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TREAS URY D EPARTM ENT 

INTER UFFICE COMMUNICATION 

oAn Dec . 9 , 1944 
To · secretary ·•orgentllau 
F .. o.. u.r . .ih i te 

Subject : ::>orne ,,ratters Requiring Your Attention 

1 . Tl1er e ar e a number of unfinished items or 
business r emai ning from the Lend- Lease discuss ions 
or the Joint Committ ee , some of which require de­
cisions and some of which r equire ac tion by you . 
The ffiater1al is r eady for your cons ideration . 

2 . A preliminary draft of a bi l l on Bretton 
i:oods agr een.ents to be introduced 1n Congr ess i n 
Januar y nas been prepared in the Treasury and is 
now oeing oiscussed by tne •recnnical conuni ttee com­
posed or various agencies . (Copy of this prelimi n­
ary draft is appended .) 

There ar e several decis ions of some importance 
v.hich you Hill nave to make with respect to t he pr o­
visi ons or t his o111 , and it would be helpful if you 
could set an hour aside t o discuss t hose points with 
us oefore we get very far in our discussions with 
otner agencies . 

Congr essman Spence telephoned and urged that 
you take prompt acti on to see t hat the l egislation 
is assil!)lled to his committee in the House and 
&enator \1agner' s couuni ttee i n the Senate . He said 
he was ·ver y much disturbed by the move on foot t o 
a ssign t hese bi lls to the r'ore ign Affairs Conuni t tee . 

3 . Kung nas said t hat he would like t o settle 
payments due Chlna for Army expenditures in yuan fo r 
October, November and December of t his year. This 
is not an urgent matter and could eas ily be postponed 
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i! you wish. In view or trte acutely unstable political 
situation ln China, and in view of Kung ' s altered 
status, 1t mi ght be better i ! a i scuss ions on those pay­
ments Nere not taken up at this time . 

'l'he Chinese are now 'preRsi ng t o ship gold via com­
mercial vessel. Hitherto we have i nsisted on military 
transportation . They are pressing very hard to get as 
much gold exported to China as quickly as possible . 
\te nave stalled as much as we have dared and have suc­
ceeded in limiting ~ola shi pments to $26 million 
during the past year. .'te thinK it would oe a serious 
mistaKe t o permit fur t her large shipments at this time . 
lie would like to discuss the matter with you . 

~ r . Friedman, who nas just returned from Chi na, 
has brought back a number of personal messages to you 
from various persons 1.n Chi na which you will want to 
r ead . Mrs . McHugh has t hem . 

4 . The Stabili zation Fund expires in June of this 
year and an amendment to r enew it would normally oe 
introduced in APril or so . In view, however, of the 
propoRed legislation on Bretton ~oods , it is necessary 
to make some decisions with respect to the form or the 
r enewal in tne next few weeks . 

5 . The Jerman "book" i s be ing revised and still 
awaits being t ur ned over t o some competent writer or 
puol i sher that you ar e to select. Inciaentally, I 
have st art ed a couple of men on a similar book on 
Japan. How far you will want us to go on it can be a 
matter for later decision. In the meantime , I thought 
we might get started in the event that you are called 
upon to submit a plan for Japan or if the opportune 
moment for the submission of such a plan develops . 

6 . \!e had instructed F'riedman to discuss with 
the Indian authorities in ~elhi the question o! ob­
taining all our rupee needs thro~gh the sale of gold . 
He did ~his and successfully made arrangements t or us 
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t o obtain all rupee needs that way . We have finally 
cleared t he matter wi th the Briti sh and are going 
anead with arrangeu.ents for i ncreased sales of gold 
i n India . 1.e estimate that we can thus save !rom 
~20 mill i on to ~30 million during t he next s ix months • 
.. hat we save will r educe u .K. • s dollar receipts by an 
approximately equivalent amount . 

7 . The discussi ons whi ch the boys have been 
havi ng; wit h the Italian Mi~s1on ar e about over . You 
might want to set aside a hal! hour to go i nto the 
matter and decide where we go from here . 

b . l T . Olsen, ot~ Treasury man, has just r eturned 
f r om SIVeden . You n.ay oe i nterested in spending a f ew 
minutes hearing hts report on t he situation in b~eden . 

9 . Mr . Taylor and rAr . Patterson have gone to 
Greece f r om London . Taylor l'li ll stay only for a 
couple of weeks and then wi ll bo back to London via 
~rasnington to maKe his report . \'.e are sending 
A~ . Tomli nson of t n1s Division to London to take 
Mr . Patterson ' s place . 

3 
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Prolimn'U'Y DrU't !or Olccu.,ion or 
o. s. tecminl Co::nl.tt.ce 

JODlT P.:&SOW'l'IO:l 

To au~bori:c the Pro:lidcnt t.o cion on bch.tl! c! Ulo United St>t.oS tho 
ArticleD of \ grt.,.,nt cf the Intcrmtion;l l'onctar)' l"und and Ill~ 
\rUclco e>! \>lreament of the IntornAtional B'lnk fer Rcccnstruction 
and Dcveloomcnt, and !or othor !)\11'1)COoc . 

Rcoolvod by tho S<nntc and Houco of Rcproacnt>tivoo of the Unit ed 

St•to~ U AIIIOric> in Ccr.o;rco< aoec~olcd1 Tho t Uln. Pl'eeidont i s hen> b)' 

nuthori<Od on bch3l! of the United Stntca (t\) to rlcn the Articles of 

Al:re'""nt of t~c Int, r:>1ticmal llcnchcy Fund (hereinAfter referred to 

• • the !'V.nd) . one! Ule A.rticles or A~<r.cnt ·~ tl<: lntcrn1tiOMl Bank 

.,,., 

f or Rcconst.ructicn ~~d Dcvc.l O":"D:)nt (hcrc1n'lftA..r rc t c: rred to 9.~ t.~.c B~nk) 1 

both •• cot !ort.'> i n tho Final Act of tlYJ UnHcJ t'oti cne rcnctacy and 

Financi'l Conference , >nd (b) to enuoo to bo dc~ooitod the instrument 

t:><>eificd ':>;,- U"ticl~ XX, Section 2(a) , o f t ho Art.iclce c! Agrceacnt of 

Ulc l"und 'Uid tlo< inetnrxnt S!XC1I1•;d b)' Articl. XI , Section 2(1), cf 

t.hc. Ar!.icLls of \gn;!.r.cnt of t.ho B:t.r.k . 

SIX: . 2 . ,\pooint::tont of 30V\.rnor o , Tho Pro,idcnt, by :mtl 'll'ith t he 

C 'lnd f\n al t .rn"lt.c , nnd" itOVcrnor of tho B'U\lt '\nd 1\n nltcnmtc . oovcmoro 

4nd 1\l~om~too oh3ll ocrvc for five years froiD tho dtttc of t heir ro=ctivo 

• 
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1n tho opinion o~ the Prcrl.dcnt , be nocua"'YJ 'Uld 1n tho ir capo.eHy of 

either liS oxooutive directors or no nltorn•tco under Section J or thio 
• 

Joint Resolution . 

SEC . J • .lppointocnt of executive directors. Tho President, by 

director or tho FUnd "Uid "" axeeutiv<. director or the Bank . Exccutiw 

c dircctors ~h.!lll !ierve for thrco yo:'\rS t'rC::t the d'\te of their respective 

c 

1ppointmcnts; Provided , Th>t oxocutivo diroetors •poointcd boforc J.nu•ry 

1, 1946 oh~ll, respectively, bo proviclon'l dirootoro under l~ticlo XX , 

Socti~ J(b), of the ~rticlco of \yrcco.nt of the FUnd •nd Arti cle XI, 

Section J(b) , of the .'.rticlcc ~r .\t!roo...,nt of tho B:u1l< , ~nd their respect.-

ivc tom: of office shul er.! on d1tca ~r tho first rcguhr elections of 

cx.:cutlvc dircctors plll'SU>."It to s1id sections, Executive directors sl\.1ll 

dovctc: t.hcir full tine to tt;e L• dutice "'' ' xoeut.i•:c dircct.Grs !..--ft :51'\"\11 

be oll~iblo fer r .1>ppo1n-nt. Exvcutivc <U~ctore ol"ll, with tho 

~pprov'\1 of the Prcsid~nt, nppoint '\ltornntoa. Executive d1r~etors and 

dtorn•tc• 1n their c'p>city of exocutivo director • or altom>tce &.'>all 

rccclvc no ccapcna>tion froc tho tmitod 6t1t.oe, 

SIX: . 4, Suporv!aion of ;;ovcrnoro 3nd cxceutivo c11.rocton. 

(1\) There is hereby c•t.•bllahcd t he Int.orn•tl•Ml P'in.nchl 

Regraded Unclassified



. . . . 
c - 3-

Ora.llliuotiona Botrd "llhicb st.-.ll con&iet c r tho SecretAry ot the Treuv.ry, 

"bo oh.-.11 b~ Cbaiman of tho Bo:u-d, tho !:cerctarl.<.a of State 'lnd CocL"T>rco, 

the Foreign Economic Adminiotrater, and tho CMI.rmGn or tho Board of 

Oovornors of the Federal Resorve System wnd tho Securitie s and Exchange 

Com.-iaoion . Each mombor of tho Boord coy dco1r,nato from his department 

or agency nn o fficer -.he may act for him in 111 "'ttcra relati ng to the 

(b) Tho gO\'tmors :md executive director s o! tho Fu.'>CI >nd the Banlt, and 

c their •lttm,.tcs, 3ppoi:1tcd by or on bch1lf of tho United St3tcs , s.'lall 

koop the Intortl1\tionol Finlnchl OrgMit.,tions B011rd fully infonnod <>f their 

actlvitioa ~nd <hall consult vrith •nd Mt Pltri!Wlnt to the diroction of tho 

Boord. 

a cem.dttoc , to be kno.n as tho Adviaory Coomittco on International 

Financi'l Orgonizations. Tho Advisory CO'lll'littoe sh•ll consist of the 

c following, each of r."hom shall servo for two yc~ro: 

(1) '!\Yo I:!Cobors of tht Senate to, bo oppointod by tho 

Pt-os1dcnt frQ:l ' P"-"ol of six S. Mtcra choo.>n by tho Pre sident 

or the Struto; 

(2) Tl'.o acmbors ot the Hou.IO of Rcpr<>JKnt.,tivca to bo 

Regraded Unclassified
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•ppointcd by ~he President rr- a pMCl or eix 11tabcrs or the 

llouoo or Rcprcocnt.ati""s choecn by Ulc Spc"ll<cr ; '\nd 

{)) ,..., repr<:ocnt.ati""l C'ch or bvoki~ , CCJ!IIII:rcial, 

incluetriAl, l.&bcr and agricul~ur\l intcrcs~s to be 4ppo1ntcd 

by the President. 

l!""'bers or the .\dvioory Coorni~tcc ehlll servo u euch without c mpcnaation, 

b\lt sh\ll be entitled to ncccsso.ry 1\ncl ACt.u\l tnnsport.ation, !!11bs1etcnco 

Md ot.her crpcnaos 1nc1dcnt'll to the pcrronnnco or their duties . 

SEC. S. C=nl.cation of p•r ""luc. Tho President, upon the request 

of the Fund, atull ccmrunic,to to the Fund the par Vl\luc of the United 

7 

Statco doll,., v.hieh sb~ll bo dotintd no 15-S/21 grllin• of gold nino-tenths 

tine . 

SEC. 6 . Certain ac~s not to be W>dcrt•kan without authori.,~ion. 

Without specific autbori2.3tion in -.dv!IIICO by joint rc ... lu~1on of Co~"'"" • 

no person sh>ll on bchalt of U".o United Stetce (A) request or conecn~ to 

any chAngo in the quota of the United St.atoe under \ r ticlo Ill, Section 21 

ot tho Articles of Agrc=t or tho Fund1 (b) propose ""Y cha.ngc 1n tho 

par valuo of tho United States dollar under Art icle IV, Section S , or tho 

Articles Of \grcanent of the Fund, or •pprovc any generAl Ch'lllgO in par 

nlucs under Section 7 of th-.~ .\rticle1 (c) vote t or • n incrc.:tsc or e'l>itel 

etock under Article ll, Section 2 , of tho Articles ot \irc<:aent of tho 

8VIk, or eubecribo to .sdditiond eharoa or etock under Soction ) or tlw.t 

Regraded Unclassified
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c .\M.ielo ; (d) ace<rpt a ny am<;t><lt..,nt under ,\I'Uel o XVII of t.!le ;\rtl.e1cs ot 

Agr<ICIIOnt of t il<. 7und o r \I'Uc lo VW Of the .\rtieloo of \grcaocnt Of thO 

JlM)c . 

SEC . 1. Approval of acts of Fund and !Wlk. Tho Proaidcnt, throuah 

•ny •eoncy th• t ho !My dc signoto , or otherwise , 1a hereby o.uthoriw d to give 

tho approv3l of t ho Unt t cd St3tct~ llhonovor, under tho *,rtielcs of \grccoont 

of the Fund ar the \rttc!.Cs of .\gN.,..nt ot tho B'lllk, such npprov:tl i s 

required bctcro My act c-ty be done by the Fund or the B·!!l<, rce;>cctlvoly, 

c provided that nothing 1n this scctim oh>\11 ~rr,ct tho orovi sions of Sect ion 

6 of t his J oint Rcool uticn . 

SEC . 8 . .\gcncics f or dc'ling ,,'J.th l'unll •~d e ... k. The Secretary of 

tho Tro"'li'Y, vrit h t ho •pprov~l of the Proeidont , directly or thr<>U&h such 

,,c.ncioo '\S ~.: ""Y dcsign'\tc , 1e ··mt~orir.od for t'lc. 3cocunt of tho ! und 

B'nk in gold "'d foroign oxcluncc 'ind t'ICh oth..r irslr=o•.t• of credit ~nd 

rocurit.ioa 111s ho may dcen nccosG!\ry t..o c~rry out the p\:f"?CSOS ot the 

( .\rticloo of .\groor.>Ont of tho Fund '"d tht .\rticles of .\g:-c..,.,.,nt o f thn'B'Itlk • 

. ,, 
SEC . 9 . Dcoigmt ion cf dc;x>aitorica . The n..crot.'ry of tho Trc.aury f 

r.Ay :loeiin"tt"' eng C'lr -ore f-x!oml R.cs .. rv"' 'hr.ko, ts fise""l "!gent of tho 

Regraded Unclassified



.. 

- 6 -

SEC . 10. Js::u:~.~"" of nct<>s . In 1~l tl.on to obligstlons "uthcrhocl 

to ia~o £rc2 t iono t.o t1~v ot p'lr not.oa on the credit C"C tho Un!t.od States, 

fer t.h4.. .. U."";))SCS cr ·.:-ticlo I!, Sccticn S, or th-: \rttcloa of .\gr'O(.~nt 

ot tho Fund, •md .\rticlc v , Socticn l'Z , cC tht: \rt1clca or \.t:rcc:,ent o! tho 

on dcr'\lld of t~..l FUnd or the Bttnk , '" tho cue ""Y !>.., lrJ crcditin3 tho 

'\ccount o f tho Fund or "IU'lk , r eenoct.ivc.ly 1 in n. d~.,oei t.ory dosi.p:M.tcd under 

c 
!;e-ctio~ 9 c.! tJ:is Joint Dctolut.ion . 

ie '1arcby '\uthcri~od , through 'lOY 'l!"Cncy t.h1.t be .,"~' d.ce1ernto, '\nd UJ"'dor 

!1!ch rulr.P '\n:i rtzttll\t.ic.ns 'l~ "t(,. _,Y ")f\..&cribc , tc .cbt'\in fro:t nortono 

anb,jcct to t1K. juriedlcHcn of th<. l:nitcd !:t.1t.o "" LC 1'\Jmish to the F\md 

d'\t.'\ N(j,Ut.ttcd by tb;. Ful"'d undor ~rt.i clc v I Sc.ctio:"l 5 or t "K: l r t.icloe o r 

of '\1'\Y rule or r teul'\t.ion issued undor "~Uthorit~· ('l.f thin section Gh:\ll, 

l uf»>n crnvict1cn, be fined not -:aoro t.h,n "' 1010001 or, it,.._ n1tur'\l "cracn, 

"\:'\y be 1:'\J)ri~Mcd fer net. norc th'\n tc.:n j'C1.rs, or bott, ; "nd 'lllJ. officer, 

director, or 'lgcnt o f '\1\:f corpor:ltic:n 'r"hO kncr.-i n:-ly I)"'.Tt.iCi!):).tcS in t"UCh 

viol•t.ion my bo punlohod by ' lil<o fino, L~ri,.,n:>:nt, or both. \a uaod 

in thio Section thfJ tc.m 11.person" mo:~.no '\n ind.ividu.'\11 ~.;artncrship, Aerocia-

t1cn, ~r ecroci.l'"\tlon~ 
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sa: . 12• ReOPval e r prohibl.tion on do~l1.'lfla in seeuri~ieo , 
I 

Scc~icn 1 of tho i\Ct of \orll 1) I 1934 1a ..,.,nclocl by the ad<!J.tion or the 

tollowine Ctlntencc: 

"Tho provisions or; this .\ct tto~ll net apply to the ule 

or ourch•se of bonds, secur1 tic a or other obligations issued 

by any foreign gov~rnmcnt, or any organ1&-'1tion or asDocilltion 

acting for or en bemlf o.f " foreign govcm=cnt, llbile it is 

a -.c:Jbcr or thG Int.orn>tiOMl !!onct>ry F\lnd and thC> IntcrMtiOMl 

~nl< for fb:construction "'.nd Dcvolopocnt. . 11 

SEC . 13. Jurisdicti on of suits . \ny euit at l>r. or in equity; 

brought within the United States, ita t.orrit.oric s •nd posso~sions, to 

Which e ither the FUnd or the Bonk oh1ll be n o>rty, shall be domed 

to oriso under tho hws of the United St1t.os, 11nd tho dist.l:ict courts 

or tho United Statos sh>ll huo origin1l Jurisdiction of ,u such suits , 

Tho F\1nd or the lhnk, 35 the c•so MY be, when ' dofcnd'\nt in >n.Y such 

cuit , c-.y ot >ny tine before tho tr1>1 thereof rocovc ::uch suit into the 

district court of the United St1tcs for tho proper district by following 

tho procedure for rcoov~l of C4Usca otherwiac provided by low, 

SEC. lL ; PrOvioiond payocnta for adl:dniat.,t.ivc expenses , Section 

10 of tho Gold Reserve .\ct of 1934, 1ppr ovcd Jmmry 30, 1934, •• llnCI\dod, 

1a 11>endod by 1dding •t t.h<: end t!10nof tho follood.ng new Sllbscctiont 

10 

Regraded Unclassified



' . . 

c 

c 

- 8 -

•(d) T!>o !l>nd eat.>blishcd 1n t.hia sccUcn •"-•ll be 

w•ilablo until December Jl , 194$ to noot tho '"ymen~s required 

by \rticlc XX, Section 2(d) , of tho .lrtioloo ot ·.crocnont of 

the f\Jnd •nd .lrticlo XI , Section 2(d) , ot the \rUcleo ot .\&re'"""nt 

to be' :~ppropri~tcd, out. of 1\ny money in the. Tro·u~Ul")" net othor-,;1$0 "lppr ... 

prbtcd: 

(") f or n')1.na t~- subscri?Uon of t.hc llni ted St,tcs 

tc ~...,., ?unci, ~949,72S,ooo. 

(b) for o-,yin~ tho subscri~tion of t ho United Shtcs to 

)1,7>0 sh,ros of otock in the &1n< , ~J , l7~ ,682 , SOO, of r.~~ch 

Regraded Unclassified
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lr i\ltcmaUve S<!etion 12r 

SEC •• 12. Reaov.l of proh1b1Uon on do,Unt;o in accurit ics . 

Tho \et or April 13, 193L , c . 112, LS St3t . S7L, is horcby rcpc~lcd : 

Provided , ho...,vor, !Mt offonooo coo:r.ittccl one! I)Onaltico incurr ed l)rior 

to tho tnking effect hereof may bo pr o•ocutod ,,nd punished, and procooc!-

tna• for ••uses •rising or acts dono or com:llittcd pr 'ior to the tsking 

o rroct. hc.rcof' c.~y bo ea::oncnccd ruxl prosocuto4, in tho sane o.~~r and 

with the """" effect as if this Section Md net been p3Ssed . 

c 
SEC, 

Section )(b) of the •\ct of lhrch 11, 19h1 , '" Monded , is furtllor runonded 

by 'dding 't the end thereof the follm1.11{l scntence: 

''The ecttlcoent of obligationo under Any ,grecocnt or 

ar--nngc.::tcnt r.ol.dc 1 pursuant. t.o tl11~ \ct., with the govemaent 

of any country "hose dcfcnoo tho President deCI:Is vit•1 to tho 

dofensc of the United Stntos ""Y includo the sottlcT.lOnt of 311 

l outstanding indebtedness of such ;ovomncnt to the United States ." 
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109)6. 11 1 n a r 9, 6 Pnllo 

fM GA1ef 1 eMole leU., ... f I • C• 10 ...... 
ee1.-~ Ma t"'• e aUla ete~ 'W 0 dn ,. 1 tu 
ftJ.Uit;J •'IpS ee 1a .1.-q ftPII ,.,,. 1 ° rt.. h rt' ' 
....... \o Mlt.IIDIUe Goa-.1 "'• 2 2 

,_ .._ _, •••• fill 
JI&HPC'W elllliaev.H 1M, .. , .......... to ...... 
~ a.aw.n ot ..- ,.. a n.. IM• •• tal 
~\tee .,... "wpdJ7 e6 In t t.. 111a1awr ._. -. 
ete\ed \11!\ e\tpw ... -.., tu. \e punA - ie 
, ...... ot _. puepone Jepnr 1M atd. ...._ 1a 

o>s.n. t.llen - \o diiP •e --ter wlUI h roll Qa- t. 
le eqe 110 e\epe ... ~ tu. \e 111'f&Ua\t fO 1 .. 
MW 117 p If'• 1e _... • .... II a' .. tent.~, 
•\ ell pw.u; \e Ylll14 ~ tor - 'MI' wwe pnl.., d. 
lOC liN ..W 11111e\tr \o &Ilk ld.e ao•w t " Jl '"I 
ell ·~ pw.eepw'\11 lieU"',_ 1a ..... -
a. .... oa a'" wi'I'.L\817. ...,.. .-~ -r 
-\ ~o -·1der telrtaa ap -~-- wl~ ~~ .... ,,.un~~a.­
Ma\ ...S 1 1 f1 1 ·~ Uae\ ell pw.eepw .. " p 1-IIL&lal'lw 
h•ed be PN'•1ed eM - laftUMW .to - ill 
ll'benW a.reu elaM Ul1e 1t lc.- \o a. ,. ._ 
preJ.U.O.-. Pl'O~- aaua , .. to •.uue"' ... ~. 

'Utft 
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Rome, f r o• Dr. Frank D.n&ciOCI aDil ablba Storwlllq ot 1Dteroat1-.l -­

allll !lleU.f eo-i.t t., 103 Putt •-•· ... tarkt 

QUOTE • CABLBD YOU FIVK 'DIOUIWID OOI..LARS Pal RBLDP 

.liiTIFASCIBT Rlr'OCIIB8 .liiD <mDR lliSP1.ICID JUS<IB W O 

sur FIVB 'DIOUS.lllll ooi..LARS .&~~miOfl& st lWL ACCa~Dim 

ARIWiliMIHTS IWS 'l'lTH YIJJ Bt "lllft'W. PUWII C.lU 

ACIJiaiiLIIXlllll ALSO !WI! MD .liDliSS FCII l'Uf1JU RIIII'!I&JICIS. 

• ~UorJ 

4115 p ... 
l)ec:..tler 9, 1944 
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CAD TO •""'B''ST lWiliJl 

Ratarenca ;rour J896 ot lfow.ber 29 ud 39U of Dnnnr 1. 

Depart..nt ud 8oerCl appreciate iatcnwati on ooote•,., 1D aboft N~M. 
In tld.a conMOtion, aut.bentic 1Dtcnw&t1Clll traa lh1apaat, dated ~ a), :a..b.• 
oawa t hat ..... ral cate1ort•• ot Jan in Budap .. t, 1D poaMaaiClll ot prCIWotlw 
docua.~te and '¥1 ... troa t orei sn IOftrnaeate, haft bean a-.pted trca paeral. 
traat.Mnt reaarftd to IIWiprian J ... , axoludad troa depGI'\Atloa to labor c...,., 
&Dd hald in Budapaet under &IJ'&• IIIIInt with Garman autbori.tlaa wbo an reaq to 
srant th• tran~~it mu anabl1ns t llaa t o 1Nft A;da tarr1tor'7 at. a later date • 
.lillons Jna with Spanieh 'fl ... , only one f ud.l7 cona111t.inc of tllrM pereoae 
haa b .. n included in t bia conca111on. No mention i a aade ot tm7 axt.en.ioa ot 
euoh .m:eptional treat..nt t o t he 2)00 or t~ 570 Jen Mill~ 1D 7fNr 3896 
and )912. Pleaae urgentl7 tiiCMnor to obtain annpti.c Spanl.eb i n\erouaioo 
i .n tnor ot theee 2870 pereone, u ... 11 u in ta ... or ot t he otber 700 J ... , 
to *""'• accordins to -,our )912, Spanis h 'Yieu ban been a utbortsad. In Yin 
ot circUMtances , it would appear dnirabla that tbe attar be talcm up b7 
SpaiD with Ge!"l!Wl repreeantatifts in Budapeet, Barlln, and w.Grid, ae well ae 
wi~b INngarian ottieiale in Budapest. 

Please advise Board wit hout delay ot r esult s ot your endea...ore. 

9 t00 a.a . 
Decnber 9, 1944 

Regraded Unclassified
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11.- ,., ...... le ,_ .. .............. 

... ill ••• l ... 

' .... 

( 
.. ,._ ~-., ............. 1111., .. IIIII II' l • 

......,._. ul....,. ss nhte W..._.S. _..._. la...,. 
..U.e, Ia We I I eMU ........ , .. lafe,_U .. ,._ ? a , .... ..... 

Ofte'Mr .......... e .... , -...1 p.._.nee., ~- la. a ..... la .--e.a .. ., .......... •• .. ... .,._ ,... ,..... ..... • ..... 
Mea ._..,... flrea £ I ral U 11 1 I'IQ etA 1e 5 £ I• ~-. ' S S 

tre• .. ,....., ... ,. J.Mer ..,.. u& ~~ew La >' a • ...,... 4111 a "'~ 
a.- ...aa.rut .. .- ... ~,. srua u.. 11 sit "- u•• 1M• 
,. lww Allie 1errta.. •• • later ..... ..... olew d~ -.,..till ft ... 
.., - fMl~ _el .. t._ ef-- .. 1'1 S ........ fMJ a lla We-
.... ,... PI _.ln ls _.. et MiF ..,_et .. et _.a ;U-1 , .... ._. 
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...... uoo- .. IS'ft) ,_ -•t..a la .,_ - ... liP. n-ee-~ 
laic IW .. eMala e-·Ue £sdlll b.1erN?elN la ...... ef ..... lltiD 
.--... wU •• la ,__ et 1M etMr tOO olew, ,. ....._ ·1 r"• 1e 
~ •u • ....,. • .,._ ..,.. ...... aatllens:A. x. ...., et m ,.. .. 
" -.11. ............. le ....................... "' £sala .. ~ ow , 
...,.._,.""• la ............. lla. u& ........... wU .. wt.- • •rfea 
etttetals la ........ . 

Plwae .. .,. .. ....,. wttlleat .. ler et ....Ute et ~ 1 I -· 

• • 
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........... fit .. 
ncf'•l ..q IW •P"'·1 u-···· p'.. ( ' g ., 

~.D.O. 

5043, D11 ' r 9, U ..._ 
(~ UD r:w TIO) 

RHeipt. ..C11'Md et .. ..,...,._. ~ ._ are ~ 
&t.awa c1t.1- •• wbaM l>ellllll' ot a.i,;r.Uoa Yieu b&ft 
Zl73 , llcwuber u, 8 p.a.)l 
1.16, 222, 240, 241. 249.o 

llal&Una et re.U.t. •U 1•­

Ml r r 
.... II I D I '· ltll4 

w••u..-

l ... t. eot.z7 apprwftd1 104, l.Oio W. .. 246, 250. 

PuMDa te aw UD1W ...... .... 8 • I 1 W or att.or .r.u, 1, 19411 aa, ft0 w, •• loft, a32, a)4. 
&U et _.... Uat.e b&Yo llow tn '''-' te 1M ,_elp Wfte c\11 uepUw et Wo 14t, _. ~ 11111.* wore roel.,.. DeaiiCI• 5 UMlllft W.C trpod propan.~ - t '••1-. 

Ila _..,_ W.,.. 11lUI 1.-pt.loa DIDIIf1 Fenip ott1oo .a~ ......... ..,_ ..... t.o tVRI'd ... .. u-. .. I ........ ..,_. 1a -'"'- I D I c. I "rt T .,.,_ ._.. ...... ooUw ..W WI\ id 2 2 t =w,..... fnnrd\t.ol fit U.w \o t 2 pes\ 1 •"= ~ t1 •• .. deparUaa ~lor t• a ttn _. W e ptCJIC U.\ foU i.npluUoal. 
H' ' 1 w r ... t t.. _...,.,, tMil' ,...__ ""fit...... •. 'a) ........ \UM lkar1lljllu\ . ..... ...... - .. "* a...u. 1a • 'epee\ 1a de1ac ·-''"••· 

J1 • .. 
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18 
.. ._.. D to 1144 

..... u.co .... 

~. l>euatu· 9, U a.a. (llloC!:U:. ftll) pnztN• .. awe_. 
-a hr&• _..ret.)- UDder a apeoial. ~- rn•l'' Jj 

• Jll8prUa a.-~t. A-nUJI& te lu\ r1p ... I • llu .._. 
1~,000 ~ .. iah pr.tec .. IITI4er \b.ia PNCnal ~.ooo et u.e ..,. ,... 
W.Uft puaperw. S...tiah autMrUJ.aa .ra le&Ua t. .. ..,*-1 ~' 
1D alit' ~ c.W.4 JMg&rcl1se er re\aft W. ._Q&n. r-. an et 
apial• that pr .. eat.U. et IBIIU.te te --.n- Ow•w \ ..W 
M'fe watanrable I'UIIlt. aDil ai&ht -cei'llabq dn=p \lldr eUler J..ull 
rtliet wrk. Sa1 u ab attici.ala tur\ber feel Uad • pne1.1oal ftlDe 

h w be clerind. • preMDUJI& u. .. '•· at a UM LepU. 1D 
11\ldap.,.t. ataDU re&AIJ te ai4 aU .Ina wbJ appq. 

Ap.iD aa nape&\ 1111 Uat.e or per-• la rr-, Ge~, 
Caeeboalonld.a, Polaad, at oetera. a .. cliala •Uaorl.Uea ett.r -
INll.et.iOA •1Ua S..U.a lllaiater ill lerlla an ~\ \c 11abJJU 
llat.a \0 C.nu Clo'fe..-t. u h 1a feared ~ta\lOD ot -
WOI&ld acln ne}T att"t Oil'- ot tbe n\ber larp 'Jr ot 1111 tel 

relief ceeea a1rMq beiq lwnc!Jec!. 1\ •• _..w liiJ romp otflce 
t.bat. perbapa 81rial QO'feruet\\ CCNlcl ITuld llata \c aer- GofWI D" Wl\b 

recoa:MIIclat.ioe t.bat acl.,.t.a&• be t.akee ot Wa oppon-lt.f \o MJIIl .1 ... 
to UDit.etl &t.at... It aa I'JCJUecl • f~ Offloe ottici.al \be\ 
SeedeD 1D Allpat. of \1\ia 7e&r illto....S Genu OD.... \ \be\ 8 1 I• 
1e wS Ub& to au- •"'7 iDto Swwd• ot.., per- to..,_ • ,_rl_ 
~crat.ioe 'fiaa aa 1a..- oa or attar Jaq 1, l'N,4. .. t.nMr 
e\.atect Seed• at.&l.t.a.a-·•'7 wlUa pn-tat.ioa of llat.e 'r lwlu -u 
repaa1. t.hla uiNI'aOMo 

... , .. 1.1oa 1a oot. opt.iahtic -nill& po .. ibWt,y ot -..q 
beae!il.l arlain& o~&t or pn-t. prooecllan aDil teela llwecliab at.aTIIlpola\ 
an4 wue, u ... heft Mrlt.. (QID IIJFBt111). 

1.111 
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dac ="-• md ltA ~ too eli Y at cntiN' .-.....- ....,..., •• 
!dell\, la -n.• at ta ..u. ...... a ow m a\ttt~D, lead to tM llllrl'llll8 
dea\b ~ NUWal ...,_, Cll•U.. ld*' r1o Iiiii' allW lit' - J~ -~HIJ'az ...... o.. 

COiitJ II '• UT 0 _,_..,.. 111 1aft ...... I' at .,.. 'IIJI9 at 
Dr '• 4, u.u. Ouuw '1ICIIIW be '•" f \o an up' .._ J 'a 5 
.. t.be ~ ""' tM 2 ' 1..- .. to te)t w ... 1\ le ... ~ 
deftl..,.S lltor1ft ...... :IJ at 811ft 1llad - ,.., .... u. ., Clltt •• 
doo_,w rnw \baa UIU ara ' Uaa\ o au..._ u. ..aa r trw 
9111aa a\\l\GM. Tlaa' ..- aVlo\ •: 'M'b, w .. o, u l\ u la w • 
caadUl-, Sol bd1Jj lpp1l.ad lD \be JreiiWI\ air rt n••• u • •''- at 
deep rewxe\, 

p~ expleh U. abow to apJII'Cpl'tatA S.U. ~.t1clala, 5 11 .. 
thle OU UWI ''a bope that thWil' aU I'W- Uallir f- attt .... at 
lilierall7 lat.erprftilnj all cs-J• 1.1p1111 Jlbl.ola U.,. oOIIW Gaau- tMlr .,_n1 tan.aa t\aaatloa ot •11luc inn~ u-. 

IRBtllft'tm 
"12/9/44 

8&li1UU8 
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.. •• 1 180 .... 

.. 

1036, De••••r 1. I p. a. 

VU la ....... , \e Sknblallll'e -·· ..U. (Le .. tla'e ?tlla, 

IIMeaMr ? ) M Qat .. et onliM.N ~'Dh. I ebaaU app.-.. lak .. 91• 

•• •• w~ller U h -.ucl'• ueln tbat w -•'- •• , ..... , ..-
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liMN De1111t• 10 1 ... 

...., 10116 .... 

llal.'NCM CII.IIIl p-.le wn .... ~ bh 3a,600 penele 41nrlntea \o 
-•elaU•Md perNae 1a tellewbc -•&MraUu .,..,, 

~'• '111M paroeb; Sao....,h-. .. ~•anrc. ma1 Jleoh• I'Pft 
Jaft .. 'bn.ok (W•••' a oa~~p), IS88; lflt.e."V~I.v... , 12TP1 1&\-Uu, U001 
Wd.ar l:hUeutaoho 68111 IM.tbauea, IS20; :Berp...,.lNa, 3'181 hld.paa\ 077011 
(1a41oatlea tor :up o .. tablae nailer pnlllun lnaoll peUUaal &epeftHo 'IIIaH 
leoa\ha a.r-.. retv.N h nYMl) 306, 

A oeriala 11111\-.l IIUI'ber at .Twhh b\n•n (U h utu\-\elT •' 
peunle ct.,. exaot tlpre) •• pnNa\ 1a .,.., .r laftubruolt (Kuat~U"taa w-) 
llav.\~Na U4 llucheawU.. Berce-BalNa h uolulftJ.T .Twlab. 

I ebn.l4 lib \a pela\ ea \ha\ 4h\rll!QUea at CiliUM pe4a 1a acr•• 
••• wUh ICBC •• panlcnt.larl.T 4ee1CU4 \e 'brlae nUet \e iba ftl'7 la-p _..r 
ot M-.Twlab (repea\ .. a ) peUU-.1 u\aluea 1a \be .,.., Ga.- oe-atr&U.-
0&1111 qo\ea. ~ u-.Two an .._," praoU-.J.lT •• 'bra\allT aa \be .r ... ..a 
"QP h \ba pruoat uaee41acl.T little beo ~~e .. uae u balp thea. •uet 'lhlJ a\o 
h .Twloh upen••• 1a \he oevae ot the paot 7ear .. \ba ether Ma4 haft \Ha •­
o14era'llle, !he oTl)() $100,000 oeatdnUea h \ba 1010, tar • 1111•, wae apen -
olv.e1.,.1T ter Jwiaa nllet aa t.u ... , 100,000 lwho t-• (Ma\ at total at 
..ae,ooo) woat te "'••t• \llrftcll 101111 uU...\• 1a hobane\ tar puo~~aeo toM, 
ole\hlac ul. tu tlaau1o1 nlbt \e Jftlaa ntllpoo, ••nt•Jt7 "'valac 
fnaula\rlaa 4epeftNII 100,000 ~. \e phi ••\leal 41rlo1aa of 101111 Jotn 
•uet Ceoldeetaa ...a •• olllp ..at-.1 csU•• "IN'&ea ••l•• .Jftiab •• n,. 
M 'spa~ (bo11141a& 0&1111• 1a Cna\la) !Mneioaa\a&t 0&1111 at :Bllb- 1a V.,. 
IUeota &M •J..Uooh •\uw\-..nou..• 1a O....W; pural ..,-~t wJnn 
of 3al,000 traaao -· ol .. epoa\ 't7 .Job\ 0.-.lMlO for tH4 (Mila HllMUft aM 
1a penelo) lllt.t..-h ,. o- (Jiq, .r- .... hlJ) !baroo1notaa' (,_ ~ 
-•• 1a .1'1117) ht·snt (M.Ua..a aUk tor Cllt.U4na 1a J-) :Blrb•• (hptnller) 
&a4 lep.,..el- (•'t'Mbor), 

( 
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10M, DeNIIber t, t a.a. trea lien 

o.--· wUll IOIO'e u;ne.- .... lecloal wiell UIM zoeu.t •'z ta 

IIAMlM ., O...S.UN tn n•aatet•u<N peneaa 1a ...._ -tzoeUM - 'M • 

aa ~lal 'llaeia .... •• UalW te.., aatla-.1, zoeUctne er -lal &1•4•• 

I ac&"N wl\ll tllaa \bat OUiflM pe4a .... tint let at 1801111D ...... le ...,,. 

p pr~ w •a-.1-. Ov Ueialaa n..,...hl * 18011 WD ,..W *!ala_.. 

'•lac ... , ,. J)ecb•, heb• •'•• .... _..__...OS-'•Mv•· ......... • a • 
Mav.t-.eaa, :r.l.dpan Of'P02 .... llar...-.•1•• -. al• t.anv-.. bT .u,..., 1a 

pnNaa af .0,000 W.rl4 Jwt.ell 0.111" .. paroala uol.w.eiftlT •• -•dldlatM .,.,. 

prt.aot.}l&lq 1a llarpa~ ....... !l'Mnat....wt. 

hture Uetr111v.Uaa at IN,311e liD paroah, tu -• af ...... ellt.,_.t 

t.a :Depal"t•••'• .ocn, •nllber 36 WD'• 291, ,.. ••t ,.h••• eab+1 M •• ar­

rt.n 1a Oatllnllv1 t.bie ••tll wUl be aRrt.M nt ae aqdtMlT .. paeei'bl.a M 

.Twa .... Ma-.lwe •• llaah of Ulft& of_. preria"&a nlt.at n•t.,.. .... paeat.ll­

t.lltT fer Io:ao h euroha .. thfaotaq ooaml anr reNtpt. 

Lh\ at ~· t.aclu.4 1a ,...,. ataT 11ae baa aan1Uh4 te ICIIO. Pn­

li.JI1a&l7 Uaoueioaa at tllh Ua\ wi\ll tua (la tide napaat - Z.C.t1aa'• ,.'71, 
Sapteaber t) reTMla \bat ••• at tlllla plaoal are Mt (repeat aot) aM~P• :preparlT 

apeelda11 are a••• tN uar aaa\ara tt.pUas froat h be aeo .. at.bla •• ICIIO .... 

etfer nq UUle ,. .. nuu,. ef ... 'lilt'• oaatzoel of noet.p,. ICIIO etataa ~\Ida 

( 'C'eapao' tba,, t.t DA IIIII. Mill wt.ell te wat.n Ua,rt.lnLUaa oaa,rel ldtbane nqull'M 

ef Oe..t.UN, aii..,ph ooul.4 11• aa4e h •-' paroeh h a larpr IIDIIller at -.. 

oaa~as J ewiell u,.n..a. 

( 

I will •• :r-• ellenlT a •parah ••aap r81Al'41&1 muaaa .Uidt\M 

M • 117 IOIIO tbat foa4 paraeh Ua\rt.'bGa4 'Q h aew •uat .. hrt.lT naell iaoo 

ted.M 11eufiolart.e .. 

ftD 
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D11V1•t.1• oL U. 
JWA S .. oaq- a p-1el 

~'· (IIIICr<U •> 

Dele&a~ion• s 7594 Jo~r 17. 

... 
DaW Da '•• t, 1t1W 

...... 'Pa)'l p.a. 

I baYe reoeincl tollowin& relhble iat-UoD 
troa a .,... 'IIIIo let~ BraU&len •1&" dqa ap -
in;; s1t.ua~1on ot .Ins in Slo.....U. aa oL Decau- -· 

Abou1. 900 Jewe in BraU&len end - 2SOO to )000 
in pro'fincea (lkr11WU1 ocwpiecl) ba'le eu01udad in b$dtnc 

end hi1.11ert.o &la&pin& deportoUODo ODl,7 aroiiDd 150 
people are let' in ca.p a1. S.red, ~ baU .l­
•111eolll.1n&-• and .lewieb partD&re oL II1Jilld arria&M• 
u reporiecl in IApUoD'• 7102 leu 'ar 28, 111&11\ .1-
enUUad to AMricu aU.••b'p were~ a1. llar1.alllla 
II)' Ge~. ¥1~ all oiober .1- ._,.. bMa depor\ell, 

1058 
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lll•nllda- •' ,._ ........ _, 'il' ..... , 
... • • (-If) 

~::=--
1018, ~~eee~ e. a . ... 
JOB WD ~II MlCU KLUIIJ) 

--pft .......... . 

... 

............. 

tie• 10,000 .~ ... .... llebc ....... ,., ... lJI •• , .. ~ .... 

2G 

lJI .... .&al •........u-•• et el'J' ta- et Waeal.e.,t .., Dlh a lra. 
'~• ....... ....,.. .. , ..-.., 11a Jawt• u a Clafta•taa .., 101 • ._... • 

....... ~ etn .. la 11r:t • ., wa _..,.,lea ·•~• 

..... ,. •' ,.... .... 11M1• ,.,. 1 0, 000 J awa ., 10, 000. '"-' ao,ooo 
J IWJ wUl. N l.aft la a\Mr _.., et h ' ' '"· 
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..... 
Dh' 1'1 'bu.Uoa of trv 
ruttac oaq '117 qeol&l. 
ar~-·· (DIIW W) 

a.votur of ~to, 

WaUJ.ac\0•• 

33a?, DoMMer II, 8 .... 

D&'o' D& ..... l' •• liM 

.... , 1106 .... 10&~ 

!rho followlac lafo~Uoa ftC4U'diiiC ...., 40portaUoao troa lta.fapeo• -. rooelft4 froa !wlhorl.AM. '117 Jowlllh Aceaq repnMa~Uno 1a I~l 

27 

Oa .. ,.IIlier 8 an 40ponauoaa took p1aoe at hfapon llocl..UC wUII. t~ ceaooatraUoa of .z ... llot-• the ace• of 10 aa4 80 1a tll.e Alnot lin• Jari•• n-7 WIN wltMut foo4 or oloWac aa4 t~lr tii'O&t-t •• oatinlo. Maa;r porooao 41o4 oa tll.e -., to Maooatraun. 0&1.7 a alai.- -• of foo4 wo poraUk4 to bo 40aato4 tll.rft&ll \be latonaUoa&l. W Creoo. Vp •o htw llor 111, aa,ooo per-• wore iaftlft4 of wboa 7f1/o wore w•• aa4 • -· 36,000 Jowo WOII'O foroo4 h arch 30 ll:llo•tora 4a1l7 to S.Q'Omaloa, Ia a4d.1Un, U,OOO Jowlllh foroo4 laboii'Ora wl\bout foo4 MI. •uor for toa Uir•• ._ a rolllllt ot \ho loac 41ot .... tb.o 4oatb. rate 1aeii'O&oo4 fov fold, AooorUac to .. oon1JIC poroouol 2~ wore 4oa4 ~ to S.gomaloa, •• lhh of -· w r o _.. up, ._a relllll• of loa&l. offorh tb.o wppor ace Ual' fer~ Uoa •• ro4uoe4 aa4 uponaUoa -- oa hftllbor 32, 100,000 Jowo ro•la 1A ll114ap .. i. 

wa 

Mho Cbawloo7 (far the aoot7), A.bJWHoe••• Aoll:oraaa, .ADu; Oob.a, Dru71 Dlaloh, h1o4aa1 O&otoa, BM.ol, Marko, "•nn, lloOenaoll:, Pab.lo, ftl"' 
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CCIIIWUL 

bfereno., to a cc-1ttee of Politb Jew ia till 8oY1ft 

tJniGD and to JniN Pro'liDcial and Celltral cc-1tt.• 1a libtrnecl 

Poland mq haw beea noted. bT tbt DlpartMDt 1a tbt f1aal per ..... 

of rq •tuge llo. 4410 dated lfonabtr 18, The ll'buq bat llldtaftftd 

to get adc:l1t1onal d.t.U. ea tl:dt tubject, belie~ that~ naJA 

be of iaterett t o the War Wugee Board and perbapt to otbtr orpai­

sationl 1a tht tJnited Statee 'title ere iat.rett.ed 1a tba fat. of tM 

Jnith rafiiCMI 1a :&ut.rn ~ope. I am indllbt.ed to 111111'7 Sbaplro, 

tJnit.ed Prest corrupoadnt i ll )(otca., 'title lclndJ.7 uader'took to 8alllt 

iafol'llal approaobet on the llllbut;r•• behalf to Po1i .lll c1ro1., ill IIOIIca., 

for the foll0111Dg information. Jlr, Jedeychow!IC)' repr81eotat.ht of t.bt 

J.uh1 1 n Polish Natl.onal co-it tee of Liberation 1a IlOilo ow turniabecl h:1a 

thil data. 

twnt:r t.houaalld Jan llaw liMa foand in the liberated part of tbe 

t.rriior;r now racopi.-d u beiiiC Polith bT the So'riet oai•· TIIO 

th0118and of the" Jfta are in tbe cit;r of Lublin, and 1a add1Uoa to 

t hie abcMlt 150,000 Polieb Jew• era in t.ht Sori.t tflli• (~ f1cure wu 

paced. at :.1$01000 bT the Sonet writ.r llbrenbQrg •PI' ... "I 1a p-iYat. 

converaaUon recentl7). In tbe ucbupe of popl&laUoa wld.ola laaw IIepa 

between the Ukr•1n1tn and Pollth territori., no Jen he'll baa 111c1udecl.. 

jJl OPPortuaoit;r wl.l1 be giftD i t 1a pr•-d t o PoliN J - 1a tM SnUt 

IID1• wboH far_. ha.t -.re in territ0117 - recopiMCl u bt1J1c I'Olieh 

bT the Soriet tlllioa, to cbooee wld.cb ciU11ub1p tbq with to haw IDil 

1a 11bieh terr1to17 t.bq 11'1th to lin. 

There hu been organiMCl in Lublin 1 bod7 tezwtd till Cellt.ral Jtwith 

c-ltteeJ to which Ctnt.ral Jn1ah ea.lttee tbt Jati-lc._stwe of 

Lt.beratiOD baa alloted tht IWI of tiztetn •llU• alot;rt to be 111td 1a t.bt 

liber ated area f or the rehlbllitation of .,..., 'ftle enMUU.ot ot -

hills, aehoole, ch1l.drent haDes, boapltale, co ne' ldtcbea.t, et cetera 

era ~the epecific purpoa., to 11bich t b1t ~will be tpplied. 

There 1a an or gaDisation called. the c-itt.e of Polith .,... 11bich t.bt 

Poliah Jan lla'll in tba SoYiet UDion. s-ret.eio, f lll'ac' Zloa1at Jllpllt;r 

1a Poland, 1• the Preli dent of thia oo.d.ttee and 1 writer bT the - of 

IIU'k u secretar:r • 

., will repart. FOIII>~ u:r additi onal informatica wld.ell caa be 

teclll'ld alOtli t.btee ~. I WOI&ld be grat.t\11 if 1a the -u.e tM 

~nt woul4 8alllt anil•llle the iaformatiOD cootaiatd 1a tbe allow 

•aiege to the War Ret\1111 Board. 

00R 1 LCir tlli!N 
U/U/44 

lWIHIIWt 
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OfTBL No. 398 

Information received up to 10 A.W. 9th December 1944. 

1 , WAlt 
Ott NORWAY yesterday two Norwecien manned WTB's torpedoed 

a larce tanker which wes lett sinking, 

MeditqrranRan ~th. A raiding torca carried out an ambush 
at WILO and killed carrison commander. At 

ATH!NS 6th. E,L.A,S. forces made a detarmi.ned attack on Navy 
Rouse oausinc two British casualties. E.L.A.S, Forces slowly 
being cleared from !laval College wi th supporting tl.re trom R.ll. 
S .. ips Royal lo!arines were landed rrom a Cruiser. Wireless 
station PrRAEUS out or action and &TRBNS road blocked, 

2 • KILifARX 

!estern front Further slight advances t o.ards COLYAD. In 
the SAAR, minor cains at several points and 

bridgeheads enlarged, house to house fighting continues SAAREB­
UEMINES. Slight tall in floods south of ARNH!Il. 

l1alx West of FAENZA U.K. troops of 8th Army continue to 
make progress agains t strong resistance 

Eu tern Frqpt Between Leke BALATON and DANUBE Russians 
now wi t hin 9 ~ilea ot SZEKESFEHERVAR and 

have made ruther slight advances between the Leke a.nd River DRAVA. 

3 , AIR OPERATIONS 

Western Front 8th. 315 escorted Bomber Command aircraft 
(one bomber, 6 fighters missing) bombed 

DOISBURG Ra ilway Centre 900 tons and Benzol Pl ant 32; also 
Dam on River URFT near DUREN 797 tons• thick cloud over objective 
results unobserved . 1689 tighters and tighter bombers (11 
missing) opera ted over t he battle area destroying 43 locomotives 
Enemy casualties 15:2111. 

Medi t erranean 6th. 2?6 escorted U. s . Heavy Bombers dropped 
563 t·ons on nine railway centres AUSTRIA, 

!ruNQAR~_L YUGOSLAVIA and CZECHOSLOVAKIA obtai.ning good results 
at REGXt~&IIALOil South ot BRA'riSLAVA 1?4 to'lo •nd SOPROI>l so..t.tl 
ot VIENNA 145. 

4, HO!IE SECURITY 
' 

To 7 A.~ . 9t~. Three rocketa repo~ted . 

ADD81!DJIH 
?th. During whole dey tichtinc continue,. 1n ATliBNS 

Orttge ODd PIJII.EOS and more. diatticte 1n '=entre .!TIID8 
cleared by British troops Greek Brigade delayed by 

flank attack. At SALON~ , d .. onatrations, tollowinc general 
s t rike 6th , pafiiflH~~a'l~AiiM· 
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0n 7th IUl4 8th ott eouta llla.t 1o~{ airuatt t:rca ono ot H.JI, Escort Carrior a aot 011 t1ra two 1 lhipe &114 a 
barco, Kinos wero leid b7 <Liroratt t:rca two ot II .. , a.oort 
C<lrri ers, 

an 6th a Motor LaiiDOil all4 Deotroru attaoUd lh1pp1Jic 1n ltrk Barbour uoar J'luae , 
In Athena 8th atroot tllhtinc oont1DI&ecll Ill Piraeu~ sootor r obols ahollod b)' B .M, ob1pe IUl4 Greu Deotro)ou 4114 ottaoka4 br tl&btars, 

2 ~ jttr,UJlRX 

' W:rM!f f.!O!!%· Little actlrtty Southam 111otor 
except s011e proc:ooss osces northweat ot Col.aar , llortheut ot Soarun1on U ,s, troopo ba,.e adw.noed on 10 llile ti'Oilt 4114 ue within 
4 alles ot Bi tcho, Flooded ar ea 1n llorth. reported 1noreu1nc, 

Jl61.I, Advance ot CIIJe w tbreo a1le1 on tive .Ue 
tront north olftiivenna , · Wast ot J'llonaa bitter tilhtin& baa oon-c tinuad with tho ono~QY mnkinc sor1ea ot P""ortul counter attaokl supported by tanks 1n an etfort to recapture lost around, 

li.BEE&E.. 8th, Not auoh chnnca Athens/Piraeus uaa Wher e no 1nd104tloii rebels clrtnc 1n and street tilhtinc continued, 
Atteoka on British troops, without provocation,. incraaaed, At 'ltolonlka 4114 1n lolacodonla !!LAS oai&ed power 4 tn and now boll! 
11 tua tion 1n their bonds , 1bnJ arras ts aado b7 thae all4 acae executions carried ~ut, 

!WI~~ fRONT, llwls1ana have broken throllah atronc!f !Qrtitied Garman oncos northoaat of Budapeat on 75 aile f ront to depth 35-40 aile a raacb1nc I:Dnubo a t Vao and 1938 OzeohoaloYU• llwlcarian t ront i or, 40 atlas north ot Budapest, At oaae tiae they forced tho D&nubo south ot Budlpoot1_ brolte throllah Gel'll&ll 
defences on the ltcat Bani< all4 ltnllld Ill' ;YJ llilaa aouthlreat ot city with other flusoim torcoa adftllcinc north~, west ot riyez:• 

3. Am . . 
~~ !OI!T. 9th. .$81 escorted Fortreuea attacked obJectives ~o~WOi! ~rmany inOludinc railwe;y centre Stuttcart -

531 tons, and two adJacent o1rtielda - 198, Cl oud ovor obJectives, bUt soma airoratt bombed visually • Six .For treuoa aiuin& an4 two t icbtars outatendtnc, but believed oate, 

C 
2S4 .llarauders &114 .loatona (1 aualn&) attacked six dotonded rtlllcu two barracka all4 a rallite;y centre 011 Saar 

front droppinc ~i.& taoa IIIIObaerY&d, 1'11htera an4 tlcbter bomber. flew 173 aort i ea 1 aainlJ" over Central front, 11 airoratt have not 
Nturnod but bel18Ye4 sate, • 

23 ~acorted B8aut1chtera (1 at••lnl) aet on tire 2,000 ton ab1p ott Norway , 
9th/10th, 132 Bo!lber 0-nd alroratt (3 atutnc) 

att~oked objeot1vea Geraany 1ncludinl 59 aca inlt Berlin, lA 
add1t1DD 1 230 airoratt aent Waatern Ganaey were r eoal1e4 owtnc 
to ba4 weather, 

!Pl'ff,.'~ Operationl •lain aeYerel.;y rutricted b)' weather, th '17 boabera (31) ( 2 aiaainl) dropped S5 
0 toni on four rallft7 oentroa an4 other tarcata Austria , fleiNlta unobaernd, On 7tll 202 tlchtua &114 t1Ciatar boabera (1 aiaainc) 

attaolced ocr 1mhaUou Po Valle!¥ &114 Oil Br- reNte, 
4e IM A!SJBW 
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HXJr: 

Operator: 

HMJr: 

Sam 
Rayburn: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

c HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

0 
HMJr: 

31 
Deoe•ber 11, 19~ 
10:10 •••. 

Hello. 

Go ahead. 

Hello. 

Henry. 

Good morning. 

How are yout 

I was in your very nice town ot Dallas a couple 
ot days ago . 

Oh, you weret 

I slept at the-- what do they call it' the . . •• · 

The Adolphus? 

Yeah. 

Well, that's a pretty good town and pretty good 
hotel. 

Yeah, they're very nioe there. 

Yeah. Henry, you've got down there, ot oouree, 
this treeze thing. 

Freer.et 

Yeah. Social Security. 

Oh, yes. 

Now, what I'm interested in: we're trying to get 
through here. 

Yeah. 

And we're interested in the President paaeing on 
that at the earliest date poseible so we'll know. 

Yeah. 
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And it he's going to veto it, tine; and it he' • 
going to sign it, tine. 

Yeah. 

But we'd like to know •.•• 

I see. 

32 

. .. . at the earliest date possible. It he's going 
to veto it , we'd like to get it up her e and pass 
on it, sustain it or override it or whatever we' r e 
goi ng to do i n the next two or three days. 

Well, what ~- well , what would you like him to do? 

Well , that's hie busineae. I wouldn't have voted 
tor it i t I'd have been voting, ot oour ee, but I 
don ' t know whether they'll paee it over hie veto 
or not. Neither Houses -- both Houses passed it 
by more than tvo-th1rde. 

Oh. 

Now, whether it will sta nd up in both Houses on 
a veto, I don' t know. 

Well , i t he aeks me, "What did Sam say?• -­
because I ' ll tell him that you called me up 

Well, I just want him to act on it. What I 'm 
calling you up t or is just to act on it. 

Yeah. You don't want 

It I had my way •.•. 

Yeah • 

•... I ' d have let the two percent stay in and 
accumulated the tund nov and maybe tive years from 
nov when the employers and employees don't have so 
muob money, you may want to go back to one. 

In other words, you don ' t want him to veto it? 

Wba t' e tbat? 

You don 't want him to veto it? 
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No. I eay --well , I'm not-- I say I wouldn't 
have voted tor the bill myeelt •.•• 

Oh. 

it I bad Yoted .• 

Oh , you wouldn't' 

No, I wouldn't. However, there were about two 
hundred and something to seventy-two 

I see. 

•..• voted tor it, which, ot course, is more than 
tvo-thirde. Now, I don't-- ot ooures, it we 
adjourn, he oan' t pocket veto. it and it we 
adjourn, it's doubtful whether he'd let it oome 
along without hie signature. I'll have to look 
into that. But it he's going to veto it, I'd like 
t or h1m to do it pretty early. 

Well, I'll try to get through to him. I don't 
know what luck I'll have but I'll keep i n touch 
w1 th you. 

All right, Henry. 

I'll let you know whatever luck I have. 

Fine. 

Fair enough' 

Thank you. You bet. 

Hello' 

Yeah. 

Your state ie doing a wonderful j ob on War Bonde. 

How' e that? 

Your state is doing a wonderful Job. 

Oh, Lord, yea. 
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That f ellow Adame is a gr eat f ellow. 

Yeah. 

Don't you think eo' 

Who' 

Well, I mean, he'e our State Chair man down 
there . 

You mean Nathan Adame? 

Well , he's a man about seventy-five. 

Yea h. I don't like him but he's a man of ability. 

Well, uh 

He never agrees with us on anything . 

No, but • • .. 

But he knowt how to get to people who've got money. 

That' e • .. • 

Because he's head ot the biggest bank in the 
Southwest. 

Well, we like to hire the f ellows that can do a 
good Job. 

That's right. You bet. He does the business all 
right. 

Well , that's what we want. 

All right, Henry. 

Thank you. 

Thank you. 

, 
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All right. 

Deceaber 11, 1944 
10:19 • ••• 

The Speaker just called •e up and said he wante 
me to t ind out t rom the President Vbat he'e going 
to do about the Sooial. Becuri ty bill. 

Hub. 

So I thought you -- in the next ten m1nutee you 
might be thinking about it. 

Yeah. 

And be said he didn't know whether the Preeident 
wanted to l et - - pocket veto -- whether be could 
or not. 

Yeah. 

So be thinking about it. 

Right. We've had several talks here about it 
and we were preparing a document which we were 
gotng to suggest that the President issue it he 
on the assumption that he would eign the bi ll; 
that he would not veto it. 

Right. 

And the Bureau ot t he Budget-- I talked With 
them on Saturday-- they don't seem to know - ­
they ' re getting the views ot the various interested 
agencies. Altmeyer , pr esumably, is recommending a 
veto. We bad a meeting here Friday afternoon with 
Dan and Roy Blough and all the boys, and Herb 
Gaston , too; and we all agreed that we d1dn 1 t think 
we ought to recommend a veto. 

Well, we'll t alk about it at ten-thirty. 

All right, eir. 

Thank you. 

All right. 

--
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GROUP 

Preeent : Mr. D. w. Bell 
llr. n.ston 
Mr. Wh1 te 
llr. O'Connell 
Mr. Blough 
:U:r . c. S. Bell 
l!r. Ha.as 
Mr . Pehle 
Kr. Luxford 
llr. ~Bola 
llrs. Klotz 

December ll, 1944 
10:30 a.a . 

H.M. JR: The first order of business has been !orcsd on 
me by Speaker Rayburn, who just called up and se11ns to think 
that I have something to do with the Government. He would 
like me to find out fran the President what the President ie 
going to do with Social Security, Congress wants to know, 
and know damned quick, see, whether be is going to sign it 
or veto it . They want to know. I said that was a fair 
request . 

MR. D. W. BELL: They nnt to go home. 

H.ll. JR: Yes, 

I said all I could say was if I could have voted tor it 
I wouldn't have voted tor it. 

36 

MR. D. W. BELL: The President did that the last time 
they went home--on some bill . He did it on surplus property 
legislation. Be indicated to tbam he would sign the bill, 
and they went home . I think something could be said for doing 
the same thing now il' we could find out. 

H.M.JR: But supposing I could by any chance get the 
President on the phon• and h' said to ae, •lhat do you adviee, 
Heney?" 
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WR. O' CONNELL: S-r, •sign it . " 

MR. D. W. BELL: -we recommend you sign it.• 

WR. O'CONNELL: Ano issue a statement during the day. 

H .M. JR: \Vhf? 

MR. D. W. BELL: We had a meeting on Friday, I believe, 
and went oYer t he whole picture, a.nd we feel that you ought 
to recommend that he sign the bill . It would be a littl e 
inconsistent for you to reco~nend that he veto it, because 
in ' 39 you went on record for a formula, ana the fund now is 
way over the forruula . We feel, however, that the President 
might issue a statement when he signa it. I think he did the 
same thing last year--no, that was in the tax bill last year. 
He vetoed the whole tax bill laet year, but said very little 
about the Social Security end of it . 

H.M.JR: What position did we take on the Hill? 

MR. O' CONNELL: We didn't take any. 

lrR. D. W. BELL: We weren't asked, so we stayed out of 
the pi cture . 

MR. BLOUGH : They have always considered this, at least 
for many years, as being outside the field of ordinary taxation. 
Their position on it was very clear . It was a hostile one 
to it . The Administration ' s point of view was presented by 
t he Social Security Board. vre felt that in the absence of 
any e~ression of interest on their part, it would probably 

- do ll ttle good, and might do harm by caning i n; unless you 
were prepared to change your f ormula and make a full- dress 
stat ement on it, that it probably ~ould not be of much value 
to come in. 

H.l! . JR: Doe an ' t Social Security cane under McNutt? 

MR. GASTON: Yea. 

H.l.! . JR: Wou!dn' t the courteous thing be for me to call 
him up and tell him I have had this me sBBge'l 
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MR. BLOUGH : Oh, the Social Security Board is verf strong 
for a veto . 

H.ll . JR: But tlla t do em' t mean KcNutt ie. WoulC111 ' t 
the courteous tning be to call up KcNutt? 

~R. D. W, BELL: Either that or Altmeyer. !ltmeyer 
testified against it . l&cNutt is certainly the bead of it. 

H.M. JR: I will F?e if I can get him . 

