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Present: Mr. D. W. Bell 
Mr . Gaston 
1!r. V.'hite 
Mr . Blough 
Mr . Pehle 
llr. Luxford 
~r . O' Connell 
~r . DuBoi 8 
Mr. C. S. Bell 
Mrs . Klotz 

January 1, 1945 
9 :30 a.m. 

ll.M. JR: Dan Bell was t rying to get --I wish they 
wouldn't do this to me, Gambl e and Coyne- - there was nobody 
there , but i f · be woul d-- ' 

MR. D. Vi. BEll : Coyne ill gone , t oo . 

HY . JR: 'Yes, t hey just shouldn ' t do that . 

MR. D. W. BELL: I agree; I t hought they were goi ng 
to be here. I t houeht t hey were in touch- -

H .~' . JR: We have sanething that can ' t go ahead. 

MR. D. W. BELL : I suppose he st opped on the way over . 

H.ll. JR: They say Gamble stopped, too . 

Well, anyway, if you would make a note and tell Coyne 
I want to know what preparations t hey are making to 
celebrate the tenth anniversary of the baby bond i ssue--

MR. D. VI. llELL: Yes, we ought to telk to you sane 
day soon about what we are going to do to refund t hem . 
That is the question we have, as to whether we will pay 
off t he first couple hundred million of them or whether we 

1 
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woul d offer the hol der some new security. Thure is BOUle 
thought that if we pay them off we would encourage the 
other holders nnd stop the rumor that t hey are never going 
to be paid off . It might be a good thing to pay off this 
first S!Dall amount . 

H .L JR: Gamble said he wan ted to be consulted on 
what we do . ~hen Coyne gets back, will you and Harry take 
it up with him? 

What is our active status toward the French Government 
funds which are frozen , and the French nationals? 

MR. WHITE: The French Government funds which are 
frozen have not been wholly released, but they did release 
sane money for the~ to pay their current debts, and the 
decision we have agreed to is to release them as soon as 
the question of legal difficulties which the French funds 
are in-- that is a matter which you f ellows--

~:R . O'CONNELL: That is quite reasonable, but I 
think the attachment suit betl.een the Belgians and French 
has been settled, and at the present t ime the French Govern­
ment funds are available to the French, subject to a very 
general licensin~ provision from us . All they have, I 
think, is saneth1ng in the nature of reporting requirements 
with respect to amounts over benty- five thousand dollars . 

llR. WHITE : Have the legal requirements been elimi nated? 

MR. O' CONNELL : Oh, yes . There were several tech-
nical difficulties last week, but I think they are all 
straightened out now. 

One difficulty the Federal Reserve Bank had with the 
State Department is that the French Government-- rather, our 
Government is in s position to draw on funds, and that, I 
think, has been squared away, and the other is that all of 
the French Government funds have been attached by the 
Belgians as a resul t of the deal involving the Belgian 
gold which the French turned over to the Germans . But 
the lawsuit has been settle~ too, so for all practical 

2 
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purposes the French Government funds are available to the 
French Government as of today wi th a sort of reporting 
requirement that they let us know the purpose for which 
they have used or are using substant ial sums, but pretty 
generally private funds - -

H.}' . JR: Why don ' t we do this : Vlhy don 1 t --v1ha t about 
French citizen s? 

3 

MR. O' COONELL: They are just about where t hey were 
before, f rozen and subject to release on specific l icense, 
and we have not substantiall y relaxed our li censing require­
ments . In other words , i t is 'the same with the Bel gians, 
Dutch, and others . 

H.r .JR: Let ' s take a French citizen here who has one 
million dollars and rl8nts to get his :noney. •by shouldn 't 
he have his n:oney? 

MR. V;'FII TE : It assumes that there would have to be 
some proof that he is not a collaborationist and i s not 
using it in v.ays to defeat either French exchange laws 
or our own . 

H.U. JR: Who passes on t hat? 

!.ffi. WHITE: We do, but v.ha t we coultt do is take the 
French Goverrunent ' s word for it . In other words, that is 
;•,hat we v1ould do i 11 t he cese of (;hl.,na . ilhen China approves 
a particular payment ~e .say it i s all right . 

MR. O' CONNELL : We have not reached that stage with 
the French Governmen t as yet . The whole purpose ol freezing 
was to prevent collaborationists or German sympathizers, or 
Germans themselves fro~ getting control and use of funds the 
French had over here . 

H . ~' .. TR: I think we ought to make it clear, not only 
to our o~~ public, but to the French public,where we stand. 
I woul d like lt made clear to me . Even you t v.o men are--

llR. \\mTE : This is the kind of case they oall up 
about where people--Americans that own French belances r;ent 
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to be able to sell tham freely, and that is contrary to 
prevailing French exchange laws . 

H.M.JR: Supposing you men get together with Orvis 
Schmidt, I would like to see you . Are you interested in 
it? 

MR. D. W. BELL: I don't know anything about it, but 
I will be glad to sit in on it . 

H.Y.JR: If you ~ant to, you are always invit ed, but 
get it together in a couple of days and give me a roundup 
on it with Orvis Schmidt . And as for a me eting, I would 
like to give you something in writing, because I don' t 
want to wait to have my hand forced on t his thing. 

In this mail report of December 22--do you get the 
weekly mail report? On the first page is mentioned six 
requests for tax refunds . Well, that's--no, this isn't 
you. The point I don 't quite understand, Dan, is you ~ick 
it up--i t is the second paragraph on the first page . There 
are 6 reports from f~nilies of Service men whose bonds 
have not been received. Loss of interest on the securities 
that have been called continues to be a sore spot, and 
there were a number of protests tbi s week. • What I don 't 
understand from this thing is wbetner they lost their inter­
est or lost the bonds . 

MR. D. W. BELL: What happens is that a check goes 
out and is cashed by some member of the family , or maybe 
it is forgery. That is for G bonds . That check goes to 
the General Accounting Office, and we can ' t get eny reply 
out of GAO. I have taken it up with Mr . Yate s, and he 
took three or four cases last week and sai d he would like 
to run them down to see what he could do to work up a 
procedure to facilitate answering. They don ' t even reply 
to them in the Claims ~ivision , but in a good many of 
those cases, it is the fault of the people . Here is a 
lady, a wife of a Naval officer who moved two or three 
times, and her check follows her around and misses her . 
She hasn ' t gotten the last two interest checkR on G bonds, 
and abe is sore . I don't blame her . I don ' t think they 
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appreciate t hat t~ey have t o get t he chan~e of 
time befo re the interest peri od is up i n oraer 
ne~ address on th~ card. 

address in 
to ~et the 

H .L Jlt: \':ill you handle it? 

1lR. D. v:. BELL : Yes, it is a sore spot v1ilh us . 

H." . JR: Is there anything v.e can do about it'l 

~:R . D. W. I!ELL: Not h' nc, except whet \'.e heve done . 

(The Secretary holds a telephone conversation r.ith 
lo!r . Courtney BroY.11 . ) 

L'R. !). •r. B2 L: J have had it out with the General 
Acc(!unting Office, and 1:e ought to Jet somet hinr; t !:is ,,oek . 
V.'e do follol'i those complain t f very carefully. 

li.U.JR : ibose li tt le thi ngs can irritate an enful 
lot of people . 

J.~R . D. W. BELL: And when you have three milli on 
people invol ved, you are bound t o ge t some compl aint s on 
1 t. There are mixups . 

side. 

(~'r , Luxford enters the conference . ) 

H.l! . JR: Why are you so seri ous? 

UR. LUXFORD: I r;ot up pretty early this morning, 

H. A! . JR: Happy Nev. Year . V.'hPt did you do with DuBois? 

1(R. LUXFORD : Isn't he around? I saw his sister out-

' H.M.JR: Whet is hi s sister doing? 

l!R. LUXFORD: She is down from New York for the 
holidays . 

H.l' . JR: You didn 't see him around anywhere? 
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H.M.JR: Mrs . Klotz, the next one on ~age two is a 
telegram from Willi&n Cerrato of Schenectady--the American 
Locomotive Company . I want to ~Tite a letter to Mr . 
Patterson simply saying that I have this letter from Mr . 
Cerrato, and what is the answer? Vfuy has t he American 
Locomotive Company no contracts? 

And the other thing, Herbert, is on page five of this 
thing. Mr . To~ne of Des Uoin es enclosed a clipping fran 
the Register of Des Moines, Iowa, and says that Roosevelt 
is planning to do something to make all these bonds worth­
less, and then says that F. O.R. and Eleanor are not bu¥ing 
any either. He also questions wy sinceri ty in not buy1ng 
bonds, you see. Would you look it up? 

MR. GASTON : Yes. 

H.M. JR: I don 1 t know wh.a t the Des Moines Register 
said, but I would like to know. 

5 

MR. D. W. BELL: We had sanething like t hat in Nebraska , 
and we got in touch with the State Chairman and he got .in 
touch with the newspaperman , and they came out with a very 
nice edi tori al on t his side. 

H.ll. JR: Charlie? 

}JR. C. S. BEll : I have a deferment which I think is 
a pretty good case, ano ther one of our plate printers fran 
the Bureau of Engraving and Printing . He i s twenty-nine 
years old, on the key list , and has two children . We can ' t 
get plate printers . The name is Milton Harrison . 

H.M. JR: Do this : The thing that burns me is that 
Mr . Bell' e printers are stopping and only printing so ma111 
bonds s day. 

year. 

KR. D. W. BELL: I agree . They don't buy bonds, either. 

(Secretary signs deferment request for Milton Harrison.) 

(Mr. DuBois enters the conference . ) 

MR. DuBOIS : I have set a good precedent for the new 
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B.lLJR: \'hat did you say? 

MR. DuBOIS: I have set a good precedent for the 
nev1 year , 

H.M. JR: For whom? 

J.m. DuBOIS: I am setting a new one. 

H .ll . JR: I almost asked your sist er to at tend. 

Happy New Year! 

7 

MR. C. S. BEll : With John Sullivan leaving, I wondered 
if you wanted .to designate someone else to r epresent you 
a t the Nat ional Gallery of Jrt. 

H.M.JR: Yes, if she can, I YiOUld like Mrs . A:orgenthau 
to represent me. Find out before--give me a little note on i t . 
I will ask -her at l unch today . 

MR. C. S. BR.L: That is all . 

MR. D. W. BELL: I am not sure, but I think it has to 
be an Acting Secretery . 

H .~ . JR: Befo re I ask, you had better find out . Dan, 
you are designated as Acting Secretary of the Treasury . 

UR. C. S. BELL : John r.as never designated on paper. 

H.ll. JR: Call up the man who used to represent me, 
and ask him off the record. 

MR. C. S. BELL: Yes , sir . 

MR. D. W. BELL: I oan sign the papers as Acting 
Secretary, and she can attend Informally. 

H.M. JR: Ask before I put it up to her . 

What else? 
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MR. C. S. BELL : That is all, sir , 

H .l! . JR: Dan? 

MR. D. W. BELL: I hesitated to call you at home1 but 
we got eighty- two million in E bonds , making two bilhon, 
five hundred and thirty-four . 

H.M. JR: How many l bonds? 

MR. D. W. BELL: Eigbty- t~o, making two billion, five 
hundred and thirty- four . That is two million over the 
quota, and we have another day· to go . The total is twenty­
one billion, seventy- six million. 

MR. GASTON : It is exactly fifty percent over the 
quota, isn't it? 

R.M. JR: '!'hat is what I said the other night . It is 
a good thing to use . When are you going to be ready wi t h 
that release? 

MR. GASTON : I am wiD. ting for t hem to bring me some 
dope over from--

L:R. D. V:. BELL: That won't be ready until tomorrow. 
The figures won't be in until tomorrow morning. We allowed 
them to go over Sunday and take in those fi gures-- send 
separate reports in . ~any banks are closed today, so it 
will be tomorrow morning. 

1'R. GASTON : We can have it sometime t anorrow'l 

. MR. D. W. BELL: I sent over to Sam Rosenn1an late 
Saturday Harry' s drafted statement on Bretton Woods and 
told him I was doing the thing and thought that possibly 
be would want t o work with the President over the week­
end on the State of the Union Message, but t hat you had 
not seen i t . and I thought you nJgbt want to make some 
changes on lt today, and he would be notified immediately. 

&lR. WHITE: I t hou~ht it would make it pretty long 
on the possibility he m1ght want it to go in . Otherwise, 
cut it down . I don ' t know how much time I want to spend 
on it. 
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MR. D. W. BELL : I don ' t know ho~ urgent t ha t i s , 
but I assume t he State of the Union Message will have t o 
be r eady today or tanorrow. 

H.L! . JR: He said l ast ni ght he had seen a couple 
draf t s end didn 't like any of them on the whole message . 
I doubt if--well, he may do somet hing toda;r . I don ' t 
think he did anything ovel' the week- end. 

rR. WHITE : He doesn I t like t.lis draft? 

H.J~ . JR : No, no, no, on the l":hole messege . He didn ' t 
ltlen ti on this . 

MR. D. v:. BELL : \',hat they put in the State of the 
Uni on ~essage ought to guide us e preat deal on wLal we 
do with the Budget ~essage , I shoufd think . l.'aybe 1·.e can 
cut t he paragraph dovm on lho Budget llesssge if the full 
statement on it goes in t he State of t he Union Message. 

H.M.JR: I wouldn ' t . As I said over t he phone, I 
woul dn ' t worry too much if it is in both pl aces . 

l:R. D. W. BELL: I think you might v:ant to change 
one or the other . 

II .L'.JR: Let me uk you this . Well, the i nforwe.tion 
is, the President i s not going to deliver t he message i n 
person - - t he Sta te of the Uni on Message, but --

!.!R. D. W. BFLL: I tee . 

H.M. JR: But I think it would get much wider publicity 
i f we woul d send him t he message . 

1'R. D. W. BELL : I think eo. 

I would like to bring up again t he Seaboard Ai r line 
Railwaj". I am sorry to have to bother you so much about it. 

H.~ . JR: Tell the boys lhis story, and see wha t t hey 
t hink. Let ' s get . a sympathetic hear ing her e . 
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lSR. D. VI . BELL : We have fourteen million dollars 
in the Seaboard Airline Railway- - had it since 1920--

iO 

and in addition to that, they owe us sever~l million dollars 
of interest, I don 't know just how many . 

1:R. BLOUGH : Viho are the "we" in thi s case? 

UR. D. W. BELL : The Treasury . 

~R . O'C~I~ELL : The United States, acting through 
the Secretary of the Treasury . 

H.M;JR: You and me . 

MR. BLOUGH : That is a nev1 one; I didn ' t knov; we 
held property. 

!.!R. D. VI. BEU: We made three hundred million on 
loans since 1920 . Well, anywa¥, 1·1e have as collateral 
about sixteen uillion dollars ln first mortgage bonds, 
the best bonds of Seaboard. They have gone through a 
re-or~anization, under which we get some other types of 
secur1ties, including camoon stocks . They have set up--

MR. GASTON : ~111 you hold those other securities 
as additional collateral? 

MR. D. W. DELL : No . We hold about sixteen million 
dollars on the first mortgage bonds, series A, which 
are the prime securities of the road . That road has now 
gone through a re- organization under which those bonds Vlill 
be cancelled and other types of securiti es &iven in their 
place . 

MR. GASTON: To hol ders in general of those securities? 

MR. D. W. BELL: Toe first four and one- half some 
preferred stock and some C01mon stock which v1ill ~et--Mr . 

Wright, who represents l!r . Jones on a number of rulroad 
re-organizations in r~ich the RFC is interested, has been 
following the Seaboard very closely, end he is the one fro;~ 

when we got our advice on the re-organization, and he follows 
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the outside interests very closely . They are in t his re­
organization. There is sort of a voting trust created over 
and above the board of directors, ana he tried to get us 
to be represented on that voting trust because he was afraid 
that if we weren' t and we had a l arge bulk of t he bonds, 
that other interests will get in there and control the Tlhole 
setup and manipulate the stocks and bonds to their advantage. 

I think maybe his fears are well founded, end Tri­
Continental owns the greater ehare, ! t hink. I talked to 
the Secretary a bout it, and he did not wsn t t o be rep­
resented on t he board or on t he voti ng tr~st. I told Mr . 
Wright, and three weeks. later--last week, as a matter of 
fact , he called me up and said, "You wi ll, I think, get an 
offer for the securities i n th~ very near future, and I hope 
that you won't accept it, because I think the securities 
are worth a good deal more than indicated by the market . 
The bonds are selli,ng toi:iay on the market at fif t y- four, 
and last Frid.ay I did get en o·f f er from Merrill Lynch, or 
at least a suggestion that they would make an orfer early 
in the year at about one and three-quarters less than the 
market at a certain day, say, any day that they chose. 
We would get about fifty- two and one-quarter for t hose 
securities, which makes our debt worth about eight million 
dolJ.ars . · 

Now, as near as we can tell from t he market of the 
new securities that were issued under the re-organization, 
there were close to t~ million dollars, although they 
haven't told us t hat . 

· Now, I think that the Uni ted States would be much 
better off i f we had somebody that was watching this very 
closely, and I don ' t think we can do it. So I am again 
going to bring up the question as to whether we shouldn 't 
transfer all of these railroad subscriptions by executive 
order to the RFC to be handled by them. 

H.M. JR: That is the first time you have said that, 
Mr . Bell. 

MR. D. \7. BELL : I said, "Wnat would you t hink about 
it?" And I said, "I think it would be better-- " 
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the outside interests very closely. They are in this re­
organization . There ia sort of a voting trust created over 
and above the board of directors, and he tried to get ua 
to be represented on that voting trust because he wss af raid 
that if we weren't and we had a large bulk of the bonds , 
that other int erests will get in there and control t he l'1hole 
setup and mani pulate the stocks and bonds to thei r advantage. 

I think maybe his fears are well founded , end Tr i ­
Cont inental owns the greater ehere, l think . I talked to 
t he Secretary about it, and he did not want to be rep­
resented on the board or on t he voting tr4st . I told Mr . 
\\right, and t hree weeks later--l ast week, as a matter of 
fact , he called me up and said, "You .-:ill, I think, get an 
offer for the securitles i n the very near future , and I hope 
that you won't accept it, because I think the securities 
are worth a good deal more than indicated by the market. 
The bonds are selling today on the market at fifty - four , 
and last Friday I did get en offer from Merri ll Lynch, or 
at least a suggestion that t ney woul d make an offer early 
in the year at about one and t hree-quarters less than the 
market at a certain day, say , any day that tney chose . 
We would get about fifty- two and one-quarter for t hose 
securiti es , which makes our debt worth £bout eight million 
dollars . 

Now, as near as we can tell from t he market of the 
new securities that were issued under t he re- organization, 
there were close to ten million dollars, although they 
haven' t told us that . 

Now, I think that the United States ~ould be much 
better off i f we had somebody that was watching this very 
closel y, and I don't think we can do it . So I am again 
going to bring up the question as to whether we shouldn ' t 
transfer al l of these railroad subscriptions by execut ive 
order to t he RFC to be h11ndled by them. 

H.l.r. JR: That is the first time you have said that, 
Yr. Bell. 

l'R. D. W. BELL: I said, ~wnat would you think about 
i t ?• And I said, "I think it Muld be oetter-- • 
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H.M. JR: I am sure you never sai d that to me before. 

~R. D. VI. BELL : I thought I did, but maybe I didn 't . 

H.M. JR: No, no , wh~t you tol d me--and I can ' t remember 
where it was--I remember you rode down i n a ca r with me and 
you said they were declaring e. dividend. 

1~R . D. VI. BELL : No, I said they ha d a lot of mon ey 
and mi ght declare e. dividend-- they mi ght . 

H.l! . JR: Have they? 

MR. D. W. BELL: No, the re- organization hesn't yet 
gone through, and new securiti es have not yet be en deli vered. 

HX.JR: I don ' t remember your--! can very easily be 
wrong, but I don 't r emember your suggesting ,.,e transfer 
this . · But I think the point you were trying to ge t me t o 
agree t o i s t o have the Treasury-- the Government represented 
by e. Government director on tbi s board because we would 
know more if we were a Government director, and my poi nt 
was that if we bed a Government director and became a pert 
of it, whatever t hey did, we Ytould be a party t o t he crime. 
I said I would much rather sit back and let them, the board 
of di rector s, vote whateve r they ~anted to do , end t hen we 
,,ere i n a position to say that it '1as good or bad and that 
we thought it was bad. I claim we can go in the courts and 
f i ght it if v.e t hought the Government wants to get in a 
good deal, and I t hought we were in e much better posi t ion 
es a Government of t he United States to be on t he out side, 
rather t hen being on the insi de. Now, that i s the di ffe rence, 
isn't it? 

MR. D. W. BELL: Except, I don ' t think I advocated a 
person on the board; I agreed with you one hundred percent 
that the Treasury should not be on th e board. 

H.M. JR: Dan, you are wrong. Two different times you 
wanted me t o appoint somebody as. e ~irector of t he board. 

rR. D. Vi. BELL: I am sorry, you got me wrong . I 
merely raised it as a question of policy . 
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H.M.JR: No, no, you definit ely wanted me to appoint 
a man . You said, "V-Ie must have a man on the inside ln 
order to know what is going on . " 

MR. D. W. BELL: I am sorry you got that . I have 
be en with you all along that Treasury should not be on 
these boards . 

H.M. JR: You definitely v:anted me to appoint somebody 
as a director; that wa~ the whole argument. 

llR. D. W. BELL : I \'las just trying to get a decision 
as to policy . That was the purpose of raising it . 

H.LJR: (To A:rs . Klotz) This discussion beb1een Mr . 
Bell and myself took place, bu l tile v;hole e rgumen t v.as 
t o get me to recomLend--appoint somebody as a Government 
director . ~ 

l.::R. D. W. BELL: Well , I am sorry if I left that 
impression, because I don ' t think I ever advocated that. 

H.M. JR: That is the i mpression I got . And as far 
as the Government having a r epresentative on t he board of 
directors, I have absolutely no recollection of your making 
that suggestion . 

l~R . 1}. W. BELL: I am makin~ the suggestion no1'1 if 
you think it is important. Nothlng has happened in which 
we needed to--

H.M.JR: Let ' s go back. What about this thought which 
I have carried right along? 

(Mr . Pehla enters the conference. ) 

H.l' . JR: Good afternoon . You look a little pale . I 
suppose it is the blood . 

MR. PEHLE : Yes, sir . You said to drink lots of 
liqui ds . 
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H .~. JR: Lots of hot t oddi es . 

You have just been preceded by two minutes by .Mr . 
DuBois, and three minutes by Mr . Luxford. 

Go ahead. 

MR. D. W. BELL: You said, "Let's go back . .. 

H.Y.RJ : Vlher e do you stand on the Government having 
a director on the ooerd? 

R. D. 'II. BElL: I don ' t think the Treasury should be 
represented , I think it should be some agency who can 
' latch the setup, and if Jesse Jones wants to put soJJebody 
on t he board of trustees and di rectors, I ~ould say O.K. 
if he wants t o do i t , but I think somebody ought t o watch 
it, and I don't t hink we are in a position to watch i t . 
We are not close enough to it . Certainly yo~ shouldn 't 
be represented on the board; l agree with that, Treasury 
should not . 

H . ~: . JR: In all due respect, I t hought quite the 
opposite . 

MR. D. W. BELL: I am sorry. That has been a policy 
of t he Treasury for twenty- five years . 

H.l l . JR: What? 

YR. D. W. BELL: Of not being represented on the board, 
and we have gone along 11ith that right along. But Llr . Jones 
follows s different pol icy, and he follows the whole setup 
with these railroads more closely than we have ever followed 
them . 

H.M. JR: Excuse me, the question this morning is, 
should we turn these railroad securities over to Jones? 

MR. D. W. BELL: That is right . 

H.li . JR: That i s sanething quite different . 
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L:R. D. ':1. BELL: And I unders tand irOI!l !l.r . O' Connell 
that it can be done by executi ve order . 

UR. O'CONt.:I.L : There is no questi on about that . It 
seems to me, therefore, there are thre e :posei bili ties, 
one i~ the Treasury coul d keep the secur1ties and do 
nothing, in accordance with our usual poli cy . '!'hat 

:s 

seems to be the wor!' of the posaibili ties , because if we 
have ten or t~enty percent interest in the railroad, 
there is LO --e/ o~ nrotecting our interest by sitting back 
and waiting for the board of airectors to do sometning, and 
then t heoreti cally try t o stop them; it has been done. We 
are in no position to do that . We are a stockholder, end 
if we do not t ake our in t ere st seriousl y enough to be rep­
resented on the board, there is nothing ef f ective we can 
do about it afterwards . 

H .l f . JR: Certainly if to:..orrow I.:errill Lynch offers 
fifty - tl1o, I don ' t have to t ake it . 

MR. D. VI. BELL: I don't t hink you shoul d t ake it. 

lffi. 0 ' COONELL: We can ei t her keep the sec uri t i es and 
do nothing about it, about seeing t o i t our i nterest is 
made effective by representati on, or ~e can sel l t he securi­
t i es t o ~aryland In surance or someone else. Or ~e can 
turn the securities over to Jesse Jonee who bas a di f ferent 
concept of how to protect the Government interest wi th re­
spect to t hese securi ti es . 

~IR. \'IHITE: There must be a large number of securiti es 
in a a~ilar position hel d by the Government. 

YR. O' CONNELL: You mean the Government ? Oh, sure; 
Jesse Jon~s has . 

MR. WHITE: The problem the Secretary is raising-­

H.M. JR: Which Yr. Bell is raising. 

MR. WHITE : ••• or Mr . Bell i s rai sing--the Tiew relates 
to Treasury position, and it seems to me we ought to keep 
out of it and give it to somebody whose business is to 
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follow it, and who ha~ a lot of tne others, and if you ar e 
considering it from the point of view of the Government, 
it is a much broader problem and one that doesn't concern 
you as direct ly, whether or not you want to raise the ~ues­
tion as to whether the Government should be represented on 
the board of directors of any institution wher e it bas 
securi t i es- -! take it you are not raising the latter question , 
but specifi cally the Treasury--

MR. D. W. BELL: The only one that ·can be represented 
at the present t ime is the Treasury. 

liR. Whi TE : You are not raising the question as to 
whether the Government should be, because you already have 
a lot of--

MR. D. W. BELL: 
pretty wel~ the l ast 
on the board. 

I t hink that policy has gone fo~ard 
ten years RFC has been represented 

H.~ .JR : Isn't this a question of securiti es, and then 
fi xing the policy, and i f you have any other securities, 
should we continue to hold them or turn th~ over to same 
other agency? 

MR. WHITE: It seems to be highly desirable to turn 
them over to an agency who has most of them and- -

MR. D. W. BELL: That certainly should be the position 
of the railroad securities . We have the other securities 
of a miscellaneous character t ha t we have t aken in a oom­
pranise of tax claims . We may not want to turn them over 
because t hey st ill involve tax claims in sane cases . But 
the railroad securities--! should think we might well get 
rid of t hose. 

H.M. JR: Let ' s leave it this war: I don't want this 
to get out side t his roan . I would l1ke to watch and see 
wha t happens t o the Secretary of ~ommerce in the next ten 
days . See, I don 't want to do sanethi ng which would 
frankl y seem I was doing sauething that belonged to Jones. 
I t hink anything might happen in the next ten days . Handle 
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this as a special case, you see . I don't want a lot 
of publicity and have him say, "Look, the Secretary 
of the Treasury has been given this additional authority-­
additional conf idence . " I don 't know too much, but I 
think- -! would just like to wait and see what happens 
between now and the ~Oth. 

MR. D.W. BELL: All right . Nothing is going to 
happen here . 

MR. WHITE: No, if they offer fifty- two and one­
half, chances are just as good a heek from now. 

H.ll. JR: I think f rom what everybody says here , 
after it is settled one way or another by the 20th who 
is going to be Secretary of Commerce , the railroad 
securities--

MR. D.W. BELL: If we turn them over to RFC after 
the 20th- -

H.M. JR: But not saying anything, not let it get 
out . Is that all r ight with you? 

MR. D.W. BELL: That is all right with me. 

l{R. ~RITE : Has the Treasury been derelict ~p 
to now? Should the Treasury have done anything 1n 
the f ifteen years that it had those bonds which it 
did not do? 

MR. D.W. BELL: The only thing we could have done 
if we had had the authority back in 1920--we had two 
loans , one under Section ~10 under the Transportation 
Act , and the Federal Control Act, which is the Director 
General, who had much broader authority than the Secretary. 
We sold fi ve million dollars in notes which were secured 
by identically the same bonds ~ 1~rch 1922 or 1923, and 
we could have sold fourteen million dollars to ten if 
we had authorized, but when the i ttorney General said we 
didn't have authority to sell, the only thing we could 
do under the circumstances was watch the receiverships 
since 1923 or 19~4 . 

H.U.JR: In the case of bonds? 

17 
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They were war down, but they have 
better posit1on today than we have 

H.t' .JR: \'ie have gotten ri ch by doing nothing . 

MR. D. VI . PELL: And I haves suspicion that the whole 
setup is going to ,get much better markeh:ise . I think the 
group that is in there is ~oing to see that securities get 
much better, but I am afrud tll.a t we are not close enough 
to get out when we should get out, 

!IH. GASTON: \\hat other railroad holding business is 
back of Seaboard? Does some other railro&d hola a big 
block of it? 

1!R. D. W. BELL: Th~ Atla.ntic Coast .Line, I think . 
I think Tri-Continental has its big block of bonds . 

MR. O'CONNELL: There isn't any bigger interest than 
ours? 

MR. D. W. BELL: Not as big. I think they have other 
interests to go in with them • . 

MR. 0' COliN ELL: One reason it seems to me ro·c or 
same Government agency t hat has the facilities for making 
its power f elt ought to hold securities if the Government 
is going to hold them is, we are the biggest single stock 
interest . 

MR. GASTON: That would cause us to get control . 

YR. O' CONNELL : We have got control if we want it on 
ten or twenty percent . 

MR. \',HITE: It would be quite properly in Jones ' 
hands, because it probably is--that degree i~ probably 
controlling. • 

MR. O'CONNELL: But in our hands--

H.Y. JR: I know, but I want to wait until the 20th . 
I want to sit until the 20th. Well, I may be all wrong 
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on thi s thing, but wai t until the 20th. It may be nothing, 
but I have hopes . 

MR. D. W. BELL: I have one other item, Senator 
'1'/heeler--

H.r . JR: It would be a ni ce thing if sanebodf took a 
vote of confidence if the Treasury we.nts t o clo this, see? 

MR. D. W. BELL: Sen a tor Wheeler has introduced a 

:s 

bill whi ch has one very important sect ion . It puts t he 
authority in the Director of the Bureau of the Budget to 
submit to Congress through the Bureau of the Budget a 
national budget along with the Federal Budget , and ti es up 
with the policy of the Federal Government of assuring full 
employment . We had quite a discussion Saturday on the draft 
of a bill in which t he Treasury said it ~as in complet e 
accord with the objectives of t he bill, and we t hink you 
should take a look at that befo re it goes up . The deadline 

· is today, The deadline was Friday, but they have extended 
it over to today . He wants to perfe.ct a bill and get it 
intr oduced and have hear ings on it very shortly. 

H.M. JR: How l ong will it take? 

lilt D. W. BELL: I think it would take at l east a half 
hour. 

MR. W]ITTE : I t is the general opinion t hat it is a 
very important subj ect . 

MR . O' CONNELL: Did you see Wheeler? You mean Senator 
Murray, don't you? 

AIR. D. VI . BELL: I meant Senator Murray, excuse me. 

H.M.JR: Incidentally, what is Jay Franklin Carter 
doing today? 

MR. WHITE: He called me up l est week and said the 
White House asked him to call. I questioned him .a little 
f urther, and he mentioned the President, but I coul dn 't quite 
pi n him down, ao I suspect the line of direction was a li t tle 
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bit vague in his o~n mind , But I thought we had better 
treat him nice anyhow. 

MR. GASTON : Whet did he ~ant, Harry? 

?0 

MR. ~~ITE : We had a conference wi th the boys on some 
provision for loans--long term loans to small businesses 
who can't afford to float t hem, so we called George Haas' 
Legal Division and SEC, and they had a preliminary exploratory 
conference, and if it amounts to anything it will go to 
Mr . Bell . 

H.l.l .JR: If it doesn 't, it will come to me? 

YR. V.tl iTE: No, if it doesn 't, you won't bear about it . 

A!R. GASTON : I had a converse ti on wi t b a couple of 
George ' s boys . 

MR. VMITE : So I called him up after and said--

H. !.~ . JR: Is Jay Franklin Carter still writing a column? 

MR. GASTON: I haven ' t seen anything by him i n a long 
time, Jay Franklin is the name under which he writes . 

MR. ~~ITE: I asked him ~hat his official positi on was, 
and be said he didn ' t have any, but he said he takes care 
of the Hill frequently for the \\'bite House, wba tever that 
may be, I don 't know. 

H.V.JR: Well, I am putting him down for three forty­
five i f anybody is interested in t he subject . 

UR. D. W. BELL: Everybody here is interested in it, 
plus George Haas ' group . 

MR. ~~ITE: I called him up subsequently to find out 
whether a subject- -
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MR. D. W. BELL: That is all I have. 

MR. BLOUGH: Three forty-five on the Murray Bill . 

(Tne Secretary and Mrs . Klotz leave the conference 
temporarily.) 

(Discussion off the record . ) 

H.Af. JR: How far did we get? 

MR. D. W. BELL: I just fini shed. 

H.M. JR: I think there are sane people who 1ent to 
give and can ' t . I d on't know whether it would be a good 
or bad thing . Talk about it to Gaston . 

Are you f inished? 

MR. D. W. BELL : Yes . 

H.M.JR: White? 

MR. WHITE: I have a redraft of that memo to the 
President on China (bands to Secretary) . 

H •. li'.JR: A1l right . 

Now, the other thing--one of you.r men showed up 
yesterday. 

MR. VIBITE: I am awfully sorry, but we just couldn't 
reach him . He had moved the day before; we tri ed every 
way, but couldn ' t reach him . 

We have a letter from the Polish Government r equesting 
silver and coinage through Lend-Lea se in preparation for 
the liberation of Poland. Tbi s l etter is dated October 19, 
and we have been sl tting on 1 t , and we will continue to IIi t 
on it . I just .anted to l et you know what we are doing. 

H.M. JR: I tell you what I would do . I •ould draft 
a l etter to Mr . Stettinlus for my signature and say thia 
matter is here and we have been sitting on it. Aak if he 
baa any suggestion. 
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MR. O' CONNELL : Did the letter come to us from 
him--from State-- FEA, or from--

MR. WHITE: From the National Consul ate. 

MJ~ . GASTON : That is the exile government, of 
course . The Lublin people announced yesterday they 
were the pr ovisional bo vernment of Poland . 

MR. ~RITE : This i s the exile government , and I 
don ' t think t hey want the silver so much- -

UR. O'CONNELL: It isn't Uf to us to decide, if 
it is under Lend-Lease . We can t sell it to them. 
If it is a Lend-Lease arrangement , it would come 
under FEA. 

MR. v.HITE: We would make recommendations . 

Mit. O' CONNELL: We don ' t do it. My point was , 
i t seems to me the same request must have been made 
to the State Department or FEA . 

MR. 1.'/HITE : It may have been , but I suspect it 
wasn ' t . All their dealintis on these matters are 
taken up with us . \'oe can contact FEA. 

H.M.JR: lf it has been kicking around since 
the 19th, we can perfectly well ask Stetti nius . 

MR. IDUTE : We have had a number of di scussions 
on it . ~ e have studied the matter, and we have had 
a number of oral di scussions on it . 

The re are a number of pp0bl ems in connection 
wit h the Briti sh. Do you want t o take them up 
now? 

22 

• 

Regraded Unclassified



0 

0 

- 23 -

H.LJR: No. 

•YR. VffiiTE c It should be done within the next couple 
of days, anyway . 

H. ~r . JR: It will be. 

MR. VolUTE : We should be having a meeting. 

H.M. JR: I have a lot of stuff here that should be 
don• today, more than I can do, the Murray Bill , the 
President ' s Message--! have more than I can do right now. 

MR. WHITE: When are you planning to have the first 
meeting to consider Bretton Woods . 

H.M. JR: NOVI . 

MR. \WUTE : That is just for Treasury people. 

H.M.JR: People are coming down f rom nine- thirty to 
twelve on· Wedne sday, and all day Thursday. 

MR. \i~ITE : That hasn' t be en--l'lednesday hun 't been 
changed? I just 11anted to make sure. 

H.1!. JR: We run our office very ull here . You may 
not--inci dentally, for those that are 5oing to lunch with 
me, I don ' t know whether you were notified it was changed 
f rom Tuesday to Thursday. 

MR. GASTON : At the State Department? I got that 
word. 

R.M.JR: You did? 

lffi. GAST~ : Yes . 

23 
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MR. D. 71. BELL: Thursday is right. 

H.M. JR: Mr. White? 

MR. 'NlliTE : There has been no letter from--no , I 
didn' t get it , the message, but I suppose it is in the 
office . 

H.M. JR : You did ge t it . 

l.lRS. KLOTZ : You can not count on what hehears 
end what he doesn't . 

JJR. :'IHITE: '!hero is a letter from General Stimson 
coming to you requesting--

MRS . KLOTZ : General Stimson? 

MR. ·.VHITE : Secretary Stimson. 

H • .!.l . JR : You and Stimson get together . I hope 
you are eood in the afternoon. 

MR. '.'iHITE: I am never good where this thing is 
concerned--to the effect he woul d like you to continue 
negotiations with the Chinese to cover the last quar t er. 
I don 't know whether the letter has come, but i n any 
case--

H.M. JR : How do you know about it? 

JLR. WHI1'E : It was told us by Col onel Pforzheimer--
I think that is the way it is pronounced- - Pforzheimer, who 
wanted us to know that . 

H. M. JR : No, there is no letter here, but you mi~1t 
check on i t ( to Mrs. Klotz) . 

llR. WHITE : Joe asked for this discussion on war 
criminals . I don't knO\'f whether you want to make stenotype 
notes of that or not . 
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H.M. JR : No, but keep after that \7ith me, 

MR. ',Vl!ITE : Mr. Glendinning is caning in fran Ceiro. 

H.M. JR: That is a new name. I don' t think I ever 
met him. 

tm. ~IHI TE : I think youmet him before he went . He 
hasn' t been with us long, about tl70 years. He spent a 
year in London. And Bill Taylor is on his way back from 
Greece . He is on his way to London, but he will stop on 
his vtay. 

H.ll.JR: Will you stop behind a minute? I want to 
talk to you about Taylor alone, please. 

I.!R. 7/HITE: Yes. That is all. <h, one further thing-­
the Italian Mission is waitine for its reply from you on 
its request, so that if you can set aside fifteen minutes 
in 1vhich we can go over the Italian situation with you. 

H.M. JR : 
memorandum of 
week by me in 
please? 

Go back to your office and write me a little 
the things you think should be done this 
connection with you. Will you do that, 

I.!R. WHITE : Yes . 

H.M. JR : And see that it gets directly to Mrs . Klotz . 
Have your secretary wal k in to her , please. 

1m. WHITE: I shall see that that is done . That is 
all. 

H. ll. JR: I had a very interesting two hours with 
Colonel Bernstein yesterday. He had lunch 11i th us. I 
suppose you have seen him. They did what I thought was 
a ve~ silly thing. A cable went to General Eisenhower 
stating that the Secretary of the Treas~ requested that 
Colonel Bernstein be sent over unless i t would interfere 
with the war, but it was stated as Secr etary of the Treas~. 
Those cables are shown to eve~body . I t happens also on 
the English side. Th~y see all the cables. And when it 
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went to Bedell Smith and he sent it on--then he got to 
thinking about it and told somebody, ~Nhy the hell was 
the Secretary of the Treasury interfering ;1ith the war 
by asking for Colonel Bernstein, " but he is here, anyway. 

MR. WHITE: I suspect he had the suspicion. That is 
why he said, "Why the hell. 11 

ll , AI , JR: But I again say for McClo;r, subject to be 
proven otherwise, he has played straight with me , and 
I have asked Bernstein to write up a particular thing 
which General Hilldring told him yesterda;r about his 
own attitude after the discussion with McClo;r of the 
treatment of the Germans, and I certainly coUldn't ask 
for anything more powerful than whatHilldringsaid yes­
terda;r. I asked Bernstein to write it out so I would 
have it, But the best thing he brought- -he was very 
considerate , he really was, was thiS fellow Fisher . They 
got in touch last Wednesday night with Henry, and it was 
the first time in five weeks we had word from him. He 
is right up there somewhere in Luxembourg. So it was 
good news for us . He also said he was very well thought 
of , particularly by his men, and officers as well. This 
Fisher must be quite a fellow. I keep hearing about 
him all the time . I should like to take the t ime to 
write him myself. Mrs. Klotz, to Captain Fisher--he 
went to a lot of pain, trouble . You have to go through 
four , five different headquarters. 

!!R. D. W. BELL: Do you mean the Navy man? 

MR. O'CONNELL: Coast Guard . A young fellow who 
used to work with us . 

H.M. JR : I s there something else? 

YR. WHITE: Your statement with regard to McCloy 
is completely borne out in the carrying t hrough of that 
1067, because the discussions took place at the State 
Department , and Treasury v1as not present. The Treasury 
position was strongly defended, and any departure f rom 
that position was opposed with very considerable persi stence 
in that it was a departure from Treasury position. 
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H.M. JR : To boil down my conve rsati on--Joe was there 
last night--! think the most important thing he brought 
back as far as I am concerned is that someho11 or other 
what Hilldring said yesterday, if in some way that could 
be gotten over to the :people who are re sponsibl e for · 
dealing with the civil1an population, because they just 
don' t know, and while they don' t know there i s a sneering 
attitude, and criticism of myself up and down the line. 
Nobody knows just what the 1!orgenthau plan is that they are 
getting, and he said that certainly the English show no 
sign of in any way wanting to cooperate . 

He said that if only what Hilldring said in 10 me w~ 
could be gotten over, I don' t know. I think this also, 
and I tol d Bernstein this, that at the proper time I 
was going to ask McCloy and Hilldring and Bernstein to 
come--and I think we ought to be very careful in view of 
the telegram which was sent that we don't get Bernstein 
thrown up and out . 

MR. WHI TE : They won' t throv1 him out I don ' t t hink. 
They may corner him off . 

H.M. JR: I think we have all got to watch to do the 
thing through proper channels for his sake and for what 
he stands. 

MR. WBITE: There is no question of that . I have 
Sl me thing additional . I don •t know whether he discussed 
this with you. It seemed to me to be equally important 
and probably of greater importance than the entire front , 
and that was his conviction that all the top people, al l 
the generals, don' t want a weak Germany now. They want 
a strong Germany. 

H.M. JR: That is what I say--if what Hilldring said 
could be gotten over . We agree. I s that all, Harry? 

MR. WHI TE: '!bat is all. 

MR. BLOUGH: Before your next pre ss conference--if 
you hol d prem conferences these days- -! think it might be 
desirable to talk over what tax questions you are likely 
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to get f rom reporter s at this time . 

ll . l~ . JR : I agree with you. I tell you , Roy-­
incident ally, I read today ' s editorial in the Post . Senator 
George has a lot of unfavorable criticism on h:rs-5tate-
ment • 

. Herbert, 7lill you do this for me? You knor1 I am 
not having any press conferences. Shaeffer says there 
is no request which seems peculiar , but he does have a 
sort of press conference every morning at ten o' cl ock, 
I understand . Just have a look at that \1hol e situation. 
I t seems peculiar that these men assigned to Treasury 
never ask to see me, that they are satisfied. Have a 
talk rrith, not onl;r with Shaeffer . 'tlb:y not bring down 
the peopl e who have the status of pres speople? 

MR. GASTON: Yes . Yes, I would talk to th~m . Yes . 
There are one or two of those I could talk to . 

H. l.I. JR: And you might send for Per imeter , too . 

lffi. GASTON : Yes, Irving can find out mme things . 

H.M. JR: The point I am making i~~hat does this 
man tell them every morning? . 

~. O' Cmntl"LL: He doesn't eet anything from me . 
I don ' t know if Danny Bell feeds some stuff to tell him. 

1lR. D. VI. BELL: No, very rarely . I don' t give him 
anything that would justify n press conference every morning. 

