:lU,uJ l>r.LU JL,;s 1 r.Oo~ JI••.Ul:O ,,,;;QI~>.NA i<hlJ LI:. COHtN BOTH 
I<U l.J • r W.t.l.J< J..r ,., '1'Lv .• C .. i. U t" Uli:{J ! .-U J. Jl:..HlJL,l.Y /,ID • 
• I ". ;..Iu- !>Uv ... t~ n .. ,; 1 hl y co ... IUII!CJ.Il l·ITH t-J.h.Y ulul:.NSTtiH 
Ul• N .•N. :.,~, 'llVt '-• .i v I 0 1 • L C.SLI ;C T" It•I•OiU • .!LJBtJ't 
OUl Llh.A"\ En1.u ·' >.J.ti'i u.l..vf, 'uO l. BLLE.VL ·~~ rw~ Bl. 

:: ..... w C.h.tLCt y u •• • ' VJ.1 .,,., JS •. r YvU 4 G. I I I NC. 
···- ~ . l --~• .. vCd-.J, ~- l~oG I Llli \,.,iCh • ..n ..~;.'t BY "I;.r,,.~ 
0.\ vJV .. -· r:. L . . Ui... 'a..0.1!. . Uu' Uv?!.. 

4:.,v . . m. 
101 ember J.b , 1944 
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c 11...1 ' .WI , •- U.::AI.ul , HiOIA ""'• EilUGU: B<>IJJJ • 

rl~L e UllliVol foll Jt.in& mesa. u t o Ci~L.rles t'bLBm& n from M. A. Leavitt 

o1 Ju<Iic n J tl~h J oint Distr ibuti•>n reMittee: 

.i:.:lr.: "'. J • ..,y i. .. COoJ.J.-.i.IJ , . lXd .._,., lv~· • .lGOT i hT I Ul<S 'it IU:.I\All 

• .t. .... l i · ~ .v. ,..,[, ~ FvR :.579,000 I. J.Cri t'UI·.C!W;i. ••L AU'i' tl)rtli..l:. . 

't. 1" W .J\Jn lL;.~ to:. ·•i'IH ::.0.-... :.'fllll . .l:.W\JtDI ,.G :,hiP ..w;'! H J..T 
H r"!Y ', Q .. ., lOi. >~tUC ~t riO?i. YOu CO•IPLbUJ AJ\.:<hi<Gkfr.~o t :> bL:OIU.. lOUR 
.I.t'.k...'tO,I:. FOt " -hU1:>J.Ll..4 . ro .. J ~T. I:i ALIVI::.t.~ A.'<J.AI•f.iLoo i!;n'l'.:> CO.IPLI:.Tl:.D 

I 'Oh ;,CH~oJ.Ii1 t. J:.,<Td· L.lli.L. .Ji'I.JJ t'OI..•••H, AillJ 0:1 CO •• CLJSlvli .oClfo/JlTZ 1S 
'lr.I P 'tO --I•I'l":..u\LJ~t•L AuSU, !L 4 ,IJU{I IIG l'IJttiS I•ltOCr-L"D 'i' Kt,,(]:, I'IH!CH l>HOULD 
ll: I•I'l'hlil l'L:.IOD t uO tOtrrHS. i.tl. .. tH\ HI J.., ••1 VLRY ANXI OUS YO U UNDI:.RTAKE. 
!lALKJ.~• J,,;;H,~ illfl' lw L SC!~ .• u.l'Z Di f CU~ ... r .• c \,ITH Yu Uk BOIJill LO!<DON 
YOUr , \.. I w.!:I ... l'• Y 1 ,etCh :: .Ol'L b\O.J YJUh v,.!l r'L .._o,,;u. VI.t.o.l'OII<T 
o.I LL ,..,.:;o .. : VOt nbLL. " ::OU:Ht , ;,CH\, .iT<. l'FOGH:DS l'OLWD B!.LllVL 
1:U.. ,,J 1.. DL • .0 O.oJ LC'i'IO!: h:OJ AllY SOUF.Cl. TO S U?l'Llr;.. BUNG U..,lD 
.J~ J:....I ... !! .... L lo:J,,...;Li:r::-.1! ~r ;,;). !: r ., .i:.lD DII.:":J.CH .t.VI:.!'T u,,1JzRS'l'AND 
~JL!Sn GVV'. ·'- .:;: .. r~,. ?i_ TICih'.. t .• !'J,/! SU?i'LI~S . MJ:.AN, HILL 
t t Plf:.Cil $ I .1G ,Jl.l. C250 , 00J SU?PLil" t Ofi SHIPJU<'l' LISt:. .J.'l'LD POLAND 