MR. GASTON : I think most of us feel tba t the whole 
thing requires a reorganization, that it isn't particularly 
important whether you have thi s additional one percent or 
not, but it i s important that the system have benefits 
and the cost be looked at again, and the decision be made 
as to ho,, much the general treasury is going to contribute. 
On the basis we are running now, the general fund is going 
to have to contribute heavily eventually to this fund, and 
there has been no calculation made as to how much it will 
amount to, nor of the benefits that will be derived in the 
light of the fact that in 1939 we reduced the tax and thus 
destroyed the full contributory character of the fund . 

~R. D. W. BELL: And they added greatly to the costa by 
t he amendments . 

~R. GASTON : Yes, the ~hole character of it was changed 
in 1939, and no plan was worked out for financing it • 

.t.rR. DuOOIS: I take it on the merits there is good argu­
ment in favor of the freeze . 

liR. WHITE: Yes, there are , That .is why I think probably 
it would be a little difficult to justify fighting for the 
President vetoing the bill, particularly in Ti ew of the fact 
that it wouldn't be sustained, probably, 

YR. LUXFORD: .In fact , couldn't you say that on the mer its 
there would be much to be said for the President's signing 
this bill and saying, "I think that t he whole matter should 
be re- explored regarding the financing of Social Security~ 
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YR. GASTON: That is my belief . 

KR. LUXFORD: Tb.at he say, •I am signing this bill becau11 
I think we should re-examine the whole basis for finencing 
Social Security in t erms of the wider spread we hope to give 
to Social Security, and at that time we should work out a 
completed program for financing . • 

YR. WHITE: In terms of our experience and new develop­
ments. 

~R. LUXFORD: That is right . You remember our speech 
in terms of financing ~ocial Security out of general funda 
instead of pay roll tax-- the speech we wrote for the President? 

H.M.JR: Did he ever give it? 

MR. LUXFORD: No, but it would still make good policy. 

H.M. JR: The speeches I wrote for the President which he 
never gave? You oan hardly make tnat a keystone. 

WR. LUXFORD: Presumably i~ reflected Treasury position, 
though. 

H.M.JR: Presumably! 

MR. BLOUGH: You never cleared it around the Treasury. 
How do you know it relected the Treasury position? 

WR. WHITE: I think you had better recede froiJl that 
line . 

MR. LUXFORD: I am not going to. I think it was right . 

llR. BLOUGH: .&t you can 1 t sa1 it was cleare~ around the 
Treasury. 

WR. LUXFORD: I think the Treasury position is reflected 
bf the Secretary in the final analj'sis, but--

YR. BLOUGH : I happen to agree with the position that 
thef took, but I don ' t agree with the statement that was 
made. 
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WR. WHITE: I think that it is very important to re­
examine i~ and if this provides the opportunity tor re­
examination, then I think the President ought to take this 
opportunity to aay eo. 

H. IJ.JR: I feel flattered that the Speaker ebould call 
me up and. ask me. I am Just overwhelmed, I was surprised 
he didn't call up J.lax Gardner this corning. llhat is that 
committee, anyway? 

YR. D. W. BELL: You mean, Byrnes ' camnitte.e? 

MR. GASTON: You mean, Surplus Property? 

H.M .JR: No, Max Gardner has !iva new lettera--

lo!R, GASTON: I beard on the radio that Y.ax Gardner, 
instead of Guy Gillette, was to be the Chairman of the 
Surplus Property Board, 

~. WHITE: Are you speaking of the super-Cabinet 
Committee which has just been f ormed? 

40 
• 

H.M. JR: No, this morning Mr . B,yrnea takee over the 
hamefront and Wax Gardner called the meeting of the committee, 

KR. D. W. BF.LL: He takea Clay over, too, you know--General 
Clay. That is bad. I think he ns ao good where he na. 

H.M.JR: Yea, I thought he was in France. The last 
I heard they had sent him to France to get supplies for the 
front. 

KR. D. W. BELL: He was very good where he was, I 
think. 

H.W.JR: lnJW&¥, the vote went through, he aaid, by 
almost two- thirds . 

KR. GASTON: More than two-thirda, I think, in both 
Houses. 

KR. o • co~~ELL: In the House well over two-thirda, and 
in the Sanate it was well over two- thirda, 
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H.M.JR: If I can get the Preeident , I wil l ask fOU 
people to leave if 70u don ' t mind. 

(The Seoretarr on lbite Houee phone) 

Good morning ••• 

You want to see if I can get Kr. Rooeevel t on the 
phone'l •• •• 

Let ' s tr7 ••••• 

Thank rou ••••• 
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llR. BLOUGH: The Budget Bureau 1171 this is developing 
into something of a stonn because the points of view within 
the Budget Bureau differ on this, and the points of view out­
side the Bu~get Bureau differ on it. 

MR. WHITE: The points of view even in Labor differ. 

Jffi , LUXFORD: That i .s why it is a perfect- -

YR. WHITE: The group who are with him think it is a 
good opportuni tr to sock the insura.nce principle between the 
818S. • 

WR. O'CONNELL: I han never seen a thing on which there 
was so much honest difference of opinion among the people 
having the same objective . 

KR. BLOUGH: I have onlf seen one reason wbf t hat 
appealed to me for vetoing it, and that was to Slf this, 
~ongresa, through this repeated refusal to allow these r atee 
to advance, has abandoned the method of financing which it 
previously adopted. I don't want to be a part to that aban­
donment until a new s7stem of financing is adopted, and I aa 
vetoing i~ in effect, to thr ow it over to fOU and ear, 'Either 
keep thiS 17tem or adopt another one . • That is aQout all I 
can 117. 

KR. D. W. BELL: It i s a l ittle lat e, Ro7. 
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KR. G!ST<li: Yu, tin , .. re late. · 

H.M.JR: Excuae me. You aaJ that when the Preaident 
lett once before, on Surplua Property he lett word--
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MR. O'CONNELL: Yea, almost the same situation developed 
last September. Congress wanted to go awaJ. TheJ had two 
billa before the President. One was the Surplus Propert7 
legislation that we recommended a veto on. lhe other waa 
the contract termination legislation. The President indicated, 
I think through Brrnea, within two or three daJ• after the 
bill reached him that he would not veto the billa--either of 
than--and with that informal underatan~f~ Caogresa went 
hane. Ther would like to get the same g this week. If 
they don 't, he can bold the bill for ten days fran the time 
it reaches him . It hasn't reached him yet. If they go home 
at the end of this week, say, he can pocket veto the bill, 
if ther have gone bane; and they don't want, it they can a void 
it, to be in the position of having to hang around here until 
the 22nd or 23rd of December to be sure he doesn 't pocket 
veto the biJ.l. 

If they go away and the Congress is not in session, he 
can kill the bill by not returning it to than. They can cir­
cumvent him on that only by waiting here until the ten days 
ere up . So they would like to know this week. And I should 
think we ought to tell them i f •e can find out . 

H .~. JR : And they have to stay beret 

MR. O' CONNELL: To keep from a pocket veto if he wishes 
to do that. 

H. J.!.JR: Herbert, you make a note--you mig:llt look up 
what this super-Cabinet is. I didn't see anything about it 
in the paper--what this Max Gardner business ia. 

MR. O'CONNELL: It was in Saturday's papers. 

MR. BLOUGH: The paper said it was to be an advisor,r 
camni.ttee to reflect the views of Labor, Agriculture, and so 
forth. 
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KR. ~EITE: The radio caamentator a referred to it ae a 
super-Cabinet ComLittee . 

Mr. Secretary, wh3 does Rayburn uae tbia channel for 
that sort of request from the Preaidentf Wouldn ' t the · 
President want to know how the various agencies feel before 
he would be able to answer you on this? 

(Secretary holds telephone conversation wi tb White House, 
operator.) 

B.M.JR: He is juat finishing his breakfast and says he 
can talk in a couple of minutes. 

KR. \'111ITE: Be won 1 t have an opportunity of canvas ling 
t he other agencies? I imagine that is what he will want. 

MR. O'CONNELL: They have asked the Labor Department, 
Treasury Department, Social Security, and I think Vinson's 
office at least for their views, and they know they are going 
to get a recommendation for veto from Social Seourit1. They 
know we are going to make a euggestion--

R.M.JR: Who is doing that? . 
UR. O'CONNELL: The one I talked to is Bailey. He ie 

t he--

B.M. JR: That is a muob too intelligent way to do a thing. 
Si nce when does tbe Government work like that~ 

MR. GASTON: I think I bave heard of the President 
acting without canvassing all the Departments concerned. 

H.~ . JR: I mean, Harry wants to go rorward in the 
regular State Department reorganization manner. 

KR. 'MUTE: It ia time for "new deals• all the way 
around. 

H.Y . JR: I Will do it the way he likes to have it done. 
Sam Rayburn called me--what ~o you think? If be aaya the 
Budget is handling it, that is all right. 
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Now, Mr. Dan Bell, I eaw Mr. Gamble featerdaJ, and he 
certain!¥ ia riding high, wide, end handsome • 

.I.IR. D. W. BELL: Yes, we fot fourteen billion nine . 
There ia a little leg on the E e, but I belltYe thtJmignt 
make that up this week. 

H.Y. JR: He ia a competent deYil. - . 
KR. D. W. BELL: The extra pa7roll bonds for the cor­

~orations got a little late start, and they feel that that 
1s just going to begin to come in this week. If it does( __ 
we will pick that lag up. It isn' t a big lag. It ia on~ 
seventy- five million. 

H. U. JR: He baa in mind that he wants me to make 
three statements, starting with Frida7--almoet in the bag-­
in the bag--

MR. ~~ITE: Out of the bag! 
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H.M.JR: I talked with Herbert about it, but he thinke-­
r think this, I am not going "to let them cry the way they did 
last time about the E bonds. I am kind of inclined to go 
along with them, if by Friday morning "it looke all right . 

~R. HAAS: They have an improvement this time about 
giving sane publicity to a figure which is a percentage of 
the beam rather than a percentage of the quota . 1hat looke 
better. What should be achieved at this point ia caning 
out in print . 

H.M. JR: I guess he has the best publicity setup onr 
there he has ever had. 

KR. GAS TOO: Yes. 

H.W.JR: I had a wonderful l etter f ran Frank Tripp . 

Well, what have you got that ia important? 

YR. D. W. BELL: You wil.l. be int ereeted to Jcnow that on 
N0vember 30 there was a tentative memorandum put up in the 
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Budget called a project assignment memorandum under Wbich 
they contemplate poet-war reorganization of the Treaaur1 
Department and the banking functions . 

H.M.JR: ~here ia this? 
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MR. D. W. BELL: It is in the Budget Bureau. We fOt it 
rather confidentially, and ahead of schedule . It haan t 
yet been approved. 

H.M.JR: h it going to leave the Treasury anything? 

~R. D. W. BELL: It is going to be a reor~ization, 
and it must be completed by December 31. I don t know whether 
it has started yet or not . We have seen no one over here 
to look into any organizations or functions, so I gather it 
is rather a simple matter for t.heae i111ople to reorganize the 
Treasury for post-war functions wi thln thirty days. But I 
thought you would be interested in that in Tiew of your recom­
mendations . 

H.~.JR: Has there ever been any leaks on the one I 
gave the President? 

MR. D. W. BELL: I have never seen a thing on it, and 
wnether tnis follows that and is the reason for it, I aon't 
know. 

H.M.JR: But have you ever heard anything? 

MR. D. W. BELL: Nothing from anybody. 

),ffi, WHITE : The Budget Bureau never heard of it until 
at least a week ago. I mean, I don't know whether they have 
heard of it since. 

H.M.JR: Did they bear about it then? 

KR. WHITE: I was talking to Paul Appleby before he 
was leaTing, and be wu talking about the many thinga

1 
and I .. 

sure if he heard of that he would have menti oned it, out he 
didn't. So it may be that Smith heard about it. If eo, it 
didn't leak do1111 any further • 
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lffi. D. W. BELL: I haven ' t beard a thing about it. 

H.M.JR: I think if that had gotten to Smith there would 
have been--

MR. D. w. BELL : There would be a round-table diaouaaion. 

H.M.JR: The recent earthquake in Japan would have eeamed 
small by comparison, 

lffi. D. \'i , BELL: Cuatcmarily, we have had an inaugural 
medal, and each time, I think, they have decided to have 
one about t en days before the inauguration, and the Mint 
people have had to work night and day to get it out . Tbia 
year there isn't the ua~al setup of a District Com.ittee to 
handle that matter, and Kra . Roaa ha• raised the question 
as to whether you wanted to consu.it with the President to 
see \\hether or not he wanta an inaugural medal"- and if eo, 
could they have a little time to work on it. !bey will have 
to go outside, I think, for a man to work on it. Mr. Sinnock 
is their sculptor and is getting rather old and feeble . 

H.Y. JR: Bow much does that cost? 

MR. D. ~. BELL: I don ' t know, it depends on the medal. 

H.M. JR: I nate to aak him until I get it . 

lffi. D. w. BELL: The District Ccmmittee baa uauail7 
paid for it. 

H.M.JR: Do you have to ask him on a thing like that? 

MR. HAAS: Does he have a ccmmittee? 

MR. D. W. BELL: He bas about the only one. You have 
the B.yrd Committee. She called ~rd, but they didn't know 
much about it, and didn't ·know what to do with it . 

MR. WHITE : You could have the motif of it the first 
six Botea of the song •Alwafal• 

KR. D. w. BELL: It haa uaually been paid for· bJ the 
Inaugural Ccmmittee which haa their own funda. 
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MR. 0' CONNELL: 
aome .. .,. 

Is there &nf other waJf There •v•t be 

KR. D. W. BELL: It could be paid for, poaaib}J; I think 
there ia ten tnouaand dollara appropriated to the Coogreaaiooal 
Committee. It wouldn't coat verr much, not aa aucb aa a 
thousand do!lars. 

H.W.JR: Well, I will put it down. 

What elee? 

KR. D. W. BELL: In making the troop pay available 
for Italf, we t hought it ~ould be a good thing to get tnt 
Canptroller General's approval before be got the vouchers 
from the War Deparbnent. Some or tne boys here went over 
and di acuaaed the matter with him after be had raiat d acae 
questions on it, and he said that be would like to han the 
memorandum whi ch fOU sent to the President containing fOUr 
recommendations ~ith the President's approval on it, On 
calling up the White House, I rind that the original memo­
randum which you sent on September b was lost. Then you sent 
over a ribbon copy of the original with just your stamped 
si~ature on it. I asked Wr. Latta if he would get the 
orlginal out of the file and send it to the Preaident for 
approval, which he did. He sent the copy which dld not contain 
your signature, and the President approved it aa of December 8, 
rather than aa of September 5. So we han to aend that to • 
t.b.e Comptroller with a memorandum explaining all of that, and " 
I would like to get your signature on the original memorandua. 

H.M . JR: If you say it ia all right. 

)lRS , ICLOTZ: There ia a note here fr1111 the Preaidant in 
-hich he aaya he thinlca you will have to keep Surplua Propertyl 
I just glanced at it quickly. 

{Kr. Bell hands the Secretarr memorandum to the 
Comptroller General, dated Dtc .. ber 11, 1944, which ~e 
Secretary eigne.) 

KR. WRITE: Do fOU think the Secretary might be intereited 
in the controversy? 
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lfR. LUXFORD: Well, no one ie aura that tile Ccaptro11er 
ia going to take tbia, because he baa held out no outr ight 
prcmiae . That is, he algllt kick up hla heela and prO'foie a 
fight about it, Kr . Secretal'f. 

H.Y. JR: Who? 

KR. LUXFORD: You know, the President announced that he 
would make troop pay available to Ital7. 

Now, the Comptroller General hea raised aaae queatlon 
as to whether that can be done under the t erma of the 
armistice. We went over and talked to him about it . He 
wouldn't hold out an outright promise of approving it, 
although I do believe be will go along on the baaia of tbie 
memo, but you can't be aura. · 

MR. D. W. BELL: He was pretty agreeable, •sn't he'l 

H.M.JR: Rave you asked the King of Italy? 

MR. GASTON: That is tbe wrong King. 

H.M.JR: Which ia the rigbt one? 

KR. WHITE: Cnurchi.1l! 

H.ICJR: i!ter all, we did tbat troop pay gesture to 
get Roosevelt elected. 

KR. D. W. BELL: You want to take it back nowf 

H.M. JR: That ia the idea . It no longer baa any aignifi­
oance. I mean, tbat ia a hot isaue. Even Hannagan waa 
interested in it . How did tbe Wopa vote in New York, anywaf'l 

MR. O' CONNELL: The President did pretty well in New York 
Cl ty. 

H.M.JR: Well, I am not going to get excited about it. 
I have enough of a staff here . 
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ICR. D. W. BELL: I tllinlc he will go aloog--the CCIIp­
troller General. He went along on the French, the Dutch, 
and the Belgians, wllicb ara analogous. 

R.M. JR: I am still full of Arizona sunshine and ozone. 

MR. D. W. BELL: 'i'ha t is all I have. 

H.M . JR: How does i t stand on this matter of Leon Fraser? 
I sent you a message--

MR. D. V. . BELL: Don't you have my answer? 

H.M.JR: ••• to do nothing until he talked to me. 

MR. D. W. BELL: He said he had not seen Leon Fraser 
since he had come to Wasllington, and that he would not think 
of bringing any of these steel colleagues into the State 
Department. 

H.U. JR: Do you Ylant to know what I got? Then you can 
embellish or subtract . The message I got was that you bad 
talked to Stettiniua'and that he had not seen Mr. Leon Fraser 
since he had been Chairman of the Board of U. S. Steel, and 
he would do nothing until I got back. 

W:R. D. W. BELL: There .was a good deal in between . One 
was tnat he hadn ' t seen him; he hadn' t crossed his mind. 

The thing that you had seen in the New York Times, that 
he would not bring any or Ills colleaguesTramtlie 0. S. Steel 
Corporation into tne State Department--that he would not 
nppoint anybody, particularly a New York banker, to a f inancial 
position without consulting you. I tnink that was a very 
forthright st atement . 

H.M. JK: Yes . Wel l , I didn't get that. 

MR. D. W. BELL: I don ' t think he has any intention of 
bringing LeoaFraser in . 

H.M.JR: The way it was written, every other one of those 
wri t eups in advance as to' who he was going to appoint were true, 
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and this ' thing was written in such a way. 
is Chairman of the Finance Cowmittee of U. 
he? 

ACR. D. VI. BELL: I tnink be ia , 

I gueu Fruer 
S, Steel, ian 't 

H .~ . JR: Well, it didn't oo any harm to send him tbat 
message, 

MIL D. VI. BELL : He was very f r i endly, and said he wu 
very g!ad to te!l you that. 
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H.M. Jit: Did you tell nim I did it on account of Fraser's 
posi t ion at Bretton Woods? 

l!R. D. W. BELL : Yes . I told bim you were a 1i tt!e 
v.orried about tbe article because of his position on Bretton 
Woods ana you would like to know in advance . 

H.M.JK: Well~ at least that i s something, anyway. To 
paraphrase Mr . Jack Garner, tnat is a blow for democracy. 

Anything else? 

MR. D. W. BELL: That is a!l. 

UK. GASTON : I haven't anything. 

H.li . JR: Lucky man! When are you going away? 

MR. GAS10N: I hadn' t made up my mind. 

H.li. Jit: You have tna montn of December, 

MR. GASTON: I thougnt I would wait unti l you got back, 
anyway--soon, I think. 

H.M. Jit: llr. O' Connell? 

UR. O'CONNELL: There are a couple of things . The Senate 
Military Affaire Commi t tee is holding another public hearing 
this morning on the appointees t o the Surplus Property Board. , 
Goodness knows when they are going to get through with that, 
I was quite confi dent that after Taft and t he Republi cans 
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announced they were going to oppose them that would solve the 
problem, because it would immealatsly be decided on party 
lines . It probably sti ll will be, but they have boen horsing 
around lfi tit i t for a couple or· weeks now. There may be 
something develop t oday, but they bad an executiYe session 
last Tuesday and decided to holn another bearing today. 

you? 
H .~ . JR : Did Bell take you up on the Hill and introduce 

MR. O' CONNELL: Yes, I was about to mention that. The 
1st of December Den, Roy, a.nd I went up and had a pleasant 
little tslk with Doughton and George. I thought it was all 
right . 

loiR. D. W. BEll.: Yes,' I tb.ougbt we had a good conference. 

H.M.JR : Good. I think I saw something in the New York 
Tribune, but I didn't see anything else . - --

MR. O'CONNELL: Well, we prepared a release which was 
put out on the 1st of December, the day we went up on the 
Hill, announcing the number of changes and making clear what 
we bad agreed to, including Orvis Schmidt'anew aeaignment and 
Roy's new assignment. The whole thing was put in one press 
release. 

H.M. JR: Did people like Kiplinger and \thele)'- Eaton · 
carry it? 

tfR. 0. W. BELL: I haven't seen it. 

M8. 0' CONNELL: Those uaual17 cane out on Monday. I 
haven ' t seen it yet . 

H.~ . JR: There is reallf a more significant change in 
Treasury than what the7 are doing in the State Deparbnent, 
but I am willing to let it slide bf. 

MR. O'CONNELL: I think we all are . I didn't think 
there should be a release, that we should make it available 
internally and go down to see Doughton and George. 
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B.M.JR: Mrs, Klotz, get a copy of that presa release 
for two o' clock. Maybe we will send it to the President to 
let him know, We did let him know about Pehle, didn 't we? 

KR. PERLE: Yes. 

R.Y.JR: I do want him to know about this. I will write 
him. 

MR. D. W, BELL: By the way, Bob McConnell ' s son hu been 
seriously wounded in the Seventh Army. I haven't heard any 
details, but he got that last Monday. 

H.!J . JR: Would you write a letter on that for me, 
Herbert? 

MR. GASTOO: Yes. 

B.M. JR: And you might write a letter to the President 
for me, and get it to me by two o' clock, t elling him abo~t 
O'Connell and how we took him up on the Hill--Bell did-­
and everybody was happy, and that we ehifted Foreign Funds 
from the General Counsel ' s Office to Harry White, and about 
Blough's position, you see. 

KR. GASTON : Xu. 

Do you think we should enclose the release? 

H.M. JR: No, because it is eo cold. 

Then I think you might use that letter to say that 
under those circumstances--

KR. GASTON: Yes . 

H.» . JR: Could you get that t o me by two, do you think? 

)CR. GJ.STON: Yes: 

Regraded Unclassified



Cl 

c 

c 

-18-

MR. O' CONNELL: Just before you went away we had a 
talk, as you recall, in connection with the application 
of t he Nation !ssociatee for tax exemptions under the 
code,, and we have had eeveral discuuione since then with 
the ..:ommissioner, a.nd Deputy Commissioner in charge of in­
come tax, with Mr . Wenchel and myself, and I have here a 
memorandum from the Commissioner addreeeed to you indi­
cating that it is his intention, subject to your approval, 
to affirm the ruling that we gave thea before, that they 
were not entitled to a tax exemp~ion, and that we would 
in the process have to revise some of the rulings that we 
have made l'lhich a.re quite obviously inconsistent with the 
position we took in the Nation c~se. 
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You remember they pointed out some such cases . There 
is a very important question of policy involved. Do you 
want to take two or three minutes on it here? The question 
is the direction in which we go. We have been going in 
probably two or three directions, but generally we have been 
pretty lax, or rather pretty free , in granting exemptione 
for organizations which turn out in many cases to be not 
exactly phony, but we are sorry later. VIe will grant an 
exemption under 1016 because of the provisions that are con­
tained i n the certificate of incorporation that makes it 
sound as though this organi zation was a very high-minded 
organization and devoted to educational purposes . Then we 
take a look at it three or four years later and we find the 
fact that they have spent all their time influencing legis­
lations , lobbying, and doing things the statute did not con­
template . Unless you believe that we ought to take a more 
liberal ~iew, unless you believe that we ought to follow the 
line that we would have to follow if we were to decide the 
Nation was entitled to a tax exemption, we would reexamine 
the cases in which we have been inconsistent with the ruling 
made in the Nation ' s case and we would- pu~ out more detailed 
regulation indicating a tightening up of the granting of ex­
emptions under 1016 of the code. It is very easy for people 
to differ about this question, and it is perfectly true that 
we az:e in an inconsistent position as behteen rulings made in 
the Nation case and other rulings . 

H. M. JR.: There was the Free World. 
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KR. O'CONNELL: Free WOrld ia one of the caaea. we 
have the Union for Democratic Action, the League fo r In­
dustrial Democracy, Free World, and another periodical 
known as the Proteata.nt . 
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MR. WIITTE: Did the Farmer's Union just come for ward? 

MR. 0' CONNELL: They are over there no11 wanting us to 
grant t hem an exemption under 1016 with respect to some fund 
t hat they are proposing to set up. I don't knoa the detail 
of it. I think you spoke to me about it. Patton and his 
lawyer ~ent over and saw Norman Cann . ~ have that question 
up too. I don't know what the answer is in that case . 

MR. PEHLE : What is the ground on ?~hich the Nation is 
being turned down? 

l!R. 0' CONNELL: The question is, are they entitled to an 
exemption . 

MR . PEHLE: On ~hat grounds do you think they are not? What is the quality they lack? 

MR. 0' CO!INELL: In order to be entitled to exemption 
they have to be organized and operated exclusively for edu­
cat i onal purposes and a substantial part of their activitlea 
are t o be engaged in spreading propaganda or influencing leg­
i slation . None of these activities are for profits . 

MR. PEHLE: The trouble is it is propaganda if you like 
i t; otherwise it i s educational . 

MR. WHITE: That is t he definition of propaganda--ed­
ucation you are not in favor of. 

MR. GASTON 1 I don't think it is a question of tax-- it 
is a question of whether we get reports in--

MR. DuBOIS: I'd like to compare this caae with the 
Brookings Institute . Will we continue to give thaa the ex­emption? 

~. O' CONNELL: I 11ould think so. 
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MR. WHITE! Is the oaae important enough, Mr. Secret ary, 
possibly eo that it might be examined by aome committee that 
you might appointi 

H. M. JR.: It is important enough that I went into it 
~aelf . The thing that bothers me, I mean from the atand­
point of law as I understand it--if you read the law aa it ia 
writ t en there is no question that the Nation cannot qualify, 
Miss Kirchwey admits that they do do propaganda and try to 
influence legislation . There is no argument about that. Ber 
argument was largely based on the facts that we had granted 
this exemption to other people . 

MR. 0'CON1ELL: That is right. 

MR. PERLE: She is a little more hones~ that is all. 
The Bookings Institute certainly- -

H. M. JR. : I have spent quite a lot of time on this 
thing. I explained to her about America First, and that I 
didn't know whether we were going to get that organization 
or not. We can only get them if they are not entitled to 
exemption. She said, well, as far as she was concerned. she 
would rather be taxed \ f that in any way would help to get 
America First . But I think thia, I don't underatand why they 
l et some of these other go by; I am not familiar with Booking• 
Institute. What I am familiar with, I don't know what the 
date was, but it was at a certain time when I established a 
policy that these tax- exempt concerns would have to prove thei~ 
worthiness of this privilege once a year. I went back a long 
t ime ago and sald that the burden of proof should be on them. 
I remember at the time I compared it, Herbert, to when we had 
the honorary or special game wardens in New York . 

MR. GASTON: Protectora. 

H. K. JR: And I found all kind of gangsters--they were 
entitled to have a gun . So I said that once a year these 
people would have to come before ua and prove their worthineaa 
of this privilege or else they would lose it. I don't know 
whether lt was ever carried out . Do you remember my saying lt? 

J.IH. GASTON : Yes. ' 
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H. M, JR.: I said that theae people onoe a year--their 
license to be t ax-exempt would ~pire and the burden ot roof 
would be on these people as to whether they were entitle 
to renew their license. 

MR. D. W. BELL: I didn ' t think it was eYer ia1ued. ._ 
discussed it here, and discussed it at Cabinet. 

H. M. JH.: Absolutely, clearl7 I laid that down, that 
principle . I still think the principle i s a good one. 

MR. \\HITE: How many request s would there be a 7ear'l 

MR.O' CONNELL: Oh, my goodness, there would be thousands 
of them. 

MR. i',JUTE : But you can imlnediately ·set aside all uni-
versities, for example, couldn't you? , 

H. M. JR.: That Ylas the principle, that these licenses 
would expire every year and the burden of proof would be on 
these people. 

MH. D. W. BELL: How about labor unions? 

H. M, JR: The same way . 

MR. GASTON: I t hink they came back and convinced you 
t hat it wasn't practical, or they said it wasn't--that it woul~ 
take too much work. 

H. M. JR : There is enough interest in this thing, Joe-­
that anybody in this room-who is i nterested--you appoint a 
time and sit down and have a talk with them, a.nybody that is 
interested. The meeting will take place in your room. 

MR. 0 ' OONNELL: All right. 

H. U. JR.: Let any of these boys--for instance the boys 
interested in Brookings Ins titute , Luxford is interested in 
something else, Harry is int erested in ~r. Patton 's organiza­
tion--

YH. 0 ' CONNELL: I might mention one reason wb.y we ought 
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probablf to tighten up, and that is that we have two polioiea 
which tend a little bit to conflict with each other. iver,r 
time we grant an organization of this sort an exeaption under 
1016, we also excluded their employees from social aecuri ty 
benefits because all the tax-exempt organization• are auto­
matically out from under soci al secur i ty. So .e have one 
policy which is tending toward pressure from the Social ~e­
curity Board . We a.re trying to broaden sooial securitl 
coverage , narrow the exemptions as far as possible, and I have 
no doubt the Nation is in favor of much broader social secur­
ity coverage than now exists. But if we give them the exemption, 
we exclude their employeea,and there are probably several hun­
dred of them, from social security benefits . 

H. U. ~ : It is mandatory? 

MR. O' CONNELL: That is right, they are definitely out 
of social security if they are under 1016. 

R. M. JR.: May I interrupt , Joe? The thing that the 
Nation wants, they want to be able to go to somebody and say, 
"If you will give us a thousand dollars, you can deduot it from 
your income tax," and that is what ~ey want. The chances 
that they are makin~ money are very slight, but they do want 
to be able to solic1t funds for this association and have it 
deductible. So we migh~ just as v:ell call a spade a spade. 
For anybody who is interested, you call a little meeting and 
~e ' ll have another talk. Thi s thing is a pretty important 
thing, because it takes in labor unions, religious organiza­
t i ons--

1(1\ , BLOUGH: No, Mr . ;,ecretary--

~{R. LUXFORD: It worries me that you will get into the 
position of Walker and Esquire, that you have to police these 
things. Walker made a strict interpretation of second olaas 
mail privileges in ~squire . You will f ind you.rself in there-­
Yihat is good and what is bad. 

H. !d. JR.: Well, I unt into this thi.ng--1 noted to be 
very strict on this thing . .ls I reme.mber it, we got into this 
t hing and called a spade a spade , and Sullivan advised me to 
sort of drop it, that we would get into a lot of these Catholic 
institutions . But it doesn' t do any harm every time Mr . Rooae­
velt is elected to take a new look at t his thing . 
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MR. BLOUGH: This does not involve all tax-exempt ca1e1. 

MR. O' COIDiELL: No. It is important, though. 

H. M • .tR.: You have some boys here who haven • t enough 
to dot 

MR. O' CONNELL: ~will have a meeting this afternoon. · 

MR! BLOUGll: Can you make it some other time , Joe? 

MR. 0' CONNELL: Certainly, we will make it tomorrow. I 
"ant you to oe_ there . 

MRS . KLOTZ : They have called up and would like an answer 
before next year . They can' t make their plans for ne.xt year 
unless t hey know where they stand . 

!.lli.O' CONNELL: By iednesday ought to be a:U right . 

H. 1!. JR. :All right. !t is very interesting . Don ' t 
rush it . 

MR.O'CONNELL: I cannot be accused of having rushed it; 
I have spent more time talking to people on this than anything. 

H. M. JR.: I mean I would rather let the Nation wait a 
day or two and be sure we are right than say no • 

Uk. o· ~~~LL: You will never be awfully sure you are 
right . Frank Gannett's Comittee for Constitutional aovern­
ment, from everj~hing they have said, would probably have been 
entitled to an exemption under 1016, and it •as only by acci­
dent that we did not give· it to them. 

H. M. JR. : Will you get Sam Klaus to attend 

MR. 0' CONNELL: .All right. 

H. M. JR.: Joe? 

MR. DuBOIS: I have nothing, sir . 

H. U. JR. : George, how long have you been out of circu­
lation? 
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VR. HAAS: This is more or leaa for aeven weeka. I don't know when l will get r id of the crutchta . 
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H. Y. JR. : You have l ost a lot of weight, haven't you? 

MR. HAAS: I have lost some. If you try to go aroUDd on crutches you have to lose weight! 

H. W. JR: All right? 

MR. RA! S: You probably know about this, it is a questioa of iederal Reserve polioy and interest rate which has oome up again. 

H. M. JR,: Every four years ! 

MR. HAAS: More frequen t ly than that . But the situat ion is easy now because of the war loan accounts. But the billa 
you insisted they put in helped the thin~ out, but it was not enough and they had let the shor t certif1oate slip. *e have some solution for the problem--Dan and the boys . 

H. U. JR. : We' ll get around to it . 

lilt. PEHI.E: The most urgent thing is that the Murray Small Business Committee have the Treasury Surplus Property Offi ce down on the pan. The subcommittee of the Murray com­mittee is holding public hear i ngs beginning tommorrow, lasting through Tuesaay, 1hursday and Friday; and the{ have called in ~ a large number of people from the Surplus Off ce here . They have called in the director in New York, and the head of the office in Atlanta, and it will not be entirely pleasant be­cause they are going to poke a lot of holes in what has been done. \~at I plan to do is attend the session and make a statement at the end. 

H. M. ~t.: Is Joe in on t hie f 

LlR. PERLE: I had had Tom Lynch right with me. 

JiR. O' CONNELL: That is right. 

MR. PEllLE : But there will be some adverse facta broug~t out, I have no doubt . One of the t hings, this being a small 
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buaineaa committee, thef are going t o be cr itical of Olrioh'• 
lack of cooperation with the Smaller War Plant Corporation•• 
and in my judgment, ~ith some merit--but that baa now beea 
cleared up. I cleared that up last week ao that WIYer iak'• 
testimonr will be to the effect that relatione now are ~err 
good ~ith the Treasury as far as small busineaa is concerned; 
but according to the record down there, thef had kept these 
Smaller War Plant Corporations at arm's length all the •11 
through and made no real attempts to cooperate. 

H. },{, JR. : Who is Chairma.n of this committee? 

MR. PERLE : The subcommittee is Tom Stewart, and the 
committee is Taft, Murray and Stewart. 

H. W. JR.: Murrar is all right , isn't he? 

MR. PEHLE: Oh rea, the committee is all right . It is a 
very small business committee, and , as a matter of fact , Taft 
on the one side and the two on the other side are outdoing eaoh 
other to see who can do the most for small business,but there 
hasn ' t been much impact of small business phiioaopb1 on our 
work down there . 

H. M. JR. : I certainly t old Olrich where I stood on 
small business, and told him I would rather sell my dozen to 
one man than five thousand dozen to someone else . 

MR. PEHLE : 
head- -

' I knew you felt t hat way, so I went right a-

MR. D. 11. BELL: Didn't they do that, John? .ls I under­
stood it , .llaury Waverick wanted Olrich to agree to allow hia 
to put a Small ~ar Plant organization representative in each 
one of his offices . He said if he allowed that he would haYe 
to allow all the other people who have priority to put a rep­
resentative in . .lad, furthermore , he wanted to wait and see 
what the Su~lus Property Board did in the way of relation• 
and instruct1ons before he went out on that liab; he asked 
Waury to wait. .llaurr would not wait. That is where the con­
troversy came in . 

MR. PERLE: That is right. I have agreed to let the 
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Smaller War Plant organiution' a JaeD have liaiaoD MD iD 
the field officea . kFC has already done it, and I think 
~e are ~n a bad position to refute to consent to cooperate 
as much as RFC has . 
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MR. O' CONNELL: They were pretty m~ch dogmatic about it . 
One of the Small Wlr Plants' people was pretty peremt'tory 
in language, and l t hink you and I were agreed that 1t was 
necessary to support Olrich to the extent of delaying mattara 
a bit . 

H. Y. JR. : You are not. bored with the job? 

MR. PEHLE : No sir, it is a big job. There is a lot to 
be done . I would like to talk with you a little bit later 
today . That is all I have right now. 

H. M. JR.: Tell Fitz. Harry? 

MR. WHITE : There are a number of matters here that you 
can take up as soon as you get around to it . 

H. L!, Jli; : One thing that I was reading during the even­
ing was this letter, I think from TaY.lor, or somebody, saying 
that the new Ministe r of Finance of france had sent me a tele­
gram and he had never gotten an answer. 

MR. ~HITE : Yes, he got an answer at once. Be sent the 
telegram to you. The letter expanded on the f act that Pleven • 
seemed eager to cooperate with you very fully . 

H. M. JR. : Can ' t you write a nice friendly letter from 
me to Pleven congratulating him on his pleasant relations with 
me? 

I.!R. WHITE: ill right, we will do that, 

There is also a l etter from Connally asking for the file 
in the General Counsel's office on Anderson-Clayton . I under­
stand that they are being gathered, and they wi ll be forwarded 
today, There are some countervailing duties and some on fhe 
foreign Funds activities . 
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H.M.JR: Ia it intereating? 

KR. WHITE: En masse. 
MR. LUXFORD: Not enough. 
lffi. VII:IITE: I do not think there ill an,ything there that would revear any--
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H.li . JR: Again I am just quutioning something like that 
to Connall,y . Ia the Hill repr esentative kept familiar with a 
thing like that? 

KR. WHITE1 I preaume this canes through the General 
C~unael's office • 

.lffi. 0' COOELL: I was not familiar w1 th that, but it waa 
only becauee Schmidt was not able to reach me Saturday night on 
the phone. Joe was just s~arting to t all me about it. 

KR. WHITE: It would go through hia office after we gatha!'acl 
the material, yea. 

H.M. JR: In his capacity aa repreaentative on the Hill? 
MR. WHITE: All right. It would have been his capacity 

as General Counsel, but ei ther or both. 

MR. O' C~NELL : Both. 
H.~ . JR : O.K., I am just checking what kind of organiza­

tion I have . 

KR. ~][TE : Congressman Spence called; I think he called 
the General Counsel's office. 

H • .M. JR: And me. 

MR. WHITE: Then I needn't repeat it. 
H.l.l. JR: · I was not on the phon a. 

KR. WHITE: Well, he called and ha was very much disturbed 
over the informatio.n that he had received that the Bretton 
Woods proposals were going to be aaaigned to the Foreign 
Affairs Comaittee, and he wanted ,you to take prompt action 
to see t hat the Banking and Currency C~ittee would have 
it. He said he wants it very much. He said he is pretty 
certain that his c~ttee oan deliver, and he thinka it is 

~ a grave mistake to have it sent to Foreign Affair s. He doea 
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not see what they have to do with it, and he wanted you to· 
call Sam Rayburn up, and the President . I tol d him I woul d 
submi t the measa~e to you as soon as you came . 

llR. LUXFORD: I talked to him the same t ime you did. 

H.K.JR: Is that something you can handle? 

UR. 0' CONNEll.: I would like after talking to Luxford 
and the boys about it, with your permission, to have a 
talk with Sam Ra;rburn. It is primarily Rayburn 1 a pi"oblem, 
but it seems to me a better case can be made for Spence ' s 
committee than the other committees. 

L!R. '.Vl!ITE: Well, I think it is probably a little more 
important than the Bretton Woods, because I gathei" ft"om Spence -
and the implication is there - that it is being given to 
Foreign Affairs, or likel;r to be given to them, because they 
regard all matters of international financial arrangements aa 
a State Department matter. That is the significance of it, in 
addition to Bretton Woods . I think it would need some definite 
blocking before it gets very far and becomes troublesome • . 

H.M. JR: Let Joe go on the Hill in the first instance. 
If you need some help from me, I am gl ad to get in on it . 

Anyway, will you take it over and see what happens? 

MR . WHITE: The other items can all wait until you get 
around to them - none are urgent . _ . ._. 

H.M. JR: The only· thing you said was urgent was the 
Spence matter? 

MR. 7/HITE: That is all - and this Connally thing. 

MR. 0' COtr.lEU: I .vouldn 1 t want to talk to Rayburn 
until 1ve had a chance to see whether you are going to get 
an answer to that other question. 

lJR. :;!:liTE : Sometime within the next few days if you oould 
set aside some time to wind up a number of unfinished aattet"a 
on the British negotiations - a number of t hings require your 
signature and decisions . It should be done this week. 

UR. BLOUGH: On the Social Security, I don 1 t · know just 
where we left it . I gat~ered from the general tenor of 
the conversation that you approved sending a letter to 
Budget in response t o their request indicating that you do 
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not favor a veto, but calling for re- investigation of the 
Social Security problem. 
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H.M.JR : That is what these people say. I am willing to 
go along . 

MR. BLOUGH : That is what all the rest say. 

H.11. JR: Okay. 

MR. BLOUGH : The fir st meeting of the Joint Colllllittee 
on this tax study is scheduled now for tomorrow afternoon. 
It may or may not be held, depending on whether impor tant 
matters are up . There is no great hurry in either Doughton'a 
mind or George's mind of doing anything with regard to 
taxation, because the lack of present opt imism about the 
end of t he war in Europe has calmed them down a great deal. 
So I don ' t t hink t here wi ll be great pressure. 

H.M.JR: Would you like to see me and tell me what has 
happened? 

MR. BLOUGH : I ' d be delighted to, Ur . Secretary, and 
also show you some of the material we are giving them. 

H.M.JR: Well , why not ten o' clock; and I think Joe 
should be here. 

MR. BLOUGH: Tomorrow morning? 

H.~. JR : Yes. I ' ll give you an hour. 

MR. BLOUGH: 1/omerful! If we are going to get the hour 
tomorr ow, I 'll leave the other matter s. I just want ed to 
mention that they are writing some tax material for the Budget 
message, and we a re ~ing to see what they are up to , an~ I 
hope to see some of 1t this afternoon. There is a quest 1on 
of whe~er you want t o put something in your Annual Report 
on tax policy . There is not hing in there now, and it is 
getting very late. If you want to put something in, we'll 
decide on it right away. 

H.M.JR : Sure. I'm rtagin" ' em! 
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MR. GASTON : Iras the lead been written on the Annual 
Report, Dan? 
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UR. D. W. BELL : Some of the forepart has been written 
and galley- proofed. I haven't seen it all yet . 

H.ll. JR: You usually go over that , don't you, Herbert? 

· ~. GAS1'0N: Yes, Dan usually calls me in on it before 
it goes very far along. 

MR. WHITE : I had forgotten - the Budget Bureau sent 
over a page dealing with Bretton IVoods to be incorporated in 
the Budget message. As a matter of fact, they didn't send 
over a ~age - they called up and wanted to know whether we 
would hke something in. So \Te drafted the page . So far as 
the Budget Bureau is concerned, there will be something in 
there recommending passage of t hose two proposals . 

MR. BLOUGH : Finally, we are hoping to wind up the 
negotiations on double taxation with Great Britain almost 
any day. As a matter of fact , there is an important meeting 
~oing on this morning . That seems to be going all right. 

That is all I have . 

H .~ . JR : Would you let me know, Herbert - let Krs. Klotz 
know- by two o'clock today: Elmer Davis sent me out a 
bio~raphy of mfSelf which they sent out, and I wondered 
whether it was ever submitted to the Treasury. 

MR . GASTON: It was sent out? 

H.lL JR: Yes. T'nen they sent me clippings on it from 
China. I am writing him a letter which is not goin~ to leave 
him any skin, and I am writing it now. I am not f;Olng to 
ask anybody. I t will be very unpleasant . But I JUst wanted 
to JLake sure . 

'Nhy don ' t they submit a thing like that in advance? I 
am goine to tell him the last time I saw an article like 
that was ln Denmark in a paper subsidized by the Nazis, and 
I wondered if t hey got some of their ideas from that; and 
I want . to know, also , whether· they are for or against 
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Mr. Roosevelt and his Administration. 

They took every unpleasant thing and time of l i fe that . 
was ever written about me and put it into this arti cle and 
sent it out. But I want to be sure it wasn't submitted in 
advance. 

UR. GASTON : . I didn't write it , is all I can remember! 

Ye s, I ' l l find out. Do you want to let me see that? 

li.M. JR : No, you will see it after I have written rrv 
letter . 

MR. GASTON : Okay - find out whether he got anything 
from us . 

H.M. JR: This "as sent out 
printed - China, and so forth . 
l e t ter and I'll let you look at 

t o the Far East and re­
I am going to dictate my 
it. 

I.!IL D. 'II . BEll : I have a faint recollection that I 
had something on that for myself, about me. It was just a 
biography - Government service. 

H.M. JR : No, t his is four or five closely-typewritten 
pages . 

MR . GASTOU: I '11 find out . 

MR. LUXFonD : I have nothing. 

H.M.JR: Charles? 

MR. C. S. BELL : Mr . Bl ough w~ ts t o get Mr . Ecker-Racz 
back. He is a ma jor in t he Army over in Pari s, and the 
State Departmen t have offered him a job over there and are 
attempting to ge t him out of the Armr. 

This was up once before , and you decined to leave him 
in the Army; but if t he State Department are going to get 
him, we would like to have him, ourselves . The Civil Service 
Commission has the matter up with us now . 
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H.M.JR: Ho" old is he? 

?.ffi . BLOUGH: He is thirty-eight years old. 

As Charlie s~s, the Civil Service Commission wants us 
to release him to State Department. state Department will 
then get a release from the irmf. The Area Representative -
or the European Area - has already agreed to release hia so 
far as t hey are concerned, so I'm told . Your previous ob­
jection which was, I thirik, a very good one, waa that 70u 
didn 't want to get him out of the .ArJ!J3' for a civilian job. 
The question is, does the fact that State will talc e him out 
of the Army and also away f rom us change your point of view 
on i t. I would very much like to have him if he is not 
going to continue in the Army. 

H.U. JR: I think if he is not going to continue in the ArJ!13', an,yway, we mighf as well have him. 

KR. C. S. BEll: He is furloughed from Treasury, so 
we ' ll start in and try to get him. 

H.M. JR: We'll have to go into this business all over 
again now, since he is thirty-eight . 

Am. C. S. BELL: He was one of Roy ' s best men. 

KR. BLOUGH : Oh, yes . 

H.M. JR: I think if he is thirty-ei~t and is going to 
be released , that is all r ight. 

MR. GASTON: Somewhat the same question is up about 
Kamarck . He is here in this country, and Harr,y wanted 
him detailed over here. The War Department wrote back they 
would be willing to do either of two things - detail him 
over or release him - permit him to resign. 

KR. Wrli TE : That is right. 

KR. GASTON : Then the7 called up a little later and said 
that letter was premature; would we please hold it until the7 
heard fr om the field. 

H.M. JR: It is in the works , isn't it? 
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MR. GAS'IDN : Well, we are waiting t o hear from the 
War DetJartlllent. OJr request was that he be loaned to ua 
as an Armf officer. 

H. M.JR : How old is he? 

MR. WHITE : He ' s in his early t hirties . We would be 
reluctant to have him resign from t he Armf and take him 
on. What we thought we woul d do was to have hi111 assigned 
to us and send him out in the field; but evidently the;r 
have withdrawn their letter, so that changes the case. 

H.~ . JR : Let's see how it develops. That is a little 
different . 

MR. C. S. BELL: Harry wants to send William Tomlinson 
to London to assist Taylor. 

MR. WHI TE : To replace Patterson who has gone to 
Greece . 

H.M. JR: 'lhat is all right with me . 

MR . C. s. BELL: I have one draft case that we think 
is pretty good. I t is in the mint in Phi ladelphia . 

H.Jl. JR: This is different again, isn ' t it? 

MR. C. S. BELL: You have approved similar cases . 

llR. PEBLE : 
service. 

'lhe new ruling wouldn ' t change Government 
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MR. O'CONNELL: That thirty-six to t hirty- seven statement 
of Byrnes' - I don ' t think that changes it. 

(Secretary signs draft deferment application of 
F. H. Mancuso, machinist) 

MR. C. S. BELL: That is all for now. 

H.M.Ja: You (Mr. C. S. Bell) wait outside; I want to 
see you for a couple of minutes. 
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Everything seems to be going along all rilltl t . Since 
I'm having Henry Wallace for lunch, I thought l ' d start with 
him first and see what he knows . 

By the ny, before I do anything, Hei117 has a 1942 
Chevrolet convertible car which I 'm going to sell at 
ceiling Price. I wondered if anybody - before I, ao to 
speak, pUt it on the market - is interested? 

MRS. KLOTZ : They can' t buy it . 

)dR . C. S. BELL: They can only buy it if they get a 
purchase order for a new oar. 

ll.ll.S. KLOTZ: Then it has to be a doctor or sanebody. 

H. !.!. JR : If they' re working in the Treasury? 
' KR. C. S. BELL : If t hey can get the purchase order 

from OPA, yes, sir . 

Mn. '.VaJ: TE: There' 11 be a de!llllnd fo r it . 

H. IJ. JR: I thought I mi ght be doing somebody a favor. 

I.Cl . '.'lliiTE: That i s why the OPA might be reluctant to 
do_jt for somebody here, because there is a big demand 
for- t hem. 

l4R. C. S. BELL: There is a large number who wanted to 
buy cars, but we have discouraged it because we didn 't think 
the need was sufficient . 

H.M. JR: Why not take it to the Alexandria dealer where 
I got it, because he was very nice about it? 

~. C. S. BELL: He would supposedly be very glad to get 
it back. Offer it to him at the ceiling irice, and if he 
doesn't want it, offer it to the principa Washington 
dealer . 

H.M. JR: I wasn' t trying to make a sale here - just as 
a favor! 

MR. C. S. BELL: That would be $1,245. 
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H.Y. JR: Do I understand that is the price, and then it 
the dealer buys it he can aak twenty- five percent more? 

lm. C. S. BELL: The original pric e waa three or tour 
hundred dollars more than that . 

MR . D. 1H. BELL: What? For a Chevrolet? 

UR. C. S. BELL: This is a convert ible coupe. 

MR. ~liTE: Supposing the owner sells dir ect to the 
consumer? 

MRS. KLOTZ: He can only sell i t at ceiling pr ice. 

H.K. JR : Between Charles Bell and Joe O' Connell, I might 
get a package of cigaret\s- but that is about all! 
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(Sionedl H. Morgenthau. Jr. 
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Deo .. ber 11, 18U. 

Kemorandua t o the Preaident: 

In Tiew o! fOUr memorandum o! Dec~ber 9 on 
the aubject o! turplua property in which you atk 
me to •aee lt through•, you mA¥ be 1ntereate4 in 
organlzntlonal chailj;ea we han :u.dt to oarr1 on 
that and othor Treaaury roapontibilltlea: 

John Pohle, Assit tant to the Secretar7, hat 
been rlaced in tUplrTition OYer the Procur .. ent 
D1Tia on, incl uding the O!!lee o! Surplua Propert7. 
He la retalnint his posi ti on at ixecutiTe Direetor 
o! t he War Refugee Board, aince that need not now 
take auoh o! hla time. 

Joe O'Connell, General Counael, hae been made 
responsibl e for repre senting t he Treasury on the 
Hi l l in tax matters and the office of Tax Leglela· 
tiTe Counael haa been rlaeed under him. lle alto 
takes over ,\dmlniat rat ve upenlaion of the Bureaa 
o! Internal Revenue, formerly under John Sullivan. 

Roy Blough, Director of Tax Research, will 
continue to advise me directly on tax policy mattera 
and will aaalet in presentation of technical tax · 
mattera before the Committee• of Congreaa. 

Orvle Schaddt, who haa been Acting Director of 
Foreiga lunda, beeoaet Director, and hereafter, 
l natead of reporting to the General Countel, will 
report to BarJ'T WIU.te, Direotor ot llonet&J7 a.­
aearch, who ie ln general charge of foreign affalrt 
affecting the TreaeurJ. 

{81gned) Ronrr Morgenthau, Jr. 

Secretary of the TreaturT 

• 
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oo: Mr . O'Connell 

Oper ator; 

RMJr: 

Carter 
Har rison: 

HMJr: 

H: 

RMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

RMJr : 

R: 

HMJr: 

H: 

HMJr : 

H: 

HMJr: 

H: 

HMJr: 

Go ahead. 

Bello. 

Hello. 

Morgenthau ep~aking. 

Ie this Mr. Morgenthau? 

Yea . 

Well, good morning, air. 

How are :you? 

Mr. Morgenthau 

Yeah. 

December 11, 1944 
11{ 57 a.m. 

you know the 15th i s the deadline t or me. 

Yea. 

I s that under stood? 

Yea, that ' s under stood. 

Well, nov, how i s it to be made public? 

Well -- ah 

Shall I give it out here? 

No , I think you send your resignation 1n •• • • 

I beg your pardon. 

I t hink you send your-- you write out your 
resignation to the President agd f orward 1t to 
me. 

Write out what? 

You -- you -- :you have to resign. 
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Oh, then the verbal isn't-- uh --isn't 
satistaotory to t he President? 

What -- uh -- what the collectors usually do 
i s: they write out t heir reaignati on; addreaa it 
to t he President •• • • 

Yes. 

and forward it to me. 

Oh , I see . 

And then I forward it to the President. 

I see. 

See? 

Al l right. I shall do that at once. 

And then we announce it from here . 

Oh, yes. That's al l right. Have you selected 
a successor? 

No. 

Not yet? 

I ' ve been away t or •••• 

79 

Now, you know the onl y trouble about this is that 
it I go out, I leave the ott1ce 1n -- 1n the hands 
ot t he assistant, but my bond continues. 

Well, I ' ll -- I will tell Mr. Joe O'Connell ot 
this conversation right away and have him l ook 
into it. 

Yea. 

I Will 

What do I dot Just wait until I hear rrom you' 

Yea. 

But I 'll forward the r esignation? 
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I t you please. 

I t you please. Thank you and thank you tor all 
your courtesies while being in the Job. 

Well, I hope to eee you some time soon. 

All right. Thank you. 

Good bye. 

Good bye. 

-
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Have you? 

No. 

I've Just been advieed that the Bureau ot the 
Budget haa reoeived a letter from Mr. McNutt 
recommending a veto ot the bill. 

Yeah. 

They have aleo received one from the Secretary 
ot Labor recommending a veto. 

Yeah. 

They're getting one trom Vinson recommending 
that it be signed and it we got one over to the 
same ettect, the score will be two to two as tar 
as the agencies reporting to the Budget is con­
cerned. There's nothing I can tell Mr. Rayburn? 

No. You'll have to wait. I haven't been able 
to get to the President. 

Yeah. All right, sir. I Just wanted you to know 
about McNutt i n case he ehould call you. 

Right. 

All right. 
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RMJr: 

H: 
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HMJr: 
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HMJr: 

H: 

HMJr: 
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HMJr: 
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HMJr: 

H: 

RMJr: 

H: 

HMJr: 

Hello. 

Rallo, Henry . 

Row are you? 

Fine. How are you? 

Fine. 

When did you get baok? 

Yesterday. 

Yeah. How's Elinor ? 

She's getting along nicely. 

Good. 

How ' e your wite? 

She's getting all right now. 

Good. 

She 1 e up and about a little. 

Deoember 11, 1944 
5:25 P·•· 

Do you care to come over and get eome or ~ rood? 

I'd love it , Henry. 

How are you fixed tomorrow? 

Tomorrow is bad. 

What? 

Tomorrow is bad. Wednesday -- n,uraday would be bet ter. 

Well, I -- Thursday I've got a date. 

How about Wednesday? 

Wednesday would be perteot. 
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( H: One o 1 cloak' 

HMJr : One o ' clock. 

H: Good. Thank you so IIIUCh, Henry. 

HMJr: Right . 

H: Bye. 

( 

c 
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Deoesber 11, 1944 
5:26 p.m. 

Go ahead. 

Hello. 

Henry. 

Yes. 

Have you any method ot rewar<llng the people that 
work t or you , like Gamble -- I mean, do you give 
t hem any certificate when they've tin1Bhed that 
they can sort ot hang up in their library' 

Yes. 

Ot --it's a sort ot oivilian award? 

Yes. 

Well, the reason I've asked was: we've had-­
Frank gave out such an -- he had a similar 
certitioate here. The President -- Frank, I 
know, thought he'd cleared it with the President 
and the President was a little dubious about 
whether he had or not. 

Well, let se send you over a sample. I know I 
gave one to Admiral King. 

But it 
you've 
here. 
to say 

seems to me that that's the-- I mean, 
got to have something to get a man down 
There's nothing you can do tor them except 
that the country thinks he did a good Job. 

Well, would you like me to send you over a sample 
ot what we do? 

Yes, I would. 

What? 

And I ' d like you then to, it you'll be kind enough, 
it I argue w1 th the President about it and say that 
it'e what you've been doing .••. 

Oh, yes. 
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and you think it' a a good thing to do. 

I'll tell you what we'll do. I'll gat up a 
list of people that we'Ya -- we 1 Ye bean Yery 
careful about who we've given it to. 

Well , that -- we have too. 

And I 'll get up a list of some of the people 
that we've given this thing to and I ' ll send 
it over to you and a sample. 

I'd appreoiate it very muoh, Henry. 

That's easy. 

Okay. 

When am I going to see you' 

Well, any -- ¥111 you be here the rest of the 
week? 

Yeah. 

Well , what about lunch on Friday' 

Fine. Do you want to oome over here? I had 
you last -- you had me last. 

All right. I ' ll be over. 

Friday. 

Yeah. 

I ' ll look forward to it. 

Okay . 

Thank you. 
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December 11, 1944 
5:2~ p.ID. 

How' a E:l.lie? 

She's getting along nicely. 

Is she home? 

Yes. 

Good. Fine. 

How would you lik e t o have some pig knuoklee 
and sauerkraut tomorrow? 

Very good. 

For lunch? 

Oh , no, wait a minute -- I just made a lunch 
with Cheater Bowlee. 

Oh. 

Wouldn't they hold 'til~ Wednesday? 

No, unfortunately I'm booked. Could you ewitoh 
him around? 

To Wednesday? 

Yeah. 

All right . Let me - - l et me see if I can. 

Will you? 

Yeah. All right. Let me see if I can. 

And will you have your girl call us up? 

Yeah. 

I'll put you down tentatively for tomorrow. 

All right. I ' l l see 1 f I can sv1 tch him ' til'\_ 
Wednesday. 

What? 
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RMJr : 

R: 

RMJr: 

R: 

KHJr: 

R: 

RMJr: 

- 2 -

I'll see it I can switch him 'tU\. Wednesday. 

My pig knuoklee won't keep. 

My God, they're wonderful! 

All right. I'll look torward to seeing you. 

All right . 

Right. 

Fine. 

Bye. 
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D£C 11 1944 

............... ,. 
I 1IUh \o ~· reoelp\ ot JVV W\er ot D11 I ' Joe 

1944, dli"MUUIc tM\ .,,es ' ettllllf.W Ntr-U ,.._ •"• 

ld.~ epec~~~laUn Jlllllllo e\a'-\a 1Ddloe\llll • -~ 

\al'lliMU. or u. wr. 

tov illol\naoU.. line .._ bro!IP\ \o tile a\tetun ot 

t11e orn.s..1e ot u. flooeau7 Depart.D\ .ca eVln I ,., •• 

1A .....,. ••i'W\ 1a _....... 

!SIQnedl H. Motgenthau, Jr. 
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12/11/M 

THE P RES I DENT: 

FOR YOUR IN FORMAT ION S AW RAYBURN TH INKS IT IS A GREAT MI S TAKE THAT 
YOU DO NOT AN NOUNCE WHERE YOU ARE HE S AYS THAT THERE ARE ALL KINOS 
OF WI LD RUMORS BEING CI RCULA TE D ABOUT YOUR H£ 4LTH. 

HENRY I 'ORCAN THAU, JR •, 

64MC , TRANSM ITTED 10:55 P.M • 

... 

9J 
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.Dear Meu1: 

I u •elM ill& urfti th a eo11 ol 
a letter that 1 oaat to ta. ipea1ieat. 

I ... *•· &.MenU at ffiV o'olook 
toa&t aad tol4 hor aboRt eur oQQ•oraatiOR 
at luoh. She •• 1atouo.lf 11lteroato4. 

'Xoura ainooro~, 

(St.pad) llenr7 

1'ho AOIUN'&blo Ulli'J A. l&llaoo, 

The W1oo Proa14aat. 

92 

Regraded Unclassified



( 

ai¥ clear .. ,.. hell,uta 

I ' or Mill r••• •• , 1 • trlll&l,y 

I'IOOIIaiDd that 10\l ap,.at k~AAI'J 

iallaoe .. ::S.aret&rl ot c- ..... 
a itb. kiiUi np.U, 

loun ai.aoerelj, 

The Pr11iclent, 

fbe Ahite UOQIIo 

(Slgnod) Honr¥ Korgenthau, lr. 
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TR EASURY DEPARTMENT 
WAR FINANCE COMMITTEE 

Honorable Henry IJorgontlu.u, Jr . 
Secretary of the Trea1ury 
Waahington, D. C. 

Dear llr. llorgenthaua 

1270 Sixth ATenue 
... York 20, •ow York 
O.oeaber 6, 19M 

When you were ~ N~ York laat, I mentioned to you 1omethi.ng 
about tho redemptiona or B Bonda and you aeked me to put wha t I 
aald in writing. 

It .... tbio I 

A number of our banka have told ""' that redeaptiona are due 
in maey caaea to the neoeaaity ot ownoro , but thet the neoou ity 
h for ol!l&ller .... ounto than tho B Bondo rodo8111ed. Por ox...,plo, 
many •100 Bonds are being redeemed by people who are in ne ed ot 
$20 or ~26, but beoRuoe they h.avo no Bonde or smal l er donominationa, 
they redeem the Bond they hnve on hand and then instead ot r o­
invoating the money not needed, they take it away and it i a 
d iuipatod. 

Tho auggeation 1'\&de by our bank trienda 1o that aowae way be 
provided whereby people with $100 B Bonde might be prompted to 
bowrow aay $25 or $~0, uaing the Bond aa collateral. If thia could 
be dono , the feolin& 1a that a great many of the current redemption.e .... 
would not occur. 

In this oouneotion, I have been urp;ed to pr eeent to your atten­
tion recO!IIllendationo that have bean made to you from llew York be fore , 
that a Bond ba daYioed tor people or aoderate moana, thAt would be 
aold at par, offer current inc01:1e and that could be uaod u collateral 
at banka . I, 11\Yielf, have no preaent oonvictiona with roteronoo to 
thia, but a DUDber or 11\Y aa$OCiatea feel that a Bond of thio nature 
would have a wide markot. 

Sincerel y y~ 
~. w . ~ 

Frede rick w. Gehle 
State Chairman 
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due t o taul t.r awlbe:rill 

aaoh1De 
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DEC lll9M 

DIU' •· Wtbpella 

I • ,_., tMt I Mft .._ .. \le te ~ 
MPllll' to 7011P 1ott .. of •••tt. •• ,...hil 
la., •••••• 

t... 1 sat • If llaUm-&atorla ·~·• aa 
t'l'f7 .. 1- u4 Jleallq u4 I • lfttofil te 7• 
fer wltbc ..t r.. • u ntllM of ,_, Yl .. et 
ta• o. .... pe\1• u .. n u s..Uq • a npl'lat 
o! llr. ta.Dt•t letter to tho lt.s. 

C:.rtalal,r wo uo all ln qNssaat 1D nM~I­
lq that lt 11 •• , ..... of MTba to leal snar 
wl {h tho W laah ao baYI oornple4 \M pel Ia 
u4 that ov objootho h to lo *t .. oaa \e JI'O!' 
nnt another Otl'lllll war ot oo-.aoot • . 