H.M. JR: He has a press conference every morning 
at ten o' clock • 

• JR. GASTON : I can find out about it. 

H.M. JR : And you know, of course , about the ar­
rangements with DuBoi s and Luxfo rd? 

l.!R. GASTON : No . 
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H.M. JR: I think I told you1 didn't I , t hat when 
questions came up that he couldn t answer, out of the 
ordinary <;Uestions, that he was to contact them 81 d try 
to find out, and if they--it is up to them to tell him. 
I think now it is a matter of two or three weeks , 81 d 
I think they have had one in:Jtance only where they have 
been called. One instance· in three weeks doe:n ' t sound 
right, see? So if you work it out , and keep after ~t . 

MR. GASTON: Shaeffer has been sick for at least ten 
days . 

H .~. JR : I didn ' t know that . 

MR. GASTON: He 1vas not here at all la st week . 

MR. D .~. BELL : He came in this morning. 

H.M. JR : Anyway, Luxford and DuBois are intere sted 
in this. I explained all that to you, didn ' t I , Herbert ? 
That they would try to do the sort of thine Ferdinand 
Kuhn did 1\hen he was here , handle unusual , out of the 
ordinary things, I mean so when t he press is bothered 
he doesn ' t send them away with, "I don't know. " 

MR. GASTON: Yes, yes . 

H.U. JR: I woul d like to talk to you after you have 
talked to them. 

MR. LUXFORD: It is a most amazine thing that the 
press wouldn' t want to talk to you, Mr . Secretary. 

H.M. JR: I don' t say they don't , but' it seems 
peculiar to me . Their livelihood depends upon getting 
stories out of me , and there are no requests to see me. 
I am satisfied. But I mean I have done ~ l ot of things . 
'!'here have been a lot of changes, and I just wonder, 
what does that man tell them? 

MR. GASTOI{: Well, I suppose ' he is doin~ his best to 
give them any information when they ask for 1t. 
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R.M. JR: But Herbert , he never sees me from one 
end of the week to another . He doesn1 t know what I am 
doing. 

MR. GASTON : Probably they are routine matters 
that do not relate to anythine you are doing. 

H.M.JR: Have a look at it , rtill you? 

J.:R. GASTON : Yes. 

JJR. WHITE: Before you go on, I don 1 t knov1 ~hether 
it is appropri~e to brine it up here , but some of the 
men are int erested in it . ~fuat chance do ~e have of 
putting a couple of new Congressmen that I can suggest-­
m~be other s can, too--on some of the comoittees that we 
11ant, who 1·:ill help us? 

H.M. JR: Well, I don 1 t know. 

MR. ',VHITE : How is th at done? 

H. M. JR: It is not done from this end of the Avenue . 
It is the most tickli sh thing in the world . If I went 
up and said some thing to Sam Rayburn, he would tell me 
l'lhere to get off. 

LIR. GASTOll: A committee on committees . 

~. 01 C0l~ELL : You can pray, but I think that is 
about all you can do. 

H.U. JR: There is nothing that they are more sensitive 
about . 

MR. BLOUGH: I have nothing furthe r. 

MR. PEHLE: I have nothing this morning. 

H.U. JR: You know, John, I woul d be gl ad to take 
more interest in Procurement if you will tell me more 
about what is happening over there . It is just that I 
know very little more now than- -

• 
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MR. PEHLE : You read the reports I send you. 

M.H.JR : Ye~ but that is very dull, if you don ' t 
mind fD¥ saying so, I mean, like aey Vtritten word . You 
buy so many feet of wire or so many thumbtacks, or so 
much of this, but what is going on over there ? 

If you and Charlie Bell--I take it that Charlie 
is still in on the reorganization--! should like to be 
much closer to it . • 

MR. PEHLE: If you would set a t ime , I should like 
to bring the whole si tuation--

H.U. JR: I am just lost . I do not have the fee l 
of the thing at all . I don' t know what is going on . I 
really llould like to know. 

MR. Pehle: All right . 

MRS. KWI'Z : Give him a time? 

H.M. JR: No , not--no, no . He doesn't want time 
today. 

UR. PEIILE : I would be glad to take it up. 

H.Y. JR : I don' t have the feel of i t . This whole 
group here--if you ivoul d brine us the material so the 
whol e group would know nhat is coing on. 

MR. PEI ILE : I woul d be delighted to. 

H.U. JR: If I may just say th.is . You have taken 
the position--th.is is just a little construct.ive criticism-­
t hat I was wrong in asking a question, but you have never 
told me why. You just tell me I am wrong. 

MR. PERLE: I thouiht I made it cl ear why I thought 
you were wron&· l'lell, I should like to go into that 
at length with this group if you want. 

H.Y. JR: I think you should . I don't know how many 
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of you agree with me, but I know there is one particular 
incident, going way bac"k, ~Yhere I took a very strong 
position and forced it through, that it was important 
that if we had one hundred automobiles, it was more 
important that t hose one hundred automobiles go in the 
high priority list of OPA factory workers than that we 
sell these one hundred automobilesto the eovcrnment, and 
I still think so. I don' t know how many other peopl e 
i n the office agree with me , but if there are one hundred 
automobiles--

UR . PRHLE: I don ' t see the connection be~veen t he 
automobile case an d this. 

H.LJR: The whole thing--your whole sta tement on 
the t hine, so to speak, is t hat the government i s so 
important--sell t he surplus to the government , you see? 

MR. PERLE : 'Ihat i s righ t . 

H.M • .JR : And unit s of the government . 

MR . PERLE : That is right . 

32 

H.M. JR: I want you to know I am not sold on it. 
~ mind is open. I mall be gl ad to listen. I don't know 
¥~here the people in this r oom st m d, bu-t I think that you 
shoul d ask for an opportunity at a nine- thirty meeting to 
take a half-hour and state your posi t ion. 

~. PEHL£ : I shoul d l ik e t o. 

H.M. JR : They may all be with you. I don' t know. 

MR. o•cormELL: On the bill--! think there are cer-
tainly oome people in the room partly responsible for 
the fact the department recommended a veto . You talked 
with Mr. Lynch and Dan and some of the rest of us , and 
I should like to claim pl rt of the credit or the blame for 
the decision you made to recommend a veto of your surplus 
proper ty bill . It is largely on the basis of a statement 
Tom Ltnch prepared. 
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JJR. 0.7/. BELL: Not on this point, no. 

1lR. O'CONll"ELL : Ther e are two points involved. 

H.U. JR: The point I am making--it is no crit icism 
of John--! am simply pointing out to John that he is 
taking the position that this is &1 right. He arrived 
at this decision himself, and then gave this testimony. 

Now, I am simply sayi ng t hat I am not ye t too IYarm, 
and I don't know where the re st of you stand . I have 
given him this important task , and I might perfectly 
well say something where I would be cutting the gr ound 
out from under him unkno1vingly . 

UR. PEHLE: I appreciate your telling me , and I 
shall report on i t ful ly at a nine- thir ty meeting. 

H.M. JR : Say you want this, and say people like Lynch 
and other people from the Office of the Secretary--! 
don' t lmo':r where Charlie Bell stands, for instance , on 
this--

MR . CHARLES BELL: On the procedure I am one hundred 
percent with your viewpoint , aml still stand 11ith you, 
but I think it is bad that the governcent agencies have 
the fi r st claim on this ma terial , the automobiles, for 
instance, but I think they ought to sell their r equirements 
to Congress first and get money for automobiles. It would 
be foolish not to give it to them. ~Je are building re­
quirements based on what we have, and thatli'BS a11'1ays bad. 

UR. WHITE : You merely mean, any question of prin­
ciple , i nvolving any possible principle, you would like 
to have brought up here for discussion. 

H.M. JR: That is the point. I asked Pehle to take 
this job, which be did. Now, be has arrived at a cer­
tain position, and I am simply saying t.ha t let ua thrash 
this thing out so we are all doing--

MR. "NHITE : That doesn't apply only to this thing, 
but any problems of principle . 
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H.M. JR: Correct . 

MR. PERLE: The only public position- -

H.M. JR : Now, John, John, don ' t be sensitive. 

MR. PEIILE: I am not being sensitive. I agree . 
fully . 

H.M. JR: Don't you think i t is very important? 

~- PEHLE: I certainly do . 

H.M. JR: The only cri t icism I make of you is that 
you have not asked for an opportunity to thrash this 
thine out with all of us . 

l.m. PEJU.E: The only posit ion I have taken is the 
testimony -which was cleared with Mr. I.Yncl., 1lr . 0 ' Connell, 
and yourself. 

MR. O' CONNELL : There ls no unnecessary inconsistency 
between the position we took between vetoing the bill and 
John Pehle took with respect to the amendments to the bill . 

H.M. JR : John is feeding me memoranda on his position, 
and I haven't had a chance to go over them, and as Harry 
says, the purpose of this t hing is to arrive at a policy, 
and then we sink or swim toge ther . 

MR. 7/RITE: I know John favors that. He is glad to 
raise those questions. 

H.M. JR : All right, John? 

MR. PEHLE: Yes . 

H.M. JR : When you ar e ready you tell me . We l'fill 
set aside a ni ne- thirty morning. 

MR. LUXFORD : I have nothing. 

li.U. JR: This certainly is not to be repeated. I t 

34 
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was terribly funny . I walked into the 'i/hi te House-­
Drew Pearson would likethis one--and as I came in 
there was a blare of Drew Pearson from the ushers ' 
room, and the usher rushed out and confronted us with, 
"Mr . Uorgenthau, have you heard Drew Pearson on the 
air?" I don' t know what he said. Just about two or 
three minutes passed. Flash, exclusive ! I have been 
the longest Secretar.y of the Treasury of any Secretary 
of the Treasury, which is , of course, true . 

Then I eo i n the .Bl ue Room off the diflinif room, 
and from the kitchen comes a blare. I couldn t hear 
what either one said, and I didn ' t ;·1ant to have it 
said. 'Nell, I had to rush into the kitchen to hear 
Drew Pearson, so I didn ' t hear him, but certainly he 
has a listening audience at the 7/hite House . 

MR. LUXFORD : He is building up the larges t radio 
audience of anyJody. 

35 

H.M. JR : I don't know Vlhat he did say, but it was 
very tantalizing to hear his voice but not to be ·able to 
hear what he was saying. Did he say anything of interest? 

!.ffi. GASTON: The.t is all he said, that after today 
you had served longer than any other Secretary of the 
Treasury. 

MRS. KLOTZ : Didn't he say something about l!ellon? 

JAR. LUXFORD : 'That he has served longer than Mellon 
or anybody else . 

R.M. JR: That's this gentleman here , behind me . 

MR. LUXFORD: He served eleven years and three 
months. 

liR. o:.V.BELl: Just one month less than twelve 
years. 

H.M. JR: Somebody--Charlie , will you look it up? 
I think if I live until February, I think, or March, 
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I would outlive the eternal Ur . Mellon. 

1!RS. KLOTZ : That ' s what Drew Pearson meant . He 
was thinking of the next four years . 

MR. GASTON: That cannot be right , can it? 

H.U. JR: I think i f I serve until February or March, 
somebody t old me, I would have served longer than anyone 
el se . 

MR. WIIITE: I thought it was eleven years , three 
months . 

MR. D.W. BEll : That is eleven years and ten months. 

MR. GASTOll: Thi s i s practically twelve years. 

l.lRS. KLOTZ: ·Didn' t he mention refugees? 

H.M. JR: Did he use that? 

MR. DuBOIS: He ment ioned refugees being turned back 
by the British and not beine all owed to go by Palestine. 

H.M. JR: How did tha t come about?. 

MR. LUXFCRD: · That he used the story? 

H.M. JR: How did he put it? IVhom was it for?. 

MR. LtntFORD: He said he had just received word 
that several .hundred refugees from, I think, Bulgaria, 
had been turned back at the Turkish borders and were 
being shipped back into Bulgaria as a result of the 
Briti sh reversin~ their position and not allo~ing them 
to have visas into Palestine , and that Steinhardt was 
up in the air about it and angry about it, but so far 
we wouldn ' t know what was happening. 

MR. WHITE : How did Secretary Morgenthau ' s name 
get i ll that? 
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UR. LUXFORD: That \"'as a separate announcement 
of Secretar,y Uorgenthau . 

MRS. KLOfZ: The Secretary asked what else did 
Drew Pearson se.y ? 

H.M. JR: That was of interest t o the Treasury, e.nd 
they seemed to think·this refugee story was of interest . 

MR. D.W. BELL: This fellow was inacti ve a number of 
months . He might have meant the. t . 

H.M. JR : I got the notion it' s Februe..ry or March 
of this year. I e.m taldn~ very good care of my health 
until then. Ho1' far did .1 ge t? 

MR. LUXFORD : To me . You passed me . 

MR. DuBOI S: I haven' t anything. 

MR. O' CONNELL : I haven't anything. 

H • .M. JR: Mr . Ge.ston? 

IJR. GASTON: I think not . 

H .M.~ : I will let you e.ll catch your breath a 
little bit, and I have this meeting which was supposed 
to take {'lace yesterday. Could we get it organized say 
about five minutes past eleven? Fifteen minutes from 
now? 

MR. i'IHI TE : Yes. 

37 
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TREASURY DEPARTMENT 

INT.It O l"l"IC. COMM UNICATION 

DAT• January 1, 1946 

Secretary Uorgenthau 

Chllrlea Bell ~ 

I find thAt your alternate on the Boo.rd of the lfational Gallery 

of Art should have tho title of Under Secretary, Assistant Secretary, 

or Assistant to tho Seoretary nnd bo able to sign as an Acting 

Seoretary in your stead. This ie essential in order to make the 

minutes or moetin&• legal . Thoro would be no difficulty, however, 

in having lira . llorgenthau doaip>atod aa an observer , and aa auoh 

aha could attend. all meetings and p&rtioipate in the businooa of 

the Gallery generally. 

!~r. Finley, as well as Huntington Cnirns , expressed koon 

interest in Ura. Uor~nthau•a doaignation •• an observer because of 

her interest in art , Nevertheleu, we would have to name an alt,ornato 

for you replaoing I.IJ' , Sullivan, whioh alternate must have authority 

to oi191 as an Aoti,ng Secretary. 
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OAU Jan, 1, 1945 

TO S~oretary Morgenthau 

,.._ Charles Bell 
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Secretary Albert Gallatin served under the Jefferson 
and Madieon administrations for a total consecutive period 
of 11 years, 11 months, and 4 days, which represents the 
longest period served by any Secretary of the Treasury. 

I 
You are next in length of service as Secretary with 

11 years as of yesterday, December 31 , 1944, having received 
a recess appointment on January 1, 1934. Confirmation by 
the Senate followed on January 8, 1934, and you were given 
the final oath of office on January 15, 1934. 

You passed Secretary Kellon ' a record of 10 rears , 
11 months , and 9 days on December 10, 1944. Unt 1 November 5, 
1945, when you will pass the Gallatin record, your only 
claim to a record is that you have served longest under one 
President. 
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Treasury Department 

Division of Monetary Research 

,:'Q 

January 8 45 Date ............................ l9 

llrs. llcHush 

I discussed those matters 

orally with the Secretary on the 

train to Baltilllor e {January 2nd) . 

H.D.W. 

liB. WHITE 
Branch 2058 - Boom 214-1/2 
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TREASURY DEPARTM ENT 
INTER U I'FICE COMMU N ICATION 

oAn Jan. l , 1945 

TO 

I'"IIO M 

Subject : 

Secr etary luorgent l:au 

J .r . \'lhit e 

Some matters t hat need your attention this we ek. 

1. '!'here remain sever al i. tems to be cleared up from 
the U. K. negotiati ons on Lend-Lease for 1-hase 2. Two 
letters av1ait your signat ure v.hich you will probably want 
uiscussed vlith you before si gning . 

2. There are a number of aecisions that need to be 
maae v.itn reference to Bretton .. oods . You set aside 
•• ednesday, 'J :30. A list of t he Ill!. tters to be taken up 
at that meeting is appenaed. 

3. j .. eet ing with the I talian llission to wind up t heir 
stay here. This meeting should be postponed t o t he earl y 
part of next week since we have not yet received a reply 
f rom St ate Department. 

4. Discussion on t he 1.ar JJepart ment reconunendat i ons 
for t reatment of v1ar criminals (memorandum sent to you by 
t r. r cCloy) . 

5. You ma1 want to set aside some t ime t his ITeek or 
next to see (1) L.r. Glendinning, who just returned f rom 
Lonaon; {2) J..r . Olsen, who returned several v:eeks ago 
f r om Sweden, (3) L.r . Gunt er, who returned some time ago 
f rom Cairo, I ran, etc . and (4.) ~ r . Taylor , who should be 
back f rom Greece any day. 

6. You will probably want to set as1ae a half hour 
for di scussion on t he German "book" prior to Mr . Canfield 's 
visit. 

7. lie should like to discuss with you the question 
you raised about reopening t he mines in t he occupied 
German territory . 
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List of ;:a tters to be taken up at Ueeting 
Wednesday, January 3, 9 :30a .m. 

Legislation on the Fund nnd Bank . 

!Aeeting with Cha irm'n of the Congressional Committees 
that will handl~ t he ~egislation . 

lJ iscussion with representatives of banking groups on 
Thursday , January 4 . 

4 . A meeting of the U. S. Delega t ion to the Bretton \'.'oods 
Conference t o info rm them of t hll legisl ation. 

5. Requests for spl!akers on the Bretton Woods Confl'lrence . 
Will you be able to mnko any addr esses '? 

6. Publication of material prepared in the Treasury on 
the Bretton Woods progrnm. 

7. Should we hold a one- day meeting of representatives 
of various organizations cooperating with us on 
Bretton \'looC.s to explain the program to t hem? 

8. Program for additional public i ty . 
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!lello. 

January 1, 1945 
9:44 a.m. 

Mr. Stettinius won't be i n until about noon . Mr. 
Brown is on the wire . 

All right. 

Hello . 

Mr. Brown 

Good morning, sir. 

Good morning. Oh, a week or t en days ago, ~lr. 
Stettinius said that he would assign somebody 
who would look a fter me on requested information 
t hat I wanted. He mentioned somebody who is also 
going to look after t he White House-- it you ' ll 
mention the name I -- I'd rem~mber i t. 

Bohlen. 

Uh huh. 

Now, there are two things t hat I want and I don 't 
know whether he wants t o send Bohlen over -- I 
would like to have it today if possible. 

Uh huh. Ub huh. 

Now, the first thing is t his: If there ar e any 
communications from l~r. Harriman in regard to 
Gen~ral DeGaulle ' s visit in Russia •... 

Ub huh. 

I -- I would like t o see thoee dispatches. 

Yes . That's any messages f rom Harriman re DeGaulle 'a 
visit to Ruuia. 

Right. Tha t's one . And two: I ' d like to be brought 
up to date on where we stand vis-a- via the Argentine. 

Ub huh. Ub huh. 
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Those two thlnge. 

All rlght , sir. 

Wlll you tell Mr. Ste ttinius ·~hen he comes? 

Yes , I ' ll be -- I ' ll be very glad to do that. 

And then however he ' s golng to handle it, I Just 
wanted t o r emind him that he mentioned Bohlen . 
But however he ' e going to handle it, lf you can 
let me know, I 'll set time aside. 

Yea. All right, elr. Fine. 

Thank you. 

I'll pass that message along, sir. 

Thank you. 

Thank you , sir. 
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Hello. 

Hello. 

'fenry. 

!iappy New Year! 

January 1 , 19~5 
11:1~ a.m. 

Ha9py New Year to you, sir. The young gentleman 
who is to keep you informed is Mr. Charles Yost. 

Yost? 

·r. 

Y-o-11- t. And 14r. Charles Yost knows all th e answers. 

Smart boy . 

He 1 s one. - - he 1 s one squarely next to me and - - and 
is-- sits in our Staff Committee. 

I see. 

And is one of the best informed young men that I 
know of in Washington on matters pertaining t o 
foreign affaire. He'll he over any time that you 
would like to have him come today on the Argentine 
and the Franco-Russian r elation thing. 

Well, I th1ri I'll ask him, unless that interferes 
with something you have , at nine-thirty tomorrow 
morning. 

Tomorrow mor ning, wha t time? 

Nine- thirty? 

Nine-thirty tomorrow morning he 'll be in your 
offioe and, Henry .•.. 

Yes . 

you just set a time -- any t ime about once a - ­
any time you want him -- every week or eo, to come 
on over and then if you could have anybody give him 
some advance information as to -- as to the particu­
lar items that you'd like to know about • ... 

,_ 
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Well , now, for i nstance, next time I want to 
him do -- Will I con tact him direct or shall 
I do it thr ough your office? 

You just have your secreta ry phone Yost and tell 
Yost when you ' d like to have h1m and he ' ll come. 
You don ' t have to do it-- from now on it ' s a 
direct relationship be tween you and h1m. 

All right. Is he a foreign -- is he a regular .... 

He ' s a foreig n service officer-- one ot our 
best trusted and you 'll be tremendously pleased 
with thi s boy from the standpoint of hi s -- his 
g rasp and the-- he's an excellent r eporter and 
put s things uo in a very crisp way and he takes 
you 'll -- he'll t alk tor about three minutes and 
you ' ll have the whole story . 

I see. 

Somet i mes What people take twenty-ti ve minutes 
to say . 

Right. Right. I ' m very much obliged . 

Right, Henry. 

I ' ll be seei ng you . 

Thank you. 

' G 
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Mr. Secr etary, Hanpy New Year! 

January 1 , 1945 '7 
3:47 1).m. 

Same to you . Have you got a headache? 

No , sir. (Laughs) 

Good. 

Every thing was very quiet . How ' s everything wi th 
you? 

Fine. 

Did you have a nice Christmas? 

1/ery nice. 

And was your boy home? 

No , no . l'le ' vs got one boy w1 th Patton and one boy 
out in the Pacific. 

Oh. 

So they're pr e tty tar aNay. 

Oh , dear . 'ilell , i s Mrs . Mor genthau all right? 

Pretty good. 

Oh. 

Pretty good. 

That's good. 

Dor othy , do you know anyt~ng about this J. Franklin 
Carter? 

Yes , sir. 

For God' s sake, wha t is that, another appendage 
you have over there? 

Oh , I'll t ell you, he , tor all ot l as t year -- or 
tvo -- he 's been making these r eports tor the 
President on various and sundry t hings. 

Yes. 
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And the President r eads them and when he sees 
tha t it eaye Tr .. aeury o r Air Cor;>e or wha t evl' r 
it ie, he hae ue call him up and say , "Well, 
take it U? with them." You see? 

I see . 

He does give t he Pr~ eident these reports and 
ther e ie some kind of a smal l apuropr ia tion for 
him to do th1e work. · 

·.~ell , the noint le 1f you ' d tell 3r aoe or 1·1hoever 
i t is-- and h~ comes over now and t ries to t ell 
me -- see? -- that thi s pi l f ering tha t the soldi ers 
have been doi ng 1n Franc ~ in eome way or other is 
our responsi bil ity. See? 

Uh huh. 

\~ell, hel l , I' m no t ~;o 1-n_ to take that. 

Oh, I know. 

And I t ol d him to go -- 1 t was up to l1r . Stimson . 

Yeah. 

If Hr. Stimson ween ' t ee ti sfi ed, he should get in 
touch with me. 

rh huh. 

But , after al l, the t' s a pr etty wide or der, you 
know. 

I know. I know, and • . .. 

I just wanted you girls to know. 

I know. 'lle 1 ve been getting various and sundry 
complaint s like t hl' t. HE' must go and eay, "The 
President ordered me to do thus and eo. 11 

Well , he wouldn ' t tell what it was and thnt the 
President ordered him to come and see me. 

Yee, Well , I know -- well , i ' ll tell Gr ace about 
it, l~r. Secretary, and see what she can do . 
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It's a silly piece of business if you don't mind 
my saying so. 

I know it. You 're perfectly right; I know it. 

Because the man doesn't even know that t his thing 
1s a mat t er it's Mr. Stimson's responsibility. 

r · know. \~ell , 1 t seems that he gets into an awful 
l ot of things . 

Well , I know you girls well enough, so I thought 
I'd call you up. 

Well , thank you , sir. 

Thank you. 

I'll oass 1t on. 

Right. 

· o 
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Present : Mr. C. S. Bell 
Mr. D. W. Bell 
Mr . Blough 
Mr . DuBois 
Mr . Vlhite 
Mr. Bernstein 
Mr . Pehle 
Mr. Luxford 
Ur. O' Connell 
Mr. Gaston 
Mr. Haas 
Mrs. Klotz 

January 1, 1945 
4:00p.m. 

H.M. JR: Now, don ' t you people have anything to 
do? I thought Pehle was busy moaning and groaning • 

MR. D.W. BELL: I might tell you we just this 
minute fin i shed with the draft of t he Budget Message, 
and the last three or four pages- -five pages of the 
proposed message contains a national budget which 
takes in the whole economy of t he American peopl e. 
Why the President should want to submit that at this 
time , I don' t knov1, but anyway as I told you t his 
morning, Senator ~rray has introauced a bill, t he 
title of which is "To establish a national policy 
and program for as suring continuinc.; full employment," 
and he wanted a report on that bill t oday so that he 
could--when he calls--perfect i t and introduce it 
into Congress tomorrow a.nd begin hearings on it as 
soon as possible. 

We sa~ in t he draf t of the report which we had 
Satu1•day, The Treasury Department is i n complete 
accord with the ~rinciplea upon which the proposed 
bill is premised , and then it goes and enumerat es 
the various pr inciples. 
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H.M.JR: I would like to k.nov. what they are. 

~. D.W. BELL: I want you to read the letter, it 
is a little over two pages, and there is an alternate 
letter--Mr . Blough has drafted ~ paragraph. 

H.M. JR: Let somebody else read the two paGes. 
Somebody 1·1i th a nice voice. 

MR. D. W. BELL: Would you like to read it or have 
me read it out loud? 

LIR. C.S. BELL: My voice is no good. 

MJ\. D. r;. BELL: Go ahead and read it. 

H.M. JR: 1rnat do you think an Administrative 
Ass istant is for? (Laughter) 

MR. D.W. BELL: Clerk in a court. 

(Mr. C. S. Bell reads draft of letter to 
Senator Murray) 

"Further reference is made to your letter of 
December 16, requesting the views of t he Treasury 
Department on a draft of proposed bill 'To establish 
a national policy and proeram for assuring continuing 
full employment . ' • 

"This proposal would direct the Presi dent to 
submit annually to the Congress a National Production 
and Employment Budget for the ensuin~ fiscal year or 
years, to be known as t he 'National .Hudget', in which 
would be included data concerning the number of jobs 
needed to assure continuing full employment, the 
estimated dollar volume of the gross national product 
required to provide such jobs, the est i mated volume 
of public and private investment and other expenditures 
necessary to assure a full employment volume of the 
gross national product , and the estimated prospective 
of public and private investment and expenditure . 
To the extent that prospective public and private 
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investment and expenditure were found to be less than 
that necessary to assure full· employment , the President 
would be required to set forth a general program f or 
encouraging increased non-Federal investment and other 
expenditure, particularly such i nvestment and expenditure 
as m.ay produce increased empl oyment in private enter­
prises , together wi th any necessary legislative 
recommendations. Such a program might include, but 
need not be limited to , the presentati on of current 
and projected Federal policies and activities wi th 
reference to banking and cur rency, monopoly and 
competition, wages and working conditions, foreign 
trade and investment, agriculture, taxation, social 
security, the development of natural resources , and 
such other topics as may directl y or i ndirectly 
affect the level of non-Federal investment and other 
expenditure . To the extent that increased non~Federal 
investment and expenditure resulting from t hat · program 
should be expected to prove i nsufficient to provide a 
full empl oyment volume of t he gross national product , 
the President would be required to submit a special 
public investment and expenditure progz•am designed to 
bring the aggregate volume of publ ic and private 
investment and expenditure up to the level required 
to assure such full employment . 

"The proposal would charge the Bureau of the 
Budget with the responsibility o.f preparing fo r 
the President, with the cooperation and assistance 
of the several departments and agencies , the information, 
estimat es and programs called for in the National 
Budget. It would also establish a Congressional 
Joi nt Committee on the Budget which would be 
directed to study the information and estimates 
transmitted by the President to the Congress in 
both the regul ar budget and the National Budget and 
to submit its recommendations as to a general 
policy on the tot al volume of Federal expenditures 
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and other investments , the total receipts collected 
from taxes and other revenue , and the volume of 
borrowings or debt retirement for the purpose of 
serving as a guide to the individual committees of 
Congress dealing with such subjects . 

. "You have indicated that the proposed bill, 
in perfected for·m, is expected to be introduced 
at the beginning of the next session of the 
Congress , and have requested our views and 
comments on the approach set forth herein , 
The Treasury Department is in complete accord 
with the principles upon which the proposed 
bill is premised. These ~rinciples are (1) that 
every American able and w1lling to work has the 
right to a useful and remunerative job; (2) that 
it is the responsibility of the Federal Government 
to guarantee that right by assuring continuing 
full employment ; and (3) that in assuring con­
tinuing full empl oyment , the Federal Government 
should first endeavor to encourage the highest 
f easible levels of employment by privat e enter­
prise and, to the extent that such measures may 
not be ade~uate, to provide whatever volume of 
Federal investment and other expenditure that 
may be needed to as sure continui ng full employment . --" 

ll . li. JR: Ian ' t that so-called pump- priming? 

MR. D.W. BELL: That is what I think it will be 
called before long. 

MR. O'CO~NELL : I t includes that . 

MR. C.S. BELL: It has the pump-primlng elements 
in the bill . It is not cal led ~~A but it is there . 
PWA • It is not called PWA. 

~ O'CONNELL: One of the editorials took that 
position. I think the Washington ""Post . 
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H. M. J.t : Am I for pump-priming? 

Mit. LUXFORD : Sure. 

ll .M. Jlt: Who says so? 

bU\ , LUXFORD : The President and you. 

MR. D. W. BELL: We are here to find out. 

H.M.JR: When White brings Bernstein in I should 
worry. 

MU. BEHNSTEIN: I sit on his left , l<ir . Secretary. 

H.LI. Jii.: Bernstein in the center and V.hite a 
little to the right , the way I look at it. All right. 
I am Vlorried. 

(Mr. C. S. Bell continues reading dt•aft of 
letter to Senator Murray) 

"We believe, however, that much more study than has 
been possible in a limited time is desirable before 
collllllenting upon the adequacy of the machinery t1hich 
would be established by the bill to implement t hese 
basic principles . 

"In view of your desire that our comments 
reach you before t he next session of the Congress , 
it has not been possible to submit this report to 
the Bureau of the Budget , a.nd therefore no commit­
ment can be made as to the relationship of the 
proposal to the program of the President ." 
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LU<. D.W. BELL: In that paragraph--! think we 
said, "We are in full accord with the principles . " 
Is that right ? 

MR. C. S. BELL: That is right . 

1Ut. D.W. BELL : In complete accord with the 
principles instigated in the bill . In di scussing it, 
the quest i on was raised- and I raised it-as to whether 
this would not be labeled by our enemies as a pump- priming 
bill and whether you should at this time , with War 
Financing ahead of you, be in favor of a pump-priming 
bill and I questioned whether you ought to say that 
you are "In complete accord with the principles" and 
then enumerate those principles . 

Roy Blough has undertaken to write a substitute 
paragraph for that one, and said you have indicated 
that the proposed bill in effective form~s expected 
to be introduced at the beginning of the next session 
of Congress and have requested our views and comments 
on the approach set forth therein . The Treasury 
Department is in full accord with him on the basic 
ideas of the bill. He said they are in complete 
accord with the principles . 

Among these are the objective of ac~vtng a 
continuing high level of employment in the post-war 
years . Its recognized that if that objective is 
to be ac~ved, Federal economic and fiscal policy 
must make a vital contribution through encoura~ement . 
of private expenditure and investment and at t1mes 
through direct governmental action, and its emphasis 
on advancing, ~lanning and the coordi nation of economic 
and fiscal pol1cies among executive departments and 
agenci es ' and among the committees of Congress . We 
believe, hov1ever, that much more study than has been 
poss i ble in the limited time is desirable before 
commenting further on methods and machinery which 
would be established by the bill . I think that i a 
probably better . I am not sure you should even go 
that far , but--

• 
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II . J.! . J J' : Has everybody in the room made up their 
minds as to whether we should support the bill and no 
arguments are goi ng to have any effect? 

~t. 0' CON?JELL: Are you ready for the poll ? 

MR. LUXFORD: The issue not be ing ~hether you 
are going to support the bill , but whether you are 
going to support the objectives of the bill . 

H . M . J t~ : Vihy don't v.e say, "The President in 
the Budget Message is going to .be for the President 's 
Budget Message?" 

MR. D.W. BELL: You are supporting the lfurray 
Bill in the Message . 

MR. GASTON : Is Murray asking us to comment on 
a bill he is about to introduc e? This is a bill 
attempting to create an extremely important domestic 
volicy. It i s certainly not anything on which any 
1ndividual department should go out on a limb and express 
i ts views. I t has to be a matter of Cabinet determination 
and I don 't think any letter ought to be wr i tten which 
is not passed on as to whether it checks or not y.ith 
gove rnment policy. 

li . l.! . JR: herbert , this is the koosevelt Administration! 

MR. GASTON : I am in favor of a little coordination . 
I am for the general policy. I would express myself 
much the same way as ~oy has in this substi tute paragraph, 
but I just don' t think that it is a thing on which we 
ought to express ourselves at the request of an ln~ividual 
Senator who is introducing the bill . 

MR. O'CONNELL: He is chairman of a committee and 
we haven ' t expressed ourselves with respect to the 
predecessor of this bill . 

lffi . GASTON: Don ' t you think the President has 
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some func t ion to perform as coordinator of a policy? 
I think so . 

H.M.JR: You are so radical, Herb . The idea is 
we should talk things over. 

Mf\. D. W. BELL: 'rhat ' s the bunk- - function of the 
Budget . {Laughter} 

1~. GASTON : It is the funct ion of the Bud~et--
1 wouldn ' t say on this~l'y~~~it is their funct1on to 
ascertain and th'en to eAt·ellm, but here is something 
on which you might expect the President to concentrate 
and he never bas and he might , as you know, even ask 
some of his Cabinet. 

H.U.. JR: I think Herb is right , I am just kidding . 
But why do we say we are going out on the end of a 
limb and at the end say we haven 't had time to consul t 
the Budget , so we are shooting this thing right up? 
The last t hing seems too out of place . 

I.!R. D.Vi. BELL: lle set a deadline of today. He 
set a deadline last Friday and I suppos e most departments 
did not meet it and then he extepded it to today, and 
what he i s after is enough information to perfect the 
bill so that he can reintroduce it a.nd start hearings 
on it early this session. We are merely trying to 
meet that deadline with some sort of report . 

H.M.JR: Before the election I was for sixty 
million jobs, see? After all , election is over and 
we must take a fresh look at t hese things , and well , 
a felloVI couldn ' t know where he is--

lffi. WHITE: Couldn 't • e draw a distinction bet~een 
two things? One is ~he propriety of writing a comment 
on this bi ll--and I think Herbert is right on t hat , but 
I should feel very badly if that obscured the much 
larger and much more important issue 1 or if it seemed 
to constitute a sort of offhand disapproval of what 
this bill contains . If we can separate those 
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two problems , I think we can come to an agreement much 
more quickly • . We don ' t want to do anythi ng to ~rejudice 
our attitude on problems raised by thi s bill . t is 
one of the most 1mportant bills ever presented; although 
it may not be either desirable or necessary for us to 
comment on it , I don't think we ought to assume--we 
don ' t want to give Murray the idea we are disapproving 
of the principl es . 

MR. D.W. BELL: I don't want to give the ~dea 
the Secretary is disapproving, but I don't think at 
this stage of the game you want to let a lot of 
nev.spapers accuse the · Secretary of coming out here, 
at this s tage of the war, vtith a spending program, 
and I am afraid t hat is what he wi ll get . 

MR. GASTON: It is like a man proposing to i ntroduce 
a bill saying, "Congress declares we shall follow in 
principle in the final peace settlement nith Germany 
and Japan," and then he sends that uo here and says , 
"Treasury, what do you think about it, " and, "Depart ment 
of Commerce, what do you think?" Obviously we are 
not going to repl y to that kind of a thing Ot' to this. 
The mos t we should do i s send the letter over to the 
Bureau of t he Budget a.nd say, "\\hat about it? Do 
you want to send this to Murray?" 

llR. DuBOIS : That defends on whether we want to 
:•eply . or course , v.e don t have to. 

MR. GASTON : The point i s we ought not to r•epl y. 

MR. LUXFORD: I woul d like to stop at that point 
for a moment . You can pick out f ifteen complet e 
reasons why you should take no action here , and against 
all those I suggest t hat t here is only one good reason 
why you should and that is, do you want to help this 
movement? It is not going to have an easy time in 
Congress . There are going to be many people that are 
going to be opposed to it . The question is whether 
you want to throw your ~eight as Secretary of the 
Treasury on the side of g~tting this bill rolling. 
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H.M.JR: 
thing, I move 
all, before I 
man like Will 

Following Harry ibite's Bretton Woods 
from the chair to the floor that after 
can comment , I want to know Vlhere a 
Clayton stands on a thing like this . 

l.m. LUXFO RD : If I can guarantee he is opposed 
to it , would you be in favor of it? (Laughter} 

Mlt. BEfiliSTEIN : He will say we ought not to 
commit ourselves . See what our future cycle v.ill 
be five years from now . 

t!k. GASTON: The President has made up his mind 
on the thing and put it in the Budget Message. 

!!R. D.W. BELL: No, no, that is Holmes' draft . 
It hasn't yet gone to the President . 

H.M.JR: May I just say this? I am kidding, 
I can't be serious all day long, even on a serious 
subject like this . I think that this matter involves 
a lot of money and I think that the Treasury Department , 
without really knowing what the Budget thinks or what 
the President thinks officially on a matter that I 
have always taken the attitude , certainly with the 
Treasury' s own report , if we don't do anything before 
the President's Budget Message and before t he President's 
message on the state of the Nation - -what is really 
happening is that Y.urray is trying to get the lump 
on the President . Particularly since the Presldent-­
now if Murray gets this thing and takes credence away 
from the President--

MR. GASTON: Murray introduced it at the last 
session, didn ' t he ? 

out 
off 

H.M.JR: He gives this thing to me and gives 
to the President tomorrow and it takes the bloom 
the President ' s recommendation . 

Uk. GASTON: It is worse than that . 
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l/Jt, LUXFOHD: I don ' t believe that, Mr. Secretary 
I think it means he has i t rolling--especially "ith 
the Treasury v.hose record on this kind of is sue ian ' t 
good . 

H.M. JR: Sir l 

lni. LUXFORD : Yes , sir, I am saying that . 

MR. GASTON: If the President gi ves us permission, 
then 11e can do this . Otherwise, it is absurd. 

Mlt. PEHLE : That is t he thing we always raised. 

tm. VffiiTE: Lux , I don't quite see how the Treasury 
is called upon to come out for any bill . I don' t care 
what . 

MR. LUXFORD : We don ' t come out for this . 

MR. PEHLE : It says we are in accord with the 
principles. 

Mh. WHITE: Here i s a Senator, chairman of a 
committee, asking the Treasury Department what it 
thinks of a very fOOt' bill , an extremely poor bill , 
and the Treasury u replying v1i thout knowing what 
the Administration line is going to be and what 
the President wants . I think we ought to f ight for 
something close to this bill . There are some things 
in here I personally don 't like . We ought to f ight 
for it but the place to fight is not through that 
way but within the Government . 

H.M.JR: I am sorry Luxford want s to advocate 
something that would t ake the bloom off something we 
think the President is going to do a couple of days 
later . 

MR. LUXFOkD: I don ' t see that to be the situation 
at all, Kr. Secretary . 

GO 
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H.U.JR: I am surprised! 

lllt. PEHLE : It not only v1on' t take the bloom off 
the President , it will shov1 that the President is not 
only talking but meaning what he says , because he has 
a departm~nt working in the same direction . 

1Ul. ~UXFORD : The President got the bloom in the 
campaign. What are you saying in this report? I am 
in favor of sixty million jobs . 

H.L Jk: But you don ' t say that. 

Mli . LUXFORD : That is what you are saying . 

H.M. JR : I can't tell which side Harry is on . 

1ffi. WRITE : I want to separate the question . 

H.M.Jh: ~hioh side of Bernstein is he on? 

l{R. PEHLE : Way to the right of Bernste in . 

H.M. JR: Do you--

JJR. WHITE : I can s t ate ve ry clearly I am for 
a bill very close to this but I don't t hink that the 
way we ought to fight for this bill and the contents 
is to answer at this time Mur ray's letter in that way . 

MR. GASTON : I agree completely. 

MR. ~RITE : I spent months on this in fighting 
for it , both within the Gove rnment and outside of 
it, and v1i thin the Treasury, but I dop ' t think this 
is the time . 

MR. D.W. BELL: We are going to have plenty of 
opportunity to comment on the new bill . 
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1gt. PEELE: It seems to me you are with this in 
principle only. 

MR. LUXFORD: You can alviays find excuses why 
this isn ' t the time to come out for i t . 

li .M.JR: That ' s why I picked Harry to contact the 
State Department . 

tUR. WHI TE : I don ' t like to be accused of being 
diplomatic in this . I think there is a clear assignment 
issue here . In fact, I think that if you , t he Treasury, 
were to come out for this bill no,l--

MR. PERLE: The Treasury does not come out fo r 
this bill. 

~ WHI TE : I heard it . 

hlli. PEHLE : We woul d be for the principl es , ' but I 
don't know whether this is the machinery to carry it 
out . 

MR. WHITE : Why does he v1ant to know whether the 
Treasury is for it? The push in the ri~ht di rection 
is fo r somebody to call up and say, "Thls is a splendid 
bill", and the Secretary could do that over the phone. 

1\R. PERLE: That is an alternative--to get Murray 
down here and ~ive Uurray encouragement in the di rection 
he is going. No, I am serious . 

H.M.JR: You mean I would listen? 

Mit. WHI TE: That would be all t'ight , too . (Laughter) 
I don't think you would say what we would be likely to 
say, but I do think it might be handled orally and I 
think he needs encouragement and I think that this 
bill represents what you have been f ighting for. 

MR. D.W. BELL: 
didn 't get around to 
next , say, afte r t he 

Supposing we just ignored it and 
anawerin& it before week after 
Budget Message goes up? 
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MR. LUXFORD: And I suspect if that happens , it 
is going to come out that the Secretary was again 
asked, and he didn ' t report. 

MR. WHITE: That is not the alternative . The 
alternative--if I thought fo r a moment the Secretary 
was to call Senator Murray--that is much better than 
writing him. 

H.M.JR: When was the time before- -

MR. LUXFORD : Yes. 

H.U.JR: That the Secretary didn't--

Mk. LUXFORD: I just take this stand--and it is 
a thing I am not alone in taking . I just read last 
week Laski's comment and for him to identify you with 
Jones and Crowley in his Cabinet! 

H.M.JR: You are not answering my question . Juat 
because he is ignorant ! 

MR. LUXFORD: There are a lot of people that 
feel the same way. 

H.M.JR: You are not ansr.ering my question . You 
said the Secretary again doesn't state his position 
on a bill . What is the other bill? 

IJR. LUXFOid) : If I said that then l et me correct 
my statement . What I would like to say is that you 
should take an altet•native action here and failure to 
take that action will be construed as hostilit y. 

H.M.JR: That is different . 

MR. D.W. BELL: I don ' t t hink that . 

MR. O'CONNELL: May I make a suggestion on the 
mechanical side? If you don 't want to send either 
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type of letter, I thought :'le could agree we would be 
within our rights to send a l etter i n the usual way to 
the Bureau of the Budget and ask for advice as to whether 
i t i s in accord with the program of the President. The 
thing t hat has been added to what I kneY/ Saturday i s what 
you said at the beginning of the conference. You said 
something to the effect that there is something on the 
same subject in the Budget l.lessage, some indication was 
made here that l'te might be blanketing the President . 
In the absecce of something i n t he Budget Message I don't 
know why we should not agree on one of these drafts of 
le t ters and send it to Senator Murray . ;'/i th the Budget 
Message coming out, the mere thought we might blanket it 
would be a persuasive reason f or not sending him a letter , 
but we coul d adopt Herbert's suggestion about substituting 
a paragraph, sending a form of a letter we agree upon 
to the Bureau of the Budget and get a cl earance from it 
which would take us until after the Budge t ~essage and 
then let the Secretary talk to Senator l~rray if he 
wishes . 