A.ID tO!'. Ufi ' O"I " il ,_:} liGitS I N SOVIi:.T UNIOti . HOPH UL .:'l.J\I.!I SSI ON 
' I LL :J1' C. ".i.'rk.)J ShiJh'f LY Y•Jtn • .w.1' .i<•lC~ ftJ"!ft!U A AtiD SUGGJ:.I:i'l' Otl YOlffi 
bl'.RI V,<L Bllr:~IJ.l.LiiT YOU riTJ C'l'L'{ C()',\ 1li1H CA'l . ! T I{ •'){ 1 y- .J,: 

f ,.,_; "; . I •. l l • t. l-WI:lLJ :1 I Uil NIA AllU llLCHVING F'ULL Ull•Ofti.IATION 
FU!~Lo. IV: I L/J•I.J· H>f LlLilF J U . .JtNI/.. \,}:, I!.,K:AG:b.D A..U. l<IC:.,\ll fll'f<l H NTt.TIVJ: 
.JTf!U} 11! H~CHt. 'IU ill l "nGllllJ ISl'/.NTlUJ, l.PLhCI Nv KFS&Ll.J. JJID r,oRJ< 

I7h Y~U ·,:t ~· J J 1 . :'.O,._V".J' !'IdiZCIUI !•O'l' H J.I\'I.!C .liDDLl. L..:;:i UN't'IL 
• • L'i J I •• u y. Uld;tJ07L 

~: .!'0 ,d rn . 
I<<.IVU:lO£r lb1 19-.J. 
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t'lebo;e oe11vtr t hv followi nt: m~s~~oce t o Robert Pilpo1 from I~ .A. 

Let.vitt o f A"'flict.n J cr.ish J oint Di s tribut ion Com:nittee : 

,UO'IT YOUFt llc tJ GiJ".Li t • .:; ~..; Ii hL IJ.o.Ut ... T 1.) 0 1000 FOH t..V.t<CUA'liON 
JOO PLOPw r 1\0'" c;.o .. .,.,~,z, , i. hlli'lt:>!UU ~UCH r .I.Y..lUIT SUBJLCT o:.CHi.JJ\TZ •::; 
N'P • .JV, L. ,,JVI. • ... c,..d.1.c Out. i'uSl'!' vt• 'l'tv.'i' H vft!J..jo, '>1•0 BOATS .IJiD 
S•iYI~·'· ~·1 !uovl'lHY "''L r'A..;~..,.., 11.!1iSI..~h CO .. VIIICill t.UNitJIJ.~ lll cK ItiVOLVIJJ 
• L rtr.l'i\r.r v .. u :,·, swc~ L ·. uci•SPvn'l,.'ll0N .I.CCOHDillv l:..ST.I.BL!Sbl..D fORI~ULA . 

'i i-J.J.li'Orl. Ollh "Lt'JI, ~-l~T•.1'IV1. H>'i'~<t•llUL St.OULD Sl:. AU'rrVI\I <J! D H !>CH'~oAJ\TZ 

I.Uhil5 'l'U AJ't',.OVi.. 01, IJ!SAt'l'hOVt ul),,1' SAILINGS 011 ,:,PO'f li! THOU'l FUhTF!l:.l\ 
J fll.t!lt:J. liH,YOr K UJ. Ll:..BOtL .-JJ .. ,~, lJi llG YOUFt hl <;,UE&1' ii!IOU1' SAI..Y 

t l:.MI'l"if,,., 1 Ul.•. 'l'O J •. I..OHlll .uvGl.:J'l' ·n.,T .:J<LY lXl nOTHI1lv •'l:.tiDI Nli 
.... en ,,..f.-il.. 1.J n.a\ll\,..~ ... r.I1·~-rJ.Jt.l~L- . Ut.~. .. UUTl . 