2 

I t)laJr .. all • II apeo U.t .. Aa'fl 1 ftl'l 
Tltal lator11t la tho Hlatloa ot U...t pro\1 .. , ... 
U.t all of u ••t to 111 ..... w.tbc ftP1 91..­
auq oa fbillag tho rlpt au•• to lt. lor tiat 
reu• I WU tMt * paW.lo tlo1M81• of lt 
tMt w lien PUc n U. ...... • .... JIU'IIOM, 
Mtllltl&etMil, ~t I U.o \oa 'tlaMila a h1• 
llpt - *!ell •• an. all, a •ltv at -.11 ... 
......... Dltforlq ••• '·t ,_ 7 .. d•, .....,., 
I 1e aot Wu tlaat at ~ls stare ef tM .. •t • 
_, Oil tills •bieot Ms lad OP Ia llkoq te MW .., 
effoot oa tl&o .,. pr of ,..,... nohteaoo. 

a-. L c. LttthpiU 
Dlllllltnc:t .. , ....... ,. 

llaoenlJ, 
Jllgned1 H. M0111111t'H1\; & 

.....u., .r u.. flr•u•r. 
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•"'u",.,._.. ...... .._. 
-'l ........ lllwlll"_.,, Ml .. ~.--... .. , ... ,...., .. .. ...... _____ ,. .. ..... 
aae·as ...... _ ....... .. 
.... " '2 .... 

9 r II R' ,_ Cfl I ..... ,. ............. ... .., ... "'-- ,_ .. ., ... . .•• 
llelt ., ........ #. 

HI I fiFo 

(Slp14) R.S. ltl o t a 

L I. a.tlo .............. 
... a. ''·· ~w;::m:-a,.al'll' •-.tllhi' ...,,... .......... 
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November 28 , 1944 

Dear Mr. Secretary: 

This is just a line to extend m::1 congratulations 

t o you on the tine s tart you save to the New York campaisn for 

the Sixth War Loan at the Waldorf. It was a f~ne apeeoh and 

just risht. I wish you and the Loan every success, of course, 

and I am confident of it, 

I did so enjoy sittins next to Mrs . Morsenthau 

and havins a chance to talk w1 th her. I am old enoush to have 

come to dread sittins t hrough these lons public dinners on hard 

chairs, snd endurins smoke and drink and indifferent food and 

clatter and noise . Mrs. Morsenthau made me forset all that , 

and I did enjoy myself. Pl ease tell her. 

We fell into talk about how to deal wi t h Germany. 

That talk showed t hat I had not at all understood from the news-

papers what your t housht on t he subject is -- and no wonder since 

only what other people say about what you said has been dis­

closed , And that talk also showed that the account of Tom 

Lamont's letter t o the Times . which she had seen was not clear; 

for Mrs. Morsenthau thousht that he wanted Germany to be a 

sreat power after the war. Certainly he doesn't want any such 

t hins , and his letter to the Times said just the opposite. I 

enclose a copy of it. 

I wonder whether you would care to slance a t the 
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enclosed private notes , which I have written in recent daye 

on the sub jeot. 

With very high resard , I am , my dear Mr. Secretary, 

The Honorable 
The Secretary ot the Treasury 

Washinston, D. c. 
Enclosures 
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lotea on the Treataent of Ge%W&J17 

There are two essential fallacies . One ia that 

O.ma117 makes war because she ia the injured party and that if 

we do not let her neighbors annex German territory but lea•• 

her in pouesa1on of all. ahe had before this aertea of depreda­

tions, she will not go to war again. This is the teaching of 

German propaganda and was accepted by mony intelligent people 

in the l 920a and earl.y l9:50e. Nothing oan be more contrary 'f;o 

history. Gerlll8ll.Y had -de all her ware ware of conquest and aa­

greaaion, P.rederiok the Great•• ware were wars of aagreaaion and 

conquest. So were Bismarck's ware, There was no irredenta about 

Germany's part in the war of 1914 . The terra irredenta was Alaaoe­

Lorraine, and the agsrieved party there was Prance, the notim, not 

Germany, the aagreesor, 

Surely nobody outside of Germany now thinks, whatever 

they thought once upon a "t.o~.me, that Germany launched the war of 

19:59 juet for Danzig and the Corridor. Jlc , Germany' s policy is 

the policy of world conquest and world domi.nation. She ie l1Jce a 

dos that hae once killed a sheep, She will go on quenching her 

thirst for blood as long as abe is let . There is not a ohanoe 1n 

the world that by letting Germany keep What abe bad 1n 19:59 , or any 

other confirmation of her territorial power, Germany will be pre­

vented trom pursuing her long- established policy of conquest -- not 

a chance . All a matter of fact, the stronger Germany ia the more 

llkel;r abe Will be to wase war efieotivel;ra the weaker abe 1a the 

leas Ultel;r. 

The other tundAiaentel tallao;r 1a that Geman;r• a neipbon 
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expect us to bail them out a generation trom now if need be. That 

is typically an isolationist interpretation ot our intervention in 

1917 and our intervention in 1941. I do not know what Gel"III8DT' a 

neighbors expect of U8 very l1 ttle I guess in view of the fact 

that twice we have let them suffer the agonies of invasion and onl;y 

intervened desperately late trom their point of view. On neither 

occasion did we intervene to bail them out. We intervened simply 

and solely because we dared not let Germany own the whole of Europe 

and taos her alone after she had digested her European conquests. 

I spoke of two fundamental fallacies, There is a third, 

which is perhaps less fUndamental but still quite important. That 

is the assumption th~t by intervening in a European settlement and 

attempting to fix boundaries again, as Wilson attempted in 1918-19, 

we shall be less likely to be involved in a third world war. I hold 

the ocntrary view. We are much less competent to settle boundaries 

between Germany and her neighbors than the people directly concerned, 

If we do settle the boundaries , as Wilson attempted to do , they are 

much lees likely to be well settled, and war will more l.ikely follow, 

and we shall be much more responsible for the consequences and more 

l i kely to be drawn in. What business is it of ours to draw the 

boundary between Poland and Russia or between Prussia and Poland? 

Germany has had just one policy under several regimes, 

whether Bismarck, the Kaiser, the Weimar Republic in its last phase , 

or Hitlerz the policy of growth by conquest, The crooked-mindedness 

which en.ables Germans to compare the acquisition by England end America 
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'· 
of the empty epacee, or epacee eiiJit.Y exaept of aayqee, nu.a48 allll 

equattere, w1 th the ware of ocmqueet whioh Gezwan,y hae wqe4 ep1 !lft 

ner civilized neighbore, neignbore more oiYilised than ebe and baY• 

ing a more enoient title tben ehe 1 that orooke4-llinde4neee ill qui w 

typical of the German Stat e-taught thinking. 

I do not favor a eoft peace, I do favor a hard peaee, 

and I uee those terme beoauee they are deecriptive and frank, end 

I consider t .bat the Wieb to avoid them ill t,ypical of the !'erman 

desire to muddle our thinking. Good straight sillple words are the 

words to use. We don't want to get all muddied up again ae we 4i4 

atter the last war. 

I have alwa,ys thought and said that to the Yictor belen& 

the spoils, proVided the Victor can seize the spoils and can kefp 

them , and proVided that he does eo at once and does n.Jt take more 

than he can take at once, and keep, or carry away, The great mie• 

take that was made by President Wilson and in the Treaty of Verea1llee 

was that although the lilies, roughly speaking, made no annexation• 

trom Geman,y, they did carve up Ge:r:man,y to the extent of putting a 

corridor through her, and they took her colonies away without annex­

ing them, And i nstead of taking a cash eum for 1Jr:med1ate pa,yment , 

by wa,y of reparations, as the Germane had done trom :Prance atter 

the war of 1870, the .A.lliee attempted to iapoee a tribute to b e 

collected from the German people for man,y years to come. 

I do not want the United States to atteapt to manage 

German,y atter the war except just long enough to get eome law and 

order working. I think each of the neigAboring natione ehould be 

permitted to take an,y territorial gains which it ie etrong enough 

to keep iteelf -- not b.Y u.s. guarant,y. I ehould be glad if !ranee 

felt able to take the Saar and Rubr and keep them by her own f oroe, 
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but ahe isn't strong en0\18h I tear. I do not tavor intemaUoll&l­

ization it that means that the United States Goven~~~ent ia to par­

ticipate in goveming this area. That 1a not amexation. It ia 

taking something awa,y from Germany and giving it to nobodJ' . I 

should not object to Poland's taking East Prussia , or part ot it, 

it she oan keep it without our guarant,. But I do not want ua to 

fix or guarantee frontiers . 

I approve removing any machinery and tools trom G,ermany 

that the Allies want to take . I approve seizing any removable as­

seta that Germany baa got. I hope we leave Germany ••alter than aha 

has been tor one hundred years; but I think it is nonsense to carve 

Germany up according to a map into three or thirty pieces. It you 

divorce a man and a woman, how are you going to keep them from re­

marrying! It you split Germany up into fragments, how are you going 

to keep the tragmente trom coalescing? Does anybody suppose that 

the United States or England will go to war against Germany it later 

on the tr~ents choose to consolidate? Would the American people 

think that was a good cause ot •ar? I don'tthink so. I hope the 

countries around the edges ot Germany Will make as big annexations 

as they can keep. I hope they will take auch spoils as ma,y be re­

movable. I hope we shall not help Germany to do more than avoid 

pestilence and tamine and disorder at the beginning. I hope we 

shall not stimulate her recovery as we did atter the last war. I 

hope she will be allowed to stew in her own juice after being 

stripped ot whatever the victors can take and keep . But I hope we 

will not attempt to decide that llha IIUSt have an agrarian instead 

ot an industrial civilization, and I hope that the United States 

will oonaent to let Germany ' a neighbors deal w1 th these probleu, 

and not inaiat on mussing them up and .. adling w1 th th- in aooord­

anoe •1 th CNr tine old ••H1uio 4el.IUI1on that .. mow how to a1a1 
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everybody elae' a buaineaa and we know how to do it w1 tbout tnow-

1ng an.Tth1116 about it . 

I do not think theae are things to aay in public Jet , 

leat they stiffen German reaiatanoe. 
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Subject: 

TREASURY DEPARTMENT 

INTER OFFICE COI\4114UNICATION 

Seor~tar rgenthau 
Mr. 

The a1neae Situation, 
Week ending Deo8111ber 9, 1944. 

SUIUIIIU'l 

109 

CONI' I I:Ell'fiAL 

DATa Deoeaber ll, 1944 

-

War production: Emphasis on critioal war production programe 
continues to feature current industrial activity. Strenuous 
ettorte are being made to atep up ammunition pro4uotion, 
with facilities tor shells and infantry mortar amaunition 
elated tor a $500 million expansion. In order to aid the 
mu.n1tione program, new authorization• tor production or 
o1vU1an goode under the spot authorization program haTe 
been suspended tor 90 daye in areas or acute labor shortages. 

Stock market : Stimulated by heavy buying or railroad securities , 
stock prices last week rose to new higha tor the year on 
sharply increased trading activity. Railroad stook pricea 
have risen to the highest leTel sinoe 1937, although they 
are still about 29 percent below the peak tor that year. 
Seoond.grade railroad bonds have shown conspi cuous etrength 
and are now within 6 percent or the 1937 peak. 

Commodity prioee: Commodity prices rose moderately during 
the past two weeks, with steel eorap prices in particular 
shoWing sharp increases. The BLS index or 28 basic 
commodities advanced 1.2 percent, an appreciable rise tor 
that index. In the week ended December 2 the BLS general 
index or wholesale prices was up 0. 1 percent to a new high. 

Rural living coeta: Living coste on rarms appear to have risen 
more than in large cities. While subject to some qualifications, 
the Department or Agriculture figures on prices or c0111111oditiea 
bought by farmers show a substantially greater rise 1n coats 
ot tood, clothing, and other items than is shown by the 
BLS coet-ot-liTing index. 

National income: The annual rate or income pa,aente in 
- October rose to a new high of $157·7 billi one trom $156. } bil­

lions in the pravioue month. A greater than eeasonal rise 
in tara income and continued expansion or military payrolls 
were t he principal tactore i n the rise. Cash tarm income 1n 
October rose 9 percent above year-earlier levels to a new 
record high. 
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War production re~uireaenta feature 
1ndustria outlook 

Kounting preaaure tor inoreaaed production of ursently 
needed ~ aateriala oontinuea to be the outatand1q feature 
or current indu1tr1al developaents. In sharp oontraet to 
earlier oonoern over reoonvereion pr obleaa, ~ production 
o!tio1als are now stressing the vital neoeasity or apeedinS 
the flow or certain oritioal aunitions and equipaent it ... 
to the fighting rronte. Following up repeated etat•enta or 
top IPB officials expressing oonoern over lagging output or 
heavy shells, heavy trucks, heavy tires and numerous other 
i tems, War Kobili~tion Director Byrnes last week announced 
a renewed and inteneitied war production drive. Furthermore, 
Lt. General Somervell or the Army Service Forces stated that, 
during the last 90 daye, esti.aatee or pr oduction needed to 
oarry on the ~ against Japan have been raieed 25 percent. 

Ammunition facilities to be increased 

Indicative or the increased demand tor ammunition, it 
baa Just been revealed that a new $500,000,000 aortar and 
medium artlllery program alone '11'111 involve the oonatruotion 
or 50 new plants and the expansion or 50 eXisting plants. 
Koreover, success in carrying out the program '11'111 require 
the prompt delivery or 5,000 new machine tools and the ' 
recruiting or a large number or additional workers. 
Illustrative or the difficUlties to be overcome, this 
progr&~~ Will have to compete tor presses With the Kavy1 a 
new rocket program, upon which $100,000,000 is expected to 
be expended by the first quarter or 19~5. 

Kanpower shortages ha!lper war production 

110 

According to the JUC, more than 130,000 additional war 
workers will be required tor the new artillery, mortar and small 
arms ammunition programs . Additional workers are also eaid to 
be needed in brass and strip mills, forges and machine tool 
plants, and in numerous other linea. In this connection 
the Army baa eat1llated that 300,000 aore workers are needed 
to bring lagging .unitiona production up to schedUle. In 
order to achieve aore effective aanpower utilization, IPB 
Chairaan Irug last weak testified in favor or legislati on to 
enable the WKC to adequately enforce regUlations desi gned to 
keep workers in ~ plants. · Kob1lization Director Byrnes' 
annou.ncement over the week-end that men aged 26 to 37 'Who are 
not now doing their part to contribute to the ~ ertort• are to 
be given particular attention by draft boarda, ia interpreted 1n 
the press as i ntended principally to check the outflow or 
workers from war 1ndustr1es. 

Regraded Unclassified



• 

•• 

- 3 -

HoweYer, the taota ot the .. npower aituation, and the 
beat •ethod ot aeour1ng aax~ -.npower ut1lization, 
continue to be aubJeota ot contro•era:r. !hue at the end 
ot lo• .. ber the preaident ot the United Auto.ob1le Workera 
OIO Union aaaerted that eaplo:raent in 20 .. Jor Detroit 
war planta had deol1Ded approxi .. tel:r 24 percent trQa 
the war- ti.lle pealt,.~and propoaed that the executive order 
eatabliahing the ~hour week in the area be relaxed to 
apread the work. In the taoe ot thie aaaertion, the IXO 
waa reporting a need tor 2~,000 worker• i n the Detroit 
area, and wae underatood to be oo.p1li ng t1gurea to retute 
the United Autoaob1le Worker• oontentione. 

Spot authorization reoon•eraion prograa halted 
1J) unr areaa 

In an ettort to aid the ourrent wa.r production driYe, 
the 'I'PB, 1D oonJunotion with the IXC and the araed eenio .. , 
reoentl:r ordered tield repreaentativea in labor ehortage 
areaa to retuae authorizations tor oivil1an goode production 
under the epot reconversion program tor a period ot 90 da:ra. 
!he 90-da;r auapene1on will appl:r to all ot the 6~ aoute · 
labor ehortage areas, olaaeitied ae Group I b7 the IXC. 
In addition, the suspension will alao appl:r to about 45 
other labor areas where oritioal war prograae are under wa;r • 

On the other hand, authorizations tor civ1lian goode 
production under the spot program will continue to be ude 
in areas where war production ia on aohedule and labor ia 
adequate to meet a1litar:r needa. Moreover, it was 1ndioated 
that where applioatione tor limited ciYil1an goods production 
already have been approyed, there probabl:r w111 be no 
cancellations even it war production ie behind schedule 1D 
the area. · 

Stock prioee rise in active trading 

Recent persistent strength in railroad securities 
tinall1 broadened out into a general bu:ring •oveaent laet 
week and etock prioea, in aotive trading, roae to the 
higheat level ot the :rear. At the olose on Saturda:r the 
Dow-Jonea railroad atock average stood at the highest level 
einoe 1937, while the industrial etock average wae elightl:r 
above the previous 1944 high reached laat Jul:r. (See 04!rt 1.) 
!rading aotivit:r expanded on the riae, with traneaotiona on . 
the lew York Exchange tor the week averaging nearl:y 1,500,000 
eharea da1l:r. Trading on 8aturda:r waa at the tasteat pace tor 
an:r aaturda:r a1noe June 17 • 

Regraded Unclassified



• 

• 

• 

- 4-

In contrast to the late aumaer uncertainty oTar 

reoonTereion and poet-war probl .. a, aarket aent1aent 

appeara to have Teared heavily tow.rd a loager war 

proapect. Evidence to thia etteot ia aeen in the heavy 

buying ot railroad aecuritiea, which are pr1.Jie bene­

ficiaries ot war-t1ae con41ticna. Reterence to Ohart 2 

will 41aoloae that atter declini.ng in the late au.aer, 

when hopes tor an early peace were rising, prioea ct 

railroad atooke and aecond-grade bonda have eubaequently 

rhen eharply. '1'he advance has been paced by eeoonc!.­

grade bonds, with the Dow-Jones average ot 10 bond.a now 

standing w1~h1n 6 percent ct the 1937 peak, Deapite the 

recent riee, however, railroad atocka are etill about 

29 percent below the highest level attained i .n 1937. 

Steel ecrap prioee advance 

An outetan41ng u:a.111ple ot the recent eh1tt in 

buaineee opinion over war proepeote ia easn in the atrong 

racoTery in eteel ecrap prices tollowing the abarp decline 

which began at the end ot Auguet. By the end ot October 

heavy aelting eteel ecrap at Pitteburgh waa t4.25 per groea 

ton, or 21 percent, below the ceiling price. However, a 

aharp recoTery in pricee got under way laet aonth and near 

the end ot last week the price at 11 heavy aelting ateel 

scrap at Pittaburgh was again at oe1ling leTels. 

Although all gradee ot ecrap have not tully reooTered 

to ceiling lavale, by Deoeaber 5 the Iron Age eteel ecrap 

ooaposite price was only 50 oente per groae ton below the 

leTel pr!v~1ling betore the break in prioea near the end 

ot the ~r. Trade sources attribute the atrong recovery 

largely to a revision ot earlier premature erpeotationa ot 

an 1.111a1nent end at the war in Europe. In addition, eteel 

operations have been aaintained at a relatively high level, 

with steel ingot prc4uo~ion last week sohe4uled at 96 per­

cent ot oapao1ty. 

Oommo41ty prices etrengthen 

oo .. odity prices rose moderately during the past two 

weeke, attar the rather dull period which tollcwed the 

election. '1'he Dow-Jones tutures index last '1'ueeday reached 

the highest level eince April, but leveled out in the later 

part ot the week, aak1ng a net gain chtr1ng the last two 

weeki ot o.S percent, Due largely to eubetant1al increaeee 

1n ateel aorap pricea, the BLS index ot 2! baeic coaaoditiee 

rcee 1.2 percent, a eizeable increase tor th1e index. (See 

Qbart '3,) 
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Grain prioea tiraad, with corn prioea in particular 
showing a noticeable riaa. Bullish intluanoaa in the cora 
aarket included 000 purohaaaa tor azport to Brit1an, an 
announceaant that d1atUlara would ba paraittad to uaa 
oorn grading lo. 5 or lower tor indnatrial alcohol 
production, and the raaoind1D& or aabargoea oa corn 
ahipaenta to aome Kl~waatarn aarkata. 

Cotton prioea laat week aade small adTanoaa but 
raaainad aore than ona-halt cent per pound below the COO 
purohaae prioa. 8alaa or cotton to the OCC haTe been 
haaTJ in recent neka, .. ountiag to about 1a.o,ooo balea 
in the week ending Deoeabar 5 and to 408,000 balaa ainoa 
purohaaee began ear11 in loTeaber. Steal aorap prioea 
at Oh1oago roae 5. 6 percent and at Philadelphia 13.6 per. 
cant, In oontraat to the r1aing tendeno1 in other 
ooaaod1tr prices, hog prioaa declined notioeabl7 with 
the seasonal increase in aarket1nge. 

The BLS general index ot wholesale prices, attar 
holding at 10~.1 tor thraa oonsaoutiva weeks, rosa 0.1 par­
cant to a new war-tiae high in the week ended Daoaaber 2. 
Higher prioaa tor tara products ware responsible tor the 
rise. At the present laTel the index ia 1.4 percent 
higher than a 7ear ago and la 38. 9 percent above the pre­
war Auguet 1939 average. 

Para priOII higher 

fhe Department ot Agrioul tura ' a tara price index roea 
1 percent from mi~October to ai~Noveaber but the index 
ia etlll within the narrow range or the past rear and a halt. 
At 196 percent or the 191D-14 aTerage, the index is 120 per. . 
oent above the pra-war level or August 1939· 

A 23 percent 1ncreaae in truck crop pri ces waa the 
aoet 1aportant taotor 1n the riae laat month. fhe truck 
orop indtx, howeTer, ia still 18 percent below the leTel 
ot a 7ear ago. (See Chart 4, ) Egg prioaa ahowad a sharp 
aaaeonal rise, but thar continue eubetantiall1 below laat 
r ear 18 leTels. On the other hand, the price index for fruit 
•• aoderatel7 lower, due to a &harp drop in orange and 
lemon prices. A 6 percent decline in corn pri oaa lowered 
the teed grain index. Cotton prioea daol1ned aoderatel7 
and, despite the GoTernaent 1s par1t7 purchase prograa, are 
now 2 pero~nt below paritr. 

Due to a el1ght riae in tara living ooata, the index 
ot prioea paid b7 taraera (1nolud1ng 1ntereat and taxes) 
adTanoed 0.6 per cent in RoTeaber, following 5 auooaaalve 
months with no change. 81noe thia inoreaae waa eaallar than 
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that of the index of pr1oee received, the parit7 ratio wae 
up 1 point to 115 peroeat of parit7. A 7ear ego tara pr1oee 
averaged 117 percent of par1t7. 

rara living ooate riel aore than oitz ooatt 

Rural living oottl appear to have r11en !Ore during 
the war period than living ooete in large oitiee. fhe 
Bureau of Agricultural J:conoaice index ot pricee paid b7 
faraere for all comaod1t1ee ueed for taail7 maintenance 
(not including reate and eer.icee) hae rieea 51 percent 
eiaoe the pre-war 110nth of Jue 1939, while the Bureau ot 
Labor Stat1et1ca coat-of-living index for 111131 and lower­
ealaried workere in large citiee baa ri1en onl7 2~ percent. 
(Bee Chart 5 , upper aeotion. ) Although both index11 have 
tended to le•el ott in the paet :r~ar and a halt, the BL8 
index baa riaen onl7 1.~ percent in that period while the 
tara index hal risen 6. 5 percent. 

It ehould be noted, however, that the tara index 
exaggerate• aoaewhat the riee in tara living coete beoauae 
it doee not include coete for rente and eer.icea, which 
haTe ehown a eaa:uer inorea11 during the war period than 
prioee of comaod1tiee. If rentt and eer.ioee were excluded 
from the BLB colt-of-living index, that index would be 
approx1aatel7 7 percent higher. levertheleaa, thee• 
expenditure• undoubtedly conetitute a ea&ller proportion 
of a faraer' • income than they do of a city worker• • income. 

Although the inclueion of eervioe ooeta in the tara 
index would haY• ao~rated the rhe eoaewhat, pricee of 
oc-od1tiee in th1e index have thown, on the average, a 
larger 1ncreaee than thoae in the BLS index. (Refer to 
it'rt 5, lower eeot1on. ) Since Jue 1939, too4 prioee 

n the tara index have rieen 54. 7 percent aa COlllp&red with 
45.7 percent in the BL8 index, clothing price• 6!.9 percent 
ae compared with 41.3 percent, and hcueehold turaithiage 
51. 5 percent a1 coapared with 40.5 percent. The iteae in 
tbeee groupe in tbe two indexea d1tter eoaewh&t, and their 
relative t.portanoe 41ftere, eince the requir .. eate ot 
taraere vary to aoae extent froa thoae of oit7 workere. 
Moreover, with eaaller per oapita oaeh inooaea, taraer1 
crdinaril7 purona1e aore lower-priced iteae than workere 
in oit1ee, and the tendeno7 for upgrading and the die­
appearance of oheaper price linea during the war hae 
coneequentl7 attected tara living coete to a large.r degree 
than urban 11Y1ng CO!tt. 
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Variation• 1D the proportion• ot tara and 1lr'bal1 
population ill different region• ot the oountry are alao 
an 18portant factor acooanting for ditferenoea 1D the 
two 1ndexea. Both the liAS and the BL8 index 1nd1oate 
that the largeat 1Doreaaea in retail prioea have occurred 
in the South Atlant!~ and South Oentral Statea, where 
54 percent of the tara population 1a looated1 WbUe the 
aulleat inOI"eaaea have occurred in the Nortn and Z.at, 
Where large cit1ea are concentrated. The tara index 
thua givea aore weight to reg1ona in wbioh the largeat 
inoreaaea in living ocate have ooourred1 Wbereaa the 
BLS index gives aore weight to regions aaving the aaalleat 
1Doreaaea. 

Poet-war cotton prograa under conaiderat1on 

Repreaentat1vea of var1oua phaaea of the cotton 1D~atry 
preaented their 14eae for a poet-~ cotton prograa laat weelt 
at hearings of a House Agrioul tural .ubco.Uttee. !he 
aeetinga were arranged by Repreaentative Pace of Georgia, 
preparatory to the development ot a legialative prograa to 
enable the cotton 1nduatry to aeet the ca.petitive aituation 
in the poet-war period. 

Due partly to Governaent aupport aeaauree, domestic 
cotton prioea have risen to auoh high level• ae to aalte 
free ooapetition 1D world aarlteta practically 18poaaible, 
and to threaten the daaeatic aarlteta tor cotton as a 
reault ot c0111petition troa auoh -teriale •• rayon and 
paper. Even before the war the o~etitive poeition of 
cotton wae deteriorating largely aa a re.ult of aoreaae 
limitations and the a&1ntenance ot artitio~ h1gh prioee, 
Which had at111Ul.ated foreign production and led to the 
d1aplaceaent ot American ~otton 1n foreign aarltete, 

Domestic cotton pricea are now aeveral centa a 
pound higher than comparable world prioea. Xoreover, While 
raw cotton pricee have aore than doubled 1n the paat 5 yeara, 
rayon Jarn and staple tiber pricee have shown practically 
no change, Despite heavy war-time consumption, the doaeatio 
carryover ot American cotton baa continued around 10 to 
11 aill1on bales, or approxiaately equal to one year'• 
requirellent a. 

Secretary Wickard woq1d f11a1nate eubpid1ea 

!he propoaal of Secretary ot AgricUlture Wickard 
received auoh favorable ooaaent. Hie prograa, designed to 
aalte cotton tara1ng eventually aelt-auata1D1Dg and to 
elia1Date Governaent payaente, •• baaed on the following 
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main pointe: (1) The 4oaeatio and the world aarket pr1oea 
ot Aaer1oan ootton ehould be the eaae. (2) IDooae p&Jaeah 
ahoul.d be aade to taraera on a 4eaoen41~~g aoale tor a tue4 
n'Wlber ot :rear a, GIU-1118 Wh1oh t1ae tara era ocnil.d take 
advantage ot aeohan1sat1on and other ett1o1ant aethode to 
lower pro4uot1on ooate, (J) B1Cb ooat produoera who ooal.4 
not lower their ooata eutt1c1entl:r would be a14ed 1n 
ohanglDg OYer to the ra1a1ng ot other ooa.o41t1ea. 
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Wb.Ue the propoaala ot the repreaentaUvea ot tbe 
41tterent branohea ot the cotton 1nduatr:r varied oona1derabl7, 
aeveral general pointe were ooaaon to aoat ot tbeat (1) ootton 
prices ahcul.d be restored to a tree or 008petitive aarket 
basia through the sl1a1nation ot Governaent price aupport 
prograaa, (2) the ootton tar~~.era' inooaa ehoul.d be 
auppleaented by 41reot p&Taenta b7 the Governaent, either 
peraanentl:r or untU readjuataenta 1n ootton produotion 
oan be made, (J) pro4uot1on ooata ahoul.d be lowred throl:llh 
aechanlzation ot ootton tara1Dg, (~) reaearah ahoul.d be 
1ntena1t1ed to develop new uaea, and (5 ) tar1tta ahoul.d be 
lowered. !he uae ot export auba141ea waa generallJ 
41aapproved. 

'1'alt1Dg a atand oppoa1te to that or other repreaentatina, 
the President ot the Miseieeipp1 rara Bureau Jederation, 
B&nsoa E. Aldrich, tavored the oontinuation ot eziat1ng 
legialationi inolud1ng aandator:r commodlt:r loana1 ezport 
eubsid1ee, 1a1tation ot Governaent ealea, and tll.e uee, 
when needed, ot crop aarket1Dg quotaa. 

Annual rate ot 1ncoae p&l!lenh at new high 

Due largel:r to a greater than aeaaonal riae in tara 
incoae and continued expanaion in aU1tar:r pa:r, the annual 
rat e ot national 1nooae pa711enta 1n Ootober roae to a 
new record high ot $157.7 bllliona, '1'hia o~aree With 
$156·3 bllliona in the previous aonth and $146.1 billione 
in October ot laet :rear. (See Chart 6.) Ae a reault 
ot the usual Septeaber to Ootober drop in 1ntereat and 
dividend d1abure•enta, total 1no011e pa;raenta 1n Ootober 
were actuall7 ll1ghtl:r below the Septeaber level. Bowev:j 
the deol1ne -• le11 than aeaaonal, thua ra1a1Dg the ann 
rate ot pa.;raente to a new h!ch. 

Pa;raente tor aalariee an4 wagea 1n the oa.ao41t:r 
producing in4uatr1ea ( ohietl:r aanutaotur1Dg) were al1ghtl:r 
lower 1n October than 1n the previoua aonth and were about 
3 percent below :rear-earlier levele. Reterenoe to art 6 
Will 41aolose that With the ezoeption ot intereet an 
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41Y1dend p&1Jienta, thie •e the onl7 uJor 1aooae OCI!IPODent 
to ahow a deol1ne troa the oorreepon41nr aonth 1a l94J. 
Deap1te the al1(ht deol1ne 1a are p&1Jienta 1n unutaotv1DC 
1nduatr1ee, &((re(&te p&1Jienta tor aalar1ea and wacea 1a­
oreaaed in October due to ga1ne 1n trade, in the aerT1oe 
induatr1ea, and in aU1t&r7 paJ. 

9alh tara inooae at record h1gh 

Cash tara 1nooae in October roae aore than eeaaonall7 
and exceeded the 1943 leTel b7 9 percent, tlw.e attaining 
a new record h1gh. Inooae troa orope ahowed oone1derabl7 
aore than the uaual aeaaonal r1ee, w1th reoe1pta troa cotton 
and oottoneeed more than tw1ce •• larre aa 1n Septeaber. 
Inooae troa tru1ta and nuta roae aore than aeaaonall7 aa a 
reault ot ga1na 1n o1trua tru1t market1nge and larger than 
&Tar&(e oropa ot apples and grapea in aoet uJor produoin( 
aeot1ona. Reoe1pta trom 11Yeetook and 11Teatook produota 
in October ahowed a gain onl7 al1ghtl7 rreater than 
aeaeonal, 

-
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DEC 11 1944 

'lhere h attuhl4 a report at IAd·IM• 

P"baMI -·· tl7 the 1'NU111'f ~ 
DlYlliOA for the SoYlot ,..-.... at, lalleatlac 

the nallatll.llt7 at • ....,. r ... Dal•'-•· 

fba la ... toP,J ot aatarlal la atoraao a1 

ot Da ...... 1, liM, -~ 87,7158 t .... a.• 
tou lo11 than tM lo..U.r lit lanatorr. PH­

I•tl• Mho41lla4 tor Da•••• aaa ... aa laorea .. 

at W,iM tou u ._,. .... wlta. Jo...U.r. 

llBrannl.llt hao 
(12/8/«) 

JaltlahllJ ,...1, 

l81gnedl H. Morgenthallt Jt. 
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l ... ,_ ··--· .. , Mllal -·· le­-- Ia X I X _.,.. .-ns.. ......... lole a•u.. ,. e •et ....... , • ., t211 au-. 
Ia Olllel' te UII.W at a -· ;a )'• o 0"- ol 
Jll&tull 1 ° 'nn e11 ...,__ .. Ia ..,. D. Oat•= 
•t ,..... letter aN 11a1J11 _.. a:U!eMa Ia .. ft'p'u 
.., te 'HW ·-_. eU.w a UK II tll.tll .. ~ft-._ 
1a\le~~~ et \1111 ,.U.lca ;a ,.. _. I - J'IIU em.& 
..U eealatata •••• •• tM.ui...,. ,nalca etOet•Je · 
Ia ..,..,. to eMelll \1111 ,...,. .. Ulto-tl.ae 

~~~'• a.'· en '&JI• .............. 

., tftlr ,.. •• 

(81gnecll H. Moroenttlallo Jt. 

auntur et u. t ••· 

.-.-.., 11 u 7!511• Mlluulftlatla• .... .u. 

.. \hold ,_ .. sa,.., 
w• • r ._u, •·•·• 
~.D.o. 

.-..:url U/5/44 

126 

Regraded Unclassified



( 

FORFJCN ECONOMIC ADMINISTRATION 
OFF1C£ af 1ME ADMINISTRATOR 

W ASHINCTON 2S, D. C. 

TOP SOORET 

lb'. Henry lo!orgenthau, Jr. 
Chairman, Britiah-Azaerican 
C<lm!littee on tend-Lease 
'll'ash:ington, D.C. 

Sir: 

DEC 1-1944 

We he.ve reViewed the letter addressed to you by Admiral F. J , 
Horne on November 21, expressing the View of the military petroleum 
officials on the lend lease petroleum program submitted by the 
British for the first year of Phase II. 

The basic U.K. conslllllption require::~ents used by Admiral Horne 
appear to be substantially the sue u those used in our tabulation 
of British Phase II lend lease requirements, which was handed to 
representatives of the Army-Navy Petroleum Board on November 14. 
They are also identical with the civilian consumption requirements 
in the U. K. which were included, with the concurrence of the 
military, in the Tlorld petroleum and tanker program recently formu­
lated with the Bri tish. 

~al Horne• a principal conclusion seems to concern the 
rate of lend lease shipments in Phase II as distinct fran the rate 
of consumption. He proposes that the proVision for lend lease 
shipments be reVised to $222,000,000 from the .financial proVision 
o.r $3381 00010001 which we contemplated for Phase II. .&host all 
this difference is accounted for by Admiral Horne's acceptance, in 
his cal culations, of the British pooition that petroleum stocke in 
the U. K. should be maintained at ? , 300, 000 tons throughout Phase I . 
The size of Phase I stocks, which will be drawn down in Phase II , 
greatly affects the volUll:e and value of shipments in Phsse II · 

n e do not accept this British contention a.~d we have so advised 
t he British. i1e believe that s tocks should be reduced now, not at 
some indefinite tU:e in Phase n. Our position confon::s to the 
recommendations of t he u.s. Joint Chiefs or Staff paper of July 20, 
1944, cited by ~al H<!rne, and is consistent with the fact that 
present shippin3 plena call for a substantial immediate reduction in 
U. K. stocks. 
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All the attached table shows, our oalculations have clamon­
sirated that U U. K. atocka are reduced in Phase I to the lewl 
recam:~ended by the u.s. Joint Chiefs of Sta.rf, the lend leaae 
petroleuo require."18Dta for the British Empire during Fhaae n 
would total approximate~ $319,000,000. This e~ea with 
$338,0001000 requested by the British on caoplet~ dUfer.nt 
assumptions. Because of the uncertainty in the U. S. Joint Chiefs 
of Staff position referred to in Admiral Horne• a latter, it baa 
not yet been poesiblo to reach an aereement with the British on 
the reduction in the Phase I atook target. Consequent~, to 
avoid prejudicing the decision which would be ultimately reached 
regarding stock lovele in the U.K. , we concurred in maJdng 
financial provision in the amount of $33810001 000 for the Britiah 
Phase n petroleum progrm, which would be adequate to provide 
for aey eventual daciaion regerd.i.ng atoc:lc.s . 

Admiral Horne 1s letter leaves in suspense the prineipal 
questions on which the Jmerican aide needs the guidance of the 
military and without llbich we aro prevented freD defining more 
accurately the British le.nd lease requirements in Phase II. 
These questions ares 

1. What stock level does the m111tar;r approve for 
the U. K. tor Phase I? Joint Chia.t's oi: Staff 
paper of ~ 20 daterlllinod thet these stocks 
should be !ixed at a level equal to 60 da,ys 
forward consw:tption. On the beais of current 
figures this wo-.Ud fix the U.K. petroleum stock 
level at appro:dJ!Iatel;r 51 1001 000 tona. We note 
the Joint Chiefs of Staff aro still reconaidering 
this deoision. However, in anticipation of a 
stock reduction. now instead of next year, we 
belleve the provisional U. K. Phase II petroleum 
requirement figure or $338,000, 000 ahoul~ stand. 

2. What part of the Phase II m111tar;r stoeka are 
expected to be kept in the U.K. and llbat part 
on the Continent? Separate figures for u.s. 
and British military are desirable. If, aa 
indicated in paragraph 4 of Admiral Horne '• 
letter, no U.S. military reserves are to be 
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carried in the U. K. during Pb:lae II, we would need 
onl7 the U.S. Joint Chiefs of Staff estimate of 
justifiable reserves to be kept in the U.K. f or 
British military purposes during Phase II. 

If Admiral Horne could provide the necessary data on these 
points, the British lend lease oetroleum program could be made 
correspondingly more specific. 

In addition to the matters discussed above, Admiral Horne 1 s 
proposed petrol eum program assumes that. the U. K. petroleum stock 
for <::ivillan purposes during Phase II shall be oaintai.ned at the 
same sixty-day forward coniiWlJ)tion level which is adopted for 
continental military stocks. We believe that in Phase II, the 
ramified dooestic econon;y of the United Ki.ngdom will reqd.re the 
maintenance of sar8\lhat larger civiliM stocks tbao this, especially 
since the cushion now provided b,y large military reserves in the U. K. 
will then be gone. A higher level for U. K. civilian stocks than for 
continental military stocks will also be necessary because of tho 
fact t.hat U. K. civilian supplies during Phase II will recei ve a 
lower shippinB priority than continent~! and Pacific military supplies 
and because of t he more dir ect and simplified system of distribution 
for military supplies. We have, therefore, proposed that civilian 
stocks in the United Kinzdom during Phase II be maintained at about 
a seventy- five day forward conaumption level. 

We also direct attention to the fact that there are a number of 
economic considerations concerning the distribution of petroleum 
supplies during Phase II which Admiral Horne does not discuss in his 
letter . These considerations may nevertheless substantially affect 
the volu.~ and value of supplies of )Xltroleum l'lhich t he British will 
receive under Lend-Lease durina Phase II. We have discussed t hese 
points with the British in detail in the past month and the necessary 
references to them will be included in the state!nent which we propose 
to submit to you on the British Phase II progr~. 

ncerely yours, 

At.t.achl:!ent. 
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SCHEDULE 4 (a) 

AL'l'ERIIATlVE BRITISH tt!PIRE PETROLE\n: PROGr.Al:S roR THE FIRST YEAR OF STAGE II 

UNDER VARIOUS U. K. STOCK LEVEL ASSUMPTIONS 

A 

0 
Requirements Requested ~ 

0 
British Assuming Stock Reduc­
t i on They Propose Takes Place 

0 All in Stage II (Reduction 
h'<la 7 , 300,000 Tons to 
5,750, 000 Tons in Stage II) 

Thousands 
of 

Tons 

232 

3,207 

990 

212 

Thousands 
of 

Dollars 

11 , 000 

121.000 

24, 000 

B c 

0 Requirements Assuming Stock 

0 
Reduction u.s. Proposes Takes 

0 Requirenents Assuming Stock Place Partly in Sta~e I and 

0 
Reduction U.S. Proposes Takes : Partly in Stage II (Reduction 

0 
Place Entirely in Stage II 0 

from 7 , 300, 000 Tons to 

0 
( Reduction from 7,300, 000 Tons 

0 
5,103, 000 Tons in Stage I 

0 to 2 , 650, 000 Tons J.ll During 
0 

follorted ~ Reduction to 

Stage II) 2, 650, 000 Tons in Stage II)._ 

Thousands 
of 

Tons 

107 

2 ,612 

850 

862 

Thousands 
ot 

Dollars 

5,072 

98 , 551 

20,604 

23 472 

Thousands Thousands 
of of 

Tons Dollars 

107 5, 072 

3 , 467 130,809 

977 23 , 662 

1 177 32 

Fuels 1 , 947 
Lubes: 

1,107 354 
~~~-----L~~~----------~27~·~000~--i---~7~4~2 ________ ~1~0~·~29~1~--L---~~~-------~~~~-------

Crudes, etc. 0 1,613 108,000 926 62,176 1 463 98 021 

ax 
T. B.L., etc. 0 ~~~~~L---------------~1~4~,000~--~-------------

14, 000 

TOTJ.LS 9 , 201 338,000 6,101 231, 166 8 , 298 318, 967 

u u v 
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us 
Dated D' I I u. 1"' 
.... 4 411.D p.a. 

1IR8 Z7) .me 1)4. 

!'a\ l.BA VIT1' PllOII PILPI{L. 

JOMpb ~ 9111'-'lud llltr1Ne clitficn&l~ 

UTUlp entory Jlllpa. A4Y1eecS Ida 01-IIDIOIIOIIW ~ 

Blook~. 
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Dlet.rlbut.loll ot '"­
I'Md1J11 ODlT b,y ....... , 
al'l'lll.-nt • (S&liiBi W) 

41.86, 111M ·w U, 6 p.a. 

naw n · u, l!M4 

a..•cl 6o.:tz p.a. 

1'111• u .. 2'72 JDO 1)5 tor r..-wt• trca PU.pel. 

Pl-. 1-.1\ ~ \o Bill¥ toJlcwt .. - '*-• 

tor ft!•n'a ~,OOOJ tor ~ 1.n Rl "'• 1100,000, 

tor ~ t~,ooo \o\all1111 1400,000. !h1a 1• a\ 

nq~\ Ja.pb ~~~~~. 

W I 

• 
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Pleue delinr toUOIIl.Jic •ena• to Pri.ta BollaDder, 0 c••• 
c~tt .. , Poetbox 7305, st«:kbola, troa Dr • .&neb ~I' ot 

WOrlll .~nUll ~re .. , 

QJarE XINDLY HAVE P'OODPARCBI.B I"CJIDRIS) I"OLWJIIN:l Blllt'IIBII­

I.IOIAT&'ia JIBIIRY AND IWnWI FKIU:IIEIIl'BLM'a IWICUS BIWIUKL, 'lin 

140 

AHD llD Hr canmD; 11&1 JOSIIII.l, 'IIPB AHD TIIRIIK <BIIB!IIIIJ lWB 

J'ILIX ROIJIRT OPPBIUIEIIIIRa RITA C11'riiiHBI!.!I!R,~III& P0ilid1'J P.liJL, 

RtiDOU' .lN> EU OPPEtii!BIIIERa THBRESE .lND JULIOS SimPRIBD BIJUIBAUKJ 

SIIGRIID QRli&I&BAUJll !IJRT SLOIIIR; JJWl .lJI> F.llfllt LIPPIWIJ SOPHIB 

VI:DI!B; ARNOW LBJIUliDI, WI1'B BBRT.l, QIII.DIBIJ CKLIX.l AHD CLt.R.lJ 
CAROLINA UN, Nil ROZKLAAR .lN> IIR, K, W; MRS. lWUE SLYP!R, liB 

ASSCHBR; S.lR.l P.t.JDDB.lOm, WE P.lnEDOIWIER .lHD 'M> CIIIUlRIN; 

BV.l COOBJI, liEK XQIIliSJ!RRDBil IIR. RU. C<JIKII, 9(11 AND IllOOHl'l!R; 

lWl8I DR. MBUI!AUERJ BRJIST UUPnWOI. U»QUO'I'B 

THIS IS STOCKHOLil C.lBIB 110. 267. 

U aJ5 a.m. 

12/U/44 
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Pleue auwr tollOIII.nc ••Hi• to Joel r:lalcl, OeMw., troa 

Dr. Cbarle• R· JOT ot Unitarian SerYice o:-lt.t.Ht 

QOOI'I liB ROI'B TO SBND CLOl'HIIIO TO PARIS J.I'ROII M .. YCill 

UNITARIAH 'QRBHOUSE 18 SOCII A8 POSSIIILI BD'l' TI&RI All& .AOU!'I 
S!IPPOO Ml'PICULTIIS. 001«1 TO .. 8ITUA'J'IC* RIRI B ARI -
BA01R !'(]! YOU TO SBRD 4 J'Cil!OATI OR ~ 'rO DVISU~ dLDir 

JIIBDS IH POI.AliD 'rO TO DI400UR4ft 4 PRCXIIWI TID& AS SOCII AS POIJ81Bi a, 
1'RBFI!RABU AJIBIU CAN 1m' D IIIC""'' PY SIISS at POLI88. IIICUIIIII RD'OOD 

RELIEF PUNM 4VAILABU 4JID LAliOBR CIVILUII II!I.Dll' PUIID8 PROClllWim 17 

YOU CAN CZ'1' .&S8IJIW«:B 'l'IIAT 1lBIJBF 'IIU. Ill DIMRIJIO'rm Bf OUR WLTJU 
RBFRESIIITATIVBS AI.ae AID mlklU'r 1MY DIJC!!M MATICII. I8 JO(I) .um 
CLOTBDIO 4VAIL4BL& POll POI..ml I!ELIIF D SWIHA'oAID PLU8I RIPal'f 
POSSIBILITIES AM:> RtJSB ACriC*. lfiS. 1W:TS!ILI. B. S8&RP IS O<XIJQ 

TO LlSBal WI'l'RIM .n' Pll' 111118 AS ARKl DIJdCT(It Pat PCil1'UGAL AID 
SPAIN TO WCIUC UllliR YOUR DIJS:TICII. AS YOU 4RB IIC* IM a!ARQB Df 

liBSIIRN EUROPE PLI!.&SB SIND ALL COIIJIIIIIICA'J'ICIIS DIRICTLY TO 11(8'1'011 

1W'I:IB.R TIWI .x.A! TIBK TIIIOUQB LISBCII. 'lllA'J' IS -· TIIIPI'S 
IIA'l'IONALIT!? KXaWIOB RA'J'I8 i\JdiliDIB PIUIICS ~R OOLLAR SII&LI. 

111 SBND REIIITT.liiCBS TO PAUL .ulllmlS<II at -· TIIO'I at 11IU. YOO 
R.liSB LOAN IOCALIJ: OOIMr'ITDIO US arLI TO BlDlft' (Jt .lfPROVID 
BUIXlBT I ll DOLLAIIM AT CPFICIAL &XCRAMlB R.lTB 4B80.W'!'m Dll'aiSIIII& 

FOR US TO PROVlDB RKOOMJI\'C> KIXIJIIII( BUIXlKr 7at PARIS 11& 114ft Tw:l 

YOO II.UD..!IJ)( IIC* 4VAIU BI.I, SOO IlOLLARB AVAU.&BI.I OIP'l' IBitiWlD S:&Uk 

FOR CJVILUN RKLIIF D 4""!M'SS! lWl'I'B SAVOIE All> VICmtt TO Ill ~ 

IIIliiS'I'!IlBI IH OONSULTATICII WI'l'B ll.lYOR (Jt .ui'BMAS'Ji LA'J'ftR AIRJ.ADI 

INFCJUIED. R!P'BRRII«l QJBB'l'I CII SHifti!NT SARDIIIES TO CIWIB!RY TO LISBC*. 
BEARI 110 IH laND YOUR .t.DVICK ON SIZ& AJIBIUCAII STAPT Fat P'IWfCI BU'1' 

IIUST roLLOif POLIClES 4111 R!OUU.TIOMS CF ST.US miPARTWIIT AND WAR 

Rl!.LIBF C<ll'l'ROL BOARD WHICH RBQJIRK AMIIRICU LIWliRSHIP. IIWQUOI'B 

THIS IS BERN CABU NO. ~· 

llt2S •·•· 

12/ll/44 

1!1)1'\U')' 12/9/44 
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CABIE TO STIIIIIlARDT, ANKA.'IA, POO JW'ZKI Flllll WAR RBFUQBI I!OARD 

81Mr gency o-atttM ha.e aalc:e<l Board to ree~DII i .. IIAnoe ttr 

appropriate Treasury Depar~nt Ucenee to pend.t tr .... t v ot 

$200,000 to Jabotinlllcy for charter ot s.s. Tari t o tr&ll8p0rt 

1600 Jlnlll .fro• Cons tanaa t o Haita. Although refugee probl- in 

Uberated areaa are not r egarcled as being witbin Board•1 function~ 

(see llllB cable !lo. 106 ot Septeaber 7, 1944, to Alllcara), we wou.ld 

apprecia te having report f r oa you. on the ~~~&ttor as eoon ae poui blA 

in order to be in poei ti on t o give background 1111.terial to Treaeury. 

This i e ANKARA. CABIB NO, ~ 

12/11/44 

12:0) P••· 

PH:hd 12/11/44 
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ID 
Dl8\ribl1tlaa ot ta-u. 
~. aal7 • epea1&l -.-t. (SLtillf) 

.u=enBSY 

I»' t 11 u, 1944 

8 p.a • 

1be ~ ~ tar J!atekl 1.8 .. 134. 

p ....., ec-lt.t. hM ubd IDIIrcl t.o Nell_ ... 

a.- ot 11M* opt 1AW "--1117 Dllpu 0 ct. l1 c I 
t.o plll'lllt. v.z.ter ot poo,ooo t.o J~ tar 
oba't.er ot 811 ftri to tnnllpart. l.60o ... trca 
ean.t..DM to Jllita. Althaliah Ntq1e I* un- 1D 
Ut.rat.ed IINU are not. ~ u t.1ac WitiWI 
,_,.. •• tlulln.io.- <- !1111 oabl8 llo. 106 ot 8ept ·-
7, 1944, to ...... ), -WIIIIl4 ·~'-~ 
zepcoc t trca )'Oil oo "'- •t.t.er u - u poeaible 
1D ardR to be 1D a paeiUOD to pw ._.._.. an.rtal 
t.o 'rt I '11'7 • 

111Uh 11ft' 110 

IPL 

• 
SWilllCB 

(CILlr) 
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• • COPY 10. ~ 
SECRET 

OPTBL No. 400 

Intor.at1on received up to 10 a ••• , 11th Dec .. ber , 

Oo 9th at Athens BLAS troopa outflanked our deteiiC .. 
covering Naval Headquarters, but situation raatored by close 
support tire trom one ot ~.M. Cor•ettes. A Greek destroyer alao 
bombarded targeta Piraeus! 

2 , MILITARY 

continued . 
and r orwa.rd 
established acroas 

NlW. of MulhOuae he,vy fighting baa 
sdme pro1r••• towards Haguenau 
Bischweiler l Pira bridgehead 

Dear Saarlouis st~•:n•~g~~=~~.;ed slating s t ubbornly, 

aDd oUr bridgehead 
Germans re­

ceeaed west or 
Roer 1n Julicb area . 

li&kl· Germans have deliver ed aeries determioed 
counter-attacks against our salient just west or Faenza. All 
beaten off and no chances iD position reported , 

EA§TERN F~~:r. Russians report procreu N.E. aDd . H. or Budapest to wi n 8 miles north or city, 

3. All! 

WVwSTERN '9~"J· lOth, u.s. heavy bombers attacked ra1lny cent.re11- 2ortresses (1 mhdna> - Coblenz, 523 
tons ; and 173 Libera tors - Bingen 674• Pathfinder technique 
employed. or 668 supporti.ng tighiers )o not yet returned, but 
27 believed landed Allied territory, 25 Mitchells attacked 
lock gates and railway bridge zutphen and 130 U.S . med1ua 
bombers bombed detended villages ~ul1cb/Duren area. 961 f1chtera 
and fighter bombers (4 missing) scored 6, 2 ? over battle 
areas, 16 Spitfires attacked rocket sites Rasue and Leyden 
areas . Coastal Command llosquitoes successfully attacked merchant 
vessel , Norway. 

ME~ERBAN§AN. 9th, 714 u.s. eacorted heavy bombera 
sent asainstustrlal targets , Owinc to adverae weather onlY 
116 attacked, or which 81 bombed oil refinery ReceDSburc - 195 
tons1 and 16 Slcoda Works Pilsen, 4 bombera ll tichters mtaainc . 
453 righter bombers aDd tlghters (8 miaaincl cave close support 
over battle area. 

4 , HOME SECURitX 

To 7 a. m. 11th. Between 6140 and ?t40 p.m. 18 
flying bombs plotted, No rockets reported, 

ADDENDUM 

lRefr!· 9th, Several minor olaahu with IUS foro•• tbrou1hout t~na/Piruua area attn quiet n1cht. !l .. wbere 
no aer1oua enceceeenta by Br1t1ah troope, SalOGiU atrlb elldecl 
1n morntnc. 8ituat1011 tenu at 1'atrae wbere IUS foro•• reported d1ccinl 1n rolllld town. 
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At 8:30 last night I called up Sam Rayburn to giYe 

him a progress report. He said, 1 Why in the Hell didn't 

the President say where he was?• They had him being 

operated on 1n Bethesda and in Boston. They had all kinde 

of rumors around, He said, 1 Why, in God's name, doean't 

he say where he 1e and have the people stop worrying'" 

I told him I didn't know of any good reason why he didn't 

say where he was. 

145 
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STUDIES Ill POST-WAR TAXATION 

Present: Wr. O'Connell 
Ur . Blough 
Mrs. Klotz 

H.M.JR: Go ahead, please . 

December 12, 1944 
11:15 a.m. 

146 

YR. BLOUGH: On the Social Security, of course, in the 
normal course of time the Budget reports would get to tne 
President . That is how he gets his information . So there 
was no particular reason why he should nave known about it . 

H.K.JR: Well, he does read the newspapers . 

MR. BLOUGH : I was surprised at that ! 

This afternoon the Joint Committee on Internal Revenue 
Taxation is meeting, and these will be jointly--we hope 
they are meeting. They are meeting, assuming the Congress 
doesn't get into some jam. These reports are jointly pre­
pared by Stem 's group and our group, and will be presented 
to t hem at that time . . 

The first one concerns the outlook for Federal expenditures 
over t he years 1945, 1946, and 1947, making certain assumptions • 
which we have been careful to indicate are in no sense fore­
casts . They are speculations about the probable end of the 
war, but are working assumptions . 

(The Secretary holds a telephone conversation with 
Congressma.n Spence, as follows:) 
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HMJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Brent 
Spence: 

HMJr: 

a: 

HMJr: 

8: 

HMJr: 

s: 

HMJr: 

8: 

HMJr: 

8: 

HMJr: 

8: 

Hello. 

Congressman Spence. 

Hello. 

Go ahead. 

Hello. 

Hello, Mr. Secretary. 

How are you? 

Deoeaber 12, 1944 
ll:UI a.m. 

Pretty well. I hope you're rested after your 
vacation. 

Yeah, I had a good week's rest. 

I had a little conversation With the parliamentarian 
some time ago and much to my surprise , he said he 
might send the Bretton Woods agreement to the 
Foreign Relations Committee. 

Yeah. 

It seems to me that's not only slapping at Wolcott 
and myself, but it's putting it in the State Depart­
ment rather than your Department. 

Yeah. 

And •.•. 

Well, I .... 
I'm not going to do anything more than apeak to 
you but I'd like topreaerve the integrity or my 
committee. I believe it belongs there. It wae 
essentially monetary and financial and I don't 
think the other committee wants i t. 

Wel l , I sincerely hope it Will go to you and I'm 
going to send that word to Sam Rayburn. 

That' a all right. Thank you. 
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Q HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

HMJr: 

S: 

( 
HMJr: 

S: 

HMJr: 

S: 

HMJr: 

( 

- 2-

I think it would be a great • • •. 

I'm not looking t or additional work but I just 
telt attar being a delegate up there and being 
eo interested in it, and I'm sure that it will 
be i n the hands ot your friends when it oome1 
to our committee, because •.•• 

Well , I ••• • 

.... I think it's a splendid thing and I hope 
we can put it throu~h Without trouble. And 
another thing, they ve got that Dumbarton Oak1 
proposal. 

Yeah. 

That will take up all their time. 

Yeah. 

This will be the side show over there. 

Well, I think it would be a tragedy it your 
committee did not get it. 

Thank you, Mr. Secretary. That's all. I just 
wanted to tell you that. 

Well , we '11 do all we can. 

Thank you. 

Good bye. 
-
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(Mr. Blough hands the Secretary Parts One and Two of 
"Studies in Post-War Taxation . ") 

H.M . JR: All right . Now this thing here ia--

14 9 

MR. BLOUGH: Part One is an outlook for Federal expendi­
tures, with certain assumpt ions about the end of the war-­
the first a ssumption being now completely unrealistic that 
the war in Europe would end by the end of 1944. 

H.L!.JR: That is still in here? 

MR. BLOUGH: Yes . We would a little rather have taken 
it out, but Stam preferred to leave it in, and I think that 
it won't do any harm because it will indicate that obviously 
these aren't forecasts because there is a cese where the 
si tua ti on has actually been proved not to be correct . And 
it will have thi s advantage, that by having the two assumptions 
in, it will show the fact that the longer the war continues, 
the hi~her these expenditures in the next three years will be, 
which 1s obviously t rue, but whi ch this points out fairly 
definitely . 

MR. O' CONN ELL: VIe have two assumptions for the end of 
the Geman war. 

(Mrs. Klotz enters the conference temporarily.) 

HR. BLOUGH : Those are the end of 1944, end around Karch 
or April of 1945. As for t he end of the Je'panese Jlar1 the 
first essw.1ption is a year fran now, and the second assumption 
is June 30, 1946. And we make it clear that other assumptions 
may, of course , oe necessary. 

MR. BLOUGH :· You would have to have something to work on. 
That is what we used. And, of course, last summer when we 
started, even some people eround the White House were talking 
about the end of t he year for this and that, so we had plenty 
of company. Now, the figures , as they turn out, are big 
enough in all conscience, despite tne optimism ot' the assumption. 
And they show for 1945--

H .M. JR: Calendar or fi seal? 
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MR. BLOUGH : These are all on a calendar year basis, 
partly to avoid the possibility of conflict with later fiscal 
year figures which would be presented to them and partly 
because the tax liabilities will be on t he calendar year 
basis, and much of the other material will be on the calendar 
year basis . 

In 1944 the expenditures will be about ninety-eight 
billion dollars . That is this year just ending. That is 
page sixteen . 

Under the first assumption, which is that the war ends 
in Europe December 1944 ana in Japan December 1945--in 1945 
t he figures show eighty- three bi llion dollars expenditures . 

In 1946 between fif~.;-hro and forty-nine billion dollars 
of expenditures, depending on bow good business is. 

And in 1947, between thirty-seven and thirty-two billion 
dollars, depending on how good business is. 

We have given no estima te of what the level would be 
aft er t he transition period is entirely over . The reason we 
~ive no level f or that is that we f eel the Committee should 
1ndicate what assumptions they would have in mind fnr t he size 
of t he Army, for Social Security, their atti tude toward 
farmers , and so f orth, and that if we made an estimate for 
that fi nal post-war period, we might be accused of telling 
them what their polici es ought to be in the future . 

For the second assumption , t he figures show up in the 
next table, which is on pages twenty and twenty-one , There 
the figures are somewhat higher, naturally, because the war 
continues somewhat longer. But the orders of magnitude are 
about the same , And we have a summary of those fi gures later, 
so I will come to that and suggest it might not be necessary 
to l ook at them at this point . 

H.M.JR: Now, these things are all going to come out 
before the public? 

lo!R. BLOUGH: On the front we have this wri tten, "Confiden­
tial. No part of this print to be released or published by 

Regraded Unclassified



c 

( 

151 

- 4 -

any person unless specifi callt authorized by the Joint Coomi ttee 
on Internal Revenue Taxation. And both Stam and I are going 
to etress the idea that it would be most undesirable to have 
this became public in any way. I assume that eventually it 
will leak out to the public. Dan was pretty careful and 
cautious--had representatives of the Army and Navy over and 
had them read the section on the military here . He didn 't 
ask them to approve it, but just said that he felt that if 
they felt they were objectionable or would do harm, that they 
woul d let him know. 

They said, "No ." They made a few mlnor suggestions, and 
then said they had no objections to it . So the military is 
broken down into several sub-classes, and the way in which 
tnis was built up is explained in the text . I have given 
you the final summary of it. That is Part One on expenditures. 

Part Two, then , is on the revenue side, and there again 
there is no forecast or outlook or estimate . It is called 
an outlook for Federal revenues, but it isn't an estimate . 
It says something like this , "If we accept the present tax 
system, what woul d the revenues be at the various levels?" 

We assumed various income levels, because, obviously, 
we wouldn't take in as much money if t he inc0111e payments 
in 1947, let's say, are a hundr·ed billion dollars, than i f 
they were one hundred and forty billion dollars . And rather 
than make any estimate as to what they will be--

(The Secretary on ~hite House phone :) 

Hello •• ••• 

Thank you ••• •• 

Good morning • • • •• 

Hello, Grace •• ••• 

Good morning to you •••• • 

You know, last night I said we would send a wire down 
this morning on Social Security • . ••• 
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Well, Dan Be!l found out that the Bureau of tbt 
Budget was about to send something down by pouch tni1 
afternoon, so we are putting our stuff in with their• 
so the President will get it all together, which I thought 
was better •• ••• 

Coming down on this afternoon 's pouch •••• • 

The whole thing ••••• 

All right ••••• 

And don't forget about the White matter, either ••••• 

We had a lovely snow storm here this lliorning ••••• 

But the sun has come out here now • •••• 

She is getting along slowly ••••• 

Oh, no ••••• 

But defini tely improving ••• •• 

Thank you, Grace •••• • 

H.M. JR: She hadn' t seen the President yet . 

YR. BLOUGH: I think page three might give you as 
good an idea of this as anything. That is a chart , 

H.M . JR: On page three? 
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W\, O'CONNELL: Of part two, that ia . 
MR. BLOUGH : Now that chart, along the bottom of the chart you have income payments to individuals . You notice the range from which there is a line is from a hundred to a hundred and sixty billion dollars. Then along t he left side, the federal revenues in billions of dollars. Now that does not mean the money that would come into the Treasury during the year, but the tax liabilities that would be accrued and which would eventually come in under the terms of the law. And it gives you an idea here that at, say, a hundred and fifty billion dollars, if you find that and run your finger up that line to where the black line crosses it, it is nearly forty- five billion dollars of revenue. 

H. M. JR: On the present tax structure? 
l!R. BLOUGH : Yes . 'llhile if we had only one hundred and benty billions of dollars, t hen it would be about twenty- seven or t wenty-eight . 

Now there are tables , of course, supporting that, but we had hoped that this would not be too complicated for Congressmen and the subae~uent charts are for other years, because the situation 1s a little different in different years . 