MR. D.-.V. BELL: The Budget Bureau got one of the se 
letters, and .as well as Jones knevt, it had not gone out-­
the reply, I mean. 

fi . J(.JR: Do you 11ant to say something? 

MR. BLOUGH: I woul d like to say two things. First, 
the draft of the Budget Message, which has not yet cleared 
the President , does not really conmdt the President to 
the two basi c things in this bill , one of which is a 
guarantee, not of social security, not of a minimum 
subsistence , not any of those , but a guarantee of jobs, 
and the second thing is a promise to use deficit spending 
to pay for those jobs • . 

Now, there is nothing in the Budget Message which 
supports either of those hvo ideas. That is the fir st 
point . The second point is that Mr. Jones indicated what 
kind of a letter had gone out of his Oivision in response 
to the Murray letter, and his Division contains Gerhardt 
Colm, who has a lot to do with this bill, in favor of it, 
if I am not badly mis taken; and he tol d me he could talk 
with them, and his letter is apparently going to be 
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a very innocuous one to the effect that this is 
certainly a subject that ought to be talked about , 
studied and discussed at length, and not taking a 
position in favor of it • 

... 
H.V.. JR: This is what I think . You people , 

being influenced by White's conservative views in 
this matter, I think that I wi ll call up Senat or Murray 
and say we of the Treasury are very much interested 
in this bill and would like to have an opportunity to 
discuss it with him, but we don ' t fee l we should write 
a report in advance of the release of the President's 
Budget Message on a matter which is so much i nvolved 
in expenditures . 

~. VIRITE: I wonder whether you have to make 
the l ast part of the statement . Vmy couldn ' t you 
say you are interested and would like to talk it 
over with him at your earliest convenience , and 
that wouldn ' t be until after the Budget· Message? 

MR. BLOUGH : I would l eave out the Budget Uessage. 

li.M.JR: Shall I cal l him? Lux, you have to be 
involved in t hese. 

MR. 'WRITE: I think it is terribly import ant that 
somebody take the leadership in attempting to carry out 
the main pri nciple of the President's promises and as 
you run down it , there could be no choice but yourself 
to take the l eadership and that is not enforcing Senate, 
but pushi ng, as you can pt•obably do . 

H.M.JR: Are you running down the Cabinet? 

MR. 1ldi i TE : 1 didn ' t run them dovm . 

MRS . KLOTZ : They run themselves down. 

H.M.JR: The way these boys kid me they must 
be thinking "Shades of Jerome Frank." It is all 
right . You boys have a good time. 

cs 
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l.IR. \VRITE: "Shades of Jerome Frank7" 

H.M. Jirt: ~ben I made a speech in November something 
of 1937, I think, when the Budget was actually balanced, 
Jerome Frank said somebody in the room with him said it 
made him so sick to his stomach to listen to me that he 
had to turn the thing off, just the idea that the Budget 
had to be balanced. 

(The Secret ary places a call to Senator Murray) 

Why don't we have Professor Hansen join us , getting 
the thing right from the horse ' s mouth? 

Lfrt . WHITE : \Ve are not going to be satisfied v.ith 
having the thing damaged, either with names or ~ith 
illustrations . \1e are going to fight for something 
like this, Mr. Secretary . 

H.M. J rt: We are going to f ight for this, something 
like this . 

M.R. WHITE : There are a few things in here I don ' t 
like . 

LiR. PEHLE: I muijt say! 

H.M.JR: I am a little VIOrried about Harry. 

Mit. PERLE : I am too . Let ' s see him outside. 

H.M. JR: I am worried because Joe DuBois has 
been quiet . 

MR. DuBOIS : I was so disappointed in Harry, I 
couldn't talk. (Laughter) 

Mit. WHITE: I m.ust be getting good . 

R.M.JR: Bernstein, VIe haven ' t heard f r om North 
Carolina. 

£G 

WR. BERNSTEIN : I thlnk it would be a good policy to 
let Senator WUrray know we approve of what he is trying 
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to do and wish him well . I think it would be nice 
when he comes down if you offered one of our lawyers 
to help him draft t he bill . 

H.M.JR: That is strong meat . 

C7 

UR. LUXFORD: We had lunch today with Wagner' s 
Secretary, Delman, and there was a r ood deal of talk 
going on about making this the focal point fo r a 
real campaign for full employment, Wa~ner's Committee! 
Kilgore ' s Committee and L~rray ' s Co~ttee , and that don't 
think anyuody is thinking in terms of the machinery here 
being perfect . The idea- -

H.M.JR: Send him (Senator Murray) a telegram so 
he knows t onight. I will just dictate a telegram. 

MR. D.'.\. BELL: He will be here · tomorrow. 

H.M. JR: I don ' t know, there isn ' t anybody in 
his office , see? It is four thirty-seven . 

1ffi. D.W. BELL: They don't work overtime do t hey? 

H.M.JR: Will one of you gentlemen put a chair 
up here for .Mrs. !AcHugh, please? 

We have been so busy worrying about the internal 
situation in China, France , Greece, ~ngland and ~ssia 
that we haven ' t had time to worry about our own . 

(The Secretary dictates telegram to Mrs. McHugh) 

All right, anybody object to that? 

l!R. PERLE : I don't see how anybody could . 

H.M.JR: White , do you object? 

.Mlt . VIHITE: You should say ''stop . " 

)(it , PEHLE : Can ' t you say in which I am very 
interested? 
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H.M.Jit: Oh well , the fact I am sending him a 
telegram--in fact I signed my name to it . 

l!R. \·1HITE: Not as· well as you VIOuld have if 
you said I was very interested . 

GB 
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nAJtDAllltD P'OfiiM No. t• A .,.......",_,........ ............ 
TELEGRAM . 

Ol'l'ICIAL BUSINESs CJOVIRNMENT RATES 

" SIJU'l'(ll J.lJIES E. JIJRRAT 
UJmD SU'!IS SEMiTE OFfiCE BUII..DIIG 
WASBIIGfOJ, D.C. 

TREASURY DEPARTMENT C9 
WA.IHIHOTON 

Offlolal 
.. .. __ _ 

TRIED UlfSUCCESSFUI.L! '1'0 REACH YOU Olf THE 'l'ELEPHOlfE THIS AmlUfOOI. 
AT YOUR CONVENIENCE, WOULD LIIE TO DISCUSS WITH YOU lOUR PROPOSED 
BILL TO ESTABLISH A NATIONAL POLICY AND PROGIW4 FOR ASSUROO 
CONTIIUED FUIJ. DPLODIU!. 
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JU\1&1'~ l, 1~5 

"'' cleu b . StettiAiuu 

1 would ap2reoiate i t i t 1ou would aeAd the 

tollow1Jig oa ble to ~he hl.gbt l10llOI'a ble lloiAe tou Chwoohill 

allll Al-a. Churchill tor Ml 

•oeepl) appreoiate jOur thlQklng 

of 111 at thia tiM. tie wlah .ou 

a happier allcl Tiotorioue ~w lear. 

heAr~ &Ad iliuor Mor£eAthau.• 

(Signed) I!...,. llorgentllaR, l•o 

AOAol'tJlle A4lu.ri k . Stettilliue, Jr., 
s .. r•w¥ ot ~tate, 
liaa»ill&to.. , D. c. 
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1945 JAN 1M 11 t4 

Wlll8TON OLCMCilTINC CHUROHILL 
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.... , ... 
I W a YOPJ _,. •I ...t•tallle to•ll• 

W. at lb"•l .. , ea1r til&\ tM to\al ot tU 
11~ leu W pao to llllllll ... 11at tJaat we 
W _., .... ""oa tM I'• ... tM te\al ot 
114hlhala. . 

t .. 11111 1 rn\or tJaat u to tMM I wat 
.. t ollpU, • a 11M 1a llf lut opeeela. 

I teet 7"' wrl t• 1t ... qa1a ,.,.., 
•1'1 .. u potu,,.,. M.a- oalo• •olllp. 

t .. nallr too.-w a ,.. ot rn'••• ... 
Mflb to ~ oa ,..,. ooat. Jat tuo 11 tM 
Mat I ... to. 

(lltped) BeDrY • orcentllaa, l r, 

•• !lnlfon L ._.11 
lln.W, Ill' r•==•• lbllln ===-'1::' .:;! 
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1...., 1, lMI • 

...... O..lea 

I • lellpt .. te Mw tiM .,.rtaltr te 
....,.blat• ''* al tuM 11M wrk wltll ro• n 
tile 1 Pl"' ne•••• et uotller nr leta. 

•• flpn1 tMt I Mn telq 1U. tMt tlle 
1•'-1 11111 Mft te,.. tM ... ta et tw ... a 
Mlf ~1111 .. \J a ............ tMt tJae 1al11 
te l.thlhall are wll .. ., tile flw \1111• 
-.n tMt .. ~· 

I • ..,t1alarq .. ll&llt .. \7 tll111 renlte 
u wll a1 "'tu •n ~bnlar fa1t Ulat, ..,.. 
u w 11t •\ te N111 U \1111 ... , .. Mw aetulq 
rd1 .. ner 11 Wlll .. , Mre tllu Mlt apla u 
-- al ...... ta. 

lev ••~• •••s.au, tile U11f et w!.taen 
aiM h lelq Ula ~11 al el tile Je~, .. lll'ft IPla 
Mt MN)T t\t ... Wt .. ttatel pftl11 ter Ulalr 
etfMtlftUIIo 

I Alate tua, tile RIAl'll'l et '"' fall•tlM 
1Wf aal , .. fer aMtMr peat ... luflrlllc ........ 

llrunq, 

(11pe4} BC17 • orauUI&Ilo Jr. 

•· t dan L I 21• 
~bMW, .. Jh u lblal• 

: :1:.' ll ==- ~ .... 
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JAK 1 1945 

Dear llr. flutoblneon t 

I wiab to thank 70u tor :rour intereettna letter 
of DeMII'ber Ul'd. I appree1ate 'tibet 7ou have t o ••:r 
about Ted Oambla. 

All ot ua 1n Ule TH .. UPJ enJo:red the Hlltlon• 
lblp w1tb the bo71 ot tba tbree '1111'1 aarvloea •••1~na4 
to OOYII' the S1atb War Loan 41'iYI0 ln40 after baYlftl 
wtlbecS tbll operetlon tbrouS}Iout tbe c•pel~n, I ean 
~lte aaree wltb :rou that lt wee the aoat etr1o1ent 
haa41lna ot u:r ot. 0\lJ' t..portant War Loan• from tha 
point ot Y1aw or the ,re••· 

our War Loan drl•••• b7 neoeaait:r, are eo tar• 
realblq that without the e;oocl belp ot tbe pre .. 
aepyloea, I •• a.re we weuld not be able to aenel'l'l 
auttlolent lalowladae or what tbeae operation• are all 
•'"*t to do tbe job. Per tbl ••1'7 10od halp :rou ba9e 
l lYIIl ue la aaklq \Ilia pouibll, I wnt t o tballk JOU• 

W1tb all aoocs wtab•• ror the oo~atDg 7••r, I • 

Sll\011'117 J OU1'1 1 

••• •. J:. llblteaaluoa 
... t .. tOD lldUeP 
llltilfta'l_.l .... Senl .. 
101 fl ........ w tuUdt111 
hllalJII'- I, Do Co 

74 
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INTERNATIONAL NEWS SERVICE 
2a0 &AST 4S~ 8TR&ET 

NaW YORK 17, N . Y. 

THII: WASHINGTON BUREAU 

eoa TINU-HPALO 8 UILDING December 23 1 1944, 
WASH INGTON 0 . 0, C . 

Hon, Henry lloreen thau , Jr . , 

Se cretar :' of the Treasury 1 

Washington, D.C. 

Dear Mr. Secre tary : 

As fl veteran newspaperman who has watched news 
come and eo in thi~ capital for about 23 years, may I extend rny 
personal conera tnla tions to yot1 on the handling of publicity for the 
Sixth Y/pr Loan Drive , Your choice of Ur , Tl'd R. Gn~:~ble 1\!' National 
Direc!tor of the Treas•try Departr.~ent 1 l' War Finance Mvisiqn . -
masterstroke and his choice of a ssi~tants excellent , 

You have hit thA jaclcpot in the 'qar Loan Drive 
even to coine over the to, eventually in E- bond sale~ and all this in 
the pre-Christcas season, At t he outset , I wondered whether :rou would 
win in competition with S:tnto. Clo.us but you did , 

I think I can holll's tly say that the war loan 
publicity drive Ylas handled core intelltcently 1 ~:~ore efficiently and wi 
far more color than any other eovr nment press drive in all my time in 
Wash1neton. So congratulations llfPin to you a nd all other Treasury men 
who participPted in it. 

~ leasons greetings to you. 

11eshing ton e cli tor, 
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JAN 1 1945 
- c 

Dear Jim1 

•ntlo I have wrltten you aovera l lottora oonoorn1ns 
t ho hel p that •• have ba~ frol'l many Bureau a v1 thi n t he 
Jlavy Deparb:lent 1n aupport or our t.ar Loan c1r1vea , I 
w1ab to o1'1'1c1allr reeor~ our tb.anl:a and appr aol at1on 
t or t he aervtcee or Lt. Co~&nder f rank J . Courtner . 

You were klnd enoU£h to aaa1gn Courtney aa 11a1aon 
be tween the Treaaury and !lavy for tho . ar Loan drive 
1n anawer to our requ .. t t l:at be be e 1ven t.l'lia au tc:n• 
ment 'bocauae or hi a expor 1enoa 1n a previous ;;'ar Loan 
dr ive . l"rom our poln t ot v1ew, he h o.:1 more t han 
jua t11'1od t hla aaalgnmant. Uo wao a tiroleaa, 
cour t eous an4 ef 1'1c1ent. holpor throughout the ent i re 
period of tho Loan, and I thoueht tho t I ab.oul d let 
10\1 kl'\ow that he bad turned i n this klnd or Q job. 

Honorable J-.aa v. Porrea t&l 
Secretary or the Wavy 
~aah1ngton, D. c. 

Sincerely roura, 
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JAM 1 1945 

Dear ~~r. Whltea 

I - aoPJ'J that :rou are lea't'i.na thil 
War P1Danoe Pro~. I want JOI.I \o "-• that 
the TNUIU')' a ppreo1at .. fti"J gru.U7 JOI.Ir 
aer't'ioea •• Yloe Chair.&n ot tbe •e• lUrk war 
p tMme c~ttee . 

OUr War P1Danoe PJ'OSraa 1a t.porMnt 
work and tho• JOUr own attalra tab JOU back 
to JOV poaitlon, I truet " abell haft t:bl 
benefU ot JOI.Ir aervloe~! ~t __ JOI.Ir t1- wlll 
~1'111\1 lD 0\IJ" tlltuN P~• 

lll'o Wlll~ It. Whl te 
Ola&I'IUl' 7 'l'ru.a t O'*P"'V 
140 BroaclwaJ 
... York, •n York 

CCI Jb', Gehle •e• York, •· y, 

'f:rpe4 ;1..2/29/« 
DK a'fllG :ac 

SlnoerelJ, 

lSlgnedl H. Morgentbaw. -'" 

Regraded Unclassified



"' 

(j 

( I 

JAN 1 1945 

Dear Mr. Reidt 

I want you to know bow ••r1 .uch wo hero 
at the Traaauzo;r approo1at.a tM aditorial •ao.a 
Pront Victor7• which appaaJ"ad in tM Harald Trib\&Da, 
Daoe.ber 18 . 

Prank Tripp, Chair-an ot t.ha Allied Hawa­
paper Council, thought ao ..ach or t.ha editorial 
that he had it reprinted an4 -1l•d to other nowa• 
papara t.hroU£bo>,at tba llat1on. I wo\lld 11ka to have 
tbe naaa ot tho editor who wrote it ao that I -:r 
aapraaa -:r appraolation to h1a alao. 

I want to taka tbla opportunitJ to aapraaa 
ouzo moat aincar a thanka to you and your aaaociataa 
tor tho eplondi d cooperati on JOUI' nawapapar la g1•1GI 
the war financing program. 

Mr. <)BdaD l'lald 
Praal~t ancl W1 tor 
11.. Yerk Harald Tribune 
lift York, 1ft York 

llaLtCB ~· 

Sinoaraly, 

(II& 1 1 I H. MG111&f¢t 17\ ... 

• 
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JAN 1 1945 

Dear ~. Suozu 

I am happy to ln!o~ 70u th~t I have, with the 
unanimous egree=ont of ~ ataf!, approved a murltorioua 
1noreaaa of two hundred and fifty dollars in your 
aalar7. Thla aotlon baa been baaed not only upon the 
diatinotion with which you diaWb&rged your recent 
aaalgnaenta, but also tha outatanding manner in whloh 
JOll b&ve oonaietenUy aerYed the TreaaU1'1 JJepart• nt. 

Tha record abowa that ~u h&Ye demonstrated in 
{

our Yarious asai~nta an exceptional de&ree of _ 
nltiative, reaouroafulnasa, and judgmant ~n~ have ~-

( ) not heai tatea to expose yourself to personal phyaloal 
d&agar Ln t he f ulfillment of your dutiea. Aa the 

( ) 

Chief oi the Phillp~lne Office of Foreign f unda ~ontPol, 
in 1Jaoa111b~r lli41, you init.latecl • financial aoorohad 
earth r rogram i n oonnautlon with which eome of your 
operatlone wer e carried out under enem; gunfire. In 
lorth Af r ica you served ln territory which w~o~ subject 
to en~ bombar~ent and en rcule to tbe ~nitcd Stataa 
!roa your raoent aaaignmant fOUr plane waa ahot down 
.aile oroaaing t he CLannel. 

May I p~rsonally expreaa ~ appreciation of 70U1' 
aohiev ... nta •Ad expreaa the oon•ictlon th~t t he 
.eaaure o! rour tutUl't contribution will be o! the 
, ... aaple pPOportlona. 

Sinoerll,y, 

(Signed) Henry ~or:~nt~•n , Jr. 

-. 
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Suggested letter l'roa t!-e Socret'.lrJ to 
l!r, Se.xon 

I run M.ppy to l.!l!o nn you thAt ! have, wi th th..-:> u.w.r.imoue 
" flo .:l.. 5 () 

acree~cnt of my stnfC, app r oved a mor itorinus incre~se~in your 

•~lor;, !hi s notion haa been bnaed not only upon the distinction 

with which you .Uzohnrged :·our ro~~nt ~••if~Uo"Uents , but aleo tho 

outehnd1n:; r=ner in wh \oh you hM'-' eonsistontly sei'Jod the 

frtt!lOU I")' Dept'.rt:.xont , ~The recor d shO'f'c that you ;.~.,." do::~onstrated 

in your variouz nosi~tr.erts an cxceptionol degr ee of 1nitint~73 , 

reao1~cotulre ss,,and j~~~nt on1 hev~ not hesi~~ted to o~~4e 

yo·•raolf to per sono.l phy•1cr.1 dcr.:;o r ir. -!;he fulfilln•ont n~ your 

dutiec , .'\s t he ChiAf of tho Philippine Offi<:e of ForoiV'l Funcla 

Control , in llecembor 1941, you i nitintod a fl uo'lcial scor ched 

earth pr~l'lr&Jn !.r. con.'loctl.on 1'li th whir.h sene of yo11r Qperr:~\ona 

wero co.rried out ~.:nder '"'~l.lJ b'lnfire . In l:Or th Afric:> you ocrvod 

in tGrritory ,.hich ""e 3ubjeo t to oneuy bonbnrdment and en route 

to the United St&tee f r om your rooen~ &sci;;Jll:!ent :·o"r f' ,"-'18 ~~ 

3hot doY1Il whllo crcs~;\C{; the (;hannel , \ 

lllly I pcrsollf'.lly exprooa IllY •r-.,,..oointion o!' ::<>ur nchie7cmenta 

~n~ exproas tho conviction thet ~h~ measure or your ~ture oontri-

bution will bo or t ho snrne amplo pr oportions , 

1- A 
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Rca. Cla.NAoe C•nnca, 
Chalnu, 
Calalttee ca 1ppropr1at1oaa, 
The Capitol. 

Dear Ur. CIJ1Jlona 

I M in roooipt at JOUr latter ot Dec.aber 2lat, 
UllOUDOing tho dealpatica ot Ur. George Y. ll&noJ ,. 
Firat A.aailt&nt Soorot&r7 to tho llouao CGD!ttoo ca 
Appropriatlcaa. It 11 alao notocl tbat JU. Baney will 
11no aa ixooutho SooN tar)' ot t ho Suboc.d. ttoo baY• 
1Dg JurladictiGD oYer tho TN&IUJ7 Dopar~nt•a 
appropriatiou. 

liP. Hano;y 'a prnloua aaaoolatlcm with tho 
Tro&allJ7 SuboCIIIZlltteo b.aa alrudJ' turn1ahocl aplo 
opportuait7 tor ott1c1ala ot thla Departlllnt to rooor­
nlM hla oapablll tiaa and appNolato hla ooopor&tiOil. 
~ are plaaaad, thoraloro, to loam tbat ho l a to 
aorn again ln thla oapaolt;T. You U¥ be aaaurocl that 
ho 11111 be oxton4od noey anll.abla taolll t;T tor fur­
ther aoqualat1Dg hi.uoll 111th tha oporatiou IJI4 N­
quiaa nta ot thla Dopart.ant. 

W., I tat• thla opportunl\f to oxproaa tho Truaur,'a 
ropet at tho roalpatlOil ot JU. suua. Llb all 
othar apoalaa ot tho Qcrfa,...nt1 thla DopartMilt la 
~1="rodaUY1 ot tho apln lj ao~peratlca aDI 
wat aaalatuM MA\rllMW v KP. suw hPiac 
hla .., 1..,. ot 1llutr1-.. Hmoe. 

llt!l Hit 111alaee• I ~a 

V•f7 trull JOUN, 

(SigMIIl H. Uorgell'tb~ ..... 

S..N\&17 ef tu 'h I Wf7 • 
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January 1, 1945 

I·!E liCRANDUI~ FOR THE St:CRETARY 

From: Mr. Blough 

(For your informati on; no action required . ) 

Word has been received f rom the State Deoart­
ment 'hat r atifications of the treaty with France 
to eli minate double taxation were exchanged 
December 30 , 1944, putting the terms of the 
t reaty into effec t a s of Ja nuary 1, 1945 , This 
treaty was ~egot1sted before the f all of France 
but was withheld during the German occupation 
a nd only recently submitted to the United States 
Senate for r atification. It i s under stood that 
the Fr ench Minister of Finance opQoeed the treaty 
but ~1ae over-ruled by De Gaulle . 

A pr oclamation and press r elease will be 
issued by the St ate Department within a day or 
two, 
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TO 

PilON Mr. 

Sub ject : The 
Wee 

TREAS URY DEPARTMENT 

INTER OFFICE COMMU N ICATION 

iness Situa tion, 
December 30, 1944. 

Su1nmary 

CON~IDENTIAL 

o.o.n January 1 , 1945 

Industrial production : The recent German drive has greatly 
intensified the pressure tor i ncreased output of war 
mat erials. The WPB is now operati ng on the theory that 
the war will go on indef initely, and some addi tional war 
faciliti es are bei ng bui lt on t hat basis. The FRB adjust ed 
i ndex of i ndustrial produc tion in November was unchanged 
f rom t he previous mont h at 232. 

Civilian supplies : A Widespread tight ening of civilian goods 
suppli es , and i ncreased rat i oning restri cti ons , are now in 
prospect as a result of rising military requirements and 
shortages of manpower and materi als . These shortages ar e 
likely to be accentuated by the curr ent heavy vol ume of 
consumer buying. Department otore sales in the Christmas 
season attained tho highest l evel on record. Despi te l a rge 
earli er gai ns , sales in the week ended December 23 1~ere 
34 percent above year- earli er levels . 

Stock market : Stock pri ces strengthened cons1derabl)' near the 
end of l nst week. At the close on Saturday the Dow- J oneo 
average of 65 s tocks stood a t the highest level of the year, 
and 20 percent higher thnn a year earlier. 

p r i ces: Commodity pri ces have r isen somenhat i n recent weeks . 
In t he two weeks ended December 23 the BLS gener al i ndex ot 
wholesale pri ces rose noticeably to a new warti me hi gh. The 
index ot pri ces received by f armers was 2 percent higher 
in December , reaching the hi ghest level s ince September 1920 . 

Cost ot livin~ : A sl ight increase in living coste in 
November,ue l argely to higher food pri ces , raised the 
BLS cost-of- living i ndex to the peak reached in September. 
The index i s 1. 9 per cent above a year ago a nd i s 26 . 3 per­
cent above t he pre- war level of June 19}9 • 
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War regul.remente doml.nate 1.ndustr1.al outlook 

The powertul counteroftenel.ve launched by the Germane 
l.n Western Europe has 1.ntena1.t1.ed the pressure tor l.ncreased 
output ot crl.tical war materials, which had already been 
found necessary before the German drive began . For some 
time past, leading WPB officials have been complaining ot 
lags in certain critical war production programs, and 
heavy expenditure ot equipment and supplies in the 
recent furious fighting has magnified the war production 
problema now confronting the country. In sharp contrast 
to the optimistic expectations ot last summer, the new 
Year gets under way with emphasis on war production rising 
rather than diminishing, and reconversion and cutback 
problems have been relegated to the background. 

Last week the Chairman ot the WPB indicated that the 
Board was operating on the theory that the war would go 
on indefinitely, and some additional war facilities are 
to be built even though production from them will not 
be for thcoming tor many months. New factories costing 
approximately $200,000,000 are t o be provided for the 
output ot trench mortars despite the fact that they will 
not be able to operate before August 1945. In addition 
to strenuous efforts to expand output of ammunition, 
tires , and numerous other critical items , production 
schedules for such items as aircraft and merchant ships 
will be higher than was thought likely a short t1me ago, 

War requirements recently necessitated an upward 
revision ot more than 2,600 planes in the 1945 al.rcraft 
production schedule, and further increases may be 
necessary. Contrary to earlier expectations, the present 
level ot merchant ship const ruction seems likely to be 
maintained in the first half of 1945, and within the 
past week authorization was granted tor the construction 
ot an additional 1g6 merchant vessels to be delivered in 
the last halt ot 1945. The machine tool industry, which 
earlier was concerned over the sharp drop in business trom 
the wartime high, now is hard pressed to meet urgent 
demand for machine tools tor the ammunition and other 
critical war programs. 

I ndustrial output steady in November 

Industrial activity in November, atter allowance 
tor seasonal taotors, was unchanged trom the previous 
month, with the FRB adjusted index ot industrial production 
standing at 232. Reference to Chart l w1ll show that 
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manufactur i ng out put declined very sli ghtly from October 
l evels , but t he small decrease was within the usual 
seasonal propor t i ons. Although production of steel, 
machinery, transportation equipment and some other items 
decli ned, offsetting gai ns occurred in the output of 
explosives, small arms ammunit i on, gasoline , rubber, 
textiles and various other products. 

Manpower shortages continued to be a hampering 
factor i n producti on in November, particularly in the 
durable goods i ndust ries. Total factory employment in 
that mont h showed a further decli ne of 91,000 and was 
nearly 1 . 5 millions , or 10 percent, less tha.n a year 
earlier, when the warti me peak i n factory employment 
was reached. (Refer to Chart 1 . ) The decline i n 
factory employment in the 12- month per iod, however, 
was about 250, 000 less than the expansion in the armed 
services during the same time. 

I n contrast t o the decline 1n factory employment in 
November, a greater than seasonal expansion occurred i n 
employment in trade, renecting heavy pre- Christmas 
buying, and as a consequence total non-agricultural 
employment was onl y sli ghtl y below month-earlier levels • 

Severe pinch in civilian suppli es impending 

With i ndustri al operations hampered by shortages of 
manpower ~nd materials, and mil itary requirements rising 1n 
many linea, civilian consumers f ace the prospect of more 
severe shortages of goods. Recent allocation orders of 
the WPB and rati oning schedules of the OPA have shown an 
unmi stakable trend t oward tightening up in civilian goods 
suppli es , and f urt her restrictions are impending . Thus 
despite the serious civi l i an transporta tion problem, i n­
creased milit ary requirements have made i t necessary to 
cut t ire allocat i ons to c i vilians in t he ear ly part of 1945. 
S1m1larly, t he expanding ammunition program is cutt i ng into 
the supply of various metals available t or civili ans , with 
the WPB last week announcing that civil ian l ead consumption 
1n 1945 will have to be out to 60 percent of the 1944 l evel, 
Allotments of brass mill products f or the first quart er of 
1945 are being reviewed in order to cut civi l i an demands to 
a minimum, 

Text1le supplies tor c i vilians ar e expect ed t o become 
tighter as a result of heavier demands of the armed services. 
Follow1.ng up earlier action 1n prohibiting all producti on of 
wool tops except to f111 r ated orders during the period 
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between December 31 , 1944 and Uny 12, 1945, the WPB last 
week froze all deliveries of corded cotton yarns from 
January 15 until March 31, 1945. This step was taken in 
order to increase supplies of cotton duck, tire cord and 
other textiles for the armed forces. 

Another order issued recently by the WPB directed 
the l arger clothing manufacturers to produce in the 
first 4 months of 1945 at least as many Army_ overcoats 
as they had made in the third quarter of 1944, or 25 per­
cent of their output of all coats, whichever is greater. 
As a result of increased procurement requirements for 
mil itary footwear, the WPB has also ordered tanners of 
military quality cattle hides to produce leather for 
delivery to the armed services before meeting civilian 
demands. A probable tightening up 1n shoe rationing 
in 1945 was announced by the OPA over the week-end, and 
some scare buying of shoes i s reported to have occurred 
already. 

Christmas buying unusually heavy 

With most eigne pointing toward a tighter civilian 
supply situation in coming months, shortages are likely to 
be aooentuated by the current high level of consumer pur­
chasing. Evidence of the publ i o ' s ability and will ingness 
to spend is seen in the record dollar volume of department 
store sales during the past Christmas shopping season. 
Despi te this year's very early start in Christmas buying 
and the attai nment of a record high in the FRB adjusted 
index of department store sales in November, sales con­
t inued at an unusua.lly fast pace to the very end of the 
shopping season. During the week ended December 23 
department store sales were 34 percent above the 1943 
level. (See Chart?.) Koreover, in the 4 weeks ended 
December 23 the margi n of sales over year-earlier levels 
widened to 21 percent as compared to 14 percent i n November. 

As a result of the heavy buying in November, seasonally­
adJusted department store stocks at the end of the month 
were down t o the lowest level of the year. (See Chart 3. ) 
In view of the unusually heavy buying whioh occurred in 
December, a further decline undoubtedly will be shown in 
stocks at the end of the month. Koreover, as a result of 
the relative eoarcity of lower-prioed goode and a trend 
toward luxury buying and upgrading, it is believed that 
etooke of many staple items are at a lower level than the 
over-all stock figures ( i n dollar value) would appear to 
indicate. 
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Stock prices rise to new high at year-end 

After selling off in t he early part of last week under 
the impact of adverse war news from Europe, stock prices 
subsequent ly strengthened noticeably, and on the average 
showed a net gain of about l percent for the period. As a 
result of the rise i n the l a tter part ot the week , the 
Dow-Jones averagee of railroad and utility stocks at the 
close on Saturday stood at the highest level of the year, 
while the industrial stock average was only fractionally 
below the 1944 peak attained i n mid-December. (See Chart 4. ) 
At the end of the year stock prices averaged a little over 
20 percent higher than at the end of l 9lf3 , with railroad 
s tocks pacing tho r i se with a galn or more than 44 percent . 
The changes in the Dow-Jones stock averages in 1944 were 
as fol lows : 

Dec. 31, · Dec. 30, Percent 
1943 1944 change 

Industrials 135.S~ 1~:~ +12.1 
Railroads 3}· 5 +44. 2 
Utilities 2l . S7 26.37 +20. 6 
65 stocks 47 . 07 56. 55 +20.1 

The large degree of stability i n the various pri ce 
indexes which followed the President ' s hold- the- line order 
of April 1943 continued during 1944, with retail , wholesale, 
and farm price indexes all showing increases of 2 percent 
or less. Nevertheless, infla tionary pressure has continued, 
and the slight rise in the price indexes during the latter 
part of the year has been causing some concern. Prices of 
farm products have strengthened in reoent months, and on 
a number of i ndustrial products, particularly text i les and 
building material s , ceiling prices have had to be revised 
upward. 

Certain pri ce factors which are not measured by the 
i ndexes, ouch aa deterioration in quality, upgrading , and 
the disappear ance of lower- priced goode, appear t o have 
become more i mportant during 1944, s ince pre- war stocks 
have largely disappeared from the market . While the OPA 
is att empt i ng to combat these hidden pri ce i ncr eases, the 
prospect i ve tightening i n the ci vilian supply situati on, 
combined with a continued high level of consumer incomes 
in the first part of 1945 , are likely to increase the 
difficulty of stabi lizing pri ces. 
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Commodity prioe trends irregular 

Commodity prices have moved irregular ly during the 
past two weeks . The Dow-Jones futures index showed little 
change until last Saturday, when a firming ot grain futur es 
resulted in a moderate rise in the index. A decline last 
week in the BLS spot index ot 2S basic commodities parti ally 
ottset t he moderate advance ot the preceding week, with the 
index showing a net gain tor the two-week period ot only 
0. 1 percent. (See Chart 5.) This index has risen 1. 9 per-
cent during the past year. · 

Although hog marketings continue to be seasonally 
heavy, a strong demand recently has caused a marked rise 
in hog prices, which last week were at ceiling levels 
tor the first time since late October. Steer pri ces have 
risen 2. 5 percent since the sharp decline ot three weeks 
ago . In connection with steer pri ces, OPA officials met 
With cattle industry representatives last week to discuss 
the imposition ot firm ceiling prices on live cattle. 

Cotton prices continued to rise gradually under the 
influence ot the Goverment 1 s parity purchase and loan 
programs . Corn prices, however, showed a net loss ot 
1, 4 percent , despite the announcement that distillers would 
be permitted to use all grades ot corn in an amount up to 
50 percent of their total grain requirement s during the 
January whisky holiday, Wheat pri ces were also moderately 
lower. The t irst offi cial estimate ot the 1945 winter wheat 
crop indicated a crop ot 762 million bushels, only 2 milli on 
bushels smaller than the near-record crop ot 1944. 

In the two weeks ended December 23 the BLS general 
index ot wholesale pri ces showed a marked increase ot 
0.4 percent, (Refer to Chart 5. ) The index reached a new 
wartime high at 1o4.6 percent ot the 1926 average, which was 
1.7 percent higher than a year ago and 39. 5 percent above the 
pre-war level ot August 1939. Higher prices tor tarm products 
were largely responsible tor the latest rise. 

Farm prices reach new high 

The tarm pri ce index, breaking out ot its narrow range 
ot the past year and a halt, ross noticeably last month and 
reached the highest level since September 1920. At 200 per­
cent ot the 1910-14 average, the index is 4 points above that 
ot November and is also 4 points above that ot December a 
year ago. (See Chart 6.) A greater-than- seasonal rise in 
truck crop prices, together with increases in potato and 0 sweet potato prices, was · a material tactor 1n the r i se in 
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the farm price index. Fruit prices, contrary to the usual 
seasonal decl i ne, r ose 5.6 percent, with orange prices up 
almost ~ percent; lemons , almost 10 percent ; and apples , 
11 percent. Egg prices showed a moderate contra-seasonal rise. 

Despite an upturn in clothing prices, the index ot 
prices paid by tarmere (including interest and taxes) was 
unchanged 1n December. Consequently, tarm prices now 
average 117 percent ot parity, up 2 points trom November 
but the same as a year ago. While prices of most farm 
products are above parity, pri ces ct corn, wheat, cotton, 
hay, and peanuts are below parity. 

Living costs increase slightly 

Duo largely to a alight rise i n food prices , living 
coats were a trifle higher in November. The 0.1 percent 
r i ee 1n the BLS coet- ot-living index offset t he slight 
decline ot October, and the i ndex aga1n stands at the war­
t i me peak level previously reached in September. The index 
i s 1 . 9 percent higher than a year ago and is 2S.3 percent 
above the pre- war level of June 1939. (See Chart 7. ) 

Seasonal increases in the prices tor eggs, apples, 
and green beans, together with higher prices tor fresh and 
frozen f i sh, accounted tor the slight rise i n food coats i n 
November. While clothing pri ces conti nued to advance, 
ehow1ng a 0 .1 percent i ncrease, this was the emalleet in­
crease in the past seventeen months. Prices of household 
turni shlngs continued their gradual rise, and an increase 
in coke pri ces raised tuel coste slightl y. 

Lengthening of war in Europe toroes tightening 
of food rationing 

The oontinuation of the war in Europe into 1945 has made 
necessary a tightening or rood rationing, which the OPA 
announced last week, sinoethe relaxation of rationing last 
summer had been predicated on an early end ot the war in 
Europe a nd a consequent release of some food stocks set 
aside tor military requi rements. By anticipating the end 
ot the war, it had been hoped that surpluses or roods 
developing f rom out-backs in military requirements could 
be reduced. 

The OPA apparently took some riak i n s uspending the 
rationi ng of canned vegetables last summer, since the mili tary 
and other non- c ivilian requirements tor the 1944-45 pack were 
actually larger than they had been tor the previ ous year ' s 
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pack, when rationing was fully in effect. In fact·, the 
Department of Agriculture forecast in September that, due 
to the i ncreased military requirements , the civil ian supply 
of canned vegetables and vegetable juices during the 1944-45 
season might be 10 to 15 percent less than in the previous 
season. 

With rationing suspended during the past several months , 
the supplies of commercially canned vegetables avail able for 
civili ans on December 1 , 19411., according to Price Administrator 
Bowles, were reduced to only 56 percent of the quantity 
available at the same time last year. Moreover, supplies 
or fresh vegetables this winter will be somewha t smaller 
than last winter, due to a smaller acreage planted and to 
some recent damaging frosts in Florida and Texas . Under 
these circumstances, the change in the war outlook made a 
resumpti on of rationing inevitable. 

The broadened meat rationing reflects largely t he sharp 
reduction in the 1944 pig crop , together with continued heavy 
non-civilian requirements. The 1944 spring pig crop, which 
is now coming to market, was 25 percent smaller than the 1943 
crop, and the fall pig crop is 34 percent smaller. Total 
civilian meat supplies in the first quarter of 1945 are 
expected to be 15 percent less t han during the last three 
months of 19411.. 

Due to the heavy consumption of sugar for home canning· 
this summer and fall, stocks of sugar i n this country have 
been severely reduced. A tight shipping situation is h indering 
imports from Cuba, and manpower shortages at the r efineries 
have handicapped the replenishing of st ocks. Consequently, 
the low level or stocks has necessitated the tightening or 
sugar rations to restaurants , hotels and institutions , and 
to industrial users. 

Meanwhile, with butter production subs tantially below 
a year ago and with civilian stocks declining to the lowest 
point' since t he war began, an increase in the rati on value 
of butter was necessary to obtain a fairer distribution or 
that product. Some further decline in butter production is 
expected in 1911.5. 

Cold storage holdings generallY lower 

Cold storage holdings declined during November, causing 
a further easing i n freezer space and a reducti on in cooler 
space occupancy. Freezer occupancy on December 1 was S3 percent 
of capacity, down 3 points from November 1 and 6 points below 
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the hi gh levels or t he three precedi ng months . A year ago, 
fre ezer occupancy was 89 percent of capacity. The space 
occupi ed in coolers, 76 percent or capacity, showed a 
moderate decline from a month earlier but was somewhat 
larger than on December 1, 1943. 

Stocks of dairy products declined substantially during 
November, and at the end ot the month were considerably 
below the levels of a year ago . Butter holdings totaled 
about 91 million pounds a s oompa.red with 124 millions a 
month earlier and 179 mill ion pounds on December 1, 1943. 
Total egg stocks declined about 14 percent, and holdings 
ot shell eggs are now sharply lower than a year ago . 
Stocks of frozen and dried eggs, however, are cons i derabl y 
larger than at this time last year. Due largely to moderate 
increases in pork holdings, total meat stocks i ncreased 
slightly in November but t hey are 26 percent lower t han 
a year ago. 

Apple stocks i n cold storage at high l evels 

Stocks of apples in cold storage on December 1 were 
near the hi ghest level i n the past fifteen years , totaling 
35, 726 thousand bushels as compared with the high tor this 
date of 36,054 thousand in 1937. Moreover, in only one 
other year since the war began, 1942, were stocks as l a rge 
as t his year. The followi ng t able shows total cold storage 
holdings and the holdings in the t hr ee l eading producing 
states on December 1 tor the past six years : 

December 1 Vi rg inia New York >'1ashington Tot al 

19~9 ~· ~38 6, 541 9,763 30, 9gg 
19 0 • 19 4, 8l~ 11,79~ 33,838 
1941 ~ , 64o 4,7 12,19 31 , 2~5 
1942 ,242 ~, 946 11, 4~ 35,4 1 
194~ 1, 969 , 247 10,1 25, 7~ 
194 4,082 5, 94o 12,001 35.72 

Space in apple house coolers was 89 percent occupied on 
December 1 , the highest degree of utili zation on record. In 
the three most important regions, Washington, New York, and 
the Delaware-Maryland-Virginia area , the percentage of space 
occupied in apple house coolers amounted to 93, 88 , and 
95 percent, respectively. 
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!!OLD FOil !!BLUSI 

"9 
JJliU..utT 1 , 1945. 

~ OAQTION; The following atate~ant and report by Director ot War Mobilisation and 

lleeonveraion Jamee 7. Byrnea ia tor relenae in ~l r egular editiona ot Tue• dft¥ 

...,mint; (JnnUN"y 2' newtrpapera. Release t or radio 1e at 6 p . m. liiiT tod&y. 

0 

0 

Director o f ¥nr Mobilization and Reconversion Jnoee F. Byrnes today tiled 

with the Pro1ident and the Congreaa hi a tirat report on war mobilization and 

reconveraion Rl required by the 'flU' Y.obilizntion Mel Reconvera1on not ot 1944, 

The re'OOrt reviews Mel IUIYIIU'izea the RCCOmpl1alu:lente of war oobil1mtion 

thtte t ar and 'OOinta un the problene which lie Rhead, not only in the field of 

wnr nroduction but in prepnrin~ tor reconversion. 

In hia letter of tranaoittal , Director Byrnes calla att ention to the need 

tor ~AditioDRl legislation to tir~ten up the ver production machine, eapeoially 

in the light of changing battle neede. ~e ~eo oakea, to the Preaid~nt and 

Congress, certain auggeationa aa to the reconversion policies 1mich he believe1 

will be helpful. 

One aeotion of the report ie devoted. to aucmnri~ing what baa been done t o 

mobil ise Ar.lerican reaourcea for WIU' Mel what atepa have Rlrondy boen taken looltinc 

toward an orderly traneition from a vnr economy to a pel\ce economy. 

Other aectione of tho report deRl. eapaciRl.ly vi th :Eleonor:~ic Stabilhation, 

ICanpover, Agriculture, Jl>reir,n :Jconooic Operl\tiona, 'l'ranlll)()rtRtion, Shipping, 

Rou1ing, Induatri~ Fecili tie a, Sun>lua Property, OontrRct 'l'emin~tion, nnd 'l'ax 

Relief. 

The report ie submitted in rea~nae to a aection ot the vnr mobi lisation 

and reconveraion 1\Ct llhich directs th.e director to 

• wbnit re~rta t o the President, the SeDRte, ADd the P.ou1e ot 
Reoreaenti\Uvee on the first dmye ot JMURry, A.,ril, July, Mel 
October, on the 110ti vi ties uilde!·t<U<nn or oonteo'Olated by hi., 
under thia 1\Ct, SUOh reports &~nl! IUMDArize and D'Opr&188 the 
activities of the vl\rioue exAcutive ~nciee in the field of 
del!lobil1mtion 1111d 'POit-w.r ndjuatnent , and ma:r include aucb 
leliall\tin propoll\11 a1 ha 01\7 deem nece1aary or deaiMble, l 
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Letter of '1'r1111azoi ital 
1 "1 - v 

OFFIC3 OF ~A~ NOBILI~ION AND 33CO:JY~SION 

IIASfiNG'ro!T , D. 0 . 