I. ::.o ,...m. 
t.ove~nb( r lo , 19.,1, 

I I.rury ll/16/ •.4 
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C/.SLt. 10 I All/.:'. /,1 o. NORrit.B , LISB0t1, H\011 ioJ.h RLFUGU BOIJUJ 

Plt u.l n<livn· t he follmvinu moes .. (;P to Rober t Pilpal f rom 

• • / • . Lc!\'i..t o: •·""-rie< n J< .:ioh Joint. tistribut ion Committ~o: 

Uv.. .1. I.. li.LI:C '" U hi L..u- O.unL ... -IS:.J-. 6.3 YiJJ- OLD 
"1• :., ._I.,.. • ...) J '- • ~ .. ;.A)u-..... ,, .t. l~tJ l.h l1. '--l..aJ ,..,.J .. .h~:.. bOAJ-0, 
...... I .... ':Vt• , .... :...?J:'l.L F .:.0\t W, COLLI.,:._ ST . huTOI.-t. ft ... AR 
.. rc _cum.l 19~:: . .:>w .... , •• ·,, ~'OhW:liOH ::..LY LIAnn oo UT.tOST 
'itJ t, "'-·•> ll t:'\l~, TI" .A VI t'l .1. '•f.- ICl COt<T>.C1' /J.ICl C!!W'TAL 
l_,L, t.ut r ,,,, J ..... , L.Uv.-l!' t. :f.I.JI Nl F1LDI:.L Hth rUP.T,QJ INlO!-.MATION 
n ... • ~, • !• t.o .. 'I' !"ItoC !lO.t f!JII~Ct. Urll.UOTI!. 

'1 r. • :J< .. I~!lo I "· w• •• o. 116. 

! : ::"' . · J· 
,, ·,r'""!bFl" lt..~o , 4. J 
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-.ncan a.l1ef for JiOI'Wq t.e r..t.~tt.ac an ad4U1-' 14,m 

to Ol .. n tl'l1• -It for 8J*11al procr• oa wtnch au- rwpca"te4 1D 

THIS I8 1lt8 STOCIBOUI CAIILI 10. 248. 

9100 .... 
loot '1r 16, 1944 
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IMI!NTIOM 

BEIUI 

!'.c:udoran f'.lni8n orn ce into~ .b "'•117 Qlito • note ot October 17 ttw.t 1.MtllrvU0118 bad be.\ iealed to Ecuador= repreeentat.ive 1n See1t .. rlaDd to oontim or -aac-t cbaztrea 1n tbe lin or hold_.. or ~ta pupo~ to 1ndicate Satmdonn D&t.ionalitT being COIUip1led b)' Allleption Bem. 

V-suelan FoJ'tli&n Off'ice into~ Ia beeq Canca.e • -l'&Ddm. or October 13 ttw.t sn.e Gove1'11D81lt bad been notUied b)' cable t hroll8b v-suelan Cb&J'I• d'Atfairee at Bern ttw.t tbe Veonuelall Ooweaawt rat.itiae tbe liRe ilwotar u 
- peno118 MMC!in Ve• •el•w llc:o--ta, tbat it acne­that the line Mntioned be delinred to tbe S111N authoritl .. abll that tbe otter or tbie Cloverr.ent 111tb n •erd to protectiJII N1d penon.e 1a appreciated. 

STETTIICIUS 
(Acti!ll) 

our 

1&1C 

Miae Cbaunce7 ( tor the Sec 'T) Abr*•oa, kkerwm, Abin• C.... Drv,-1 lllll!roie, 1na<ll:wl, Outon, lloclel, LMHr, lolarb, Mewrn, McCo.-ck, Peble, 11lee. 

Regraded Unclassified



( 

( 

( 

BIG-787 
t bh t.dejCr .... IIU8t. be 
pua,phraaed before be11l11 
oo-.nicat.ocl t.o ....-•• 
other than " (i.)•e:ruen t. 
.&genoy. (RiSBlC!lJl) 

Secre~nry of st~te, 

7~72, Ho•eaber 16, 7 p .a. 

!lena 

Dooted •o•...,.r 161 1144 

llec'd 6a20 P••• 

IIOhl.ll J U<!SII COli~ 7b01t QJIJWU) RUJWJ>Ra •Baterr1q 

to rour cabl e 1~5, S•ha l'oUticlll Depu1&ent. intoraecl 

ua t.bat. Seiaa lliobter at llud&peat. doiD& all. m•a•nl~ 

JlOUible protect u 1>&11,)' ~&..rian J ••• u he can ,1ust1f7 

by ....- aeana. S.iu protaot10ft duouaeata are raoopiaacl 

by flungari.on autboriti.... Sei .. conn.eut •ll'eed eDt.IJ' 

tor trr.nalt. 12, 000 Jna fret~ liunC&J7.• 
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~==·:=-: ... - ... 
DaW Ius 'e 16, 1944 

... ,. 6s19 p.a. 