H. M. JR: You thought they might get one line? 
MR. BLOUGH: We thought that would be easy for t hem to handle. 

The breakdown, then, by the types of taxes, the charts begin on page eleven . There you have the income and excess profits taxes, chart four; chart five , you have the individual income tax. Now the difference which years make is indicated by the fact there are three lines there. That difference is largely a question of how many men are still in the Army and other non-taxable income which would be received during the different years. 

Chart six, revenues from employment t axes, is the 
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same type . And chart seven cgver ing the miscellaneous 
revenues and excise taxes --

H. M. JR: Now, Roy without going into too much 
of these charts and too much of this and that, give me 
a thumbnail sketc~, what are you trying to $et over to 
the eommittee this afternoon? I do not qu1te get it . 
You know too much about it and I know too little . 

MR. BLOUGH: I think you know enough now so "t hat I 
can tell you in a moment. 

We have an assignment from the Committee to study 
postwar taxes. The Committee directed ita staff i n 
collaboration with the Treasury staff and the staff 
of Internal Revenue to make a special study of postwar 
taxation . Today we are presenting to them the outlook 
for expenditures so that they can see what the problem 
is in terms of magnitude , how much money is t his 
Government going to spend over the next few years, not 
in terms of a forecast of actuels, but i n terms of 
certain assumptions as to t he end of the war, and so 
forth. It gives them an order of magnitude. 

154 

And secondly, the present tax law at various income 
levels would yield so and so much. Now what you have 
t hen is some notion of what room there is for tax 
reduction, 

Now the third part of the report is not ready for 
today. We have deliberately not made it ready for today 
because we think this is enough for today. When they 
come back after Christmas -- and they are ~n no hurry 
as far as I know -- we will present them the third part , 
which will be on the economic outlook for the next fe~ 
years, the factors which will make for high employment 
or low employment , good business or bad business over 
t he next few years . That will be part three and that 
we will not gi ve them at this time. 

Part four, then, will be a summary of the suggestions 
which we have received in all these conferences that we 
held jointly throughout the summer and fall. They will 
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be organized according to subject and will not be 
our sug~estions but a summary of the suggestions 
we rece1ve. Then, if the Committee approves, part 
five will be our suggestions, as staff, for the 
transition ~eriod and probably then also for the 
postwar per1od. 

Now, when I asked some weeks ago for a quick 
decision, we had thought that the committee would 
meet much earlier and that we would be forced to 
indicate policy views at that time. That has proved 
not to be necessary, because neither George nor 
Doughton is in any hurry to get to this and the result 
is we have until after the holidays for going into 
the things we were going to suggest. We have had 
good success in coming to some agreement with Stam 
with regard to the transition period, 1945 and 1946. 

I am afraid as we get into the farther postwar 
period that the views of Stam and of the Administration 
as reflected in our discussions with people from various 
branches and the Treasury's point of view will separate 
to a considerable extent; and that raises, I think, a 
major problem as to whether the President or you or 
someone may want over the next few months - - I am not 
sure just when it should be done yet - - to outline 
the general principles of a postwar tax system. I 
don't think anything should be said until ~he German 
war is over, because what is the use of talking about a 
postwar tax system as long as we are in the middle of 
fighting a war in its worst phase. 

H. M. JR: That is what everybody is so interested 
in. 
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Y~. · BLOUGH : Everybody is interested, that is true, 
but the interest has somewhat subsided in the last month 
or two . But I do think that we would be faced with this 
problem, that as you get into the farther postwar period 
it will no longer be a technical matter any more, it will 
be a policy matter and the Administration may want to 
make a policy statement on ita general views • 
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H. M. JR: I should think ao. If I don't, 
Mr. B~rnes will . Now there ia one thing here which 
defin1tely is missing, and that is the expenditure 
aide and the debt aide. 

MR. BLOUGH: The debt side is missing. The 
expenditure side is not missing . 

H. M. JR: I meant the debt aide . 

MR. BLOUGH: It is missing, but the debt si de, of 
course , is the net result of the expendituresand 
receipts. 

H. M. JR: l)ut what I was thinking is this, 
because the President -- Somebody sent him a damn 
fool memorandum I can't make head or tails out of, 
one of these things that isn't aigned,which alweyu 
irks me, on a sliding scale on taxes. I don 't know 
whom I sent it to. 

Now the point is this, on the debt, after all, I 
think that an approach has to be made there, but we 
have got ao much debt and when are we going to pay 
this debt off? And how soon are we going to pay it 
off? tnd th~t is this memorandum which this person 
sent to the President . I don 't know what I did with 
it, maybe I gave it to Mrs . ~cRijgh. I don ' t gather 
from anything you tell me that they are looking at 
it from that point of view. After all , let 's say 
by the time we get through we have a t hree hundred 
billion dollar debt . ill right, I think a very 
im~ortant part of the planning should be , well, how 
qu1ckl y are we going to pay that off. 

MR. BLOUGH : That is right, Mr. Secretary. 

H. M. JR: And from what you have outlined 
that has not been included. Can't you include that 
in your studies? I mean , have some kind of thing, 
the tax structure -- I remember the President, when 
we were talking of two hundred billion, said, "ifter 
all, if you could have so much revenue you could 
pay this debt off in twenty or twenty- fi ve years . " 
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Well, now I think, supposing we were figuring 
we want to pay this debt off in thirty year1 . 

MR. BLOUGH : Well, I think that is completely 
unrealistic . 

H. M. JR: You do? i ll right now. He has that 
in his mind . You make a note, Mrs . Klotz, to find 
this other thing that came in yesterday. 

l.IR. 0 ' CONNEll.: It isn't as though that had 
been ignored in this. 

H. M, JR: It bas to do with paying off the 
debt . Le t me just finish . Let's say what is 
realistic , and I think the quicker we get that to the 
President, the better, because I am afraid be is going 
to say something one of these days . 

15 7 

MR. O'CONNELL: That could be. Certainly, if be 
is going to say you could pay off a three hundred billion 
dollar debt in thirty years --

H. M. JR: The military fellows, particularly, 
worry about this - - fellows like Admiral Leahy, and 
General Marshall. They have all mentioned it to me 
"How are we going to pay off the debt . What about 
the War Bonds - - are they good?" That gets around, 
particularly to a fellow who is looking for a 
pension; he is living on that pension, and he is 
interested in the bonds. And I very much wish that 
that would be begun -- a plan in connection with 
revenue on the various assumptions of when the war 
is going to end, How soon can we pay off this debt . 

BLOUGH: I would like to explain first why it isn' t in these. 

H. M. JR: Don 't you think everybody is interested 
in it? 

MRS. KLOTZ: Absolutely. 

BLOUGH : It is not in these, because these 
relate to the transition period. We haven't gotten 
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into the ultimate postwar period yet and throuah all 
of these it is clear, if you look at vage 15, Part two, 
that there is vractically no expectat10n in the 
transition per1od of revenues exceeding expenditures, 
even at present levels of taxation . So that the re­
payment of the debt is really something which falls 
beyond 1947 where we have brought this to an end, 
and we certainly want to get into that. We will 
have something in the economic outlook part of it, 
but what we had planned to do is if the Committee 
says, ''We want something which goes beyond 1947 and 
shows us a postwar budget ," then we say, "4.1.1 right , 
now give us some assumption about this postwar budget . " 
I am talking now to the Committee . "What assumption 
have you?" And then we nill go back and make them a 
postwar budget. But if we go in now and say, ~e 
think you ought to have ten billion --" 

H. M. JR: If you don't mind I would like to 
have in the not too distant future for myself - - all 
these things come across my desk, Baruch sent me a 
memorandum, are we weakening ourselves to do the 
second phase, Lend-Lease for the English, Bingo right 
in Arthur Krock's column! The idea is , it is so 
insidious that we are sort of selling Dumbarton Oaks 
down the river. I don't know how he hooks it up, 
through this second phase , British Lend- Lease agree­
ment. You read t he thing, see? 

As I say, the only people who read Krock are 
Cabinet Members and t heir associates, but Bingo, he 
gets something unpleasant, r ight away he gives it to 
Krock. But the point is, you have to have all these 
answers. We are not weakening ourselves , we have got 
to have a strong tax for a long time . 

Now, I don't know how many years, but I would like 
to be able to take certain years -- I think it is 
like all of these other things. You know last summer 
everybody wanted to be back in business the first 
of the year. Have I put somebody on that thing? 

MRS. KLOTZ: I don't think so . 
' 
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H. M. JR: ind I think we ought to begin to 
say to people that they are going to have high taxes 
for my generation the rest of their life . 

MR. BLOUGH: It has been said a good deal. 

H. U. JR: Nobody believes it . 

~. KLOTZ : They certainly do not. 

Mit. 0' CONNELL: If 'people read the material t hat 
has been coll ected here , they would have no difficulty 
i n realizing that they are going to be like that for 
a long time . You ~et such a high budget figure 
before you even begln to get to any debt retirement 
t hat it scares you. 

H. M. JR: These are also confidential, Anyway, 
throw that in . 

· MR. BLOUGH: You would l i ke us to begin to 
consider as, of course, we have been considering, 
this probl em, but put down on paper the debt problem 

.and what to do about it in effect . 

H. U. JR: That is right • ... 
Mk. BLOUGH : I would like to say that the plana 

which have been presented by business men and others, 
even the most conservative , have dodged this problem 
of debt ret i r ement . 

H. M, JR: Well, you have eighty- five billion 
bondholders . 

MR. BLOUGH: We can 't dodge it. 

it . 
MR. O' CONNELL: But the business group have dodged 

H. M. JR: But I can't. Don't forget that . 

MR • . BLOUGH: I quite agree, Mr . Secretary, and I 
am not trying to dodge the assignment, because I think 
it is very import~ant; but I would like to point out 
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that the people you would naturally expect to be the 
ones to say, ~ell, we have got to pay off the debt 
and we have got to have sound finance, and so forth," 
what are they saying? They are saying, ~e have to 
meet expenditures and make some token reduction in 
the debt . " 

H. M. JR: That does not suit me . 

Well, look I have a kind of thumbnail sketch of 
this thing. 

MR. BLOUGH: That ia what I was trying to give 
you. 

~ M. JR: I have given you my reaction. I am 
mi~hty glad you people have gotten so far along with 
thls stuff. Before this year is out, I am going to 
get hold of you somewhe re, if we have to go up to the 
country some place where you will have a day or two 
at me so you can pump it into me. I have got to get 
it. 

MHS. KLOTZ: You can't get it here . 

H. M. JR: It is impossible. Now I have all 
kinds of t hings . 

J.!R. BLOUGH: Well, this isn ' t the sort of thing 
you can pick up in fifteen minutes . 

H. Ll., JR: Well, I think just what you have 
given me sounds very good and I compliment you. 

MR. BLOUGH : We have succeeded in doing this 
I don 't know how lon~ this is g<Q.ng to last . We 
have succeeded in ma1ntaining very good relations 
with Stam and his group, and I think they are better 
than they have ever been . We have also maintained 
good relations -- I think very good -- with the 
other executive branches who have expressed an interest 
in taxes, and with which we have worked on t he ataff 
level. 

Regraded Unclassified



c 

( 

l 

- 14 -

H. M. JR: You will have to begin to put words 
in my mouth ve ry soon . 

MR. BLOUGH: I would only ask one thing, and 
t hat is that you give us a chance to suggest words. 

H. J.l. JR: I am. asking for it now. 

lffi. BLOUGH : Rather than talking off the cuff. 

H. M. JR: I have never done that . 

Mh. BLOUGH: You have been very careful this 
fall. I thank you for it. 

H. M. JR: 0. K. 
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PRELIMINARY PRINT 

Part 1. OUTLOOK FOR FEDERAL BXPENDrruRBS 

(ftBODVCf10Jif 

!Wore oonliderinc the aize aod oatun of ebaoaoo in the 1u ot.ruo­
ture io lbe pott.-wa.r ~ and in t.bo t.rt.nlltlon from war to PM06t it. 
io dooinoble to ooosid.,. the outlook lor Fodera! _.,ditw.. I~ 
hu booome widely reoomi.tecl ..Oa~ Fod..-1 oxpeoditureo will in .. i-
16bly ba vutly iner.a...r in tho pool.-war poriod ov ... the lnol before 
lhia war. The largo ineroue in tbo public deb~ durinc tho war poriod 
will raquiro lMol'<)ll diaburaement. ..... year many t.imeo'the inlueot 
payment~ on the pre-war debt.. AJ10, \hero &re other eolanr:ed oa:· 
~diturl'tt in t.be category of "a[t.cnnath of wa.r" which will ooo. 
tribute to tho expansion of annual oxpe.nditu.rea. 

I~ ahould be omc:::~ed a~ the OUIAollha~ lhe forec:&lt.ing of Federal 
~dit.uttl ila oua undutakiJl&, eepeciall7 in Yiew of t.be COD• 
aid mabie number of urumptiona that m111t bo made. It is t.roe lhal 
oome ileml are uniform enoncb from ,_ to y- 10 that they may be 
etLimated wh.b tome oert.aint;y. In &lf'U&. many ca~ howoYer, 
UJM~~>ditW'OiftuctuateoonsidOrab!J from 1- to year. Tb_oo._.. 
mcoii.T ~ co .. mmeotal funcliOill whicb are IODiitinto dwlpo io 
eoonom.io condition~. Even more difficu.ltt bowe~er, ia t.bo •timatina 
of Lh006 OXptlldilW'OI whicb are liod up wilb mililary lactoro. No 001 
know• at this t-ime what tbe aiu ot the permanent. &nned force~ will be 
aft-er tho war. Moreover, the Wning of tho end of tho war in Europe 
and in tho Pacific must. b6 usumOO quito arbitrarily in making eeU· 
mat.8 of nlilitery outlay" in the immadlato period aboe.d. Allowa.nce 
mutt. al10 be ml.do u to the ext.en.r. or no&d for oocf\lpation forc«~t in 
Lhe Axil oouatriee. 

Slill anolhu dilli.culty faced in ,.limatioc future ~IW'OI lo 
the uncerl&inty u lo whal action Co- will lake m ,_n1 lo 
policY in a -~number of fiolda. Tblo nport ceo...Uy;UIIIDleo tho 
coratiou.alioo ol prweo\ law with 1uch exc.ptioasasareael forth later. 

Witb ,_n1 to lho oootio,..lion of Lbo ·~~it il "-7 1o maka 
dofinito oaumplio01. A num.,.,. of ~ .. e aaumpliolll ~ 
lhomoel•,. rancU>c from utnmely optimlotic poaibUit101, oueh u tho 
almoal immediate deloal of Genn.., and Lbo defeat of Japan in a low 
monl.ba, 1o d•6nitely peooimiatic poaibUitJet, oucb u the proloncalion 
of t.be war wil.b Germ.., for ptrbapo another yeu and thai with 
Japan lor an oddilicnal2 or3 yearo. Itwu decided !.hat lwoworkinc 
uawnptiona would be practical. AaeumpLion A la l·hat major boat.i~ 
itioo in Europe end before lbe end ol tbo oalondar l'ear 19441 and in 
Aeia abou" a year laterj or moro tpoc.Ulealtf tho German oefeat it 
uaumod to occur late io Doocmbor 1944 and Lbe Japaa ... dtfeal in 

1 
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Otctmbtr lo-4$. While "'is usu.mption now etretnl unrealittk, i" hu 
bHn ~ in tt:Ytral other studie& and it • ·u thought dtein.ble \0 UM 
it bert fortompe.rali"e purpor:es. Auumption B il that major bott.ili· 
tit. in Europe end IOOleti.mb before tlae t ·nd or the fitcalyear 10-16, aay 
around Mart-h 1045, and tbal. the war with Japan tOruinutt unUl June 
19-lt'l •:,·t'!n thilf, of counse, ts an optimilttic Uilumption. A J)t!Ml .. 
mi~tu: llfl(nunftlion could ha,·e been d&\'tloped alto but non& hu 
been workcd out. in this J:l't'limin&ry r i!port N4!ither of the two 
A81!1umption! tiled may be pro,•ed comet by IUbtoquent. cvantAJ, bu\ 
they •u·u intt'ndcd lO &how t ho p.robaWo o.:~pcmliturc 11ituation undu a 
quick termination of tho Wftr I'Utd under iL somcwhnt, 1011"('1' J}Orlod of 
eonfl it•l. A C'Oinr.llri~n or exp4'ndituroll und~r t ho bWO 1\MUIIli)Lion• 
tiU'OWI Jii :ill' (HI t 10 efFecl:; Oil O.XJlCndituros Of lhO d urA liOn uf tho WUI'. 

Tho (j"'" Jll'Obleut whicb Coogress will !nco l! LluH of Lho trunsit.ioo 
period. Acrordingly, it Wfl8 deemed dttit'l\blo to t.'Onctnt t·nta 11t.Le.n~ 
tion on C'XJ)(•ndituro estim11tts for the nC>xL 3 caJondar yeiU''I', 1045, 
10.8, •nd 1047. 

Tho figurtt presc:nt«< here should be ronsida~l fit pr~Jimiuaary 
"''oricing data aud nol. ft! official esl-imata. Tht~y art t,•Jed on tbe 
bftt. inlonnAtion ant.ilabl~ and wen'! workM out. a ft('r (!Oiltuhalioo 
•ntl rollabo,..tion with a num~r of t«hnit"ian" in thfl DuN>au of the 
Bud~t IIMI tht~ W111r Production Boanl. 

In the cli!lc~ion lrhith folJo-"8, no aJiowanN bu bftn made loT 
JKN!fiblt' t.sptnditurt"t !or debt N!~~nt. Thr f'~J)tnditurt> Mt.imat..­
I,Drludr uet out.1111 of OoYernmrnt.. eorporations, u ~II u bud«etary 
it.tm" Thill«"m.! drs:i,..blt' in onltr to pt'Hitnt the on,...u pieturo of 
'FNI4"ral r.rpnulitumc. For txample, war utivitite ot t.he Recon­
lilrut'l;on Fin ant'«' Corporation and its sub&idilrita muat be covN·M 1.0 
ha.,e a complete ou11lysis of v."ar e.'t·pmditurff', and lo d<'mOI'IIlrale the 
rn~tpitudc of fiodntiill f"t(Jui~ment."· However. 11jne~ ntl budgetary 
t'f'eeipt,~ are opplitd only lo meet. hudgetary expNJditur"', tho tett· 
lnALC!S of tote) txpenditure!J ore shown in aumnuuy t.Abll't "" tho end ot 
\ his report. brokeu down between htu.lgeurry iloma and neL outiAya of 
Oovcrnment corporations. 

.. WAn Exl'mm JTUJt&lt 

Wr~r •~JMinditurt'fJ may bQ considered conveniently in two bro&d 
.eatcgorl~: M'mit ion.a (iJ1cluding war coulltruoLion)1 fo)}reeenling t-ho 
major production ih•ms; Rod ootununjtion.OJ, ind ud111g J)AY aud t ub­
l iJte.Jl(l4\ oft l•o. anned forces and ccrLain ot her items. 

In tl1o talt•ndkl' year 1944, '" appean t.h•t war Mpanditurea will 
"'t~ I· $91 billioUJ. On the basis or "''Oiltbl• datal hit $91 billion• 
rnay bfr divided betw~ $S9 billions for munitions and $32 biiiH>ut for 
nonmunilfoua. 
I . J\fwttilioRt. 
• The cla.Wcattoo "muuitioos·' includes no&. only milit.a.ry type 
attnu. («un-. a.mml.Lnition, plan":r ships, tte) but.. allo ('ivilian or m­
dustna.l t)'JK' 1•roducla Oocomouves, lumhrr, 111f'<lk:a.l ;.up1Jiit!' war 
COflltntf'lk.>n. ek.). Actuallf the tern\ .. munition"'' ~"'ve,.. all 1prod­
uc&.~ ~tctJl\ food, procured m tl.ti:! eontin~~nud Unittd !:;talt't tor the 
arm("(l fortu or for lend-least. 

3 
Twninc lim 10 t iM 1511 bilti- 01\lmatecl uo•wlhorw lOt .-. 
~ f.Mr 11144 on mWiitlons, wha• is tho ou"'-1< IO< thll ,...,P 
Of UpOndiWrt!l &/LOr eui-MduJ ""' iDUCU"'tecl lollowinc tbo deloo& 
~~ 0"'!"•111f A,, .. , many confti.Unc ~,. bno bMo ru.o.-.s 
to. • anoua quart.t~n abou" the liM of eut,..bae,b aft.er Lbe Otn:'OU 
doiNt.. The lnformolioo. uoilable at mid-NoYOmber iodiu&fd Cll­
~c:lul or munillont und ... eithot ~umptlon u 10 tho eod or the .... 
wot.h OormallJ', mial.tn•o looppronmat.ely~Opereeol mooU, elloctin, 
ahortly orw th• 'Cl•rman dol•at, b.•• ool complelJ.f .w..,tivo un1U 
Ut~ lapeo or approxhnolely 12 monll.,. It should 1>o ompbui...t that 
eatunftt{\11 of afomge out,..b&clc:t alter the Oa.mtlln defeat have vuiocl 
eomcwluLt. ovdr recent weeks tL.nd U1is probah.ly will continue~ t.o be 
t.run, bu~ otO pf'raen~ •PpMn t.o be a nuonable a_.Pproximation tubjfd; 
to variatil)n of a. low powt. in Wt.ber direetion. The -40·(H!t0ftl.l~fta'utt 
ot coun~e, it an &V4N'age of more de-tailed cut.-b•ck flrure~ appU~ 
t.o t .. he coropon.~m" ()rOCrt.mt, which ~~~er make up t.he ~ 
s.sg billiona 1.01&1. A..OrdiJl31r, odon. were modo 1.0 obtA.io Info......., 
tlon on the valuo or tba oomponenl progre.,. and tho eoUmatecl oul­
b&clc ~reo lor M<b. 

Tbe _Yario1>1 ~ mar be broken doWD into ~wo princl~ 
.. ~ ... (1) ......... ,. and .. .,.; and (2 ) ground &l1l>b ,..,..~. 
abiPP"''o lllUitu.Y oonolluWoo, lll>d othu _.....,.. ~ 
the eul-bad<o will be am.U,... in the oirer&l• and nary p...,._ ;Gd 
~r in the nriouo 04-be< p- For tholut holt of 11144, iL io 
eot.cmocecl tbaL tho oironiL and "'"'l pn>grU~S will l&ko up abou• 56 
.,.,....,, or 101&1 mllllili..., txpen<!il.....,, the ~ ~ 
~untinl lor IM olbor ~5 .,....,... Tho '-• in!ormotion a•OllobM 
md.1catN that lbe ••- 40 """"'"' cul-bKlc ~-d to obo .. 
w.ould IJ:o modo up of a•.,._.• cull ollrom 2~ 1o 35 pereent in tho com­
boned aorcrtlll 11t>d nny j)r<.lgrtJill and lro"' II() 1o 80 .,.,...... in the 
other programt. T"- fil!urOJ thus ind.ieate thet an ••""'tle oul-baok 
or moro than 40 J><....,nl would be poooible only il much moro d,...lio 
cuc.-b.aekt W(!J'a doemcd feuible for Ute aircralt. •nd nayy PI'OfP'&m.t. 
On tho other hand, tbe e.•arage cut.--ba.ck figure mJgM be r(l(lucod lf 
grour~d Army ro<tuirnroont.A in t.bo Atiatie war wero inoroaaod eub­
at.antJIIlly . 

Tbo lull 4Cl-poroont. eul would not take placo immediaW.ly. H it 
expected that !be cut "' the first QU&rle r ,.,..,. lho defeat or Oorm•ll1 
would be 30 pei'C(!nL and that. it. would inc.reuo t4 36 ()('..rce.nt. in the 
~nd quarl<>r, 1.0 38 )l<l"oent in llle third, and 1.0 tho lull 40 Jl<l'<l(lQL 
m tho fourth q uttter. Tb.,. eut-baclt pereen!AP relu 1o mili~ 
produ~tion N~tr than to cub ouiJaya by the Treu-ury. Th~re iJ of 
D..,_,IJ' a log 1ft cub ospendJLUlt!l ol ·~ periodl bthin<l aetuol 
Prod.u~uon. Tak~ina: in~ oonsideration this tag, it iJ telimated tha~ 
ll'!U!llltOnt upenduu~ m the caltndar year 194$ would be about. UO 
biD10111 under uownpuon A and 143 bdli..,. under -umptlon B u 
oomi>Oied with tho 660 bill.iooa Mtimate lor the ealondtr .rMr 11144. 

Wlth "Card 10 Mtimating mWiitions expo-.ndiUirt!l &li<>r tho lapa.. 
- d<IM~, a•ailablo datA. cfo no> provide a buiJ lor • detailed brMit;. 
do~ !Or a J)Mod ~ far in ad•ance •. A very rapid liquidation of d\1 
mumtooiUI p~ 10 erpoetecl bul 11 obould be mnemborecl thai a 
amall lDIOUM O( munitiona produclion is likely 10 be coni.lnuod a l 
leut lor a whilo &li.er i.b.e Jopan..., defeat. lilary ob.ipe which aro 

NU~ ........ , \--1 

Regraded Unclassified



8'TUOI&f:l IN POS~WAR TAXATION 

partially oornplo~l ma.y bo finished ; alao, thero nuw well bo produot.ioo 
of eertaln new tyJ)C!fl ol n1ilitary iletns it ava.Uable euppliee are con· 
aidorod obooleto. No effort has OO.,n modo to weight th ... l&etoro 
with any etatialical aceuraey; they: are merely ml'ntioned u reuoDI 
wby military produe&ion is ootliktly to bo wiPed ouL completely. 

On tlwo other band it is recogniud that ""'"' may IW' a breathinJ 
a:ptU in ahe/roduclion ol ma.oy military ittmt between the J&J!MeM 
eoUapoe an th• tatablisbmenl ol a permaMDI pe-time mililiU')' 
policy. Thio ••Ill bo _,..otuated by tbo l•et th1t largo •olum"' ol 
military 1-uppli('tl will oerteinly be on hand "" that. time. 

Alter cbOOking with lhc technical people in vt~riotut agenc:.iCft it l1M 
~Jeemed reU<~nablc to Mlimllto r.haL m rho fi rsL 11i:c months loUowlng 
the end of tho Japam'llle war, tho c.:.u ~back• unde.r the munWorUI J)ro• 
gram would be puthed upward lo perbapt 36 percent. Speelfically, 
lhil mean!! thAL th~ 19-44 level of mumti<1n1 production ""·ould be 
eut back 40 ~rttnt alter 'rietory in Europo, and b;r anolher 46 p<r­
ttnt. within IIX months following victory m thB Pacific. h. bu bftn 
fu.rt.bu usumtd th•t dlf' cut.-b.Ub would rt:Acll 90 to 95 ptreenL one 
year alter 'fktory in I be ruifie. 

The cut-buk figm·ea: enumerated , ""·hh aJiowanbM for the 1~ in 
expenditure&, indicate thAI. munitiont exptnditurM under assumption 
A would oggr•gate $7 billions in the fint h•ll ol1946 and $3 billiono 
in the tiCCOild l••lrt or $10 bi1lion! ror th<· NHlrc ealtndr.r year. Carry .. 
ing these c.ut.-bsoK fl,Sllro& forward into tho colcndar year l947 H .. ia 
cttimated that munittona expenditures will A~l't"g&te. abOut. $4 billion1. 
Under UIUD1plion U, vict.ory in Europe in ~1\rt.h t94S and victory ln 
the Puific in June Hl48, munitions .-xptnditUrtS in the first. b•Jr ol 
ealondar 1946 ..., 01timal0d d $16 billions and at $7 billions in the 
oe<ond half,giviog a totalol $'l3 billions lor tho you. &l<'ndinl!lh­
redudioDS, an Mtimate·of $5 billions for the e.lt"ndar year 10..7 is 
obtain«~. ThC' figurN on the basis of boili &MumplioM •~ It-\. ou&. 
in the tAbla b<low: 

8 tliMai«l ~{ttlru /fH MW"Ui•lll4 
11.11 b lllmf .. t-.rWtl 

c .... , , .... 

1044 •••••• -· --. ·-- ---------- ------- --. --··· ........ . 
Jtfi5 •• ----------- ·-· •• ···--------- ••• -.- . ........... . ltt6.----------.....•. - .. ----- .. .. -.. -............. -. 
1147 •••••••••••••••• ········· · ----- ------·~-·-··· 

I. Nonmvnitioru. 

.. 
at 
10 
4 

Tb.c norununitiona war upandil~urfl, C~timeted at $32 billions for 
tho ca.landar yc.M 1044:, can be broken down into t.wo g_rouplt: Tbo 
larger or these gro\_11)1, eetirnated 1:\ .. $21 hillions, eonflists or pay or tho 
an:ned force~, (ICI>tndeney aiJowaocee, au~ittence, 11.nd lraYel illow· 
anoee.. Tht- ~nd woup of nonmunitlonA war expenditUI"'ee. t'fld· 
mated •'- $11 blllions ror the calendar ytar 1 04"', includes such iteru. 
u ei'filian pay in ., .. r ~nciftl. musterin~u&> pay, at.ock pil~ of 
<riti<:ol malerials ~ultursllend-1 .... , payn&entl for United Naa..ona 
Relief and Rth;l.ihtalion Administrol.ion, oont.roct..termination pay· 
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mcut•, and oommerei"l lNUlll>9''t..ation llnd publio ulllitit .. r(!)ating to 
troope and ac&ulpme.nt. in tho Unit.ad Stat.ea. 

~a) Pay and ,.,lnill<n«, de., ojtlot armtdjorm.- Tho 01timated $21 
bllhonolor 1944 loc pay and •utieiJtonoe, ote., ollho armod lo.- will bo ttducecl in the lulure moR! or,_ propotl.iouatoly aa the numbor•ot 
men in tho annod l0rtt1 il decftUOd. The liguro of $21 bUliona relaiM 
lOan avencoolaboul IlK miUioo peroona in thoannod fo.- in t!M4; 
tho number wiD bo llitduly hicbu at the 70ar end. No oflicia1 
fipi'OI aro ava.i!Able on &lie projoolOd dooline in lbo annod lo,.... alter 
t6e ddea\ of Germ&l\1 beoAute ol tJ1e neod for floxibility in tho war 
Ag&inlll Japan. Any deort&H:whiah ~ vrobab1,y will not t;a&e 
plAOO until tllC last. half or tho year foUowmg V1Ctory U'l Europt\ llD.C6 
ab.iSltJing fneillt.ics will he noodOd in the fore.p_art. of l.ho year to ahtfL 
auppliet tncl tn(!Jl from tJ10 ~uropea.n to thtl Pacifio tlH!ate.r. On the 
but~ of uaurnption A exp:t:ndiLur('ll ror p&y and eubtllteooel etc., or Lh~ 
anued IorcH may be eetlmated ~~ a_pproxilnately 122 bil io~ in lhe 
c:altndar year 1946. Tht. .. umN that iocreued aYe~ 1?"1 of the 
annf'<l fol'ft'l due to promoUon1, ove:raeu pay, etc.., will tliabU.r more 
than ofr~t any decreue in the aiu ~~the armed force~. . . 

The q0011.ion ol bow lul the military ,.,.._ ean bo domobiliud 
a! tor lhe 'def<d ol Japan dePfnda on ••eb impoodorabloe u the 
amount. of J)O].ieing lO b6 done in Europe And tho Pacific., lbo poat.-w&r 
miliwx )l9f.icie~ of this country and ita allice, ~d Ula&bippi,ngca~ty 
t.bat will bo avAilablo. ]t; baa not. been powblo LO obtam &uffieient. 
information on the&G v&rioua factors t.o arrive at. a aat.lsfaotory foro­
cut ol probable demobUi&ation alter the Jopanoao delco~. Aeeord· 
iogly, it baa been noeeooo&tY to make rough .. umplions olebang"' in 
upoodiluroo lor pay ...,d oubaioton<:e, ete., ol tho annod lo.- alter 
lho deloa• ol Japan. Undor ... mplion A, il baa boon ootimalOd thai 
pay and oublisW>c:e, ote., ollhe armod lo.- woulcl clocline b1 aboul 
o..,.thlrd in 1946, gi'ring an 011imate of $14 billion~, and by abou• the 
aamo amounl in 1947, gi'ring an eotimate ol $1 billiooa. Under 
UIUmption B, tho eatlm•t.e or S'Z2 billions for 1945 il retained, and 
01tlmAtoa ol $18 billiona and SIO billiona are uaod lor IIKO and 1947, 
<OIJIOOtiveJy. 

H«•'•cal«<IZJ'Cfldll"'•' ,, pCIM' 41lt4 .-..~ •• fU. ~~At er.-1 I«• 
111 !MllbiiOI 4olllnl 

.... .... ....... ............................ .............. 
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(b) Otlur nonmuniti<>nf.- Tho oum or $11 biUiono '!l~rcao~ting l;he 
104-f lovel or annual cxpendit.UMI, to·r other nonmulllltont ~~· ~· 
cludet eomo component. whieh wall decr~se a11d olhtra w.hie~ will 
inereuo or stay about. tbo aame for eome tmte.. The in~mg ateml 
ineludo ~eota reeuh.in& from tbe t.ennioat,oo ol cont:racta and 
mUit.tri.ng..ou·t. pay. Nea;auve v~tu.n!S will occur in ao~e eo-:o:­
poooall~ bowe.vu, to t.bo exltnt. ~t. Governmto\ coypon.uooa .~ 
- olotodt piloe olatrotosic materials, aDd aurpluawar oommod•-

Regraded Unclassified



6 &TUDIXI I trrf fiOe'1"-o WAR TAXATION 

which bod botn poid for from oorporatlon lunda. (Procooda of iwns 
which bad botn purcbaaod from appropn•lod fund• .will bo d~poail<>d in t Ita Treasury 1\8 m.iscellnnoous roceapt.e.) Olhar 1l.anu1 wJuCh may 
v0-ry with ehanging condition• ineludo tr&JlJportntion coat.a, ngricul· tural ltnd·ltue, ovilian v•1 in war agenei8, and military pub,lio ulilil~. II it no• poooible to .. tlmate oill of th- dec..,._ and ID• ~reAitf with ctrlainty, but '" appM.rs that in tbe firal.ye&r folio~ 11te dtfeat of O•nnany the """""'"'"II focl<>rt .. .;n .Ugh~y m .. e thoo offJfl. the raeLOrw which would otherwlsc m ult. i1~ At\ u1CN'M CI. 

Acoordingly, \llld(•r both tl~~t~~umpt.ion.s SIO billicuus b~". b('en allowed. (or Ibis categor1. for the ca.l t'-ndftr year HN5 11.nd $9 b•llaonl for 1946. ln 1947 expend1tures are cui to$( billiont under &56umptlon A while remaining at the rtlatively high level of $7 billions under aMump!Aon D ~me of eontinuing oontrlct tennination payment•, mustering· 
out. pay, el~. 

H#imGJtd t:ZPf14diwru /or olll~r 114,.11'11ifl~ft~ont 

~~-~--........ --
I i tt .-- -------··------....... ------------- • -. J(lt6. -· ·- ••••••••• -· - -- - -- ••••••• ---------- ••••••• IOtll • • ••••• •••••• •••• • --- - ••• ••• ••••• •• ••••••• •••• 
Ult7 •••••••••••••.. .. . . .... . •••• ····--····· •••• 

$. Td4l "'" n,.Mitvru. 

+ -· II II 
10 10 
0 • • 7 

All of the oompone.nts of ••u Upbndit.ul'8 have now bean di.1eu8eod in the bri('f aummaries a.s_givc.n above. and Llu; figuroe may bo brough~ together o~ lhiM point. Tho tablo bdow ahowa tho rc.l(:.npltulat.ion of CIALimat.ed toli•l war erpenditurea under ... umptiou A and 111umpo. 
tion 8: 

&ti.,.,.. CCUl V!IW a-,-iil•ru 
p .......... ..,.. 

1044 ••••• : •••••••••••••••••• ···· ···· ··· · ······-· lt4.5 •• ··· ·-· •••• ---.--- ••••••••••• ••• •••••••• - - -.... , ··-··········· ··-···· ··········-······· -- --IIH7..................... . .... ...... ..... , ... . 

0rut.ln f_;XPENIHTU•n::& 

91 
71 
u 
u 

01 
71 ... 
22 

Meny of lhll e.-tpenditult'AI appearing undrr 1bis heading '•ary in accordanee wi\h ~Hal eeonom•e cond.iliont. Such expenditure& u thos.e for -..·ork p~a and a.grieullural price s upport. •~ diroctly rolatA!d to tbo I tA to of oconomie bceltb. on tho other band, a groat many ~c.nd.iluree for oporl\ling fun~liont of oxocuUvo ogot1cies vary only ~~~ig.ntJy wit.h changet in ooonomic condhions. 
t n thiS report. ineol'ne payment& to individu.U.S have bet.n u.Jtd as an indicat ion of tho_ general economic conditions of lhe eount17. (Note: This concept. difrtn aoree-a·hat from national income.) Yor tho ca]. 

tndar yur 1045 income paymmt.e: ba.,•e baton Mlimaled to range from 

OUTLOOK lOll nDERAJ. IIXP&KDITOILI8 7 
1140 billiont I<> $160 biWo111, wlUch oom.,..,... wit.b 1t1 .. tin>at.e ol 
abouL $154 bUiio111 for 1.bo calendar JOOr 1044. Tbit rouge oil'""' for variaLions in inoomo payrneniM whu~L miabt. be expoetod under Lho LWO UIUanptiont in rrs..rd to uu. limine Of tho German coll&pee,. I.t &he war eodlln December of 10« lhe U>oome poymenta mipt ~ Olpoc.l<>d I<> opprood> t.bo lowu ~ of t.be ranp. wbilo U.e renrM 
oould bo ""poctod undor lhe March liltS -umplion for U.e German oollapso. For tbe caloodar , • .,. 1046 aod 1047 no foroouL hOB been 
mado but. expcndituro c..-.Lim•t• bavo boon made ou lbo buis of ... turned Jovelt of income pllymenll&olocled to bring out dilfcre.noea ln oxpe.nditu.ree under different. oconomie condi!Jons. Then il oo int.6D· lion of forecuting t.b.at. tho level of income paymMt.l will in lac~ .........nly loll wilhin t.be range indie&l<>d. The eaWnalM ol income paymnnw for 19H aod 1046 and tho &8tUP1od lo•·ela for 1046llld 1047 mAy be aunlmBrit.Od u followt: 

B.ti....t.J. ........ ,...., '-t. oj iAC011W IN~ 1.o iUi.U"•lc ~ 
(Ia ....... ~ --

IOU !"lim. aoed) . ... -·-··••••• -· ···-··-·•••·-·--·~··••••••• I~ f:!: eeUmMtd) • • •• · -----· · ..... ..... ........... 14o-160 . ....... .. 
10-17 AMIUI:IoOd) ... .... · -- - -- • 120 140 L •••••••• · ··-----·--WDed) ... .. .. 100 120 140 ----·· ···· ..... .... . 

,..._...,_v.,.. .... ____ • ...._t ...-. ,....._ _,.... wft .- ....,., ... ..... ...-a.... w .a-. u.w. a.,o-...... -~k.A-. 
"Other ex~_>endi~uroe" havo bedn dividod into three IJ'O"PI ror di,&. cu~ioo in t.lus reportr-.. alt.ermalh or war," aid program~, and "other Oovemmenlo acti"ritias." The estimated expendituree are abown for each ol the lovolo of '-no poymeaw u indieatod above. Ftuctu ... 

lion acoordi~ to these economic levels is ahown only in five ea~riel within th6 throe ~upinp-veter~N~' .J)(!JlJion.s and bt.noflta a.ads to agrioulluro., aid LO tbe unemployed, caah rohmd& of l&x4.'fll and exce.., J}rofita lAX bond&. Q( lb~ flvo ta~oriet, ftuctu&tiOn.l W lh eoonomio condition& ba•o been eeti.mated for all but one on the bui• of preeeru law. The exception, aid to the unempl~ytd, ~uired IJ)eeial LrMt­
mf'JlL It. bu been the prae.tice of ~ 00'f'HD1Den\. in reoeo1- yeart 
LO provide woric programs u the nf!fd for lh~ &I'OIC, rather than to aet UJ) buie lt'!g'i!IAtion long in Advane&. Aooordingly present. 
lft.w doce not. indicate the fu ll extant of e.tpc.ndit.uro8 or this .typo and eeti.mat~ or aid to Lhe un~mployed have been mad a on- t.b~ b.uit o£ parLieular usumptions U indicated below in lhil report. 

Most. of the expendilurc funetions di.Ku.ed under "olher expencli .. Wre."' oould be upecttd lo 'f&ry some-•hu deJK":D.ding on the timing­or the end of tbo war in Europe and Asia.. Variations were noL tbo':13bt. t.o bo of aignifiCAneo, howovcr, except in tl1o CMe or ~~ar~rmal.h of WAr/' aids to •"Jlricultu.re, and aid t.o Lho unemployed . 
I . "lljUNMJ4 oj uw'' t~ilvru. 

In addition to diroet ou~~ for war pu...-, a high pcroeowr of upendituraa in tho period abMd, oot. cl .. ified aa war .,.. a d111."1Ct. result of war or tbe nood1 of rcoonverwion to peace, Tt.aeae may bo 
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r()fai'Tcd to u 11 aflcrm~tth of war" OXJ)f!JHiilurCll. Among thOR-G migb(l 
bo ineJudtd in wbolo or in largo pa.rt. vetert.lll' ptnBions and beno.fite, 
interest on tho public dobt (mosUy attributable tow~), relun4• ~w­
ing out of 1u:«'t hnpo&ed to raise revt"nut for •·a~, a1ds to Af,_rncu. lure 
lftulting from ....WO inc:reuoo in fum J>roduellOn beyond orchn&rJ 
poecetimo noods ~blo apendituroo lor reodjustment of tho labOr 
force to a ~Lime bud, and simi1u itenu. 

No attempt hu been modo to ioolato all of ouch •:aft.ennath of war" 
e:tpenditun.w, but h. ae~ proper to set. out, four lt.e~, thC! bulk of 
wbieh dearly fall in thUI category, namo.l.Y, •oter&n.s penstona and 
benefits, intcrolli on the pt1btie aebL, cub tt\funds of taJc:es, and exae.­
Jnofit.e tax bond". 

E.tpendituree AJlpe.aring under thit budin.g, although war c.aueod, 
AtC not. t~npornry H\ t.harac~r and mnny of fhe:m can -be c.xpcet..NI lo 
continue for tiOilU!l Hmt' aftu the war. 

(a) VtltnJJV' 7><..W... 4ftd ll<ndiii.-Tbis rro•idOI for apendi~rea 
undtr thr Se-r,•ict'm~n·a Rt-adjustmt"nt. At\. o 1944 u well a.s pmv10ua 
vet~os· mf'IWUirt'e but. dOM not pro,·idf' ror tbt costs or any poMiblft 
ruture legislation ht.:raJizing \'elf'ri.M

1 benl'file. Portions o( thl'l tJf'n~ 
fits pro,•iclt."'l undl.'r the Sen-icemt-~\'1 RredjmtmenL Ae\ nry m 
accordance w;tl, N·ouomic eonditioM, although most. or the vN('ornns' 
progrl!ltn8 show uo &uch ,•arintion. IL shouM be pointOO out. that. 
the~ is s wid" mnrgin or error in t llf'f}{'. r~timalt8 beenuM oC tht' 
diffiC'ult,y of t•llowiug for war casuallifos. 1'ho rollnvi'lng tnblt• ~hows 
C'stimtltf'd t''\'J)f'fUliturt"8 undt·r bolh ill\.~umption A o.nd i\SSUU\fttion U. 

&t(...,td npntllil•r~ /« fld~u' ~ ... ON4 ~ 

(Ia ............ 

AISUMI"TIO~' A 

11«4···· -··· ····· 
1D45 • • ---- - -·--·­
ID46 •• ••••••••••••• 
1947 ·---· ••• ---··-. 

···-·· ------.... 
. •. iS" -t. ~ 

....... ""i:& 
,.;; · ....... .. 

1. 0 

1.8 ...... .. .. 

UIVW.f'TIONO -----,,-----;-

1944. ........ " \ ' ................. . 

lEt:::::::::.~-:~· ::::~~i: ···--·tr 
......... ........ .. 1. 0 

•••• 2. 4 -·-··--·-­
&. <1 ···--····· ••••••••• • 
II.& .......... ........ . 

(6) / nlu<Ot on 1M pvblic dtbt.- l n O>'dor to, proj~ ~lOJ'<ll~ on 1ho 
assumed publio debt. over lbe yur& under OOIJS~dcratton, 1t.11 naceeu.ry 
t.o t-e.ko into aocounl. not only ,·ariationt io abe timing of tbe war bul. 
abo to oonsider poesible ,-ariatio.DB in other expenditures and in tue~. 
The other expenditure. and the taxea, or courM, are at. leut. partially 
related to the national income. ChangM in theee items are no" ex· 
))eC.ted to be large tnougb in the aggrecalo, howovor. to affect. in tertii" 

• 
di&bun~tmanta aignific.:anlly. 'l"'ht timing of the war, on the other 
hand, i.s 1.11 important. fact..or. 

The eom1>uted avera~ inlti'OIJI, ra~ on tho publio debt is OW't'OOI.l.f 
about J.l+l .,.,...nL BOrrowi~ during the war poriod hu "-d­
at an average rato of about I percent, hut tho older debt at hicl­
rat"" of int•-. is l'fliJIOruolbJ. or the fact that tho 0010putod ,.... 011 

t.be ontira debt is _,owba' biper. For tho p~ of this .....q.;. 
""arhitruy in~en~ot role of 2 percent hu beei> uou.med. Tbia io ul 
inlondod to indioato &n;f upoetoLion lha~ in......,l ratoo will in faet 
rise to 2 P"""'"' but lim fiawe hu beon uoed morel7 for COD•eai-. 
It m-.y lie nol;.d in thia c:ounoelion t.bat tho SoereW'Y of tho Trea. 
ury aa.id recently that bo did no&. anticipate A rite fn iD.t.etelt ra* 

ln tho roreeeeablc fut.UI't\. 
'l'be following lablo abows the -.mild outatanding pub~e debt at 

the ood of cadi year and lha projected in......,t upenditW'OI lor llle 
oafondar 7...,.. under n~viow under both uoumpt.iona u to tho end of 
tho war. In tho ....., of uoumplion A the dob4. &,uroo uoumo arbi­
t.rari17 that net n- bon-owl~ ,.iiJ be reduood ,,..,., about S40 b~ 
in I IUS to $5 billiot» in of tho eafendar .,,... IM6 aod 'l!M7. 
Undtr uoumption B now borrowi~ for IIM6 11 uoumod to be ~ 
bUiioos; io 1946, 120 billiooa, and m IIM7, $5 billio... The ~ 
on not anercase in debt reflect. t.be not deficit. u weU u minor~ 
in tlJe woh balonc:o of tho TToaauey. It should bo noted tlJa~ thoro io 
alii in intol'C8t cxpendituros 111 oompored with incroao... in the pu.b~c 
debt.. 

A&Uiwd ,...wie "* aiWI .. ...,.., uptftdilwu /or t.u.r..c Oft,.. ,.wic: tWI 

p. ............ -· -· ·-- ...... blat ......... ~ .......... .. ....... ltD • • --
1o.t .. ...... .......... .. -.... m 3. I :m 3. I 
1046 • • - . . . . .. . . . . .. . . . . 266 4.2 270 .. , 
Ul-46 .... -·-·-··4· -··· -... -· 210 &. 0 2110 .u 
11147 ... ···-4·--- -- . . %76 II. I :m 6. . 

(c) a..A r{/tlndl of 1Guo.- 1'bis dusilieat.ion indud01 all overpa7-
n~nta of taxro and dut.ieo which re<juire eaah rotunda by tho~. 
Ovtrpaym .. towhioh are ofTI<)t apu~~t cwnnt taxoo open to moffiy to 
roduoe r6ve.nue coUoct.iona, aod are not. induded here. The preeeot. 
eat<cory includes refunds of corporation ta<OI ariJing from: (I) 
eony-backl of net operating 101001, (2) carry-becks of uousod ex,_ 
profita lAlt ercdiiB, (3) ovurpaymoniB or c:orporal.o tox111, (4) adjuat.­
monta in the excess profita lAx biUC, and (5) rec:omputation of omorl.i· 
tat.ion allowances for war fACililica. ReJunds of individual inoome 
1o1101, ariJing principally from overwithhold.:.":ko refunds of other 
ioternall'6veo.ue t.&xet, and reiUDdl aod draw- or c.ust.orna d.uti• 
are abo included. 

I'Aiimat<e of eaah refunds for tho r•""' under ooruolderation under 
both uoumpLions in reprd to tho end of the war are tbowu in tho 
table below. It '!'ill be noted that no variation undtr tho ..umecJ 
loYela of income paymenta is ahown until! 947. This is beoauoo of tho 
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10 
lac in actual disburtem•n• of rtfund• ( .. poc:ially oany-batltJ) behind 
the base yt-ar for which the •·lai_m w•u• fd6d. FM t>:<.arnplr~ it u'H!Ome 
Jl&yrnrut.a are low- in JO.lO, tleim• for mQ8t oorpornte rnfunns for that. 
1••11r would not b• alod prior LO Mlll\lh 1\117 Md poooibly HOL Jl&id 
unl il 1948. 

'J'he vlll'ia.tions betwoo.n AMnrnplions A and B aro uusCKJ mOAt.Jy 
by Lho facl. that. the diffe.ren,t. thnu~ of tl1e end of tho. wa.r un~or !-he 
t-~·o ""'umptions aJ~e.rs thn fmal adJUII.l.nc,nt. of tho. l'tll)ld o.morllt'.llt!on 
pmniU.ed for certam war plant.t and eqwpment.. Under 1.81SlUDptfon 
A $400 lO $500 million• is mcluded for I"('COmputation of the amort au~ 
lion in oaeh of lho c:al•ndar ,..,.. 111(6 and Hl47. Wilh lho -~~mod 
ronlinuaaion of the war un•ltr aNumption B, th~ refunds llft' not 
4""JN't'lt'd to txON'Cf $100 million• prior to 1947 .,·hilt the paymttiU for 
&9-17 are estimated at S300 milliont. 

Rt £uods of individual income ta.'tN. moetly due to exceM withbold­
lnp;, account. Cor mOIL or tb~ $400 rniUioos tttimaled ror 19-44, and lor 
1000 million to $800 million• in t ach or the years 1946, l048band 
1047. No great variation a.ceordillf, to ooonomie conditions is 8 o~rn 
in tho refunds of per1!0n•l IUOI. l'ho amount withheld wOI fall AI 
inc;01ho pnyme.nts rall, bu~, on thoothor hfL11d, lAX linbiHtice will a.l10 
bo 1 ... Alld wiLl! holding in t ho for<~IU't of t ho year will b•vo boon a~ 
too high " rate on an annunl bu1a (Lhorub¥ roault.ing in ovcrwiiJ~· 
bolding) for "'"""who huo tl11'ir "'"~!"" dralucally roducod or booomo 
unemployed JalAli' in lhe yo&r. 
Carr:J-b~ of unuaod "".,_ pro6UI !Au crodiiAI and not loooeo 

arr otftt.r important typt'l or euh ttlunds. Combined f'ltlmate~ 
or rtfund• tor Lh• oany·bJ<ke range !rom $1;;> millions in 1045 "' 
$540 millions under the SIOO billions ineome payment. aaumptioo in 
11147. Sinoe there io a leg in lhe rtfullda due LO eany-b&ekl under 
p..-nL law a large portion of the paymmla for ...,runda butd on I He 
returns would ael-u.ally be ntade after 1947, and an or the reruuds 
butd on 1047 returns unfl('r prc8C'nt. law would be made after that. 
yeo..r. 

--
194.\ -·· ----------- --· ··-···· ·····-···· ----·-···· •• • -------· ·· 
................... 1 .......... 1 .............................. 1 0. . 

1148 ............... -------·-· ·~ · 1, 6 ·····--··· ··· ·-----
10>47............... 1. 1 L8 1. 7 ·· - - - ----- •••.•••••• 

IO·IJI, ••••• • •• ••• • • • -----·-- ·- ·····- ---- - - -------- -· -·- ··•·• 0. 4 
10 .. 6 ........... . .... ---·-···· • • •••••• •• . . I. 3 •••···· -·· 
19·16.. •••••••••••••• --------"- 1. a 1. a .••.•••••••.•.•••••• 
10;f7 ••••••••••••••• 1. 0 1. 8 1. 7 •••• +····-·····-·--· 

11 

(II) Emu 7"''fih I<U 6oowlo.-Under tho ROYeaue Acl ol 11142 
corporat.ione re«lve an amount. equal \0 10 JMIR*lt. of excee~ PIOIY 
t&XOI ., ercdiiAI either currently or in the fonn of banda which m.,­
nol bo trunofcrrod or pledged .. oollat<'.ral ooforo Lbo end of lhe war. 
Tho orodilo e•n bo taken currently onl,y for tl1o rodueiJon of oorporal6 
dobl. Roughly on&-lltird of tho crodi!AI w<ro ... umod to be tAken In 
lloio manner. Af!All' tho war th• bond1 booomo fully n'I!Oilab .. 
although many onhom wm not mature for ....... , ...... 

t::Otimaloa of tho amount of th- bonds 1.0 oo ieouod are included 
to pM tlJ<> .._,.tiwro-~ ... in lbiJ report "" • oomparable 
bull with the il!t><>rling procli«o ol lho ,.,._lii'J' Department and 
Bu.uu of the Budget.. It ahould be made cloar, bowovor, !hat under 
p,_,.L law tho Oovenunenl. will not pay out &llJ' cub iD ooDDOCIIOb 
with lho redemption of 0... bonds untU after lho end of tho war. 

No •ariationa a.ft'l ibown in tho aUma.t.ea for !946 in the two 
uaumffi Ieveli of income pa.ymentt, Iince the bonds illued in 1048 
will be "blOod princip&Dy on tO« and r041S tu tlabilitiea. Tho eill· 
malee for 1047 are buOO. upon eoonorn1c oondiUona in 1946 and 1948. 
Pl'('len\ Jaw providoo only thai poel.-war bonds Jball be ieouod for 
'to.xoblo yoarw ""sinning before tho and of the war. Thia ...,.unla 
for lower ~limat.ee in 1947 under M&umpUon.A than under aaaump. 
tion n. 

-- 1 -----1 ... -1--1 ~-= .. 1--
I 1144.- ••• •• - . ·- ••• •• -· ••••• -· •••••• • • • • • • • • • •· • • t. 8 • • • • • • • • .-
IO« •••• ••••••• •••• I··-·-·····1·····-····r····· .. ···t····· .. ···l 0. 

6 

l=~::::::::::::::: ----··o:r ~ ~ ~: :::::::::::::::::::: 
A.II'ON PTION 8 

1044 ••• --·········· -·· -- ···-·, .......... 1 ....... ... , .......... , 0. 6 !5t::::: :::::::: :::::: ~ i=_ ...... ~: ...... ' · ~~:·: .. : ::::: ?: ~=. :::::::::: 
.,..__. ........ ....._,.,._ ...................... ~---"!~ ........,, .. ,.... .......................... ,... ... _......... ·-...........,.,_ ................. ~ ........... . 

Regraded Unclassified



12 

(•) Toto/ u,..,Ji.ttuu for "oftmfw/4 of - ·"-Tho oxponditu ... 
d..ui«< under thit beodiog .,..IIU1D.IIWiZocl htlow: Bid-,..., apnolllwuf·~·.,.._., _.. 

tta .... •.......a 

-
.t.I811NM"lON A 

tlW~ 

Jo.4 .................. .. .... .. .. .. . . .. ------ ---· ••••••••• • 15.0 
::::::::::::::::::::::::::::: ····-ii:e· ·----ii:2· --·---~-~- :::::::::: 
10.1....... .... . ... aa& 11. e JJ.o ----···· ··· ······---

.................... - - ---- -- ·- ·····-···· ··· - ·-··· · ------- •• 1.0 IIM4...... •••• ••••• ••••• ••••• •••• ••• •• • ••• • • ••• •• & 7 ••••••• ••• 
lf4&............... .. .....•.. II. 5 10.7 ..••••••••••••••... 
1147............... 12.4 11.8 IL2 .•••••••.• •••••· · ·- -

I . AidpnfTO,... 
Aido t<> ogricultiii'O and aid >o o.he unemployed cooatitula tho two 

upendiwre caLogorieo moo< ~T ooncemed wio.h p_.,. t<> aJJ.e. 
ml<l economio dill.-. SoruJ security aoailt4noo il Oleo lndudod, 
although thil dooo no> ftuctuale under p._.,L legiolotion >o a larp 
uttnt. -.ith changee in economic oonditiona. l)aru or other PI"'OJMll 
might. havf! bHn included here bu" this would have in'·olved over-­
lipping of elaoolficaliono and they have boon plocod in other ""Logorioo. 

(a) A!dl ~ agrict~llvre.-ThiJ progriUll is defwed t<> ineludo not 
outlll)'l of tl1o Commodi•y Crodit COrporation u well u budgot.try 
ex-pcudit.urt'e. 

I' .. a-rm J)rioea will Lend to rise or toll, in rolnt.iora to J>Arit.y, with t.bo 
movt.mcnt. of incomo payment6. It ia M&umod lbftb U1cro will bo a 
continuAtion of auch programs M 80il conservatio,r:!.r di&J)Oiition of aur­
phl~~te, . And p_a.rit.y J)oymc.nta, with such modiucat.ion of Milling 
tagiA.Iation ft.t may be nooessa.ry particulfU'lY wit.h r01peet. to tl10 di., 
poeition or agricuhural surpluses. ln adilition it ~ AIJ8um()(l thtt 
Wting law m•king mandatory the auppon or fa.nn pricet cloee to 
parity for 2 or 3 yean alter the end of lha war will be fully i.mpl~ 
meotf!d ~y CongrtM. In the past. aids to asricultlll'tl ran lO mor& 
than SlK blllion. in some ye:a.rs. A" lhat. tlme mandatory price 
aupporu were on • lower level and applied oW, \o C!trtain bae,ic 
coounodilia. Ir lhe present. atalutory policy for ~grieultural aidt 
had uilt«< i.o tho pu1., theoe txpenditu"" would have b«n mueh 
hightr. Acoonlinsly, i• bao bcoJl estimated on an arbitr...,. baaio o.h11 
upenditurea for aido >o &21iculture will run !rom $2.0 t<> $ll.6 billioM 
i.o 1847, dtpendiog on tlio lnel or i.ocomo po..Jmtn~, and will ho 
aome•hu 1- i.o IIHS. Theoe figurea .,.. b~gh in relat.ion >o pu~ 
outJ•1• but oould be roduced oubotant.ially onlyby a chaogo in prooent 
law with repro 1<> mondal<>ry pric.o ouppono. 

IS 

It ohould ho o~NI o.hal o.ho Oommodi\7 (Mel~~.': 
·~ nol. oolla11 ""' indud«< btn, ~ J::! a ou h aod oola 
of o.ho priee ou~J)OR _..,. ~ iiA • , 1'""". ~-Lioa 
0 ttona. J t. •• ..umee~ lhat. the Oommodit.y Cred1\ '"""",_ • .f.ii mnain i.o OP<ftll<ln ~~ I""!'' during o.he ~ ~~~-·~ ':4' aod 
that. cop1iderablo expanaaon wlll be ~ m ·'"' ONWlil J)W"­
choaiog lld.i•itloo >o ouppon. ll?e .!arm pnco. olroel!'f" under -• 
law avt"JI under a fairl:r oplim~.t~Uo wumpUon of ~ ptymenta. 
h (8 probab1o that. undt~r a peu:imiatie &Nu.mption of moomeul P'L; 
m•nlljlho Commod.il.l' Crodil Corpontlon'•. oaoh outloyo wo d 
mora subtuntlal. Roi.mbul"'iamen\.6 for eap1t.al lO!'fOI of tbt Coma 
modily CrO<III Corporat.ion by tho Tnol8ury C<?Dthlulo • budgot...,. 
ch• o for old• to ogriculturo and. co...,.pondingly roduoo lht no• 
ouu111 of tho Corporation, thereby off .. ttiog each other In th!OM 
figur01. 

(labiSioutl...,.. ---..,.. ..... l ... ~ 1.., ..... --
;=:::.: .. ::::::::: .::::::::: ::::::i:i: ::::::i.:i:!~~~~:~~:~: :::::::~:~ 
;::;::::::::::::::: ·····-i·a· a.o 2.0 .......... -·--·-··· 

~----_J------~.~--==~= .. ~.;-------~-----
~~.. . • ·-----· -· . ----- -. . -•••.• ·---- .. •••• i.' 2 .••••• -· ~ ·-~ 
~::g :: :::::::::: ...... i·o· --·· ·-i:4· ouoo••· ·· ····--··--UI;J7:::::::::...... ,&5 ao ao .......... .... H ••• 
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..umod inoomo J"'.rm..,, lo .. la oo tb.io buit. No .,...nleolu form of 
ald lo impliocl. h migbL be worlt miol, pub& worb, diroet ~. 
euppltmen&&ry unftnploymto·t. compeoeatioo aJiow&Me~. eLO., or a 
oom'binllion or th~ 

f;xpondilUNI for aid 10 tbe ur.empJo..rM in 1046 and tQ.47 Uo AO\. 
\"&ry proporti<;nal.efv IO Llus llumhtr of tho Unet:nployad, tint-e tnan 
fund exp.,~ndi i. • ra~ Undor d•e State unamJdoyment oompeueMion pro­
gr•rn• v,·jiJ d!-cline flt benefit. rights booome 6XhAt'III.«)(J AL high Jovela Of 
unemploym~n•, an•l aid to tho unemployt'd u ol~il1ed 1161'6 willthut 
bt,·e t.O co,•rr" lfl.l"gOr part. of tbe AMumcd $500 rato JW llCI"'ttJl. 

...... 
I t-Il. 
IO.t6. 
lt47. 