Decelllber 30, 1944 

'!'he Preaident. 
'!'he Honornble Preoident of the senate. 
'!'be Honorable Speaker of the Houaa of Repr eaenta t ives. 

Sira: 

Ae Direetor of 'fAr Mobilizntion and Reconversion, I bereb:r aubai t ey firat 
r eoort, reoulr~d tmder the Wnr Mobil! zntion and Reconveraion Act ot 1944, ae of 
Jnnuar:r 1, 1945. 

It ie eeaent i Al t o 1111 underst nnding or the problema conf ronting this 
country in All-out aobilizntion t or war and in the l a ter traneition from var to 
])&Me to r evi e" the Mjor nccocmliahnenta of our war effort i n cor.,ariaon with 
our nchievenente i n norDRl tiaea. 'l'heretore, i n this r eport I hnve tried to aua 
uo t heae P~coonl i ahnents and in t hie sucaing ao, coDOAre the ACcompliahaenta 
with our nencetioe ntteinaenta. I believe thnt in thie way we can eee clenrly 
the ~robleae which still lie nhend. 

I 'think Also tha t auoh n atU10Ary mi~t clear up some of ·our present doubts 
and uncertnintiea. Much h8e been aaid about confusing and conflicting war etnte­
oenta. ~h 1e i nevitable in t he oresaur e or nocoaplishment. Victories lead to 
optia im. se tbncka, uhich np])Ar entl:r prolong t he war, l ead to fear, anxiety over 
l oved onea, nnd neasiaisa. 

'!'he truth is thnt our eoldi era a t the front today nre not short of 
amounition nnd aupnl1ee na· a r eault of any production failuroe. However , they 
may be short a few weeke hence if we fail, I t they are t o freely uae what they 
now have in ordar to anve humnn l ives , they oust know thnt more , in abundance, 
1e on the wn:r. 

Thia nation can be nroud of what it hae accoapliahed to date w1 th the 
coopera t i on of induatry, labor and ap,rlcul t uro--of all the peopl -under vlgoroue 
Government l eader ship. 

11e have ranched n r nt e of ounhions production in exceae of $64, 000, 000,000. 
per year while ~intnining a etandard of .living higbor than th8t which we enjoyed 
in 1929. We hnve nttained thia rnte of war production without an:r over-all re­
duction in the coniiUDer aupnliee available to our nublic nt lar~. '1'0 accomplleh 
thi a, we have i nveated aore than $30, 000,000, 000 in new or exoanded induatrial 
plnnte. 

'fe lu\ve added 18,000, 000 peraona t o war activltiee. We have a med and 
oouinped the moat nowortul naval and air toroea in tho world, We h8vo nraed and 
equi~ed one of the lnr~et and one of the beat armiea that the vorld hal ever 
eeen. 
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We hAve elt"DDrted to our allies '1t0oda Md aervicea valued in exce .. of 
$34,000,000,000. This aid conaieted not only of ~tiona but of aateriela end Q 
eauinoent to 1noreaee their induatri&l output Md food to replACe their loaaea 
in Production or i n other food eourooa. 

lfe have had two years of 1\looat unp&r&lleled auocesa in our military opera­
tiona ngninat strong and poverful 1\dveraiU'iea. Theae Rdverenriea are atill dengez-­
oua. · And thue , in apite of all that we have accoopliahed to dRte , ve ati ll have 
more to do. Our forces i n the field need more guns , core aoounition, more trucka, 
more tiree, core ahipa, core airplenee, oore rockets, and core oen to tintah the 
Job which they hlwe done ao ~<ell to dnte, 

We cannot be complncent yet. \fe ouat man our war plMta to the tulleat 
extent necessary to meet the requirettenta of our mi~.ttA.ry l eadera. We muat do 
this in the ! A.ce of a further vithdrnwal froo our avn11Abl e manpower aupnly t o 
provide replacements for the aray nnd to build the navy up to the atrengtb vbich 
it requires to DAn its abipa, 

Recently, therefore, I have taken action to tight en Selecti ve Service 
r egulntiona, to deny prior ity and allocation r ighte ~ben neceaaary to caintain 
DRnpower ce111nga established by the War Manpower Co=ission for nonwar plenta in 

.order . to fill the de::lllllda for MDnower in wnr plMte. 

Tile Vnr Production Bo.erd baa deferred for e period of 90 dnya new spot 
nut'horizntlons in critical labor areea Md ht\8 f rozen civilian 'PToduotion at not 
to exceed the fourth quarter levela Of 1944. ' 

I have reauested reeing mAnngooent t o auanend all reee oeets , thua reductn ) 
- ' thnt drai n on mnn]>ower , trensport etion, .cor.u:tuni ceticn fne111t1ea end other service» • 

. ' t ' ho;,o thPt these ru:tiona Ifill autfice, Howe•1er, it T.IAY be neeeaaary for 
. Oon~eae· to con81der leglelation to atrengthen the authori t1 ot th& tfer Manpower 
Oonnis-.ion. 

I ntt convinced thnt coneideration ahould be given by Oon~eas to eooe 
control over those ~ound pbyaicnlly disqualified for DilitRry aervice , eo that 
they nay render their war service in eeaential var ectivitiee. 

Alt hou.t!h l nbor and, can~Mnt have in ooet caaes,coopliod voluntarily with 
the orders of the 1fer Labor Bonrd, the author! ty of the BoiU'd. ahould be etrengthen­
ed to enable it to enforce ita deciaiona i n the courta wi thout resort to tehure • 

.. I vill not ~redict how l ong the wnr will cont inue, Howaver , ea Director 
of \far Mobilization and Reconveraion, I muat dirac~ the Governoent effort at hol!la 
~o the onint ennnoa of all-out wnr production. w&en one of our enel!liee ia defeated, 
th~n end only then can It~ lessen our effort . 

' . . 
lven then we must r ecel!lber that our pricery gOal ia the defeat of the other 

eneey; lfe will atill hnve cilli ona of Ameri can bcye l1v1Jl8 4a¥ in end day out 
under enel!lY fire, aleeping in r ai n and cud, eating out of tin cane, end never 
enJoying the eoatort ot bone. 

I eo convinced that even with the detent ot one ot our en.eotea we will 
atill require e t recendoua nati onal effor t to bring tull victory at en earlT date<:} 
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" Ufti11 thla t~•k . 1a comnleted nnd those fortunate enough io survive return home, 
0 we ouat continue our ,:,.r effort na our prim11ry nntional ' O'bjeotivo. 

It ia true thAt ~th the def,nt of one of our eneoiea th~re will be oany 
diaru'Dt19.DI of locnl econoQy vith aooe local Wleoploynent·:\ !hoee conditione vill 
be, tenoorarr. ,They cAnnot ba neglected, but they do not require the detailed 
attention we DUet give ~ther long renge problema vbich vill develop vith peace. 

Tho Oove~oi~t'ha, ·'.,'n the whole, been aucceaatul in caintnining a 
stabilized econony thro\ll!hou.t tho t<nr oorlod. Stnb111zation Ifill be oore dif:tiou.l t 
wi t;h victory. The Congree.a ahou.ld. give eor ioue thought to 11 further exteneion of 
the Renagot~nt1 0n Act tihich hna been a tiucceoeful fACto r in our fight for atRbili­
zation. I believe also ,th&t it la not too enrly tor the eongreaa to conaider the 
extenoion o:t the StabiJ.lcMtion Act. . 

I no not annrehenaive over the ability o:t the Oovernnent to handle the 
ceehanical nrobleca involved in transition troo wnr to peace. Congreaa has pro­
vided the toola in the act eatabliahing t hia office. · It •bae• eatabliahed. an Of:tioe 
ot C~ntrnct Settleoent which h~e nlready ncco~liahed much in coordinating and 
directing tho -procureo~nt ~~~tenoiae i n the ea tnbliahoent of a contraot t el'mination 
procedure which 1 an sure ~11 be Rble to settle contrncte promptly and se.tiafnc t ­
orily vhen ,eACe Rrrivea. Oongreaa has eatnbliahed. the policiea to govern the 
di apc>enl of eurplua property under a SUrplua Pro»er ty Bol'll'd. Whlle ther e M:1 be 
aooe ndniniatrative d.i~ficu.ltiea undgr thia legi.la t ion, it provide s the cnchin4ry 
tor; d.iopoanl. l!•lcl: hna 1\lready been accoaolhhed under the Su.rJ)lue 1/ru- Property 
Ad.oiniatrntor np'DOint&.d 'Drior to t he »Raanr,e of the ACt i n aaaigning r esponsibility 

()
t o di 81)oanl aeenciea, in developing anlea »Olicioa, nnd in nrrRna ing for the 
nro=t rer.~ovnl Md storage of aurnlua pronerty. 

( 

Congrcee bas likevieo provided. mnchlner.r t o ooelet in tbe reemploJment end. 

retra1nin8 of retiU'Iled veteran.a. It ball enacted. tbe "G. I. bill of rights" , vblch 
baa ll8de it poaaible f or ou.r returned veteran.a to plan ellead. Boepltalltation for 
returned veteran.a ia also racairtne active conetd.eration. 

Co116r&la baa made a etart 1n provid1116 unemplo7JII8nt ccm;peneation for tboee 
vorkera vho DillY be temporarll;y Ollt of employment vben tba var enda . At that tilDe I 

did not think tbe benefit& provided were auff1o1ent, and I nov ursa tbet Conaraae 
she' 'further conaid.eration to llb&ralir.tns tbe prov1a1ona of the 1Jnemplo7J118nt 
CdaiJjen.ation tav. 

Congrau has alao provided tor the continuance 'ot &\IPPOrt prtcea for fa~ 
prcducte to:r- • : per.10!1 ot: , 1;\10 ;reare froa the fi rat da,J of the next ~ after tbe 
ell4 of the var. 'l'b~_a, will 4o IIUCh to eocolll'll(ll tara production du.r1D8 the var and 

prevent ·a diMatroue .clll'tail!lezit in fam 1nc0118 vith tbe enll:of tba var. 
,, .. . 

conaraae haa approved pllbl1c roeda, flood control and rac).aMtion Pi?6raiU 
vbtch provide a conatl'llction back los. l'llrtbar lestal&tion of thla tne 11111ri te con• 
etd.eration eo thet autboritet proJeote vlll be available to p~1d.e eQl0111111nt . 

The foun4.et1on of Aaarican enterpriM bl\8 &.lva;ya reeted ln ~1 buei.neH. 
While ed.eqllllta provleion bae been ll8de for the p~t ~nt of cleiaa t o tbo• 
-11 bueinotll enterpriMe eD88814 in the var effort, no ad, qll&ta provieion bae 

lbeen llllld.e ' to uetat finanoiell)' in the re .. tablien.ant of a:.all bllelneae enter­
priMa diecontinued ae a ree11lt of tbe var or for the eetebllan.nt of nev entar ­
pr1M8 of thie t1J)e. I \&1'81 the. Coaare•• to pve oonaid.eration to lesiel.atlon of 

tbll t1J)e. 
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Wo have built as a var meoeure a great merchant fleet. I believe that 

Consreee vill coneider at an earlJ date legislative measuree vbicb vill aeeure 

continued operation vhen the var ende. Q 
J!o seneral t1!JC nviaion is possible II.!} til tbe end of the var, but I urge 

that Congre~e give consideration nov to several proposals outlined elsevhere in 

this report vhicb vill not materially reduce revenuee but vill greatly encourage 

nev enterprteee and the expansion of existing enterprises. Such proposals could 

be considered and drafted nov in order to make possible• immediate enactment at 

tbe end of the ver in Europe. · 

We face the end of the ver vt tb a houeing shortage, the rel1ef of vhicb 

ehould e.oetet mnterially in providing l.mll!ediete employment. I em oure that con­

greoe vill vent to· conoider tho extension and liberalization of the oevoral 

measures in existence vhen vnr vae declared to aeeiet h0111e buildere in financing 

e~ch conet~ction. 

I think reeoneidoration might vall be given to the provieions of the 

Lanham Act prohibiUng the sale of temP<>reey housing for residential purposes at 

lov coot, aa it may be that s~eh housing could vell be used to greatlJ ~rove 

present conditione in city alum ereao and in certain farm oreae. 

Our lend-lease ac tivities have gi?en us in vtlrtime a record volume of 

export trade. Our dol!l8nd for critical var materiale, combined vith preclueive 

buying of matorialo dee1red by our onem1eo, hae also resulted in developing a high 

volume of importo. Thio increase iu our foreign trade baa played an ~ortant 

part in our var economy. It IIIUBt play an important part in our peace econOIQ)'. 

We muat export goode if ve ore to provide JObs for all of our vorkere. wi) 
cannot export goode unloee otbere have the dollare required to pay. These dollars 

can be eocured only through credit arrengoments and through tbe ~ort of goode 

into this countey. When vo roieo bnrriere against imports ve restrict our outlets 

and reduce job opportunitiee at home. 

I em sure that Congreee vill desire to consider at an early date tbe ex­

tension of th9 Tmdo Asreor~ente !lot. I Ml equellJ eure that it vill deeire to 

consider tbo ~:-oblerno of int ernational finance vhich muet be solved before our 

ovn poeltton in post-var trode cun be determined. Those problema vera diacuaaed 

at the Ir.+.ornational Conference hold loot year at Bretton Woods. They vill un­

doubtedly be :placed beforo tbe Congreee at an early date . Our national pol1c7 

ehould be developed nov. 

Wo hnve beard much of conflicting vteve and opintone during theae var 

.)'eare. Mlnori ty intereste have voiced conti.nuing cri t1ci8'' of each var and peace 

measure. We could not have ecco~pliebed Ao much in so lit le time if ve bad not 

bad an over all plan and purpose into' vhioh each of theee meaeuree fitted. . . . 
ReepectfullJ' eubm!tted. 

' 
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UOBILIZJ,TIO!I /.ND RECONVERSION TO DJ.'l'E 
llR- 1 

The United Stntea hu bull t the "'orld 'a lc>rgoat llavy , tho world '.a l argest 
merchnnt flout, nnd ono of tho world'' l orgoat ond best-equipped ormioa. It 
has become in the renl aonse of the term tho world's arsun~l ?f dumocrnoy. Al­
tlrough all of thnt h~s boon t~eco:mplished in l oss than fiv!' y,enr,a , ato.rting o.lmost 
from aor!ltch with tho fnll o( France in Juno 1940, .neverthol o.s.s ~he mobilizntion 
of ·thiB: oountry'a r esources--its mllteriols, ~ts machinery nnd , ~bovo all, its 
n. npower.--:h not complete . Tho w:>r 1a yet to be won. 

Today f~ricnn t r oops nr e engaged in whnt could prove to be tho decisive 
bllttlea. of the wnr in E~ope nnd the Po.oifio. Thoy need p~rticulur typos of 
~q~pmun~ urgently; those :>re our criticlll w~r programs. Tho tnak immodintely 
facill& the country 1e to cobilite our r oaouroee to give the field ooom.o.ndurs- ­
tho trnops in thu field- -whnt they, eonsidor noceaanry for ~~otory . 

·: Compr ehensi,ve stops tmve. been. taken to utilize .. our r es.ourcea off i.clt;ntly, 
ao ns to i.ncrea,se ,our wn" produation, pnrtioul~rl~ in critical ·items . As I point 
out i·n .the s ection on "1-\nnpower," c~Hinc;a hnv<.. ouen plr.eed on civ~l:I:IU\ pro­
duction, Selective Ser vice rules tighton~d , .'1Jld mnnpowcr control,3 imJ:I'l~.rnented. 
J.a n further stop, tho l•a r Production Bct\rd hi\S ndaptnd its tontrollcd Mator i nls 

- Pton to the urgency of thti ~io~s • • Througn thu appl.cntion of ita controls , s t eel 
production will bo hold tq 4 pro- detvminod o.mount to pr event the dr~>i'!irlfi n.way 
of industri~l ener gy, manufact•~ing fccilitlua, nnd ~nnpow~r froo wnr production. 

" • 
.GAil.'B IN -:CRITICJIL OUTPUT . I 

Further , the har Product:. on Bonrd , tho l.nr l~nnpowor Commission, tho Army; 
the Nnvy end :othv r. Covo~nmont 11genoi'!S ho.v9 s~,t up committees of top personnel 
to r eview the monthly progreso i n each of tho cri tionl progr~s 1 • .,j;o find out 
whot is holding up production nnd provide the r emedy . The renults of these 
meot>n,;s , begun three months ~go, hnye nlroad~< become . evi~ent . , In Uovember, 
criticnl · pr bduotion w~e up 11 pcr coQt over October , nnq October hnd b~en up 
6 P'rcent over September . I expect nnothor incre~ae during tho month of De­
cember . 

. ,-·. 
However, thooo snins , ~1ough cneournging, a r u not enoug~ . Serious dofieita 

1.• schedules still oxiat. Even tho mecti.ng of present sehoduloa 1a not enough. 
Critical production oo , longer feeds pipol1nea or goes ~nto ~trntegic reserves-­
it is going r ight .into buttlo. Current requirements in those cri tical items 
Ol'(! · Virtunl~y · unl.imitud, i\S ,S<?On .ns f\•War , plt~nt, meot~ ita ~croflu.lo, it i,s a 
si~;nal for nn incr enso, in tho·t schodulc. 1 • • .• •• • 

We need more tanks , more Supcrfortreaaoa, more henvy nr.tillor y nmmunition , 
moro mortars, more tents, moro trucks , noro concunicntion wiro, more ship rep~ira 
thnn we enn poaai\)ly turn out . in the il:li:IUdiC>to future. .• . . . . . ' 

Those urgent domande will cont~n~ eo lor~ ns the .w~ laate. ~hon field 
collWO.IIders learn th-tt light t nr.lca are not powurful enough t o blast through enemy 
linea, they domnnd hul\vier t .::.nks. lih9p truck tires . are ripped to bite by muddy 
rouds, pockmnrkud with flulc, r oquiremento for tires soar. l'thun aoionthts nnd 

. invontoro. devoiop. n~w wonponp-- such na now· typ!'8, pf,ra~!'l' or ~.o.t plunea--we must 
quickly trnnslClto thooo devulojlDlCnts into bllttlofi&ld, .equipment . .I t 1a nll part 

( 1 or winning the wo.r mor e quickly-- or anvi'lg livoa . I.t is our job on the home 
f r ont.. 

• 

· I • . t • • .. 
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"ARMS AND AUERICA!' 

Production has como a l ong wny sinct Gurmnny invaded Poland in Se ptember 193~ 
Then, except for o. few cxpc r i r.:cntal orders , the United States had hordly sttU"tod 
~o prepare f or wnr. What hos been done s ince is 11 dr amatic t r i bute to industry, 
l abor , o.nd ngricul turo . l t is depicted in the chart, "Arms o.nd J\merica, " wh i oh 
sh'!ws. how war production c l imbed month by month f r om virtually uothine to n r nto 
of' mor e' tha.n ~64,000,000, 000 a yenr. · No r.o.tion can t ouch t his 'rnte of' prcdu'ction. 
It is almost oqunl to thu toto.l war production of' the r est or t he world". 

Behind thnt dr amo.tic upsurge in war pr oduction is t he s tory or men und 
machines, of orgnnizut ion and tro.ining , of hnrd wor k and the will to win. We 
must not forget that this count ry did not buckle down in eo.rncst to wur production 
un"til the Gerl!lnns and the Japanese hnd built up wo.r machines ovor mo.ny yeo.rs and 
wo: e coiled to strike . Yet today we have overc ome the :;·r early advnntag'e , 

It might be well to r ev i tJw with thv Congr e ss t he many r runificntions of our 
wnr effor t; how it ext ended into ov,ry corner of' our economic , social, and po­
litico.l lire . To r co.ch t ho point ot mobiliznt ion w~ hwe o.chieved todo.y, tho 
Urlited States had to do many thin~;s . · 

·we ho.d to build new pl~nts :Uld cxpo.nd old ones, pnss a specie.~ tax nmortizo.­
tion ~aw, e xte nd Fedt.ral financing to wo.r oontro.ctors . 

Vic had t -> f'ind contr nctors to t ~ko wo.r work, t each t hem to prcduce new pro­
ducts , develop new for ms of' con tracts, dr nw both big and smo.ll business into war 
prod~ction . 

We had to curto.il civilbn pr oduction, convert i ndustr y from peo.oe time t<' 
wnrtfme production. 

· We hnd to dro.w 7, 000, 000 extra youths , wooen, nnd older men into employment, 
po.ss nnd o.dministe r a Sol octive S~rvice fnw, t r Qi n workers for 'new j obs, provide 
housing for wnr workerS . 

. We had to incroo.se domestic sources and develop for eign sources or supply cC' 
critical mutor i als . 

We hnd to expo.nd f'nr m out put to f eed ourselves o.nd our allies. 

1'/e hnd t o develop o. wnr pro!ir'lm, de t e rmine the s i ze of tho Army and Nnyy, 
and spell out r equirements in t erms of ~on and equipment . 

CCMBINBO OPERATIONS 

We had t o i ntegr o.te , ·so fo.r ns possible, United Sto.tos procurement with 
t ho.t 9f our allie s on r aw materio.ls , semi-processed goods, and munitions. Thnt 
was dono throUGh the Combined Boards nnd Combined Chiefs of Sto.tr . 

' 
We hnd to encourage r e sellroh and develop new wellpons. 

We h o.d to direct the flow, first of' mo.t erinls, then of' ctitico.l components , 

) 

and, tinnily, of manpower. 

We ho.d to control prices o.nd wnge s, r nt ion scnrco necossities•-shoes; 
l ine , fuel , soma foods . 

gaso- Q 

Vie hnd to settle ditf'c rences be tween labor o.n<l management and do o.wo.y with 
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atrikoa (cho.rt, "Boforo rond Aft..r No StriY.e Pledge") 1 r q __ ;; 
~ h~d to conotruct nnd mnn n merchant fleet to dolivur our production of 

tllllka, r l Mea, &una, and ".r.nurition to c I!" own ond aJHcd forces on the fighting 
fronts . 

Wo hod to ouintnin tho essential civilian eoon~. 

Out of that tromondous mobilization or rooources, energy, Smnginotion, nnd 
work hove cornu tnngibla results. 

In ,l944, wo produced $64,000, 000,000 of munitions- -twice the production of 
1942 ( chnrt, "llun1 tiono Productio:t"). 

The 1944 total included 95,000 nirplanoa weighing 950,000,000 pounds , double 
too oumber .nnd moru thnn thr~e tinco the weight of 1942's output. AMong th&se 
plnnos wore ovor 15,000 hoovy bornb~rs, six timoa the 1942 number, including a 
groot ml\ny Suporfortroosos, which wcru produced only expc.rin:ontally in 1942 
( chnrt, "Airplo.ne Production") . 

It nlso included ship construction ~d mnintonnnce nnd ropair--t~ t ho value 
of $14,000,000, 000--tlbout double tJ:c lt'4Z tot'\l (chnrt, "Ship Conotructl.on") . 

The major increaaua """r'" in "tr~nsports and landing vessels for carrying our 
1\rmcd str ength to tho oncqy. 

Production of £unO tlnd mC~Or V£hiclco "dcclinrd somowh~t from the 1943 levels, 
but import~nt items in those groupo wcra puohod to n~w highs-- hoovy artillery, 
rocket l:>unehers, hu o.vy trucks , tro.etors, o.mon& others (chnrt, "Guns, Ammunition, 
Vehielos") . 

Tho ~6, 500,000,000 of ~~unition produced in 1944 wns ooro thon double the 
1942 output--with bo~bs o.r~ lorg( colibo~ ammuni tion ~ore than tripling 1942 
production (ohort, oa obovo ) . 

Today v:o h:wo on ~ '\t P£o.k ·"strength of 8, 000,000 oen, 5, 000,000 of whom 
t>ru overseas. In 1940, tho •-""""'Y consist..d of a~ 300, 000. r.o- hovo o Navy of 
3,800, 000 cen, oC whom 2, 200,000 ,r., afletlt or on foreign duty. In 1940, the 
llavy consisted of oom" 210, 000 . 

.. 
TANGIBI..E RESULTS ON Tl!E BATTLEFRONTS 

·And thoro is a do.y-ond-night contrast betw~on American's military position 
today nnd on December 7, 1941, whun tho Jo.pnnoao struck Pexrl Harbor . Then our 
o .nnies dominated o.ll of Eur<!pu, all of llorth Africa, much or Aoio , ond islands 

-and .bnsos of &\OO.t strategic value in ov~ry co,ner of tho world . The Axis nut iona 
were at the peaY. of thoir pqwor, ·rull or s6lf-oonfidonce. Their production woo 
inerqasiog, their citioa wore whole, tho mcr6lo of their ·po~ple wo.a high. - · 

Now Africo. ia ours . Sicily nnd So.rainis oro won. Moat of Italy hna been 
oaaupied . Frnneo hna been liborat~d . Ame r iao.n troops are· on Oormnn ooil . rle 
hove co.pturud Now Guinoll and the Solomon.a, So.~po.n , the lJnrinno.s, Ourun, o.nd gained 
powerful footholds in tho Philippines . 1\o ho.vu tnken hundreds of thouonnds of 
pri•oners and inf~ictcd honyY casunltieo on both Oermnny nnd" J npnn. We hnve 
deot~oyed or cnpturod v~at amounts of thoir equipoent ond we hove hit their vit~l 
centers of pr.oduc~ian fr01l1 the. a ir. 
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A grc~t contribution t o these ~chio,cmonta hns been ~rienn production. 
Juat ns v.-e hi\YO the grcnteat m·,chine cconor.~,Y in the .,orld, so hn•c we planned 
and donlopod the gr untoat J:~ec'lanhed, the r.:oat powerfully equippa<l Ar~ an<! Q 
Nnvy. no hnve traded atoel, copper, nnd aluminum for hum~ li•ea , 

From the very beginning, the progrnm called for n vnst nrrny of munitions . 
During 1!142 nnd 1943, our chief tnsk w,s to pr ovide th" nrrncd sorviooa with the 
capital equipment neooaanry t o pl~co our armius in t~e fiel d , Those i nt i ol guns , 
ammunition , tonka , trucks , planes, etc. , oorroapond to t he 'ml\ohinory thot goes 
into nn industr io.l plant. The next stac;o wr1s to mnintllill t l}nt oqu.ipmont--to 
sou thot the troops hnd sufficient roplnoeoenta. 

In addition, it 1o neoeas ttry +.o oonstt>ntly il'lprove equipment. Yl:>r is not 
statio. All equipoont tends to bococe obaolote. Our own record of doaign ohnngca 
indicntoa that . Today our battleships ~nd ct>rri urt nre for more powerful thnn 
a t the beginning of tho wnr . 1\e hnve dovolopod apocinl trnnsport 'Uld corgo ships 
for nmphibious oporntions fnr superior to ,ordinnr y troop and corc;o vessels. 

Our now tonka nro fnator, more mobilo , nnd mnnncd with heo.viur guns, th:>.n c-ur 
old one s . The Suporfortross is bigge r, moro powerful , and fnstor tht>n either the 
Liborotor and the Flyinb Fortress, ,nd thu Liborntor :>.nd Flying Fortress ore ~NC' 
of the bcst .honvy bo~o~bor plnnus in tho world . Our A-26 Invader nttaok bomber hns 
supplanted the A- 20 Boston. Now nnd pr~vious!y unknown weapons hove been brought 
into production :.od used oJ'fect i vcly in b">ttle , 

ORGA!HZING POR THE JOB 

In·mobilizing our economy for wnr, wo ht>ve ho.d to mt>kv mo.ny ohur~es in C'ur 
normnl procedures . Almost nvernight indus try hod n new customer . It had to ( ) 
l onrn to do business with Goverru:.ont on u eonlo previously unknown. The Govern­
mont olso httd rnnny now problems . Tho Army ond l!nvy ho.d to build up quickly a 
atoff of procurement offioos . The Office of Production Unnagoment nnd lotcr 
tho IVt.~r Production Bonrd had to dev.,lop a system of priori ties. 

At the sUJ:~e tioo the Office of Price Adninis tr, tion h~d t o establish control­
led prices . I\, .co'!ld not ~.!'o~d t o perpi~ machine tools or motorinla •o flow t o 
the highest bidder. Wo hnd t~ see thnt stuel, t.~luoinum, copper, l end, zinc , 
rubbe r , tin, wool, lumbe r, nylon, ro.yon wore ohnnnoled into wo.r production. 

LntLr , it boco.mu equally importnnt to sou thnt c~ponents--v~lvos , f r nct ionnl 
ho~eepower motors , o.ntifriotion bo~rings--wont into the most urgent pr ogr o.ms . 
11. e ffect, the cntiru economy wo.s put on n r o.tinb system--i n ardor of importance 
to tho conduct of tho wnr . 

Simult~eous with tho orgnni~o.tion of controls, the country hnd to to~l up-­
build new plant. In all, construction of new plants, includins equipment, r ose 
to the record high l ovol of some $800, 000, 000·· por !!lonth. All types of flloilities 
h~d to be brought to thu t nak: Steel, nluoinum, synthetic rubbor , artillery , am­
munition , shell- loading, amQll ~ms, nircro.ft nnd nccessor ioa, high C'Ctxne gaso­
line, chemical, nnd r:umy others , !lew shipyards wore built. Ir on oro shipments 
f r om tho Jolesnbi r o.nco ronohed n..w pee.ks . Subsidies wore paid t o inoronse copper, 
load, o.nd tine mining, nnd agricultural output. 

Sornb of the 1nor onaes or o striking : Steel production incrooaed 50 per cent Q 
over tho 1929 l evol ; nluminum 600 percent; petroleum 60 P"rcent, ond n noglibible 
poaoetimo production of magnesium has been expanded many times , aa, tho chart , 
"llotor inls for Wnr," ahowa. But now, with the .mnturity of the wnr program, and 
with changing r oquiro1:18nta punk output is not nlwnys required. Alum.inum nnd 
m~noaium produet ion hna declined f rom the ponk. 
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iiA'l'tiRITY IN I'IJUI FROOOCTION 

l'ht> tlllt\IT!ty of t he war progrw: 1a 1ndic'lted by t>,e acheduleo. No lnngur 
oro the t<quircoonts fer nll typoo or w.npono incrcqsing . This io in dccidot 
oontr:>of; to 191.2 rmd 1943 when th< 11rrr1y nod the Nnvy h'ld teo little of ovory­
thior; . About 55 percent of our wnr progrrur.s nre not risin;;; r. t r w 'lro declininr; . 
Th• not rcoult is th~t the for~c~at for ~unitions production ~• n wholo doca not 
indicnte runy great incr ense in tho first aix nonths of 1945. But '~ good p~rt or 
thnt production--45 percent or it in fact- - is in the expanding, criticnl itomo; 
tho items which nrc in dfrect dem3nd by troops in the field, the items in which 

. production bottlenecks hAve d~voloped. For thct r enson we must continuo to press 
for production. 

Tho development of i ndustrial knowhow on thu pert of mnnngement nnd lnbor 
has mndo it possible tci .. 1ncrenoe output por worker . 1\S u consequonoo, wo have 
boon o.ble to mnintni'n production on a plo. tonu, oven though the n•unber of workers 
in munitions industries hns ,deolinod (ohnrt, "l.!uni tions Production vs . Employ-
Ill nt") . lncrcusc in ,produetivity will 9robnbly continuo but at u s l ower rllto 
bdnging with it somv furthe r r eductions in cnployment i n certain types of 
munitions plants. 

TM.t is n no.tur'll cconooic phcnomonon. We con uso it to our purposes; but 
wo csn o.lso cisuso it . 'l'h1t is a d~nc<r th~t I must l o.y btfore the Congrcaa . 
tohcnov~r workers a r c l<>id ol'f boonu5o thc..y c.rc not n<cdod ' in this ahipynrd nr 
~hnt drornft plnnt, dm,,.,nds !.lm.dicnt<ly aprin& up to provide thcr.1 with p<ncc­
timo employment, to pcrcit nnn•.>fnctur~ of chilian goods . ~cso dom.o.nda nro 
h~rd t o nsist. Yet until wo t;~t t'l. criticnl progro.ma undtr control, until wo 
c o.n o.eauro Gon&ral Eisc':lhowcr, C:~nornl !.4noo~·..rthur, Admirnl Nimi tt, 4nd Admiral 
Hnlsoy of tho critic">i supplie s they nood , I f~ol we mus t r csiat those demands , 
ronaon~~oblo '18 they nppcnr on t:~ll surl'noo . ' . -. . . 

Wo must direct our vfforts to chnnnuling this r eleased milnpowor 
wnr progro.ms and to industries nnd sorvicua noodad to SUpPOrt them, 
ns if the civilinn economy hna boon sto.rvod . Sor.x. items are short. 
whole tho vel"""' of cons=ption hns rise :'! . Tho eh11rt, "VIo.r o.nd tho 
Economy," indico.tvs· our loo;.: of i i v ing is hit;her than in 1929•• 

into cri ticnl 
It i11 not 
But on the 

Civll io.n 

l'k; h:>vo nlrendy oedo onL -.:;oo "nrly st'lrt toward r <.convcrsion .. Ou:' rr; tho 
spring nnd summer, n· w11vt> o1' O'ptioien 01v.pt not only the United Stlltts out our 
allica . ~ hnd hopes on nn ~arly vic~ory--possibly in tho fall . Aitn the hope 
Of ViCtory in Curope this fall, WC.. WOnt ahacd With pl11ns to prO~"lrC the country 
for early ro conVeraion ot'' indMtry. At tho tine it seemed thu prudor.t eourso . 
Evonts M.vo proved it oth~rwiac . 

Somo e<;hedulos were out b nck; plnns for inoroasint; others were dotnycd to 
'awoit wnr ~ovolopmonts . I n the munntinu, thu 'output of munitions romllined lo~el . 
'1" on it beco.mo necossiiry to rovurso our course -- t o speed up . It took timo 
nnd effort to overooco tho inortio. . \Yo hnd to undo whnt hnd lioon dono .en to­
conversion; wo hod to.curtnil , tho spot Buthorizntion plan, plnoe ooilinga on 
oivilio.n production. ~ ~nd to hope for n chnngo in the bntionnl psychology. 
l'hnt hna occurred. The Gtrmnn oountornttnok through the Firot AMmy positions 
hna oonvincod us thnt we can win-'thie'-rtllr ohlv~bj"the ' Ul•out ·efforts of the 
Amorico.n people . • 

~ 'I'HIN(lS AT ONCE 

That t oo-onrly trend to •reoonYCroion deconstratod ' morcovor that wo could 
not do two divcrr;ont things llt o.oco , thnt wo could not pursuo an all-out war 
• 
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production effort while simultane~usly releasing materials, faci l ities, an~ man­
power for civilian producti on. ln the first place, tho mere resumption of 
civilian output convinced some workers pnd some industrialists that victorJ was Q 
just around tho enrner, that therefore t hey had better prep~re ·f or peaceti.me 

·secur i t y . 

In the second place, it affected even those who continued to feel that the 
we· was our first nnd main job. They fel t that if their friends or competitors 
wore converting to civilian production, they could safely do so. 

As Director of Wnr Mobilization nnd Reconversion, I am convinced that we 
mus t give our und ivided attention t o war production until we can be absolutely 
confident that victory is within grasp, until our militar y loaders t e ll us t hat 
they have enough supplies and. that we can afford t o reduce pr oduction. 

HuNever, I am deeply conscious of tho responsi~il ity to • pta~. an orderly, 
gradual 'tran~ition f r.om all-out war production to o. pence-ti~ economy. Already, 
much work h:>.s been done. 

PROSPECTIVE DEVELOPMENTS 

Tod o.y , in the middle of a two-front wnr, this country is much farther o.d­
vancod with plnns for reconversion than it wo.s at the terminnt ion of the last 
war . \'•hen the J..rmistice came in November 1918 , procurement officers had neither 
program nor policy guidAnce . Tod•,y we ho.ve n l uw providing for t he uniform 
termination of contrncta; t he prompt clcarnnco or government-owned equipment 
nnd invcntori~s from our industrio.l plants; the interim financing of industr y ; 
the disposition of surplus proper ty; and a pr ogr o.m for rotr~ining and reemploy- _r-\ 
ing worker s . Tho docks havl: been cleo.red. The legal r. nd mechnnico.l difficul tie"\_} 
which might hnve t ied up mnnufncturcr s ' cnpital and pr evented the employment of 
worker s ho.ve ·been nnt i cipated o.nd, in large part, s olvud , 

The work on reconvers ion started more t han a year ago. At that time, I set 
up " unit for Wnr nnd Postwar ,~djustment Polici~s with Mr. B. M. Bo.r uch ns di­
rector. Tho re port of this •mi t defined clear l y the probl ems of reconvc~sion . 
Su~scquently , Congre ss cstnbl ~shed t he Off ice of Contract Settl ement, tho Surplus 
Pr.)porty Board an~ t he P.ctr nilling nnd Roompl<yment Administr ntion. Under the o.ct 
of: October 3, these orgnnizations wore brought under the jurisdiction of this 
office . Thoy ho.ve formulated plo.ns, policies o.nd procedures t o cope with do­
mobilizC>tion pr obl ems. (Steps taken on property disposal and contra·ct t ermina­
tion nrt~ discussed sopo.rate l y in t his repor t) .• 

The Retr a ining and Reemployment Admini str ation hus est ablished centers in 
8,000 communities at which r vtur ning vete r ans ~ro given rehibilito.ti on guidnnce • 

. There t hey are advised. ns t o t heir rights under t he lnw -- their right to their 
old jobs, their right to be trnined for new ,jobs . The RRA cooper:>tes closely with 
the Veterans ' Adminis trati on, the S~lective Service System, t1nd the United States 
Employment Service to provide vot e ro.ns with vocational guidance . Postwar hospit­
al izati on r equi r ements for veter ans have been determined , Gener al Hines is pre­
pared to r eport directly to the Congress on th~se needs. 

Tha Servicemen ' s Rendjustmont Mt of 1944, commonly ref erred to as tho 
"G. 1. Bill of Rights, " constitutes a landmark in thf f iel d of veter nns 1 l egis­
l ation . It provides f or (1) educat ion and training, (2) l onns f or the purchase Q 
of 1\omes, f arms or business prope rty; and (3) r oadjustment (unemployment ) al­
lowances . These benefits whi ch ho.ve been so wel l o~rned wor e not ovo.ilable te 
vet erans of 'iiorld War I or pr ior wars , •Roe;ar<lloss of service disabil i ty 
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Small busine11s hoe been the backbone of .\morican prosperity. Ita future 
requires the establishment of a roadily available source of credit. The 
Wagner-Spence bill has this purpose in vi~w. In revoking the prosont authority 
~f the Fa'deral .Reserve Banks· to make loo.ns direct to industry, it substitutes 
authority for them to guarantee tho principal and interest of l onna by commercial 
banks to busin~s• enterprise . It, or othor forms of legislation to this end, 
deserves the icoediato consideration of the Congress . 

I believe thnt all adn~istrative actions which pave tho way to orderly 
transition .fr<Xl wnr to pence nnd which oro l'onsible ot this t ime hove been 
taken. The loar Production Board is prepared to relecsc production controla-­
L, M, and ·other r estrictivo orders--no soon no tho reductions in war production 
schedule s permit u subatnntinl outback. This is the so-cnllcd V-E Day plan, 
At tho time it waa dovolopcd, proposed Arii\Y cutbacks and tho progr0111mod reduction 
in construction of nnval nnd merchant v&ssols indic«tod o. drop of nbout. 40 per­
cent in th~ yenr followi ng tho dofeo.t o~ Oormnny . Since thon, " reconsidoro.tion 
ol' needs for tho war nr;o.inst Japan tndico.te tho.t the V-E Day production drop mny 
not be s o groat . 1 h~vo asked th~ War Production Board to deve lop o.n alternate 
plan on the new basis . This is now being dono. 

PREP.JI.•TIONS FOR V-E D-'Y 

The Ror Production Boo.rd ho.s o.nnly&od the probnble impo.c t s ol' cutbacks, both 
googrnphiOBlly nnd industrially. Those llnnlysos will ~rmit the oushionin.g or 
the shock in pnrtioulo.r or ons nnd tho expedition or reconver sion of entire 
industrie s . For this purpose, WPB hus ostnblishud a Progrnm Readjustment Com­
mittee composed or r uprvsontativ"s of tho l'lnr Unnpowt r Commission, tho Army , 
tho Navy, Army Air Forces, thv Nnvy's Burot\u of ..c ronnutics , tbo Mar itime Com­
mission, o.nd the Somllcr l'lar Plants Cor poration. I propose to keep in close 
touch with tho work ol' this co~ittec in hnndlit)b cutbacks. Thu composition of 
this eomcitteo wns selected in order t o brin~ civilinn as well na military con­
sider ations to bo ~r on cutbnck pr oposals. For ins t nnce, i t mny provo t o be de­
sir~ble to reduce production in Plnnt A instond of Plant B to t\void tho con­
oentration of layoffs in ono nr ec; or , it mny provo to bo dosirnble t o release 
c company fr0111 war work in n particular industry to stimulate reemployment. 

In o. ddition to tho work under wny in tho War Production Board, tho Wnr 
Manpowe r Commission is propo.rod to ruvise its rogubtions on m~>.npowur controls, 
The Office of Price Administration hns nnnouncod its rcconvt:rsion pricing policy. 
V.e hnve progressed f nr i n getting rondy for V-E Oo.y . 

TWO- FOLD TAS It 

~ter V-E Day, tho problem f neing ua will be two-fold: to maintain wor 
productioa o.t sch,duled levels while cleo.ring t ho way for rnpid resuoption of 
civilian production . Wo must aceolero.to tho roomployment of r~lonsod munitions 
workers and r etu.rning aorvicer.ton. Wo nro in n position to movo quickly. lYe 
t:ITQ ready to put into ofl'oct the polioiua, procoduros llnd plnna thnt have already 
boon formulated, 

During the period of none-front wo.r , the drop in wo.r production will be 
offset after a hrber inturval , by t ho r eesto.bliahmont of pencotime manut~>oturing. 
In add~tion. the transportotion, retail trnde, public utiliti~s, and othor in­
dustries, which are todii,Y suffering fron a ahortngo of labor, will abaorb many 
r (Jleaaed workers . · 
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Conversion to war work d~vclo?"d n n~w major customer for business. Ro-
oonvvrsion requires n return to tho old customer. Civilions--omployors nnd -~ 
omployooa olike--must toke up whore tho &ovurnmunt's purchasing drops. ~ 

"o must bo prepared for the d~y when thu government, os t~o purchaser of 
n record volume of munitions and militury supplies, loaves the rn.~rket. Wo must 
build up during the transition puriod o sufficient demand fer civilian production 
to fill tho gnp. 

Th~ t is tho r~convorsion toak os I seo it. It is discussed in eomo dotoil 
in subsequent sootions of this report. It will be discussed ot grcnter detail 
in futuro reports . It is o big t usk but not one boyond our copocity. 

In tho moontimo, our i mmodioto t~sk is to meet war r equi romcnta . 

) 

I 
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BEFORE AND AFTER 11NO STRIKE PLEDGE .. 
Percentage of t ime lost due to strikes declined immediately offer Peorl Horbor. 
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WAR AND THE CIVILIAN ECONOMY 
Consumption today is above levels of 1929 and 1940. 
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0. By setting prico coilingb, oatublishing ~ugo controls, lnoroeing tux 
too, broudoning tho tux baso, l1miti~g corpor~tion profits , ~>d onoour~ging 

auvings, tho govornmont' i~s boon ablo to repel tho influtio~ry foroos re­
sulting from t ho inorouso in •o~ar oxpondituros frcn ;s2, 800,000,000 in 1940 to 
$91, 000, 000, 000 in 19~4. 