~ . 
. , .... l; . ., ' " ... 

~ No s 'e ·16, 9 •p{a.J 1 
· ;.. 

rat -.B JRW lllCLIDJ.AIII). 

Pea JWIIU onriiMo'llll ~ WCllLD .-ma OOIIrllii•-

JRm& ..uMRD R'"WP .. 

Jllld lQIIC c:.caawat.S.on with Dr. IIObi - lb.., 

nat.1CWM' a.d ere- NJ&IUID\at.iw ~ IRtMt 1 

t.o t.bGr lt+p-\ del 1 t.s.on who 18ft ~ GD 

ODtobW a9 al1ll jlllt\ ... ~ to SaaU.Mrl.and, 'It pw 

4e\a1lell ...... ~ Gil lllWat.iOD of ,._ 1D ltw!tpM\ 8llll 

110t1on ~ too ~uoaa1 a.s cro. 11111.oa • 
ci1Aapa~ ~ 70U Uw'GII&Il the 1far Jllltupe a-cs. 
sob1.z- • .,.. r'll: tbat Mall\ ~.ooo .uu 1c ,....,, '• 

50,000 ~ .-. ba'fln& -.n IW"'l.a ciUwt.S.OD Aunria 

tor ldor _,.,.., l"'r"- 50,000 - ft11l 1c h a J 

1c aww4 laillor _,.,.. ...-. JhkcU.GD c1w "" 

ot Id«w\laa.l Jlld croo. (t or .-u. pas • ....._ 

at.ll \II& 1A •*"'"'>• a , • 8eal'-1M4 _.Ill • ., 
- a II !'4 e. All ~'-'1- llllllslr ID..,_Uoaal 

B..s CZ00. J&OMo\1011 1naliiii1D£ J llllei u.\1'-\11-, 

sa• ld.--., baepttala, u~'• '-• t..a 
.....,._, " .,. ..... -.......... 
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I ffftl cal7 IIIJ £ tel 

~· (WW) 

81 ... , ~ State, 

WUII1Jic'GD. 

lldlld • 2 16, 1964 

11110 •d 7t56 p.a. 

7n", *'' Ia 16, lO p.n. 

aosnz- ( OGIIUW .. .., 75?4) I parte \Ia-­
li,OOO ,_ are111Clri11J11111 n.osat~ ot ~ 8p)l.' • 

-. 4 to' biaidzed mall o-.. or -'t M.,l AI 

-~~ OM haY1JIC A-aa' to ' ,,. a ad ..-•-· .,_,-

-'lT ~ but. 1111118 1'~ .... 0 t 

ll-9. OW cn aut.borUUII at. on-~ 

• ? .... - _,,, ...... , llll auu\ \bOlo .... ill 

oonet 1 at.S.oo 11114 \brolllll Il". L t a i1bo ft1U liiiWI 

h18 p-.v.c. aua on- o _, ~ 111111 dUoo'- -=u 

~tue. Dr. 110M- IIIIo- 1'0\w ... n- .... 

,_. be _.. ....U.ble far \bY PRill-· It.......,-
be P' I ll1e dt ... l L I I 1Dtllftlll lcl.a ..... 

olo*llc 11114 food cnt.uftw oollAt tie alltnt 2 ill n-. 

~ t.llonlan 7'/NZ " t. ._,_., • a.l ,. J 

•· ••.DCJI 

-
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~~ 
~iatri~tioo of tru. 
re...U.U~: onq bJ apecia.l. 
arrangeMDto (Skeill.t W) 

Secr•touy of 8\cl tA 

w .. abiogtor• 

7~79 • llo .. ..tlc' l.6. 1.0 p ••• 

•w Jov 1 11 tr 16, 1944 

a.o•cl 8a)6 a.a., 17* 

l.incl~ r.<JUUt 'WC ••• Xorlt -..icier \Ids iatomatioD 
oooceraiDc poee1ble •aodua oper&Dcli• betwaeo German 
allu.ri\iea Jewllb oouua.l.1f' .ad lCiiC 1a Vi- &I 

atrio~ ooat1clnUa.l.. Sob1raer 1Dto...,.. M tt.t 
e .. ru. JtDo•• DO~biall u-t .u.. W/q Ylllt ~'I~~ 
wwl4 be aoat bkratUl. 8~ lllqer &114 1 are n••••••c 
with &eb1,..r quenJ.oD of • dina~ a•k'•• ~ 
&'t&il.&bl.e t.o w••h"n 1.D Vi- to .uppert lbat&ftt" 
r-.Uaf eorlt be c..A c:ar17 aut. tlchinMr leafte tor 
Bulla lov.-.r 20 Q~>&Ctii to be 111 Vi- bf' 11111 •atA 
to .. t \lP l CM 10!!1ca t.bera 1! 1 t at.J.U appear a tlmda 
cu be llllt\&l.l¥ ll*lt• 
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DliMd •• 'or 16• 1944 