&'i•ated ~.3~ru/lturu /01" a{d 1~ .,,..,..,,.~•d' 

---· 
., c 

, .• , ..... , •• , 0 . 0. 8 •••••• .......... I.e o.e ,.. . .... 
2..8 1.0 . 1 .••.•••••••••• 

-· 
0 

i:a· ·---- o:e ..... o.~- .::::·:::: 
J..4 ••••••••••• ········--

(c) Sociol ttctJrity <Umto ..... - Tbis is tho budgetary figure lor OO<ial 
ooouri~y ond .. eludes benefit poymcnto from r.bo Fo<leml old-age 
and turvivora Insurance t.ruat. fundJ t.be rltilroad rot.ircmont. aeoount., 
and wit,hdrnwoi3 by SIA~<>s •nd ~h• Railroad Retirement Board from 
tho uncmp1oyment trust. fund. It. covera, however, aid t.o dependent. 
cbi1drcn, noncontributory old--ago assistance, aid t.o tho blind, &nd 
« rlftin administrative expenaea. Variation IICCOnling to oconomio 
C'(lnditions it not expected to be o( suffic ien~ import.anee to ..Woct. tho 
rounded figure~ given belo1t: 

&ti••lcrl •""*'illfn•/• fJOriol etnrit)- euuMfiW 

~ ... ,,..,: 
•••• ··········· ···· ··············••ooooooooooooooo 0.1 
···~ .••••• ••o• 0 . ... . . . . oo •••••• ooooooooo ooo• 000 •• 
·~· •••••••••• ·······••oO•ooooOoooooooooooO ooooooo • • 
Ut17 ···••oo•••o•o•········ ••••••••••• ••o•••••····••o , e 

(d) Tolol U]><nditvru for aid f"'9"'""·- Expenditu""' lor the 
(o~iog aid programs t.re &ummariU'd below: 

Ocm.<lOI: ..,R PK1>C1W. lttPalO>ITV-

IWI...W .............. /«.U,..,... 
(la ..... tl ..... ----- --· 

1044 ••••••••••••• •••••••••• ···-·· · ··- ··········j······-··· 1. 1 ::::::::::;:::::::: :::::::::: •.•.. .,.4- ······ 2."8' -----o~~- :::::::::: 
UH7 ••••••• ••• •• (1. til '- 0 2. 0 --·•o·•••o •o••····•• 

~=:::::::. :::::::: :::::::::: ::::::~:~: ::::::i:i: ::::::~~: :::::::~-:~ 
UM7 •••• oo••··· ··· 7. 6 6. 0 2. 9 ··••••o••• •••••o•••• 

3. "01/ou o....,.IMJII a<tinnu." 
lndudod under "Otbe< Oo•emmont actioilioo" .,. U.. opcrallna 

upendilu"" of UfleUtiTe. lea:illative, and judicial ~ t.be OOI)oo. 
llnui.oa: 0< l'fllllu public> w..U - · and the olbU nol 00111..,.. of ao .. mment oo.,....u...... Aa "' tbe - of war ozpoodiwroo, oor­
poralion <M11lo711 ""' inci...Sed to ]live a more oompNb«* .. p;.tuN of 
total Fodonll ...,....Utuns. n... ~ lor "Other Oo•0111111M• 
actiYiti•" do nos.~ lipifia.nt.l:y Wlt.b economic conditioaL 

(o} eo..Muillg io -.b.-Tho figurM uodu tb.io e&~ do 
oot mcludo any OW&DCM lor opecial programs deoipocl to pro•en' 
uoem;ploymonL wbicb Co- iA the lutun> may enaet. TIM pu~lio 
woru P"''l""' ... umod lollowa along the lineo of regulAr, OODilD""'' 
public worka and tho principal iteJ:os are comtruetion ~ main­
tManoc AOtJvic.ie~ ot 1uch apneioe u Col"PP of E~tw~ (nver and 
harbor work and Hood oontrol), Veterana' Ad.miJlilltral-ion1 ... Bureau 
of Rool•m•tJon Public Roedo AclminisLration, Publio vuUdinp 
AdminisLMtion, 'and Tcnn~ Valloy Aut.bori_t_y. Boeaua.o of die 
advanced ol"¥6 of action in Coog,_ on tbe Fodera! aid to bleb· 
wayo biU1 <ll~tmatod ....,..,dHur"' rooult.i,og from lbia !oPI•~on art 
includod 10 tbla oal~ry. Tbo ... umpt.tono loUowocl ID mW., t.!'t 
eetlmalee huo meant. that. no allowance wu made for any new 1~ 
public workt ollbo Ttnn- V.U.y Authorit}' typo. Expondotureo 
of tbo Fodera! Public Houeiog Authority payable !rom oorpo"'l<l lunda 
are clulifi«< wl\h nonwar outla,. of Gove"?Dleo·t. corpon.tio~ ~o 
varialioM are abown lor different. levels of mcomo paymeoLI m thil 
ca141icol)'. IL abould be ._,i•od \bat~ of lbo J"')'IIIODIUlualfled 
u "Aid to tho unomplo.Yfd" aboYO. midlt 141lto lbe form of pu.blic> 
worb p""ranu. The eatimatea for pUbbe worb are eummariaed 
b.low: 

Ca)Mdar re.r : 
ttt• ..••.••. •o. • 0. 0 ... -0 ... ·-.---.----.... --------....... 00 0 
104$ •••••• 0 0 0 ..••.•.. -.-0---0-.. -----.----------.-0---... 0 0 .• 
ISKGo ••• •• ooo•••• •••••••••• ----- -.--- --------------- -·•• 0

••• • 

1047 •••••••••••••••••••• •• •• - · ·-· ••• ···-······-- ·- •••• ····-·-

0.4 
•• •• •• 
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<•) 0.pGrlm••l41 odai•illnlt'" ---· l'k.-Jnduded in lhio 
u.t<cOry .,.. lilcltgillalive ...ulhliaiUii•n~o, jvdiciary, Execullv• Office 
o1 lho r,...;den• ci-nlian dtp&nmonta and _ci.. Pool Offi .. 
cltficirncy, l''f<lc;.&\ oontributton to the Ditt.riet. of Columbia, and t.nn ... 
ftn to N-lirt:mtnt. fundt. F..xpenditure, for IO.C5 ara prol•octod at t.he 
1044 lc•·•l. For t0t6 and 1947 lhey are doc,...atd Illig uly. Many 
of t.htwe nU.tecllanooua Oovmunffit. aotivitlC!t a.re rtlatid \0 the war 
and nre t"x·~t.OO to decline aft.cr the war. On tbe other hand tl1o 
•tricllX nonw"r aetiviliee have ~~\ curlelled below the lev~l of 
J)C'IeNml('r opl'mlioos ond 110mc increase iu lht~SC l~t-iviti~ 1tft..er the 
Wflr (!Ill hardly be avoided. On balnnce however the rnclOI"'l lrnding 
towt~r,l " tl£•tl't'IUIC nro nsaumed toO ofJsc~ lho inoro..iing rnctorw "" lcul. 
in amininu un b~hlgol.. .lt. will he noted in tho tt\buhttion 1w\ow thllt 
no nl'itttion in <'X JH•nditu~ i.ashown for tho dilfereu~ income Jl••ymcnt 
levt•ls In r~"llty there ts, of coun!le, IOfl\(' Vl~rintiou bul lt. i• not. 
siguil1c1tnt. in tcnns of Wnths of billions. 

JW4f/lllUit" upudif~Nttt /or tUpo1111lC1"4ol od•i,.i.f4udift UJKMU, tk, 
f .. Jeadar )e.t: rtaMIIOIIUfdolllniJ l::: . ·················· ....... .... l. J '"'& . . . ..... .. .. ... ... ..... l . 6 

IIN7 ·••• ••· •••••••••••• ••••••• •· ·• • • •••·· 1
1_· •4 . . ... .. . .. . . . .. .. ... ... . . .. . . . 

(<)lOIMt otUIGI(I •f o-n......t _..n...,.-Tbit co "'lry indudeo 
fk"\. ~utlaya. of Oovunm~t. C()rporadoM and c:redi\. agendte not 
Pf"•'·~utiCr d~. It weludes nonwar out.la)"' of Rt<Onatruetton 
J.'in~ or:poratton, Home Owners' Loan Corporatton. ~o•ecte.-.1 Farm 
MOriP-1!" Corporatoon, Expon.-lm~r1. Ban.k of Wullingum, and 
ollu"r Covt.rnmf'n\. corpo.rallOD!I. '"ar outlays of t.he Rcconttruetion 
J.l n1U1<'! Cofl)Orat.ion w('re _indudod_ under -.·~ expe_ndit..urot and 
«'.X~~(hUIN"A r. f th6 Commodtty Croc.ht. CorporatiOn IPJ)MI' under the 
lll'ad,mg .. A;,;,. to Agriculture." Co_rporation UIK'.ndit-urOI, which are 
not. mcludt'<l na budgc.uu"Y expenditure& but. suppl~mcnt. them l\ro 
inrludl'd on t1 ucl haaut; that. is, ~ paymcnte lct~ groM r('~ayro'cnt.e. 
'l'hc ll(C'UN'8 do not. include operat-ions or tho •'fJ"(IJICit .. in •uuing or 
redeeming tlwir own &eeurit,i4'!8. 

Sorne or thO bA&ie fL88Um{'tions 11111de. in Ctlllil'nfttlllg' OOfJ)Oftttion 
outl11y1t m••Y 00 bri11fly mcnuoned. lt. iA IU8umod thaL tho J•'cdoral 
f'fl~m Morlgngo Corporstion and tbe Floano Owuen' Loan Corpo .. 
rauon t-ontinuc tht•ir prestnt.. process of Jicauida~ion bul. at. a alower 
rAte. Mwr lhu "'·ar. TL is 4.\.'Cpectcd thu.t. lending operation• . will be 
CArriC'd 01\ to finance the We or IUrplut war matt•rt.l&. No ne-.· 
progrem £or tl1e io""Nleral Publie llout~ing Au\horit.y hu been NIUined. 

Thtre hu beeu aonte publie discuMion Mneerning po~~iblt uwnsive 
p~mJ of loaall and crtdite to £or-Mgn counlritsaf\t:r the war. Pre­
eumably t!lch program§ •·ould be. earried on tbrouab the Oovtmmt:n\. 
corporattons.. h. ••• not dtt-:m.ed Ctuibltt to in<"lude HtimatH for 
IUCb profCI"&Il\S, 

&lifMI., UtKrtJil_,.f., o:Jtu ..U..r f{ ~- _,,.,. .... I 
(.'&kneW ,..,: tta ........ ...,. 

... ~.. • ••••••••••••. ••••••••••• •••• I. l 

:Et, . : ~::::::: ::::::::::::::::::::::::: ~ . · ~ ~ ~ .. ~ ~ ~ ·: 1 
.,'.f.~.::f1~lf.:m~:,..."':tnaedoo ,....._COr~Uoo Mid_, Ml"-ldlllrt.lllldt.x~ll4111nl 

lltd-....4 ..,., .,..;&tWit',., ··~AJr.,tr ~-~ edtntf.u" 
Jt. .......... ~ 

. ····················· -····--·- ·-···· 
~-···················· ····--··--······ ·· ···· · 
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'tho ootlmnwo for lllo vonouo groupo of expenditure& (bucd IAJ111111 
~n ~laling law) h•vc boon brougllt logelbcrm labl"' I and 3 below 14 
wdu:ato 01o outlook for t.olal e;cpen.dit.ures i.n tb~ calcndu yean 
under con1ideration. Table 1 thowe eetim~ted upendilllrM under 
&~~~umption A , nunel..r &hat. the war with Oenn.any endl late ln o ... mbcr of 1,044 and tho war wilh Japan <ndc a year lawr. Table 2 
abowt &he eeumatfll under q~umption B, nunt:ly, tbat. Germany Ia 
defeated in Matti! of 1046 and lh•• Japan colla- by lho ond of 
June 19-10. Fo.r connnienc, reference., a.etual u:pt_ndiLuret for the 
calendar yetUO 104G-4$ ""' aho obown. 

11 io .. limaled lilaL lOla! bucJcet&ry upendiLWM will &mOUDL 10 
197 billiona in lllc caltndu year 10«, and will declina 10184 billion& 
in lhc coleodar rear 1045 under UIUIDpllon A. ln 1040 bu~ 
el])t..OditW't!l undtr lhe ~~.me war U8WD.pt.ion would drop \0 &b •"­
mated S6S or 1M billiona, wilh 8111JDled income paymonL loTels ol 
1120 and 1140 billion&, ,...pecth·ely. ln 1047 budgetary expendiw ... 
under uaumpt.ion A a.roe e~dmat.ed to drop further to 138, 135, or $38 
billiona und., t.be .. umcd inoome paymonLiovela of $100, 1120, and 
$140 billiona, rllipeclivoly. 

The prolonpt1on of the w&r (&81umpiion B) uaumtd ln tbe etU~ 
maw. ohown in table 2, raiooa eslimaW<I ~•al budgetary OJ<P<Jlldl· 
t..urolt con&iderably ftbovc Ch0fi6t.'&timeted under ueumption }., Tot.tJ 
budg4.lt..-ry CJCJ~IlditUh!e under uawnption 8 a.ro expoo:Wd to amount 
w $88 balliou• ill 1046, and deere..., 10 569 or $67 bllliont In 1046 
under the 11.111umed i1lCOfllC payJnent levclJ of $120 and $140 b1Jlion1, 
roopcelively. In 1047 1ho Ntimated exp<nditun!l drop ~ $46, $48, 
or $40 bilhone under wumed income payment. levels of 1100, Sl20, 
a.rul $140 biUiont, rtt·pec&ivtoly. 

The priau·i~J conclusion to be drawn from tb~ filurM il thaL 
upe_ndalul'ft ua t(N,7 evtn under the n\ost optirn.i!tie war .. wnP.tioo, 
cannot ba exp«ted ~ fall below $33 billiooo and ""'likely ~ be a~ 
leut. $40 bilhon.t undt"r the eomewhat. lHII opt.Uni.alic uaumpt.ion ln 
rt'ganl 10 lhe war. Tim <Onduaion could onJ.y ba cla&ngcd U a 
fundanlttual alteration in tha outlook for war ~dit.uJ"M in the 
immedial<'/ .. ,.. foll.,...ing 1bo def .. t of Japen -.ed -.onablt. 

It oboul be .-.iwai<'d lhat lhe minimum oalim.&IA!O of abauL 138 
billion• and $40 billiona lor 1947 mer ~ • tnulsillon , ....... under 
cert.ain wunlption.-.,,d not to wb.a.l. iA conunonJ.Y conaidered aa • 
''nonnal'' pMt.-wa.r yt.ar. lt. ean reNOnabl,. be expected \hat. in .uoh 
• ye.ar budgetary tx))f:ndit.urM ~·ouJd be much lflll u war upendi· 
t.urtt At6 rOOuood • 
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APPENDIXES 

APPllHDlX A 

P&ICa C.fiAJriOD AlllOCI.AnD W1T11 C!KANOU IX L&:t'ELI OJ' lltCQiq 
P 4 TIDY'I'W 

In ll>o .,.._.~ repo.-t on outlook lor Focle..J Ull<nditunoo a number 
of .. umed levels of income pa.rmtn\1 to indiYid'u.als have btltn ueed 
to iUu1trate tho v&JiAtion m FedaraJ MJ)dndit.uree oocurring with 
cbangee in 6COnomic cond.itiou. 'rhMO ueumod income paymen.t. 
JevcJa ara in t.uma of changing prict'e. Thua, a. given fiJUre for incomo 
paymenll may moan a bighar roaltt.llnda.rd or proepor1~ if pricoe "re 
low lhan II tru~y a.ro hiJh, and vico vorta. Aeoordingly1 some olfort. 
hu boo.n mad a to eunune priee bobavJor in ~ho put to actermlno tho 
prico lo..,.ala whieh might bC e.'f))OCt«i with tho A.Mumed income pay~ 
mcnt.lonlt. A major difficulty in maldnJ preei.se price estimalee oon~ 
liltenl with eaoh income IM'1DI•nl fiaw<o,. that pri- ~nd 10 laa bo­
bind obit to in inoome. Tli01, whonlrienme1M111110DIO are falling pri ... 
oJoo t<>nd 10 tall bulalallowor ral<>; ADd tho roverao io true in U.e c:aoo 
of rilinc income paymen~ The prl.cet UIOCiatod with a gifen set. of 
inoome p~ento ll>erelor.!Md 10 ~depending on whelher inooroo 
plymt:ntl tn tbe prior yeara were b.ichu or lower. For the prweo\. 
rtport, it hu bean usumf!d t.bat. priOM will vary with income pa.ymen\1 
u obown in tbe loUowing table on the buit of the Bureou of Labor 
St.&tis,it't indu of wholeSale prioc.~ 

&limclltd ~- ,ne• ltt.du (IIU-UXI) 

18-44... • .. • ••• •••••••• •• ••••• ....... .••••••••• .............. 104 
18-45.................. •••• ••• .•• •••••••••• ........... JOl ............. .. :::;:····:::·:::::: ···-···· = :: ::::::::::t::::::::: 

Tho indox of lot lor tho ealendar :r...- 1944 under inoome paymmto 
ol Sl54 biUio01 il the p.--n~ level. Tho eotim&t.o lor 1946 under 
inoorno paymenta of 1140....$160 billion• rt'llloet. t.bo reduction which 
would bC C"~epeet.ed wilb the drop in inpomc ptymenta and wit.h tomo 
improvement. in t.b& civiliAn aupply tituation. "For 1946 tho ct~timatee 
arc contisk-nt whh tho implied roduotJon in income p.aymenta !rom 
tho 1046 e.tim•~ in each cue. Tbo fipm thown for 1M7 t.IIUD'e ., 
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no t:ba~ in intOme paytnen\6 from 19-CO. }\anher pore .. ump­
dona toUld be den-loped for 194 7 on tb~ bud o( vuiou.l c:haJl&8 an 
intome ~1mtn1• from the ~ing yeu, eitJu•r up« do•n, bu\. iL 
dKI nol tttm pra.etieal to work out tbeee altemativM in ' ' iew or the 
ooghgibl• t lle<t on the eotimateo of Fedual Hpwdituml. 

APPENDIX B 

PROC'CDUMY.IIJ l16&0 IN &ITIW.AnNO Pl!DERAL '&Xf'&J'IIOI'I'URr.l I'Oll AI D 
TO Tn. UNEMPLOYED 

EtJtimfltNI fNic.ral cJ]>('ndiLuros for aid t.o the 'mcmployNI in lho 
calendAr Yi'Af'fll 19•16-.47 were dativOO by following 11 ~cril'lll of tltcpa 
whicl• mAy I:HI explAined as foUowe: 

Step t ,- The number of uocunployed wu.l~r the v&riOUit i ll como p~y­
nwnt.. a.88UillJHions wu LWtimated u follows: (I) Compute the gro~~ 
na,lonftJ product cOrr(!l5ponding to the. AMUJUed level o( iuconu~ flAY· 
nu•ntll, ftnd adjust. iL to exclucfe inlere8t. on t1H' J)ublic debt. a.nd P•1 
a.n•l•utllllitten~ of the anned for1005, (2) estirnate Lbt a.veraga produd 
ptr civilian worker, (3) divide the adjusl«!d groea national rroduc:.l by 
tbf' utrlfU! product per worker to obtain the nwnt..er o ~mplo.red 
ptrtOI\f, (4) tstimate the expected labor forte, (6) •ubtrut. the nwnber 
of tmployf'lll worken aocl the nwnber or peraons in the armed force~ 
(rocn t"M &oa&llabor force W obtain the number of unt.mp1oytd ptf"'Illiit.. 

Sttp 1.- Det.ennlne an avenge figure. for e.spendilurfi& per uotm· 
ployed .,....... It wu decided iarbiln.rily to uoe ~ for thio figu"' 
although _ a numbtr of other ~- might. bave botn UMd i:nst.fad. 
DurinF tho r. .. al J'•ar& 1936-1940, Fedor.! •"J))ndituroo bf the Fed· 
tf't,) Emenreney Reli~f Administration, Civilian Contervauon Corps., 
J)ublie " 'Orb AdminiAtration. and Worb Progrcet Admin.ilt.ra .. 
Uon,Jh11 State wilhdrawa.l8 from t.he u.namploymeut. t.ruJt. fund, 
,.n~ rrom o low of SSOO in 1936 to & high of S9SO in 1937 I"'' p.,.on 
N'CC!I\'Ing bene:fita. The average· for t.bo 6 rcan wu $760 per QU6, 
1'11N~ 11re undoubtedly sorne duplic.alions tn Lbc number o f pooplo 
r('ceiving aid, AI for example, a person who fln~t. rt"'Oh•4Xl unomploy .. 
JIH'I\L ('OillDI"'lAfttiOil under the ~t!Lto CO.mpcr-satiOI\ f.li'O{t i',AIIUt IUld tl10 1l 
took " \\~orkA llrogrcss Admlmat.rat1ou JOb. Ji or tlu8 reA.80n the 
$760 figuN~ uude:ntlatcs the average amount P,Aid per uJlC:mploye-.-1 por-
8011 under thC!Io programs. There is: no A\'llllablo lnrormfttion LO cor­
rect. for thillunderwtAtcmenl. On l-be other hand, not aU JXI.I'IIOnl who 
were unem~loyed rttcelved a.ssist.aoce under theaa pro_gfftnll. h. la 
thtoreforc almoet impoasiblc to dcve~op a precilo figurtl fOr unempi~J­
mtont aid per ptrtOn (whether re~wmg benc6t.e or not) u a gu1do 
for tho p,...nt purpooo. On b&lanee, tbe arbitr&r)' foguro of~ is 
P.robabi,Y not un.....,oablo in the lil<h' of J>Oill experie~. "'~iA!Iy ir aUowa~W"e it made ~or the ~act. that. pnoee may be, b!4fler 1.0 tbe 
181'W uncl~reonatderatton than maonu~or tbeJMl'la&.uclaed m Lhe pat.. 

It •hould be ooted that the ~ ... umption (and the historical 
ficurH cit4'd) CO\'tt not. only the amounts rrceived by \he unemployed 
but.aleo tbr('C)ILof adm.inistntion and of matm.U. in 1hc c:ueor .. ·orb 

PT,"t.- Compute total paymeoiAI 10 tho ...,employed by muJJ.i. 
plyi..og tbe num~r of unemploy&d by tbt S.SOO figure repreeentanc 

... --· , 
a•~ expenditu,.. per ponoo. Pan of tbio toW will b& oo•....S 
by State wilbdrlwalaforuneml)loymeo\.oom~Lioa from t.heliD.-. 
ployment. lnalt. fund, and U.e ,.~ n.diuslmeru. allowu:tee~ 
uodC'I' lbe &rvic-emm'• ReadjUitm.~t Act.. Deduclinc tetlma.,. for 
th4'M prognunt, t.be remaining p&,men .. reprtM:nt. the eal.ima\.tl for 
aid to the un•mployed 10 be pro•ided under !hit bu~Lu1 .. ._,. 
The following t.abl& eu.mman.zM thaae ealculaUootfor &~~umptioDI A 
and D. 

Z:•f*dka,.ror llld ... -",..I'M (bPI~ 

Aw1un.t ltUIIUled ltl*ldl'",. ,_, , ,.ml•lo)'• .ar.....-u•· C:•lito<Jt.t ,. .... - WillS...,. ~;:.-::: (~.C ........ .... .. ....,..., ... , 
lrUI* ..... "',t-..,_ .. - - ,.. ,...,......., ----· 

l.U ................ l-t()-.ttM) I ll •••• 11. 0 ..,.. 
tHO •••••••••• ••••. ,.., :Ill Ll • 1 •• 120 8!1 4.1 :1.1 • •• 
1047 • •••••••••••••• 140 ~~ •• •• .a 

120 ... ... 1. 0 
100 14 1.0 ... .. . 

-· 
104,1 ••••••••.•••••• ..... &o 8 11.6 10.1 10.6 

UHO.---··-·•••••·· ... ~~ 1. 8 • 1 •• 120 ' ••• 11 t . a 
1947 - · ••••••••••••• 140 ~~ . 8 •• • • 

120 8. 8 14 I. 4 
100 l<)i 1. 3 a.g ... 

0 
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(CONPIDBNTIAL( 

PART 2. OUTLQOK fOR PEDDAL REVENUES 

lirraOD'OCTIOW 

This p6rl of the "'port p.-nt. eotlm&c. of Feclenll ro••- ODd 
receipta in the t.ranliUoo.al and poat..waryotn ••amirc coat.iouuce 
of tho preoenl tu otruelure. The Ulllmplion of the 0011u.n...-·ot 
plftenl tax law waa adopled nol beuuae il iol antieipt~t.ecl the~ Fedenl 
t.axoo will remain unobanged, bu~ beuuoo the eatimAied yield of p,... 
tnt t.a.xos senea u A standard "''inat. wMeh to meuure the nn-enue 
olraet o! obang01 in tho law. 

Eotlm&t.eo o! acgrt~pto yield for all oo~ of rev«>ue combiaed 
and t~ttimat.el b7 pri.ocipal revenue IOu.rotW are a.hown.. ThC!M eati· 
ma~ ref« to tu liabilitiM and no&. to tax oollection.t. Moreover .. 
thoy are no• w b<l intorpreled u foreeut. of actual tax liabililia 
but morely aa indica lions of thetr mapitudM under eertain •~ 
eaaumptions. The cttimt.tM &~~umn ibat the war in Europe will end 
early m 1046 and that tho war with Japan will ond early in 19C6. 
Prolongation or hoetiliLios on either h'OJJt would atroot tho rovonue 
01t.imt.te& somewhat., a t. any given lev(!) of incoma, by changing the 
oompooirion of inoome paymen"' and by cxwndi.wc tho d•to of tormi· 
nation of the war axriso-ta.x rattw. However, tfie~e eft'~t.l are XS~Ot. 
aufliei<'ll~ w juotily a 1«0nd a."'umption r<pnlillg the lon,th of the 
war u wu Used in lhe report on e.xpenditures. 

AooaEGATE FeoDAL Rzv,NV"£8 

Table 1 preeenta ravcnuo esti:mat.M indieating the probable tn~._ 
wde Qf Federal tu liabiliti .. for tho yc•ra 19C+--60 under vmowo 
&MUmptiont with n!~ud to ineome p~ent.l. 'I'be aatimat.et are on 
a ne~ basis a!~r dedueting tho appropriation w the Fodera! old4P 
uclsunivon inlu.fVKlle t.ru!l. fund. 

For the ealendar year 19C5, it io -=eel tha~ income pt~yment. will 
ronge from $140 biUions w $150 billion•. At th..,.lenlo, M~ "'venue 
yicla under exiating law (on a liabiliti .. basis) ia eotimatod a~ 133.7 
billions end $38.0 bUiiona, respectively. 

For calendar yoar 19C6, lov.W. of lnoomo pa,mont. renging ftom 
$100 billion• w $100 billiono are ... umed, together with ttio implied 
obanges from tbe $140 billion level of the preCeding :rear. 

For calendar :Je.&r 1G47, estimatA!Iare prMtD.ted for levels of income 
payment& ........,ng !rom S80 billion~ thro~~&b $150 billiona, aauming 
no ciliange from tho preeeding y .. r. 

R o•enuo eolimaC. are a1eo abown lor a more dis~~ poa1-war 
year-aay 19C8 or 1V50. II iDoome payment. iD IIUeb a poot.-war , ... 
a~tained a level o! $140 billiono, iD a ltablo period, M l rennuo Yield 
under preeont law would amoun~ w 'approximet.ely $38.9 billiona. 
Wit.h uaumed ot&blo inoomo payment. of $120 billiono, no~ yield would 
amount w $3 U billiono. 

(l) 
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CONFIDENTIAL 2 

T.uL.a 1.-&tiaaiU 'Nf:r-' ''"".,. llalkrcJ::t: lo" I vKtA ..,...., lith.,.... 
' IN I• (M".,.._ J111)"1Wfttf,1 turt 11-#-80 

rrawa...,......, 

• • t iJiU fUO .... '"' ... -
=::.::::::::::::::::::::::::: :·:::;::::: ..... ~.! ............ ...... ii:f :::;:::::: :::::::::· ::::::::: ................................ ..., .......... .......... ·:t' .... .1 .. . ·······rt 
~~·t~;~::::::::::: :::: II :::::::::: :::::::::: ... : :::: t: I 

Chuts 1, 2, and 3 abow lhe probable m~Gllitude or Fodenl revenueo 
lor !he calendar ye&n 19461 1947, and 1948'-aO, mpeclively. 

ln. order to read the eaumated revenuftl from ehart. 1, 2,. or 3, one 
hll lo l •• aume only the level or ineoi!UI paymenu in tbe,ear under di .. 
cuuion. For purpotel or illus~ratioo, IMUma tba&. lt. is desired to 
dokrmine the esti.matod rovenuee in one or the yaara 1948-50 if incomo 
r>oymonta have boon ... umed lo be $130 billiono. Lo<:atA! ·on lho 
boriwnt.al ocolc 1t tho bettom or ehart 3 tho figure which reproocnu 
Sl30 billion• or inoomo paymeut.o; then follow Oro vortJcal guide line 
upward until it inte.....,tl the diagonal line repreocoU.ng .. limi ted 
reveuu<"S. Flom tbio point or int.eroeelion, follow lh• bemontAI guide 
line to tbe left a.nd ft:ad e~timated net re•enuea of $3.5 billions.. 
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CONPIO&NTIAL 6 

.\.s&UM.PTI0!\1 

Tbc mott important uau.mption in ita cll'ec4. on nw60UO e~limat.aa 
relata to tJu, lev~l and ('()mpasit-'on of income p6ymtntl durioc the 

fwl'i()ll for whi,·h thl.' lll'I:M a.rf'! lC'viNL C'hathtf!l of in<'OIIlo I,Avm~nUt. 
rom tlu• /U'• <~.',"'Iinv \'('atr or ''ears ~tlso ts(h'C.·t tht': (l(ltinlllt.M, l)rimarilv 

ht"C'I~II'~~4' u th,•lng in 'bu<~int"~-l cost" M i ll~ome c•tumgt."e tuul 1 hn tn•rlf•nrn 
ul c•Ju 'r\ '·oO\N'H iu 111" J>rt•iiNlL tax structuro. 

Ns tiinMc•lt 111'<-' PI'C'~Jll('d under' \'Ar iOlli MAUmNI lcw('l .. of income 
JlAX_mt·ntM rnu"iug from S.SO hillion., to Sl60 hillion11. 

Other A81HIInptions a•·o made with respect. to the timing of certain 
dovelc,tmwnP' thnL der.t·nd in considenLble JU\r\. on the lt•ngth or t ho 
wl\r tuuJ Hw rnlc' of c cmobiJi:r.ntiort. For (I.'<Amplc, axci10 yit•lds n•·o 
ufrl'<'h••l hy \\Artiuu:~ restrietiOt\.5 upon tlu• supply or [:OOdJ ftrHJ IM'rV• 
ic.'t.'tl, 1\rul tht' yield or the iodi\;dual income li\X if nfTi"Cttxi by t ba 
amount or lllihtMy pny •ubject. to tbo a~iM exclusion of $1,600 And 
by tlu• ur•" ani trNtd in intc.rcst. payrnenll on t he public dt'bt. · 

1--.ulul't" rat!' ('}tanges and other cbangt8 provldtd ror undtr pn.wnt. 
law ·~ ti<OQ Nn~i•ft'rffi. Chief amonz otUC'h otUUutorY rh1u1~"1"ll ara 
(n J l'f'\i'l"'' llH of «"«"'nain of th~ e.'("tM to tbtir pf\ ... 104" hi'( NtM 
6 monlh:f afltor lt'm:tination or hostilities, <•> um•ln•tion or renegotia,. 
tioJa or tlar ("'UirUI.S Oll June 30, 1945, (c:) tf'nnin.ation Of tb., poea,. 
war rrOOh undt'r the excess-pro6t6 tax for ta.n.ble yu,. bfr«innillf 
afl.n thf' tntl o( tbf' war, and (d) tbe !Lep.up under tht f"f'lderartnsur­
an~ Comnbutions At-t of t.he raus of eonuibutioot for bod1 tmp1oytl'l 
and Nnplo\•f!H on January 1, 19-tS, 1~6, Af.ld IM9. The rhange. in 
~odai·M"Cui-ity ux rei4'S are re8ec.t.rd in P:"* t.ax lit~bilitit .. for soeial~ 
M'('Urit~· ta."•f'N'eipl Mlimntcs, but. the 194t 10eiaJ~urit.y raW-& luw('! 
IH.'4'11 n;.,.uuwd in c•sti.mnLing t he. COtpOratiou tax li"bilit il~;. 

'1\ltC'I wnninAiiOr\ or the p&.;t-wAr Credit. under the t'XC't'ti•IJrofitl tax 
is not. r('ti('('LNI in the C!'Stimates, since an oxeM5·1)f'Ofitt LAX rfttC o( 
8&.6 pcrt'<'nt. (4.'(111A1 to the. net rate arter poet.·war cm:lit.) i$ I\.IJSllnll.'d 
(or All .)'t'81'81 whi'rtA8 under the law t\3 now wriLWn tbc hall rAto of 95 
l•t•n'flll \\'OIIIil tqlplv n(ter tho Wlir . Ju t hO 08li/tUllC•$.J aiiOWAJIOC is 
uuul<' fo1· t•fu•ry..o,·ei- of lo~4.'5 nnd urm~wd ('.'((' IJIW'I JJrOiil .. t'lrNiits rn· 
~ultin)C in "'~ rrduction, but the cstim11t~ do not rcf1~t. thu ulthnnta 
liuiJihti<'~ of (·orporrHions after rOOuttions ari.sing 1x-cnuil4l of rt"fund.s 
from •· .. rry-backs. ' 

R&V&'iUE8 BT PRI:SCIPALSoURCA 

To l'Uppkmtnt IIJt NtimAtes on aggregate Federal rtVtnUOf. corre­
,.pondin~_ Mlimatt'll of N'\·ruue from ~a~b main IOU.l'ft an- pl"{''ltnt.ed 
for tmll.!!IIHlnal and prost-war years assuming tontinuan('fo of tht pres-­
t'Ol tax ,.tn•ttu"'. F.stimates of corporation inccunf. and tx~·profita 
tas('t., thft indh·idual inrom~ tax. exti~. and oth('r oornpontnl'l of 
tttirnatNI ·~J'f'Jtale ft\.NJUts for the ytan 1944-.50 appear in tabla 2. 

It fl1.0u1tllK' n:•JM'II4'4ltbat tl1P rstimatte (or a particulu yrar do not 
rt"pl'f'M'nt rollt'Ction~ nor C"'it.-<;tituiC' a forocut. of aetual tax liabilities 
buL indiuta Tnfn!:ly the liabilities that. would be incurred by taxpayers 
ror that ye.ar under the ueumptiom di!c.ul!llled abo\·e. 
CorpoNition ,·ncorne cr.nd au•rrprofit• t<utl. 

'l't.c ~timalt'l of oo">Oratio11 ta:< liability decood primorily on lho 
II.&I!.UD1Cfl levf'l or inoomo payml!nts. CllitiRy 00ftU86 of th6 lftg in 
busine111 t'OI!its tua income chtu~.tos. ~hey 1~ro IL180 inOu~nC!od, rnoro thon 

I. 
~ 

1 

the Mtimatee for otb-l'r tu 10urcestb' the ehA.ng8 in imome paJ'· 
menu lrom the 1>rooodi111 yeor. he 6gur.o are aloo otrecl<>d b7 
earry ... v ... and earry-boclt pto\'iaiOOI aod the ending ol renec<>llation 
or war contractl Oil .June 30. 1~5. The l'Orporation •timatt'e in 
table 2 arf! af~r allowartce for carry-ov& of lOIIr'l a.nd unutt'd MeftM-­
profita cradltt r~ull.ing ln a tax reduction ranging up LOa ml.\irnum 
or about.. St hiUion ror any one _year. The oatimat4!6 do not. mako 
allowanc.:u ror ultirnat.c roduclion an litLbilitit.'lf ~uo lO rcfuz"'ll reeullina 
from c:arry~bt~c:k of lDMal and unused cxoot~&-profitAI crec.Ult. Sucl• 
eaM'y·bocke tu··~ CXI)OOIA\£1 to ~·auh. in rcfuudJ (or t.a.x c.r•Qdit8 or nbato­
meulA} for 1\W3-48 or from $2 billions lo $4.5 billionl ror Lhoeut.ire 
period dc):.ending on tha acquencoor income pt')'menta during 11)46-60.1 

KslimMOII of COI'JJOration tax liabilities for tho year 19-46 aro bAted 
u~n AMUtnL\(1 lo\•cl• of income payment& or $140 biUionl and •160 
billioN. At. lbeiO levels eorporato liabililits are estimated at •10.4 
billioN and $13.6 billion• reopeeti•ely. 

11 the lov•l or $140 billion• or in«>me p&ymenl.l ........ m&inlainad 
through 1946, .. tima~ corporation tu liabilities lor tbal yeor would 
amount to $12.6 biUiona. Eatimated liabilitin at difrerenL levels of 
inc::ome p&ymtnta in 10o46. •hm it d AS6U1Ded lhaLinoome paymen" in 
1946 will be $140 billiont, are ahown in tablo 2. Chan 4 abo.,. lor 
UM6 and 19-17, and table 2 diOW'I for 1947, the tstlmaltd corporalioft 
tax Uabilitie. at \'lriOUtlevt"ll or iUOOIM pevmttnt& H('b of which aN' 
auumtld un~hanatd I rom the previou. year:. 

For the more diltanL Jl(le.t,..•·n _years 1948-60, th(' corporate Nt.i· 
matet are unclumgtd from 1~47, bocauso in each of tboee yoan tht 
amoun&. of cany~nr of corporate Jossos and unmed exec8toprolita 
crodit. is arbitrariJy aaumod to be tho !AJJlO u for 1947. AI not«t 
above, it. it aaumed 1 hat a ne-l ex()t.'l&lt-pro-fita tAX rate of 85.5 parcent. 
(oqulvalant to the. preeent. 9~peroent. rate after pOst,...war crodit.) will 
continuo to APJlly, even though undnr present. h~w tbc po!t.-wAr erOOit. 
o( lO pcroo.nt.. t.crmlnat(III\L thG Md of tho wa.r. ' 
lndiWJual incol?llla:t. 

Eetim .. t.c~ of individuAl income-tax: linbilities ftro dotfnnined 
primn.i.ly by the ni&umcd lol'el end compOsition of inooma payme.n\1.. 
F.eLinta~ IL a.ny Jivcn level or income po.yntont.s a rG 10mewh1~ 

lower for tbo t.ranaitaon years than for more ditlanL po~~t.-war ycal"tt 
bec&UIO or difTeren* in lhc oompoeieioo or income. Theec tlifTerencC!I 
rttull in varialiont or tax liabiltty, b6c&1110 ol (G) rclativ•l.r larJIO ox· 
clulio.u !tom lhe Wt b- in tbe earlier ye1n1, rcllocting chitlly lhe 
OJ<clUiioD of $1

1
600 ol t.- pay ol miJilaly peroonnel, and (6) a amalltr 

proponioo or J.ncome subjfd. to the b.igbt"J' swtu brac.lce&. ra'- in 
tbe earliu JNI'L Oo•emment intereal. paymen.,. to boBd ownen 
are IIIDallor aod a JTMIB pn>portion ol reloli•el7 lam tal~ and 
wage paymeota is coneentrau-d in tho lower braeketa: oflncome Ul the 
ta.rlier yeara. Thus, aMumiN_: income paymenta of $140 billioa. 
lbroultbou~ 1~5-60, tho estima"" ....,, IlKS, Sl4.9 billiolll; 1~0. 
Sl6.6oillioN; 1947, Sl7.6 billions; and 1948-60. $18.3 billioDL 

Tho relatlon between the eotimal<>d individual incomo-l&x li&bilili• 
and any aaumad lo•ol or income payment. in the JOUI 1~5-60 ia 
shown 10 clw1. 6. 

• n. Nit ..... or-" ,..,._.. n~~~~u.IJW!d m r.111 1, ~ •n. ot tJ:t fT1lOI1 tc•'"' ... ..,. . ,,,.,.,...,..... 
""'•""'•.,,.._. If .... t:lllt • 11-' llltlf....,...I;Jt. ft'fdlu,but 1111 OlM-" ,..._lldlt.udl• ,.. .. _., 
•""'• ,..... .....,...,.....,. "'*''"ldllltll lefo,.. w ll.t~lltr. 
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CONP(DBNT!Af 

BM~/Jiul. 
F.ot.ima~<o~ or employmenlrt.u liabilit.i,. •~ aoy si•en 1<19el or inoomo 

~ento .,.. alfeet..s by uoumpt.iona u 1.o wbolller or llol lllo rate 
"'.,...... pro.,jdod lor under p,_.,~ law aul.omali..Uy booomo 
.rleetivo and by tho varying import.onoo in differt~~tlyl!Aft ol Oovorn­
ment. ularifll And wa.gea, wD_ich are not. oovu~ by tbe ~mplo)'lnent. 
t.UN. 

WilhouL lho automatic ioCI"C8.8ee in tla6Ji''NI~raJ lusuranCte Contri· 
butions Act. ratet, cmploymen~ta.x liabiHtioe, ArC! t'XPt'Cted to rang& 
bet.w~c'ln $0.6 billion and $2.0 biUiou.s, do~nding upon lho l\81umM 
hl\•el or hu'()m~ tlAymcnt.e. Tbc por&.ion euwrlug into net. l il\biliti~, 
gencr&l and I1IJ>OCIAI accounts (mairily the FcdQ.nl.I1Uuc.m)Jioyment. Tax 
Acl. and t.hc taxes on carriers and lhoir an\ployt.H), is f'..XpcclOO to 
ran_ge between $0.2 blllion and $0.6 bijjjon. 

On lh• oontraty .. umption lbol tho aul.omalio ln.,_ pr-c,.ldod 
lor by law booomo elfoelivo 011 January 1, 1945, 1946, end 1940, 
amplo;ymenl--t.u lit.bilitioo""' upee...S 10 ROll• bolweeo 11.2 billion• 
and 15.0 biUiona. Nelliabilitioo, bow..,..,, olltr approprit.t.ionoco llle 
Foderal old""C" and onmvors inem- ~~ lund ""' oubat.onlially 
llle oame 11 ol&t..s obon .. 

FAlimata of net. liabillt-te. al a.n.y P.ta leYtl of incomf" paymeoY 
lor an average year 1114&-50 ap- iB doar\ I. 
&<Wu. 

Tbe fttimat.M of exciae-lu li.abilitiel al. any &h•en 16vtl of ineom6 
poym•nto ""'alfeet..s by (a) nslriet.ion on ••PP11 durina tho tronoi­
tion ytal"'l and (6) automatic reduction of rat.ee and removiaJ of certain 
~vemmental uc~tu exemption~ 6 month• aftu the t.erminatioo 
of the wu. ThMe t.wo factors arc, howevu, e.J])(IJCt..td t.o be approxi· 
maLrl,r oom):.cruoatory, eo t..b&-t no large change from U1o ~'Artime yield 
or ....... , .... (AI A lligh lovcl or inoomo paymoloto) il e>p«:W<I. For 
extUHJ)Ie~ compAring 1044 with 194g....60 at. 1.m Ntutnod $100 billion 
lc'·~l ofulOOnlc! pit.ylncntll, it. •ppca,rs that. 'additiounJ rooci()t.l of $1.2 
billions on uccount of improved supply in a pos.,.wl\r yeft.r are ofJ'a.et 
by A rt.'<luction of St.3 billions boo:ause of t.orrnlrtAlion of tho war 
excise tax rat.ol and removal of govarnment.al oxe.mpllont. 

In lho yoa11 1946-50 excise tues (illc:ludinl! certain mlsoollanooue 
rovenueo ') arceotimat.;d 1o range between $4..2 tiiUionund $0.4 bllliooo, 
taking into account dift'ere-nt 188um.od Ieveli of income paymentl ana 
Lhe automatic changes provided for by pneent. law. 

The t'lllima&ed excile tax yields at t.ll7level of income pa1J'Dtnta iD 
llle ,.. ... 194~ ""'depiet..s in 1M ,..perote oecliono or ehm 7, 
-umu., fi,.llll•llhe oul.om&lie eh~ pro•idod lor by I•• booomo .rr .. u •• and, oooondly, lhalllley do DO~ booomo e.!leet.i.._ 
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CowrARIIOH or EI1'1MATS:D T u LIA.BU..t'll&l AJCD F a o •ua. BXPUDI· 
nrau (Utc-ozta V 4UOt7a AaeullPTIOMa •• '1'0 b con P.u •....,.) 

In lbia -lion""' oompared 1bo oolimat.oo ql tax liabili1W. denloped 
in lhia pari or tho roporl and tho oolimat.oo of caab expebdilureo pra­
aonled •• pan I (eo W.blo 3), II abould bo noled thai Lbo expendl­

t.ure ett.imat.M are (or &he m01~_pa.rt. on ~ cub buil1 whUe the \&X 

ligunlo aro on .a liabili17 baoio. ThJo ia nollbo com-n thai ,....uld 
bO used lor budgew.rr pwpoooa, bul i• is 1116lul in lbo eoooidaration of 
lax leguda\ion. II 11 is doairod 10 prepa"' budgetary oolimat.oo ol 
cash rooo.ipt.e, it i11 n00011ary to &llumo a Yt\IJ"'oot.o•YMI' ~t~quenoe of 
income paymonl& for 194.5, 1946, and 1947. 

II ~ bo "'1:U<>d lhal Lb..., a"' ineoDJialoDA:i• io w.blo 3 bolwOOII 
lho oolimaled lovela or expondituroo and tax liabililieo abown ODd tho 
oorroapondiog ... umod lovell of inoomo pa,rmonu. Tb...., ,.ill bo 
differinf.C views as t.o tho probabilil.y or any p.attiQular combination. In 
apprailmg lh& colllist.o:ney of • given oombinat.ion of 6x·pondit.uret, 
revenuOt, and inoome, lt. is nooe~Mry to Wee into a.ooount. t.bo effeetl 
of bolh !&US ODd oxpendiiUreo upon lobo level or income paymenw 
ae well ae 1ho effoc\ or lobo lenl ol income paymon~a upon laxM and 
cxpendi~urM. The lovolsof t.axee1 expe:ndit.urae, and inoome payment~ 

are mutually into.rdorandont. ana ln turn affcc&. and are affected by 
varioua gove.roment.a ~tiona and policies. 

Doopil<l lh- limiW.lions 00 lho oomponbUily or ..-poodJIUre and 
lax liability fi¥uroo, il ia useful 10 bring lbtm together 10 abow lho 
relative magruludN or upendil"""' end accruecl wot uoder lhe 
existing tax lt.wa •nd·a~ v-arioua ueumed level• of inoomc paymeu..,., 

TuUI S.-comptl.riaM t/ uti.moud tu Uobilitit• oM /1~ cr-,nwfihwet .-Mtr 
.. ,~ ..,...,., ...... I# iA~»~M poptat~.t, eehJWior J~Hr• II,U.../141 

[la ..... ., ....... 

"--'IMdl,.el Tu!WIIIitiM 
~Mial .......... 

C:a~Md:.M ,_ .. ._ ='l::'r -:"I""" -:r""' .. ,_. 

10« · - . ---..... . . ....... 163.5 40.9 .. .. 
1!1-15 •• ••••••••• • •••• ••• ..... 1110. 0 3&6 } 84 88 

140.0 3& 7 

IMO ••• ···-············---- 140.0 U.7 •• ae 
120.0 ... 62 ea 

1047 •••• •• ••••••••• •••• •••••• uo.o so. 0 32 .. 
120.0 31, . 84 ., 
100.0 23,. 17 <6 
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C. 

Harry s. 
Truman: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

Hello . Harry Truman. 

How do you do' 

Row are you today' 

Fine. 

164 
Deoeaber 12, 19--
2:Jl P·•· 

I eaw the pictures we had taken the other day 
out in Missouri and they looked pretty good. 

Tbe movies? 

Yea. 

Yea. And you know ther e baa been aore favorable 
coauaent on that pioture than a1110et anything in 
the War Bonde. 

Well , it was very favorably received out ho•e. 

Yeah. 

But that wasn't what I called you about. I waa 
talking to Hatoh and Connally and Dennie Chavez •••• 

Yes. 

about a situation in vhlch t"ere ia some 
argument between Texaa and New Mexico. 

Yeah. (Laughs) 

I don't --have no business monkeying w1th it 
but you know Hatch and Chavez a r e very oloee perecnal 
fr1enda of mine, and eo 11 Connally. 

Yeah. 

You oan lllake two mighty good friends, and I don't 
think Connally will be an enemy , if New Mexico can 
be -- can be considered on that. 

Well, look, this is the s1tuat1on: Connally put 
1t up to me in no uncer tain terma. 

I know. I hear d him yesterday. We had lunch 
togeth.er. 
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HMJr: 
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HMJr : 
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HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 
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And ••.. 

They had quite an argument, but I don't think 
he'll be-- I don't think he'll be ae mad ae he 
pr etends that he will. 

Well, God, he ' s Juet --he 's been after me on 

16$ 

this ror six months and, God, he's damned Hannegan 
up and down the lot. 

I know and Hannegan did.n' t have anything to do with 
it. 

Oh, that's -- that's -- uh - excuse me. 

Well, the facts or the oase are that it's Hat oh and 
Chavez who are • ..• 

But I came to Hannagan's defense. I was at some 
reception that Hull gave. 

Yes. 

And Connal ly Just damned him up and down. You 
could hear him all over the room. 

Well, he did that to me the other day. 

And I came to Hannegan' • defense and he put it up 
to me and, or course, the histor y is the l ast man 
was a Texan. 

Tba t' s right. 

And El Paso is in Texas. 

That 1 s tru·e. 

And he put the heat on me so that I said, "All 
right.• And I sent it over to the White House. 
Now, that's about two weeks ago. 

Oh , I see. Then it 's too late to do anything 
about it. 

Wel l , that I don' t know, but it was about t wo 
weeks ago . 

Well , I was Just thinking about t wo f ellows like 
Hatoh and • .• • 

• 
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Wall, ot oourse , what I do here ie: all or these 
appointmente • •• • 

Yea • 

•.. . ninety-nine percent of t hem go through the Democratic Committee. 

Oh, eure, I know. 

I mean, I do l ike to appoint an Aeei etant Secre­
tary or something like that ••.• 

I think you're right on that. 

But the others -- all ot those things -- l play with the organization. 

Well , sure. 

Now, the organization wouldn't help me out any on this. 

They wouldn 1 t? 

Well , now, I didn't handle that end or 1t. Gaston did, but if you want me to -- if you had the time -­hello? 

Yes . 

I'd like to let Herbert Gaston come up and call on you and give you the whole background. 

All right. That will be just f ine. Wha t I ' m trying to do 

He -- he 1 s Aas1sta.nt ••• • 

. ..• is to patch up any ill feeling that might • •.• 
Well, I 1m •••. 

All I want to be ie helpful. I've got no par ticular interest in it only I am very fond or all three of those fellowe. 

Wall •••• 

Regraded Unclassified



T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr : 

T: 

HMJr: 

( T: 

HMJr: 

T: 

f!MJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

HMJr: 

T: 

- 4-

Connally and Hatch are both on that Special 
Committee that I had eo much trouble v1 tb ae 
you know. 

Well, I -- thie hae been a r unning tight t or 
at least eix montbe. 

I understand. 

Gaston handled it tor me here and then Connally 
put the heat on me in no uncertain terme, and I 
really had no leg t o etand on. 

I see. Well, o f oouree, I understand. 

But let Gaston -- what t i me in the morning 
ie a good time t or you? 

Oh, about ten o ' clock would be tine. 

Well , Herbert Gaston , Assi stant Secretary o f 
the Treasury, will cal l on you tomorrow at ten 
o'clock. 

All right, Henry. Fine. 

And give you the whole background. 

That will be fine. And you understand that all 

1G7 

I want to be is Just helpful to keep good feeling 
between as many Senatore as possible , and you and 
the Administration. 

Well •... 

You know what I ' m after. 

I 1d like to echo that. 

Well, all right. That's all I want to do and now 
don't consider that I'm butting in on .anything. 

No, no, no, no. 

Well, I appreciate that. 

I welcome it. 

Well , thank you. 
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Right. 

I'll be glad to talk to him. 

Thank you. 

You're welcome. 

- . , 
T " ' 

.. 
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December 12, 19~ 
2:35 p.ll. 

A man by the name ot TrUIUJl just called me up. 

What's hle namet 

Truman. 

Truman? 

Yeah. I think he comes from Missouri. 

I believe eo . 

And he wanted -- says that he vas satisfied that 
Connally would be willing to give vay to Hatch 
and •..• 

Uh hub. 

• . . . Chavez. 

Uh hub. 

So I said, well, I didn't thlnk eo. Well, to 
make a long story abort, he's trying to get the 
people together. So I told him vs sent the name 
over two weeks ago. 

Yes. 

So he wants sort or the background and I said 
that you'd be glad to call on hlm tomorrow at 
ten o'clock at hie ott1oe. 

Yes. 

Harry Truman. 

Harry Truman. 

Yeah. 

Down at the Senate. 

And give him the whole background. 

I'll give hlm the whole s tory. 
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Woul d you mind'l 

Oh, I ' ll be glad to. 

Thank you. 

All right. 

170 
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ID!Jr: 

Hello. 

Hello , Mr. Secretary. 

Theodore. 

Yea, sir. 

December 12, 19" 
3: 21 p . ll. 

Yesterday Forrestal called me up and wanted to 
know what we did in the way or awards tor 
civilians. You know1 

Yes. 

I told him that we had very handsome ones like we 
gave to Admiral King and-- I thought we'd given 
one to him -- I donTt know. 

Yes. 

Well, it seems that the President baa been riding 
the Navy Department tor the awards that they have 
been giving, you see? 

Yea. 

He wants the story ot what va do. 

Yea. 

The kind or people we give -- now, I know you have 
these very beautiful leather embossed ones, you 
know? 

That's right. 

So I said I would send him a sample ot the kind 
that we send •.•. 

Yes. 

and to whom. 

Yes. 

And then a letter sort ot explaining the plan. 
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Yes , sir. 

And I thought it you brought that over tomorrow 
morning I oould send it to him. 

Fine. I ' ll get 1t ready tor you. 

172 

We don ' t-- we're rather ohoosy aren't we to whom 
we give these special awards? 

We're ohoosy on the special but we're not eo ohooey 
on another kind that we have. 

Well, let's Just give him on the special. Huh? 

All right, sir. 

What? 

We've-- we've used altogether some twenty different 
awards and we've used them in about every olaseiti­
oation. 

Well, we'd better give him the whole plan, hadn't 
we? 

I should think it would be better to give him 
everything we've had. 

Why not give him the whole plan? 

I think that's better. 

See, what they've been doing is simply -- been 
writing some kind or a letter or commendation 
to civilians who have been working tor them. 

Yea. 
1And the Pr esident oritioized them tor some reason. 

Yes. 

So I think we'll send h1m ours. 

Fine. We'll show him the whole works. 

What? 
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HMJr: 
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We'll show him the whole thing. 

Then I thought t his: that when you come over 
tomorrow at 9:15 -- you got a message? 

Yes. 

I phoned Barth. 

Yes. 

173 

And he'll be here and then what I want you to do 
is to sell Barth on me , why I should go on t he air 
and what I should say. 

Wonderful. 

Hello? 

Yes, si r. That's tine. 

Is that fair enough? 

That ' s fa~r enough. 

Do you want to bring anybody with you? 

No, that's tantamount to an approval. 

Pardon? 

Tha t's tantamount to an approval . 

You conceited cuss! 

• 

(Laughs) Say, I have these f ront pages tor you 
and they look ewell . 

Which ones? 

Well, we took a cross-section ot some twenty-odd 
leading papers. 

Well, you can bring those over too. 

All right, sir. And then I have all this other 
ma terial when you're r eady for it. 

Right. 
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Fine. 

Thank you. 

Thank you. 
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TREASURY DEPARTMENT 

INTII:It OP'I'telr COiolloiUNICATION 

...... 
TO Secretar,y Morgenth&u December 12, 1944 

P'aow J. J. O'Connell , Jr. 

For ,your tilee 

I epoke to Speaker Ra,yburn this aftenoon 
about the legislation implementing our Bretton Wooda 
propoaale, and he stated ver,y detinitel,y thAt the 
legielation, when introduced, would be referred to 
the House Banking and Curreno,y Committee. He aaid 
thAt ,he would not for a moment entertain the idea of 
se.nding it to Foreign Utaire. 

I then called on Congressman Spence and advised 
him that hie fears are apparentl,y groundless. He wae 
quite pleased and wished me to express to ,you his 
gratificati on at ,your interest and assistance in heading 
off what might have been an effective move to hAve the 
legislation taken away from hie Committee. 
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(Signed) H. Morventh•u, Jr. 
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lJiitei D.P• inuv, ~ .. u •• 
Ju .,, 
s.l:!;.!"'lrlla staua, 
Was , D. c. 
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UNITED KINGDOM TREASURY DELEGATION -1L. .rbJ.i, 

S-60-l 

eo~t ••o 

eCN.,Aio41N '"AHICioiH WfATIOH 

WAeNU•tctTON, D,Q, 

Dear Ill" . .>ecret&cy, 

You •~ht be interest.eo to know that it bas recently been 
deciued ~ the British ~ar Cabinet to accept formally Resolution Vl of 
the llretton ilooao Coru'orence dealing wit.h enemy assets and looted 
property , and to t&lce parallel action with the u.s. Government in ll&ldng 
represen~tiona to neutral governments on this subject. It was decided 
that it would be unwiu to attempt to compel neutral governments to under­
take specific measures of the kind set out in the Resolution but that it 
should be l eft to the neutral governments themtielves to decide how the 
task can beut be carried out. 

His Majesty ' s representatives in Berne, Stockholm, Madrid , 
Lisbon, und Dublin, are accordingly being instructed to present notes to 
the governments to which they are accredited quoting the Bretton Vloods 
Resolution Vl, and stating that, •considering the llretton Woods Resolution to 
be directed to the samo vurpose as was the Declaration of London of the 5th 
Je.nuery, .1943, reg&rd.tng looted property and the Declaration which was pub­
lished by His Uajesty 1 a Treasury on the 22nd February, 1944, concerning 
gold" liis lolejeoty's Government "fully support the Resolution quoted •• • 
and now call upon yoUl' Covernment to institute such measures as will fulfil 
the ailla of the United N11tions aa expres•ed in the Resolution• . A silllilar 
approach is al so beinl! made to the Turkisb Government. 

The Honourable Hanry loiorgentbau, Jr ., 
oecretery of the Treasury, 
Washington, D.C. 

Yours sincerely, 

701.~ 
R.H. Branci. 

• 
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TREASURY DEPARTMENT 

INTER OF"F"ICE COMMUNICATION 

oAnr December 12, 
19~ 

The tiret t wo pages o f this memorandum 
diseuse the problem ot the Government security 
market and its rel ation to the Federal Reser ve, 
which I mentioned 1n the statt meeting yesterda y. 
We dleouaaed this matter with Mr. Bell7$!!t" 
this a fternoon and he agrees that aome aot1on 
should be t aken. 

Regraded Unclassified



I 

• 

TREASURY DEPARTMENT 

INTE R OFFICE COMMUNICATIO N 

TO 

180 
CONFIDEN fiAt. 

DAn DEC 1 2 1944 

SubJect : Weakn s in Certificate Market and Other Recent 
Developments in the High- grade Security Markets 

I. Recent Wealtness in Certificate Market 

Yields of Treasury certifi cates of indebtedness have 
risen sharply since September (see attached chart) , This 
weakness in the certificate market has resulted in a material 
change in the short end of the Pattern of Rates, I t i s clear 
that this change could not have taken place without the 
acquiescence of the Federal Reserve authorities, for they 
could have prevented it by following a more aggressive buying 
policy. 

The weakness in the certificate market has been associ­
a ted wi th a sharp increa se in member bank borrowing f rom t he 
Federal Reserve Banks . This borrowing increased from $S5 
millions on August 30, to a peak of $593 millions on Novem­
ber 29, at which level it was the highest 1t had been since 
early 1933· (The report for December 6 shoRs a reduction of 
$210 millions from this high - due, of course, to the War 
Loan. ) 

I n view of the previously expressed desire ·of some of 
t he Federa l Reserve authorities t hat member banks use the 
borrovdng device, at least in part , as a means of replenish­
ing their reserves, it is a reasonable inference that the 
weakeni ng in the certif i cate market has occurred as a result 
of planned F~deral Reserve policy. In our opinion, t his 
policy of encouraging borrowing by member banks is unwise, 
and tends t o weaken the tone of the market generally, 

The rise in t he yields of short certifi cates t ends, of 
course, t o isolate the bill rate and so to cut off the short 
end of the Pattern of Rates at 1/2 of 1 percent , in the f ace 
of the present small volume of bi lls i n the hands of commer­
ci al banks . On a number of occasions in t he past , the Feder­
al Reserve Quthorities have proposed that the Pattern of Rates 
be out off directly by i ncreasing the posted r ate on bills 

• 
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leoretary Morgenthau - 2 

trom 3/! to l/2 of 1 percent. Thie propo.al -- 'llh1oh ;rou 
have repeatedl;r rejected -- has been qUlescent for the paat 
eix months , but it ia significant that it baa Juet been re­
newed by Chairman B:colea as a mean• of realigning the 
Pattern of Rataa in the light of the weaknaea in the certifi­
oate market. 

Aa haa praviouel;r been auggeated, the. y1elds of abort 
oertificataa of indebtedness could be brought b&.olt into line 
with the Pattern of Rates b;r a 1110ra aggressive buy1ng policy 
on the part of the Open Market Oommittae . We believe that 
the Committee should be requested to bring back certificate 
;rields to their September 1 laval, as shown on the attached 
chart. The pressure on short certificate yields could aleo 
be ~terially leasened by increasing the Treasury bill volume, 
for as long as the banks have a aufficient supply of bills to 
sell when they need to replenieh their reserves, the;r have 
no occasion to sell oertificatee or to borrow on them. 

II. Prices of 'l'reasury Bonds and Notes 
fluctuate Narrowly 

Although the marked weakness i n certificates has not 
spread to other sectors of the market, there is some indica­
tion of a tendency in that direction. Average prioas of 
'l'reasury notes have declined slightly since September 1 . 
Taxable 'l'reasury bonds have fluctuated within a vary narrow 
price range and are currently about 4/32 below the price 
levels which prevailed at the beginning of September. 

Partially t~axempt bonds declined on the average about 
one- half point during September, but their trend since then 
has been generally upward. At the present time, prices of 
intermediate partially tax-exempts range from about one-half 
point below to about one- half point above their levels at the 
beginning of September. The longest partially tax-exempt 
issue is g/32 above ita September 1 level. 

III. Excess Reserves, Money in Circulation, and 
Federa l Reserve Ratio 

During November, excess raservaa' of member banlta aver­
aged about .1,032 millions; on December 6, the most recent 
report data , they stood at •1,364 millions. The average 
level for November is about •150 millions higher than the 
average for the preceding two months . This is due in large 
part to the tranefar of funds from privata deposita, against 

• 
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Yhioh reserves must be held, to war loan depoeits or the 
Government , against vhioh no reserves are required, in con­
nection v1 th the Sixth War Loan. Last ~lednesd&y' e t1gure 
or $1,36~ millions may well prove to be the peak ror this 
war loan 'inasmuch as the great bulk or the transactions has 
already occurred. As war loan aooounts are drawn down in 
coming weeks, th~ tendency will be to increase required 
reserves and to reduce exoeee reserves. 

The principal other raotor tending to reduce member 

18?. 

bank excess reserves hae been the increase or money in cir­
culation. Since December 31, 19~3. the volume or money in 
circulation has increased by $~.7 billions. It eeeme likely 
that the increase ror the calendar year will exceed the record 
increase or $5.0 billions during calendar 19~3. The increase 
i s the more striking in that income payments, vhioh constitute 
t he baeio determinant or the volume or oi.roulating currency, 
have increased much more eloYly this year than at any time 
during the preceding three years. 

The increase or money in circulation has also been a 
maJor cause or the more or lese steady decline in the ratio 
or the reserves or Federal Reserve Banke to their combined 
deposit and note liabilities. Thie ratio has declined about 
15 percentage points during the past year and now stands at 
49.9 percent. Its legal minimum is between 37 and 38 percent, 
but its practical minimum , ir undue apprehensi on is to be 
avoided in t he high-grade security markets, is somewhat 
higher -- perhaps ~ or ~2 percent. Like the excess reserves 
or member banks , the Federal Reserve ratio is at present en­
Joying a temporary respite rrom the downward pressure exerted 
by t he neceseity or providing additional member bank reserves. • 
Like exceee reserves , l)owever, it can be e:x;pected to resume 
its downward movement quite soon. 

IV. Moderate Strength in Corporate& and Municipals 

High-grade corporate and municipal bonds, vhioh declined 
moderately in price in the latter part or October, have 
regained, in recent weeks , the greater part ·or the October 
loeeeli. 

Attachment 
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SeoretarJ Morgentbau 

Graoe !Ull7 ea1d the Pree1dent ea1d ~ go 

ahead v1 th the aedall1on tor the 1naugu:re.t1on 

but he would llke ~ baYe the dee1gn .ubllltted 

to b1a tor b1e approYal-/-& ~ 
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December 12, 

Memorandum 

TO: Secretary !Aorgentha.u 
FROM: Mr. Ga.a t on 

194.4. 