Tlu.t inorouau in tho ~tion'a >~~<r output luld tho offoct of doubling tho 
incomes of individuula--frac ~76 ,000,000 ,000 to ~165,000,000,000. Yot tho 
output of gooas und sorvicos for tho consumer r"'''"inod substunti~<lly uncbungcd. 
Thus for uvo ry ~2 of inco:no .thoru 111.18 little moro thun :;1 of production. Thut 
shift i n thu aupply-domt.nd bulunoo in tho oooncr.ty might \loll h~vo oxplodod tho 
price structure . Th~<t it did not do so is duo to tho orfcctivo progrum of 
economic stt.bilitt.tion Vlhioh hus boon hummurod out in succe·ssi vo ato.coa by 
Congre ssional, Executive, t.nd ~<dminiatrativo ~ction. 

Tho benchmark of tho stt.bilit ution progrwl 1a tho l~st tt ... r. Fro~:~ July 
1914 to tho ,.miatico in Jlov-.ubur 1918 (52 months} living cosh rose 62 purccnt . 
Over u l onger poriod in 't his '"'r• fral:t August 1939 to Doconbor 1944 (64 months) 
tho incrouso huo buon oniy 28 poroont , 
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Tho st~bilizt.tion !'rogrum began buck in Fubruo..r; 1941, 11hon coiling prices 
wore pl~ccd on oooond-ht.nd machine tools , This ~~ oven bororo tho Office or 
Price Adminiatrt.tion "nd Civilit.n Supply m..s sot up (in .. pr il 1941) . In 
Jt.n~ry 1942, Congruas po..s~od tho Emergency Pr~co Control act, onding tho period 
of •voluntury coopor .. tion" in prices. Thut act provided gcner~l uuthoritJ to 
fix mt.ximum prioua. ifith u vimt to inoroasin~; fum incooo r olutivo to othor acomos, Congress specified thut in tho cnso of furm products coiling prices 

at bo considorubly ubovq thoso thon provniling. 

In UJ.Y 1942, tho Genurul ... ximum Prioo Rogulution pluced a lid upon the 
prices of th~ vt.at ~jorit] of nonfur~:~ ~roducts . In tho SbAO month, rent 
ceilings ~ru first oatublishod--in 20 major urbun arcus . On October 2, 1942, 
Congress crot.tcd tho Office of Economic Stubilitution. Fivo monthe lutor, 
point rationing of procossod foods stnrtod . t .• month lutor, in April 1943, tho 
Pr<J sidont issuvd his "hold thv lino" order. 

• Subsoquont ostnbiislunont or dollurs und conts price ceilings und cn­
l urgomont of thu uao of subsidies oomplotod tho mujor atups in tho dovolopmcnt 
of price control polici~ a . Thcau aucc~asivo "ctions atoudily u1provod control 
ovur the pr ice atruotur ... ;.. By li~J 1943, li vi>Jg coats lu.d r ison 27 percent; 
thoy hb~ gono up only ~bout l puroont sinco. 

Wugo Will prico ~ontrols \luro oomptmior. piooos. It wus neooae ... ry to keep 
pr ices stuady sO th ... t >~orkors would not dornund boosts in \:ugo rutua llhioh in 
turn woul d force vroduotion costa und .pricoa up, thus bringing unothor round of 
domc.nds for vtt.gv boosta. Fi rat, tho Nution~l Dcf vnoo llodiution Baurd, t han tho 
llutionul i/c..r ~bor Bourd (Jt.nua.ry 1942) >~oro oat~bliahud to s .. ttlo lubor-mc.nugo­
l!lont disputes . 

In July lU42, in tho "Littlo .Stool" decision, tho ~ .. r ~bor'Bourd unnoun­
ood 1 ts intuntion of holding gonorul \lugo i:lcrot.aoa to 15 porcont ubova tho 

(
''{leary 1941 l ovol, oxcopt in cuaoa invol ving aubatt.ndurd condi tiona or in­
)wlitioa. And in tho Stabilitution Aot of· October 1942, Congruas granted t ho 

Prosidunt ~uthority t o control wt.goa ovon \thon cri\ployor Wid omployooa ugr ... o upon 
inon.ueos . 
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17&.r;o et&.bllic&.tion uould not h&.V<. b.~n pouibl <> \.-ithout thu coop<.r •. tion of Q 
lo.bor &.nd mt..ru.gocwnt througll the l.t.r L:.bor BO&.rd . l.lth n f<m not&.blo c.xcopticne 
both lo.bor 1..nd !!111J11..gomont h&.vo &.coopted thu dooiaions of the l.<.r kobor Bo&.rd. 
Tl\o muchinor;r f or poucoful o.dJustmont of diaput us provided b:; tho l:o. r Lo.bor 
Bourd ,.,.,. <.nd is nocono t.ry to onublo lo.bor und m&.nt.gomont ·to. curry out t'-oir no- · 
strike, no-lockout pl odgv. • Govo rnmunt soizuro und oporution to ~ovoid intor­
f or onco with the w~.r offort hue boon nocoss&.ry in only o. f.cw cuaoa whore on­
ployors or Ylorkcra f:.ilod to livo up to thoir >11.rtimo responsibilitioa . 

In sauo ct.sos, soi zuro is not the bust wo.y of enforcing t ho docieicna of 
tho l11.r Lo.bor Bot..rd . It illlposoe on tho govun11:1unt onoroua r usponsibilitioe of • 
r unning privuto busino••· I roeocuond th&.t tho Congress should provide in 
t..ddi t ion to scit:uro other no&.ns of onforccnont. Tho l.t. r L..bor Bot..rd should 
tu.vo tho r ight , uhonovor it considers it nocoas .. ry , in the public int.,roat, 
to mukc its decisions mkndutory und log1.lly onforoonblo in tho courts. without 
reaort to seizure. 

During tho 22 montha butl10on Je:n. 1941 , &.nd Ootobor }942, uhon tho 1/1.r Lo.bor 
Boo.r d ""'·" givoc comploto control of ut.:;o rt.tus , bt..oio llt.ga r t.tos in rnunufuctur ing 
wont uo slightly moru tht.n 15 porcont . Durinc .tho noxt 22 months, t.nothor 4 
porcont "'-" uddod, brin&in& tho tot<..l to 19 . 5 po rount , In .. ddition, t.S o. r esult 
of incontivu pt.ymcnts ; c orit rt..isus to individu1.l uorkcrs, c.nd job upgr<.ding, 
hourly ot.rnin~s '-dVI.ncud t.notho r 10 porcont, . or u tot..1 of 30 porcunt; thh 
more tht..n offsot .tho riso i .n tho cost of living. (na " result of lonr;ur hours, 
ovortillk) prcmiu.. P'-Y• t.nd shifts from law.,r•Jl"Y to highor-pt.y industries , woukly 
ot.rninga huvo rison by r.~uoh more - -by some 75 poroont . ) · 

Corpor&.to profits >~oro rost~inod through pricu ceilings, r onogotiution, ·, Q 
profits t•.xos • .hlthouuh profits r osp from ;.15 , 800, 000 , 000 in 1940 to ~8,800, -
000, 000 in 1944, production rose ovon mer<- . Tho r t.tio of profits to t ho v<.luc 
of non-ugriculturt..l privt.to output t.ctuo.lly dropped froo 7.3 porcont in 1940 to 
5, 7 porcont in 1944, 

Rono~;oti<..tion ju.a lir.~itud profits in tuo '"'Y" 
1: Through .ra!Unda, Ronogotil.. tiona boct.n during the' fiao<.l 
yct.rs 1942 t..nd 1943 ..nd h..vo brought in ~4, 355, 268 , 000 to dt..to , 
(Thcsu figure s do not rofloct tux orodits ul lowt.blu t..g1.inst tho 
r efunds . ) • 

2 . Through price r oduction.a , Stc.tutory ruoucotit.tion t.nd other 
proouroJI'\cnt .. otivi1;ill a h<.vo ruaultod in outs on uxisting contr~oota 
of ,;3, 887, 597,000 i n o.ddition to lOTt~r pr ic"a aocur od on r oo rdura. 

The Rcnugotit.tion AOt, t.S <nundcd, uill tormint.to on· Juno 30, 1945, und it 
il my roc~~cd-tion th..t it bo extended o.t luuat to Docoobcr 31, 1945, with 
outhoritJ in tho ?ruaid~nt to oxtond it for unoth~r six months . 

Tho otor;r of ha>t inflhtion wns chockod· -duapito th:; sl11..rp rho in ull typos 
or if~OOinOI l-tl.(l08 &.nd aulurios , ft.rm inoono, incor.>u of othe r uninoorporutod 
buai~uaa~s , ,corporu~o profito, inturost t.nd r onts--ot.n bo told st~otistiot.lly. 
Thu ~79 ,000,000, 000· inorot.s u in individuul inoomo r ocuipts from 1941 to 1944 
.,., liph,n<~d off '" follows: Q 

:016, 700, 000, 000 in to.xua, which rosu t rw ;,3, 300, 000, 000 to &.n uatimt..ted 
t zo,ooo,ooo,ooo; 
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0 ;,15, 500, 000, 000 in \lo.r bond purch&.sus , llh!Oh roao fron $500, 000, 000 to 
•16,000,000,000; 

:.115, 500, 000, 000 in other s .. viugs, which r oso from i;7,300,000, 000 to 
~22, 800,000,000 . 
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Thus or individuul inconu• or l;l55, 300, 000, 000 in l !l44, only 896,500, 000, 000 
w&.a apont . 

PROSP2CT1VE DEVELOI\iENTS 

Tho b .. ttlo for oconOIJiic st..bilizotion r.ill not ond uitb victor ;, in Europo , 
po rlu.pa not vvon " ith viotol"J in tho !'l.cif ic. Tho l .. st. ""r provides " llt..rning. 
For '- f o\1 months prices lt.!;COd--us workers •ru r u l1-id off by nunitiona· plt.nts, 
&.s aoldiors wuro doroobilizod, &.nd t.s covorn~o~ont ordurs d r opped bff. Dut in­
vontorios lu.d lwcn doplotud . Businesses wuro building up stocks . J\t tho swno 
timo f or eign dur.u..nd--ospooit..ll:f for U. S. Foodsturts--wt..s brisk. 

Tholl in ll'-rch 1:119, price s "gt..in st .. rtod upwt..rd. In tho sprin& of 1920, 
living costs uor <.. 28 pc rcont W)d wholosul o prioos 1.luost 25 porcon t ubovo thei r 
infl .. t cd l evel &.t tho w&.r's ond . Those high pricus choked off const ruction 
&.ctivity, which h&.d begun to riso . At the s~o tioo foreign buyers tun:od to 
l oaa high- priced sourcoa of supply, &.nd oonoumor s r ebelled t.t tbo intl«tcd 
l i vinc costs. Roaultr tho invent or ;, boom ondud t.bruptly. 

By tho middle of 1921 whol cst.l o pr ices ht.d ft.llon ~5 porcunt o.nd funn 
()prices 53 purcont . Botwoon 1919 wtd 1921, fuotory pt.yrolls dropped 44 percent ; 

ft0\1 i ncome of ft.nnora 61 porocnt; und profits or t.ll corport.tions from 
$6, 500, 000,000 in 1Ul9 to u doficit of ~55,000,000 i n.l 921. It v~e ono of the 
sbl.rpost economic col lupeos in history , 

Ag~oin this timo thur o will bo powar ful intl t.tionory und dofl&.tiont.ry for ces 
~t work. Firs~ &.s to dofl~tion . 

Lot ua .. ssw:~o tlu.t tho wr.r in Europo vnda before the •~r with Jupr.n . r.bon 
V-E O..y comas , munitions r oquir omonts of thu urmod force s uill doolino, Thut 
will &.utomt.ticr.ll y r usult in reduced wur pr oduction &.nd r educed puyrolla . Some 
t ompor ury unomploJ'Illont Ifill bo un .. voidubl o . Howuvor this will rolo~oso munpowor 
und mr.toriuls for r oconvorsion. At tho "'"'" timo continui ng " " r orders for tho 
.l'ight r.guinst Jupun 11ill muko tho tr&.nsition from ... 11- out "~r to ... u - out pouch 
11r "duul--r. tHo- stt.go proco u . Tho lctdmm \lill not como nll •·t onoo , t.s it did 
1.fta r th" l"st wt.r . 

lihon tho •~r ends on both fronts , tho full force of dcfl~otion will bo f ult. 
Government oxpondituroe, which toru..y W>ount to 1.bout $100, 000, 000, 000 u yot.r, 
will docl ino to por hl.t s ono- fourth tlu.t .. ~ount . Tho r~sulting doclinoa in og­
ploytuont &.nd puyrolla , t.O w~r ordor.s &.r o et.ncolod , could lu:.vo fr.r-r ..... ohinc; 
offoct . Consumurs , f o r ox~Jplu , might hosit .. to to usu t heir sr.vings to buy 
goods 11' r. doprouion &.nd pr olont;od unurnploymont soot\od likoly. 

Hours worked po r wook Ttil l ... lso dool1Jtu 0 Though this will bl.vo tho orroct 

Oor sprouding tho work, i t will &.lao dofll..tv tho o&. rnings of 11orkors--purtioul~orly 
sinou they will lose purt if not t.l l of pr emium ovorticc P'-:1• Thoan oonaoqucncos 
n r o boint; cu r ofully atudiod b:f tho· \fur 1<t.bor Bo..rd. Tlw possibility or r oduced 
e&.rnings loill Ju.yo " diroot bot.ring on tho r ult.tionship or workers income Uld 
thoi r living coats. 
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It 1a ooscnti~l tlu.t \7G f<-cilit...to r oconv.-raion <-S r~pidly <.a poesiblo so tht.t 
peuc .. timo industriua ct.n novo !.nto tho b r ot.ch . 11t thu 3t.lDO two ><e must ht.vd 
r ot.dy plt..ll$" for Fodor..l , st..to , und Loct.l public \lorka projects- -for hit;IM.ya , Q 
achoola, l~d rcol~tion, etc. - -which ct.n bo promptly dov.tailed iAto . tba 
o:nploymont r oquiro>tonta c f tho post V- E D<.:r und poatm.r ocona>y. 

llow, us t o influtiont.ry prossuroa. 
' . . 

During tho four yo~ra 1941 through 1944 , conaumvrs bt.vo ucoumu~utu~ u :oco;d 
volumll of s;.vint;s--~90,000,000 ,000 . SO.me {145,000, 000, 000 oi' ..-ur banda ht.vo 
boon bought . ·nnotho r G45,000, 000 , 000 ht.a bvun atorlld up in bwnk d~posita t.nd 
in cur rency. And tht.t v90, 000, 000, 000 is aupuriaroa~d on pre-Pot.rl ~rb~r 
cuah t.aaots of :';50, 000, 000,000. In pert, thoac holding• will r OtAuin " finunciul 
no a t - og;; , but in pt.rt t:u.y r aj)r osont potonti<-1 d~l!.:.nd for t>t.'W housoa, t.utmobiloe •. 
r nfrigorutors , furniture t.nd other cons~llr ~coda--both durublo und nondu~ublo . 
But whe ther thoy t.rp ua\ld dup..;nds on wh .thc r thoro \fill b v jobs. 

A•lso, invcntorii>S or conSWll!!r goodo will bo low--us t.ftor tho lt.ot wt..r. 
r/holust.:1 urs ·Wld •rott.ilors t.liko uill try to build up stocks. This could forco 
up priooo, f o r whi.ch "" nust bo pr op"r od. It is na.t too ot.rly , in my opinion, .. 
for tho Cont;r oss to cono'l.do r -.:rxtcnding until .Juno 30, 1946, t he Stubilizt.tian 
1\ct. 

ThG problem ~"· tho trwnsi~ian por~od 1• to bold to~ middle course--to st~p 
1. runt.\ft..y afurl:o t in tflo price-s of goods which ""'Y bo in hlt;h doru..nd us t. r esult 
or p.mt-up , Ullti1lod .• , .. )"111.-:~o ' roquir...:wuta, yut \lithout checking tho force~ 
\larking tou,..rid.<ixp..neion . At t ho s w.>c timo dcflt.tion...r ;,: !'orcoa , a.o u r oault of 
tho drop in munitions producti·on, must bo combt.t t od . Tovm-d- ,thie eali, ,tho Cong,-e••o· 
ht.a t.l r c ud:; provided in t ho "C. I. Bill" for tho r.lt..int~nt..nou of minimwn levels 
of ine01aa •of- ~20 to ~2~ .p.lr wuolC f or domobilitod soldiurs . ·. ·. . ~ . . . .• . ' . 

I Nnow ey r cc oorJac•nd<•tion tht.t tho Cont;ross libvr t.lize unomploymont 
bonllfi'ta for ·civil i .. .n \lO r!: .rs. ' Suo!! l ugial14t1on would p\lrfom tho · doub1 o d1,1ty . , 
or t..lloviLting d~struso woang low~r-incomo v o rkora who bo cooe unomplo~od und of 
muint .. inina;" l evel of conau.>•>r oxpondituro nocueat.ry to fucilitt.to u opoody 
trt.na1tion to hl.:h- l c.vul output ' of.pcLcotico &ooda . 

' 
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Even though the manpower mobilization problem is not eo large as in 1942 
Md 1943, when virtually all muni tiona progrome were expanding and needed 
workers , neverthelose, the tn8k of pro~iding manpower still required for the 
armed eervicoa and for aome war induetriee ie more acute nnd more difficult 

120 

than ever, There 1& no lorigor read)' manrowor to be drawn ~n . In 1942 and 1943, 
large numbora were being reloaiod tram cirll1Pn production, ~hue becomi.ng avail­
able for war work. Also t~ere wna a ·pool ot unemnloyed, 

• • • 0 

Today the need for la~or in war industriee ie t ied in directly with battle­
field requirements, Progrnme calling for additional -production and ~ower in­
clude ammunition, mn.chine €oole , Urea, t e;r:tllea, dry-eel'. batteries, ship rt'-­
::>air and maintenance, fiolcl und aaeault wire, and apecinl t)'Tiea of cocbat air-
nlanes. · · · · · · - · · 

MOBILIZAriON ACHIEVEMENT, 

A remarkable job in mobilization hao been accomplished. From 1940 through 
1944 we have added about 18, 100, 000 workers to the war effort, ns follows: 

1, Tlie armed forces were increased from 700,~ to 11, 900 ,000, 

2. !Cplo)'Cent in the munitions induatriee increased from 4, 500,000 to 
10,300, 000, in Novenber 1~43, and then receddd to ~ .200,000--a net increase 
of 4 , 700,000 to date. 

' 
, 3, We hAve added to Fudoral war ~enoios, primarily to the War Department 

and the tlavy Denartment civiliAn forces , 1,500 ,000 workers, 

4, We have ndded to the transnortation aystec and nublic utilit ies about 
700, 000 workere, 

Where hnve these noonle como fromT 

First, at the beginning of the country's dufonse progrAm there were 
7,000, 000 unemrloyed, 

Sece~d, we drew upon the undere~loye4--thoao working below their normal 
ekills or pArt tice. · 

Third, women left their homee for war jobe, etudentF noetnoned their 
edncat ion and training, oldorworkere deferred retir ement .- In all, there was 
on increaee of about 10, 000,000 1n the l abor toroe , of wbich ?,000 ,000 wee 
"abnoraal growth, " 

• 0 
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LABOR Ill 'l'D WAR 

October Oct ober ChanSe Q 
194Q 1944 

Milli~ns Millions Hilliona 

Totr~ ll\bor for ce, including an:!ed tor cot 
)(ale • • • .- • • • • • • • • • , •. 
J'oml'\le • • • •. • • • •"' • • • 

Armed rorcea. • • • • • • • • .. • • • • • 
llllle , , . • • • • , • • • , • , • • .. . .. ,· 
Fem.1J.e • • • • • , , • ,. , , • · • • · 

01 v1111'n labor force. , . • , , • • • • , • 
Malo , • • • • , • • , •• , • • • 
J'oWe • • • • • 

UnemploY=Ont . • • • • • • 
i:mplo;yment. • • • -. • • • • • • • 

A61'1oul turn.l • • • • • • • • 
NonBer1 cul tur.'\l , • • • .. • · , • • • • 

Manufacturing • , • .• •• 
1

• 
'Hot!Lla Md chemicals • 

. ' . 
. Other m.-mufActuring, 

All other • • • . • • . • 

Avoraco 468 o! •Civ;iliM labor force 

... 

:,vcraeo weekly hours worked in I!IIJJiu!o.cturint; •• 
Aver age woeld;y earnings in IIWlut'ncturin&. • • 

1 . 
New o!tGn cnlled munitions ~nduatriea . 

SOURCES OJ LABOR SUPPLY. 

·5'\. 5 
41. ;5 
13. 2 

. ? 
, ? 

0 
53, 8 
40, 6 
13. 2 

6 . 5 
4?. 3 

. 9,6 
37. 7 
11. 5 

4. 5 
?.0 
26 .~ 

Teare 
37·0 

64.8 
46:0 
18:8 
11, 9 
11. 6 

. 3 
52. 9 
34. 4 
18.5 

, 6 
52, 3 
8.8 

43, 5 
16.2 

9. 2 
?.0 

2?.3 
Yeo.rs 

40. 2 
45. 6 

$46. 98 

~ 10. 3 
4.? 

~ 5. 6 
11. 2 

~ 10.9 
. 3 
. 9 

- 6.2 

"' 
5 . 3 

- 5. 9 

"' 
5.0 - . . 8 

f.. 5.8 

~ 4.? 
4.? 
0 

J 1.1 
YeAra 

~ w 6. 2 

"' $2o.78( ) 

Tode.Y the picture 1a quite dit'fer ent !rom 1940, Some 300,000 workers ·1\re 

noedod fully to onn war ~lMta , but there i a no longer AD uneanlo;yed eroup nvail­
eble for recruiting T'Ury>oaca. Our co.in sot.rcce or lnbor ror critical pr ogror. a 

must be l 

1 . Now worlcora juat entering the ctvili~.n lnbor mrlcet . In view or' ·· 

Selective Servico requireoenta , these nre l~gel;y wor.en. The entry of wooen 
into tho lAbor force, th~ atill above nortll\1 , ho.a 6lowed down. · In' the ~nat 

;year the incroaao Wl\8 700, 000, O"'!'roxir'.atol;y on&-third of the inorlll\so in 1943. 

a. Workera in r elo.tivc1y leea easenti~ oecu'!'etiona who muat ~e induced 

to trans!•~ to war ~duatrica, 

3, Worlcora leaving cun1tione induatriea, In the lR&t tear aome 1,100 ,000 

work era were relansed !ron or quit wnr nlcn t e . About hAl-f of theae joined the 
armed !oreea. Soce retired !rom t he 1'\bor !oroc.-for ext'..C!'le , houaowivea who 

!f8n t back to the hone. And aol'le too~ nonwar job a. !!'he vr.i t ren who beei\Jle a 
welder and l oeea her wnr job Dn1 r eturn to reataurant work. 

War r>roduotion bee becot>e leu nttraotivo thnn it wtle 1\ lOnr or two 1180· Q 
The ei\J'Uinga differential on war joba relntivo to nonwar joba hna been reduced 

u over t1:11 bna bocone genorel . Living conditions i n var eent era 1\rri trying. 
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Alao, concern over neraonAl job eecuritf hae nerbans created an urge to find 
emnlofment in neacetime ~tries. 

CRlTICAL NEEDS NOW. 

SeverQl hundred thouaond workers ~ould fulfill the requirements of critical 
wnr production. But boo~uso the war econo~ haa ttatured, bocnuae tho labor 
aunnly ia tight nnd rdlntively inflexible, moving enough workers to the right 
plants at the right tioa t okes intensive effort on the nart of all agencies • . 

The Office of Var Mobilizat ion and Reconversion hes recently requested 
the Dir~ctor of Selective Sorvico to tigt.ten Selective Service 5fatom claaaifi­
cations. 'l'ho Dit'Octor cf Selective Se!"lice l'.as reported that the nov rogula­
t1ona have alre-.c!y ar.c~cO<'.r-1 ftt holdin& workers in critical war nlnnte. 'l'he 
War Production Board hcs cus~ended the "spot authorization• plan for civilian 
production in ti(;ht labor 11rea.s , The War Product ion Bonrd has also limited 
the prouuction of civilinn goods to the lovol reached in the fourth quarter of 
~«. . 

The ~ar HP~nower Coccisaion has been 11eked to tighten uan~owor ceilings, 
rerticularly in the leaa-eaaer.tial industries , nnd the ~or P~uuction Board 
hce been authorized to deny ~rioritf and allocation ~rivilegEa to nlants which 
fall to cocnly with WMC rogulntions, Rnco tracks hnve been aaked t o cloao to 
reduc<> the drain on atlllpover, trensl'ortation, Md other @ervicee, llotwith­
atandii\g the finMcial 1088 involved, tho f •wo rr.ble rcsnonsc of owners of race 
tracks and race horaea hns been virtually unnnicous , 

However, even thooo measures nay not bG sufficient, It may bo necessary 
to request the Conr,reee for logielation deaignu~ to strengthen tho authority 
of the War lltmnower Cot:ll:liesion. 

Further, vo cuot onticinate the noeaibility of increased calls under the 
Selective Service ~ • ten. We ~st recotnize the necessity of rPconsi dering 
the standards governinG t he L.efcrcont of agricultural ..orkera, since thia c-roup 
renr~aents th£ lnrgea t r~.ininG source of >~une men for military service. 

The Office of War Mobilization nnd Reconversion , together with nll Govern­
ment ~~n~i~s concorno~. rccocnizeo that its f i rst p~oblom is to meet the de­
mands of mtJl)'<'WOr tor nll· ·OUt wo.r . H~wever, it is not overlooking the manrower 
and emnloyoent Y•r~bler~s which will certninly devoloT> with the ond of the war. 

PROSPECT IVll D!!VEII.l:Piml'l'S • . 
The ~xr~cter •nd cocnosition of the Ar~riCQn labor force and of our labor 

t:arltet 1:>~'\ve undorgone n drMtic trpJlstorootion, Manufacturing industries now 
absorb one-third of the civilian labor force , aa c~ared vith one-fourth in 
1940. The avernj!e ncte of workers h&a incr848e<l froo 37 in 19.:0 to c.bout 40 
years in 1944. The proportion of women workers in the civilian labor force 
hna {!One up fron 25 percent 4 years ae,o to 35 neroent . 

Further, the wnrtime labor force ia concentrated gcogranhically. Though 
efforts vere made to move industry to tho workors , the necessity of speed i n 
war production l!!Ade it impoaaible to avo i d a aubatnntial concentration in 
arena where a nuoleut of akillod labor, mc.nneerial kno~how , and facilities 
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were available. Thus , the aircraft and eh1pbu1lding regions on both coasts and<:) 
the 1nduatrinl aroae in the Great Lakes region have expanded ereatly, drawing 
population away froc agricultural areae and States (ma~ , Oivil1nna on the 
March) . Even within Sta~ea , thero haa been a oovenent from amnll areas to 
manufacturing conters. 

However, tho growth of the labor force 1taelf C<)nstitutes the 1!11\in post-
war problem. Peak elC!llO)'lllent prior to the wnr was reached in 1929, when an 
aggregate of aJl':'lroxiltately 4?,000 ,000 persons were at work, ~ing the de­
preesi~n , emplQyment ehrnnk to 38,000 ,000 in 1932, then recovered to 45;000,000 
by 1939, Sinoe then , both t ot al emnloynent nnd the nvernge numbor of hours 
worked have inorcaeod ~;rently , Our working force , 1nclud1n~: those in the armed 
forces , ·ta now orproximntoly 65,000,000 persona--an increase of n~arly 20, 000, 000 
over 1939. Thia expr.na1on 1>0808 the basic nost-war probl ·o, 

Some of tho additionnl workers will be absorbed throuab a return to pre-war 
working hours . 

Some will retire, 

Some will return to school. 

Some will remain in the ar:oed forces. 

However , m.-.ny will be out of work unleaa we succeed in building up a volume 
of )'roductiO!) o.nd distribution fp.r 'beyond nnything heretofore realized. That ) 
18 the fundn.:nental econooic problem of tho poet-war noriod to which our thinkin 
uuet be directed, It is a nroblem whicl> this Office will d iecusa at greater 
length in aubaequent r~orts , 

• 
0 
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CIVILIANS ON THE MARCH 
Workers in search of war jobs gravitate toward coastal aircraft and shipbuilding centers. Out­
migration heaviest from agricultural states. 

-T10N 1>S '4 OF Pllf'\JU.TION 
SINCE 1940 
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AGRICULTURE 124 
The Nation's achievement in agriculture can be summarbecl thuat In 1944, 

almost one- quarter of the country's fam output wot direct!,: to ,.,ur amed 
forces and allies, yet total food &vailable to civil18llll slidhtly exceeded the 
1935-39 average , &lld oo a per capita basis waa up 7 perceot above tb&t level. 

Cleuly, the Americ&ll st&lldard of eating-qu&lltitatively"'<lid not suffer. 
This was bec&use total fam output, which ey 1940 bad ris en 011'~11 above 
1935-39 average , increased by 21 per cent more between 1940 B.llt 19.4/.. Total ~· 
food supplies increased 23 porcent . · · 

Here are some specific exemplea ot .. big pins over 1940; enrt , up 46 percent; 
wheat, 33 percent; peanuts, 24 percent; corn, 31 percent; beef ru,d veal, 32 
percent; pork, 28 percent, In each of these items except pork, w.tth its unpre­
cedented 1943 volume of almost 13,400, 000, 000 pounds , 1944 set all-time records , 

Unlike the increase in the production of munitions , this incre$Se wall not 
· attained throu~ e vast inpourir.g of additional resources. The t otL 1 fum popu­

lation dropped 16 percent (chart, "Civilians on the llarch," p , OO) . l' am empl oy-
111ent fell 5 percent between 1940 and 1944, and the decline would have been much 
greater had not many farm workers been granted occupational deferment~ from 
m.ilitary service, and had not 111&ny farm women and youths, normally not in the 
wor king force, steppod into the breach, 

Acreage devoted to crops went up only 5 percent, and even this was mainly 
at the expense of rotation pasturage and suzmer fallow, rather than through the 
breaking of new ground, But the use of commercial fertilizer increased 45 
parcent over 1940, Moreover, the setting of voluntary production goals,farm by 
rarm, stimulated each farmer t o maxi111U111 effort . And prices, directly supported 
""y the Government , advanced sufficiently to provide incen-tives for intensified 
operation • . 

MF.ETING VIARTUIE GOAIS 

rtech&nization also increased, Immediately after Pearl Harbor, production 
of farm machinery was curtailed sharply as munitions production made oAacting 
demands upon our steel capacity. Femora , aiming at high production o;~cla in 
1942 end 191.3, wished to purch&Se added 111acbinery and equipoent to of':sot the 
drop in t he labor force. Many were unable to do so. However , in 191.3-44 
allotments of materials to farm equipment increased, end output in 1944 ex­
ceeded the record year of 1941. 

To keep farm machines operating, production of spare perts was boosted 
year after year. As a consequence , thou~ the demand for farm machinery is 
still great , farms generally have become increasingly mechanized, Thoro are 
29 percent more mechanical corn piokero on farms 'today than in December, 1941; 
23 percent more combine harv~stera; 49 percent more milking machines, Thoro 
is still a serious shorta~ of farm trucks ond far~~~ors need more of some other 
types of farm equipment than is yot available , 

As another factor, a decade of soil conservation had built up plant energy 
within the soil end honea contributed t o ler~r yields , Improved variotiea of 
seed- notably hybrid com- also increased production. And there was good weather 
throu~out most of 1944. It all added up t o a bigb level of production por 
worlcor-28 percent better than in 1940, &nd 45 percent above tho 1935-39 average, 
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Losialation played its part , To stimulate farm production, Congress pro­
vi4od price supports for specific #Lulloe.•o.f• agricultural products. Prices 
re~:oivod b:y fanJ!Ors rose b:y 82 pere1!nt': fl'tlll• l9.35-.39, and were u.· percent above Q 
parity in 1944, Realized net incOillo· (.>!o ·.ftmt~ operators '11'11nt up 1?0 percent frao 
&4, 600,000, 000 in 1940 to about ·&12, 400, ooo,ooo in 1944. Some of tlds increeae 
wos duo to tho higber vollme of production, and some to the advance in fan~ 
prices ea compared with fann costa. , frices paid, end coat rates other than wages 
t o hired worlccrs, inc;reasod 1ess than holt as much as the pri ces received for 
farm products, Form wages , howover ., increased 150 percent t!'OIII 1940 to 1944. 
Not only did support prices help raise farm income, but , !!lOre j.mPQrtent , tboy 
ho1pod direct ngricultural energy into pr<lducts most urgently noodod, whothor 
crops or ~ivoetock, Thus output of pork, milk , eggs , canning crops , corn, wheat , 
eoyboOl)s , ond peonu~s ,rose sharply, whilo tho '.ou~put of cotton dropped (chart, 

. . "flart:Lno Peaks in Agrtculture11 ) , In a eonso, agri culture was put on an 
i~contivo-poy basi s; a~d suppo~ ~rices woro to f armers whet spocific ' munitions 
contracts woro to industry and higher wogo rates t o labor, 

. Tho object w~s , bighly practical-to ,provido an.edoouoto supply or food for · 
tho ormod aoryicGI! , tho civilian population, tand our allies, and to maintain 
roso.rve stocks to guard against a bod crop :year or shipping ox1goncioa, Thus 
at,ocka hllve boon storod hero, in tho United Kingdocr, end in the European 
theater , These stocks nrc still noodod. If weathei' should bo below avorogo in 
1945, shortages migbt develop, Tlhen .tho war onds, however, th08o stocks may 
bocomo surplus to the extent thnt thoy aro not absorbed by foroign markets or 
~~ roliof and rchab~litation requiroments , 

PROSPECTIVE DEVEIJlPI!FIITS 

, . ' Tho Ccngrc~s apparently foresaw this and provided ·for the' continuance of ( ) 
·SUpport prices for 2 years after tho first day of Jnnuory.f ollowing tho tormina­
tien of tho rmr , This guards againot an immediate collapse of prices j;f mili­
tary end lond- lcnso food procurement should drop off sharply. At tho soma tirno 
it assures o high level of production ainco it relieves t-ho faiine!-.a of "tlio 
approhension that crops nh1ch hod boon planted in nnticipst1on of o given price 
might hav:o .to bo sold in nn unsupported morkot , Although we may ent "Dr tho 
postwar period with farm ~roduct deficits, the continuance of support ~rices 
otter tho l1nr may .impel f D.r':l!crs t o raise somo products obove tho thon current 
consumption r equirements . 

. During ond after. tho U.st 1Tnr- from 1914 to 1~0-farm land "prices roso 65 
porcont , Those uoro t he days of 0400 por aero fo'r farm land in low. Farm 
mortgngo indebtedness in the United ~totes rose from loss thon 65,000,000, 000 
in 1914 t o t;s ,soo,ooo,ooo in 1920 ond to (.lo, soo, ooo, ooo in 1923. 

,So for during this war, farm land values hrvc gone up 1.3 percent , But 
mor tgage indobtodness has declined from v6,600,ooo, ooo in Jonunr:y 1940 to loss 
t han G5,4001000, 000- the lowest lovol sinco 1916, · 

Tho .inference is thot f arm land prJ.cos , though they Jrnvo gone up , hovo not 
rison bocouso of an overfree use of credit , Howavor, the spoculotivo situation 
bears '!fatoldng. During 1944, tho number of farm mortgages incrossod, It 
appoars that established onnore of land aro reducing their indobtOdnoss, but 
that a now group of farm ovmors is buying on crodit>• 

Tho capacity of the agricultu.ral plant will pro~ont o fundamental post'lfar Q 
problolll , Improved practices, incronaod moch®ization, and more intensive use ot 
tortJ.lizor have b008t ed output per tamer and per ocro t o record high levels , 

• 
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· l ?S ·Thoro! oro , in the postw:u- period the sMto number of !armors could cosily tum ~ 
out more t han the P.ret7or volume of orope and livestock product a. 

In spito of this , !nrm workors dra\m into munitions plant s will return 
to tho farms unless tho lovol of industrial production is such as to hold thom 
in other undertoldngs . llany soldiers drnmt !rCllll farms trl.ll return , Supplies 
of some products lrlll be ovoiloblo ogoin frCllll oar - torn orcos, Hen eo , important 
r oodjustmcnts in a griculture s oom nocossnry if no ore to mointntn o high frrm 
standard of living. flo11 important ond how sorioua t hese r oedju3tmonts oro t1ill 
dopond on t ho level of industrial prosperity in thil country nnJ on tho oxtent 
to uhich form products cnn bo mroortod. 

In tho moantirno , tho took fnoing .\moricnn formers in 1945 lo t o mako 
history ropoot itself by onco again !'reducing tho high volume of foodstuffs 
o.nd other products needod to rood ond equip tho fighting n.nd \lot•king populations 
of tho United St ates and her ollios , 

lURTrui: AGRICULTUJU:: 1940-1944 

Percent Chango 
194e- .44 

Total output __ _ _ _ ______________ _ 
Foods output ___ _______ _ __ _ ____ _ _ 
Acrcogo in crops_ _ _ _ _ _ _ _ _ _ _ _ _ _ _ __ _ 
Farm population _ _______ _ _____ ___ _ 
Form employment __ _____ :... _________ _ 
Usc of oommorciol fertilizer _______ _ _ __ _ 
Trnctora on forma _ _ _ ____________ _ _ 
Crop yield por nero _____________ _ _ _ 
Output por r1orkcr ___ ____________ _ _ 
Not r oolizod income, form opcrntors __ _ _ ___ _ 
11ogo r ntes ___ _____ _ __ ____ ____ _ 

~ 21 
~ 2) 
~ 5 
J. :t6 

5 .. 41 
+ 2 !l 
+ 10 
+ 28 
+ 170 
+ 150 

llortgogo dobt _______ ___ ___ _ __ _ _ _ 
Land prices ______ _ _ _____ _ _ ____ _ 

14 
+ 36 
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WARTIME PEAKS IN AGRICULTURE 
Output of wheat, pork,beef,peonuts,eggs set new highs in 1944. Cotton, 
chickens ore exceptions. 
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UPTREND IN FARM MECHANIZATION 
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FOR!IG!I l!CO!IOMIC OPERATIONS 

The story of f oreign trade during the vat period. is largely the 
story of lend-l eaoe on the export aide and the procurement of critical 
var materials on t ho import aide. 

Shortly after Oe=y invaded Poland, both Great Britain end Franco 
sent purchasing missions to the United States to buy airplanes and other 
var products. Those mission. placed. ordor11 aSGregeting $4,000,000,000 
vhich started American industry t o tool up for munitions production. 

As tho var mounted in 8C4le it eoon beca'll8 evident that neither of 
those countriea had tho fintiZloial reaourcea--tbe doller balencoa- -necoa­
oary to buy tho muni tiona the;r vould need from this country. The United 
States had become a creditor nation. 

In MSrch 1941, tho Lond-~ase Act vaa adopted. This Act vith sub­
sequent mod1fioetiona made it possible for our government to buy munitions 
and other suppl1oe from industry and agr iculture for transfer to Great 
Bri tain, Ruseia and other countries, vhoeo defense vas necessary to tho 
defense of tho United States , without definite arl'llll6emente f or repayment. 
Since January 1942, there have bean transferred about $18,000,000,000 of 
combat munitions to our 11llies , or 16 percent of total U. S. output. Of 
this azeount, $16,ooo,ooo,ooo, or 14 percent, vas under lend-lease: 

PercentaSe of Output Transferred 

.!.:8 

0 Totol Lend-Lease Transfers 

0 

Aircraft-- - - --------------------- 16~ 
Ships------------------------ ---- l~ 
Guns-------------------- - -------- 12~ 
~unition--------------------- -- 17~ 
Combat and ~~tor Vehicles-------- }7~ 
Communicat ion & Electronic Fqu1p. ~ 

Total Combat Muniti~ns----------- 16~ 

Since ~:':'Ch :.9'1 ) 1 •·bo U. S. has lend-leased ;:;4,500 airpJanes, }0,000 
tank6 and 000,000 nt.1to:.• V<>hi c lee. While 'ooth t he Br1t~eh an<! Ruas1ans have 
produced th" gra«.1 ~ ~: -,:x yortion of their o~n reQ.l.i rezumtA, our contribution 
h!\8 been sul:a..,ntia.l, -,ertioularly in motor voh<.cle eqt.1pment. 

Lend-leaee baa not bean restricted to lllUllitions. I t has also helped 
our Allies to maintain the i r ovn industrial output. E:porta of i.nduatrial 
products, meny in unfinished form , have amounted to spproxillllltel;r 
$6,400,000,000. Agricultural products, represent 1ns about 10 percent or 
our total food. supply, ha-.e aggregated epproximstely $4,45<),000,000. 

Lend-lease exports, vhicb have exceeded $24,000, 000, 000 are divided 
es follova: 
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2--Foreign Trede-12/28/44 MBrch 11, 1941 - Seotem~or 30, 1944 
(000,000 Omitted) 

Ordnance 
Aircraft 
.Tonka end other vehicles 
Watercraft 
Agricu~tural Products 
Induetrinl Products 

· . - .Total 

REVERSE . LEND-IZASE . 

$ 3,560 
5,010 
11,1160 

520 
4,450 
hl_8() 

$24,380 

lTn~t&d 
i·tn¢cin 

$ 1,620 
1,760 
1,470 

230 
2,850 

$~ 

Other 
:Sri'ti sh !l§.l!!! 

$ 940 
1,660 
1,230 

100 
270 

1,400 
$ .. 5,600 

$ 750 $ 250 
l,,o 26o 
1,300 1160 

170 010 
1,190 140 
2,15() 200 

$""b,!!S! $1,340 

During the period in which the United States baa been assisting ita 
A1l 1es througb lend-lease, it hee also received eubetential aeeietance from 
these Allies in the form of reciproca l aid . The United Kingdom bee provided 
barracks, airfields, clothing, military bridges, ship repairs end many other 
i tea;e. Australia and New Zeeland have provided substantial food supplies. 
British raw materials have been made available for U. S. production. Other 
cpuntriee have also provided reciproca l aid. 

The reciprocal aid or reverse lend-lease obtained by the U. s. from 
the British empire is estimated by the British Gove~nt as follows: 

Uni ted Kingdom 
Australia, New Zealand, 

Janua:ey-June 
19114 

$873,400,·000 . . 
I ndia __229,100,000 

$1,22'3,500 sOOO 

Total from June, 1942 
to June, 1944 

$2,437,000,000 
911,100,000 

$3,348,100,000 

Since the invasion of North Africa, the U. S. has also cooperated· 
with other United Nations in providing the minimum essential requi rements 
for the populations liberated by the Allied forces . This program to date 
baa been lerr;el.:/ a military operation, ndministerad by t he Army and Navy, 
to prevent disease and unrest a long mill tary linea of collll!lunication and 
to parmi t local populations to assist Allied forces . However 1 the 
'Congress has authorized U. S, participation in the United Nations Relief 
end Rehabilitation Administration. The Foreign Economic Administration 
hae allotted $350,000,000 to date to procure supplies for UNRRA which 
include food, B£>I'1Cultural materials end equipment, clothing, medical 
supplies and 801110 transport11tion and public utilities equi pment. The 
eXport of theee supplies must be governed by the availability of shipping 
beyond military necessity end by the military situation. 

·- . 
Lend-lease shipments have resulted in U • . S. exports reaching the 

highest levels in history. I n 1944 total exports ... 1.11 oxcosd 
$14,000,0001 000 which ie three times the level of 19401 and almost 
twice the peak l evel of 1920 vhen this country exported goode v'll uod · 
at $61 000 1000,000 for the recoMtruction and rehabilitation of Europe 
nfter World War I. 

0 

( ) 

0 
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Despite shipping restrictions, imports have also risen as e result 
of tho ~-ar, from. $2,600,000,000 1n 1940 to an estimated $4 1 000 1 0001 000 
for 1944. 

During tbo oerl7 periods of tho war, the United Stetoe engeaed in 
preclusive buying of materials end products vhich vould aid the Axis 
power,e. Hovever 1 our import program hae been dtrected largely to the 
procurement of basic materials needed for ver production. In 194}, almost 
all of our tin, 85 percent of our wool, all of our nickel, 85 percent of 
our chromite, 85 percent of our lll8ll!l8Mie ore 1 and 60 percent of our 
tungsten were imported. 

We have providet financi al, technical end materiel aid to f oreign 
goven~mente end producers to assist in the developme.nt of foreign sources 
of supply of critical materiels. 