219S1 lt:>Tcber 16, -o. 

PIICU L4TZKI TO Ptii!Ul tfAR 116700!8 OOABD AliKAilA' S 

llaqr ttfo~ ban be.n ~. to MCure l.bta ( rater 

~ •a l OlS 1\'RB 1.26) ot the ~ ot people loet 

on the l!atlcura. Up to the present i t. hu not. bHn 

poaaibl.e to o!:lt.Un t~ fi'Oill llu~:~IU'd.ll.. Aa soon ., t~ 

&ra received copi es ldll be forwArded to ¥OU· 

STBIHIWlft 

343 

• .. 

ltlN ct.mc411r (tor the s.o•r) Abr&~auon, Jc..,._nn, Ab.in, Cota, ~. • 
~ •• l'nacllan, Geat.on, Hlldal, ' ••ur, U.U.C., Manmn, Ko~n *• ~. ru.... 
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QUOft WI ACDicmmll RIC'CTP!' YOOil '!11111 ()A!!TM, UIIJ F alii 
~ laf BIIDIO IW:£ TIIID.UI Pal SHII'IIliH'l' FIJ'l'I r.- SIJPPLDB 
TO !00, <BU'DUL YOOR Wat18 1!11W.1' SCJiDil'fl WHO IICIJ LCIIDCIJ AID 
WIIO INl'CliiiBD YO!lR CA IIIJI!! SO TIW' Ill APPLYIIfO Pal 'VI& SOVDr DB"'! 
LCJII)(JI, lllf(JJora 

4130 p ... 
1101 I IE 16, 19144 
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I OJ to U 81=1'NJ"J7DP 
COPY NO. _t..f..__ 

SES:BET 'i!. j • I 

QPTEL No. 372 

Information received up to 10 a.m. , 16th 
November, 1944. 

2 ships trem North Russia arrived safely in 
Home Waters, Escorting aircraft from one of H.M. Escort Carriere 
shot down 2 flying boats 350 milea. N.g. N, or J aeroes ; 

2 1 MILITARY 

WE§TERN FRONT. 7th u.s . Army made gains or 1 
or 2 miles at several poi.nts in st. Die and Luneville sectors. 
In Lietz sector u.s. forces repulsed counter attacks and in­
creased pressure on city from north and south. 

In Meuse pocket, operations developing well . 
Bridgeheads gained over Wessem Canal and Canal du Nord have 
al l beeri expanded. By dark on 15th Briti$h troops in out­
skir t s Baexem and Heythukjzen• Further north they occupied 
Meijel on 15th. Enemy opposttion bas not been strong although 
mining extensive end s ':me eviden~e that enemy bas been •thinning 
out and withdrawing &rtillery in this araa. 

IIAkX· British troops have advanced up to river 
Montone north of H1ghny 9. Slight advances also made south 
of road . Polish troops occupied hill feature and small village 
on thei r front . 

~· Bulgarian and Yugoslav troops have 
captured Skoplje i n Southern Yugoslavia. • 

3. AIR OPERATIONS 

WE~BH FRONT. 15th. 174 I4ncasters (2 missing) 
bombed synthetic oil plant Dortmund - 901 tons. Attack made 
t hrough 10/lOths (?cloud) but marking very concentrated. 
Bad weather r estricted operat ions by Allied Expeditionary Air 
Forces 

15th/16th. Bomber Command despatched 113 air­
craft, including 36 (1 missing) t o Berlin. 

14th. Bad weather severelY 
restrictej 

llll.lliU. . 13th. 38 Liberators successfully attacl-r~ 
bridges on Kar~n/Pegu railway and 34 Mitchells started 
large fire in railway yards at Ywataung. · 

4. HOME SEQURITX 

• lncidenta , believed , rooketa , during period. 
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