J· 
SUBJECT : Office of War Mobilization and Reconversion 

The President announced at a press conference at 
the White House on October 3 that he had reluctantly 
signed the i ndustrial reconversion and surplus war 
property dis~osal bills, at the same time pointing out 
t he defects 1n both of them, and he announced that · 

130 

Byrnes had agreed to accept "temporarily" the position 
of Direct or of the new Office of War Mobilization and 
Reconversion set up by the new act. Last Saturday, 
December 9, Byrnes put out his work or fight order for 
the drafting of add itional men in the a~e bracket 26-37 , 
inclusive, and the A. P. said that this signalized his 
assumption of full control in the home front war effort .• 

On Wednesday of last week , December 6, Byrnes had 
announced the names of those who would fill the posit ions 
under him set up by the act and also t he ~ersonn~ of 
the War l.!obilization and Reconversion Adv1sory ~d, 
which the act creates. The division appointments are: 

Major General Lucius D. Clay, Deputy Director of 
War Programs and General Administration. General Clay 
has been in charge of the Army forces procurement ~rogram 
and has just returned to duty in Europe. Hie job 1e 
apparently to expedite the production expediters . 

J. B. hutson, President of the Commodity Credit 
Corporat ion , was named Deputy Director for Agriculture 
and is to be r esponsible for the transition of agriculture 
from war to peace. 

William Haber , Assistant Director of the War llanpower 
Commission, was appointed Adviser on Manpower Problems. 

Fred Searles of New York, formerly in Byrnes office, 
will ret urn to assist General Clay in the stimulation of 
war production. 
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The members of the Advisory Board are: 0. Max Gardner, 
Chairman, William H. Davis, Mrs . Anna Rosenberg , William 
Green, Philip Murray, T. C. Cashen, Edward A. O'Neal, 
James G. Patton, Albert H. Goss , Eric A. Johnston, George 
H. Mead and Nathaniel Dyke , Jr. This Board held a meet­
ing yesterday and announced that it would meet again 
January 9. 

In an announcement on December 6 Byrnes said t hat 
the immediate purpose of his organization was to "coordi­
nate the problems of manpower supply , production and . 
transportation to assure a maximum flow of needed munitions 
f rom the factory assembly line to the front line as long 
as may be necessary to bring about final victory. " He 
added that this would be done without overlooking "for a 
moment t he plannin~ which must be done for the transition 
from war to peace. 

The Reconver sion Act puts under Byrnes these new 
offices : Contract Settlement; Surplus War Property Board; 
Retraining and Re- employment Admin1stration. 
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SPBhll 81\'mW. l!K~ .f.IID Nllll.f.niR HI PUle RI!UD P.f.RIS rat 
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EXPECT TO GET GLIWWICB .&II! D.U. OI.Ul .uNI8B YOO IC.f. B0A11D APfftOVD 
I&VE ot AllSENCi FOR YOU TO B.IID JOlll 194~. UliQUO'l'Z 

10,15 ...... 
n.c:-ber 12, 1944 

ltill'ur7 12/U/44 
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Dl.etl'1bat.ian ot tone 
reecttna GDl7 bT ..-tal 
&J'J'&npMJit. (SJ!"' •> 

1al THI .. .All RIP\JQBI BOARD PRCM TIIB tMP 'MIJ>CII 
AN!WlA NUliBIR 204. 

Btt.eo llot ber l5 and Dec.-ber 7 appraz1M'-l7 
1.200 rehc"e pri.Dei~ f~ BW.&arta and a-ula baft 
been trantecl n- and traupcrted b7 rall b7 tba Tllrk 
autborit.iee troa IRanWl, to Paleatine. ~ tb1e l8rp 
nne ,..-:t.c~ 110¥-nt bu HWrl.T taucl tba capeoit7 of 
tba rin&).e tr.ck rail.ro.d an wbioh cml.7 two pueenpr 
\raiM are operated -~ i n e.cb direct1011 I rec~ 
tbat net. and f&'f'arable pQblioit7 now be &iftD in the 
Ullit.cl Statee to the ettarte ot the Turk Qo..r-t to 
cooperate in the aow-ut of refUCN• troa tba IUJraNI to 
Paleet.ina. I aa all tba IICil'e uxt.oua tbt.t tba Tllrk Ooftrll­
•nt thould. reotd.ft credit in tba -.rtoan prwe at tld.a 
U. for ite COOJ*&t.ift att.itlMie i n o-t1011 11Uh the 
rHCOM of rafll&•e u ite deaire to be balptul ie -
def1a1tel7 eatablieba4. 

JIIS 
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OPTfjL lp. 402 

Information recel• ed up to 10 a.a., 12th O.caaber, 1944, 

1. !!Am 

One of H,M, Deot~oyera torpedoed north ot Mursanak yeeter­
day mornllll . !low blown ott but ahip returninc to port, One ot our 
mot or 111inesweepers ained enA ounk in Scbeldt yeeterday, 2 casueltlee . 
On lOth. u.s. Destroyare in Olllt ot Genoa oerlolllly dueced an M.T.B. 
and took the crew priooner, One or H.M. Canadian Intantry ' •ndtnc 
Ships dama&ed by aine ott Piraelll, 

2, MILITARY 

!E§TER« FRONt . Troops of 7th u. s. Aray are encircltnc 
P.e ichshoveD 25 11111es north Straabourg, Eaat ot Saareauemines r icht 
flank 3rd U. S. Army has advanced up to 5 lllilea on broad trent acalnat 
light opposition. Lett flank let u.s. Aray hao advanced N.W. ot 
Duren up to 2 111il ea towards Roer . German resistance sti ffening, 
No marked increaae tlooda Ni~mecen salient , · 

IIA11• Canadian Corpa have attacked aoroas Lamone in 
sector between Ravenna and Faenza. Attock baa bad considerable 
success and wide and deep bridceheads secured, 

GBEBCE, lOth, Athens area, Early morntnc and durilll 
day ELAS made reso~ attacka throUBhout area supported by mortars 
and s.>=e field &llDS , All attacks driven ott and our troops made 
further progr ess in clearina parts ot city, No chance Petras. 

lo!iakolc 
captured v• uo••• 

Ruaaians have advanoed 10 111iles north ot 
miles of Budepeat auburbs, They heve alao 
due north BUdapest, 

~. Britioh troops hevo entered Indaw and Katha wit hout 
llltet 1ng oppoaition, 

!i?§T:!IR« F~I!T. 11th, 179 Bomber CoCIIIISnd aircratt (1 
misoing) dropped 10 tons on dam River Urtt, about 14 mil es south 
Duron, Direct bits believed, but no evidence ot aer ious damage, 
148 other R.A. F. escort ed heavy bombers (1 1111taincl bombed Osterteld 
railway centre - 502 tons and Benzol Plant - 277. 7~ Mosquitoes 
dropped 98 tons on 2 Benzol Plants Duisbur&, All theae attacks 
through cloud, 1467 U.S , heavy bomber s escorted bY 811 fighters 
attacked railway centrea Frankfurt - 804 tona 1 Hanover - 703, Gi eaaen -
?5? 1 end Cobl enz - 401!. 2 road and rail way brid&ea Mannheim- 452 and 
~nximiliansau near Kar srllhe - 354. All bolllbinc by Pathfinder 
t echnique, 14 bo..bers , 7 tichtors missing, but 3 ot lat ter believed 
1ondod Allied territory, Bad weather res t ricted tactical bo111b1lll 
but 21 medium bombers attacked canal lock catea Zutphtn, 890 air­
croft (9 missing) tlew swoopo and provided support over battle area, 
Spitfires succeastully attacked rocket sitea, Rolland, 

11th/12th, 90 Mosqu1.toes sent outo- Hanover - 38, He•burc 
28 (1 llllsstngl, other tarceta - 24, 

MEDIIEBRA~I· lOth , Bed weather roatricted operations . 
or 559 heavy bolllber~oartched only 6 (1 llliaainal attacked Klason­
rurt Railway Centro, 12 oacort1ng tightera (1 miuing) otfectinlY 
attacked railways southorn Oormany, while 253 medium bombors (3 
missinc) attacked dotencea Faenza and Bronner Pasl ar eal wi th excel­
l ent r eslllta, 1078 licht and tichter baebora operated auccelltull1 
Northern Italy. Enea, caaualtloa 5, 1, 2, Oura 8 atroratt aiaeSAI. 

•• POQ SECUBIJX 

To 7 a ••• 12th. 811ortl7 bd- aldllllllt 9 t17Uc baab• 
plotted, au ot whioh •- onrlaal. T-o roout., - ot which 
bu:at in air. 
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llliJr: 

Operator: 

Henry 
Wa llo.oe: 

IGIJr: 

w. 

I!IIJr: 

w. 
J!IIJr • 

WI 

BIIJr: 

w. 

l!IIJr • 

w. 

IDIJr: 

w. 
BIIJr: 

w. 

IDIJr • 

w. 
BIIJr 1 

w. 
I!IIJr • 

Hello . 

The Vice Protident w1l l bt ri~ht on. 

Hello, Henry. 

Hello. 

Dec•ber lll , 1144 
10rl6 a . a. 

Oh, Henry, I jus t wanted to l e t you knaw I treaondouoly 
a ppreciate the ••ry prompt and whole-souled way you w.nt 
to ...,.lc. 

Well, I thou~t t hat tho let ter •••• 

I • • • • 

•••• while it wao abort, I thou~ht it •s to tho point. 

It wao muoh -- it wao juot the very boot pooaible way . 

What? 

It wae the ver y boo t poosible way to do it. 

Yeah. 

Well, I'm goi.ng to do everything I can to go ot rair;ht 
down the lino on aaTing the Tery great values that exi s t 
there tor the thingo wh! ch you and I belieTe in. 

Fine . 

And I'& . ... 
You have had no word trom t he Preoidentf 

Absolutely none . 

I aaw Mra. Roooevelt the oame af t ernoon. 

But -- oh, I•m oure you ' ll hear t r om hi&. 

Oh, yeo , I ' m oure or that . 

'llh&tf 
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W: 
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JA!Jr: 
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'Ill 

J:!WJr: 

"' 
IDIJr: 

WI 

BliJr : 

WI 

liliJr: 

'Il l 

P.lo!Jr 1 
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I 'm aure or that . 

Suro. Well, it' a t erribly nioe or you to oall me up and •••• 

'llell, it 'a jus t one or tho • • •• 

And it you .... 

It 'a juat one or tho fineat thin&• that'& happened to .. 
in the l aat four yeara. I want you to know I apprecia t ed 
it. 

Wol l, that 'a t erribly nioe ot you but , as I aay, it'a a 
f ight that you ' ve waged and I think it ' s ot the utmoat 
importance that you bo part or Mr. Rooaevelt'e family the 
noxt four years-- in tho interest ot tho common man, that '• 
the thing. 

Tho - - well, I 'm going to do all I can to go down the lino. 

I know you will. 

or oourse, I - - hello? 

Yea . 

I ' m fully aware or what some tellon and t he " H. H." boys 
are up to . 

"R. H."f What 's tbatf 

Shall we call it tho Hannegan- Ropkins act -- t ho ll&nne&an­
Hopkina action. 

Oh, yu. 

(Laughs) I ' m fully aware or what thoy -- I oall thom tho 
"H. H." boya. 

I -- I didn't get it -- I'm a little dull. 

!!Uhf 

A little dull , but that •• a good name tor them. 

Yeah. 

I ' •• hnving m:t own t roubles wi th llannegan rir;ht now, 
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And I' n made up m;y mind we m.lr;ht juat aa well right it 
out now. 

Yep. 

And -- becauae 1 won• t be plAgued with it for four yoara . 

Right. 

Henry , how wel l do you know Worrl a Rosenthal? 

Oh, I know him pretty wel l. 

Some ot our boya are t r yinr; to i nterest him in aurplua 
property here in the Treasury. 

Ee 'a a very capable fellow. 

Yeah. Any drawbaokat 

Well , the only drawback I aee 11 -- you see, he •a a very 
rabid actor. 

Yes. 

He's a liberal. 

Yes . 

C•fini tely, ful l y, completely. He -• the chap that trhd 
to sit down and out-wait 'II ill Clayton. 

Yea . 

For •.•• 

Yea. 

198 

And he d.id A good job on it. He may have been a little -- he 
might have been a little over-aggreaaive perhaps but , you aee , 
he had come at rai&ht from buaineaa into the Government. 

Yea . 

And waa more uaed to buaineaa methode. 

Yea. 
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But I don•t eee any particular drawback• except the poaai ble - ­
pooaibly a l i t tle tendency to over -attreaaivneaa . 

Well , that can be uaetul if it•a on the liberal aide. 

Oh, he'a definitely on the liberal aide. 

Fine. Well, I'm seeing him t hi a a fternoon. Well , thank you. 

You'll f ind him a very intelligent peraon. 

Yeah. 

All r ight. 

Thank you for calling, Henry . 

Fine . 

Bye . 

Regraded Unclassified



.. 

r 

• 

UNIF!l;A'!'Iot. OF FISCAL POLICY 

Present: ~r. D. W, Bell 
Mr. l'ihi te 
1!r. 0 ' Connell 
Mr . Luxford 
llr . DuBois 
Miss Chauncey 
Mr s. J.!cHugh 

December 13, 1944 
10:45 a .m. 
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MR. BELL: (Reading memorandum entitled "Unification 
of Fiscal Policy) "Treasury control tnrough policy committees . 
The needed el~1ent of influence by the Secretary of the 
Treasury over the fisca l policies or corporations and 
agencies in the fields of industrial, agricultural, housing, 
maritime, and foreign affairs financing should be exercised • 
th t•ough a duly consti tuted committee fo r each group with 
appropriate representation at the top level of each agency 
concerned. Each committee, chairmanned by the Secretary of 
the Treasury witn veto pOVIers, would draw the framework of 
policy within which the respective financial operations are 
to be carried on . The cornnuttees' determinations on matters 
of broad fi scal poli cy should be controlling, subject , of 
course, to specific legislat ive requi~e~ents or Presi dential 
direction . 

"In addi tion, the approval of the Secret ary of the 
Treasury should be required on all financing- -capital or 
borrowing- - of corporafions owned by t~e United States in 
1·;hicn i t ha s a direct or indirect controlling interest. The 
Secretary of the Treasury would need to have a snall staff 
of experts available to carry on as liaison-- " and so fo r th. 

Then there is a committee for each one of th«n. The 
one I mentioned was on the foreign financing field . 

H.M. JR: 14Y thought ia this--! am just thinking out loud- ­
supposing we prepared today a mamorandUQ for me stating what 
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it is like, and I think wa could give the secretariat of 
this ccmwUttee to State because of the fact it has a chair­
man . 

MR. WHITE : I think it woul d bt a mistake, but if that 
is the compromise you have to make-- the secretariat is impor ­
tant--it is all right . It sets up the agenda, it calls the 
meetings, it works with t he chairman very closely . It r eally 
becomes the functionin~ group . Thai is what has happened to 
every one of the organ1zations there . 

MR. LUXFORD: That is right . 

" !l. 1.'.11ITE : They have a secretariat which is a very large 
organization . They prepare the memoranda, and the/ do the 
liaison work . All that the chairman--! wouldn' t say all, but 
what he chiefly does is preside at the meeting. 

H.M.JR: Your first statement is correct . 

l!R. BELL: Hov1 about letting him have the vice- chairman­
ship? 

H.U.JR: Your first statement is right, that is about 
all he does . 

MR. LUXFORD: I am sure we want to get a secretariat 
here under Treasury supervision . ~hat we can propose is t hat 
there be a liaison- - that t here be a secretariat to the ' 
financial committee, and as far as paper work is concerned, 
let them have it . · 

H.Y. JR: You people are confusing what I meant by the 
secretariat; I mean a secretary of the committee , 

l!R. \',HITE: The secretariat of the committee as these 
committees are set up now in State means a secretary . Be 
has a secretariat under him. That is the continuing organiza­
tion . 

H.M.JR: What can we suggest to Stettiniua that would 
make him feel that anything that would be done would be done 
wi thin the framework of foreign policy as set by the State 
Department? 
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MR. O'CONNELL: Mr . Luxford's suggestion is one possi­
bility, The committee we are talking about would operate, 
not exactly under, but certainly in connection with a larger 
committee, would it not, under State supervision on foreign 
policy? 

~R. LUXFORD: V~at they had proposed, Mr. Secretarr, 
was t wo coordinate branches of that committee, one on f1nance, 
and one on econOIIli cs generally . That would be so that 
they would both be integrated .into this matter eo that they 
would each have a voice as equals . Then you would have a joint 
secretariat that would serve us bo th. I woul dn' t mind having 
coordination in the secretariat, but you don ' t want to put 
the secretariat under the State Depar~ent steff. 

MR. DuBOIS: There is a possibility we can go back to 
the original plan we sent over. This is by no means as good, 
~r. Secretary, as what you sent to the President • 

• 
MR. VIHITE: Incidentally, that memorandum which you sent 

to the President which he O.K. 'd-- they have it mimeographed 
here and say that the President approved it , 

B.M. JR: That would be within their rights . The President 
simply said, "For your information and return to my files . " 

MR. BELL : I t wasn ' t held up at all. 

~IR. WHITE : Not as far as t he State Department is con­
cerned, no. 

H.M. JR: .I never knew--you see, I never had any answer 
between October 6 and December 9 • 

• 

YR. WHITE : That is why we stalled on this, because we 
didn't feel at liberty to take action on it . 

H.ll. JR: What •a th.is thing called the Foreign Financial 
Policy Cawni ttee? Bow waa that set up? 

YR. WHITE: They say, "Aa a result of the Secretary of 
Stat e's memorandum to the President: al though they don ' t aay 
it ia in response to what the President sent than, and, "! 
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copy of the President's memorandum and the Secretary's 
reply are attached." They say to carry that out they 
are recommending the setting up of a financial section 
of the Execut ive Committee , and then they described 
what it should be, who the membership shall be. 

H.M.JR: You mean , that is what you have done, or 
they have done? 

MR. WHITE: The Foreign Economic Committee. 

YR. BELL: Has this been approved? 

Alk. WRITE : No, t·hey are proposing it . 

H.U. JR: Excuse me. What I am asking you to do- -I 
say I propose the consideration of a foreign financial 
committee--what did I propose? What was my proposal? 
That is what I want . 

MR. WHITE : I ·will get t hat . 

(The Secretary and Mr . White leave the conference 
temporarily . ) 

20 3 

J,ffi, DuBOIS: The important difference between what 
they propose, l6r. Bell, and what we propose, to me, is 
rather fundamental. In other words, our committee was on 
a much higher level; it was a Cabinet committee. What they 
propose to set up here is on the scale of an executive 
committee; it is on a much lower level. I don't think by 
any means it is satisfactory. 

(Miss Chauncey and Mrs . McHugh enter the conference 
temporarily.) 

l.ffi . WHITE : Dan, the recommendat ion you made here 
has a much broader scope; it is much more powerful . 

MR. BELL: You mean this organization? 

Mn. ~~ITE: Yes . This covers domestic and everything . 
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KR. BELL : We are putting the fiscal thing in the whole 
over-all picture . 

YR. WHITE: I say that separate committee seems to 
have more scope--include more matters- -than I think this 
committee does . 

WR. BELL: This was not an order, just general discussion, 
you know. It waa ·oontemplated that whenever any of these 
organizations--any matter before the committee involved any 
of t hese organizations they would be called ln . 

MR. VIHI TE : Vias this Foreign Policy Financial Canmi ttee 
a part of a l arger--! t was one of a nU!Dber of canmi t tees? 

MR. BELL: We tried to do this whole thing on a 
Cabinet level, and anythin~ that involved fiscal problems, 
the Secretary would be chainnan of that Cabinet committee . 

MR. \'MITE : V.):cy isn't that committee analogous? 

~R. BELL: It is. 

MR. ~RITE : I think that i s what we are to strive for . 

MR. LUXFORD! If you lose that, you can fall back on 
the other. 

MR. WHITE: That is right, you can fall back on this 
with your own secretariat. I am not convinced of this 
business of a coordinate secretariat . 

HR. LUXFORD: We are not proposing a coordinate secretariat; 
we have our own secretariat, and 1n order to have coordination 
between the two, we can have a liaison . Our secretariat 
should inform the economic secretariat what i s going on . 

MR. BELL: I think they have to be in on it, When you 
were out or the roan I told the Secretary that it seems to me 
there are two branches involved here in making these arrange­
ments l1i th foreign fovernmenta . You can make very important 
foreign policy in f nancial dealings, and it is quite essential 
that the Secretary of State be in on it one way or the other. 
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MR. v.ll!TE: We never thought anything other than that . 

MR. DuBOIS: You can have another one of these committees 
over there if you want. I have been on a number of these 
committees. It is one thing to have a canmittee--

(Mi ss Chauncey banda the Se.cretary summary of Secretary' a 
conversation with Yr. Hull, dated July 9, 1943.) 

H.M.JR: There must be another meeting. I know thi s 
was a meeting where I waa ·alone. This is July 9' 1943, which 
I dictated, and if you will all listen--! said, Than after 
we got all through, I said, 'Look, Cordell, it is just this 
kind of thing tba t you are complaining about that 1 don't 
want to happen between your Department and mine. That 1 a wh¥ 
I came over rather than write you a letter. I'm sure you 
don ' t know that I , personally, have been chairman of just 

• this same kind of committee you outlined in your l etter. • 
I said, 'Berle, Pasvolsky and Acheson at different times 
have represented you; Wili Clayton baa represented Jones; 
and Lauch Curri e has been present, and .the Federal Reserve 
andBEW.' 

"He sai:d, ' That ' s the eame crowd,' showing be knew what 
was in the letter. I put him on notice,· I said, 'I t ake it 
fran my conversations with you t hat where we are dealing 
~ith foreign exchange, World Bank, and such matters, and 
other Treasuries, you would like me to continue to handle 
it . He said, ' Absolutely.' He said, 'Give me that letter. 
I want to look into it . I can't keep track of all these 
things .• I said, 'For whatever it's worth, I understand 
this is something t hat Barle has stimulated, He's ambitious.' 
Hull did not like that . He said, 'I can't keep track of all 
these back-scene intrigues .' He said, '.Let me have that 
l et ter back,' which I did. 

"Certainly, after giving me this diatribe on how the 
President can't keep things straightened out, when I told him 
I have been Chairman of a Commi the like this for a yeer a.nd 
reminded him how he wants me to deal with foreign financial 
matters, I don't see bow be could do anything but withdraw 
the letter. b a matter of fact, be asked me for the letter· 
back, and it will be interesting to see what happened.• 
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This is not what I r eferred to ; it is a mor e recent 
one. f~en I asked him again if he wanted i t , he turned to 
Acheson--

JR. Vill iTE: I thin.k I wae present . 

H . ~.I . JR: I guess so . Aoheeon got scar let . 

It is the result of a message he sent subsequently to 
Stettinius . 

MR. VMITE: Stettinius wa8 going over to England, I t 
was on Lend-Lease. It is the message which Stettiniua was 
upset a bout . 

~ISS CHAUNCEY : It ~as this spring, approximately . 

H.M. JR: This is sanething-- • 

MISS t:itJ.Ul,CEY : I will get that letter if you would 
like it. 

MR. WIHTE: I think that related to dollar balances, Mr . 
Secretary. I thought it ~~s lese recent then that . 

~ISS CHAL~CEY : Do you went it? 

H.M . JR: I would also like to know the letter which 
was due--

MR. WHITE: This 1168 July of ' 43. 

H.M. JR: Oh, yes . 

MR. ~~ITE : I t was later than that . 

H.U. JR: Why don't you people do this, you see, because 
t his is all fairly imfortant--spend a little time on this 
now if you oan-- I don t know what you are doing- -and .! would 
like to talk with you people about this again . I would like 
to meet again at three- thirty; I woul d like to hit it again · 
at three- thirty . 
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WR. BELL: This isn ' t a bad committee . 

MR. O'CONNF.LL: I have d.ifficulty in seeing how much 
there is to fight about . Joe f eels differently--

YR. DuBOIS: I agree we should take the other . 

MR. BELL: I think t his group is senior--the exeoutlve 
committee tnat you proposed to the President, because they are 
settin~ up a committee along the same lines as the Foreign 
Econan~c Committee. You can go to the President if necessary; 
you ~111 be the chairman of the financial section, and rep­
resentative of the Treasury Department . 

1ffi. LUXFORD: What actually happened was that the President 
took the Secretary's memorandum, ss I recall it, and from 
that paraphrased it, set ting fo r th the i deas we had and 
transmitted it to this group, who drafted it in those terms. 

MR. BELL: I think i f this i s just a proposal here, you 
might start from this and strengthen it along t he lines you 
want and get it i n the asnner you recommended to the President . 

J.ffi . \'MITE: This is an inter- departmental form of 
executive committee, and they are making the committee 
ate with Dean Acheson's committee. 

MR. BELL: On the same level? 

an 
coordin-

MR. V.HITE : Coordinate Vlith, and with their own secre­
tariate, but with the chairmanship in the Treasury . 

ll.M.JR: I would start frcxn the beginning. 

MR. BELL: Tell him about Dean Acheson's committee. 

YR. ~HITE: It is quite long. 

H.M. JR: I don't understand i t. 

llR. LUXFORD: Coul d we give you a sU!DIDary of what hap­
pened? 
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H.U.JR: I wish you would. 

lm. LUXFORD: You recall, we drafted an executive order 
that ~as taken to the President on the executive committee. 

MR. ~~ITE: That is the document you have there t hat 
you sent to the President . 

MR. DuBOIS: That was on a Cabinet level. 

MR. LUXFORD: This is the · one we wanted, and we told 
in this memorandum about France and others . 

H.M. JR: \'~hat is the date? 

~R. LUXFORD: It was right after we came back fran 
Bretton Woods . 

MR. BELL: August 19. 

J.fR. LUXFORD: NoYI, you took it over and the President 
was interested in it, and he then said, lt i don't want to send 
this over to them, but let me dictate, in effect, a memoran­
dum that would contain what you suggested, and I will shoot 
that forward so they won't know it comes from you. " 

H.M.JR: And I asked Grace Tully to get the answer . 

MR. LUXFORD: They sent this memorandum over to Hull, 
and this Foreign Economic Policy group, which is sanething 
that had been established much earlier to cover all foreign 
econanic policy, took on the job, apparently, of trying to 
work out something that would meet what the President had in 
mind and still be consi~tent with the maintenance of a Foreign 
Economi c Committee . You renember , they replied to the President 
and said, ''We have a Forei~ Economi c Policy Committee, and 
what you are doing is cutt1ng the heart out of it on the 
financial side . 

H.M.JR: In answer to my letter of the 19th, isn' t this 
Hull 's? 
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YR. LUXFORD: That ia right. Then they eat dotm to 
t ry to work out something that would give some posi~ion to 
foreign economic policy, and a specialized policy group . 
And that ie when this l ast document he mentioned, a State 
Department draft that would set up the foreign financial 
policy, grew, but with the Secretary of the Treaeury 
chairman as a co-equal . 

MR. 0' CONNELL: The only thing you have to fight about 
is, should it be at the Cabinet l evel. 

MR. VnliTE: With the secretariat at the Cabinet level-­
that is the Secretar71 s first recommendation. 

MR. LUXFORD: That is right; those are the only things. 

HX .JR: It it was at the Cabinet level and the secre­
tariat was in the Treasury, now would you coordinate it 
in State? 

.I[R. WHITE: They would be a member of tlla t committee, 
and the secretariat or secretary of the committee would inform 
this foreign economic policy group of anything that dealt 
with any of their problems . As a matter of fact , the State 
Department is on the committee . 

H,U. JR: Coul d I make a suggestion on this thing? 
Couldn t we follow the pattern that I did on this Lend-Lease 
where I picked the Secretary General, Frank Coe, but picked 
him from FEA? If they will l et me, I will rick a career 
State Dep~rtment man to be Secretary G~nera • 

MR. LUXFORD: I think with the backing you have at this 
point you can get the secretariat without any trouble. 

MR. VMITE: Again that would mean that t he secretariat 
would be over there. 

H.U.JR: No, no, no, he would work here, but I would 
pick a State Departmen t career man . He would be over here. 

MR. LUXFORD: I don 1 t think you would want that. 
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That would mean we haven't men competent 

MR. LUXFORD: We can meet their point a different way. 
What they really want is to let the Economic Policy Committee 
know what is happening in the financial canmittee, and vice 
vera«, and we can do that by letting out people exchange 
papers with that canmittee. 

·H.M.JR: V/ho would be chairman of the economic secre­
tariat? 

MR. Vffi iTE: Dean Jcheson is chairman of that Committee. 

YR. BELL: And Mr. Clayton would probe.bly take that on. 

MR. VMITE: They have a very large secretari at. I think 
they have one hundred and fifty people in their secretariat. 

(Miss Chauncey enters the conference and· hands the 
Secretary a diary book.) 

H.M.JR: This is March 13, 1944, "Secretary Hull asked: 
'Wall, how is that responsibility divided as between you and 
Mr. Crowley?': Secretary Yorgenthau said that 'Mr. Crowley 
looks to the Treasury on the matter of dollar balances, ' 
that the responsibility ought to be the Treasury's and asked 
Dean Acheson what be t houfht. Dean Acheson said that he thought 
it should be the Treasury a. Dean Acheson appeared slightly r 

embarrassed and seamed hesitant in making the response, and 
Secretary Morgenthau urged Yr. Acheson to speak frankly 
and say just how be felt on the point but Dean Acheson replied, 
'I think t hat is a!l right . I think it should be tba Treasury's 
responsibility.' • 

Here are two times, once in March and once a year before, 
that Hull said this thing should be with us. 

MR. 'Mll'l'E: They relate to two different things, which 
strengthens your case, one relates to foreign exchange, and 
this one relates to dollar balances. 

\ 
H.Af. JR: Kiss Chauncey aays you didn ' t keep a copy of 

that letter from Hull, 
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MISS CHAUNCEY: It •as addressed to you and Doctor 
White . 

H.M.JR: White is slipping . 

Those recorda are marvelous when you want to go into 
a thing like that . 

MR. LUXFORD: I don't believe anyone alee hae thet. 

H.M. JR: I know they don 't. 

MISS CHAUNCEY: You say here we don ' t have a copy of 
that l etter in our files . 

MR. ~HITE: I am not questioning you; you are questioning 
me. "The Secretary stated be would take the matter up with 
Mr . Hull personally . Secretary Hull asked him to leave the 
letter . We, therefore , do not have a copy in our riles . " 
That is right. We also never let a l etter go out without a 
copy. 

YR. LUXFOKD: Hull asked you to name the committee . 

lffi. \'.'lilTE: When we have an original we make copies . 

H.lL JR: I am just ribbing you. 

Well, look, boys why don ' t you get together. I don't 
want to be unreasonabie, you see. I would much rather be 
reasonable on the first thing, have something he could accept 
readily, you see . I still think that if this is going to be 
on a Cabinet level and I ~ going to be chairman and he is 
Secretary of State end responsible for foreign affairs, that 
he ougnt to be able to feel that he is knol'ling every minute 
what Is going on and he can guide this thing as far as foreign 
policy goes . 

l!R. WHITE : That is what be gets by being a member. 

MR. BELL: Would this be possible? You are setting up 
tnis as a proposal to set up another committee along the 
lines of the otner one . I suggest tha t Stettinius become 
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chairman of that one, and tnat you become chairman of this 
one, which pu t s lhem on an e~ual basis at the Cab1not. 
level , nnJ tha t tile Foreign .:.conomic Policy Committee be 
staffed by a secretariat at tfie State DepartMent and the 
financial one be staffed by a secretariat in the Tr easury 
Department . 

(The Socretar1 hol ds a telephone conversation with 
Secretary Pat terson, as fol lows:} 
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Operator: 

ltiJr: 

Robert 
Patterson: 

lll!Jr 1 

PI 

INJr: 

PI 

HI.!Jr' 

P: 

H!.!Jr 1 

P I 

J:ll,(Jr: 

PI 

HIIJr: 

P: 

8.1Jr: 

P: 

Go ahead . 

Hello. 

Henry. 

Yea. 

This is Bob Pa tterson. 

Hello , Bob. 

December 1~. 1944 
11:10 a ••• 

I wanted to come over and aee you about a matter, not of 
Lanedia t e importance but I've been wanting to aee you tor 
aome time •..•• 

Fine . 

•••• that we discussed, oh, a couple of months ago. 

Oh, yeah. 

On this Germany bus iness. 

Yeah. 

And l f you were free aome time around four-thirty or tour 
this afternoon, or somewhere, I'd like to make it then if 
convenient to you. 

Four o'clock would be perfect. 

I'll be o•er. 

Fine. 

Thank you. aye . 
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MR. BELL: The secr etary of tile State Department 
camnl ttee would sit in as an observer on aJ.l of rour 
oOillllli t h e meetings , and the a ecr etary of your oanni t t ee 
would si l in on the Foreign Econani o Policy Commi ttee 
meeti ngs a s an observer. 

llR. '~illiTE : You would have the advantage of having 
higher level people attend the 1.1ee tings . 

H.M. JR: I am going to have to stop now. I think he 
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has a good eu~gesti on . Why don 't you boys think about it 
and ma ke it-- JUst let me say this--this is the first time I 
am goi ng up agai nst him . He i s new, and he doesn 't want to 
go ba ck ana have the people say , "Tbe first time he went over 
to the Treasury hlorgenthau put soJtething over on him." 
wake it palatabl e and reasonable • 

..!.t. BELL: Cooperative . That is what he is trying t o 
do, appa rently. 

H.A!.JR: Yes . 
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Ted 
Gamble: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr: 

1}: 

m~Jr: 

G: 

HHJr: 

G: 

ID!Jr: 

G: 

HMJr: 

G: 

Yea, air. 
away. We 
Treasur y , 

Oh . 

December 13, 1944 
11:15 a. lll. 

I didn't come back to my orr ioe 
went into another office over in 
Alan and I ... . 

right 
the 

and had this meeti ng. 

Oh. Well, I s ent you that cli pping from the Sal timore Sun. 

Yea. 
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And I thought in this speech if you could get that to Alan , if you t hought wall of it; if we're going to make this address to the soldiers, I think we should pay th em a nice compliment on what the 
soldiers overseas have done in the way of buying bonds . 

Yea . 

And I' d like to ge t that into the broadcast. 
Fine. 

See? 

fi'lne . 

What t he soldiers and sailors in t he armed forces overseas have done. 

Yes. 

And if you think well or that, you might pr epare the figures and send Alan a memo on it. 

Fine. We ' re s ending him a memo during the day and we'll incorporate th~ t in the memo. 

And send him the cli ppi ng f r om t he Baltimore Sun. 
Right. 

Thank you. 

All r ight, sir. 
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Meeting in the Secret4ry• s Office 
December 13, 1944 

Present: 

3100 p .m. 

~ecretary V~rgenthau 
ilr. Robort Brand 
Vr . White 

l!r . Brand called at his r equest. He said he had just roturned 
i'rom Canada and Lord Koynes had wanted him to call on the Secretary 
to tell h1JII bow much he appreciated the splendid help be (Keynes) 
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b3d received from the s ecretary. Vr . Brand also intoraed the Secretary 
that they were unable to completo thei.r business in canada atring to 
the political crisis 1 'llhicb kept Pr1ll8 l.!inister King completely 
occupied, but the'( bad made a llOOd deal of progress. 

T'oe Secretary spoke to Mr. Brand about Baruch ' s attitude toward 
Lend-L-ase to Engl and and suggested that Halifax might t alk.with 
Baruch about it, 

H. D. lihite 
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December 13, 1944 
3:30 p. m. 

ESTABLISHMENT OF i FOREIGN FINiNCiiL POLICY BOiRD 

Present : Dr. White 
Mr. Luxford 
Mr. DuBois 
Mr . D. W. Bell 
Mr. 0' Connell 

H.M.JR: 0. K., gentlemen. 

~. LUXFORD: Joe has a memo here that summarize• it 
pretty well . (Mr. Luxford hands the Secretary attached 
memorandum. ) 

H.M.JR: The Execut ive Committee on Economic Foreign 
Policy -- that is in State, I take it . 

MR. LUXFORD: That is chaired by State, presently. 

MR. O' CONNELL: It is i cheson. 

MR. LUXFORD: Acheson is Chairman . 

MR. WHITE: State Department runs it . 

H.M.JR: That is si.mple enough, isn't it? If he said 
to me, "Which agencies would you have on your Committee, " 
which ones would be on this Committee? 

MR. WHITE: I suppose, State, Commerce, Fii and SEC. 

MR. D. W. BEI.L : ilso Federal Reserve Board? 

MR. LUXFORD: Treasury, State, RFC, FE!, and Export · 
Import Bank; and an observer from Budget . Theil you would 
have representatives from the Board of Governors , 
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the Office of Economic Stabilization, Surplus Property Board, 
and SEC, and other agencies may be invited to participate 
when subjects of interest to them come up. 
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H.M.JR: I tell you what you do. I need a one for him and one for me . GiTe me two copies saying, •The suggestion made by State as to who this is as follows, which is acceptable to me.• 

cop7 of thia, 
of this 
should be on 

MR. LUXFORD : On your copy or both copies? 
H.W.JR: Both copies . You could have room here iindicates end of memorandum) just to put t hat down . Suggested membership for the Finance Committee would be following . " the 

MR. BELL: "Stat e suggests the following membership which i s agreeable to the Treasury. " 

H.~.JR: I think Federal Reserve should have full member­ship . Let's say, "State Department's suggestion for membership is the foll owing. This is acceptable to me"--Then I could say t he rest of this verbally. That would be two pages. Get it into Mrs . Klotz' hands, and I could have it to~orrow for lunch. 
MR. LUXFORD : It would not t aste very good! 

H.M.JR: Why not? 

DR. WHITE: You add some salt, Lux. That will be all right! 

The one point that we wanted to make to you, in the event that Stettinius says, ~ell, I am too busl to head my Committee, and Clayton i s going to be in charge --If he wants to have at a lower level than his Committee t his other com­mittee, that is all right . But we t hought in this other Committee the advantage of having it at Cabinet level and having it specified as the Secretary of the Treasury is that it is important to strengthen that status and role of f inanci al affairs by stating that the Secretary of the Treasury is the Chairman of this Committee . 

B.I.! . JR: Mr. 'lihite, are you ta1kin& of his capacity as Chairman of t his Committee or are you leaving your rostrum to address from the floor? 
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That is what he did at Bretton Woods. One minute he 
would be Chairman of the Committee and the next minute he 
would be addressing them from the floor, but he never 
would leave this position. 

DR. WHITE : I didn't dare ! 

H.U.JR: He would stand right where he was . You never 
knew which foot he was on . 

DR. WHITE: I should have had a hat I could turn around! 

I am merely mentioning that. Though it may seem a 
slight thing, if he asks, ~y don't we have the arrangement 
we have got in which Clayton will be in charge and you can 
have a comparable committee?" We felt it would mean a good 
deal to have a formal, official status of the Secretary of 
the Treasury being i n charge of these financial matters, 
and we would lose a good deal of that if it we~e put lower 
down the line even though the Treasury had it. 

ff,M.JR: I have a good argument for him. I can say, 
"Well, Ed, I think this is so iml'ortant, if you don't mind 
I think you should head this Comnuttee, yourself. Now if 
you can't always go, you can have your alternate, but I 
think t his should be on the full Cabinet level." 
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L{R, LUY~ORD: In view of what Clayton has created already 
on the Hill i t woul d.n't be wise to have him publicly the head 
of that Committee. It would be better to have Stettiniua. 

H,M,JR: Another thing I can say, "Ed, you said so many 
things happen in State and Treasury that you and ~don't know 
about ; now if you are Chairman you get these things , and, 
after all, you and I will be made or broken as to the success 
of these two Committees. These are the two most important 
Committees in Washington." 

MR. LUXFORD: I think it ought to be an Executive Order, 
too, so it woul d be public . 

H.M.JR: Yea . 

DR. WHITE : Then I think you could use the device, 
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Mr. Secretary - -

H . ~I.JR: That carries out the policy I have laid down 
for myself - - that I would not do these things any more 
unless they are public. 

lfit. LUXFORD: Do you. want draft of order attached? 

H.M.JR: Yes. I wish you gentlemen would remember, I 
am not going to take on these things any more unless they 
a1•e public . !.lr. Churchill thanks Lord Keynes for what he 
did, and all I get is the kiss of death from Krock! I am 
just an also-ran . 

How did they ever get Crowley's name up at the top of 
the list there on that release? 

DR. \YHITE: I don't know. 
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H.M.JR: You remember, t hey came i n here and they apolo­gized for it . 

DR. ~~ITE : The way it went, from the OWI it was the same way. 

H.M.JR: Did you ever have a talk with Frank Coe or 
Lauch Currie since then? 

DR. \'IHITE : Not on that point. 

H.M.JR: On the whole thing, what happened the last couple 
of days? You said once you were going to meet them at some 
dinner and talk to them, just when I was leaving. 

DR. WHITE : Yes, we did talk about it and what I learned 
was no different from what Coe told Dan. 

MR. BELL: He didn't tell me anything . I have not seen 
hi!ll for months . 

DR. WHITE : I have forgotten who it ·was . It was 
distant enough so there were aome areas there that were not 
adequately explained. 
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B.U.JR: Now, I am awfully glad you brought up that 
Executive Order thing, because please, gentlemen, keep 
reminding me , I don ' t want to take on any ~ob for the 
President of this scope unless it i s offio1al and out in 
the open . 

MR. LUXFORD: That is right. 

B.U.JR: No more. I am not going to do any of this 
hush- hush stuff. 

DR. WHITE: One argument he may raise is about the 
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f act that this Economic Committee has to meet very frequent ­
ly, which it does . So will t his Finance Committee . Now, I 
think you can point t o the technique you used in Lend-Lease, 
of turning over probl ems to be prepared and discussed at a 
lower level in the technical Committee, and then the important 
issues and decisions would come before the larger Committee so 
they would not have to meet as often as they have been meeting, 
for example,on the Economic Committee -- t hat is, the Cabinet . 

~t. BELL: I thought that was the purpose of the 
subcommi ttee . 

MR. LUXFORD: It i s t he same as what you did on the 
Stabili zation Fund . You had the Cabinet Committee and 
Technical Committee . 

H.M.JR: Well I am not worrying. I have the arguments 
of how to sell it. I think out of this should come fre­
quent meetings between St~ttinius and ~self. Then if he 
is Chairman of his Committee and I am Chairman of mine , we 
can talk about the thin~- first hand. ind I am going to 
still try to urge him, 1f i t is not too lat e, to let 
Aches on continue to do this kind of thing. 

MR. WHITE : If Clayton is coming in for t hat 

B.M.JR: I don' t think t hey are going to confirm 
Clayton . 

MR. BELL: I would assume they would. 

MR. O' CONNELL: I don't know what happened this 
morning . 
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in g. 
MR. LUXFORD: It wasn't so good for Clayton this morn-

MR. WHITE : Why should you get in on that fight over 
there as to who should run that Committee? 

MR. BELL: That has been made public . Wouldn't it be 
pretty hard to undo? Someone told me Acheson was going to 
get out early in the spring. 

H .~ . JR: Well, is everybody happy about this thing? 

DR. WHITE : Yes . 

H.M.JR: Executive Order will be attached? 

loiR. UIXFORD: Yes . 

H.U.JR: I don ' t want to hear afterwards -- That is 
the neatest piece of work in the least time I have gotten 
out of you fellows in a long time. 

MR. O' CONNELL: We have had a rest for the last ten 
days ! 

DR. WHITE : It has been culminating for about eight 
months. 
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the l••lp thudal • '~•-wnlA • Ia 111ltl• " coerilnati tM utblUe1 et tKil 1 tt .... U ..U M til 
"' to 1t that tale a..w .. ot 'llotll a Ut111 _,_ til 
the fOPtlp ,.u., of tile UalW St&tot u fa leW 1ir 
the State Do}I&PtMate 
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December 13 , 1944 

I talked on the t elephone to Stettiniue about 

6:15 Tuesday evening a nd told him that I had th1 e 

memorandum from the Pre sident, which Hull had sent him 

three months ago, about setting up a commi ttee to 

handle inter national finance , and I want ed to disouss 

that With him when we have lunch and settle it as to 

which Department is goi ng to do it. He sa id we' d have 

no trouble about it. I also said that I 1d like to have 

hi m tell me what these two memor anda are that Winant 

prepared, according t o the paper, and deliver ed to the 

European Advisory Council , and any other moves that 

have been taken recently in regard to the future treat­

ment or Germany. He said he'd be glad t o furnish me 

wi th all or that. 
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THE SECRETARY OF STATE 

WASH I NGTON 

Dece11ber 13, 1944 

Deer Henry, 

I am greatly disappointed I could not 
accept your invitation to lWloh but I have 
been co.lled beck to teati('y before the 
Foreign Relations Committee again tomorrow. 

Just us soon as I finish on the H1ll 
you may be sure one of the first things I 
will do is t elephone you so that we can have 
a good talk on mattars or mutual interest. 

ll'i th best wishes 1 

Sincerely yours, 

Tho Konorablo 
Henry Worgenthau 

Secretary or the Treasury 
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Opera. tor: 

lliiJr: 

Bert 
Sa.ra.•an: 

llliJr: 

St 

llliJr: 

S1 

IIIJr: 

S1 

lliiJr 1 

S1 

lliiJr 1 

S1 

l!llJr: 

S: 

RMJr 1 

S: 

!fiJr 1 

S1 

HliJr 1 

Hollo . 

llr. Se.re.tl..n . 

All ri&bt . Hello. 

Yea . air. 

How are you, llr. Mor&entba.u. 

Dec ... ber lS, 194-4 
3:34 P•"• 

Fine . Ha.ve you got a.ny good e.da you •n &Ot unde~yt 

Well , we ha.ven• t had a. &cod &d in yea.ra, I &Ue••· 

Oh, you ha.d one wi th thoae &ah tre.ya. 

Yea.ht 

Mr . Rooeevelt'e cigarette a.nd •• •• 

That waen •t ba.d, was itT 

•••• Mr. Churchill'• oi,ar. 

You •••· we ba.ve a.n iDtereatlng one on the v-ll!a il Bond 
Certificate tomorrow morning. 

Well , I want -- I've been puahing •• • • 

I think you'll be intero•ted in tha.t . 

Well , I 1m tho man who ha.a boon pushing GL~blo on tha.t . 

Well , you' re goiDg to ha.ve it -- a. full page on it on 
the ba.ck page ot tomorrow aorning 's Poat. "Buy a. V-~il 
Bond for that boy in aervioe•. 

wonderful . 

2 l -~ 

It'a a whole -- there'a a. full pege on it. Alao in tonlght'a 
Timu we have an intereatln& one. It ties ill w1 th our · 
hietorioa.l Chriatma.s aerlea. I ' m sure you've aeon some or 
them. 

No , I 'll look for it . 
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S: 

BliJr: 

S: 

llli!Jr 1 

Sl 

ftllJr: 
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( 
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llliJr : 

S: 

!t.!Jr: 

S: 

HMJr: 

S: 

!IIIJr : 

S: 

l:I'IJr 1 

( 
S: 
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But I wiah you'd look at it on the baok of tonight ' • 
Timoa. 

• 
Right . 

It •a quite good. 

Now, the reason I'm calling you ia thia: what I •d like to 
find out -- we• re houaeleaa - - we have no houae -- we're on 
the atroot. 

Huh / 

228 

And if we wanted to buy a houao and furnish it, would it be 
poaaiblo through your organitation to buy - - to get furniture 
within thirty days -- beds and all that sort ot thing! 

Sure it would. 

Are you aureT 

Sure it would. That•a for you? 

For me personally. 

Yea, tndeod. 

I moan, could you get together beds and ruga ·and all that 
aort of thing? 

Well, it would depend on your requirenenta. I mean, t r they 
wore ...• 

Well, it would be 

•••• out or reach in pr ioe ,,,, 

No , no . 

•• • • and that sort of ~~in~ , of course •••• 

!IO, no, we'd be ve ry much on the aimple side. 

If they were moderately prioed and within our a bility to 
aupply, of oourse. 

I mean , you could put aano or your buyers on it for ua? 

I t ' s as good aa done. 

• 
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IIIIJr o 

S: 

!lliJr: 

St 

l!!.!Jr o 

So 

!li.!Jr o 

( 

- z -

I moan, haYe you r;ot a decorator -- interior deooratort 

Indeed I Pour of the=. 

Four ot them? 

They're pretty good , too. 

Pre tty good? 

Pretty good. 

Uh • • •• 

And I ' d be very r;lad to be or help. 

Well, that 's •••• 

And I •:n sure tho r;1 rla would. 

Well , we didn't know whether wo could or couldn't and a 
houoe has boon offered to us . It looks very nioe and •••• 

How big -- how many rooms will you-- will be •••• 

Five bedrooms in tho houso . 

Fi ve bedrooms? 

Yeah. And then a proportionate downstai rs. 

Yea h. -

But I just wanted •••• 

I don't think there will be any difficult y on it at all. 

You don't? 

22~ 

No, I'm sure we --well , wo•ll make an effort-- we'll make 
a special effor t to have it dono, and that moans that we'l l 
get it dono . 

Wonder ful . '!loll , I'll toll •••• 

We'll have aome of our rosourooa to help us on it and we'll 
toll thea who it ' s for . 

Right . 
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And I •:a sure they will help uo. They do not want to oeo 
the Secretary out on the otreet. 

Well, that•s what it amounto to. 

Well , I promiae you that you won't be out on the street. 
Now •• •• 

I mean , you hr.vo somebody th11t •a experienced enough, who 
could go up there if we bought thia house and look a t it 
and mako auggeations, and so forth? 

I 'll send our head decorator and her aasistant. 

Wonder tul . 

And they'll be a t yo•1r service at any time you want th ... 

Thank you so !llllch. 

230 

If you'll just call me, I'll go right through with it and •••• 

You aee, Ura. ~orgenthau has been aick and ahe'a just out of 
the hoapital. 

I understand ao . Ie ehe ••• • 

She's better, but the question is of trying to do thio thing 
w1 t.'l t.'le least worry for her. 

Well, I think mr.ybe we oan take a lot of that worry off your 
hands. 

Well •• • • 

And we shall 11' you juot l&y the word and tell uo when and 
where to get in touoh with you. 

Thank you. 

It's as good as dono . 

Thank you. 

Okay , Mr. ~orgenthau. Thank you for calling. 

Good bye. 
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December 13, 1944. 

Memorandum 

TO: Secretary Morgenthau 
FRO~ : Ur. Gaston 

I talked to Senator Truman in his office this 
morning about the El Paso ap~ointment . His concern 
of course is to smooth out d1fficulties and protect 
his majority for the need that will arise in t he 
new Congress . It is his belief that on account of 
the crucial matters the Foreign Relations Committee 
will have on its hands Tom Connally ought not to 
alienate , or run the risk of alienating , a single 
vote on t he floor . For that reason he thought 
Connal ly ought to make a generous gesture and yield 
this appointment to Chavez. I thought this reason-
ing entirely correct and said so . Truman will talk 
to Hatch and perhaps try to get him to act as peace­
maker . 

He wanted to know if t he fact that the nomina­
tion had already gone to the White House would not 
create a difficulty. I told him it ~ould not i f 
Connally agreed to its ~Vi thdrawal. I made it 
plain , however , that we were not to be quoted as 
taking the position that Connally ought to yield. 
Truman readily agreed to that. 
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TREASURY DEPARTMENT 

WASH INGTON 

Decer.bor 1;· , 1844 

"'o : Secretar., or e.,t' .au 

'1"1c follow11 ... is a S'XltnarJ of s1,;:11ftco.•1t develop­
e,,ts 1 n t .. ~.; rrocvrenent t nd Sttrvlus Proi;ert: ofl'1ces for 

tr .. e \·,·ae,.. enaL~ ·ecc:Dcr ., , 19~ : 

A<1~1n1stratton : 

:=rior to tUs ti· e , mana ~cment and staff services 
re1)orted of~.iclally to u.e Jtrcctor of the Office of Surplus 
F ro . .~ert:; ·me' to tlte l 1rector oi' Procurement , wnile actually 
tl':e lo:·alti as o; .ost o1' t. e e·11)lo~·eoc were naturall~,r to 
the !rector or . roc'U'S>oant . .., 1 cor.c'ltior, ; ·as t .. e pri:nary 
ca,·::e :•:r:- ~ e o ·1 1n::.'.;io!l C....'1~ co :tl:1Ual growtt". of co1peti n,;; 
3 l'V lc~s . .• t;.c or ica or .... 1 ·p't s :--ro __ >.;;rty . The or aniza­
tl · l _ os · ~ · on o. t· .c::L .:.-r> let:::: • -:s a10Y' D~en cl· r1l1ed , 
a.K it '.' 111 •. e ponslvle to cn1 sol1Ja te a' ~.i.!istrat1 "e ser­
~i ces ei: .. ctlvely . 

:-reli ' r ry ::-:;e,Js ; , e J~t. ta:·er. tc arr· 1 e for tl.e 
tr· nsl'~r o1 t .e .nr ;.o~,art o t 'i'oledo 1 er:ical •c!)Ot to the 
Tre"l::- tr:· el .. rt"':lnt , :'recurs ~nt "iv1s10l. , 1..c1uaL. detailed 
dir:!c-:;· ::ns for - CO"J l ste survey of t:vJ , .. r e£ent l.::r De:--u-t"'!ent 
op_r~ti ~. a+ that loc~tion . 

A suno~1 •san started o1' t .,_ ,lresent or an1zat1on of 
the section a~1s1gned to the stoc1 ,)llin: of strate lc and 

( cri tical :'l.tcrl"ls ·; 'tl: a vie· to 'll1n1..,1z1ng admin i s trative 
requi re ents . 

• 
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Our 1ield pro .... L.1S c~r. .)6 11 ,r.tened b~' consistent , 
systu1lat1c ,a,lc.. 6!tel1t .... t·oc,uurtls , lncludin~ the preparation 
and ·1aintcnance or a coc!pleto •anual or instructions of all 
p;.::.seu of ana. ·e·1ent opor atlons for botl. the Departmental 
a11d .rield services . 'I'lu~ •mified mana"'enent servi ce , referred 
to O.l.lovc- , will a ld e):t\>l>Si vely ln coorcina tin::; ti'te worl' of 
t1,e 'Depart.. ~ental and field of dces . Personnel for all salary 
level~ is nuedec both 11 t e ~epart~ent and i n ~he field . 

Procure ent : 

lmring this weev , we !&ave 1)urchased material valued 
o.t $, 7,: -28 , Sl 8 . 14 . T Lis fi :urc covers $36 , 826 , l b3 . 18 for 

( Lend Lease and ~i502 , 36t;; . 9C for regul ar purchases . 

·.1e 11ave C01"')leted contr·acts for 27 , 200 ,000 pounds of 
speci"l l'later p!"oor co~..talner boar d for t he manufacture of 
co,ltaln~rc to ..,e used b• t.1e ,n'·lish ~.avy . T~.ere was also 
:,>1' rch~ sed 1 or the ~n li:;;r, avy C, oOO , 000 sqt:are yards of 
v~rtou: t• .• cs of la"LJatec \.-atervrooi'in for a1rr.lane parts 
an<1 ord!!~J.cc r-ra;:>~.i!l_- :J.t a cost of . .,2, 't92, 510. 

It wzs ra.~Qrted t .. ~~ vO , OOO tarpaulins bou ht for 
"~ ~ on i10'.Ises iE :.n_ l and ·sere da':la_-cd b:, robot bombs . 

uuri n , the wee\ >"e have co:>Jpleted plans for the dis­
posal of tv.o ni llion flashlight catteries , di sposal to oe 
"''1.Ce onl:' to deal er s w.~o have purcl:ased batter les directly 
fro t .. e proc.ucer anG allo ... n ... nts will be rr.ade based upon 

(. tt.e1r 1~~2 ..-urchases . 
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·.~e have entered into contracts with several tire 
"'anufacturt!rS to ta!=e tires unfit for :::1litary use but 
repairable for civilians. _asis of contract is $30 per 
ton r .o . J . point o!' s; ip:"'lent ; sales will oe made by them 
to tire re~alr -en on tr,e oa ... is ot $40 delivered . 

\Je have renewed t.ne contract wit h S. Schapiro & Sons , 
Inc ., Saltinoro , for the disposal or 250 ,000 mattresses . 

An a·ree~ent has oeen drawn up between the Office of 
Surplus ?royerty and the ?ore! n ~conomic Administration 
wi1eret: - _4. will be res.,;onsible !or the disposal of all 
aircraft and parts 1;eculiar thereto in the Pacific ocean 
Area . 

SRlefl a, reements havo been made for the disposal of 
approxi~'ately 100 carloads of 10- ton roller type h:rdraulic 
jaC''S to the ;reducers (l.Je~ver ana l·!alker) . 

• c i1ave raceivec. a .,.,ajor co:n:;laint .:ro;;: tr.e Pi.oto 
:.evelo;Ji.l , Inc . of ~lncinnat1 on our et:.oG. of d1s,;oslng 
or ovtc..at-G ;n, ·:' .lc:. at t' ~ ,.;rese•.t tl'"':e is going back to 
tJ-,e producars or a contract ta~1s . The value of this filM 
ls ccnsideraolt; , a--nonnt1w to several million dollars . He 
will r,av.:l to det.or tine w!,eti.er or not outdated film should 
be sold ot.,er t,•O..t to producers , dS,)ecially at thi s time when 
f 11 : is oaclly n-eded . The P oto Jcvelopin .. , Inc . , clail'" 
interast in f1l ~ dated bac'•. to and includin 194~ . \!e are 
cr.ec'' in_ into t. is ,.,ro-le . 

·,;e r.;,ce 1 ved n t.-nerous co:nplaints because speculators 
wera eire tlariz1n, trade endeavoring to secure tt1e interest 
of prospectlvc pHrchasers ln natorl.als whicl. were to be sol d 
by TreaS'lry . A check of the products 1nvol ved shows that 
we have had no deal1n s with t esc o;;cculators atLd tt.at they 
.1ave ta'·en for ranted t~te fact that we would sell merchar.dise 
tc the"" or their custor.1ers . 
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The Surplus _.-,eporter , a printed tabulation of 

2, l " 
v.:l 

co:n~.oc..1 ties , ar.ounts and locations , now covers all divisions 
wi t il the exce,tio. of i.ac:·incr: and Textiles , and · .. earing 
Apparel , w:-.1cn will be taken care of thi s week . OUr field 
or~anization and the trade co~ent very favorabl y on this 
~eans of 1nformin~ prospective purchasers . 

• 
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• rtw ,. the D!r 

SU.bjoot t OonnrMtlon With lire -bert De * J t Ofte'll' 1ft 

., 

1. .u tho reqll .. t of Ill'. IIVJ)~ )lid I 4ft) la en U 

1Ato~ ob.at., I won t.o b.S• ottloo t.b.o otteao• of 

Oot.ollu l~b.. Ill'. ~ oo.14 \hat llo W ~- .,.. .... 

troa h'Uoo oa4 t.bat. b.h o'lloo"auou 011 ao oi._\U. .._. 

had ooDY1.Do04 b.1ll that. ooii4J.Uoao wore 9017 w. De lr "•'• 

poolt.lon u b.H4 of tho nato -•J-n.- nf. nrc' t• 
1.D 9lW of t.ho poUt.lool oa4 oool ob.aoo. Bo Mt.t u.t 
t.ho .,.,_nt. lA Parle -• out. of toull w1a IIDinll ..a 
weohrn h'onoo. XII - lnot.aDooo lt. b.a4 W 80 o •oau ... 

wit.h 1arco orooo of h'Uoo. 11oM ot.t.~~~pt.o 011 t.ho pan et 

Do Oaullo t o oat. 11p repreooat.at.ino 1a ot.llor ,.no ot ...._ 

b.ad boOA oit.hor r .. ht.o4 or t.ho looalltloo ooaoo:naef. ... 

refuoo4 to oooopt. t.b.o out.bori\7 of De Oaullo repzoe-~•••• 

It woo 41tfioult. in d .. of tho d .. truoUoa oauoll to 

o~UAiootlono u4 t.ruoponot.lon ua .. to rooot.a'llllab. ~ 

ed ol'd.or 1.D tho.. area a. 11r. lll&rpb.T oall t.llot. tuoo -u ... 

or h-eoo wore olt.b.or oont.rollol '117 t.b.o a.qU. .aao ft'I, 

SpoAloh Ropubllouo or, 1.D -o ooooo·, t.b.o~ lnoii)OIId'lllo 

alone to. XII Ill'. llllrp!IT' o 9i .. , earlT roo U011 or 

De Oaullo '117 the u.lt. oa4 t.b.o u.s. would b.o p to oot.o'llllab. 

hie a~at.hor1t7 lA h-aAoo. 

2. I ookod llr. JIUrp~ if undor tho ooa4it.lono p~ 

in Pnnoo ho falt. t.b.ot - obould taka Do Oaullo'o oMt.-t.o 

oeriouol)' When b.o had a ooort.o4 on onoral oooaolou \hat tiM 

Oeraan probloa oould not. bo oot.t.lod without. t.Oklnc into 

oooount h'onoh Oo'IOrnMnt. 'liowo 1n reopoot. t.o ao.,_.,. 

llr. llurpb.y ropl1od that. it. woo. n14ont. t.b.at. \b.o OW n probl­

oould not be oot.t.lo4 wit.hout roforonoo t.o Pruoo and that 

Oonoral llioonhowor hod 1.D41oot.o4 that. ho woo t.aki,. :rrono11 · 
t.roopo wlt.b. bin lnt.o oaz-., ..... t.ho oooupat.loa ftlfloo. 

Ho added that tho u.s. and the U.lt. llal ia4ioat.o4 t hoir 

wUllncnooo to ooao14or t.oldJI& h'onoo 1.D 011 \b.o 41ooi&U1ou wUII 

roaal'd t o t.ho tilt uro of OorMDT, lNt t.llat tlao 11. a. s.a. -. 

oboolat.OlT oppooof. to ULo laoluolon of J'rrn•b repN-a\1..,.. 

and W \b.uo far boon ouoooootul. ~ t.U roo- for .­

Ruooian oppoo1t1011 to J'r011ob. repreoont.oUon, llr. Jlvp~ ool4 

that. ho -• 11Mblo to at.,. 0111" oftlolal 'liWo 'IIG t.Ut. lt. 