The attainment of adequate stockpiles end the shift in var require­
ments ere permitting the reduction of some government prosrema for pro­
curement abroad. Trade in several coliiDOdities has already been returned 
to private hands end studios ere now UDder wey to determine vhen and how 
licenaing restrictions on foreign trade can be modified. 

PR>SPECTIV! DEVELOPMENTS 

Coneress, in pass~ng t he Lend-Lease Act, made a maJor contribution 
to early victory. It developed a munitions industry in tho United States. 
It eleo made it possible to extend maximum aid in the ver to our Allies; 
it did this in e way to avoid drainin6 such countries of ell their gold 
and dollar balances. 

As w111 be seen from the chart "Forei(l%1 Trade Goes to War" , the 
cash imports into this country in 194} and 1944 exceeded the cash exports, 
thereby inoreasing tho supply of. dollars abroad end the potential buying 
power for 11. S. goods after the war. 

The fact remain, however, that the world es a whole will need fer more 
of the poet war production of the 11. S. than it can immediately pay for. 
United Stetea, on the other hand, will beve a productive capacity far 1n 

excess of domestic consumption. 

Obviously, if our productive facilities are to be kept e~loyed, we 
must buy not only in foreian markets but oleo credit must and doubtless 
vill be provided to those countries requiring our goode which are unable 
to make i-diate payment. 

The financial problema involved have been the subJect of an inter­
national conference beld at Bretton Woode. They remain uJor problema to 
be solved before our ovn position in poatvor trade ea.n be determined. 

It is important that we do not repeat the mistakes t hat we made at 
the end of the last var. Foreien countries ere in the end only able to 
pay their debts and to continua buyine our (;oods b7 selling tbeir goode 
end eervicee to \UI. 
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It cannot too often be ee.id that if "" are to get back tho mono)' 
\lhich we l end abroad, and 1f we are to continue to sell our goode abroad, 
lie I!IUBt be prepared to import goode on e large ecale. When we raise 
berr.1e're aeainat imports we restrict the outlets for American goode in 
fore'isn ~~~a.rkete and reduce Job opportun1 ties at home. Trode breeds trade 
and trade restrictions breed unemplo1ment. 

0 

A fUll utilization of the increaeod resources developed in this countr.y 
during the var and a eatlsfactor,r condition of employment require a great 
expansion in international trade. 

0 

0 
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FOREIGN TRADE GOES TO WAR 

1600 

l U.S. exports hove risen shorply 
since Jonuory 194 1, 

Total Exportt 

1200 1--- 1---+-

OLw.w.. ....... J.w......._ ....... .u.u........_~Wwwww 
- 1941- - 1942- -1943- - 1944-

3. Imports hove held steody for four 
yeors (limited by co roo spoce, etc.), 

800 Tatal lmportt 

..J ·-~ 1.1' ..., 
~ V""" 

0 
- 1941- - 1942- - 1943--1944-

2. Moinly os o result of lend-leose1 

Ltnd·L,;';" EJCpOrt~ I 600 

I 200 

.~~ , 800 

j 

.L 
If 

-1941- - 1942- -1943- -1944-

Lwu.t.~.ao~.~.~.~J.w.w.. ....... .u.u..w.. ....... .u.u........_w o 
- 1941- -1942- - 1943- - 1944-
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0 ALLIES GET 16% OF U.S. ·MUNITIONS 

AIRCRAFT 

GUNS AND FIRE CONTROL SHIPS 

AMMUNITION COMBAT AND MOTOR VEHICLES 

l ) 
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T3AIISPORTATION ~l 132 
TotAl volume of freight moved by t'n1ted States railroads, trucks, pipel1nea, 

•
ommercilll air transnorta and over inland waterways has risen from some 
00, 000, 000,000 ton miles in 1940 to mor~ than 1,000,000 ,000, 000 ton oilea in 

each of the last ho years. T.•ia add11d volume has been handled without an 
a~~reciable increase in facili ties other than ~i~elinee. 

The ra1lroo.de have borne the brunt of t he burden. They handled about 70 per­
cent of th.e tota.i freir,ht volum~ in 1944, ae cormared with only 62 ~ercent of 
the ouch emaller totf>l1 in 1940. Railroad llllsoenger traffic almost quadrupled, · 
risin~ from som~ 25,000,000,000 uasaen~er traffic miles in 1940 to 98,000,000,doo 
last yea.r. 

Three factors were mllinly responsible tor illlJloeing extra loads unon the 
railroads: 

l . Cloain~ of the Panama Canal to co~erci&l ahinping and diversion o~ 
inter-coaetal ahine to military aeair.nment forced uuon the railrollds addi tionnl 
transeontinentRl burdens. Sone 7,500,000 cocmercinl tons were ehip~d through 
the Canal i n 1940. After Pel\rl Harbor , co=mereial shiJllllents stopped altogether. 

2. Submarine ~fare for a time curtailed coastal ahinping and tanker 
~ rananortation of netrol eUQ nnd petrol~um nroducta to the east Coaat. At the 
eginning of 1941, the rail~ada car~i~d leaa than l percent of such trl\ffic; 

cankers carried 95 percent . 

In December 1942, there was a aorioue shor tar.e of netroleum nroducts on tbe 
·ast Ooaat. The nreaidente of e i ~h t railro~d comnanie s were requ~at~d t o meet 

Q th the lliNC tor of \'/P.r Hobil1,~.t1on. ;..a o result of nltuls then eugguted by 
.he ra1lrond exucuti vee and l~.t .. r put 1n~o onern tion, by the middle of 1943, 
:a1lronda were carryi ng 71 percent, tnn'k~ra only 6 percent. Lnet year, howav~ r. 
nev pipelinoe ware in op•ration and moved 38.7 nercent of east Conet petooleum 
~d petroleum nroducte; tankers returned to transport 16.1 percent of the volume. 
The load on the railroads dropped to 37.8 nercent of the t otnl. 

Develoomente in the lnst month , howavar, indicnte that a numbtir of tankers 
nov in aervice 08¥ have to be rec~lled for overseas military o,er lltionsl Since 
pinelinea have bean o~rnting nt canncity, t his meADe that railror.da 08¥ hAve 
t o reaume a najor uronortion of east Coaet oe•roleuc trnnsnort . (Since 1940, 
annroximately 13,600 niles of nioalinea have been constructed, converted, or 
r eversed as to direction of flov, · More than $275,000,000 has been expended for 
nev trunkline facilities.) 

3. Since nev motor CArrier eouioment, trucks , buses, tires, fuel -
could not be nrovided exce~t 1\t t he expenae of munitions , commercial highway 
t rnnanort and nrivnte oaeaenger cars ootud ~ot neeume their pronortionnte share 
?f war time exnnnaion in traffic. The rnil ronde were forced to meet the un­
?r ecedantod riae in nasaen~r travel de~nda -- about 40 percent of which renre­
aented militery travel - wi t hout any increase in o ivilinn nassen~er train equip­
~ent. Imnoaition of travel rationing haa been avoided beco.use of di fficult 
~dminiatrative nroblems 1\lthough aoce noneasentil\l trllvel has been curtailed aa 

reault of educl\tional· camnai~a conduc t ed by the industry and government. 

() 
The achieveoont of ths carriere was made noaaible by tha a.d~ 

forte of railroad w rker s . 

• 
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TIWISPOR'tATIO!I 
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OiE11Gr:I1CY 1.£.,61/Rl:S 

a .• o rcoucJ >:" rtino nc ... eur<G ir.sti ~tvd by tho Officu of ')cfc.nav Tr .. net'ortot:.on 0 
with t ht full coopur<.tion of tho induotr;r <.nv {to \torkors i1cludo • 

l. Co:.>pulsory muxiriUJI lo1..ding of i'ruit;ht c1.rs undu r ODT orduro. This 
ndcl.od tha eoulv!ll.Ant of 141,000 :fr e i /l',!l't chrs to t hll oxil!t'tng IJ\117')1)'. ' . 

2 , Highor domurr:.c;o chLrc<>s whi·ch pom.litotl shippers for hol dinG c-rs. 
;, , Lh.xiuu.'l! utnit"tton of oquit.n~>nt . Thv r<.tio of S<rvicu<.blo fr<Jicht 

ct ro to totol ct.rs on lin<. inorc<.scd froo 92.2 purc~nt in 19·;0 to 97 . S p.. rcvnt 
in 19 ,., ; &rOSS ton t.i}CO !'Or 88rViCOLb}o froi(;!l~ }OCOOOti VCJ inCrO<.SOd fr06l 
S9 ,0vO, OOO oilos i n 1:1·.0 to OS, OOO, OOO ni!us 1:.at Y""~'· Hovvncnt of ours on 
line .. nd through tumlm.h i .ncr<>t.sud fror.t 3~ nilos per d1-y in 1!1 .0 to S2 oiloa 
i n 19·,·· · 'Ih.: '-VOI't.&u hLul p"r t on of fr<lio;ht inor<.t.&~d froo .s:;1 nil us in ·1910 
to ~~71 nilos in lu,. . .~. 

4 . An ov·• r "ll rroc:r~.n o!: oxport control to prvvnnt frvicht congestion in 
ports . Tho coord in&.ting. nuL~\trvs of tho 1.tilit1-ry s <.>rvicus , tho ; .~.r Shipping 
Adr.>inistrl..tior. t~ud tho Oi'i'iov of Duf •>n S:> Tr<.nsportt.tion lli.V•> prijvuntod port 
tiu•\.tps which in thv h.at 111.r smr.~ti' '"" b~o.ckud UJl rLil t r t.ffic frO!'\ !low York 
to Pit tsburgh ~.ud 1noob1lit·.d frGight c<.rn for t.o<Jka . 

lliGHl;,.y 1\llD TRAJISPORT OPi:RATIOIIS 

Th" r.~otor c .. rri' r industry h .. s obt.iuod only 195, 000 nuu t rucks <.nd buses 
oinou h1.rch 19·,2 . Th'.s ia loss th:..!l 10 porovn't of tho nu:o~r it \:OUld nom .. lly 
roquir '-' for ropl~occir.lonts t.nd cxp...nsions , lluvurtholou , lot.dG h1.VU j;ono up yct..r 
by Y""' r. , 

In r csponso to ODT r vGuh.tions , stor va t. .. v ' C\<rtt.il" d dvli vorios , truokors 
h.r.o.vv lot...dod to i'ullur Ct..J')&.OitJ , spc..c~.1..l UulivHry '11 1\L"<.ur/' so.rvicon ht..vo been 
roducod or clinint.tod. Th~.o r~. ault h: .. s '!,hJ'"n u ''ot·•1 ,,fl"icicnt use ot tho '"'v""il ­
c.b1u trucks w>d busua . For ox•.nplc , lLst ;•;~.-r int~rci't;t but:. tr~.nsportod 
276 po rcvnt l'IOru p&.ss • .m~ura th..l' in Hld--but a 1l.><-g<> incr .. l<-d onl;; 78 porc .. nt , 
S1milur1y, 1oc~1 truck 0?'-t:l..tors cut tilvt.£.:v •10 p,•rot.nt b" l on th~.t of 19·.0 nhilc 
et..rryinc up:Jroxir.lt..t\il:; the.. nwtu to:m~.:,..; . 

Tu~nt;r-thruo thouoa.nd induo-.;r;r col!lnitt.:o o >1\th"' loc1.l rnonbo rshi p of 
l02r 000 h~o.vu coopvr~.t.;d 11it:1 tho Ot'fi c" o~' Del'< IU" 'i'r .. nsr.ortt.tion to, o~t(.in 
full .> at US'! of til•> ind':'stry' s _rustrictod vquipr., • .mt. · ' 

INLAIID HATEnt:AY TRA!l3PORT 

'tho vol~o of. ~~~.t.: r-born," frvit;ht in 1!).,, WI.S H.; , ood, OOO , OCO. ton oilos 't.s 
coop&. r od \:ith ll8, 00C, OOO, OJO in 1!1 :.V . Tot .. l toM .. gu aowd 'on th<: Grc .. t U.kos 
l .. at ~'Our ..,.. • .;rout~ r thl-n in W\Y previous s •t.r.on, t.1though oro shipcncnts, t.s " 
r osult of r'uduocd quot<.4 , 11or~o so·.o 11, 000, 000 tons 'bu1o" tho p.: .. k movan .. nt ot 
92,000, 000 tous in 19 :~ . Trt.ffic in tho UiosiuiH·i-Ohio Riv~r n.ratco t.njl other 
inh,nd Wutc rw<.yS hl-s incrouc .. d SiliOt. J'-tlut.ry 1\1·,2, p<.rticul.:rl'y in thu movcmont 
of petr oleum Wld putro1ourn products to thu i:A.Bt co ... t . Burc"" rJOVOd 7 . 3 percent 
of tot<.l pvtr olour.t pr oducts to tho ~stun• 80Jt.board l ust y<-<•r . · 

0 

PROSPECTIVP. DJM:LOI'! ir.IITS 

Tho dcf ot.t of Guna.n:r will rl!sul t in un uecu1or~.tcd !:uat-ilus~ flo" of trt.ns - Q 
continonto1 trt.ffic which >1!11 cost likG1y r oquiru tho r etention of cu.jor tn.ns-
port controls. Thu provision of .. ddition..l <l'lUi!lOvHt vill thon d~pund on l':Cir 
Production Rcquiruaonta. 
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0 l,'hU" pootn:.r fnight t..nd pt.so~ngc;;r trul'fic nt.y bo expected to docllnu 
frau ourr.nt hi~h l ovols, i t should continuo t.t t. c uch hi&hcr lovol tl~n 
pro'l'~iltcd bo!'or ;. the >tur . This •utccota " ht;t.vy post\ll.. r d=t.nd f o r t r ucl: a , 
buaoa , rt.il pt.sscngcr :md C£.intcnw:cu oqui!?'>cnt t o r c pl<.c .. nor:>out f t.cil1 tioa 
t.nd to 1=pr ovc sor vi co . 

0 

0 

, 
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9-l 134 
IJUPPIII'G 

0 Tfnder the Merchant Ma:-ine Act of 1936, Congress dir~cted the l!aritime Com­
miaaion to maintain a merchant fleet adeouate to meet the requirements of national 
defense and to carry a aubatantial nortion of U. S. commerce. That AC t. ratd the 
foundation fo r the largeat merchant. fleet in the world. It has made possibie the 
tranBl>ort and au,.,nly of vast n . s. and allied IU'miea throughout the world. 

tT . S. SI!IPBHILDI!'() OFli'SftS ALLIE LOSSES 

J'rom January 1942 through 1944, American ehinyarda have turned out a-pproxi­
mately 4, 500 new cargo ebi na--transuorts, tankers, miacellaneoua merchant type 
shine and auxiliAries--aggregating about 43,?00,000 deadweight tons. American 
construction alone haa thu• more than offeet t he loseea of United Nations ehipa 
due to enem~ action and o~her causes . The net gain has been contihuoua since 
December 1942. During the same neriod also, thousands o~ the ehipa of Allied 
Fatione have been reoaired after damage by enemy action and heavy weather or 
overhauled after .hard uenge. 

As a result , the Hnited States has become more than self-sufficient as a 
oeacetime carrier of ocean carP-Q. Last year 11. S. ehios carried an estimated 
59,000,000 long tons of cargo , or 76 percent of all U. S. ocean shipping. Ae 
contrasted with thie t otal , u. s. ships carried only 8,000,000 long tone, or 23 
percent of u . ~· cargoes during the years 1930 to 1939. 

Ho:w this ttae achieved 1a ttell known. The Marl time Comm1asion: early in the 
var, constructed new shioyarda, enlarged others, and aunplemented faeilitiee of 

a till others. 1-!asa:..production methode we re introduced. One of the production 
arvela of the war is the reduction in construc t ion time on Liberty ships from 

more thaq 200 days to about 50 days. Now Victory and other tyoe cargo ahipa--
faater and more suited to T>eacetime traffic--are replacing them on the ways. 

As par t of ita duties, the ~ar Sbipning Administration directs t he allocation, 
operation, and maintenance and repa.ir of the merchant fleet . All vessels not 
allocated or aaai~t~~ed to the Army and llavy are operated by American shipping firma 
on schedules controlled by the ~. s. A. To keep this huge fleet operating, officer 
and ,cr ev personnel hae had to be increased from 67,000 men in September 1941, t o 
aonroximately· ~,OOO today. More seamen are needed each month as additional ehipa 
come off t~e waye. 

Since September 27, 1941; when the first 1!. S. merchant vessel was sunk, 
5, 855 merchant eeamen have been reported killed, miasing , or prisoners of war, 

In 1939 , there were anproximately 1,100 eea- going veae~l • in active service 
under the American nag. At the end of the war, the fleet •··111 exceed 5, 700 
veaaela, as follova: 

( ). 

Assuming that none are built after June 1945, nearly 2, 500 vill be 
Liberty ahipa, which will have served their essential p~ae as a mass­
Pr oduction, wartime vessel. Theee vill not be aatiafactpry for fast, 
co~titive ocean-going service after the war, though undoubtedly foreign 
countriea formerly engaged i n tramp freight ahippin~ vill pur~haae a 
fraction of them at reduced prlcee. 

0. 
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... 
There will be 700 old ahi-oa, largelT -orewar veaaela, IIIlich in due 

courae will be retired, aa their ooeration coata become exceaalve. 

There will remain 2,500 efficient C-troe and Victory dry cargo ahipa 
and tankera. ~ few of theae may have been eo .draaticaliy altered fdr 
military uae that reccnveraicn to ccmmeroiAl service may prove to be 
uneconom~<Cal. 

;,. 

PRO~TI'IE DZ'T'::LOPlt!!:PTS 
... 

0 

Tho .uae and dh"DOaition of the merchant fieet , with which the U. S. will end 
the war , ia a problem with international im6licationa. Prior to thia war, the 
Uni t ed States uae of fore iRQ ahipa, oaid .for in American dollara , helped to improve 
our for e ign excluull(e poll tion by providing other nation a vi th the mean a of bu,ytng 
more American goode. However, if we uae our war-built merchant n ea t to ita fllll 
canacity, then it ia quite poaaible that instead of buying shipping service we will 
be selling service and thue cut down the world' a international eupnly of dollars 
available for the purchns& of Ame~ican goode, Therefore , we will have to weigh 
carefully the effacta that a great u.· s. merchant flaet will have on our inter­
national trade , 

The cha~t , •ProJection of the llerchant Shipping Problem• pointe up the 
problem. In September 1939, Great Britain waa tha vorld1 a g::eat maritime power, 
with aome 24;000, 000 deadweight tone; the Unhed Stntea had libout 12,000,000. It 
t a eatimated that at the end of the war, the Unitad States may have \ h.ree timea 
~he fleet of the B~itiah--nearly 60, 000,000 tone aa &&&1net 20,000,000. 

The 1-laritime Oommhsion1 s Post\'l&r Plllllning Committee is now developing polloi'•) 
and procedures. Legislation ia pending to govern the sale of war-built ehipa. I 
Diacuaaione are being carried on with American shipping ccmpaniea to determine their 
coatwar intentione. Anchorar,e sites and methode for preservation of lai~up ahipa 
are being ez:olored. Studies are being made of "postwar tonnage expectationa, 
~robably condition of the ehioa, and likely coJ:Wercial needs. Problema of postwar 
waaea for aeamen, working Md li vlng condi Uone, and social aecuri ty requirements 
alao are being examined. 

The ..ar has reaulted in etnndardi~tion of m·erchant ehi-oa. Parta are inter­
changeable,, It will be interesting to see what effect thia has on the postwar ' 
thi-o construction and on commercial investments in ahipning facil i tiee. 

lven t~ia expansion hae not mat the glpbal requirements for shipping, but the 
aituatipp will be greatly relieve~ by the ful l nroduction of all t ypea of ahipe in 
the first half of 1945, To provide for -ooaaible incr eased demands , I have 
authorized a limited exteneion of this program into the second half of 1945 for the 
Vi ctor1 and C-tyoe ahipa, which still will be badly needed for cur war effort. I t 
ia hoped, however, that after next June construction of the , lower Liberty ahipa 
can be &voided. tt baa aorvod as the real nack-horae of water tranaport during the 
war yeara, but will not be of fllll po11twar value to ua, or to other nationa, in the 
numbera that will be avail&ble. 

In the meantime, the merchant fleet' a wartime responaibi~itiaa will not ceaae 
d th vi ctor y, Large numbere of t r oops pre~umably otill will be overeeaa--i.n Bu.I:cpe 
~d the Jar E&at--aa nart of the armiee of occupation. They will have to be 
JUpPlied. And if a rotation of occupation armiea is adopted, the tran~rt fleet , Q 
argely con...,rted froo cart;n ehipa, will be required to carry trcope to and from 
'll.rcpe and the J'ar Jaat. Var eiiiJ)lOTtM~Dt of the 11erchant marina thua will continue 
or ao• tiM after the leet aun• are fired. 
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PROJECTION OF THE MERCHANT SHIPPING PROBLEM 
Estimated postwar fleet of the United States will constitute about three-fifths of the world's ~oing merchant vessels; 
will be nearly five times prewar size. 

PREWAR (September 1939) 

30 20 tO 0 
...,_IONS OF OEAIIIOI:IGHT 1llfoS 

TOTAL 

UNITED STATES 

BRITISH EMPIRE 

OTHER 
UNITED NATIONS 

NEUTRAL, ETC. 

AXIS 

0 10 

ESTIMATED POSTWAR 

20 30 40 
MIU.IONS OF OEAiliOI: IGHT 1llfoS 

:10 60 
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I!OUSlliG 

Q Tbe National Housing 4&ency baa largely co~leted construction of boueing for 
ome 4,000,000 migrat1118 vorkera and their families in core than 1 ,000 colllliiiUiiUee. 

SUfficient houeing ia avai l able in ooet wr urodueU on areas. However , lhifh in 
uroduetion, vlua a few expanding prograoe, continue to cr&ate nev demands for addi­
tional houeing. These demands may be expected to develop trom time to time. 

Tho National Rousing Agency plane to oeet theee demande by the tranefer of 
t em"Oorary nnd demountable houeing into areae of need troo placed wher e U ·~e no 
longer renuired,' and by new t emporary cone t ruotion. 

Private induetry and uublic agencie s have completed mo re than 1 ,730, 000 nev 
or convert ed fnmil~ unite since the ewnner of 1940, On October 31, 1944, there 
were 81,800 unite under construction and 59, 8no others anuroved and aW$iting con­
s truction, moat of Vhich were nrivately financed. In addition to theae, apvroxi­
mately 25, 000 uni to have been renorted by the Army and.llavy as necessary for 
workera in exuandin~ ounitiona nrograrna. 

The houai~ urograa involved a total investment of about $6,000,000,000, 
tvo-thirda of which represented l)ri -n<te ca,ital, nro t ected i n large part by FHA 
mortg~e ineurance. Throughout cost of the eonatruetion p9r iod, a cei ling aalee 
urice of $6 ,000 and !!18XiJ:IUI:l &halte r rental of $50 a month •mr e eatabli ahed to 
insure that the houai~ would be within reach of the worker and to for eatall use 
of certai n critical mat er ials. 

A "Share Your Rome• campaign conducted by iiHA' s l.ocal \far Housing Center& 

C
~d Home Registration Offices received wide community support. It is eatimated 

at , through their ef forte, more thnn 2,000 ,000 workers were housed in structures • 
already er ected. This progran, which hae savsd huge expenditures in materials , 

( 

manpower, nnd money, nust cont inua aa long no war workers are being recruited. 

POS'l"'AR ROUSII'G llllEJlS 

A great deal of new neroanunt housing will be needed afte r the war. The • 
nation ent ered the war with a aubet nntial deficit of decent housing. Durl~g the 
war, all housins has deteriora~ed becauae of intensified use a:1d li\Ck o! r . .::.equate 
repn l r and Cftintenance. Mor eover, war ne~ds have pr evented the unrestr~c ~ed con­
struction of c i vilian housing . Zhere Rlso is a large r equi reoent tor nev bouaing 
to replACe aluo dwellings and other substandard houses . 

PROSP::OOTIVZ DEv:::tOPME!iTS 

T"ne l~e.tionnl Housing Agency estimates that during the first postwar decade an 
nvern~e yearly construction of 1, 260, 000 nonfnro dwellings will be r equir ed. Con­
struction during the ,eriod 1920-29 aver~ed 700,000 units ~nnually. In the peak 
year, 1925, n total of 937, 000 units vae built. 

This eatimat e of annual ,ost•mr nekd is bnsed on a requirement of 410,000 
unite 1)8r yeAr for increased fA'1il1ea, 140,000 unite per year for returned r.ll\rri ed 
veternna, 80, 000 units a yenr tor those families nov jointly occupying homaa and 

' t o eat nbli eh a nornal vacancy reser ve , nnd 630,000 uni ts per yenr to replace 
aubatandard dvellin~s and thoae destroyed by t i re , store or other dieaater. 
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The »ent-u~ demand t or new housing ftnd tor reoai ra r epreaenta a aubatantial 
ooportunity for ooatvar er.rolo)'D8nt. However , a hlsh level of reaidential con- O 
a true ~ion cannot be reached overnight. · · 

I • ' • - ' \ ' • • 

' ' · 'l'h_e MOun.t qt mult.11')1&-unit reeidential conetruetion uill depend largely on 
co.ate .• since housing must be built at a price moat peraone C81J llfford t o pay. 
Nli'A 1 o 'surveying the need for increased teehniel\1 resear ch t o n'h private i ndustry 
to buil~better houeing at l over cost and to overcome the prob1•Q of hi sh l and 
pricea lo(hich cakes alua clearance a difficult financi al undertllldna , ' · 

. . 
NKA also is exaoining the type ~d ocope of ac tivity which will be required 

ot private industry, local and atate governnenta , and the Federal Government eo 
ae to calce sure of an tldequate postwar houaing prograb. Included 111 thh iurvey 
will be a _r eviev of _the prewar prograoa tor 7ederal assistance i n houeing pro~uc­
tion an~ finance . · Thia will ascertain what revieion of the program it may be 
nece;aary .~o r ecomnend to the Congr~se . Special attention will be Given t o ~he 
oroblem of improved farm ~ouaing . 

There ia a need for be t ter fact- finding in houaina and in market analysis. 
I t would help in .. thie work 1t .the COQl!lllllitiee •~~Culd lend tlie way in making an 
inventory of their liouaing ei tunt.ton ,, .in <e etimatittg thei r further needs, and in 
~lanntn~ to oeet the~e needs. 

. . 
. , 
... 

. . 
.. . . ... 

·. 
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HOUSING- PAST, PRESENT, AND PROSPECTIVE 

THIS IS WHAT WAS BUILT: 

During the •twenties 

In 1925 (record year) 

During the thirties 

1941* (last pre-Pearl 
Harbor year) 

NHA estimated need 
for post-war decade 

0 lnc:ludH "Defense Hou$ing7 

0 

Nola: Dolo role< lo fomily trits only; ucludt form dwtl hf>9S. 

I I 
400 800 

THOUSANDS OF UNITS PER YEAR 

I 
1200 

' · 

~------------------------------------------------~ ~ 
0 
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No ain&le war program i a closer to completion than that of industrial fac­
~lities (Civirt, "ilartime Construction lloarly Finiahod") . Construction or now 
\}lanta, inoludin' equipment, has declined from a conthly rate of $800,000,000 

in tho third quarter of 1942 to kbout .,200,000,000, But even in this mature 
prograa, aud~en demands can chan&e expeotetions. Because of the urgent require­
menta of the Arny and lfa vy f or aml!lunition, tires, and certain types of ~;una , and 
other equipment, new industrial inatallotiona are necessary. These will not 
chango the di rection of thR construction curve; it still continues dotm, but 
it dooa not go dmm as .fast .. s it otherr~ilo uould. 

Since July 1940, more thon 320, 000, 000 ,000 hos been inuested in new or ex­
panded industrial pl t.nt . Jlbout three-fourths or t!lis expansion has beon: fi ­
nanced by the (;OVe rrunent . Goverrunent raoilitieo, inoludin& .. bout ~1,000,000,000 
or work still to be done , t.re distributed aa follows r 

aircr .. rt • . .......... .. •.. .... . . 
Shipways ••••...•. .•.••......•.• 
Ordn..,ce ........... ........... . 
Iron and Steel. . .•.•........•.• 
Nonforrous aotula .••••. ........ 
Chenic .. ls ............... . ..... . 
Synthetic rubb~r .•••••........• 
100-0e~e s~soline .•.......... 
Lachinery ""d r.~oc: lno tools •.•• 
Other industrial plants .•..•••. 

Total 

ot all or this plant will be disposable . 

~ 3,350, 000, 000 
2,195, 000, 000 
5,15!1, 000, 000 
1,352, 000, 000 
1,200,000, 000 

768, ()( . ,000 
G92 , lAAJ, OOO 
203,000,000 
803,000,000 
356. 000. 000 

. IIB;o?S,ooo,uoo 

About (,1 , 400, 000, 000 is in expnndod .. rsenals and lillV'J shipya1·ds--diroctly 
operated by the government. Probably most of those fucilities uill be r otuinud 
by tho i.ar r.nd lluvy Dopnrtments u part of their systems for . pcmo.nont pre­
paredness . 

Thoro is ulso kbout ~4, 500, 000,000 of covornocnt- o>med, privutoly- oporatod 
facilities so spociu1izcd as ~o havo little poacqt~o valuo. This includoa 
mnoko1oss ~:dor plants, shipyurds , sholl - lokdin& facilitius, otc. So~u of 
the so plant a should b•• kapt 1.8 stMd- by 1:\WU tiona Cllpaci ty. 

That lonves about ~lO,OOOhOOO,OOO of fucilitios, imocdiutoly or potenti ­
ally usable tor civili..a pr oduction. Thuao iuoludo ncllrly &11 of tho nution•a 
lliroro.rt und &Jiltuotic rubber capacity , f'IOat of tho o.lw.ti.num nnd m..gnoaium, 
and a &cod sha r u of steel und machine tools . 

PROSPECTIVE DEVELOFMEIIT 

Fer most of thos~ f .. cili tics it Ytill bo oound public policy to got them kS 
quickly us poasibl o into the ht.nds or prh-..to pa rtios who will opur .. to them 
oompotitivuly. This policy is ccmplicatud by tho lurt;e size of r.~ost of tho 
govornmont- a.nod plunts . 

Suvvnty porcunt of thu Govvnu1ont • a invoatQunt 
)KlO,OOO, OOO. Ukny of thoso plants ~r~ out or rouch 
\_ }.aidor •..,..u·• business , 

is in units which coat over 
ot wht.t uo ordiNirily 

Novurtholosn, cocputition \/ill bo stinulo.tud und &rowth of small bulinoas 
onoourugod if ~u) -tho fo.cilitios in DZ!y industry n ru disposed of to thv 81:14l lor 

Regraded Unclassified



. 
1-2 ' 

fima ~<lrondy in tho induatr;1 or to fima nm.ly ~nto ring tho industry nnd (b) 
tho fucilitios ~ro diaposvd or in ·~11 units to us ~ny indopondont purchuscrs 0 
ua poasiblo, This policy should govorn to tho extent it proves pruct icub l o. · 
Procoduros for disposing of t ho s)lrplua plunt, undor tho Surplus Propurty Act, 
u r o discussed sopurutoly. 

Tho hugo Wurtimo 9lGpunaion of fnoilitius bus !>con oonoontrr.tod in honvy 
motulo und chomioals . Fuoili tios instnllutions in tho nonwur i ndustries huvo 
boon fur bolmr tho lovol of ordinl>ry yonrs of good businoas. Furthonaoro, woo.. r 
nnd t ut>r on plo..nto hue boon fur ubovo normo..l, uhilo r opuirs .. nd ro plncomonta 
huvo boun below non:u.l. l>o ""·Y thoroforo oxpoc t o.. substo..ntinl resumption of 
plunt c.xpo..nsion uftor tho m .. r, dospi tc tho lo.. rgo uccur.>ulutud co..puci t y in uo..r 
industr i e s . 

. ..... 

. . 
. . 

\ ) 

0 
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WARTIME CONSTRUCTION NEARLY RNISHED 

194()-1941- - 1942- - 1943--1944--1945-

1940-1941- - 1942- - 1943- - 1944- - 194!1-

0 
1940 -1941--1942--1943- - 1944--1945-

. . 

Regraded Unclassified



0 

0 

( 

· SP·l 

SIIU'Ltll PROPIB'l'! 

'lbe first World War ended eo abrilptl.T that plar!ll to iUopoae of e~~r­

plua var ~ bad bard.J..1 reached the d1acil8e ion etas&. 'l'ba tillle, an 

or811ll1zation alree~ baa been eat ilp. · 

The Surplua War Propert;y Adll1n1etrat1on vas established b;y exeoilti"l'a 

order lut .februat'J on rq rec-ndat1on. Then Consreea, in the &lrplua 

Propert;y Act of 1944, approved on October '' aetabl1ahed a three-!IBil 

Sill'plila Propert;y :Board to carry on thia vork. The Aot·, amons other 

tb1ngs, directed the Jloard to SiVa IIB.XiJIIlm aid in the re-eatabl1a-nt 

ot a peacetillle eco~ ot tree independent private enterpriae, to en­

OOilra88 independent operators in trade 1 indilatey, and 1181"iCilltilre vith 

apeo1al attention to var veterans 1 and to 'stimulate t'illl employment. 

Surplus propert;y ie inevitable in var. When peace co11111a eill'plueee 

vill inolilde ever;ythins trom aotllal m~~nitione vbieh vill · have little or 

no civilian Talile 1 at1oh aa bombers 1 tanka 1 81108, and artillery shell, · 

to ehoee, aocka, food, l*!&qilito netttns, planta, indiletrial eqili~nt, 

ehipe, and larse and IIIB.ll paaaenser airplane a . In abort, trom a 

$100,000,000 ateel plant to a lQ·t'or-a·pe~ pin. 

ao.. portion of the BilrPlila ot oivilian-tTPII sooda abroad can lllit­

abl.T be 11111d tor relief and reoonatr~~ot1on in Allied and liberated OOiln­

trieo, Stooke ot clothe a and food on hand in the U'ni tod States a lao can 

be il8ed tor relief and rebab1litat1on, either throogh the al:WM aerviceo, 

tbrollgh U'nited lfatione Relief and Rehabilitation Adminietration, or b;y 

eale to other sovernmenta . 

So• 1,,00 indil8trial plante and other faoilitiee, oosttns approxi­

•tel.T $16,00010001 000 1 vill becolll8 Btlr;Plua attar hoatilitiea cease. Marlr 

ot theee planta are not eaaiJ..1 oonvertible to peacetime prodilotion-­

povder and ehell-loadins plants, ror example. Othere 1183 have to be 

reva.:ped for ciT111an prodilotion. Others , hovever, 1183 be 111etul 1n 

peacetilllll operationa-~eteel mills, e;ynthetio Nbber 1 or alilminwa plants. 

' 
Other 1ndil8tr1al propertiea v1ll be kept on a atand:-b;y baaia tor 

national det'enee; still others a;y be needed tor continlled prodilction 

ot' a11ppliea tor 011r standtns Arttq and lfa..-;y. Also 1 etookpilee ot' certain 

critical •teriala ma;y bll maint!f.ined as a lirl.litar;y reaerve. · 

ObviolleJ..11 indilatrial &ilrPliiO diapoaal il a problem to be vorked 

o11t--find1ns hov to 11tilhe var-b111lt reeouroaa to the beat advantase 

in the national ecooorq 1n peacetillle. 

DISPOSAL AGB!ICIIS 

Aotilal dilpoeal or lilrPllle baa been a .. ie:ned t o exi.attns asenoiea, 

aa tollova: 

PRCCtlREMBII'l' DIVIBIOif or 'm!ABURY II:PAR'DIIIn'--tor cone ~~mere soodl, 
a11ch ae f11rnitt1re 1 olothina, l*ltor veb{olee, eto.; 

RIOOJIB!.IRUC'l'IO!f :J'I:IAIICK CORPOBATIOif--atrorat't, 1ndilatrJal plante, 1n­

dil8trial real aatata, indilatrial ICllli~t and.uppl1ea;· 

141 
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Uli'I'mD STA'lES MARITIMK QOifm!SION--morcbant ehipe, marine 4qlljpment, 
and other ~~arine property; .. 

WAll JOOD AIMDnS'l!IA'l'lON··food; ·. 
NATIONAL BOUSilfG AQBNOY--houe1ne propert;y and proJects; . . . 
JXlERAL 1«)RKS AQBNOY--c~1t;y tac1l1t1el and certain nonin4Us· 

tr1a1 rMl eatate; 

.ARMJ 1 NAVY--their ovn ·au.rplusee located outside .aont1nenta1 united 
Statoe~ · · 

' ' 

From JLUle. 1, 191la. .to October ,1, 1~11, a t otal ot .$~0,000,000 worth 

ot gooda bad been declared surplus . Ot eiU'phe stooke then on band, 58 
percent vas a1rcrett--obaole'e and var-veaq planes .and eq~Jipment; 12 
percent vae plants'. and 1Jidl1strl.a1 .real e~tato; ~ percent -metal-vork11lf! 

machine17; ' percent ships and maritime machinery; ' ·percent steel; 
2 percent conetruction ~~~ater1ale; and 18 percent. ildacellaneoue. 

' 
About $BII , OOC, OOO vorth ot ~de vas ~ld . in the per1od.JLU1e· 

October. This included ",,a, trucks, mn;r ot vbich vent to dealers tor 
re-sale to farmers and trucker&; $21,0001 000 worth ot metal•vork1Jlf! 

111ach1DIIq; $6, 000,000 worth ot aircraft, suitable tor civilian use; 
, ,,ooo, ooo ·vorth ot conetruction ~~~ater1a1e; $1,,00, 000 worth ot con~~truo­
tion equipment; and $1,,00,000 wrth ot steel. 

. 
• 

0 

' 

·. 
So tar, the volume ot BIU'p1us sooc\s baa been .. ,ve17 11111111 in relation 1 ) 

to the huee de11111ond for soods ot all kinds. Clearl;y, the neads ot var 
production and of the ~stvar eCODOIIQ' can be served beat b.r the immedi· 
ate diapoeal ot all available surpluses. It hae been possible to ee11 
theee 81111111 eurpluaee . throusll the normal caiamero1al. channele v:tthout 

effect on the level ot elllpl07JI!&nt o.r the etructare of American 1nduatl7. 
.. .. . . - . ~ . ~ . ,, ' ' . . ·~ . ' . 

Moat 'sales to dAte bli.'ve' ' beep mads by the 11 regional oftioee ot 
Tr.eaaur7 Proolu'ellent and· tlie' 2' ·regional otficea of the RJ'C. Goode 
ordinaril.)' are sold to manutacturere or distr11!utors and. not direct to 
the con~~Ul11.11lf! public·, becail:ee' direct .ea1es have. been found -a,_t pro­

hibitive ·in ·oost; .catalo~ea are ~eing prepared, vbich vill int01m pro~ 
epet:tive 'bu,)'ere• vbat 18 a'vailable an! bov' it 111111 be obtained. The RJ'C 

ie planning to estab11sh ~ge regional' varehouees, in which surplus 

8oode vUl be d1apla3ed. 

Tb8 eales ot conew.r soode, 'JLUle \brough •~itmller 191la., 'tqtaled 

*''''17,000, or 64 percent ot the appraised value ot the soods lll.old. 

Sallie are at ceiling price, at bisheet bid, or where speed ie ••­
aant1al, at ~t1ated pricee. Su.rplue ~~~ate~;1a1e and equipment are, ot 
couree, eubJect to' the - rationine and allocatioM controls u e1a-
1lar soode vllich are not e,urplue. · 

' '>F '.. • • • ; • ' 
' .. 

' • ~ of 

'1!MI Coosl'ee• llu ••t up epec ial._ reetr1ctioae. Oil tile aele of dovll-

1n8• · .JIJ 1av, the ~oo,ooo ~ hoWiilia unite bUilt under the 
•. . 

0 
' 
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~cAc enci\JlJ\o be beolcU tf • to r e11d e M•n tnl! :rue a tn t olowoc$ s t o t6mbalpro,•llohsbl!n,., 
'-'condit ione. Some ot theae dwellinga, when di8111Antled, OA:f be aold for uao ov 

overeene, or emnloyed in r elief nnd rehabilitation wor k. Rowver, Congreu 
ma,y de eire to consider the ftdvhab111 ty ot changing the law eo a a to allow 
euch dwllin~a to be uaed to replace aubatAndArd dwelli ngo in citiea or in 
denr eeaed fnrming r rena. 

AbAbbut 63,000 neriDI\I\ent fMlly unite bu11 t with. lo1o1-rent houaing 
funda will become lev-rent public houeing After the Wf\r, under the Jur­
isdiction of local houaing authoritiea. The reat of the ~erOftDent unite 
(about 129,000) and the demountable unite (about 78,000) will be aold. 
·~erever ~aaible ~reference will bo given to current occupnnta, and 
naxt to proapective occu~te, eapaoially to veternns who will recei ve 
first conolderntion. Some 10, 000 uni te built by the Defense "omea Oor­
pornti on alren~v have been offered tor snle. 

The J'ederal 'forka .A69ncy h reawnaible tor dlapoaing of acboole, 
hoepitale, aewera , henlth centera, tire etntiona, power plnnta, garbage 
di apoaal plants end other cor.ununlty f11C111ti ea built aa JJ'ederal proJects 
under the Lnnham Act , which ere declared aurplua And which must be die­
posed ot within aix monthe nfter the emergeacy ende. The agency 1e 
alreAdy trAnsferring titles of cany of theae Federal proJect& to local 
public bodie a. 

To tncilftate the disposal of ~lua war plants eo ea to permit 
their prompt utili~atinn tor other purposea, I appointed a apeci al War 

<=)Plant Utilization Committee to coordinate the work of the eeveral govern­
ment ~nciee hnving repreaentativea in the field. Ita cbnirman hae re­
ported to me thnt the Coomittee hae enlistad from a cocounity l evel the 
active coonerRtion of the •: . s. c:tnmber of Co=erce 1\8 ••ell aa a tate 
and local ch111:1bera, the Co=i ttee on Sconomic Develoment and ita 1700 
local Commi tteea, the AaaociRti on of Al!er icM Railroad a and ita indue­
trial 11g9n<ta, and the bMka located throughout the nation . The chair-
111M belie•rea thl\t the chief detArrenta to quick enlea lie i n the prov1-
aiona of the net reouiring information to be aubmitted to Congreaa i n 
e i~t claaaiticationa tor facilttiea coating $5,000,000 or over, and 
aubmiaaion to the Attorney General 90 days in advance of the coneuo­
mation ot the sale of M~ plMt coating over $1 ,000,000. Congress 
ehould ~ive further consideration to tbeae aatutory ~roviaione. Certain 
o~tion rights held b~ leaaees aleo threat en t o delay eRlee. However , 
about 250 l eaeeaa have indicated an i nt erest i n ~chase or l eaee , and 
the RFC ia now Cl\rrying on negotiations for the tale or lel\ae of aoma 
t hirty nlanta. Promnt action ia neceaasry. 

~ecentl~, I have authorized the ~nciea owning eurplue propert y 
abroad t o ~roceed vi~h ita sale under policiea to be eatnbl iahed by 
the Su~lua 'fAr Property :Son.rd . 'l'hie will enable the Army and lfa'1)' to 
be ~re~ed to eell facilities and inat nllationa no longer r equired in 
certain Rroaa where mUi tary oTJerntiona hnve cloaed, aa in llorth Africa. 

The SUrplus Protl8rty ..let ot 1944, aa draw, preaenta eeverel ad-c,UUatrathe dittlcultiea. The licitation• governing the aale of real 
property rMy retard euch aalea. Rowver, exnerlanoe under the legiala­
tion ia 1\ nrerequiaite to ftDy apeoltio recommendati on• for moditicationa, 

1 . 2 
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CONTRACT TERi iiiinTIOH 

CT-1 
1 '3 
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In the developoont of ~ war production program beset by chan&ing require­
mente , contract teroin~tione und the settlement of resulting claims have become 
relatively coumonpluce, 

Alr eady, durina the \fa r , 120, 860 contracts have been t eminatod, cancelling 
commitments of some $25, 000, 000,000. A hir;h percentage of theao oancolluticns, 
109, 000 of t hem, huvo been written off the books entirely us settled, Through 
tho fall of 194•1, it has been ne'ceaaary to cancel every month acme 4, 000 con­
t racts , totalling Ul, 500, 000, 000, 

In contrast to this experience, the last war saw only ~ few contracts can­
celled until after the Armistice had been signed. Then, almost overnight, some 
i4, 000, 000, 000 of ccmu:>itmonte vcre t ·erminatod. Aa a consequence, procedures for 
eettlomont had not ~eon worked out and coneider~ble difficulty resulted. 