••-d to b.1a 41ffioult. 0110Q&b. 1a oorrina t.o 4oa1o1ono wltll 

ODlT three &O'IOl'tiUDtO part.loip&tln& tb.roi!Cb. IAIJe 

) . Mr. llllrll~ ot.oh4 1a roaol'd to t.ho troat.Mn or 

Ooraan7 t.b.ot. b.o ba4 'IIOOA 9or)' 41uouraaof. ao a reoult. ot b.lo 

rooont. 9lo1t. to Wollllt._t.oa. In Waab.lnat.oa u U4 'II- -'lllo 

to dloo09or DDT -oreh foJalll.at.lon of an "-loan 0. •-• 

poUoy t.ow&No Ooraan7 oa4 b.a4 o'lloonof. oDlT an4 

'lllokorla& oa t.b.o •J•r loouo lnohof.. _ :=~•" 

ouoll 4o'lloto b.a't'o .._ b.Ml,_, u llll1illlll: II 
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'l'U tlU ba4 oOJH whc the U.s. lla4 to .U:• olee.r lh •"U111o 
on the aubJeot and to atata lt. •h•• 'llitaollt n-..aoa • 
aqllhooatlon. Aaked wbetber be d14 not •1 .. \.he aoone or 
paper a that bad been wrlttea b7 the State De,.n-at• • 
WorkiD& SeouritJ Ca.mlttee on nrloll8 aapeota or the a... 
probl .. u 1.ll4loatl•o or &O'fei'IIMnt polloJ, Ill". lll&rpq ea14 
that theae papera •eF• belac • r ltten b7 paople qAlte ~ daWa 
the l1.lle ao4 tUt all)-oae oolll4 wrlte papora oa a-a, 1111\ that 
1t waa a 4itrennt thing to uu .it aareecl to u aa.e-t 
polloJ • I auecl Mr. ll\lrpll7 wllethar he d.ld no\ -•14•1' 
t he sept•ber 22 direot1•• oa O.r.allf rr- tba .Toillt ah1ora 
ot Starr • • 1ll4loathe of .a.r1oaa Oouz m\ pollOJ ill n..-\ 
to Gemnny. Mr. HllrpllJ replied that the Saptader 22 41ron1•• 
waa only a abort-tara doouaant wbioll wolll4 ba'l'a ••1'7 Ual\o4 
appllootion an4 waa aeant to bri4&• the sap OnlJ betweoD 
the defeat and/or •~nder or O.m&Jif end the eatallllU..a\ 
ot the Tripartite Control Cmaiaai on ill Borlill. l'llrth-n, 
tbie doouaent wbioh waa i .nten4e4 to be billdlll& ~tpon the 
silitary had not Jet reoeiYed Britiah approY&l and oould aot 
therefore be conaidarad •• an ·1Datruotion to SBAIF. Be aai4 
t hat the doouaent alao o•oided 8Q1 rafarenoe to the bi11•r 
queationa that had to be settled in reapaot to 0.r.&DJ1 elloh 
a a reparati one, our oontrol o'Ver tho Ge1'118n eoonoJq, and 0111' 
•iewa on what • •• to bappan to O.r.aDJ 1ll the poat .... ar JMra. 
I a ake4 hia it, i n t hia connection, he did not conaidcr tha 
Qllabeo deohi on a_a....indioatiYe or .a.rioe.n and Britiah Oou..-nt 
agreed policy. / Ur. JlUrpby 11814 tbet he preeuaad that I waa 
reterrina to the doouaent on the ~ator&lizatlon• of O&r.aaJ• 
I r oplied that though I was not a•are or the detaUa or \.be 
Quebeo deoielon that I bad heard a&DT retaraaoaa bJ allltarJ 
and oi 'filian otrioinle bore to the etteot that the Prtao 
llinhter and the Praeident ba.d raaobed aare•ent ill r .. paet 
to oertaln eepeota or the Ooraan problea 1D ~uebeo. 
Mr. llurphJ aaid tbet th1a was trite and than aake4 - it I had 
heard t hat when t he President had been requeatet to re•i .. 
the ~ebeo daoiaion reoentlJ he had axpreaaed aaaz ... nt at 
•~•r having signed such a doouaent. Aaked t or the ao~troe or 
hie inror.ation, Mr. MUrphJ aa14 that it o ... •atral&ht froa 
the horae ' s mouth•. Ko queotione were aaked aa to the 
identitJ of the horae imol\fed. Be added tlll'ther that be 
had been nakina 1nqu1riea 1n London aaonaat oftioial 
Brithh olrolea and that i t oollld be ee1d that the Prtao 
Winiater would not bn•e aueh support i n tbia propoa1t1o~ 

4. t!r. Uurphy aeked what part Treaaur1 expeote4 to 
play in oooupation work in Clara&11J. I told h1a that aa tar 
ea I was aware no definitive arrangements had bean .ada. 
I eaked him tor Ilia •h•• on the aatter li.Dd lolr. llurphJ took 
e long whilo to r eply t hot he was JDOet anxious to worlt 
oloaalJ with ua . 

-c.:mrVJlllU'.!IS:i - ~ 

ll~ ...tlnll\jC>{l (Ul!!ir)l J 

'.~1 ,.,~~OM 

LolldciDjl(tft~ber 2/o 1944 
~IVtoflNl~ -----

Wll. H. Taylor 
11. a . 'l' reaeury Rapreaentati'fe 
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I H OO A LI"'O,.AT C O 

H AT II AN STkAUS 
l 'ltf'IIIOII"f 

Am~ricas l-<!adin,r lmkpendeni Staiion 
WffiCc.l OUIU>IJrW. 16$1 OROAO"'AY, N£W YORK 1p, N•Y • CIRCLe t •n oo 

December 13 , 1944 

Dear !drs . Klotz : 

Mr . Strbu~ thought that 

!Ar. !lor:;enthbu ought to know of this. 

Obviously there Ls more to tne story 

t han ap:Jears ln the release. 

Very t ruly yours , 

/);~;c~ ~._ 
Secretar:~ t 

Mrs . Henr~etta S. Klotz 
c/o i'lon. Henry IAor,.entilau, Jr . 
U. ::> . Trt:«->.ll'Y Depart.h?nt 
15th l>t . anu p.,nusy!vani~< Av~ . Ni\ 
\'ras:n i.n6ton, D. C. 
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FROM: .WCA PRE:3S 0£PAR'IUENT 
1657 BROAD.IAY, N Y C 19 

Circle 6 - 2200 

JOHANN"lS STZEL RESIGNS AS COt.!MENT.\TOR OF ST,,TION ~CA: 

240 

Johannes Steel , WMCA commentator for the past eight years, resigns 
from lildC" effective with the termi nation of his present agreement on 
January 2nd, 1945, he announced today (Wednesday , December lJth} , 
Reason tor tbe resignation, it was stated , was increased activities 
in both radio and newspaper work which will take him on a tour or 
liberated countries throughout Europe early next year, 

Mr. Steel 's commentaries which have been beard nightl y at ? :JO PM 
o•Jer .'ltlCA will be continued at the same time on a network basis over 
·lnotber station after January Jrd, tbus maintaining unbroken continuity 
o> !' the broadcasts, it was explained; Steel is also scheduled to do a 
,;eries of books on "The Future of Europe" to be published by Henry 
:1o1t and Company , the first of which is listed for March publication , 

Author of many bootts on cont.emoorary affairs, Steel has alv.:ays 
been known as an uncompromising foe of reaction . He is a member of 
the Overseas Press Club, member of t he Town Hall Club, the Circum­
navigators ' Club , Association or Radio News Analysts and the American 
Academy of Politi cal and Social Science . Former foreign editor or the 
New York Post and war correspondent on special ass ignment tor Liberty 
Magazine, his column "Steel Filings" is widely syndicated in American 
newspapers. 

* * 12/12/44 
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Dec . 18, l -.!44 

To : Jlr . D. V/ . Bell 
Mr . \'lh i t e 
Mr . Blough 

From: Secretary 'Morgenthe.u 

241 

Please read e.nd return with your 
cotl!llents . 
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THE WHITE HOUSE 

WASHINGTON 

December 9, 1944, 

UEWORANDUM FOR 

242 t/ 

THE SECRETARY OF THE TREASURY 

TO READ AND PLEASE RETURN 

FOR t.IY FILES. 

F. D. R. 
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Novt!tlber 141 1944. 

Your statement that tho l!.nglish said they were 

bankrupt and required J?,ooo,ooo,ooo provoked the followinG 
thour.hts: 

tercany in preparation for the !ira~< Viorld •1ar and 
Gerw;ny Wld Japan together in pruparation fo>r the s econd "orld War 
t hrough Sl'luated labor ond subsidized exports, i'loO<!&d tho export 
t>arkets or ~<ho 11 orld everywhere, reducing prices and profits and 
caus ing reduction in scales of wages and standards of living. 

During that tillle they Tttlre enabled to keep up a 

certain standard of living uncwplaininlll3 , to obtain throu~ 

t heir enforced o.xpo:-to stockpileB of necaasary •naterials und oake 
Wthappy tho J,llpulationo or the rest of the world . 

The rauovul of tho s"cated labor and subaid12ed 
exports of the~e two coWttries will enable the rest of the world 

to inc.rease employment, profits and sta.ndards o! living. The 
cartelized system fathered by C-enaany will disap1'9ar. 

24 3 
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..... Q' 14, 1944. 

beD before WOII'lc! War I tile o- were ~ 'lie 

WOII'l4 1Dil•tr~. C..,.t1t.ioD ... ptt.iD& k-. Jot. Ill-. ftN 

tllq t.ak1J1a esport arltete bw.t. tllq wuo 'llldor .. llh'C u lien. .Aa al'tiiiP, 

t!ao r•v.lt. wu t.M cnatUDc ot na• ud t11o laworiJic at t.M ete.darda at 

u...u,. 
AtWr t.lle nr, Oo~ eoca cot. 1at.o llor 1triae, tollowt 

117 Japu, ill teHDI tbe oo.pet1t1n arltete trOD "'llan4 ud MOJ'loa, an4 

d1aPf,Jia 1t.11tt here at r14iclllou prto•• .. t.r1 .. t.o -t. t.1111 11tw.t.1oa 

rltla lower •ace Malee, leact.llllllilll llo\11"8 ud ehare the work. UDnp~ 

re• v.lted. ne co•pet1ticlD oOQlc! DOt be ..t.. 

1111atner t.he aet.lce recardillc Japu ud Ge~, 1t. -t. 

c~ 1Do1Qle the J'Oitr1ot10D at their 1Dilutl1&1 ..U"f1Uee 10 u t.o 
protoDt. tla• trCII co.petiJic ill tile "Urltotl at tile 11Vl'l4 rlt.ll t11o "''lltall, 

:rr-11, Dllkh, BelalaD, ot.her aporter1 ud Olll'lel't'No fhll 110111.4 -
tile lltt.i.Da of the 901- at WdD•e 117 all rltla iller ..... prat1t.1, ~ 

illlrea•i.Da tlae u1et 't&l- at 011r ...nou. -~-. -t. t1a1e w111 be, 

1t. 11 - dUt1011J.t. t.o eq, bvt 1t. rlll be t.l'eMDdo111• 

fie QOJ'MJII ud the .Japue1e e&D be 11YC Opt>W W61tle1 u4 

.t.aDd.arde ot 11Yi.Da oe~ u cood u thq were wlln tlaq prepared tor 
'ftJ', wile t.helr llour• were lcnct' st u4 tllelr age -1•• m, bw.t. tll1 

-• ettOII'te tllet _..- 5L 2 a llr war rlll be nt ott. It repare.U. 

ill lt1Dil 1e 11-••• 1t 11101111- • M 111 llrl, tOll' at. leut. J'Ml"'• 
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lA 4euilll with tM Gel"MJJ qweation, eoa.14erat1on -t be 

pven the avro••cJSna eoUDtri•, aJI4 the 110.t 1llportut t. a-da diu 

1te effeet WUl be Oil the Bal.tic COUDtriea, Polud, Cs..-JAYatia aJI4 

tile Ba:ur.an., I u DOt able to aq, .tU •• an *at tile clnalllla 11p1a 

tile Ger.D MODOIIT '117 Ruaia will bee It tllq wurt. Genul labor, ~ 

t. DO reuon •IQ' tllq aloolWl not get it 1n certein e1ro-tanc• aJI4 'lllllllw 

proper coD41t1ona. !llq -t 1•t a eertein ucnart ot •teriala troa GeraiiiJ 

tor tlleir MOIIOIITo all of the CO'IIDtri .. wllicla 4eal.t witlo GwaD;T -t be 

cona14ere4, part.iaular~ aa repr4a tile coal •llielo tloq reee1..-. lhR 

tl!ere 1a plant7 ot tlaat tor tlls aJI4 the Gen&na. .l atul7 ot t.be G81'11Ul 

eeoJ10117 o..Pt to be ade, eapeciall7 of tlt.eir enats aJI4 a11b.titwta 

•teriala, elonieala aDd ateel. 

lllgliah eeon0117 1111at 'De ablli .. tor the pvpoae of ••eina 
llow tar ballhMI 1n tlaeir methode ot produotion aDd 41atribut1on thq are. 

Tllere 1a no r ... on w11J the ll1lllr aJI4 Saar witlo tloeir ..autaet.'lll'inl reaoveea .. 
alaould not be put llllder Englielo or Joint ccmtrol. Thia wolWl give eoal, 

coke aJI4 iron, aDd ohellical produte ot n.at ucn.ita to be di'ri.d .. aa 

deteJ'Idne4. 

Witll the 1ncreaae4 prod~~eti .. upu1t:y that will eoae. to 

other ca.mtriee, with Ge~ aDd .Japan reetrietecl to tloeir on neecla Ull 

tile nece .. 1t1 .. ot the ~ tllat tlle7 han 4eatrQJe4, 1DOreeae4 ~orlt 

Ull protite will oo• •-•-.-mtriea, part.inlar~ tile d__.uiea. 

'l'llia will &1Ye plent7 ot ,.. liQ, C 1 tor .a,r, .a,r JMn to -•• ud 

iacreu .. wage atuaardae 
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Ia tlieeu.U, t.De ll:!acl' all ruullitetica, -Uentla Will 

llue to be &bee to tile poeltloa till t a.,lalld llu a~ takee abovt foretca 

or alia iln'e1~te. '1'1187 llan Dot 1A4-.lc .. ill trM aterprlle or «ape• 

tltlOil, b\lt lla•e ~ .. it ill ot.ller -trlea, 

Htll taU lllacna14 wo 10 a 4eten!atlcm to •tUliall wlWa 

.t.b'l .. a eo1111t%7 where ref\lc- eu 10 hoa all. eomtri .. u4 ~ a.-a 

wll- tbe7 Mil 4enlop aloa& 1111• otber t.ll&D tllo" prna11h& ill tllalr 

1o0M ecnmtrha • • •• tllllt .. Stet.. ot J.hiea, •n HtlloU ct tr&~~aporta­

tlcm, ac.mudoatlona aDd bnl- Will opm 'Ill' .,..t areu oapabh ct 

eupportizl& lite, 

ot prhe ilrportalloe to 111 ADd tbe nole world t. tile herlou 

eo~. We lien a 11-.se debt w}olcll -t be retlrM. Partiaular at tetlt1CG 

Will llan to be &iven t o the firlt t• 78&r1 after tbe war wbera lar&e uoo'llllte 

of boJida will be ott ere• tor Mle, Tile olll7 wq I lr:Dow tbat tbt. MD be 

llall4le4 w1lel7 11 b7 tuat1011, whlob will take 'liP ill tbe flr1t tell 7ear1 

all. tbe boll4a tbat w1ll be otf wrt!Cl tor eale, It 11 'llllelue to lien tile 

ballb or tile 'l'reu\lr7 ~ t.llft beea'lllle that WOill.4 CGl7 MaD lllor-.e .. lllthtiCil. 

Ia orter to •eet t.ll1e e1tuat1on all4 to &in aD t.petq to 

tree ellterprile, I .Uigeet that 1Mt ... ct IOilli illto a - tax !X'Oiftllt n 

ehol:ll4 beok ott trora wbat we bave 40118. 

Sere 11 llbat I auuut • 

Par tile tiret 78V after tile war tllere allow.ld be 110 •llnp, 

fila 11m 7&er tile lut tax.. allo1114 be ~ ... 

'l'lro 7eara after ~. 2~ ot tile JX"niOIUI tax prOCJ'UI, whilll 

wu tile larsut 0118, allollld be tab11 ott, Alii eau •-... iDe wo 7MM 

a~~otllor 2~ ucnal4 be taken oft eo tllat at t.ba &D4 ot 111M 7eara 7ft 
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will .. t bau to tile tax J!I'OP"U ot Ia 

tile Muts..., tMre w1ll llan Mu .oUe~ •a.P to ~ -

tlOO,ooo,ooo,ooo ot tile 4ut. 1'11• b&laDoe ot the 4e'bt tile t..wruoe 

oo.puloa Uld bub 81101114 be &lad to kMp u4 wo'lll4 aoll at •-14•rable 

Jll'fti•• lDII ... , tile &OYenMJ~t wOIIl4 be able to Nta at lAinr 

htereat ratea tllu tile lq-tiae boDda boer. 

1'11• followlJI& re .. lte wo'lll.4 flow -

Tllb •01114 teke eare of the boala aD4 tile tax Pl'OP'U 

u4 e~~able people to plaD for tile 7e&r& to cc.o. 

•- ~ th1a ot wl:de.ll I llan apoka cu be ot ezq a't'&ll 

'all]. .. , it ie warkod && a part ot tile ge110ral plaD. 
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rmwu pmrqnp• S1 ntr-A!ITRIA ''P ummp 

4mzoUIIII.illg oo•trt• atit.W t.o Cor\lou SUit.ail' ... 

a. .. ia •• -t. 'bM- ~ Balt.ia ~teet (J'telepf' Polull, C~, 
.. l!rane u4 OrMN) 

nat. part. or parte elaollld emzoadillg oollllt.ri .. ol>tah a - t.laq .u.t.e1a t.lae- ~•eioDet 

Opti011 of iDMbit&Dte. 

~ll 'htlenee be nbclhU .. err r-s& u nolet 

Bow elaall it. M gonn .. t 
a. ll111t.&r7 tor I 7...,., 
be TIMD ei'fillAD tor I 78&re! 
o. Gradll&l.]T 1:17 Ce:raJIT! 

'lla&t. dau.gq elaall G~ paJ1 Bowt !o Oo.t Wit.la lallor err •teri.alat 
All Gena~~ printe propert7 ebroad -t be liq.SUW tor Reparatiou. 

Gez.u iDdwtrT -t be earehJ.lT wateW, eo u aot t.o perait war preparatioDe, eitller ill MllJIOftl' or 1Ddutr7• Ia ao oire-t&uH -t 0~ pq ill kiM to uq oolmtq, ueept for repdl' u4 rebutldtng -- DDt for aport. (EDell' attar I 7eare) 

Rlleeia, lll&l&Dd, France, lo ... a;r, B•lci•, Bollalld - all liAitecl. Jatiou - -tile Ullited Statee an t.o repdl' 4&acee t.o ee~ ud ••t -IIPlo7MDt prolll-. 

!J.ie breathill& epell againet •neat• labor• aDd nbeidiaecl aport for teD 78&re will penoit Gerau to lin u well u tk&T ci.U 111l1le preparillg for war. 
All aport& and s.porta -.t be earehJ.l7 watelledo 

Rutrutioa ~ GeNU (ud Jap) aport& rill raiee prie .. , profit. ud •ol­of procluctioa ~ t.lae Uldtecl laticu. 

l or .beriea, Rueda, lll&l&Dd, :rran .. , Bollud, lorwq, DeMrk, u4 Bela1• t.la1e will - hJ.l. npl.oJMilt at aoot prioee • 

.lt tM eD4 of tile d-d•, not leee t.laan 100,000,000 ud, perllape, 150,000,000 ot Go•erDMilt 'llollde 11&7 be r etired with ree'Dl.tillg benefit& • 

.beriea ean reeterre epf eztd J.er eld.llt7 t.o help t.lae worU b7 ~le u4 pnoept0 
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BERNARD M. BARUCH 
597 Madison Avenue 
New York 22, N. Y. 

December 13, 1944. 

Mr . John W. Pehle , 
Executive Off ice of the President, 
War Refugee Board, 
Washington , D.C. 

My dear John Pehle: 

That was a fine job you did 

on German Extermination Camps . It is 

quite necessary that that be kept in 

mind when the Germans have to be taken 

in hand. 

Sincer ely yours, 

/s/ B. M. Ba ruch 

24') 
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EXECU11VE OFfiCE OF THE PIB"81T 

WM ltUUOII IOAID 

WASHN010H 25, D. C. 

DEC 13 1944 

My dear Mr. Secretary: 

I am pl eased t o eend you herewith a copy 

or the r eport or the War Ref ugee Board for the week 

of November 2? to December 2, 1944, 

Very truly yours, 

The Honorable, 

The Secretary or the Treasury . 

Enclosure , 

250 
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Report ot the War Ret~gee Board 
tor the Week ot November 27 to December 2, 19tt 

SIWATION IN HUNGARY 

Repreeentative McClelland cabled ue that the Swi11 Miniet1r to 
B~apest had brought to Bern a report that some 7,000 peraon1 
oompoeed ot tuily gro~ps holding Paleetine oertitioat11 are 
ready to leave tor Switzerland. According to this report! they 
have all the necessary papers inol~ing German tran1it v sae 
and, while lack ot traneportation prevente their departure, t~y 
are relatively unmolested and are exempted trom toroed ~abor 
service, as are all persons in possession ot Swi1a 'protective• 
documents. It was pointed o~t that, altho~gh , in view ot the 
military ait~ation, the Germans are not likely to decide to 
allot rolling stock tor their transportation! at least they are 
not being deported. In a later cable, MoCle land advised ~ot 
a wire dated November 27 which the Swiss Political Department 
reoeived from Hungary reporting that the Swiea Legation 1D 
B~apest 1e assembling a tirst trainload ot 700 Hungarian J ewe 
in possession ot Swiss entry visas and Palestine oertiticatee. 
It was indicated that these persons are close relatives ot 
persons in Switzerland and the Swies are now negotiating with 
the Wehrmacht with a view to obtaining the neoeeaary rolling 

a took. 

It was also reported that acme 4,600 persona with Swedieh 
protective doo~menta have not aa yet been granted German traneit 

visas, so that their departure trcm Hungary is even more do~bt­
t~ than that ot those vi th Swiss dooWIIenta. 

~ 
In connection with the possible emigration ot 8,000 Jews from 
Hungary to Switzerland and our raq~eat tor information as to 
the total nWIIber oJ Jewish ret~gees ·now in Switzerland and the 
numbers holding Palestine certificates, valid visas to any other 

countries or valid paesports ot countries to which they can · 

safely return, McClelland reported that there are 1n Switzerland 

approximately 42 000 •oivilian emigrants• (those who entered 
prior to Aug~at 1, 1942) and retug11a (those who entered-attar 

that datei mainly illegally). This number is exclusive ot some 
40 1 000 m1 1tary internees and abo~t 13,000 French and Italian 
re~ee children recently admitted trom the Beltort and Val 
Doaaola ragione and is oompoead ot rspatriablee and unrepatriablee, 

ae tollowal 

Repatriablea: 

Italiane 
French, inol~ing Alaatiane 
D~tch 
Yugoslavs 

9,800 
6,332 
1,296 
1,200 
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Belgians 
Hungarians 
Czechoslovaks 

- 2 -

Others of various nationalities 

Unrepatriableat 

Former Germane and Austrians, almost 
all stateless, 85% Jews 

Poles, maJority stateless, 85% Jews 
Former Czechs all stateless Jews 
Former Hungarians , all stateless Jews 
Others of various former nationalitiee, 

now s tateless 

580 
•eo 
600 

252 

5.QQQ 2•,187 

~,720 
6,700 

500 
200 

500 17,620 

Apparently, eo% of the first four groupe of repatriablea are 
Jewish, but the number of Jews included in the last four such 
groupe was not indicated. The ma,tority of the last group of 
unrepatriables are presumably Jewish. About 230 persons preaeDtly 
in Switzerland hold valid Palestine certificates, and in a 
negligible number of isolated cases valid visas for ov.ereeae 
emigration are held, mainly for South American countries. 

With reepeot to t he matter of arranging tor their prompt evacua­
tion elsewhere to relieve the problems with which the Swiss would 
be faced in the event of the entry of a group of 8 1 000 Hungarian 
Jewish refugees into Switzerland, Assistant Secretary of War 
l~cOloy advised us that appropriate military authcr ities in the 
Theater have been informed that the United Nations Relief and 
Rehabilitation Administration has agreed in principle to the 
reception and care of the group in an appropriate UNRRA camp 
and that arrangements c oneistent with military exigencies should 
be made to provide transit for the group t hrough France and 
acroee water to bring them to their destination. Incident to 
the possibility of a request by the Board that the refugees 
involved be housed at Ph1lippeville, the Acting Director General 
of UNRRA wrote us that he i s undertaking an inquiry into the 
situation which will arise in such an eventuality. 

A cable from Ambassador Hayes in Madrid contained the information 
that the Spanish Legation at Budapest was successful in extending 
the protection of Spain to 300 Jews in Budapest. Moreover, it 
was stated the Legation has issued to other Jews 2,000 letters 
of protection whioh eo tar have made it possible for the holders 
sucoesafully to avoid deportation or internment. These persona 
were reported by the Legation to be ~onoentrated in "determined" 
houses in Budapest pending poesibilities tor their transfer to a 
foreign ccuntry. Ambassador Hayes pointed out that it was not 
clear in the communication from the Spanish Legation to the 
Spanish Foreign Office in Madrid whether the numbere of Jews 
referred to in this report included the 700 persons to be 
given visas for Spanish Morocco. 
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Representative KatLki cabled us the substance of reports reaching 
the Jewish Agency representative in Ietanbul from Geneva1 accord­
ing to which the position or the remainder ot Hungarian Jewry . 
has reached a climax and deportatione to Germany ban been 
proceeding very actively during recent days, the deportees being 
forced to travel on toot, The proJect tor the emigration or 
6 , 000 Palestine certificate holdera was said to have again been 
stopped. A report reoeived from a private aouroe through our 
Legation in Lisbon stated that 60,000 men and women have been 
deported !rom Budapest ainoe the end ot October and are being 
marched about thirty kilometers per day in the direction ot 
Vienna. The Joint Dis tribution Committee representative in 
Switzerland is attempting to supply them with tood , 

SITUATION IN SLOVAKIA 

A report whioh we received !rom a private organization through 
ou.r representative in Bern indi cated that the number or Jewa 
with American and Latin-American documents who were originally 
housed at Marianka was about l , OOO, It was stated that the 
deportation trains whioh removed all but some ~00 persona troa 
the oamp at Sered about the middle or October departed northwards, 
probably to Auschwitz. According to a report which reached 
Switzerland on November 15, the rest or the Jews at Sered and 
Mari anka have all been deported in the meantime and legally no 
Jews remain in German-occupied Slovakia. 

Our Legation in Bern cabled us that an ottioial Bratielava 
communique dated November 2l d1reoted all Jews residing in ~e 
Slovak capital to prepare tor transfer to Sered, and declared 
that the complete elimination ot Jews !rom Bratislava was ordered 
to meet the demands or Slovak nationalists . 

SITUATION IN RUMANIA 

Representative Xatzki forwarded to us information which he 
received concerning the visit or a delegation or the International 
Red Cross , led by Dr. Ernst Marton, to North Transylvania. Ac­
cording to the report or the delegation 142,000 or the 150,000 
Jews who formerly lived in North Traneyivania have been deported 
to Germany an~ Poland. Only 6 ooo J ewe were round. by the 
delegatee{ including 1,200 1n A;ad, 1,050 in CluJ, and smaller 
number• e sewhere. The Jewish Communitiea 1n these cities 
formerly numbered thousands or persona . It was said that the 
greater part of the Jews still alive eaoaped !rom roroed labor 
battalions to the Soviet ~roops. Thoae who were able to return 
to their plaoea or abode found neither their tamiliea nor the1r 
homes , and Jewish communal institutions have been deetroyed. 
The delegation has taken measure• (or the protection or the 
aeaeta or deportees, and the visit or the delegation baa given 
the remaining Jews encouragement to make artorts to reorganize 
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and reconstitute their communities. It was indicated that a 
new delegation or Intercross will proceed to liberatedareas ot 
Hungary and Czechoslovakia. 

EVACUATIONS THROUGH TURKEY 

81noe it is believed desirable that rescue possibilities !rom 
oocupied territories through Bulgaria and Rumania be explored 
as soon as possible, Representative Xattki has been authorized 
to prooeed to those countries as soon as the Department ot State 
arranges the necessary travel permits. 

Palestine Certitioatea 

We advised Representative Kattki that, while we have not 
been able to obtain a tull clarification .ot the policy to be 
expected with the new quotas for Jewish immigration to Palestine, 
it is our impression that the new allocations will not prevent 
the granting ot Palestine certificates to persons 1n enemy-con­
trolled territory. 

EVACUATION OF SEPHARDIC JEWS 

Ambassador Hayes informed us that the Embassy has received from 
the Spanish Foreign Ottice of ficial confirmation that appropriate 
instructions have been sent to the Spanish Legation in Bern to 
seek the collaboration or the Swiss Government in the ettorts ot 
the Spanish Embassy in Berlin to obtain the release and transfer 
to Swiss territory of the group of 155 Sephardio Jews at Camp 
Bergen Belaen, · 

RELEASE OF EYE-WITNESS REPORTS ON GERMAN EXTERMINATION CAMPS 

The eye-witness aooounts or Auschwitz and Birkenau which the 

254 

Board received through Representative McClelland in Bern were 
·released to the public on November 26, News dispatches on the 
release were carried in 83 newspapers throughout the Unit&d States. 
Editorials appeared in 24 newspapers. Special articles, includ­
ing syndicated columna and Sunday supplement articles, are 
continuing to appear and several radio programs have Dean 
devoted to diacueaiona or the reports. The Russian Preas carried 
a prominent release on the accounts and press reports !rom Moscow 
indicate that our release was introduced into the record 1n the 
recent Lublin trial ot war criminals, War Refugee Board Repre­
aentative Mann in London reports that the British press has 
given the account wide coverage. Copies or the reports were 
sent by O.W.I. to ita outposts all over the world and, through 
the Coordinator ot Inter-American Affaire, copies were aent 
to all South American countries. The Board continues to receive 
numerous requests trom the public tor copies or the release. 
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CULl TO A"""'4M'f' QUI'rO, ICIW)(Jl 

'!be follOIIiJI& i e tbe •~ 11/f a cable trca .11 te•17 l;DDdoa, dated 
DIO-.ber 9. 

Quor& The Cblet B•*• .. 1.111- ... ......,, eo.-u •• 
recei'flld trca-stoclr:hola a cable eta\ille Souadoriaa pueparie 
valicli tJ expiree ill JaDII&r;r &Del eelrt "I Solladoriaa Pneiclellt 
be uked to autbori .. oo-&1 8\ookbola mew validi\;r ot pan­
porte ani 1118\ruct tbl proteot4Dc powr to protaot. illltened 
holder• of euch puepcrta, :tllter-gOft~ntal. oa.S.t.tee 
-.de inquir7 of I!ICuadoric llllnieter bere wbo etatecl that 
etepe h..,• been take · t o prnwQt un 1a Jl'rance of nob p­
pcrte legall;r inYalid, llinieter 1e goinc tblre •- t.o dUo­
cue• aatter with ~h ()Oft~. H• eaya ao etepe baw 
been taan to-mnlidate paeeporte helcl b;r people ill ,....., 
or ene!Q' occupiecl terr1tor7, but a ll pa88port& valid o~ 
t or one :rear unlAo•• prolaacect. IOC hae ulc8cl llliJI1.8_ter to 
uk bia gOYe~t t.o proloac all Bcuadorian puaport.l belcl 
b:r Jna in Ge1'lllaD gr Genua occupied te~. Boerd and 
Department mq want t.o coneider taking Up aa\ter with lclllldorian 
(10Yil'ID8Dt and requut.ing tnat all pueporte though i.rreplarl7 
ieeued be prolonged and none invllidated aot efta i n liberated 
areaa aince tbia it knolm. to Germane llight prejudice an;r pro­
tection now accorcled t o holder• b,r Germane. UNQUarE 

Departollent &Del 801rcl would appr1oiate your approaching I!ICuadoran official.e 
with a Yin to ~aeuring tblt I!ICuadoran coneul1 in stocllhol.a ancl a~ otblr appropri­
ate plac .. bl instructed tor,_ valiclity of all panporte iuued in till - ot 
Ecuailor t o an;r pro~pectiYI YictiM at IIWII,T pereecutioo 11ho were lut ~ to bl 
in •~-controlled territoq, and tblt protect.inc pGnr of I!ICU&dllr be intoned 
thereof and inlltructed to protect holdere of 1uch pa1eporte interl*l or otbarw1ae 
held b.r the ene-.r. In Yin of poseible effect 011 Ol~;r, pleue aleo Nq-t. 
Ecuadoran off icial.a t o p01tpone invalidatiOD of 1uch puaporta in liberated areou, 
ewn it the:r were U.gularl:r i81ued1 unti l euch tiae u thie co11ld be cloae witbout 
j eopardiling eatet:r of boldere of eia:ll.ar doc._nte UDder ,,_., control. 

10r20 a.a. 
DIOellber 13, 1944 
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CABLI TO Aii!RICAN LIO.l'rl OI, CAIRO, PRCIIlQR RIPWD BOARD. 

Ref•r.ac• our )461 of IIOftDr 29 and your 3666 of l)laiUn 5, 

pl- ddiftr fall.Oid.JII •eaap t o OQ41a au-, Socaw 4•&-.. , 

91 Sb&ria &l 11.111n raricla, Cairo, he. w. •· LN'fitt ot .-.ncaa ~b 

Jo:lnt Dlatributioo c-ltW.t 

IIJCYI'E GJW'IPtJL YOOR .IJID BARCII O!QlQ!8 BDISCB CAlLI WHICH 
U RELAIBD TO JfJS&fli SCIIIURTZ I N UlJID<II JI'CII IMm!lUft ACfi(If. 
YOU WILL HEAR FROII 10:11 SOOIIB8T. U AJIXIOOS Ill f7 ll'!'IOJ'f 
HELP THIS EIEROEIICY. JW>PI KNaJ !mPrUN Jllll8 I'RBP.AIIID 
PARTICIP.UE. UNQUCil'& 

1a45 P••· 
DK..t..r 131 1944 

Rl:lrUt7 12/12/44 

.. 
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llUtftbut.1c ot .... 
J 1' '"C onl7 bJ" OIJ f el 

wt r rt. (WI W) 

Jl I J.a0 1944 

8, 9 p.a., pqe 1 UIW 7 , I- "nnlt (1~ not)• H u 

to nll4 • it ill not ( npea\ed not) I I II • ., W 
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Pl-• deliwr fallowiJIS -••se to JUdah ~~agnaa t rc. 11. A. LNY1tt 

of .-aricau Jewiah Joint D1atr1but1ou Co..ittae1 

QUa.r& PL&ASB C.&Btl D' POSSIIW& BIF(J{B IBCIIIBIIR l8 TO!'AL 18TDIA1'Btl 
.WOO!ll'S STILL DUB FROII US Fell SEA, RAIL TRAiiSJ'mTATICII TO ISTANBUL 
IWNTENAJICii: ISTANBUL, RAIL TRANSPa!TAXION ISTANBUL TO PALIBTDII 

258 

ALSO ADDITIONAL ESTIII.U'ED TOTAL R!QliiiUII&HTS BRM•IIIDIR THIB DAR 
CRER Allll ABOVB 200,000 J'(lUNM YOUR !'l!tlBI!B!!R 2 I'QI SEA 1'!WBPCJITA1'Ial 
!"<It 3350 IIIOlWil'S. UHQU01'I 

l0s20 a .a . 
Deceaber lJ, 1944 

llDI'\lr)' 12/12/ 44 
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CABlB TO AIIBRICAH UGATIOII, BBRN, Pat llll (!t.IJUII)1 n<1111AR 1t1rUC8 ....,. 

Ple ... da1har foUawiDC unap to I- stel'llbucll, It• Gell, tr.. 

Jlablna .&ron I(Dt1ar Nld jbrab&a !Jil•nowf.ta of Vaa.d Ballatula lller.-..q 

(Jiarl PLEAS~ CABLB TO OS om LIS1' f7 PRII!TP1Pf PBR8011S 
IJICLUm!D I N 1355 PIQI80IIS AND SIND US (;(M'UH LIST ~ ALL 
VU AIRIIAIL. RBCIUVID YOURS at I)lt'!IIIMR 7 CA.ar liM !8'UIID 
WHY OUR I NS'l'RUCTIVE !J&'lStlll NOr Sltfl' TO s:DIII.1aiiCZ WI'1'II 
106, 8.)6 SWISS PIWICS SINCB DISTRIBUTION SCIIBIII OIVII WI'fll PUICIJJ 
IJIQUIRB IN POU.SH BVBW5I IF NECBS8ARY WIU. RU1A!, CIRD'nL 
AIWISI!S US THAt IW'EDmOII OF SA.LVADOO OCGU.a!S IC.&DD C&lfll01' 
GiilA!lRSWID !lEAS~ PaasB I IIVESTIGU! ADVISI. US. 1IJIQ1J(Ift 

THIS IS 'IRB BBIUI CABL& NO. ~ 

3sl.5 p.a. 
Dacubar 13, 1944 
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PlMH dellnr tt. tollowini •••as• to Josepb SC-.rt. fro. 

)1(, &. La&'fitt, jjlarican Jewieh JOint Dletr1but1on c-s.•t.eet 

QUO!'B WB RBIIITTDIO NUT DUB $250, 000 FOR RBLDP NUD8 l'ltAD 
FQl IJ!'CIUIRRR AJII) pj01000 Fat LOAN lWI8l S'r(l> • QABIC) 
PASSIWI c.t.IRO NOT {REPUT NOT) TO fROCBBD LONDOif SIIICI !00 liAr 
NOT RBTURN LOND<lf !'OR 8KVBRAL IIOHTIIS AND 'liS S1'ILL lW'&'fllj) 
DAILY CI.IWWICE HIS IN'l'RY RBUIWIU STOP 'liS R<H OUR We I" 
RIAC!IKD HD1 CAIRO BIFOR& HIS Im'ARTURB S'l'OP CAll IOO SDD 118 
lWI!S 135 5 ll1ll«WU.Uf JIIE JUST AlllliVBD SlllTZBRL.UID S'l'OP • 
ALL PUWIBD WITH U'l'BIIDo\NCE AND SPIRIT OUR .utJ1J1L IEBTIIIO IJIQIO!'B 

4tl5 P••• 
Deceaber 13, 1944 

P'lhbd U/13/44 
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I" :fS,. anl7 b7 8pMd e) 

.... '· (••• •> Dat.d DID ' 13, 14)44 

a.o•ct ,,49 P·•· 

a J.w ulcad botb 9lr1u autbar1 U.. .act laiC 

to killcll.J obta1n tbrOQib UJdr ~- .... II 

tat.1caa 111 lh'w,peet wtaw- w-u.. tlll!r au 

~ .. '-rrat •tat.u. ot Spea•'lb ~ 8114 

.na,- Y1a bol' 18 1JI a+~, -.p8"1ell7 q-'-1011 
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~ed1nl 0111.7 b,r llp"1e) 

&rTq-t. (•**I W) Dated :0.01 '•• 1)1 1944 

a.o•ct SaSO P•*• 

Al:c<a"dUlc to t.rll8tworthT report~~ rece1wcl 
lateq fro+ lUtozwr and ICRCS Jllw!op-t clelepte, 
there 1e fair chuce of 2 \reina of ftiarat.iDc 
Bwlgerian J... each cont.Uninc b-aa 700 to 1000 
persC~W, beinc able to leaw &!d•p"'rt at thia tiM. 
» reporte4 in CNl' 7845, one \rain will caae to 
Sllitserlal!d brtqpnc, u +&in cat.ec-.a, 8111•• ..Ua 
holcSer• (cloe• raletiw• in Sllit•rlal!d) and hol.cl8re 
of P&la8tl.ue ..a.rat.iOD oert1ficate•• othertMi.D 
will go to Sllaclen witb bolclera Mf1eb ant.rT n­
and protect.i" pus porta. 

Woulcl ;you k1ndl:y l et M know wbatbu' 7011 b&w 
~1-s ~ oonfiJwlnc report of ncb depu'tun 
for Snclen fraa board rapr"'rant&t.iw in Stookbola 
u 1t - a ratlwr lone hul to •· 

IINDIId.lA, JWiab alclarl.7, Ul, -with ...u 
cbi.l.clran ara raliabl7 reported •till -leated. in 
Jll>clap"'rt. 

HUIIlLI 
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lntoraation recai• -« up to 10 a .a ., l)tb Dac2aber, 1944. 

r 

IOB.mR!I r~· 12th, .& JoMr&C iall co" atta cleal-«t pro­

habl7 b)' alne, nort oola Inlet all4 abaJ>cloa-« b;r her craw, lie­

aircraft twice attacked a oonoo:r R.W. ot J orwer but no loaaaa r.ported. 
At Piraeua llth Allied la•al Headquarter• ulldar aortar tire, Cloaa 
aupport provided by H,K, alld Gr eek ehlpe, At xa .. llo I LAS Chief of 
Starr baa aurrender-« all4 aituation now quiet, Durinc recent patrola 
ono or H.K. Sublarinea aank a aaall echooaar all4 Junk ott Buraa all4 

another or H. M. Submarine• aank tuc and larca lichter ott Weatarn 
Sumatra. 

2 . KILITARX 

Prench have cleared laat en .. 7 bridcahaa4 
over and Salas border, U.S, torcaa who occupi -« 
Heauenau Reichahofen 11th have advanced from f i ve to eight allea 
to east and northeast and ere within three milea or Gorman fronti er 
eeat of Heguenau and north or Reichahoren, Further ceneral adnaoa 
two to three milea on wide front east Saarecu .. lnas; forward ebaanta 
within one mile Bitche and Saareguoainea occupied. In Duren aeotor 
advance or 2t mllea on two mile f ront hea br oucht troops ot l et U. S. 
Army to within t mile or the Roer three milea N.W. ot town, 

lfALI, Canadiana have deepened their brldcahead onr tbe 
Lamone eaa~Luco , have oatabl1aha4 bridcoa and pasaod taut. all4 

supportina arms aoToaa the river, 

GHBf&E, 12th, Athena and Piraeus, No i mpro'reJtent , Con­
tinuous fl&httnc in centre end some withdrawala b7 our troops. Scea 
ELAS forces have come back into areaa )NIIlouslr cleared. Situation 
at Sal onika quiet but t ense with increased anti-Britiah propacanda, 

~. Briti sh troops he•e me~e considerable advancea 
east of CbindwlJI and have reached Lawt ha. 

W~IEBN f~Nt. 12t~. 1197 escorted u.s. heavy bombare 
(10 misainc bocbod erseburc oil plant - 882 tons, and three rail­
war cent.rea &est, Soutbeaat and South or Frankfurt total 1963 tons , 
Kersebura attacked by Pathfinder technique all oetor obJective• 
bombed v1auelly, Ot 16 ti&hters mios1nc1 ~ beli eved l anded Allied 

territorr. 123 escorted Loncaster o (7 oambara, 1 fi&hter miaeinc) 
dropped 571 tons W1tten1 29 mil es eeat &ssen through complete cloud . 
BCCibing concentrated. German c8oualt1eo 6, 2, 4 , 87 aediua boabera 
dropped 108 tons on defended vlllacea 1n central battle ar ea witb 
good r esults. 794 t1chtora and ficbter bombera (5 miaainc) operated 
ovor battle areas ond dropped 278 tons , German caaualttea 15, 2, 4 , 

l2th/l)th, Aircraft deapatchodl !aaen 550, Oanabruek ' 
49 , Bochar aupport 79. Complete cloud o•or ! aaen, Boabinc concen­
trated , 6 Lenceatora otssinc. Reporta or loaaes on other oparat1ona 
not yet available. 

"JRfXft~EA" · llth, 435 escort ed u.s. haavr boabara 
(21 boolbere1 lor miu tncJ bombed objeotina Auatr •• l ooa­
bierhaua - J60 tona , railwa7 centraa Oraa - 121 a114 Vienna - 169, 
~e Depot VienDa - 1291 other tercate - 84, .... lllol'ba• 
hidden b )' aaolte eor11n all4 jllloto1raplla allft aoattal'l4 -.o.btnc nw 
ontlra ar... 824 atroratt euooeaatlal17 oparat-« in lortbern Ite17. 

•• ' M MiP''U 
!o 'I .... ll~o ll f171lll ~ flo\Wo ftft roeDtao 

Regraded Unclassified



c 

( 

(J 

lo!eeting i n the Secretary' a Office 
Docember 141 1944 

ll100 a . m. 

Present• Secretaey ljargenthau 
l4r. Y.l.-.ing, President 1 Rasa Me City Blink 
!Jr . Randolph &1-gess, President, American 

Bankers Association 
Ur. D. W. Ball l 
J.!r. Luxford 
11r. lhito 

(1 concluded fl'0'1 the Secretary' s comments after the meeting that 
the morni.ng conterence grew out of a prior discussion between the 
Secretary and »r. Burgess 1n 11bich »r. Burgess said he would like to 

have a talk with the Secretary parsonal4' re Bratton lfoode !lroposals 
before tho report of tho Jmerican Bankers Aasociatia · on tile subject 
was published. ) 

!Jr. Burgess s aid that tho American Bankors Aasociation had been 
studying the Bretton Tioods proposals veey thoroughly and were now prepared 
to issue their report . Jir. I"J.eming interrupted to say that the C<m:dttee 
had had discussions with the Treasuey, s tate Department, l'llderal ReseMe 
Board, Export-Import .Bank and others and said that :Mr. llhit e and his 

TreasU17 colleagues had been most courteous 1n the discussions with them. 
l!r. Burgess said that he had alwaY!J found himself in accord 11:1. th the 
Secretary' s views for eleven years~ had worked closely w.l.th hi.m, and he 
felt badly e.bout coming out with something that was not 1n agreement with 
the Treasury View. He said that the report hie Comittee wne coming ot& 
w.l.th was to favor the bank proposal and to f avor the Export-Import Bank, 
but tllere were eaoe things about the Fund that t!ley didn't like and they 
were goi.ng to come out against the Fund. He said his Camd.ttee didn•t 
feel that it wanted to publish the report at a t.ime llhich would incon.­
venience the Treasury or before tal kine 1 t over with the Treasury ):>ecause 
their rel4ti onships had alwl!J's been of the best 1n the peat. 

The Secretary said that there were some other banking groups studying 
the proposals , tor example, the New York Stat e 't>anldng group, of whi ch 
lo!r. Potter is a m8:1ber, and maybe they didn't agree . Mr. !llrgess said 
that he probsb4' was giVing intormat ion that he shouldn't but hie into:naa­
tion >Va ll that 10hey were ccming out about t he same WIIJ' that the .llDe rican 
Bankers Association's r eport was coming out . 

The Secretary then said t hat he hadn ' t had much time to go into the 
matter recently oWing t o the pressure o! other Ql.ties but how would it be 
it he set aside a full dB;y and asked Burgess, Fleming and Potter, Ned Brown 
and Treasuey people to spend the day discussing 1t together . lolr. Burgess 
thoueht that would be an excellent idea. He said that thev could then 
present t heir reasons why they wenn •t going along With the Plu¥1 and giw 
us mother opportunity to discuss i t . lo!r. Burgess thought t hat what he 
might do 'IDuld be to bring along the conta/111)lated Canmitteo report and 

uso that as the basis tor discussion. I t was agreed to have the meeting 
on lfednesds;y, January 4. 

H. D. White 
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lllo!Jr' 

Clifton 
Fadiman: 

lllo!Jr: 

F: 

lllo!Jr ' 

F: 

lllJJr: 

F: 

B!.IJr : 

F: 

IUJr : 

F: 

ln!Jr: 

F: 

H!JJr: 

F: 

Jr.!Jr : 

1' : 

!I!JJ r: 

F: 

How are you? 

Very well, indeed. 

Dec..,ber 14, 1944 
3:26 p.:a. 

Look, Ur. FadL:an, I wondered whether I oouldn't aee 
you and Rex Stout aometime here at your convenience , 
to diaouaa aome work 

Will you talk j ust a little louder? 

Uh I I I I 

Did you want to see me and Rex? 

Yeah. At a time convenient for you to talk about 
ao:ae matters that wa are mutually intereated in. 

Sure. I'll hAve to find out what Rex' eohedule 11. 
He'a aort of alerted to ~o overeeas • 

• 
Oh. 

But I don't think for quite a l ittle while-- for a 
couple of weeks. 

I aee . 

I have kind of retired froc the Board for a couple of 
montha to do so~e writin~ and 1 1 11 be deli~ted t o come 
down any time to •~it your convenience. 

You retired from wha t T 

Ret ired from the Board for Q couple of months to do a 
book. 

Oh. 

But l' :1 be delighted to oor.~e down . 

Oh. 

Off ha nd when do you think you ' d like to see uaT 

Well, I was thinking in ter.na of either - - of either 
Monday or Tuesday. 

Monday ia "Information Pleaae" day. 

• 
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Well , that ' s out. 

Could you make it TUeeday? If ext TUesday? 

Thla coming -- yes . 

Well , I'll h&ve to call Rex and find out how he'a 

Ched . 

And we ' ll have tho War Board call your office then. 

Yeah , I ' d like t o sort keep it off the recor d that 

you ' r e coming. 

Very good. 

I mean , ao don'~ -- I moan, I •d like to juat the 
t wo or you know it. You'll understand why after 

I aee you. 

Very wel l . I can talk to Rex directly and have him 
mako a di rect call to you. 

I ' l l leave word if either of you cal l , I ' ll ~ake the 

call mysetr . 

All right. 

Now, do you W!lnt to take my aw:tbe r? 

Yeah. 

District 2- 6- 2- 6 . 

Dis t riot 

Diatr ict. 

2- 6- 2- 6. 

You call ae collect. 

Now let me just l ook a t my own schedul e for TUeaday 
and aee what it looks like. That 's TUesday the 19th. 

Ei ther TUesday or Wednesday . 
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Wedneeday ie War Board meetin& day. 

Oh. 

Rex i a the Chairman eo he 'a tied up then. Could you 
aeo ua very late Tueedayt I -an, very late in the 
afternoon at about , oh, ooott.il time or o.tter worldng 
hour a. 

Yaa. 

I '7e &ot a luncheon that I ' d like very much to attend 
but I could get a, aay, a t wo o ' oloelc train .. .. . 

Yea . 

or something liko that . I'll have to call Rex 
and eee how he •s fixed . 

Well , 
alx. 
eeat . 

we can -- a train would get 1n a little after 
We moat -- wo al.g!1t be able to get you a pl ane 

Yeah , that might be bettor. All r ight. Lot mo aoe 
how Rex is fixod and one or tho other of ua will oall 
you baok • ••• 

Yea . 

•••• oi thor thls afternoon or toaorrow morning. Would 
tna t be all r ight! 

Surely. District 2- 6- 2- 6 . 

Diat rict 2- 6- 2- 6 . 

Ct.ll me oo llect. 

Suro. All right . Very good. 

'nl&nlc you . 

Thank you , Wr. Secretary. 

• 
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Decamber 14, !944 
3:55 p.m. 

, 
FOREIGN FINANCING 

Present: !.:r , \'lhl te 

MR. WHITE: (Dictating to reporter) The Secretary 
signed a letter to Secretary Jones recommending that he 
arrange with the proper representative of the British 
Ministry to pay them eleven million dollars for outstanding 
claims on purchased rubber . This letter is to be signed 
also by the Secretary of State and by Mr . Crowley . 

H.M. JR: Don ' t you love that story? 

MR. \Ill iTE: Yes, that is very revealing. 

H.M.JR: You can tell it , 

MR. WHITE: Yes . 

Two, the Secretary also approved of our maintaining 
our position with respect to the five-cent yen rate to be 
used when our forces go into Formosa, not~thstanding State 
Department's favoring e t en cent rate. 

We are going to buy rupees with gold. We arranged that 
with Friedman when he went to Dltlhi , India . The British 
think i t may mean twenty-five million a month extra profit 
for us, legitimate, real profit for six months, because we 
need so many rupees . 

H .~ . JR : Does that go through the Stabilization Fund? 

~m. \'MITE : Yes . 

H.M. JR: WhoQpee ! 

MR. WHITE: It has already substantial profit, but this 
will mean more . There is a curious situation in India . You 
have to sell your gold--they have a seasonable period, because 
people buy gold--what do they call it? 
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• 
H.M. JR: It is the marriage period. 

MR. WHITE: Well, apparently it is going to cane in the 
next three months . 

H.W.JR: I think there is a certain period of the year 
~hen they have marriages and they buy this gold. 

MR. VIHITE: Yes, I gather they keep their p.roperty in 
jewels . 

Well, if we take advantage of that, we can get a much 
better price, but it me~ns that we will have more rupees than 
we can use up in the three montns so that we will have to 
build up a little reserve . 

Now, we are trying to make arrangements with India 
that if we have any rupees left the t they will take them 
off gradually. 

H.M.JR: I don't want to wake up in th.e morninf and 
find rupees--~olitics make strange bedfellows, but object 
to waking up 1n bed and finding rupees . 

!.!R. \'ill iTE : If we can get an arrangement with the Indian 
Government, it will be all right with them to take them off 
·our hands gradually . If they can ' t you want to re- examine 
it, because we will have to buy much less and pay a higher 
price . 

H.M.JR: Yes, sir . 

l!.R. WHITE: The Russian Ambassador telephoned the last 
week about ths stamps, Fostage stampa . I am citing it because , 
it has apparently politlcal implications of a minor character, 
rather than the stamps themselves. He said, •0o the American 
forces intend to use the marked stamps?• 

H . 1.1 . JR: Who called up? 

MR. WHITE: The Russian .Ambassador. We sent him a 
specimen of the marked stamps . He wanted to know whether 
the American Government expected to use these marked stamp1 

' 
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in all parte of Germany, or only in the part occupied by the 
American forces. 

If they contemplate using it only in the part occupied 
by American forces, be is not interested in asking anr 
questions . If, however, they intend to use it in the areas 
which are going to be occupied by the Russians, then the 
Russians would like to be consulted about ita use, under 
what cohdi tiona it should be used, I think be 1a probably 
reminding us that they are to be consulted on everything 
that bas to do with Germany . 

I have drafted a letter from you to him, after we 
had cleared this with the Army and State, telling him that 
the U. S. and U.K. are using the stamps and they think the 
same stamps should be used, and we are notifying Moscow that 
ir tbey would like to have the stamps printed there with the 
plates, v.e would supply them or, "Would the~ like ua to 
supply tham with wnatever sta~ps t hey want? Is that all 
right? 

li.~: . JR : Sure . 

(Secretary signs attached letter to the Russian 
Ambassador) 

~iR. V,};ITE : llow, here are all of t he items whi ch we are 
trying to wind up (refers to file) . 

R.M. JR: L!ay I interrupt you on something before you 
do that? Just let's switch a minute to China, because that 
bothers me. 

MR. VIHI TE: Yes, I hsve tbat here . 

H.~ . JR : Would you do this next? The point i n ~y mind 
is, who is going to negotiate this thing with China from 
October 1 on? 

MK. WHITE: 
is t nat you wi ll 
take it up • 

No decision has been made . The nsst~pti on 
cont inue to negotiate , You don't have to 
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H.M.JR: It is such a nuisance, end nobody ever says 
t hank you. I jus t wondered- -

273 

MR. WP.I TE : Well, I don't see how you can avoid parti­
ci pating, and i t seems to me a quest i on as to how much 
that stuff is r1ortb. I suppose prioarily it is :rour responsi-
1-,.;_li ty. 

H.l.!. JR: Do you think so? 

. MR. WHITE: Sure . 

H.M.JR: I don't even get a thank- you out of it . 

MR. \\JHTE : No, but I don't t hink--Kung wants to take 
it up, but I don't think you have to bother about it . 

H .~.JR : Kung is going to take it up from the 1st of 
October on? 

MR. WHITE: Yes, he bas a~ready asked that . 

H.~I . JR : Well, God, who is Kung? 

MR. WHITE: He is supposed to be the Special Emissary. 
You know, we got a cupy of the list of Chinese individuals 
who purchased the Chinese bonds--you know, they bought them 
ht a fi ve cent rate . They made either fifty or ninety percent 
profit . The way we got it- -I don't know as we have a complete • 
list, but we sent investi gators into the Bank of China. They 
came hotfooting down here and asked us to cal l off the inves­
tigators, they would supply us with t he l ist as a face- saving 
matter. So they gave us a list . I don't know whether it is 
a complete list . I don ' t t hink we have calle~ them off . The 
list ~s certainly interesting. All of them, K. P. Chen, 
Soong, and the Kung family all bought very large amounts . I 
am compi l ing a list . I thought you would be interested. 

Now, here is the letter that you signed to Kung which 
we haven t given them yet. Well, you have ei~ed it already. 
{Hands the Secretary letter to Doctor Kung, dated November 25, 
1944, attached. ) "' 
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H.Y.JR: What do I do with this? 

MR. WHITE: I was going to eay that we were holding up 
the memorandum to the President, wai ting until we got the 
necessary clearance with the Anay and State that Kung wae 
entitled t o sign, because they raised that question, and the 
Army raised that question . Now, we get those papers today, 

This is a memorandum , (Indicates attached memorandum 
to t he President.) I tried to make it simple , but we are-­
you have already signed it, and I take it 1t will go forward, 
You dated it the 28th in your signature, but we have been 
holding it up . Now, shall we send it on? 

H.M.JR: To wham, the President? SUre . 

~!R. WliiTE: It opens by saying, "I am happy to report 
that our negotiations with China on our Army expenditures in 
China have at last been successfully terminated, The war 
and State Departments in consultation with the Treasury first 
handled these negotiations which began last year but which 
Secretary Stimson asked me to take over on June 26, " 

• 
H.M.JR: The papers came through? 

MR. WHITE: The final papers? 

The Army made separate agreement with t he Chinese, copy 
of which we had, practically restating the t thi a i a in cc:mplete • 
settlement . The Comptroller desired it , Kung signed it, 
snd the Army signed 1t. That is a separate agreement as against 
that . 

H.M. JR: Between the Army and--

l!R. WHITE: Between the Army and China, sigt!ed by the 
J.Unister of Finance and "for the \~r Department." 

H.M. JR: Who signed for Wlr? 

MR. WHITE: Patterson . We are getting photostats of it , 
And they also asked him to sign a voucher, because the 
Comptroller insisted on that, In other words, there were a 
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number of things which were settled. That ie all with 
regard to this part of China, but ~bina is also pressing 
us to let them send gold by commercial veaeela. 

2-. l· 
I ,l 

H.M.JR: Excuse me. I think as soon as this ie done we 
ought to send a set of these to the Ambassador, General Hurley. 

MR. VMITE: We will have the essential papers? 

H.M. JR: Yes, the concluding papers, and, if neces sary, 
a little letter from me that I want to have him posted on 
what we have done . Send it by pouch to Hurley . 

MR. WHITE : All right . And a copy should go to the 
State Department? 

H.~ . JR: Yes. Well, you could do it another way, you 
could send a set of papers to Stettinius and say, ~ould you 
please forward a set of these to Ambassador Hurley and say 
that you are doing it at my request? • 

Affi. VHITE: Tell Hurley? 

H.Y.JR: No, tell Stettinius to please forward a set 
of t hese to Hurley and tell Hurley that he, Stettiniue, ie 
doing it at my request . 

J.!R. WHITE: Oh, all right . 

The Chinese, as you remember, have always been trying 
to get gold . We have found various ways of stopping it with 
t he approval of the Army. 

(Secretary speaking on Y~te House phone : ) 

Hello •• ••• 

I thank you ..... 

H.M.JR: Go ahead. 

Regraded Unclassified



c 

( 

c 

27b 

- 7 -

lffi. WHITE : We also wondered 'llhf the Chinese didn 't 
try to send it by commercial ve ssel, because we used to 
find obstacles with the Navy. All the)' got last )'ear was 
twenty- six million dollars . Somebod)' ha s told them and 
the)' now have arranged with the Federal Reserve Bank of New 
York, and they wanted to send it by comcercial vessels . 
That means the)' can send very large amounts very quickly. 
Of course , they say they are asking for our approval. 

Now, we think it is unwise that this very uncertain state 
of political development for them to get out as much gold as 
they want to get - -they will probably try to get fifty , a 
hundred, or one hundred and fifty million in gol d, beoau~e 

they feel it is safer over there than here. 

\fuat we would like to do is to raise a lot of objections. 
They aren't too good, but we can continue to stall indefinitely . 
Is that all right with you? 

H.M.JR: Yes, as long as we let Ambassador Hurle)' know 
what we are doing. 

l.ffi. WHITE: Then that--I think we had better go over it 
orally with Adler and explain it to him. 

H.!:. . JR: That is all right . Let me see Adler before he 
goes . 

MR. WHITE : Yes . 

You rsmember those t hirty-eight million dollars, 
supposedly due fran Jones to the British on the plants? 

H.A!.JR: Yes . 

MR. ~~ITE: V~ are having all kinds of trouble with tham. 
I will bring them to you after they are rounded up, but they 
are never going to get much of i t. The A~ refuses to take 
over the ordnance plants . Jones , or his offi ce, claims 
they are no longer interested in the airplanes, so I don 't 
know how much we will get out of that . 

(The Secretary holds a telephon e conversation with 
Yr . Robert Brand, as follows:) 
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Operator: 

!!IJJr: 

Robert 
Brand: 

lllJJr: 

8: 

HIIJr: 

8: 

HUJr: 

8: 

H!JJr : 

8 1 

8 : 

!!ltJr 1 

8: 

H:lJr: 

B: 

R'.JJr : 

e, 

F.ello. 

Mr . Brand. 

Hello. 

Ur . !.lor genthau. 

Speaking. 

December 14, 1944 
4:0:5 p.m. 

I just thought I 'd like to tell you -- the aimpleat 
way to tell you - - I had a word with the Ambesaador 
yesterday. 

Yes . 

He said that Cherwell told hi~ very little when he 
got back. 

I see . 

And that he had absolutely no record of any kind. 

I see . 

And he aald that he roa lly said awful ly lit t le about 
it. 

We l l , I didn't know. I t hought he .•• • 

But he'd be glad, or couroo, be said if he had anythLn& 
he 'd have given it to you. 

Well, that 's very kind of him. 

Right . 

Thank you. 

All right . 

Good bye . 

Good bye. 
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H.M.JR: That is simple enough. 

DR. WHITE: Do you remember, there was a discussion 
with the Army at the end. They wanted a guarantee from the 
British that the British would continue to give them 
Lend-Lease in reverse equi~ment in India; that was a 
matter of very prolonged d1scussion . 

H.M.JR: I threw it into State's lap. 

DR. ~~ITE: That is right. No~ , the State Department 
bad their discussions with the Dominions, and arrived at 
what they thought was a quite satisfactory conclusion . 
They made a recommendation which they submitted to you 
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as to what that was and it involved withd.rawing from the 
statement of the Army that they put that as a condition. 
They feel they have adequate assurances . The memorandum in 
that recommendation which was sent to you was agreed upon by 
the people lower down in FEA, and we in the Treasury, I think, 
! upport it , too. Now, what we have are three letters, one 
to Crowley and Secretary of State , giving them that memorandum 
and saying, "Your opinion and comments would be appreciated. 
For my part I am inclined to accept it. If you and Mr. Crowley 
agree I will inform Under Secretary Patterson and the British 
t hat this is the recommendation of the American Committee .~ 

H.M.JR: Well, it is not clear in my mind . If you say 
it is all right --

DR. WHITE : The only t hought in my mind, as I read this 
over and t hink it over, I don't know why we have to say 
that we are going to inform the British. We can let that die . 
But we certainly ought to inform Patterson . Because he will 
come back some time in the future and say that is the condi­
tion. 

H.M.JR: Are you satisfied with it, because I would have 
to go into it all over again. 

DR. WHITE: No, I think it was everybody's position 
and it was Patterson's position that the Army was not con­
cerned with making the British commit themselves to giving 
reverse Lend- Lease of a certain amount before they would 
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agree to send them any Lend-Lease, that the reveree Lend­
Lease was not the Army's affair. 

H.M. JR: Well, my me~ory isn't clear but if you say i t 
i s all right, I am willing; otherwise I would have to go 
i nto the whole thing all over again . 

DR. WHITE: Well, you will get two l etters of that. 
I 

H.M.JR: You don't want me to go into it all again, do 
you? 

DR. WHITE : No, I will tell you about it. But I 
thought by me1•ely reading t he letters you wouldn ' t remember 
the issues . It is pretty detai led. 

H.M.JR: Terrific . Do you n nt me to sign something? 

Dk. WHITE: On second thought, we don' t need to say, 
"Well, I shall inform ~he Brit ish." We can only say so. 

H.M.JR: That is up to you. Where did that let t er to 
J . P. Morgan come from? 

DR. ~~ITE : We sent Saxon in to the bank. He got i t 
out of t hose fil es . 

, 
H.M.JR: Did he get anything else? 