Due to tho knO\Ilodgo guinod in the last war ~nd to tho baoklot; of oxper i ­
onoo now bei ng built up, tho country should bo able to handle tho problem of 
mass cancell&.tion at tho end of t his >~ar \lith loss fin..nciul und ooononic un­
aottl omont , 

Tod"Y the undolivorod value of outotanding contracts is about 
~65,000,000,000 . Tho full iopuct--aad hence a dot~ilod estimate--of tho ter­
mination nnd sottlumont l'roblOCI 11'111 cot bo roo.lizod until after fino.l victory. 

Up to nm1, moot tormin..tions of contructs huvo boon followed by now orders . 
Finne whoso ccntructe for mukinr; tanks lu.vo boon cancelled havo boon given 
orders for locomotives; oontr~cts for building dustroyur osoort voasols have 
boon switched to lunding craft , and so forth , I•S ~ rosul t of this, and because 
i nventory and oquipr.ront intended for tho oontructs " hich had boon tonninuted 
woro oftun usable to fill now war contr~cta , muny t omin..tions havd Nsulted 
in no claims ut ull, or in ext remely sm~ll cluicc, Tho 109,000 t orcinated 
contr~cts which huvo boon aottlod h&.vo un uggror;ute fuc~ v..luo of more than 
~10,000,000,000 but cl&.io payments acainat those contructa .mount ed to leas 
tluut 11400, 000, 000. In nino out of ton oontructe, no cl .. ime woro filud . 

Af ter fin&.l viotory, however , tho aituution muy bo expoctod to chungo. 
Tormi~tions will bo without benefit of nuw \lur orders und no-cluim settlements 
will decrohso , Tho suttlumunt probl~m will buoouo uoru difficult ut t ho sumo 
time thut tho nood for spuody sottlcmonts "ill incr uaso. Prompt sottlomont of 
war contracts is ossontial to orderly roconvuraion und to full oaploymont in 
poacu. ITithout it m~<ny bus inussas , ospooiully suull cor.rpunioa, would bo finan­
cially porhlyzud boouueo working capi t .. l \ihs i'rozun in invontorioa, 

ADVANCE PRP.PARATIOII NECESSARY 

So~ution of thh probl= is t>ro -eidod. Tho govornr.ront must covo promptly 
to clear tho plants und books und industry 's notion oust bu prompt, Prioo, 
sub und sub- subcontr .. ctors should f bl!liliarizo t hocsul vos >~i th tho Contr .. ct 
Sottlomont Act . und with t hu regulations of tho Offico of Contruct Sottlomont, 
us woll as wi t lt t ho procoduNs of tho contr .. ctinr; ugoncios " i th Ylhich tkoy dcol, 
so ua to fucilituto tho quickust possible rooonvor sion t~ pokoutimo production, 

Tho A=y and lluvy h&.vo sot up schools t o trl4i.n t hoir cr.m contruct terminA­
tion poreonnol •• woll •• those of other contrnoting •r;oncioa, Spoci~l ooursoe 
for contrkctore .nd thol r aaployecs hAvu boon oetublishod ut o n~ber of collegoo 
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wi th tho eoop~r .. tion of eontrncting uconoios . Tho Sr.tnllor llt.r Plt.nts Corporation Q 
is conductin~ un intensive oducutionnl pro&rum unon~ smt.ll businesses . It is good 
business for ovary wt.r contructor to plt.n i n udv..nco und to ;>ropuro for pro:npt 
submission of sot t lomvnt cluims. 

Tho Off~cc of Contruct Settlement, under its mundute from Congrcso, hus 
issuod rogulutions· roquirin~ procurcmont ugoncios to ·clour umrunted Wt.r m~terinls 
and muchinos from contructors• pl unts .within 60 duys . other rogulutions provide 
t hut, wi~hin 30 duys uftor prcscntution of proper cl uims , u contructor becomes 
eligible for ·t.dvunc<> pu:.-rnont or lonns of up to 100 porcont of the vuluo of fin­
ished wur mu.toriuls , ... nil up to 90 porcont on cthor muturi ... ls . But· spnco onnnot 
bo cl curod unless invantorios ure propurly prvpurod by industry, und money cun­
not bo ndvt.ncod or lounod on cluims without detuiled uccounting st .. tomvnts . 

The Office .of Contruct Sut.tlcmont hus n>udo progress towurd simplifying tho 
routine nooessury for t orminution sottlomonts , Uniform torn>in ... tion procoduros 
... nd forms for tho -pr oscntution of settl oment propos~l s huvo b~en ~doptod~ 

Present pr ocedure ordinnr i ly cul l s for prime oontr~ctors to settle directly 
with thei r subcontr .. ctors. However, tho ·uc:t poruits direct sottl.m~ont by the 
Government with suboontr~ctors in:· cute nf unduo- doluy. Surveys now urc bei ng · 
mnde to dotorn~no tho pructicubility of routine direct sottlonout with sub­
contructors. 

SETTLl'l!EilT TD. E REDUCED 

. 11ftor the .first r:orld liur, tho <.vor ugo tiue luG b,.>tlvoon ton.>int.tion t.nd 
i'inul s<ittlomont wus oi~;ht T.)cnths ,. but I•tt.ny cl uir.>s dr~{lgcd on for yours und one 
v~s not sottlod until 1942. 

, Tho uvc,rngo timo lug botuovn t onnin ... tion und finul settlement is n0\1 about 
four c>onths . Small o.nd uncomplict.tad contructs t.ro sottlod moro mtiftly. Lnrgo 
contr~cts, ,i nvol ving mo.ny subcontr~cting rw:tific~tions roqui r u lon~or . But we 
h ... vu pror;rossod fur from tho difficult pionoor stur;v , in which occurred some 
cusos ""tho one in ><hich 16 montlts woro 'consumud in settling cluims &rowing out 
of torminution of tho Intornutionul Hurvostor tt.nk contruct t.t Bott~ndorf, Iowt. . 

Tho most serious dolu~s in t ho currant procr"m huvo been oncountorod in 
settling tho co~t-plus-u-fixod-feo contrt.cts. Tho cost- plus contr t.ctors und 
thoi r subcontrt.ctors submit vouchers ... nd ... r o ptAid ... their work progresses. 
Thes<J vouchers uro subsoquontl y uuditod by tho Ganor ... l JLcccunting OfficG, ••hich, 
in somo Cl.l5CS t ·disullows pl4yrn.onts ulroudy ut..de . Thorl!roro , primo contructors 
hnvo dosit~tod to puy off their subcontr~ctors until finul ~ottlcncpt • . This 
holds up pu:.-rnonts ull tho wuy down tho line to Gub- subG . 

About 650 cost- plus-u- J:ixod- .fell contr t.cts huvo ·boun tormin~tod with" fuce 
vul uo of ~6,635;207,000, Fint..l aottl omonts ht.vo b<~on r cuchod on contracts tott.l­
ling ubout 20 porcont or this, ••ith n fuoe vuluo of $1,300, 000, 000. In contrust , 
i'ixGd prioo ccntr ... cts nhioh huvo boon. torn>im.ted ht.vo fucu vul uos of 
Vlt,66J, 676, 000 ...nd more tl~ 50 p0roont with u fuoo vt.luo of $9,411,768, 000, 
hnvo boon sottlod finully. 

Uuny probloms romuin to bo aolved , but t. GOOd st..rt ht..s boon mudo on setting 
up busic rules for fust, f .. ir und fin~;l contruct sottlcmont. Tho n()xt tt.sk is to 
porfoot und uso thoso t ools of settlement, both in tho contrt.cting ugoncies end 
in tho offi•cos t.Dd plunts Of tho contr .. ctors, 

() 

0 
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:.t.rtimu tt.xt. tion should und "i th thv \ll.r. llallovo r , the N ct.n bu no ganc r t.l 

Qoviaion of tuxt.tion until. th" llt. r is ovor on 1-ll fronts . Post\l<.r l ovol& of 
ovor nmont UXJn.nditur o s \till be aovu rt.;l timu a hi~hur thwl in pro1n.r ;,·ot.r s . 

Inta r vst on th~ d~bt t.l ono \'till uxeuod tott.l i ntu rnt.l r ov<nU11 r oeuipts of 1937. 

Tho r oquirvl•luata of tho ,.rm;y ._nd lluv>J vti ll bo MUCh hi1>hor tb..n p ru111.r l ovols. 
Tho "G. I. Bill" und vutort.ns ' hoap it..>.lizt.t ion Ifill t.dd to OXjA>nditur o•. Thoso 

c.ro only t.. r" ot the it<ll:la tlll..t o...!to it '-PJ>I•ront \10 •till nood r ov ,nu cs grct..tly 

in excess of pr~\1\.r l ovolG -

R."l;OV,.L OP IU!"l:DD.ElfTS 

But th" r o oun b" n <> i ntcllir,•mt pl "''ning to "r~oot tho pr obluoe c.r ising out 
of the t rt.neition fr001 u .. r t u puo.cu" t.s dirootod in tho uat oro1-tins this office 

without Givinc considcntioo t o tho r euovt.l of tc.x impodi o onte to r e conve r sion 

t..nd busiuuss OX)ot..n sion .. ';'ho:r•J t.. ro cort .. in t1-x r oviaior.s 11hic:. 11auld not g r c1-tly 

r l.lduco> r <IV"nuoa , but >:o\lld L""t ' r i .. lly r.id businooc r ocovur y t.nd oxp<.nsion if 
14daptod i!Jl~udit..tuly foll c)lfin& tho cla GO of thu !':Ur opo..n ; it..r . IU:\ang tbam t.t'<:: 

hccolurt..t~d doprocit..tion , 
Iru.,odic..tG c..'A.ilt.bil i ty of postut.r r<tfurad bonds ,• I 
Inor~ .. aitag th.; s pocii'io oxor.aption for oxooss-profi t s 
tc..x purposo s fror.l vl O, OOO to :. 25, 000 . 

1 . Doprooia.tion. Thv c.oculort.tion of d!lrrooit.tian t.llOIIt.nooe \lill cnt.bl o 

t\.xpt..yors t o tt.k~ tho o1...r lh:st pouiblo c..dVt.ntt..t;o of t ochnolot;icul inpr-ov~o(.nta , 

3UCUt'O mor<t quickly no\o oquipnunt, c..nd pr ovid<t IJOr ' r QLdily or buain~ss L X pt..n­

sian t.nd or.~pla)T.Icnt . Tho d oDr..>ch.tion polic;r <>f titu pn:sunt l t..••, 11hich pr ovidoa 

Cor ,_ dupr llci .. tion t.lloll ... nco conputud t.ccordin& t o thu phyeict.l lif o of tho.l 

( )'opo rt:r ucquiNd, hc..s ... tundunc :r to discour~o.~;u tho t.cquisi tion of no>t oqui r oont 

... nd tho i"'onnt.tion of n"'""' untvrpri a~J n . 

For oxw.tpl c. , if L businvn:sn ... n dc .si rGs t o ate. rt t.. nc..\1 bu::Jinv lll t.nd to purc~u .. ao 

now oquipnunt, undor t r.v prcs.nt tt..x 1-"' he '"-:t lu.·tc cons idur c.Ll u difficult. in 

r t.ising t hu funds t ., t.'Cqo.<l.N ph.r.t or c qui!%lcnt boc1-us~ of thu l on&th of ti;a., r o ­

quir<ld to r oeovu r th•. cost of th~ m.u plo..:nt or oquipr.l• nt throur)l d .. prvci~o.tic.n 

c..llmn.noo e . 

1 '4 

It is ol ,><.r tht.t unloss c.. 't.NrnP¥e r ct.n r •;c Ovll r his ct.pitl4l v:i thin " r ac..sont.blo 

timu, hO '.till not vnbt.rl< upon n._\1 ,,nt<>r pr isus , Or t.O<JUiru llUII fi40il1 ti<)S , Ythich 

t.ro ossontic..l to t hu pr-oduction of inc o:.<c c..nd tho otinult..tion of Otlployncn t. 

I sugr, •. at, t hor uf or c , tht..t tho Con~;rvsa civu o~rious conddur &.ti on t o tho 

an..ct.:lont uf t. pr o-;ision t o pwTLiit t.. l~rr;~r deduction for dcpr oci t..tian in the 
o .. r lior ;10t..r3 or thu lif~ o f thu <..osot . I n IIIOSt c&.Sos , thoso 1.1"0 th" yot.r 8 ot 
tho hit;host incouu. I t 1:u.y b<t .. d•tist..blo to licit this spocit.l t.llorl\oncu to tho 

incoJtoa ootoputud for noruul und eurt .. x purpos•>O, t.nd not fo r oxoosH - pr ofi ts t~x 

purposos. Suoh u provision \/ould r.u.k~ it <.uoi<. r f or t hu sJ.u..llo r hueinoss ontor­

prlAe to borrow uonuy f o r oxpt..neion f t..oili tiua, 

2 . t.lt..ny oor pon.tiuns, pc. rticult..rly tho s!lll.lla r- tJPV, wi ll bo b..ndic..p;>Od 
thr ough luck of c&.pi~l to o&.rry out their ruoon-; , rsion plw>s . Their fint..nci .. l 

condition ~y bu ot.o~d sonow~t bJ m...~ng ir~,<.~ t~~uly t..~il1-blo t.fto r th~ ond ut 
t ho .,...,. in Eur opu 1... pt..Tt of thui r pos., .. v ..... r r ofund ot uxcoea- prof i to t .. x o..nd by 

Qduein~~; oorruej'andiu&ly tho oo10pulaor y e:..vin t;a pr ovision in t 11a oxooss- profita 

x. ~ li~o~itt..tion coul4; b& pl .. cud on thu w:>ount t-> bu m:..do a vt.ilublo. 
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3. 1.'hilo t.n uxc~sn-profito t..x is juatifiud in tioo of >:t.r, it 1: r •cojpthod Q 
t ll4.t such ~ tt.x cli scour~..&.ls sa.ll wad n cu ont .. r priar. a . I d o not lx>l i<>V<I t ht.t 
Con&ru u would bv justifi"d in r=ovinc this tt.>. during tho continut.tlon of tho 
wa.r ·~ th Ja.pun, llow.:vur, ita iJ:Ipoot on thu a:x.llv r corp<>r t.tions utcl " " ' untc r-
priaoa ~y b o mi ti&t.tcd t o sooo oxtont by t.n inorot.so in thu oxcoas - pr ofita tox 
apocifio ox<m~ption fro::t tho prvsunt ;.;10 , 000 t o ;;25, 000. Such WI i ncrva.ao will 
onubl<. r4a•n;r e=ll t.nd non conce rns t o boconc oatt.blishod durin& tho t rt.ns l ticn 
poriod , 

... 

.. 

\ ) 
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TREASURY DEPARTMENT 
INTER U FF"ICE COMMUNICATION 

DATE Jan • J. > 1945 
To secr etary orcentaau 

F,.o,. , .r . .1 lite 

:>ubject : ::;upport for the !jretton .toodf> Provr am 

JJur.J.n tne past months tnere oas oeen a reat dema.nd 
rroru various or,.,anizatiC\l'IS to nave members of tne i'r easury 
staff spea on tne ... r'3tton .. oous pror,r aJU . ..e 1.ave partici­
pated in nearly l Ou meetin:~s ana we t.ave uistributed 
tnousa H<ls or pamphlets explain in "· tne ~·una a11d tne tlam< . 
Ther e is no doul.lt t nat t nis work nas br ought ue consiaer­
able support; i'rom all sections of tne countr.1' ana r r om 
many ~roups of oeopl e . 'l'ne London 1•·1nanc1a1 1 ews or 
.Novewber lb , l~'i4 publ1sned t 11e follow1m: report from 
its AJ.ierican corresponaem. : 

"hepres~ntat1ve s of tne united otates 
·rr eesury have •one an excellent JOD r ecently 
in expla1nin,; tHe Lurposes ol" the l:lr etton 
•• ooas pro~'osal~ co var ious t r aae ana oanKin~ 
bJ'Oups ana , app~rently, nave maae lll.ucn progress 
in softe~in< · up tste opposition . lnaee<l , 
responsi ble quarter s are graauall;v sno·:.in,, a 
favourable reactton . " 

"you 11ill oe interestea i n Jmow1nt, tnat \/e &hall 
nave tne suppor t ol" o~.any 1niluent1P1 gron•)S . '!'he 
followin• are aHOTJ the ~ttore important ones til& t nave 
issuea or are plannin , to i ssue r eports support in .. tile 
l<'und and t he danK : 

1 . LeaC!in~ n.embers of t he .runerican J!:conomic 
Association have pr eparea e. statement to be si.,ned by 
several score or more spacial1sts on money and banl.(ing 
that dlll be submit tea to the eon~ess1onal eoa~1ttees . 
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un1~ea for .~orla ur .,an1zat1on nave ~ . Americans 
1ssuea a sta~e~ent 
ana are now ~.sklng 

ln. support of t ne Bretton .1ooas pr ogram, 
our nelp 1n securing speaKer s . 

3 . Tne League of ,wmen Voters nas voted approval 
or the l:lretton .;oous pro~r·run and is publishing a pamphlet 
euaorsing the !•'und ano the l:lanl< . 11e nave had an opportunity 
to wor l< w1 th them on the pamphlet . 

4 . The ~·orei ;n Pol tcy Associc.: t-1on has publ i shed a 
pSJn.;.>n.let favoraol e to the t ·und ana t he Bank wh!.cn we have 
nelpea a1st r1bute i n l ar ge nUIT,oers . Tnis reyon l'las 
commonly re;;ardea as r epr esent1n5 the views o1 t ne f oreign 
Policy Associl'l tion . 10wever , . r . Leon J. raser, who 1s a 
dlrector of t ne Associr t1on ini ormea tne Research ulrector 
or the Assor.iztlon t he.t t ne report could not r epresent 
the views or t ne hSscc1rt1on because t na direct ors nad not 
tal<en such action . -.. 

5 . The <.: i ti zens \.)Onfet·ence .tor l!.conomic union has 
gi van the ~·una and the ~anl< comple-ce support rrom the · 
beg;1nn1ng . 

6 . 'l'lle Ameri can Assoc1e t1on of University 11omen 
has puoll shed a pampnJ ~ 1; oy .iss .. ewcomer in support of 
the .' Ul'ld <> na t he J:!ank . 

7 . The .;olltJ11 ~tee on .cono1.11c J.;evelopu.ent •'il ll 
probaol~· i ssue & stater-.ent endors 1n· t he bretton .• oods 
program . '1'ne statement as pllrasect WP6 no~ wholly 
satisfactory ana ,;e ar e meetlnt; ~he committee to ol scuss 
1t rurthar with them. A favorable reoor t f rom the 
c·onuni ttee would be extre111ely 1m'luentlc>l amon · business 
people . 

8 . 'l'he Pennsyl van1a Bankers Associ c- tion has enuo1·sed 
the Jo 'und and the Bank . Several other state banl<inl• SToups 
are expected to t a.l<e action favoring the Bretton ,,oods 
progr am . 
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9 . ·rhe ..; . 1 .o . nas enaorseu the rune. ana 3aru< anc 
nas inc.LUoea ra~;ilication or tne .oretto11 .. ooas pro ram 
1n its pl atform . The c. I.U. t.ei'IB nas publishea several 
articles ur.;lng support for the r·und ~no Bank . 

10 . The American Labor eonference on lnternational 
Affair s wnich represents the A·l" .L. !las given its support 
to the Bretton Woods pr ogram. 

11 . The Uarment ,'/Ork:ers ana otner unions ar e 
considering publishi ng a pamphlet we preparea on labor ' s 
i nterest 1n tne ~·una ana tne l::lanK . 

1;:; . The "ational ranoers 1Jni cn nas endorsed the 
Bretton oiOOdS program. 

We expect that rr.an.1 r.1ore 'Toups wi ll come out f or 
t he ~·una e no the !:lank: a urine; the next reu montns when 
con.;ress is consiaerin · t he legislation . 

Some or' 'ChR reports mentioned in this memorandwn 
are attached . 
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0 For your information. · 

seymour E. Harris 
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Memorandum No. 3 to Sponeore or the Bretton Woods statement 

1, Aa or November 30, the results or tbe b~lloting on Statement I 
(the aborter one ) and Statement II are ae follow•• 

XUmber or proposed sponsors •••••••••••• 36 
Pavor Statement I • •• ·• • •• •• 17 
Pavor Statement II ••••••••• 1'-
No preference •••••••• • ••• •• 1 
Not approve or either •• • ••• 1 
Not sufficiently informed •• 1 
No reply •. , ........ ; . • ..•• • • _! 

36 

or those who prefer Statement I , one disapproves Statement II 
and one finds ~tatement II unobjectionable. 

Of those who prefer Statement II, thre41 disapprove of SteteiDBnt 
I and one approves with reservations . 

2, I am submitting herewith a final dl"a.tt or the atat...nt to be 

J 

sent to 600 economists Hated 1n the A.B.A. Supplement aa prU.­
r1ly interested in 1110ney, international trade, oyolea and national 
economics. 

3. Apart from etylietio ohangee , the preeent statement combi nes parte 
or Statements I and II· The first three paragrapha or the new 
etatement are substantially identical with the firet three para­
graphe or Statement II. ·paragraphe 4-7 are subetantially identi­
cal with paragraphe 1·4 or Statement I. Pllragraph 8 1a oompoeed 
ot parte of the last paragraph or Statement I and Statement II. 

The changes involve no significant alteration in our positi on. 
Aside from et7listic changee, they are made in order to reduce 
the danger (l) of antagonizing Oongreee and (2) or offering 
material which economic iaolationiete might eeize upon, 

4. These changes have been made in large part aa a result or euggea­
tione -de by eponsore ani also by several others who have bad 
considerable experience in dealing with Congress in mattare or 
th18 kind. 

1. Since or the 30 ravoring either statement I or II, 27 approve 
Statement I and 29 approve Statement II, and since the final 
statement 1s an amaJ.ei/JII of Statements I and II, I ehall au~ 
that all who approve Statement I and Statement II approve tbia 
etatement . I also hope that the tnree aponeora who approve 
Statement II and not Stat-nt I and the one who aupporta State­
ment I and not Statelll8nt II will support the new atatement, 
Unless I hear to the oont;qJ?: December 9, I shall aa.- that 
ali iho approve Statement anc1 Statement II approve th.h final 
Statement. Will the three aponaora or Statement II wbo diaapprove 
ot Statement I and the one wbo approvea State .. nt I and not State­
ment II, and the tour wbo have not replied kindl7 let • have tlwlr 
opinione •• aoon aa poaaible and not later tban Deo.-ber ~· 

•sasn, -.ny thanlce tor your o~paration and patleDGe. 

SeJIIIOur B, H&l'l'h 
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RECOMMENDATIONS OF ECONOMISTS FOR UNITED STATSS APPROVAL 
'.'IITilOUT RESSRVATIONS OF TilE D.'lETTON WOODS !.!ONETARY AGRS'F:t!EliTS 

'.Ye, the undersigned economists, urge the Congress to accept 
the •sretton Woods" agreements providing for an International Monetary 
FUnd and International Bank for Reconstruction and Development, Our 
main reasons follOW! 

1. If expanding international trade is to make its much 
needed contribution to the prosperity or the United States and or the 
world, exchange relations between currencies must be established on 
a stable and orderly bas1e and there must be a steady flow or inter­
national investment to increase the productive efficiency of the 
countries of the world. Action is, or course , required in other no 
leas important fields such as trade barriers and commodities in world 
surplus. Although the Monetary Fund and the International Bank do · 

fUrnish a complete solution to the international economic problems, 
.Will 90ntribute substantially towards solving the exchange and 

atmmt problema. 

2. The experience or the interwar period has demonstrated 
that neither the operation or the international gold standard nor 
the, independent action or national GOvernments will achieve workable 
exchanbe arrangements . The nineteenth century gold standard is too 
inflexible to allofl countries the independence or domestic action 
Which they now demand; and the policy, so widely followed in the 
thirties , or subordinatinG international considerations to freedom 
or action in the domestic sphere only served to contract international 
trade and, in the end, to make every country poorer . 

3. In the field or investment, the last twenty-five years 
have •hewn the need for international action. While international 
investment did reach a substantial volume during the twenties, the 
investment was in many cases ill-advised ; rates or interest wore high 
and many countries resorted to borrowing in order to balance their 
international accounts without increasing their productive capacity. 
The collapse or the thirties brought repudiation, deflation or 
depreciation, and many borrowers and lenders resolved to eschew the 
dubious benefits of international investment in the fUture. condi­
tions of foreign lending,muet be substantially improved if international 
investment ia &&sin to make its indispensable contribution to the 
prosperity of the world economy on whi ch, to a large degree, our own 
welfare depends. 

4. The proposed Monetary Fund provides a program for avoid­
i nb competitive currency depreoiation, the arbitrary and discriminatory 
control of forei&n exchange available to pay for current imports, the 
"freezing" or funds due for current transactions , and related forms 
or economic warfare. This is in Uno with the tunda!nental United 
States trade policy or free enterprise with a minimum or administrative 
interference, discrimination, bilateralism, and international"barter". 
The Dretton Woods aGreements are essential to keep tho door open tor 
lnter applicntion or this fundamental policy throUGh international 
ne0otiations dealing with tar1rr d1aoriminat1ona, "administrative 
protection•, import quotas, cartels , rew mator1al controls, etc. The 
olauaea in the nretton woods agreements whioh permit limited devaluation, 
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continued control ct capital movements, "rationing" in emergencies 
ot particular cu.rrenoios officially declared to be scarce, and a 
gradual removal rather than abrupt termination ot wartime currency 
and exchange controls are necessary mod1f1cat1ona for reaching tho 
fUndamental objectives. 

5, Tho propoead Dank tor Reconstruction and Devolopmont 
alma at increasing security of ~nternatlonal lending, not merely 
through the Bank's guarantee, but by making · the government ot the 
borrowing country directly responsible to the Bank. Since the Bank 
rQthor than any particular government is made the direct representa­
tive of creditors, the debtor oountry'e government can bs called 
upon to take responsibility without lose ot dignity or risk of oon.tliot. 

6 . Under the lbnetary Fund, barring outright repudiation 
ot debts by some debtor government , the risk ot financial lose 1a 
ven s1118ll. Uhder the Bank, the risk is somewhat greater, But under 
the Bank agroe11111nt, loans are to be safeguarded not only by the ecru­
tiny or the Bank but by authorizing each government to prevent ita 
currency trom being lent if 1 t thinks the transaction dangerous) and 
under the guarantee, all 10s8e8 are to be shared among all member 
countries in proportion to their subscriptions . The advantages ot 
the asrsements tar outweigh· tho financial risk incurred by the 
United States. 

( 7 . The aPOd will acquired by accepting the agreements, to-
gether with the influence the United States can legl~imately exert 
through its heavy voting power in the Fund and the Bank, w1ll be ot 
great advantage in the settlement or other international issues . 

G. Bretton Woods represents the first attempt or tho 
United Nations to reach agreement on vital economic issues. The 
present drafts could undoubtedly be improved ns regards details. • 
!)lt in view ot the tact that over 40 governments are involved and 
in view or tho complexity or the problem, tho extensive concessions 
made by others to the United States at Bretton Woods, and the ill 
will we would incur by insisting on reaorvationa, it is very doubt-
fUl whether a substantial agreement oould be reached at all or, it 
roached, whether in the end it would be a batter one , It the pre-
sent proposals were not ratified by tho leading countriee ot tho 
world, tho outlook tor genuine international collaboration in the 
economic f ield and oven tor world peace would be indeed gloOM1• 
It is therefore a matter or urgent necessity that tull support be 
&ivan to the agreements by the United Nations, 
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BRE'l'TOB WOODS 

Ylritten by Leo )4, Cherne for .Americana Unit ed tor Vlorld Orsania 
zation. Mr , Cherne is Executive Secretary of the Research 
Institute or America and Chairman of the New York Organizing 
Committee of Americans United. 

W*V ti-.U..Ht .. 

One bright afternoon not many months age a weird and 
unidentifiable sound filled the air over the English countryside, 
'l'o fo lk& inured to all of the gruesome sounds of war for five 
years, here was something new and more terrifying. Within a 
second or two the source of the sound came into view. That mys­
tery thing poured flame into the sky. In a few minutes it was to 
pour death over the English soil . 

That first day the folks in England didn't know what it 
waa, They weren' t sure where it came from nor how it flew. They 
bad no name for it , Their name even now is freq.t e ntly just 
"those things, " But in t hat first moment of so many doubts , one 
certainty crystallized. It was the certainty that they vtould 
find out what it vtas - how it worked - Where it came from , and -
moat impor t ant of all - though months or fruitless att empts and 
endless millions be spent in the process , the:y would l e arn how to 
stop it, 

There is one of the great ironies of the war. Dangers 
far greater than rocket bombs hang over our heads - but we pay 
them little attention. Take a phrase like "Currency S tabiliza­
tion. " No more people know what's in it than knew what was in 
the rocket plane . Yet i t•s much more deadly - and I mean just 
that. It will kill many more people. But because the threat 
isn't as clear as a flying b omb, there ' s no great excitement to 
find out l'lhat it's all a bout. 

It ' s not that no one 1s interested. One of the most im­
portant of the peace conferences of 'llorld Vlar II took place in 
Bretton Woods, New Hampshire. The diplomats at that conference 
took apart the rocket bomb called currenc:y stabilization, but no 
spectacular solutions are l ikely. 

It's unfortunate that unlike the rocket plane , the 
phraae "Currency Stabilization" makes no weird and frightening 
noise. 

I know of few outgrowths of this war that will have more 
ette ot on your joba, your savings, the entire environment in 
which you live - yes , even the safety of your children - than 
will be found in the actions taken b:y the governments or the 
world in connection with the international exchange of goods and 
the currency that is used tor that purpose. I am diacuaaing it 
becaue e ot the possibility that the cont~rence agreement reached 

Q thia IUIIIIDer at Bretton 1"/oods <~111 not be approved by Congress. 

¥ ... -
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~. oan see juat how that failure concerns you intimately 
it we think about someth1n& familiar to all or us - say, gasoline 
stations . I n the good old daya betore A, B and C cards , you may 
remember the pr i ce nara that some times a tar ted amorl8 aae a ta tiona 
in a commnity, one outfit down at t he crcssroads , hungr y for 
mora buainaaa , would cut h ia pri caa , Soon cars began to pull up 
at h11 pumps, passing other stations b;r. ' fell, those other eta­
tiona couldn't stand the pressure. The man up the road a piece 
cut h1a pri ces even lower t han the te l low at the eros eroada , 

. -

alld so it 11ent. Each a tat ion underou tt1nG the !riCes of another -
vti th a price war raging all thcugh that community. The consumer 
§Ot an accidental break during all this. But- there• a a big 
but," It carri ed on long enough, one or more of those. gaa s ta• 

t i ons would have to go out or buaineaa, Incidentally, his bank· 
ruptcy would mean that many lees jobs in the community - ao the 
collllll\lnit;r itself paid fer the price war , 

Exaotly the same kind ot thing can happen in t b& inter. 
nat i onal scene, and doea quite tre~uentl:r - i n the form of a 
country'• devaluation or ita money, But IYhen yau get an " Inter­
nati onal Price rlar,u the oonae~uencea can be very much more danger­
ous than the competition among tilling a tations. First of a ll, 
1natead of John Smith who employs two belpera , you•re dealing 11ith 
sovereign nati ons, each wi th millions ot mouths to teed , Beaidea, 
each nation has a military force that ma:r f i ght it the competition 
becomea too pai nful . or course , a gas station owner might set fire 
to hia competitor•• place if there weren• t laws agains t arson and a 
police for ce to compel compliance. But these curbs on drastic 
acti on- thaae restraints agai nst the anger of a competitor - don't 
exiat on the Internat i onal scene. Nor ia there the police force to 
curb the 'fiolatora it, ina tead ot juat fl'iCe cutti ng, they start 
u a1ng the club, 

And t hat• • where curreno:r atab1l111at1on c:Qmea in. Stripped 
or l~ o<~~~pl1 cation.t, it meana an international asreement about the 
nature o r monetary exchange be tween c ountries ao that the ooina or 
eacb can be relied on from month to month - pesos and trance, 
pounda, sterling and rupees, dollars, drachmae and rubles, or what 
ho.ve you, 

Unleaa there is a definite• aet relation that saya so 
man:r ot one unit ot money h I'IOr th ao much of any other - in ierma, 
ft:lr example of the Amer ican dollar - unleae you have t ho.t unde'r• 
standing, nobody buying or selling in international trade woul4 
ever know nhere he stands, \'that he ' • paying for a shipment ot · 
rubber or ~~t ~e • s getti ng tor th~ export of a Parloac1 or type• 
1'7!'1tera trom tbe Un.ited States , 

It's aa it a country grocer ware farced ~9 l et h~e 
ouatomera deci de wha t they'd uae tor 110ney, SoN 'o.t hia C\lt~oll8ra 

¥ ... -
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might offer him nickels , othersppigs , and still others buttons . 
That poor grocer ' s problem would be further complicated if the 
customer could also decide how much the button he was using 
for money was worth. or how many hairpins it would take to buy 
a twenty- cent can of Crisco. 

Actually, this i sn't an exasserated picture . A sov­
ereign nation can change the value of its currency l'lbenever it 
pleases. The united Sta tes f ar example , did so during the 
depression years when it devalued the dollar , 

Here's how it happens , 

Let's take the case of a country that booms or bus ts 
as a result of the success or failure of one major crop, In a 
good year that country exports a substantial portion of i ts crop. 
V/ith the money - the foreign exchange tha t 1t receives - it buys 
t r actors from the United States , clothing from England , shoos 
from Czechoslovakia . 

But suppose, as happens too fre~ eo~ly, either drought 
or excess rain spoils that one crop. The country has much less 
to export. Not only is there no money at home for t he farmers 
and the merchants of that country, but it doesn't buy as much 
from other countries. 1"/hich means those countries don• t sell aa 
much, and consequently aren't as prosperous as they would other­
l?i se be. 

In tho anxiety to keep up some foreign credit, those 
depressed countries will do many things. Germany ~ithin the last 
fifteen years gave us outstanding examples of •mat can happen, 
Germany, for instance, s tarted playing around wi th a new kind of 
money - that we call "Blocked Currency." Blocked Cur rency is 
like a department store gift certificate. That certificate isn't 
negotiable. It can only be used to buy the merchandise of that 
department store , The blocked marks which were circulated in 
South America, for example, - and even in this country - before 
the war, made it impossible for the importer who held them to 
buy any other than German merchandise 11ith those marks , 

!low, if you're gi ven a gift cer tlfcate for Christus, 
fine - but why should anybody buy blocked marks? 'rbe reason 1s 
s imple, Germany promised that every mark would be 11orth a mark 
and a half in goods . It• s as though you were getti ng a dollar and 
a half worth of merchandi se for every dollar you spend. Buy from 
us and we•ll give you a real discount is the cry of those de­
pressed countries beginning their currency war , 

The hitch in the deal , though, is that you have to rely 

... -
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on that oountro:r to r edeem ita promiae. Balkan oountr'iee, t'or 

example, that were compelled to take pilea ot' German blocked 
marks , received endless shipments ot' aspirin - more aspirin 

protlabl:r than all the Balkan beadaobea could re~uire tor :rears to 

coll8. And there are plent:r of Balkan headache a. 

Another practice is to ship sooda that are ahodd:r or 

traudulentl:r priced in exchange tor the blocked marks. The bu:r­
er•a stuck. Those a r e tho ¥fl goods be can bu:r With lhe blocked 

mone:r. If be doean•t l ike - too bad . 

It'• aa though :rou paid ~10 t'or a $10 gift certificate 

and were promiaed a $10 hat tor i t. But when :rou redeemed it :rou 

got a $2 .95 bat that bad been marked up to ~10. A department 
store that did that would probabl:r lose ita customers prett:r faat. 

In international trade, though, it'a not that Simple . Bri ber:r of 

importan t diploaatic contacta U one wa:r of ke epiag customers, 

even though the:r•re being cheated. The threat ot tbr oe is 
another. And probabl:r moat important of all is tbe t'aot that the 

countr:r doing the buzi ag bas etut't' ot' ita own to unload that it 
can't dispose of except under these deadl:r competiti ve arrange­

menta. 

The important implication behi nd all ot'lhia is tied ver:r 

intilllatel:r into the war we're fighting now. It becomes immedi­
atel:r apparent, fer example, that there's no posaibilit:r of an:r 

oountr:r being ~une from the economic diseases that afflict 
another countr;r. The currenc:r that a countr:r usee in its i nter­

national tr'ade 1s jua t one of the means b:r which purel:r dolll8stic 
diseases in one ccuntr:r spread to other countries . It's not 

accidental that t he depression bit all countries in the earl:r 
:so•s . Even tbough tha internal conditions in each ot' those 
countries were a tr'ik1ngl:r dit't'er ent, the epidemic spread, and 

there waa no anti-toxin against it. 

There•• the real danger. The tempta tion u ver:r great 

tor a&A1 oountroiea to use war aa an anti-toxin to depression. 
Otten tbie ian•t done oonaoi oual;r. You merel:r start with the 
kinds of curreno:r wartare that I've been diacuaa~qg, On 1t1 

heels inavitabl:r coll81 diplo-t1c warfare, aDS tho pow~:~t t:~t 

auepiciona and bitterness among nations, and f inall:r the spark • 

the inci dent • and war is again wi th us. 

The p urpose ot the Bretton Woods Cont'erence in New 
Heape hire wu to preYent that hapPe nipa ~&a1n. In a planet tilled 

with nations ot' \Ulequal atr'ength and une~ual wealth and lrpaparit:r 

the onl:r buio cure 1a an apeement not to engage in ourrenc:r war­

tare. That's the real meaning of ourreno:r atab1l1zat1on. 
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But, it Rutttania, for ex&mple, is to give up its right 
to suddenr:;-cut the value of its rupees in half, that mythical 
kingdo~ woUld do so at a sacrifice of some of ita own indepen­
dence - of its sovereign right to do as it pleases. And that's 
the fly in the ointment that will be up in Congress real soon. 
"Independence 1 " or "Sovereignty" as it. is called in the language 
of the diplomats . 

Stripped of its legal definitions (and its significance 
in international law) sovereignty merely means the power of any 
nation to act with complete independence on any questions without 
being required to consult Yli th other na tiona or to hesitate be­
cause of the interest of other nations. A completely sovereign 
nation is one that is its own boss in the world with no inter­
ference from any outside source. 

An agreement outlawing the use of poison gas is a whit­
-tling down of the sovereignty of each of the nations that agree. 
An international mechanism for the control of the sale of opium 
such as has existed for the last generation is an invasion of 
sovereignty. 

Now, Ruritania - or the United states - is not going to 
give up ita sovereignty for nothing. It would agree to do eo 
only if it were compelled to, or if it were given a real guaran­
tee of financial and ecenomic stability. 

Well, what's the price that was offered at the monetary 
conference? The price is the monetary stabilization fund you've 
been hearing so much abo"ut lately. · It 1s quite simple. The 
various countries would contribute a certain amount ot money to 
the central fund, Then if a country like the one that got into 
trouble with its main crop lost its fc:reign credits, it could 
go to this fund fr!t' a loan that would make it possible t" con­
tinue buying foreign goods . 

Obviously, countries that are weak economically would 
be willing to give up some "sovereignty" in return for that 
privilege, They stand to gain very directly by it. How about 
the Un1 ted States though? 

We insist with great logic that wears the 't!Orld's most 
iJIIPortant creditor l'lltion, that the world O\Yes ua - not we tbll 
world. That we own most of the world's gold, that we normally 
buy from abroad much less than we sell. And there are many who 
will insist that any monetary stabilization plan will demand of 
the United States that u e pay more in cash than we shall receive 
in cash, You will hear it said, ani ccrrectly, that our sov­
ereignty will be Whittled down to provide economic stability and 
currency security to France and Iran and Tibet and England. And 

-
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that '• all true. But equally true is the tact that without t he 
cooperation that i s known as a eaeritice or sovereignty , the 
financial and economic war will start again before the s1110ke ia 
se ttled on the battelf ields . The depression-ridden countriea will 
once more sharpen t he i r knives on the grindstone or their local 
dollar sign. And before long , economic ard financial rivalr1 will 
again build the co~~~petitive blocs of nations 1'/hich have alwaJS l ed 
to war i n the past . 

The conference at Bretton Woods was the first of the peace 
conferences of '.'lor ld War II . If it fails to be accepted by the 
United States , the peace itself haa been deadlocked. Victor1 on 
the battle fields wi ll not solve these questions . It will take a 
1110re int ricate and difficult victor1 in our nation's capital. 

• 
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Bretton W oods Monetary Conference­
Plans atJd .Achievements • 

BY ELEANOR LANSING DULLES 

THE Aow of goods from country to country is in­
evitably dependent on on international price Struc­
ture which makes it possible to buy and scU_ Prices 
hove always ~n di1<urbed by wars, but never 
before has there been such a complete breakdown 
of the system of price int<rrdatioosbips_ The more 
imporunt exchange markets hove ~n completely 
isolated from each orher- It is impossible for any 
one to say what is the true value of the money of 
one country in terms of :mother. No one knows 
wh:n the Danish crown, the German mark or other 
belligerent currencies arc worth, dthcr in terms of 
international goods, gold, or dollars, or pounds. 
It will be necessary for each country to set a rate of 
exchange as a basis for doing business, but even 
though these rates arc regarded as valid or near to 
their true value, every one knows that they will be 
set to some extent as a matter oi guesswork and be­
co use of the necessity for a basis for trade in urgent­
ly needed goods. The extent to which the rates set 
nrc 11right" and can be maintained during the 
critical period of early post-war adjustment, as 
well as the extent to which readjustment of rates 
which arc too high or too low can be made with­
out occasioning serious disturbance, will depend 
on consultation bet-wctn n:nions as wdl as on co-­
operation of a very critial nature. Never sino:: 
world trade has become highly devdopcd has there 
been such a complete tearing down of the economic 
netWOrk of prices and never, perhaps, will there be 
so much need for joint action in reconstrUCting 
international financial rtl:atiom. 

There arc, then, two different but extremely 
pressing needs. First, we need a basi• for the inter­
change of goods and the short·tcrm financing 
which is tied up with the poymcnt on current ac­
counts and the mu.ltilatcral exchange of funds. 
Exports of food, clothing, machinery and other 
similor commodities eannor go from the United 
St2tes to Europe or, in fact, cannot Aow thr®gb 
any of the usual c.hannds oi trade in any volume 
unless they can be paid for in stable currencies_ It 

is true that relief such as that which might be pro­
vided through UNRRA can be 13rgdy indepen­
dent of exchange values, but ordinary commerce 
r<quircs predictable exchange rates. 

Second, we need the long.fcrrn financing essen­
tial to the transfer of capital goods from countries 
with Iorge produetivc capacity to thooc in need 
of reconstruction. Devastated industrial plants, 
public utilities, mnsporlat.ion systems, o.nd cities 
connot be rehabilitated promptly unle.u critical SUJ>' 

plies ore advanced in time to stimuiatc energetic 
reconstruction. Similarly, the potentialities of back­
ward notions might be long delayed if they have 
to wait on the revival of capital markets, which 
have ~n seriously crippled by the destruction of 
wor as well as by the financial restrictions of the 
pre-w>r perioct Another factor is undoubtedly the 
lasting c.ffccu of past defaults on debt payments on 
capital markets calling for measures which will 
help restore confidence_ 

BASIC OIJI!C'tJVf.S OP rnE FU ND AND nit BANK 

Because of the needs outlined above, plans ~ 
the International Monetary Fund and the lntW 
national Dank for Reconstruction and Dcvd oi>' 
ment 1 have been designed as major foundation 
.stones in the pos:t-wM structure of international 
rdotions. Before considering spcciol ospecu of the 
problems raised, it is weU to set down the purposes 
><c<pted as guiding principl<~. 