DR. •;JHITE : 
the others back. 
items , but he is 

Some others, but he is probably bringing . 
There were some ot hers on a number of 

coming back. 

H. M.JR: Didn't we write St imson something about that, 
t hat a couple of his Army officers connect ed with J . P. Morgan•-

DR. WHITE : Yes. I have a repl y whi ch I turned over 
to the men before it comes to you, because they say they 
investigated it and all that the man did was listen to 
some comments made by one of his former friends who came 
to see him and he made inquiry of the Treasury Department 
and acted in no way that was proper subject for any comment 
on anybody's part . Some thing like that. Now before I briD& 
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it to you I want to see what the facts are , because if "that 
were so we never would have started it , I thi nk. But I will 
bring it to you as soon as we check on facts. 

There were a number of ite~ which the British claimed 
they were owed sums for by the Army which had never been 
settled. We have had discussion with the Army on the various 
items , and we are now asking the ·Army to pay some of them 
and in other cases to give us the information as to why not . 
For example, one item -- they are all fairly small -- is 
six hundred and eight y t housand dollars . This payment wae 
held up at the specific request of the Comptroller General 
on certain grounds which they now claim are settled . The 
next is the Tennessee Powder Company, two hundred and ninety 
thousand, which is a claim held up voluntarily by the War 
Department for minor adjustment. We understand new facts may 
require negotiations , etc . In other words, what we are try­
ing to do is push every one of these little things to their 
logical conclusion. That is to Patterson . 

(Secretary signs letter addressed to Secretary Patterson, ~ 
attached. ) 

DR. WHITE : I read that article by Joan. I thought it 
was very good . She would deserve a good grade on it . I t 
shows maturity . 

H.~ . JR : She got highest honors in history. 

DR. WHITE: I see why she would do well. She apparently 
writes pretty well . It is a mature document. 

H.M.Jlt: That was in debate. 

DR. '11HITE: Oh, I thought it , .• as an articl e . Are you sure? 
It i s wri tten like an essay. I am interested to see this. 
We sent her some stuff. But she just didn 't rehash what we 
sent her. It is kind of an independent job. But ~he writes 
well and shows maturity. · 

H.M.JR: She does write well . 

DR. WHITE : That is what I would call an "A" paper. 

H.M.JU: Pe rsonally I would much rather see her go 
into history or writing, because physically I don't think 
she can take medicine. 
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DR. WHITE : I cer tainly wouldn't feel that way. 

H.U.JR: She can ' t take it physically. 

28] 

DR. WhiTE: What's the hurry? She can take a year longe r . 

H.M.JR: You don't do that . You either make the grade 
they drop you. 

DR. WHITE: She can •t take furthe r courses? 

1!.1\.JR: No. I jus t don ' t t hink she has the phys ique 
do it . 

DR. ~biTE : Is she interested in psychoanalysis? 

H.M.Jk: She is interested in psychiatry. 

DR. VffiiTE: There is a tremendous field just opening 
up . I ce rtainly wouldn' t discourage her. She is as healthy 

(_ as any of the others that go into it . 

• 

H.M.JR: I am not discouraging her, but I don ' t think 
she will be able to make it. · 

Dlt. YlliiTE: She should stay a year out of school. 

H.M.JR: Her Freshman year she wasn't so good, but 
she really graauates September 15. But they have told her 
if she stays unti l spring and her marks stay the same, 
she will graduat e ,.,ith honors -- fo r fou.r years. 

Dk. WHITE: Where? 

H.M.JR: From Vassar . She is taking pre-med. 

DH. WHITE: What makes you think she can 't take it. 

H.l.I. JR: If she spends three months, she wi ll be in 
the infirmary t wo weeks. It is terrific . She has six 
subjects she t akes . 

Dlt. WhiTE: If that is going to be the decision, might 
I make a suggestion? Is another suggestion -- after all, 
another few years more or less isn't going to make any 
diff erence . Before she goes into medical school she ought 

' 
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to take a year of ~raduate work ~n one of many subjects , 
whether it is chem1stry or biology or something of that 
sort , but in eraduate work, not in medical school, in 
which she can take as many as she wants as a graduate 
student . She can take two courses which gives her an 
excellent basis, makes it easier for her in medical school, 
gives a certain period of recuperation between the speed 
and pressure i.n undergraduate school noK, and she will go 
back to school when there is a little bit less pressure 
and she will be better prepared physically and I think in 
her attitude and study. 

H.M.JH: I am not going to try to correct her. But 
she had an offer from Yale to come to the laboratory of 
chemist ry and she had one at Vassar. 

DR. WHITE: As di stinct from a medical? 

H.M.JR: No, now --

DH. WHITE : Yes , but that would mean she would not be 
going to medical school . 

H.M.JR: She can't go until next October anyway. 
She i s going to stay at Vassar and take a coupl e of courses 
not;. 

DR. ~HITE : By the time she gets into medical school 
she will have a year. 
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H.M.Jk: 
at Vassar and 
her marks she 

But the Dean told her not t o take this paid job 
to concentrate on her work and if she continued 
would graduate with honors . 

DR. WHITE: That is all right , if she does not go right 
on to medical school. 

H.M.JR: No cl ass starts unt i l next October for lack of 
men, so that sort of meets what you say. 

DR. WHITE: The stuff which you gave me , I think is 
unquestionably Baruch' s, but -- Now, you al so gave me the 
letter that he sent to you, I haven ' t yet sent a copy of 
that l ett er to What ' s-his -name. I am a little bit reluctant, 
b• cause I don't trust that guy. 
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H.M.JR: Who is that? 

DR. WHITE: To Brand . I t ia in the memorandum. Beoauee 
he will turn around and ear, "It aeeme to me Baruch says he 
sent you a memorandum crit oizi ng the British and you turn 
around and give it to the British Treasury. I ' d rather tell 
him about i t . Unl ess be asks for it I will just forget it . 
And the other stuff I am pretty sure can be Baruch's . Do 
you want a written comment on it? 

H.M. JR: Yes , 

DR. WliiTE: Do you want to do anything about seeing 
some of these memorandums now on the Fund or t he Be.nk program 
or wait until after the first of the year? 

H.M.JR: I ~ill wait. 

DR. YIUITE: I also spoke to Pritchard, sounded him out 
atout the possibilities, whether he might be interested in 
an assistantship . He said, "Not right now." He thought 
there was, he said he would l ike to be with the Treasury, 
but he thought that maybe he ought to stay where he is , even 
if he were offered it, because he rather expected, or at 
least half expected that Vinson would t ake Byrne's place. 

h.~ . JR: That is what they call this . 

DH. uhiTE: In which he thought he would have a poor 
poss ibility, but he wanted to keep the lines open, I guess, 
1n case he did . 

H .~ . JR: How much more do you have? 

Dlt. WHITE : That is all. 
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Cecretary 'lorttenthau: HOW l.t • ... 1t 1 \lllderetancl 1' 

correctly . You w1ll accept how uany u. t . dollare !lr bow 

llal\ll Ji,OOtns in • a,yment, so we get that clear? 

Dr. un ... : To the ead ot beptei:J>er, October flret, 

186 a 1ll1on . 

eeoretary 'orgeut hau: That you wtll take $18& 111ll1oa 

until october first . A.nd t hat 1& 1n !ull 1'8Yment wt th the 

underataruHill wlth respect to t he claim. Is tbat rtght? 

t r. ;,~: Yes . 

Mr. Chi: In ad~ttlon t o that the cla1m ror the cnonat~ 

atr t1olds can be vut in • 

• ~h1te: I ant to aka certain, vr. StcNtary, tha' 

you l!nd 11r. Tc: ung are in ageel:.ll.at. I presUJ:e th,..t you are 

both us ing tne word eta~ tn the sense wn1cn we ~· it 1n 
the l!11t&d 5tates, wuely, that tno Chltl .. e Jovernmant could 

advance t he coat ot the Chon..ctu atr t 11llde ae a ola1Jt 1n 

mutl.l.8.l a1d on t ue baa1a that auch cost he<1 not been 1nclu<l.cl 

1n the 'f1JNres eubmtttec1 to us by tt.e Ar.:..y . r.bether that 

claw w1ll be recogn1ze<1 or not 16 a a.-tter to 1M <letenlinecl 

by aubseQuent e~natlon ot the data. In other words, the 

word "claia • uoGa 1ot gaan a charce but rether the rl~t to 

clalm tnat a char ge hould be ,ade tor oredlt to reciprocal 

ald . 

&acretary l!o~entllau: T'o go a step !urther •o Ulat 

t here can be no 141ounderatah41n" - when we pay o.,.r thte 

$l t 5 m1lllon 1f& will etate that th&t 11 1n tull peyment 

tor all obl1i5t1ona incurred by tne Ua1~ St • tes A~ 

troa the t1rat ot Alarch to the ttret ot OOtoMr. 

( ' Mr . Pel: I bti J Our par<lon, J.jl" . Secreta!')'. Wl tb the 

\&Dderetancl1D& t hat the ChineN 'lonrDMnt Will pat 1D a 

clala. 
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Pecember 14, 1944 
4:53 p,a. 

Hello. Hello. (Pause) Hello. Hello. 

Hello. 

Grace. 

Mr. Secretary, how o.re you, sir? 

I'm still all right. 

That's good. 

Look, I didn't want to put thi s 1n a telegram because I didn't wan t to seem to be putting too 
much pr essure on Mr. Roosevelt • ... 

Yes. 

But this morning Mr. Doughten called me up •..• 
Yes . 

Chairman of \~aye and Means •... 

Yes. 

and says that th e Congress 1s si t ting up there 
wondering what the President 1s going to do on Social Security. 

Yes. Well, now he has t hat b1ll, I think. 

Yeah, he must have it. 

He just got 1t today though, I believe. 

Oh. 

I don't know whether 1t came in yesterday or today , but I -- he had it on hie desk and I know he was about to read 1t as I lett there just bef ore lunch. 
Right. 

Now, he wanted some time to-- he said he couldn't do any -- give me any word on that because -- until he reads it and knows what's 1n it, he couldn't tell me what he wanted after your message from Sam. 
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About Sam Rayburn, yeah. But he said, •well , or 
cour se, I can't do anything unti l I get it.• And 
t hen you told me that the Budget and the rest 
were going to send it down. Now he hae it. 

Yeah. 
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But I think he wants time to r ead it pr etty carefully. 

Right. 

But I rather i magine it' s a possibility-- we may or 
may not ge t it in the pouch tonight. 

Well •.•• 

I don't know whether he'll aot on it today or not, 
but he may. 

Well , you l e t - - i f he has a message for Rayburn and 
for Doughten, will you oall me? 

Yes. Now, when he acts on this, does tha t take oars 
of it or does he have to -- i s there something further 
for them? 

No , just ae long as they can -- will know what's 
happening. 

Well , what action he took? 

That's all. 

Oh. All r i ght , fi ne. 
tap up and -- I'll t ap 
know. Huh? 

That's right. 

Just as soon -- then we'll 
you and you can let them 

All right. Fine . And be's -- be a ssures me that 
he will take up with Bob f!annegan t he Harry White 
thing. 

Wonderful. 

And so we'll let you know just as soon as that's been 
t aken up. 

WonderfUl. 

Aod he doesn't reel t here 'll be any trouble when he 
speaks to him about it. 
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Wonderful. 

I t old him he vae a career man Just like t hose other people are and -- a nd like Danny Bell a nd the rest 
or them and, t herefore, he wasn' t quite in the same 
epot ae some other people might be. 

'A'ondertul . 

So I think we' ll have some word on that tor you 
maybe by Saturday. 

I 'm ever so muoh obliged. 

Fine. And then I think that was all. We had t.lte medal and that's all we have to clear up. Wasn't it? 

Yeah. The medal business - I've run into a little trouble on that. 

Oh, really, on aooount -- on account or the medal iteel f, you mean? 

No, on account ot paying tor it. You see • .. . 

Does-- does it pay tor itself? Don't people buy t hem? 

Well, Byr d won 't do anything about it unlese the 
President wri tee him a letter a nd a sks him to do it. 

Well , I mean, it 1s customary to do it, isn't 1t. It' s t raditional 

Yeah , but •. .. 

Haven't they always done it? 

Yeah , but you know what t he Pr esi dent did, don't you? 
No. 

I understand at some press conf erence or some letter 
or something , publicly the Pr esident said he would 
show up Harry Byrd and show hi m how to econom1 ze , and 
that he'd run this inaugural tor $2 ,000. Hello? 

Yes. 

Wh1ob naturally made Harry Byrd sore. 
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Well, he didn't mention him by name. He said, 
"I oan run-- I can run this •..• • He eaid, 1 I 
understand the Congress has appropriated a certain 
amount or money." 

Yeah. 

But he said, 1 I don't need that muoh money. I 
can show you how you can run it for about $2,000. 1 

He d1dn 1 t mention anybody in particular. 

Well, he •... 

Well, of course, he does -- he is on the appropria­
tion thing. 

He's chairman of this Inaugural Committee. 

Oh. 

See? 

Uh huh. 

So wha t I told Dan Bell was this : "Go ahead and 
do it." 

Yes. 

"Get the thing started. • 

Yea. 

•Get a design -- we'll gamble on it and when the 
President comes back, we'll fix it up between 
him a nd Harr y Byrd." So I'm not waiting. 

Yes, I see. 

You see? 

Yeah. 

But we're just going 
thing will be cleared. 
I think the two o f t hem 
together 

Yea. 

in some way. 

taking a gamble that the 
But when they come back, 
are going to have to get 

\ . 
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T: All right. 

HI~Jr: But i n the meantime, we 're going ahead on it. 

T: All right, fine, Mr. Secretary. 

BMJr: Ever eo muoh obliged. 

R: Right , a1r. Good bye. 

( 

( ) 
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We have come to the close of another war bond drive - the 

sixth special campaign for funds since we entered the war , the 

third in the course of this year . I want to report tonight on 

the results of this drive . But the report should be made , it 

seems to me , directly to the men for whose use this money has 

been raised - the men who are carrying the tough and ugly brunt 

of the battle for our freedom. 

We at home are in the position of trustees . We have a two­

fold responsibility . One part of this respons~bility is to see 

to it that the fighting men get everything they need in the W&f 

<: of weapons and equipment and supplies . The other part is to see 

to it that the economy of this country is kept on an even keel 

so that this will remain a land of opportunity for them when they 

return. 

Now the only way this second respons ibility can be met is ~ 

financing a large part of our tremendous production job out of 

current income . To some extent, this has been done , as you know, 

through heavy taxation. And in part it has been done by appealing 

to the American people to refrain from b~ing things they want but 

do not actually need - and to lend the money they might have spent 

to their Government instead. 
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We set a goal in this Sixth War Loan Drive of 14 billion 

dollars. We set our sights high. We had to. Well, that goal 

has been met. But we had another objective even more important 

·than the overall total of the drive - to raise five billion 

dollars through the purchase of bonds by individuals . I think 

I can safely report to you this evening that this objective also 

bas been fully achieved . 

No final report on the Sixth War Loan is yet possible. The 

tally cannot be completed before the end of this month. There 

is a simple reason for this. M.illlons or bonds were sold at !nore 

( than 75,000 separate points throughout the country where official 

issuing agents operated in more than 3009 counties . In addition, 

these 'lo, OOO points v;ere multiplied by unofficial sales points 

in numbers beyond estimate . -

30G 

More than 50 per cent of al l E Bonds - the bonds which most 

individual investors buy - are sold to men and women at their 

places or employment. In these places more than ~U million workers 

who buy bonds regularly month in and month out were harnessed into 

the Sixth War Loan campaign for the purchase of extra bonds • . General!T 

these extra bonds were paid for by deductions which the workers 

authorized their employers to take out of their weekly pay 

<=;envelopes during the months of November and December. In m&nJ 

cases the final deduction for these bonds won't be made until the 

last December pqdq. 
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It takes time for bonds purchased in small towns and rural 

communities to be inscribed and channeled from the issuing agents 

t o the Federal Rese rve Banks, and thence t o the United States 

Treasury. This is why we have provided for an accounting period 

of 15 days , beyond the closing date of the drive i t self , during 

which returns will be received by the Treasury and credited to 

drive activity . This will enable such agencies as theaters , retail 

stores, banks , post offices, schools and rural sales organizati ons 

that have made up the great mosaic of sales activity to concentrate 

on sales up to tonight and then to catch up in their accounting 

( and get their subscriptions i n to the Government . 

However, from our experience in past campaigns and on the 

basis of the tremendous returns that have already come in to the 

Treasury, I can tell you with absolute assurance that our quotas 

will be surpassed in every category. The record, I think, is the 

best testimony that Americans at home could offer as to the 

devotion and spirit with which they are backing up the men on 

the battle fronts . 

There has been some silly and dangerous talk of late that 

American civilians ar e defaulting on t heir obligat ions to their 

fighting me.n. This Sixth War Loan is a concr ete refutation of 
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such nonsense. I derived a good deal of amusement from a Berlin 

radio broadcast recorded here on December 5th. This is what it 
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said: "Radio New York reports that during the first half of the 

peri~d allotted to the Sixt~ American War Loan Drive, only one­

fourteenth of the amount to be subscribed has been collected . One 

billion dollars bas been subscribed during t he first two weeks 

of the four-week drive which was to bring i n at least 14 billion 

dollars . " All right , Adolf , the other thirteen- fourteenths is 

now on its way and will be delivered to you in due course . 

It wasn't altogether easy for t he civilian public to go over 

( the top in this Sixth War Loan • • As I have already noted, this was 

the third special appeal this year. And it came , of course , on 

top of the regular bond buying made in accordance with payroll 

~eduction and monthly purchase plans . Virtually every person in 

the United States bad to share in the program in order to raise 

the five billion dollars worth of individual subscriptions . 

0 

Special praise and appreciation, I think, is due the thousands 

of war bond volunteers all over the country who carried on the 

hard, intensive work of soliciting subscriptions and collecting the 

cash to pay for them. 
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The whole drive has been a magnificent demonstration of 

home- front solidarity - of real determination on the part of 
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American civilians to carry out in full measure their responsibilities 

in the war effort . It should carry to the men overseas a ringing 

declaration of unlimited confidence and unstinted support. 

It happened that this drive coincided with the launching of 

the war's greatest offensive in Europe and with the beginning of 

a major effort to liberate the Philippine Islands from Japanese 

conquest. The buying of war bonds was our share in these great 

engagements . We at home know well that hard and bitter battles 

( lie ahead. We know that the men who must endure those battles 

will not relax or lay down their arms until total victory has 

( 

been achieved . They can depend upon us to meet our own home front 

battles in the same spirit . There will be other war loan drives 

after this one . We shall see them through. 

And just as the fighting forces, day after day, must continue 

their steady pressure on the eneM¥1 we at home need to carry on our 

regular monthly bond buying duties . This Christmas shopping 

season affords a particularly significant opportunity for Americans 

here to join hands directly with the men overseas . There may 

Regraded Unclassified



310 

- 6 -

not be much Christmas celebration for them this yea.r. But we can 

help them celebrate by buying war bonds in their names . No other 

gift within our choice, whether to those we love i n distant places 

or to one another her e, can convey so much assur ance of our faith 

in them and in the cause to which they are giving such high devotion. 

We at home understand that this war is not yet won - that i t 

will not be won until unconditional surrender has been wrested 

from desperate and stubborn enemies . We shall not f ail or falter 

until that time has come . There need be no doubt on this score 

among the men in combat. The Sixth War Loan has carried to them 

( an expr ession of the way we think and feel. I believe it will 

hearten and inspirit them. I believe i t will tell them, better 

than any words we could employ, that we recognize the magnitude 

and splendor of the task they are performing. I believe it will 

renew their certainty that all that we possess is pledged to 

meet their needs . 

( 
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( THE SECRETARY OF THE NAVY 

WASH INGTON 

December 14, 1944 

De&r Henry: 

Thank you for your letter of December 13 and the 

portfolio of citations accompenying it. You do a very 

thorough job • 

( 
Sincerely yours, 

J&~~es f'orrestal 

The Honorable Henry Morgenthau, Jr . 

The Secretary of tbe Treasury 
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Dear .rtaa 

Wl tlh tibia lettlor 1a a portfolio oon\a1D1q tlbe 
aaftNl tl;rpea ot ol tla\lona a.allablo tor UU'Cl IJJ UW 
TNUili'J' a War PlDIIDoo D1 vlelon aQ4 8\ate War J"lns=oo 
C ' ,.... • 'ri»M o1 t1a Uoaa pro.S.de a •IIDII of 
g1 nac approprlatlo l'OOOSDi Uon \o • ride ....... ot 
YOlunMer aOJ"f'looa &114 1D41Yiclual aad IN'+ 
aoa e11P siltla la - pr ; &loa aDd Mlo or wr boDcla 
an4 other gon..-nt aoourl Uoa. 

Tlw D1at1ng\l1aba4 Sornooa C1t&Uon 1a lea~ at 
Waab lftatlon ln reooiJlltlon ot DALtloaal or 1n11eretlatlo 
aornoo, and, on reo-oa4atlon or State War ptn•aoo 
Chat-, 1n reoopt tlon or outatancUna a taM or heal 
aornoo. .t.warde t1o lndldduala are lclentltlecl by a 
111M OD8r&'rtac or tho K1Jaate IIUlJ tboao tor orpnbatloM, 
~lo)'Oo gi'OUJIO ancl bual.zMaa oonoorna han tba 'l'NUUI'f 
Bu1141na 1D tba baolqpoolmd, An ovlhr prlnt1ac, 
w1 \h tba lllDLtte Kan aot w1 thin a olrele or a\ara, ia 
ba1ns ut111ao4 oooaalonallJ tor NOOSD1t10D ot apoolal 
oornooa, ou.oh u tboaa 101 daracl b7 OOIIPOtl tlon trlnnol'O 

1n tba Motion Ph \UN Induati'J' o Plttlh war Loan 
C-.p&lp. In oa.oopUonal •- ( ot whloh tbaN ban 
boon looa than a de-) tba D1a\1ngulu.4 8t~mooo 
C1 tlat10D lo 1naor1bo4 by haD4 on pvo._t or tiM 
boat qualnJ or paper prooUN'blo. 

8\ate WU' J¥mrss aa.~- han two M4tlo tlntea 
ot aorwnl-~ ol\aUODa • •ror patrlotllo 
oooporet1oD. •• aD4 •ta appreo1at101l or aarnooa ••• • -
whloh tlheJ oo\IDM"lp 0114 1ea110 a\ their cU.aoretllOD 
tor volu.Dtoo• oo..too aD4 tor aooo~llaba .. \ 1D p&JI'Oll 
aanns• an4 otbar Mtlbo .. ot •J•~Uo boDeS 0114 ...... 
pw'ohaoo. aol.oatlon oan bo ..U r... •:t, oo"NNl 
dlttoreD\ ~· 1no1SD1a (wr loan, ,.; ••nasa; 
labor!_ taJ'Il, oohoolo, •••D'a aotl'fitlloa, otlo. ) t1o 
lclontU'J \he na\uro or tlbo Mrnooo tor whloh oltatll-
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ue 11-"• A .-till; tn et .... eUaU• wlU. '-' 
.... , .. "re• r:~· UISINU-. .. •, d-..\ IIIII 
t• .............. la 1 ..... , •• _ ...... .. 
.......... Mf .-ioclleaJ.a .... , II VI.-- ._ ..... 
a4 ...... 111A& .,... .::r.'•rb ..._.a eJ IIIIIL"Je 
,_r1of et U... · • akUODa _, ed'n• .. su\1dllc 
-·- alM eaa quallJ'7 tor ~· ellla\1-. OD 
~'~C&U'''• a4ft..U•as 8Mla ue t~ •Ub 
aemowle«s ... , earcla tor ,....eo\&UOD \o .Ul• ..,. 
bon4 aii'Nr\leen-. 

To ••• epeelal •U-Uou • u..uu ... Ia 
t heir l t&tlle ·- S\ate War P~M Gbll.l..- lilaft 
been eu'-bl:lr1M4 to ac!apt 11'011 ~ lten1•rd \pa .., 
to ..... lop MxU \bat _, U.l• ..... • ... 
kt10DIIll7r U. hi' J'1MM4 DhlllOD baa feWlii"Cl 
apeolal ll\&UODI tor N\&U IMN ID4 aoa.o.l 
~uoaa. t1ma the" 1a a o!.II&U• nailallle t• 
Nta1l '"" e~~pler• ...... ••• U.ir taoo ae.tea a 
Doad ealea (lUO\a ID ~ Sla\h ar x.o.. t• aebool 
ebllAI"n Whole 'b-.4 end 8\up aalae _, allah 
objeeUfta, tor aeboOla Wblob 8\IO ... at\all.J 1011Ple\o 
• .....-spa to tl.Daneo the aoa\ ot aeloetod 1'- et 
war or beapl \11 -.alJIIIIIl\e ODd t• ae~Mela la ftleb 
at leaa\ tO ,...eo, ot \U •'••••• ue "l'll•l7 
la'NI\la& Ia war I&YiDp ...... Ill \1M la\Mr ..... 
\be eltai1• 1a a tMalalle ol tbe wlglaal 
.--e.tpt If ~ BUl et lllabt • Wblo -• prla\od 
IGAl .-de aftllaltle wUhau\ .. ,, M \1M 'l'I'O&IIUI'J• 
A.-4 et-. Billet Rlpu ouau- 11 ·~·• wl\h 
ellaJ.blll\7 M tlJ \be kt.•l• • .....,. J'la& wttlu 1a 
et t.M .... .._, ... tbll 'l"I'OU\Ill7 ~ ..... na1 • 
WI \b eoloro ....... .... 

All"' end•UoM t• lan=u et elte\1 .. 
cUNOII ,._ ftlhi"C\OD ID4 ,....Mla t• .... UOD 
ot uw -.fa ue .. n ... d., a OlllaU_. C S\\M 
WbOM 'I~ la ds t'l'la bJ ,.. I I 11 If \M 
wv rs...a .. DldalOD. fta"a 'lh otiiiiJ et ~ 
date &1111 euehl a\IIIDUOD \o eODaii\OD\ M\lOD Iii 
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taa1a c • '"• ...s 1.D \M ottt. .. er laM .,. 
:Jten .. Ob&il lie 1 t baa bMD ... ••Pl- .. , 
eUaUoa .. .,... ..,... aa an otreoUw et-1-.lu M 
aal•• PI ou-. 

[S!P.ftt41 Irenr~ 
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DEC 14 1944 

--.a-tePa 

I haft rov letter ef Dur•• 11. 11M --*'11 
• letter 1• haft ,. .. h .. t.. II'. c. 1. Jts• et 
Debolt wl.th roa~et t.o tM JONlllle Ualllll b~f ._ 
Jaaa!Gl.au Ualca. MUM 'r Vi'. PetrlU.• f-.1:: I 
tuea • tba J'07altlee lt 1a O\&ITUU, .... hilll 11ta 
ooPpontlGGa ..aut .. tvJ.Jtc -.leal reoorie. II'. Je•ua •e 
letter alao Mb• eneral pural1D~1'111 wUilN.,.et 
to U. tu etatua of '• NMlftl 11r ....._, ftti 
1a.oo. probolftc pi'Oplrt';J. 

Refel'l'iDc f1Pat to tM Unlca •tter, u 1•.,. 
...,.. SeoUOA 101 o! tU at.l"llal B.e'QIUIII Cote 1~ta 
lroa hlOOM tuatlca •1a11oao, ICJ'lt\lltural~ or Ml'tl• 
o\lltural Ol'cW .. ts.ODao • 1'h11 IJellptlOD I ;:?:*1 lflei 
in U&rao t.r, ud loll not 1A 1 te te ... ,..,__ M .., 
cUat1notlon lletween OI'IIAl .. tlcas 1D U.ee oat.pl'iee 
Oil the lla1lo of the IOUJ'OI ot tbelP llloOMe. 

You will abo reoall that U. lNI !lnezwe Aet 
1apoM4, tor tba tlrat U.., oertala Nportbc NtviN­
MAta on MD1 ot the orp.nl .. tlCIGa ·~t tMi tu 1Dier 
Seotlon 101 ot the coa., 1Do1u111Jic ualau. !ba ... 
prcrdalODa 4o ut pVI'pOl't to obuP U. tu ·~t eta\u 
of U. oruAl .. tlou Ntv.1H4 to NDhr p1J'1o41o ...,...ta. 
but ODl.7 {o NtUlN tu.i to t\mlleb WONaUOD to tile 
GonPillllnt td tli Hepeot to thllr lu-, ala'bar-nu, 
eta. It 11 ., ua.c1ent.n41ac that OM P'!J'PO• ot tale 
Npol'tlD& Ni\di'IUDta aa to Oll\alJl liLfONatlca &lell 
lli&ht poullllJ to,. • bull tor leclelaU•, eboul4 tM 
COZ!CN .. be eo iuU=M. 

!o -up, tMN h little 4CNltt tbat .... ul.U. 
1a u • .,... ... u.11111o 1a • "laNr orr••u•• wl\lala 
tba •anlq of Stotl• 101 of U. c• le Mt eultj11t te 
1noOM tu. I • ••-'DC• of ooune, that tile a..lelau 
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!be en sr to liP. lcab"'a'a t'l8•t1a llitla N~t 

to ~.no .. proi1o10lq '':t=!f•oae4 lilr elaarehea or oU.r 

ezclualnlJ Nllpou Uaa la U.. -· W 
heN our poal Uon ia to i t iN • oovt ... 1alou 11blela 

ban beU, 1D U.. tue of a ooatn17 poal U• u.rp4 llf 
U.. B\IH&u of Intenal fteyo~a~e, tlaat aueh orpaiMtl .. 

an ootlN}¥ oa.pt hoa tu N&aril.e•• of tie aouroo of 

tMlr lAOO••• 

.u..-loc JCN _, whh to Npq i1Not to Jfr. Jo'm·•· 

I .. NtUI'IUDc hla lettu t.o )'Ou. 

lulown 

JJ01Ct111' 

S1ncoNlJ youra, 

(81gnedl H. Morgenthau, Jr. 
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Dear Ed : 

When I spoke to you on the telephone the other night, 
I asked you whether you would be kind enough to let .. 
eee copies of the plana reported b,y the pre11 to ha•e been 
presented b7 Alabasudor Winant to the F.uropean Ahiaory Council. 

This afternoon's Washington News cerries a story, which reads as follows: 

"Allied leaders aapping t he poet-war control 
of German,y were understood todq to have 
rejected flatly the so-called 'Korgenthau 
Plan' .. ... • 

If you ha•e any information on thia subject I would 
like to ha•e it, and if you ha•en•t got it I wouid appre­
ciate 70ur sending Ambassador Winant a cable to inquire 
whether there ia anything to these newspaper stories. 

If you do have any of thia information on hand, I 
would appreciate your sending it o•er for mr own confi­dential information. 

Sincerely your., 
(81Ftdl }leurt 

Honorable Edward R. Stettinius , Jr. 
Secretary of State, 
Waahington, D.C. 
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'Morgenthau Plaa' for Destroying 
Reich Industry Reported Rejected 
• i PHJL AULT tiJil~ r,... aYit 0orrUM•4Mt 

LONDON, Dec. 14-Ailied leaders mapping the poet.-war control of Certnall.Y were, unclerat.ood today to have ~jeded naUy . the ao<alled "Morgenthau Plan" for the dutruction o"T Li lf.W industry and spumed all blood-thiral:y propoaals for a «rtal purge of the Gennan people. 
Rf:lkb~ IOUrcet laid po&l.--WII' Gu· --­

mU)' would be permJt.t.ed t.o reLiln 
h er non·war lndU4ttiN under fLrln· 
1ent. Alli ed contl'QI to be tlf!rtlled by 
a ··relatJnly amall" occupaUon a.nny. 

JJut. lht -.me polic)' alto ealll tor 
tbt eompkt.t dtmOliUon ot Oflm&n.J'a 
etODOaUc powtr co mate war 
. - .. "' <h..- ·- • CJ-malt ,. fetl lbt •J&orce.Dwu P2&n. • 
ea111n1 tor dellnl.:dou .... .. 
conVffiSOI) ot the ~lch Into an aa:rl­
eult.ural naUon, b unworkable on 
t roundl It WOUld drt.c Ute victorious 
nations ln'-0 Lhe unwa.nced w k or &.ry­
bl& &o ket» 20.000.000 Omnt.N l'rom 
• larrinc. 

NO PIIJIG& S EEN 
LIUwloo, all .,._. le< JOU!11nt 

t.br <krm.an popu]&Uoo have bet:n dts­
c:t.rded. but. t.htre hN been no relax:a­
uon In dtma.nela for the fuJI punllh· 
mcmt. o1 war crlminal3, ll WN 1tuntd. 

Mllltlzy toee:reey atlll aurrounded the 
txt.et. IJJe Of Ute A.lUe<l OCCUpation 
a rmy. bul rtltable JOUrtta btlleYtd It 
WOWd noc. be a "'rDI..mmoCb arr.u.· 

n.. .... -· lbo! Allied -tn>l 
pollcJ """ aid 10 - UuoL a pubUe clamor to "'brina \be bOn bact 
home'" will beeln almo.t. lmme41ately 
af~r armlaUce day. 

RUIIII&, tt. -·aa understood, al.ao de­
t:l.rf<l the a:mt.lle-at J)OSSible occ·upatlon 
army tompaU.ble W1th lh• proper tn-
10rCtmtnl ot «<nnn:lk con&roa. 

KEllS TO USB CAPTIVES 
nM Altled pol!cJ .... llJd Lo be 

alrMd at. pe:rmltUna mch lndw:tr* lo 
exlat. In l1.1Wclt:nl aize to ru.rnl&h Ot:r­
ma.n,y with "clvJiian nectalt!et" with­
out permlLUna the development or any 
war potentJaJ. 

Currtn& rtports suae.l.t'd U\ai. no 
plaJJ had been appi'O\ttd pro•kllnl tJ:att 
mt:Lhodl ror conU'Ollln1 Ot:rman mao­
ponr. 

'I'tlt:re W'N w1cte btlltl t.ha~ RuMia WOUld demand a larp nUQ'Ibt or <kr· 
matq lO htlp n!buUd 80V t. elt!es 
dtvut.a~ by 'he NaZi lnvaa • 'nlm, 
.ot:ordl to Come IOUJ'(e' liM be 
drawn II J)IJ't rrom Otrman wa.r prb­
CII'lUI In Ruu!&n hand..... plan 
almotl na.tn ot •pproftl by oc.htr 

Allkd --
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Treasury Department 3 2 
rivisi on of Monetary Retoarch 

Dec. 11., 1944 

• Date ................. ......... l9 

To : Mrs . UcHugh 

I ~hink the Secretar y would be 

int!lres~ed in r eadinll this. 

· H. D.W. 

MR . WHITE 
Branch 2058 - Room 214-l/2 

Regraded Unclassified
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A IR M AIL 

AIR POUCH 
llo . 7 

Dear Mr. Whi t e : 

T R EASU RY DEPARTMENT 
WASHINGTON 25 

PARIS, 22 November 

Yesterday Jim Saxon and I called on Amba ssador Caff er y t o advi se hi m t hat l had returned to Paris. We had a very f r iendly di scussi on f or about fifteen minutes. Th i s was the fir s t t i me 1 had t al ked with the Ambassador as he had just arri ved a t the time I l eft for London . 
In the course of the discussi on the ambassador commented on the developments during the visit or Prime Minister Chur chill to france . He said that the Guestion of the "est ern European bl oc had been ver y much in the air at that time and t hat Eden had come to Paris with the i n tenti on or pushing f or ward on thi s mat t er . Be sai d that his own a ttitude through­ou t had been that i t was pr ema t ure to be discussing the question of bloc s at t his time .and that he had freely advised ~en, the Fr ench and the Russi an repr esentative in Paris of hi s views . Be said tha t Washington had been fully advised of all h is conversations and had not r eacted unfavor ably so that he supposed hi s views on the bloc ques tion were consi st ent with t hose of the State Departmen t . The Ambassador said that he wa s a lit tle bit worried when peopl e star t ed talki n g about blocs that they mi~ht be t hinki ng or blocs with an orientation against some ot her bl oc . This he sai d seemed t o him t o make such t alk very dangerous at a t ime l ike the pr esen t. Be sa i d tha t the Rus s i an Ambassador seemed t o feel the same way about the ma t t er , and t hat thi s was also the view or Bidault , t he Fr ench Forei gn Mini s t er. I t seemed to be the Ambas sador ' s impr ession t ha t nobody except the Bri t i sh was very enthusi astic about the ~estern European bloc at t his poi nt . The Ambassador said t ha t Eden tol d hi m before he left for London that t he bl oc i dea was dead f or the pr esent. 

I n thi s gener al connection yest erday ' s debate in the Consulta­tive As Eembly on Foreign policy is of some int er est. Bi dault was i ll and made on l y a shor t s t a tement, but in the course of i t he sai d t ha t Fr ance would r e j ect any proposed We s tern bloc . The communist speaker sai d that t he main basis of French for eign poli cy mus t be an a l l i ance wi th Russia, whi l e a sociali st speaker avoided t hese questi ons and cautioned against ter ritorial annexation and spoke against partiti on of Ger many . 

Regraded Unclassified



' ,, 

( 

( 

( 

323 

llr. White , . 2, 22 November 1944 

I asked the Ambassador how he felt about the general 
situation of the DeGaulle Government and he said that he 
thought that things looked rather hopeful for the str engthening 
of the Government by orderly proceaa. He said that although 
there were cer tainly plenty of people in the Government not 
of first calibr e he felt gener ally that no French Government 
in his experience had contained so many sincere and dis­
interested Ministers as the present DeGaulle cabinet -- men 
who, a s he put it, were not lining their pockets . Be 
particularly remarked that Bi dault struck him as a fine man 
and the best French f oreign Minister he had known. He said 
that Eden, who had known a lot of them, was of the same vi ew. 
I n response to my inquiry as to whether he felt that the 
French in general were conscious of the fact that world shaking 
changes had taken place in the situation of their country and 
of other countries since 1939, the Ambassador said that on the 
whole he thought the French were awar e of the difficulties which 
they f aced. Be indicated that he was rather pleased about the 
way in Which they were setting about to over come these difficulties. 

The Ambassador expressed the view that the Consultative 
Assembl y would not in any sense be a hot bed of opposition to t he 
Government . When I recalled that in Algiers the Assembly had 
some times stirr ed up quite a lot of opposition to certain acts 
of the French Committee , the Ambassador remarked that he thought 
that the Assembly took itself more seriously now and felt more 

. responsibility for its actions. Be said that he thought that the 
• mood of the Assembly would be to support the Government and to be helpful rather than difficult . 

My own personal impressions on r eturning to Paris ar e that the Government is stronger principally for t he fol l oWing r easons : 

l/ The National Council of Resistance chose not to make a 
fi ghting issue out of the disarmament of the patriotic militia 
and this incident was turned into a victory for the Government. 

2/ Progress bas been made in establishing the authori t y of the 
central government in the outlying r egions of the country. 

3/ The Assembly, as noted by the Ambassador, is apparent ly 
inclined to be cooperative . 
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Mr. White, 3, 22 November 1944 

4/ Enough is being done in the field of epuration to 
provide plenty of material for the press to give an impr ession 
of serious actiVity in this field on the part of the Gover nment. 

5/ The French Army bas been playing a mor e active par t i n 
the offensive of the Western Front and has achieved major successes . 

6/ The r ecognition, Churchill ' s Visit and the general high­
powered British campaign to Win the friendship of the French 
Government appear to have increased DeGaulle1 s stature in the 
eyes of his own people to some extent. The invitation to Moscow 
bas been at least as impor tant as all these f actor s combined, 

One thing that has not changed is the lack of leadership 
in the field of financial policy . As mentioned in some of 
Jim 1 s r ecent communications, Kendes-France seems to be .eking 
a bid for leadership in this fi eld and the situation has certainly 
not yet solidified . The demand for action against fortunes 
made during the occupation is now being hear d even from the "right". 
Francois de Kauriac devoted his col umn in Figaro t his morning 
to a violent denunciation of war-time fortunes , and a not very 
indirect criticism of the Finance Ministry for having done nothing 
to prevent these for t unes from being hidden i n various ways . 

Very truly yours , 

Mi~/d:!r-
0 . s . Treasury Representative . 

Mr. Harry D. White, 
Assistant to the Secr etary 
Tr easury Department 
Washington, D. C. 

p , s . Jim and I agree that it is important for him to press 
forward on the bank job as r apidly as possible . 
Subject to that, we will continue to work jointly on 
problems of general Tre~ury ter est . 

w I !1.1 ., 
l' I' > 
·l ' 

If !Jf:•, f. 
•-r• ~,Jf _El)< oo-:1' 
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Treasury Depat•t ment 3 "'! ,. 
Divis ion cf Honotary Researeh ·' 

D~cent>er 29 , 1944 
Date ............................ l9 • To: Secretary ~rgenthau 

You may be i nteres ted in the 

marked portion of this letter. 

H.D.W. 

MR . WHITE 
Branch 2053 - Room 214-1/2 
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A IR M AIL 

AIR POUCH 
NO. 34 

Dear Mr . White : 

T R EASURY DEPA;RTMENT 
WASHINGTON 25 

PARIS, 14 December 1944 

Yesterday Ambassador Culbertson, Labouisse and Little 
of the StQte Department had a conference with Herve Alphand 
to discuss an aide memoire which had been submitted to the 
French str essing the desire of the US Government to r e­
est abli sh private trade between the US and North 11nd Vlest 
Africa at an early date , Ambassador Culbertson has come 
to Paris apparently for the purpose of pressing this matter , 
pr esumably along ~e l ines of the report which he submitted 
as a result of his recent Missi on to French North Africa . 
On the basis of Little ' s report of this conversation it is J 
apparent that Alphand intends to uti lize the State Department 's 
interest in reestablishing private t r ade as a bargaining weapon 
in order to get loans . Alphapd i mmediat ely r a i sed t he point 
that the Fr ench cannot operate on private trade basi s without 
making al locations of dol l ar exchange for this purpose. He 
took the view thut the French would need to conserve their 
existi ng dollar r esources for the Government- trade progr am 
in the US unless they r eceived financial assi s t ance for these 
prqgrams. He mentioned specifically section 3(c) of the Lend 
Lease Act . 

I told Little , Ki tchell and Labouisse that I felt they 
should consider very carefully before pr essing the French too 
hard on this question of r estoring private trade , and that they 
should certainly t ry to avoid placi ng the US in a position of 
discussing the matter in terms of swapping financial assistance 
for Fr ench concessi ons to private trade unless the i ssue is 
clearly passed o~ by all interested agencies in Washington . 
All of the above seemed to f eel much the same way that I do 
about the matter and they are sending a cable to Washington 
indicating their concern. They are in a somewh~t difficult 
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Mr. White , 2 , 14 December 1944 

position because of Ambassador Culbertaon's presence in 
F ranee f or this special purpose . They believe that 
Don Gilpatrick is primarily responsible for pressing the 
private trade issue in the State Department. 

3U 

In view of the apparent intention of Alphand to 
capitalize on the American pr essure for r estoration of 
private trade you may wish to keep an eye on t he development 
of this matter in Washington . We will continue to obtain 
as much information as possible about the discussions held 
here. 

Mr. Harry D. Whi t e 
Assistant to the Secretary 
Treasury Department 
Washington, D. C. 

Very truly yours , 

~rL~ 
u. s. Treasury Representative . 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

o•n J'ecemoer 14, 1944 

To secretary :.:orgenthau 

bULJject : 

__ r . .. ni te 19'1 
i{~ . 

'l'r eaEury 1-\eprest:ln~a'Lives 1-:epor t on Belgium 

Bel,.ian Financial Progr am 

1. Tne J . ::> . o: reasury 1-.epresentati ves r aport that 
tnere nas been no dissent ".,i th re,.ara to tne necessi­
ty ..• o1 reducin~ tne total amount of currency in circu­
lation ana the im!)osition of a severe war profit s tax . " 

2. Gutt is wi dely t·;:J :;,pectca ror his efforts to 
undertake a str ong progr am . During October and early 
November r1e ,as act ively viewea as a l ikely successor 
to P1erlot . •rnis tal k nas now died aov.n, but ne is 
still re~arded as the strongest member of tne Cabinet . 

~ . Tne bankin~ and inaustr ial community is , for 
tne no::.t par-r; , in a~reem~nt •ith Uutt •s f inanc ial pro-
6r~m, uut feels tnat it snoula nave been more fully con­
sulwea in iT;s formulation . Hi~her income groups show 
_cn.a concern .• ith .. nat tne Gov.=r nment may ao .• ith the 
inrorm:> l.ion on inaiviaual wealtn Hhich i T; is not. zc­
au.trin~ . 

4 . 'l.'he lert- .; in;,; l T OUPS offer the most severe 
criticisms or Gutt •s J.'1nanc1al pr ogram; there is str ong 
evidence that the 11t1n1stry of r' inance gives serious at­
l;ention t o tne1r criticisms . 'rhey appr ove of the objec­
tives of tne financial pro~ram but censur e some of t he 
measures adop-r;ed . 'l.'hey oel1eve that the r inancial pro­
br run unaer tc-.<en .1111 actu<.lly succeed in r educ ing cur­
rency circulation, out in a very inecuitaole manner . 
They do not f eel that the program will be successful in 
taxin~ war profits . The Communists allege that the 
more favorable T;reatm~nt 01 oaru< accounT;s as compared 

• 
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with casn hold in~ s nas hurt small 1nerc.nants and artisans ; 
.vorJ<ers in general have not been injured by the progr am 
since tney held little cash and were able to effect, in 
most cases , 100 percent exchange f or new not es . 

5 . Tlle economic etfects of the program cannot be 
assessed as yet . Belgian Gover nment officials feel that 
tne succeos of the pr ogram \1 i ll be deci ded in the next 
t>ix weeks . Off icial expectati ons that the pr ogr am will 
be successfUl are oased on nopes tnat a minimum amount 
of neeaed imports can oe obtained oy the end of this year . 

Political Background 

l. The poli tical s i tuation in Belgium is hi ghly 
unstaole ana national unity is r apidly a issolving under 
pr ecsure of current problems . The resistance groups do 
not challenge tlle authority or the _,over nment , but in­
sist on gr eater r eco ·nition and par tic ipation. 

~ . some 40, 000 per sons !lave been arrested for t rea­
son and collaborati on , out the Communist s declare that 
the o , OOO most impor tant collaborators nave not been 
touched . They claim that not a s ingle leading per son­
ality ln finance , or industry (coal and metals) has been 
arrested . 

3 . Jo'a1lur·e to fUli ill tne extr avagant promi ses , 
broadcast by the Alli es, to br inb in civil ian supplies 
nas caused acute d ioPppo intment . 

• 
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Photostats to : Mr . D. ~ell 
Dr. White 
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In rep rater to 
CA 89). 002/12-844 

D EPARTMENT OF STATE 
WASHINGTON 

December 14, 1944 

My dear Mr . Secretary: 

The President has received trom Generalissimo 
Chiang Kai-shek, through the medium of the Chinese 
Embassy , the following telegraphic message, dated 
December 6, 1944, defining the otticial status and 
powers ot Dr. H. H. Kung: 

rti beg to draw your attention to t he fact 
that although Dr. H. H. Kung, my personal 
representative, has resigned trom his con­
current post or Minister or Finance, be still 
holds the important position or Vice-President 
or the Executive Yuan and the Governor or the 
Central Bank or China. I myself and the 
National Government still have the fullest 
confidence in him and have authorized him 
to continue his work in the United States 
with which he bas been instructed by the Gov­
ernment. In all a f fairs - financial , monetary 
and economic - which he i s handling in the 
United States, Dr. H. H. Kung still has full 
power to represent t he Chinese Government . 
You are kindl y requested to t ake cognizance 
or t his tact and also to inform all members 
or your Government concerned to the same 
ettect in order to facilitate the close 
cooperation between our two countries.'.' 

The Honorable 

Henry Morgenthau, J~:-, 

Secretary ot the Treasury. 

I 
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Dat.ed D• ~ • )4, 191.4 

18o14 6a47 a.a. t 15\llo 
Secret&f'J ot sv.ta, 

Wuhin&t.Goo 

4215 , P'ourt.Mil\11 

1ll8 276 .100 lJ8 fUll. Ll.AYIT'l 111011 Pl.l.l'EL 

J oMpb Scborar1.a ...niaea following blad&•t&f'J tipr .. !irs~ quarwr 1')4S dollar UIOWit.e per -\11 1A ~houll&ll4a W&Uaa o t.beJ'WUe 1Dd1oat.ed. Portal~ )7 SpaiD 80 • &nj;1er 17 Yranoe 2~ ~J•ot. ~ po .. ible 1Aor- Be1giua 100 p1ua onet.iae ohUcl.r•'• bollea grao~ 200 Gneoe 7S U.,.rawd .It.aq 00 lior\b 4tr1oa 1!> S•uhD OM ~ 'Hr.cbsbal'&.b 'J 1/2 tor tiret. balt ll.,.ra t.ed Pol&DII SOO ~hree 110nt.ba lloll •nd 100 t.hrea -t.ba 'tlarotq 1.0 ..tcraUoo 500 tbru IIOnt.bao 

Tbroup Swit.eerl&Dd retupea 1A Swi~aerl&DII 120 1nnlu41Ag int.ellecwala 5 and interew.:•t. .. ~ce 7 1/2 plua oneU.. clo\biAg &raAt. 40 ~&f'J 100 plua onaU.. eeer&enC)' &rant 1 , 000,000 Bulpria 50 puee n1e 500 X~ elaYia 6 plua onaU.. clou.in& &raAt !> DOr\benl Iv.J.T 1.0 Sba•lbel 80 pl.ue on.Uee wint.er clo\biAi &raAt. ~ caepa Tbereaieutad~ BergeabalMn Bir~ et. cet-era Cor tood 100 SloVJUU& 50 eieoe' lep-.a 2~ t.nz.ee eoDUl8 ~t.al f or tbrH IIOP~ba 7.628 plua J 1/2 ~babarah ~ ail< eoot.hs ~ 

Sobwar~a requeet.e you acoure llcenae au\boriaio& r.-itt.a.nce Swit.eerl&Dd '150 eont.~ tor \brae -\b8 gol nd.. or -rc-nqr f'lmd8 about. 'llltaidl lat.t.er will adnae. 1'1iUHB tor pe.ckacea es-Tebrae aDII ret'Qpe RA&bb1a .Palut.ine et. oet.en UD1Dolndecl .,.oauae you baYe 1Dtoraat1oo em adrt .. ret~ a l Uee .. eobocll. Tehrae Cor ;your intonaat.ioo Sa..l.y aendin& TberuienaWt. •n\bq 10 , 000 p&roej.a . 

332 

, 

Regraded Unclassified



I 
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llletl'illuU•a d \I"U 
n·uac -.17 ll7 ~•tal arraace•a\. (SIODl' W) 

-6028, Do•a'Mr l-6, 6 p.a. 

li'OB VAll JIUUQD BOAill 

...... 410'1 • •••• 11 •• 

Ia Ucla\ •t •ra raaea\ lat•raaUea oaa\alaoof. la lh 31i6 -.w•r H aal. 3!112 Dooe.-..r 1 li:lllla•q fall• \a ... peru ..... et raper\ e\a\ ... la Do• pel'\-••• 3216 J)eaealler !I traa WAa ~Qlll JOAI1l \a lilaft 'Mea ..... 1 ...... ~ J ..&apee\ aaur .... et 0.\a'Mr 23 ( rapea\ Oo\a'Mr aa) , 

Ia ad41\S.. \e J'•rat.ca Oftl• •••••••• .. .e...u. -~ llpaalall prahetl• et a300 .1-• la ~. raper\e ,....1..,... -, Jlnllall 11 ''F ~·r ,.... la\aiNftn ~.-.- lilaft tar -..-1 ••~• lal.l•\ ... , -,..., w •lwt ra.-rh, \lila\ 6'1'0 J eve ... u ..... la ........ . ala .... • l •, ...._r Ia\enn•• f.li'M\laa. ll••• •aJ•J'lac •ft•aUft pl'ewa\laa et Spaalall ~.e.,\ua. 

Al\lllaacla ~~:.-• ., lllae • rae•• \a lieU..,. \lila\ !lpaalu rapra .. a\a\lfte 1a ~pee\ wlll M\ ... •fti'J'\l>lac peeeUole \a Moeft alallar )11'8\ae\iea \a naalaliiC 700 per-• tar .... lpaalM ne .. 11aw -.... • .-n .... U ..U1 "P"••' lateraallT •• hnt.ca orn .. arpa\ 1.lipel'\aMe et ...a pra-..1-. :harliiC 1a alai., ... _ ... , ... , pre ..... et '"'•' ....... ""~· 10 1111•• ., a.a.a,. ....... raper\ ........... _...,~· ..... ~, halt -.l\a1Mw wl .. "' 4_... " ... "" al-\ua tlaU \a -., \1M lea-'· 
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a.-362 
-..w1bat.1on ~ 
tru. n·t• ~ b7 
IIJ*)ial ~t.. 
(SIIitali • ) 

Jt.c •d lla05 p.a. 

In in!onsl dacUAiona Witb appropr1ate 8 t tab 

llo_. 2.5, 9 p .n . ) t.m:r haw ebowD !\Ill netr e 

to coo~t.e. and Poni sn O!t1oe volz• ad to Mild 

ue a letter i n t.be ~~&t.t.er. 'ftlU our 112 tor 111UJ. 

SubMquentl:r a latter dat.acl Dec•t.r 13 .tNa Llln4boloa 

~ the l'oreign O!fioe 11M been reoei wei N!Wl"inc to 

p&l"'O]Jt DOif oo t.m SAIVO deat.1.l*1 to Jelr1ah ~ 

1A ~ and .tatl.ns that. t.lw s-111111 autbarit.iae 

hew DO obJeot.1oo to t.lwir beinc !11r War ~t. 

to ~ tr.. Slleden b7 ~ IC11C llbipe ~ -b 
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Retereoce ;your No, 8036 ot Deetmber S, 1944. It ie Board•• 
v1ewthat prhate meeeaaes Which do not relate to the re.cue and 

relief at oppreeeed people in ene11;1 territory should be eentthrOIIIh 

normal coa.reial channels rather than through tbe apecial t.c1l1t1ee 

at this Government. We are lll&ldng exceptions to th1• only 1n rare 

inatancea, 

THIS IS WRB 8DUI CABLE 110, 326, 

llrJO a,m. 
December 14, 1944 
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WINUAID ot to.. D 14, 1944 
I .... Oftl7 l:IJ' ~Ul 
U'l"l C t. (.alii! W) 7 p.a. 

AJ.ItlllATIIJI -4213 

"- foUMA: fat t..clelland 11 Will )a6. 

ad •- ,..,..,. llo. 80)6 ot Dr: ' I, 1944. I\ 18 
br'd•e -n.w that prt•t<o -..pe wld.ob do no\ relet. t.o 
\he ,_,. and N:u.f ol Oj>pi I I 5 people 111 ~ Un-1-

tor)' aboUld be eent thrOUIIII bOr.l oo-w ol ' • 
:rat.lllr t t.. tl1rouih \he ~1.al f eo111t11e ot th11 a­
....t . .. .,.. llllld..ac .-pt1ane t o We Olll;r 111 ,.... 

1111111 lilY, m 
U/14/44 

n 

ll'fi!'I'IIIllll 
(our ) 
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Re!nence 70ur 221n ot December 1 . 

Intoration in qu.ation wu reee1 ftd !rca Londoo corn~nt, 
ot I ndependent Jewieb ~aa Service, Jacob Harendart, 66 wooctJenda, Lonlloo, 
H ••• ll, who preeu.ably obtainec1 1 t fraa Ietant.U eorreapoD~Mnt, Cbai.a 

Owed. 

TillS IS WRB AHIWIA c.un.& NO. 1.)5. 

10s)O a .m. 
Deeesaber 14, 1944 
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~- 110. l to DNpa\ah Jlo. 91'6, claW ....... 14, 1944 
,... t.a. a-n.• r ' • .., at .&~~~can. 

COPY 

!be .... ..., ot t.a. ~W Stat. ot .-rioa I* 1111\e Ue 

oaap"-'- to ta. IIUII.et.l7 ol t'an1p Att.U. ot t.a. a p ''1• 

ot 'tllra,- and, in o-tioa With ta. 1~w .nan.** 
are '-iDC...,.. to NRU. ,__ wbJeoW to,.. a~a'lcm 111 

Ax1? DOll~ c -viM, bu tbe boaor to 1Af- \a. .... 

t:r7 as toll-• 

!be Oaftl-'0 ot ths l.m1 W Stat. baa a~aUIGri..,. ite 

o.._hr atn.n ln !llrlls7, ll:lit..rlaod, llpa1A1 Partapl and 

81 .,.,, to 1-~ tor ~t resi.._ 111 ta. UlllW 

lltetss to azq pei'FCD ot tbe tollCMI.III oatecoriH 11bo bu been 

li'llnl 1n 1111-aoa~ to' o.rMn7 ar azq ot tbe -vt. 
al u_. to 011 .., , aad 1lbo apoa ,.. • n nttnc M 1l.t or 1w l.t 

Wan an_,_ •• co~ atti_. 1s t oomd to bs ~ 1nlll1c-

1bls tCII' • n-. 
1. !be allan wJ..ta, h: 1t nd, llf>ta.r, taU.. 

and .-noiad .,_, obll.d ot a oUl..n ot ths 

UlllW Stet.. 

a. !be -~ and thF M"iad m.W old.l.ll 

ot 1111 .u.a 1lbo 1s rw'thnc 1n ta. UlllW 8tatas. 

!be au- _,, ot 11:11\.,...laall a.s bsaD raq-.W to ,_ 

t- ta. &Cisll w ot o-wMs 'llb1oll- at ar atll u... 

Ub1W Stet., ,.,..UOJ&larl7 tbe ac•w-"7 ot Osnan7 Uld 

lbJpr;r, tllat tbe tant:oiDC pi'O'f18tc.. a... bsea _. tCII' ta. 

1- ot Y1aM biT ~ a 1 11" otn.- 1n tbe -

triM Sl*ll ftllll. 

111 '11•· ot u- - u. au- t ot u.. \1111W 

Stat. __.t.q 11apss tllat tiiiT ~ au- :t ~ t1111 

U ~ to lot- tlls ICIW U ot ~~ e 3 I 

and "-Dla tlla\ ,__ Drdlll •tllln t.a. oatecoriM dat1nad 

abcoN wUl a. J*'lll...S to anUr fw lw). 

!be .... se:r u a~&t.llor1MII to-- ta. J11.A1eV7 ta-t l:lle­

qaata ~ wUl bs I*'O'Iled tor U7 l*'UDF of \a. .a.... 
-'1ciDM oataaan• ttbo are a•uw into ,....,_, 8llll \llat _.. 

nac .. wlll bs ..- .. ~ .. ,...m11:1e to-w_, .... 
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auob .,._ 1111o allao•W 118 tollllll to 118 ''""&111118 \o NMlw a 
..ua tar \118 •w at.au.. 

atetar .,..._. and._... .. baw .._..,.. _, u. 
Qcow• Ito~ \118 ~W ftat.M \o \118 OG m w ol 'IJ 1.., 
It 1'1l' Jlw'tQpl and 11111'-'land. 

lD ardw \bat \118 Ocmi-11\ ot \118 1.1111\114 ftaU. 11a7 118 
•PP*'•Iw1a\el7 1~anad aa- u poMi.bla, tile • ._ 1 ...W 
appnoia\a 1181 .. ......,.. ., tile llli!U\r7 wbet.Mr , .. fllrldab 
aom • ut 1a ,.stu,. \o leolcl lta turtbar ux1 'ftllllad coopa .. 
Uoa \o tile extaot •t tortll allow i D oo-uoa wUb \ba .,..._ 
t. ot liu'ClpMD ~-
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...w.- lo. ' \o IINpaWh Jo. ~. claW Dll I 14, 1"4 h'c. u. JMrleu .,..._,. at. Aalaln. 

341 

lb npl:r to tbe note -'»J.o ot t.bot Jlllbuo:r ot tM lldW 
St.at.ea at AMI'loan, llo • . 10)4, claW ~ 8, 1944, t.bot lll»­
Ut.ry at Fantca AU.U. haa t.bot ._.. \o 111f- t.bot 7 2 ; 
- foll.._. 

It hu beoc. tllpMfthla \o CI8I'I'J' 1n\o etteot. t.?le JW :; l ot t?le (JOWW-nt. ot t.bot lallW Me\ee Olllll 1111.111 t.bot 1 • 
at !larkim .uu \o oert.a111 oat.twlll't• at pa- un.c 1a 
~. u a Nhlt. ol U. ••"*• ot ti~t.1o rclatl- a.­-..n 'fllrtll:r lmd t.hc latter c:.OW4a;. 

Jloi'COM 1 tbc l1t.rat.10D at t.bot .. lliiiD oo...trt• • U. 
A) Had anii.M 1c col'liJll t.2le a-' It'• ot t.bot pa lllt.cd pa d 
1a "- oqlllltrU;. 

JleiW W.l• 11, 1D _. aac 1•..- 111tb trM ept.rl\ ot ool 1ehc t a-t.1oo wliiob t.bot OOM t. ot t.bot a.,: Mto 21M a1cc1= d ,.__, 
1a u. •t.t.er a~ rctllpoo, uu. alllftr7 11111 DO\ taU w wt~t 1nt.o oon.I. ..... UOD t.bot doo1rc i I J 1a t.bot , ' 7'0 ..... 
To t.b1o end, t.bot !'larlci.eb c-.la\eo 1a t.bo lallren oo...VU. 
haw rcoo1'1Cd i MVuot.iOIW to 1 '• 1a appnprlaw -· 1a U. ~,..2 • to Pie o~ "'ttae ;on: 1111 aJIP17lac t• na., tho1r qualltioat.1- t• c:ht'ddlll an JMrleu n.a. 

Ankara, Du 2 6, 1944. 

An1 ca. 

• 
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NOT TO BS R£-TBANSMITTBD 

COPY NO. ~(.) _ _ 

Sf&R§T 

OPTBL No. 404 

Information received up to 10 a . m. , 14th December, 
1944, 

1.. ~ 

On lOth/11th French Submari.ne Chaser sank coastal 
craft off Cannes and took crew prisoner, 

13th , No change situation Greek ports except at 
Kalamata where it is easier. 

2, MILitARY 

~RN FRONT. Limited advances Saar area east of 
Bischweiler and north of Haguenau and Sareeguemines . Further 
small advances by u.s . troops west of Duren. First u.s. Army 
launched an attack s.w. of Duren during morning 13th, 

~. Canadians have ga i ned bri dgehead across a 
canal N,W, o~si despite intense opposition. Fi er ce German 
counter attacks so far successfully repulsed and bridgehead 
maintained. 

~~. 12th, Athens and Piraeus area, Conti~~ed 
infiltration by rebels towards oity centre during night followed 
by shelling during the day , Rebel activity generally increased, 
Some British troops arrived by air·, 

SALONIKA. 11th, Dockers came out on strike, 

ws§TEBN ~· 12th/13th, ' Esson, 2345 tons dropped, 
13th, 2~-midium bombers attacked defended villages 

south or Duren with unobserved results , Bad weather reduced 
close support sorties by tighter bombers and fighters to about 
200 (2 missin&). Coastal Command Mosquitoes (1 Mosquito missing) 
attacked and left sinking a merchant vessel ott S.W, Norway, 

13th/14th, Bomber Command sent out 71 aircratt•-
52 agAinst shipping Oslo Fiord and 19 sea mining, All returned 
safely, 

MEPIIERRAHH~N. 12th, Bad weather prevail~d . 51 
heavy bombers dropped tons Blechhammer Oil Ref inery through 
cloud, 50 Liberators carried supplies to Greece, 

4 , HOME SECQBITX 

13th, One rocket reported, 

13th/14th, Three r ockets reported. 
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