The purposes oi the Fund arc: (1) To promote 
international monetary cooperation; (2) To facil­
itotc the balanced growth of international trade; 
(3) To promote exchange stability and orderly ex­
cha nge arrangements; (4) To assist in the estab­
lishment of a multilateral system of payments; 
(5) To give confidence by making available lbc 
Fund's resources; and (6) To shoncn the dumion 
and lessen the degree of disequilibrium in the 
•. For tnt ol lh< artidcs of. qrttmtat of the: &auuaatioul 
MMortup Fund, ttt /\',.., Ycw,t Ti•n, Ju.lt 2J, t~c; of tM: 
latn'NtJOCUl &ok Eo. ~ ud Oc•dormaat, .W., 
}IIIJ ,_.,, 19<~1 · 
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tltance of paymcnu. lending power foe developing backward areu.l 

While some differences oi opinion may cmt u The moot serious attempt to achieve some: oi the 

to the relocive importoncc of these. aims, it is dear oims set fonh at Bretton Woods for the Fund and 

from the m~chinery which has been outlined as the Bank wos developed os a I"I:Sult oi the Young 

the means of furthering these ends that the devel- Plan Conference in Poris in •9'9· This conference 

opment of a stable, orderly, and dependable system held its ~rst session on Februory 11, 1919. After 

of exchange rates was paramount in the minds of many weeks of negotiation, and considcra<ion of 

those who shoped these plans and of the govern· various plans foe srttling the reparation question, 

ment representatives who remolded them to be it was decided to establish a special institution 

consistent with their national aim>. ealled the Bonk for lnternotional Seuleme.nu. 

The purposes of the Bonk are: (t) To assist in Many of the proponents of theJ< plans hoped to 

reconstruction and development of tcrTitories of make the founding of the Bank the oecasion for 

members by facili12ting the investment of eapiral providing large credits which would aid the exporu 

for productive purposes; (2) To promote private of many lands and facilitate the payment of all 

foreign investment by guarantees and participation debts, including those for rcparotion. 

and, when private capital is not available on rcason· At the time when the Bonk was being developed 

able. terms, to supplement it by providing out of its there was, however, growing uneasiness in some 

own resources; (3) To promote the long-rongc quarters over the amount of foreign ereditJ which 

balanced growth of international trade; (4) To had already b«n issued, ond feor cooccming the 

arrongc for loans so thot the more urgent projects possibilities oi repayment. International ~noncial 

will be dealt with lint; and (5) To conduct it• consul12rions were informol. Although central 

operations with due regard to assi!ling rronsition bankers had formed a habit of conferring together 

from war to pcacctimc economy. nt irregular intervals, they could not bind their gov· 

These objectives ore obviou;)y closely rebted to crnmentJ to act in acoordance with any fixed plan. 

those of tbc Fund. Thus it is apparent that, in the Bccousc of the doubts and uncertainties which eli­

opinion of the originators of the proposols, one vided economic opinion before the world dcpres­

~.stitution can hardly Rourish without the other sian, the conservatives won out in the Puis dis. 

llll'd that, if there is • fnilure in the effort to cussions of t92!h and the Bonk for lnternotionoJ 

mauguratc either, the other wlll be subject to seri· Sett1cmcnts was given limited functions on the 

ous ond possibly intolerable Strains.' theory that, with eXperience, it could expand both 
While the Bretton Woods program is bold and its membership and its activities. 

venturesome in thot it ottcmpu to develop finan. 
cill cooperation on an international scale and on 
the basis of binding commitments, the detail with 
which the plan is clnborated, and the extent to 
which all participating ~rcsen10tivcs agreed to 
the final droft both in itJ br-oQd outlines and in iu 
specific provisions, give some indicotion of their 
belief that the program is • practical one. 

R•duccd to the simplest terms, the Fund project 
tries to knit wgether n:uions much !lS states or 
provinces within • country are bound together by 
a single price structure and a money which is &ccly 
interchangeable. The Bank project is a arcfully 
guarded plan to permit • limited amount of pool­
ing of capital resources so thot production may re· 
vivc throughout member nations. 

EA.JJ.Y PLAN"S FOa J:NTII.HAnONAL IANU 

Many schemes for intcrnationallinoncial eoopcn. 
tion have been developed in the pu~ Some of these 
have stressed the idea of an internationol monerary 
u.nit to facilitate the Bow of goods between COUO· 

tries, ot.hcrs cmphosited the usc of internotional 

• . Stc,.. 146. 

n-rt BANK FOI. IN'TUNAnONAl. SI'ITL.I.M.Lvrl 

The Bonk (or lntcrnotionol Settlements, as 
founded in 1930 with headquoners in Basic, Switzr 
erland, was tied closely to the gold standard, was 
unoble to Crt;ltc credit, and was based on mem­
bership. at the outJct, oi the seven principal found­
ing countries, with the United States refusing to 
participote. 

The directors, meeting as scheduled and eonsid· 
<ring the &omcwork laid down for them, were 
conscious oi the restrictions ploecd upon them with 
respect to exchongc and credit operation. They ~ 
cided to adapt a policy which virtually excluded 
exchange risks, a.nd limited the type of ""'urity in 
wb.ich itJ funds were placed to those of a highly 
liquid character. They chose to develop the new 

institution coutiously, and with u much economic 
•grcement among itJ mcmben u possible. 

During its first year the Bank foe lntunotional 
Seulcrncnts w:tl able to perform a number of ad-

J. Soc v.a- ......... Dulko, Tk a..~ f., touroMJ...J 
SnJlnw..u M W-t (~York, MlaftiU..O. l9!J), PP. 14•17• 
Soc aloo P.al EWe, Tk a...t /or t•......,;.MI ~ 
(New York, W""""lu, 19JO). 
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vioory fuoctions, to assiJt in achange JUbiliza<ioo, fore wa• rife; and (7) lu leadcnhip wu cautio .. 
and to pbce its fund. in 1uch a way a. to :wist and tentative, rathcz than bold and determined. It 
the money markcu of JOme of the weaker members. could not take any aggressive steps to counter the 
A number of countries joined the Bank and iu sw«p of the dcprwion which overwhelmed it be­
contact~ expanded among both members and non· fore it wa1 fully established. The most ltriking 
mem.bers. lu development, while slow, was bwi- sign of complete loss of faith in the plan initiated 
ncssllkc, and waa not challenged by the financial at Paris in 1929 and in the Bank was the desire for 
authorities of any country. It labored under the iu liquidation ex.prcsscd in '9« •t Bretton Wood. 
handicap of its war heritage and was referred to and elsewhere.' 
frequently u a "reparation hank," but it managed 
tO create a OOn•political atmoSphere in its meetings. FTHAHCIAL A8NOI.W.A.LITIES O"F ml PU•WU D1CADB 

It bocame not only a hankers' dub for those who The period between 1931 and the outbreak ol 
were OCCUJtomcd to domin.ue large 6.nancial ceo- World War II was characterized by comprcbcn­
tcrs but at.o a place of con1ultation for rcprcscnta- sive and almost universal restrietion.s on exchange 
tives of the newer and weaker central banks. rran.saction•, by multiple currency practices, by ceo-

Political and economic disaster were destined to nomic warforc, and by a control of international 
overwhelm the new Bank before it had completed rrade designed ro support government-dominated 
two years of operation, at the very time wbeo it progr•ms of production and, in the case o{ Ger­
was plano.ing to develop a more active role in the many, rearmament. 
~elds of exchange ~tabilization and of gold clear- The degree of ~tability of exchange rates which 
tog, and waa maturing its policies with regard to prevailed was the result of special and brgely na­
s.bon·tcrm ercclirs. The closing of the Kreclit- tionalill.ic measures. There were, however, a num­
Anstalt in AustrU, and the aubocquent freezing of ber of exchange agrecmeou, notably the T ripartitc 
European crcdiu, led to 6nancial collapse and Agreement of 19j6, which represented an attempt 
ab.andonment of the gold !tllndord in England. by the United States, Britain and France to arrange 

From September '93' on-nd ofter the coming for the interchongc of funds at stable rates. It was 
to power of Hitler, and the development of Nazi inevitable that large idle balances should accum­
economic restrictions and techniques which had ulate in • few centers, notobly Lo. ndon and Ne'liiO:'l 
a cont2gious inJiucncc over nil world trade-U>e York, and thot with the outbreak o{ the war th .... 

position of the Bank for International Settlements balonces ahould be frozen. Thus the difficulties 
became hopei= While efforts were made to keep which became con•picuous in 1931 proved inereu­
the inltitu<ion alive, iu activities were reduced to ingly disturbing to trade and investment, and the 
those: of a minor agency for replacing limited world of international 6nancc was broken up into 
credits in a few European markcu, holding gold ~ Rries of compartment.~ with little poaibitity ol 
for oome of iu mcmbcn, and for advice and com- •nterchange. The very .....,... of world economic 
muniClltiooJ. Theo, after the confused and frc. relations was destroyed, and what was left wa. a 
qucotly mi•understood episode of the tran.sfer of confusion which it will be diJiicult to end after the 
gold tbrougb the Bank for International Settle- wor even under the very best circumstances. 
ments from the Bank of England to the German- OR 
dominoted Czech institution, it lost virtually all its !GIN OF THE BRETTON WOODS PLAN 

non-Axis support. The Bretton Woods plan, with its two-sided ap-

h is c.sJCntial, for a correct appraisal of the fu· proach to the financial problem, had • number of 
ture, to note some rcason.s why the Bank effort forerunners o{ varying signifiCllnee for the pro­
foiled and to undcncorc the difference in the ap- posals ultimately ado~ed. There were proposals 
proacb to the problem of international finanCe by Professor Milhaud and Lord Keynes' in the 
which it represented and that envwgcd in Bretton early thirties, as well as numerous other plaru be­
Woods plans: (t) The Bank for International f~>re and after the Paris conference which gave 
Settlements had its origin in the hotly contested fiR to the Bank for International ScttlcrncniS. 
problem of reparation; (2) Our government was !here was a proposal by Hubert Feis for a pool· 
not a participant; (3) The Bank had neither •ng. of funds to finance foreign trade." There were 
the authority nor the resources to stabilize ex- vanous converoations and articles regarding the 

chongcs; (4) It was the agent of central banks of •· See Fl••l A<t, J•lt u, '9"· p. ,,, 

mt,mbets. and was not fully aupporttd by their ca. Eda11 Mdhaud, 1.11 Compe,ttiJio, lhtuhl, (Pa.rit, t9.U)· 
governments; (5) Its funds were limited; (6) It •· "'Yllc Me••• 10 P....,.n.,. .. (Lood ... , Mocmillao, •9JJ). 

was developed in a decade when economic war- "" """'" Pel, ·~Trod. Altd U.. War," l\orti1•.a 
1161irt (New York), juuary 1942- • 
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a •tuce of the techniques wed in the stabiliution .ome later d>te by goods flowing in the opposiu 
~nds and their possible extension. In a very real direction "' imports. The central bank of e>cb ex­

sense, however, tht Keynes and White Plans of porting country could pay for the goods shipped 
1942 were innovations and must be considered as from the country, and the central bank of each 
distinct steps forward as compared with these early importing country could collect the cost of the 
beginnings. T o a considerable extent, their early 1:oods from the purchaser. The limits to the 
(ormubtions were distinclt and their oppearancc amount of imports to be financed in this way 
at approximately the some time a reflection of would be set on the basis of a formula for quotas 
general owucncss of the urgency of the problem. for members, the total thus cstoblished to be ap-

ln London there were, in t?4t and '!»' par· proximotcly equivalent to exports plus imports. 
ticularly, discussions o( the Sc.hucnochcr Plan for a Rough calculotioos as to tht omount of •bon-term 
pooled clearing. Me>nwhile, in Washington the credit which might be extended on this basis varied 
first droft of the White Plan had been mode from 25 to JO million dollars upward as a total. 
available on a restricted basis in the spring of t!»'· All accounts would be carried in b<Jncor, • moo­
Thus, from the early .summer of that year and until ctnry unit, which was to have n fix~ value in 
the Bretton Woods Conference, increasing num- terms of gold. The mtmbers would tic their cur­
hers of fina.nci31 economists and others were oc- rcncies to this unit at a const:mt rate, varying it 
cupied with consideration o£ the two approachc.s to only under prescribed cc.nditions. 

fin~nce ~nd international economic measures, and The White Plan, while designed to meet the 
wc.re conc;crned with arriving at a common basis s:ame b3sic needs, differed substa:ntially in tbc 
for oction. This common basis loter took the form means to be provided. The Fund was to be based 
of the Joint Statement of April 21, •?44-6 on contributions in gold and national currencies 

The Joint Statement covered only the Fund plan totoling S5 billion (later raised to $8.8 billion). The 
for current aceo,nt tronsactions and did not in- resources thus tonstituted would provide a varitty 
cluJe longcr-tc'rm linoncing. The Whitt Plan of of currencies, and would be avoilablt to member 
e>rly •!»> had been presented in two ports. The countries in a ratio torresponding to their contribu­
first covered short-term finoncing, and the second tion. The White proposal, therefore, constituted a 

'-'rovidcd for a -Eank for Reconstruction and De- limited pooling of 3$$CtS while granting a certain 

~clopment of the United and Associated Nations. amount o£ drawing power for sculementS on in· 
The Keynes Pion, while not dc.signed primarily to ternotional account. Fund actounts were to be 
beilitote capit'3.1 transactions,' hgd considerable carried in terms of a monetary unit to be known 
"""PC and Aexibility by means o( the overdraft prin- as unitu. The original version o£ the Fund also 
ciplc, and within iiS fromcwork could hove per- contained 3 provision for gradual liquidation of 
miued the extension of credits which would not blocked balances, which was omitted in the bter 
have been repaid for • considcroble period. The stages of discussion. 
publication of the Joint State.mcnt, issued in both Thus, while the two pions differed from each 
London and New York, thu• marked the end of other in a number of respects, the diltcrenccs have 
the first stage of preparotion for the Bretton Woods little more tban academic interc.st now, becousc 
program and the bringing together of the two both have been Jubjcct to considerable revision. In 
projectS. summary, the Keynes Plan seemed to be more flex-

ible and simpler in operAtion, but of too novel and 
ombitious a character to win suppon. The White 
P!an, calling for contributions in gold, wu more 
restricted, and in its first droft appcored inadcquote 
to mtct post·wor financial stnins. The proceducc 
by which the two were merged has toruidcrable 
interest in conn«tion with the achievement of ceo­
nomic tolloboration in other fields.. 

nn KIYNE.S AND WH:In PLANS 

Before considering the later development of these 
plans, funhcr comment on the conversations I» 
tw<cn experts is necessary. Both the se><aUed White 
Pion, issued by Dr. H>r• y White of the Treasury, 
and the plan prepared by Lord Keynes were pre­
sented tc.ntativcly and without definite offic~l sup­
port. The Keynes Pion, being in mooy respects the 
simpler ond more attroctivc, provided a de>ring 
in which the credits orising from exports could 
be held in suspense and theoretically liquidated at 

6. S« p. 141. 
..:· Sa: llf.ltf'Niioul Clurit~.t U•lo• (Ntw York. Britiab lo· 
W'ormaUon ScrYkt, April I, 194J), p. tl. 

n-r& CONVWATIONS OF 1943 

After publication of the British and American 
pions in '?43• torrespondencc with a number of 
governments informed them that an ottempt would 
be made to explore funhtr the technical possibil· 
ities of an international financial action. A$ a result 

• 
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of these communicatio.u, a scrica of informal meet· 
ings of technical experts were held in Wa.thing· 
ton in june '9U and btcr. Expuu ol seventeen 
countrie .. took part in thcac converl'ltiOJU. QuC$­
tions and answers revealed thdr concern over a 
number of pointo-sucb .. the willingness of coun· 
tries to contribute gold, lear of unlimited inBation, 
the •pccial need. of occupied oounttics, apprchen· 
sion lest international poUcica should force dc:fb· 
tion on any country, insistent emphasis on the im~ 
portancc of the creditor country, and the desir· 
ability of avoiding dcllationary mcasura initiated 
to exact payment from the debtor. 

Shortly ofter the conclu.ion of these multilateral 
convtrl'ltions • new draft of the White Pbn wu 
issued, doted july 10, t913· This draft embodied 
rome of the results of the experts' suggestions, and 
was in lact closer to the Keynes proposal. Soon mer this plan WO$ mode ovoiloblc, Amcricon CX· 
peru tmt in successive bilateral coovcrs;1tions with 
the c:xperts of Brit2.in, Russia and other nations. 
Conversations with the British w<rc long and 
scorching, and led to a number of inquiries of 
financial authorities in London and elscwhue. 
After a ~tries of mo:tings, the points of agrttme<n 
and of diffcrcncc between the Americans and Brit· 
ish were summarized in an informal document. 
The points of agreement were then scrutinized and 
discussed for a period of months, ond notes of an 
informal choractcr were exchanged on the un­
settled problems. 9 The ruult was the publication, 
on April 2t, t944> of a )oint Statement by Expuu 
on the Establishment of an International Monetary 
Fund of the United and Associated Nations. This 
document, together with that of July 10, t943, were 
basic materials for the finol plan. 

During these discussions it wos understood that, 
although the Fund wu carried along in advance 
of the Bank, every effOrt would be made to brins 
forward an acceptable proposal on a combination 
of institutions aimed to provide for short· and long· 
term 6nanciog in a coordinated fashion. Thus, a 
considenble mcosure of agreement hod bttn 
reached before the spring of t91+ 
PLAN$ F0a tHE BUTTON WOODS CONI'!:UNCI 

Invitations for an international monetary con­
ference were issued by the United States to forty· 
four governments, ..king them to ~tnd rcpr=· 
t2tivcs to consider the iruritution of a Fund and 
a. ~m. Btuil. Cauda;, ChiAa, ~alda, ~. 
EaJpc. Fraocc, Luxc:mburr, Nethc:r-IUICb, Norway, Paraguay, 
Phi.Upplntt, Pol~nd. Uniltd Kingdom, United Stltn and Vcn• 
czuda. 
9 ~fcttnec tbould bt made 1IJO to lhe Cu.'ladian pbn madt 
.~lc ln 19-fJ• whitb wu l.n a K:Ote a cocnprom* berwec_:o 
doc l(qMt .... wm.. pluo. n. .. ,..... ckl..dloa .. ......s 
• ......,...; .. -. .. doc ....... ROdcnalloc • 

. . 

a Bank. The rcapoo.sc made possible the colling W 
the confercocc in Bretton Woods, New Hampshire, 
on July '• •944· For a little over two weeks before 
the formal meeting, financial cxpuu of most of 
the invited government$ met in Atlantic City to 
prepore draft documents for submission to the 
ronfcrcnce. 10 

THE BRE'ITON WOODS CONFERENCE 
Forty..-four nat.ions scot their rcprescnlatives and 

experts to the conference, many of them traveling 
thousands of mile• to be praent." Thue were also 
some seven or eight hundred delegates, advi~tn 
ond tcchnicUns. The conference convened at • 
plenory mcctiog on July 1 and dosed iu JCSsions 
on July 12 with the signing of the Final Act, which 
outlined the proceedings and included the details 
of agro:ment that were to be placed before the 
various govunmerus. Tbe p1cnary sessions were 
open to the press, and there wu fairly full report· 
ing not only of the public sessions but alro of some 
of the less formal discussions. 

The conference at the outset elected Secretary 
Henry Morgcothau, Jr, president of the conler· 
ence and set up three main commissions. Other 
leading olliccrs included: Commission I, H>rry 
White, Chairman, considering the Fund; Com· 
minion II, Lord Keynes, Chairman, considerinlii:ltt 
the Bank; Commission III, Eduardo Suorez (M<>W' 
ico), Chairman, considering oc.hcr means of inter· 
national financial cooperation. The two moin com· 
missions set up four commiuees on: Purposes and 
Policies; Operations; Organization ond Manage· 
mcnt; and Form and Status. The various commit· 
tCC$ of Commission I met continuously over a 
period of ten doys in ord<r to make as rapid prog· 
rcss OJ possible with the provisions of the Fund. 
The voriou. ankles of the document of July 1 were 
divided :unong the committees as the agenda for 
their work. Meanwhile, the draft document on the 
Bank, dated July tO, was prepared and put before 
the confuencc. Thus, Commission II began iu 
ICSSions somewhat btcr than Commission I and 
proceeded along much the some plan. 
10. O"utir:m1 •11l A IIlN-WI Oil t4~ F,.wJ: a &imi.l<lr docutncnl 
on du~ Bank (not •vallable until July ao)l and Pr~limin•ry Dtwft o/ Sut~nttd Artkltt o/ Avumnll /or 141 I!Jt•hiUAmetlt of , .. 
lt"""',-o~tal Motttlllrl F~t.flti,Ju.ly 1, 
u. Au~ Bt.ltiwn, Boli•ia. BtnU, Cauda., Chik, Qili&a, 
ColomN. eo... lll<e. Oobo, ~t;., DoMioiwo a.. 
pulllic, E'.cwd«, Em><, E1 Sal....tor, Elb.op;., doc F-b Dtle­
l•don, Greece. Gu.attmaJa. HUti, Honduras. lcd.and, lDd:ia. 
fun, Iraq, Liberia., Lu•c:mburg, Mulco, Nrthcrb.nds, Ne• 
ZtalaDd, N"Ka.N.gUa, Norway, Panama, Pan,ruay, Pma, Philip­
pine Commonwnlth, Pollnd, Union o( South Aftia, Untoo 
o( So•id Sod&U.t Rtp~o~blks, UAiud Klft&dom, Uo.itLd Sutft 
ol Am<rice, UN ... ,, V....,..U, ud Yupb.U. Br ,...UJ 
iA•tt.boa, cbc l>aJWb JCltliittt WSJ la~tcd 10 :aucoct tiK ~. ""- .. hU .,..._. .. .,..;.,. • 
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~ POI~"n OP COS'n.OYUSY Wlnl I.E.SPI.CT TO f UND 

It W:IS •pparcnt corly in the con£ttcoce that a 
number of questions were bound to be critical to 
the :utainmtm of a common :agreanent with rc· 
>peel to the Fund. These rcloted mainly to the fol· 
lowing questions: (•) The amount o( each coun· 
try's gold contribution to the Fund; (2) The mnn· 
ncr in which the par value of its currency would be 
fixed; (3) The conditions under which the ex· 
change volue of the currency could be altered; 
(4) The quotas, and control and voting which 
would be provided for; (5) The extent to which 
restrictions on trade and finance would be per· 
mined; and (6) The manner in which multilate.rul 
exchange could be attained. There was also con· 
siderable diseuuion with regard to the location of 
the Bank, and where gold would be held. 

Re>e:tvalions were made on some aspects o( aU 
the .. points and other lesser points, but it was 
agreed that reservations on the Fund need not be 
embodied in the Final Act but merely incorporated 
in the minutes. Thus, they constituted precaution· 
ory statements and did no< become in any sen>e: 
amendments or modifiC>tions of the plan itself. On 
oll1he moin provisions as modified during the COO· 
!ercncc there W3.S unanimous agreement-a degree 
of unanimity surpassing che most optimistic cx-

\O pectations of the experts. 

JILACB OP COlD lN Tlfl FUND 

Much interest naturally surrounded the place of 
gold in the Fund, and the conditions and amounts 
of contributiom. The Fund plan hos been criticized 
in two m:1in r~p«u, the criticisms. being in con· 
Ria with .ach other. Some hove contended that 
the pion is too c.looely tied to gold and is a virtual 
attempt to restore the gold SW>dard. Others have 
argued that the Fund permits too much Re:xibility 
and too easy alteration in achange rates. 

The cour .. of deliberations at Bretton Woods 
thmws some light on these two opposing views. 
The keenest attention was directed to original gold 
contributions and also to later paymenu of gold 
acquisitions by members. The general attitude of 
most of the rcpresenmr.ives was that, while it w:u 
(or the general good to have a substantial amount 
of gold in the Fund, each country must aho hold 
gold outside and protect its reserves to the ma~i· 
mum possible extent. The desire to hove gold in 
the Fund was a unanimous recognition of its im­
portance as a means of multibteral (lQyrnents. 
The.re was, in fact, little indication of a desire 
to obandon gold as an instrument in international 
finaoce and a recogoition of its usefuloeso-always 

•'fl"'"ided the liokJ to gold would oct be excessivdy 

b1nding and uochaogcohle. 
There is little ioconsiJlency between this ottitucle 

toward gold and the desire to provide (or changes 
in the tJCchange rates between members. The fixing 
of initial par values was regarded as a very difficult 
t.ask. The unc:enaindes facing many countries were 
fully recognized, and the impossibility in the future 
of forcing d<nation to maimoin •n unduly high 
r:ue was urged as a major consideration. No dele­
E,~te showed any willingness to acecpt an iron· 
clad commitment to hold to a prescribed rotc if 
circumstances showed it prevented an internal pol· 
icy of public works, stimulation of cmploymem, or 
re:tdju.nment in che nacional interest. 

While gold was accepted as an instrument, there 
was unmiStakable evidence that the volue of a n•· 
t iona! currency in terms of gold could no< be held 
unchongeabl<. A recognition existed of the t<nta· 
t ive n3turc of the initial rates but no wide-open 
provision was made for largwcale changes. Rotes 
are no< coiled tentative. Changes must be notified 
10 the Fund and changes beyond 10 per cent eall 
for special procedures. It is to be presumed thot 
1he general safeguards and pr=utions, the condi­
tions surrounding recourse co the Fund, and the 
•vailability of exchange all serve as odded pro­
tections. 

NATIONAL QUOTAS 

The struggle over quotas, fully described in 1he 
press, was in fact somewb•t exoggerated. It was 
cleor that, once o scale was developed to limit the 
cxt<nt to which each country might draw on 1he 
Fund, th<re would be an effort on the port of most 
countries to improve thor positions. It was well 
reeognized in most cases, bowever, th>t substantial 
chonges in the position o( any country altered its 
posi1ion in comparison with other countries, and 
thot from this point of view changes could not be 
made 10 the benefit of aU. Thus, the maneuvering 
thot did take plaoc with respect to each oountry's 
share must be regarded as more political than ~ 
nomic in charac:-er. 

In the original drafts th<re had been attempts 
to base quotns on objective economic criteria. In the 
Fund the first plan bod been to use national in· 
come as a controlling index. In the Keynes Plan 
foreign trade had been similarly u>ed. After d is­
cus5ions with various countries it developed thot 
both these factors, os well as .. veral others, were 
relevan1. Attempts wore then mode to combine 
JC:Verol economic indices, but the result was con· 
fUJC:d and somewhat unsotisf:actory. In the <nd, 
therefore, oonsidcration was given to a number 
o( economic factors, and the oomposite reoult wu 
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the bolis for n<goc:iation-:o buit admiuedly dilli­
cult to defend on a purely •eadcmic bosis. While 
many continue to hope: that an automatic standard 
can be appliedJ it is clear dun in a period of such 
far·reaching change, the pa.st situation of no coun· 
try could be token os on obsolute guide to ils fu­
ture circumstances. A Fund designed to chongc 
conditions nnd improve the position p:.nicularly 
of some of the weaker countries could scorccly be 
tied to prt-w>r conditions even i£ absolutely reli­
able iUtistia were available.. 

Thus, although there w•s considerable discwsion 
of quotos at Brcnon Woods, the difficulties in this 
resJ>cC't were somewhat more apparent than real, 
even though quotas will determine the controlling 
interest in the: Fund as well as 1he use of its nsscu. 

t!AIU.Y POST·WAR AUANC'e.MSNTS 

From the very ouLSt:t, critics of the plan, notably 
J. H. Willi>ms •nd Jocob Viner, ailed ou<ntion to 
the dirTcr<m type of arrangerntnts netded for the 
c>rly post-W<lr period as compored with more nor­
mol times. The discussion of this matt<r W1lt keen 
and often heated- It focused mainly on the gold 
contributions of war-damaged countries and on 
the ''initial determination of p:ar values .. for coun· 
tries arftcted by the w ar, Thcrt was olso consider­
able discussion with respect to the possibility of 
nce<ss to the Fund in the eorly period by countries 
whme entire economics had been wrecked by war 
di.nurb3nces.11 After cons.ide.rable discu$$ion, Aex­
iblc provisions were introduced into the pion pr<>­
viding for special circumsunccs, and olso giving 
so~ leeway lO members and m:uugemenl in de­
termining the conditions under which conuibution 
should be made, the setting of rates, availobility of 
the resources of the Fund, and chongcs in values. 
It was ogretd that there should be no "provisional 
rates," but thnt possibilitie• o£ readjustment should 
not be excluded_ Thus, meosures were outlined to 
reduce as for os possible speculation with regard to 
changes in exchange values, and to leove the possi· 
bility of maintenance of the initial rates. The pro­
peso! sponsored by a numb« of devastated coun­
tries to reduce the gold contribution 25 per cent 
was rejected!' 

sc:.uca CVUENCIES 

It was recogniud throughout the discussions that 
the netd for the Fund lies to a considerable extent 
in the fact thot a few o£ the world's senior curren­
cies have tended in recent years to become scarce. 
Th.is applied to both the United States dollar ond 
,,, S« Louis R.asmloslly, .. lruunadocul Credit and cu.rr~ocy 
Plana." Foffl1• Ad•'n. July 1944· 
IJ• See Fi,./ A~l. ciltd. 

the British pound in the twenties and thirties, but ~ 
more rcce.ntly arTtcts particubrly the dollar. There-
fore, from a tcchnie:Jl onglc, the critical problem 
in the Fund is to prevent, as far as possible, the 
scarcity of the dollar ond to make it or any other 
currency, which subsequently becomes scarce, av:all· 
able on an equitable bosis to all trading nations. 

The controversy over quotos was considered by 
some to be lorgely a question as to how many 
dollvs would be avail•blc_ For this reoson Ankle 
VII of the ogretmcm was hotly debated. Consider­
able QUcmion was given to the measures to be 
taken whc.n dollars or other currencies are o1bout 
to become K:lr«. It was rccogniud that in such cir· 
cumstanccs it might be necessary to have ration­
ins of remaining supplies, and olso to provide for 
approval by the J1und of mcosurcs by debtor coun­
trie.s to prevent exchange disturbance due to con· 
tinucd cxporu from crc:dilor countries whose cur­
tcndes h:ave become SoCarce. Various provisions of 
the Fund were outlined, however, to prevent the 
more extreme me3SUC't:$. Moreover the purposes of 
the Fund, to which members subscribe, indicate 
the rcadin<ss of potential creditor countries to pre­
vent the excessive slrains which come £rom long­
continued export b3lancc:s and t·o encourage com .. 
penS31ing Aows of imports. It was judged by moSt 
of those who have cxomined the development of _a 
the pion that the Fund alone could not provide ony "':;7 
absolute guoront<c ogoinst such unbolanced com­
mercial tendencies, but lhal wise man:Jgement and 
Oexible proviJions could do much to prevent ex­
creme situations. 

OIUCAnOSS Of loii.MIU.S 

lo line with thes< purposes. members w<rc, there­
fore, obliged to cooperate with the Fund in moking 
their currencies available ;u far .as this cooperation 
was consistent with lheir domestic policies, and to 
promote the stability of their currencies in terms of 
gold and support the general structure of exchange 
rates •• determined in agr<cmcnt with the Fund. 
There is also a general commitment not to impose 
financial ond t.rade restrictions eontrary to the 
purposes of the Fund_ In addition, mcmb<rs arc 
hound to turn over annually to the Fund half of 
the inercoses in their gold reserves und<r circum­
$t3.nctS specified," thus sharing the benefits of 
"favorable" trade with the Fund. 

The members agreed to a number of other 
specific eondi!ions. They are to furnish the Fund 
with informntion on the baloncc of payments and 
with other financial • od cecoomic dato. They are 
to notify !he Fund under specified conditions with 
1-4, AtUdr V, ~"liOn 7(b). ~ 
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• rcopca to any proposed changes in par values. They nt& I All K PLAN 

ore to avoid discriminatory currency practices and In the early convcrsatioDJ, a. well u later, ma.ny 
to maintain the freedom of newly acquired foreign of the expem strc:ssed lhe importance of having 
b:alnnces arising out of current account tr3nsactions. an investment and development inJtitution to help 

In general, the plan coruisu of a comprehensive bring about those economic conditions which arc 
ogr<cmcot to collaborate and to facilitate the easy essential to sound currency stability and healthy 
trorufer of fund•. Wilhout a sincere acccp13ncc of trade. It was generally odmittcd thot exchange 
the general provision, a mcmb<r might easily in· Slability would nO< be preserved by tcmporory dc­
tcrfcrc with the more specific techniques and de- vices, however ingenious, unless production and 
vices. In sucb circumSianccs, lhc Fund would have trade were revived. It was dear that a number of 
to take disciplioaty action aDd deny its resources member countries would need long-term credit 
to recalcitrant m<mbcrs. Suspension from lhc Fund to restore their devastated plant and renew their 
was made subjea to particulor conditions, but with- capitol equipment. 
drawal from the Fund is at the option of members As alrcody indicated, proposals to meet these 
and was made easy in order to prQ(e<:t lhe rights needs were advanced at the 13me time as those for 
of individual nations and prevent undue interfcr· current account transactions and exchange stabiliza .. 
cnce in national policies. tlon. At some stages of Lhe two prep:tratory years 
ADVANTAGES AND U.:t.UTATIONS OP Ttl& fUl•fD 

The advantages which members derive from the 
Fund arc, thcrelorc, bO<h general and porticular. 
Exh country ha. a right to dr>w on a diversified 
pool of resources, aDd has a parrial guarantee against 
competitive depreciation. Tbe odvicc and counsel 
of the group arc available a.s guides to commercial 
and financial policy. Similorly, the Fund can moke 
plain to all members the causes of difficulty with 

e ·e$pect to incipient str:.ins nnd excessive credjt and 
debit accounts. There i> a degree of multilatcralism 
in international payments implicit in the pl•n 
which is close to that provided in rare periods 
when lhc gold Slandard operated effectively. 

The limitation& on the power of the Fund >rise 
out of the faa that it canDO( bring about an equal· 
ity of prDduction COSis, living standards, and value 
conditioru from country to country. It cann0< di­
rectly do more than give • brcathing space tu 
countries with un!ovorablc trade balonccs. Th• 
Directors and Governor are not .:IUthorizcd [0 Lake 
the initiative in entering the money m:'l.rkets of the 
world for the purpose of buying and selling cur­
rencies in an effort to force Slability. They rely on 
the genuine cooperation of membc:rs to maintain 
par values. The Fund canDO( directly control gold 
production, although it can inBuencc: the factors 
whi<:h determine its >ignificancc. It canDO< prevent 
>peculation, but it can reduce to a minimum the 
idle balances held by residents of one country in 
the banks of another. 

Since the Fund cannot prevent the wilhdrawal 
of members and cannot force any country to join, 
it must depend on the obvious benefits of coopera­
t ion and the attractiveness of the righu of members 
to draw on the Fund to gain the adherence of all 0"< countries important in world trade. 

they received less ottcntion, but they were never 
bid aside. At Bretton Wood. the Preliminary 
Dr.~ft Outline of a Proposal for a Bonk for Rc. 
construction and Development (issued by the 
Treasury, November 24 t~), a document called 
QuCSiions aDd Aruwers on the Bank, :10d a draft 
proposal of July 4o 1944 were the basis for dio­
cussions. The deliberations were carried on under 
Commission II and its various committees, meeting 
frequently nfter the first Stage of work on lhc Fund 
was completed. Lord Keynes, as Chairman of the 
Commission, skillfully guided lhc conference in 
this part of its work. 

In some ways the technical problems raised by 
the Bank were less complicated than thooc con­
sidered under the F"l'd. The basic principlco were 
already f>irly well >greed. Tbe qUCSI.ioru which 
rem:~ined wtre primarily concerned with the $COpC 
of the &nk's endca,·on. 

There w3.S a substantial dHleren~e of opinion, 
or cxnmple, over the amount of lending the Bank 

could facilitate." After ooruidcroblc debate, it was 
ngreed that the "towl amoum outstanding of guar­
antees, particip:nion ih loans and direct loans made 
by the Bonk shall not be increased at ony time, if 
by such inerc:uc the total would exceed tOO per 
cent of the unimpaired subscribed capital, rcscrvco 
and surplus or the &nk." Con>ideroblc effort had 
be-en made in some quan.us to have the ratio as 
high as 150 or 200 per cent, but the dominant opin­
ion was that the resources to be provided, totaling 
in the e.nd Sg.t billion, were subSiantiol and would 
coil (or carelul administration. It was urged that a 
larger potential might actually discourage lenders 
ond reduce in practice the scope of the Bonk's 
activities. 

An0<hcr problem was the manner in wrucb the 
1 , . Anic 1c m. S«t:ioo ~ 

• 
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Bonk would h:mdle losses in<:urred and the man- or Bonk i• designed. Much would depend on the .J 
ncr in which the guaranteeJ would become effec· ingenuity ond foresight of monogement ond much 
tive." These defaults would be met ot the diS<rc- on the intentions of the governmenu in setting up 
tion of the Bt'lnk up to not more than one per cent one institution while falling to in:~ugur:ue the 
of total subsc.ripdons per annum out o£ c.ach mcm· otllcr. It is essential. in the opinion of expcrt.s, for 
ber's unpaid &ubscriptions. nauons to have 3 real determinnion to ax>pcr:ue 

One o£ the most difficult contiOvcrsics, which not only in these p:uticulor fields but obo in rc· 
was only r<$0lved toward the end of the con£..-. spect to commercial agreements, commoditi« ar­
cnce, concerned Lhc amount oC each rountry's 000.. r2ngcmcnts, anels, ttansport3tion, and in other 
cribution to the Fund. There was ~n dfon on th~ :att'lJ. J( this determination to arrive 2t consuuctiv~ 
p:trt of many coumric:s to rcduc:c the 2mouru to solutions is evident in praaial W';lYS. it is prol>­
be put into the Bonk, ond only prolonged nego- •• blc thot the foilun: to set up oil the dcsiroble or· 
uauom produced a schtdulc acccptublc to tbe con.. g:miz:uions and permanent boditS is not ~ Kriow 
fcrcnce. At the l:ut minute, rhe Kus.sians in a drn- mrnacc to progress. If, however, rdus.:al to t'IC:t 

matic move, having gaintd the right w a smaller along: these line& means a rcluctantt co engage in 
quota than that first :t$.$igned-Sgoo million-in.. praccicnl oolloboration, then any single in-Stitution 
creosed their shore to the origin~! St.> billion. will be highly vulnerable to the inevitable sttesses 

and £troins of international life as well as to po .. 
sible attil<k of a more deliberate tharocter. JI.Rl.ATION OJ! n-t:t DANK TO n n& FUND 

The Bonk and the Fund are closely related to 
each other both in their concept ond in their or­
gonization. h will be noted in Article ll of the 
Uank plan that membership in the Bank is open 
only to members of the Fund. It is also 001ablc in 
Anicle I that the purposes >re closely related ond, 
in fact, somewhat overl:tpping. More important 
than these interconnections, however, is the fact 
that the Bank is to a considerable extent dependent 
on the Fund, ond the Fund on the Bank, from 
the point of view o£ the economic usdulness of 
either. While there are provision• in the Bank plan 
for making good losses due to changes in value of 
currencies," it is dear tlut the smooth working 
of long-term investment projecu is gready en­
hanced if currencies loaned preserve their value 
with relatively liale change. It is also true that, if 
t.he Bank is not created and if no similar organiza­
tion is adapted to perform it> functions, the Fund 
will be subjected to excessive mains in attempt> to 
substitute shorHerm funds and currcot .. account 
trnnsactions for long-rerm advances. 

The question naturally arises then whether, if 
one institution fails to be accepted by a suJiicicnt 
number of governments and doeJ not come into 
existcn«, the other can function effectively. lt is 
diffic:ult now to foresee the exact noture of the 
developmeou which would follow the creation of 
one institution without the other. It is prob;able, 
however, that the aruwcr to the question would be 
found in the olmost inevitoble development of less 
permanent and less comprehensive cfforu at inter· 
notional financial cooperotion to fill the gap left 
and to meet the pressing needs for which the Fund 

16. AtticJe JV, Sec:tioo 7· 
17. Anlck D. Settioo 9-

h is abo evident thot the Bonk and the Fund 
will be sttonger in din:ct p<oportion to the number 
ond imponance o£ their members. The exiJtence of 
the Bonk will make membership in the Fund very 
much more attr:K:tive, and vice vtr~. Supporters 
of the institutions thus fed there is o r .. l urgency 
to accept the plan as a whole ond to aet promptly 
on both institutions. t ) 
CIUTJCISMS OP THI PLA.NS 

In the swift-moving course of evenu it is dilli­
cult to keep p•cc with developing plans [or post· 
war economic action. For this re2son, it is not' 

possible now to give a volid ..-~section of Ameri· 
con opinion on the Bretton Woods propos;~b. Vir· 
tu•lly oil the significont comment in p<int hos been 
directed toward the early drafts. No comprehensive 
criticism on the Bretton Woods agreement is av-:til­
ablc. It is possible that some of the earlier critics 
will niter their positions since the plan may reflect 
the result of certain adverse comment. On the 
other bond, it moy introduce new points to which 
they might object. In anticipation of tb .... more 
careful analyses, only brief mention of some points 
of •nack is worthwhile. 

Even Scnotor Taft•s recent statement" may be 
modified when he examines the provision• regard­
ing p<a<ection of Amcriean interests. His concern 
hos been mainly with respect to the United Scates' 
.. minority voice'' in a p1a.n which "pl:aces Amcri· 
con money in • Fund to be dispensed by an in­
ternotionol board." Professor Viner proposed that, 
insteod of the odoption of either plan, there should 
be "'• blend of the two with only a few substan-• 
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1iol deviations from bcxh."" This was done. 
Professor Willioms in v>riou• anicles'" has urged 
1he "key country" approoch, which would form 
n nucleus of stabilized exchange rates with grad­
u:ll extension of SLabilization on a somewhat 
nexible basis to other countries as conditions war­
rant. Hert: again, however, one must wait his l:utt 
opprois;~l of lhe fino! plan before knowing whclhcr 
he would occep< the machinery in lhc Bretton 
Wonm Aa gronting lho1, in g<ncrol, he hal al· 
ready odvocated tbe pwpoocs formub1ed there:. 

A group of moderate critia is rypilied by ~ 
who occep< most of the objectives of lhc plan but 
arc ofraid lhat 1he me1hods prcscribed ore over· 
complex and not likely 10 be adj uSied to real needs 
and circumstances. ). H. Riddle" and Leon Fraser" 
should perhaps be put in this da ... T hey arc more 
skeptieol than Professor Williams and Professor 
Viner, but less scvc.re in their :lltlScks on the general 
opprooch 1hon the group which advoca1cs a return 
in the direction of a parti:llly aUiomatic gold 
stondord. 

There is still another group of aitia who con· 
dcmn tbe plan much more vigorously and ore not 
likely 10 he won over by 1hc modificorions in lhe 
lo1er version. This group, 1ypified by Dr. Bcnjomin 
M. Anderson and including o number of promi· 
nent bankers, is biucrly opposed 10 the breathing 
spell promised to debtor countries ond wiU almost 
certainly reject any plnn which serves to ••delay 
adjustment." In their opinion, there is no e3sy 
way to ovoid the p.1inful dcflotionory measures 
which wiU bring poorer countries into a heolthy 
rcbtionship with those will> higher incomes or 
lower costs. They believe 1h21 complieoted schemes 
(or imt:rnatiooal action arc illusory and that more: 
dirccl melhods arc heollhicr in the long run. A 
*9· Jac:ob Viner, "1Wo Plant (Of lnc-crn2ot~2l Mooe:tatf 
~l;lblli1:atibn," Yltl' RtWtw (New lbvtn), Autumn 194J• 
:IQ. J. li. Williams, "Cumncy Scabili~111ion: The Keynu and 
Wflice Plnns," Fuuign AQillfl, July 19u: 11lto Potl·wiJr Mon'· 
1#'1 PIIINI 11n.J Otluf' f:JHifl (Nc~ York, K~?pf, 19~4). ln a 
rntttw of chtS book, Profc:ttor Vtncr ~y•: I :.m tmpraxd 
rather by the d(£t« nf 1ue«~1 o' the: American ocpi.ators fat 
Br~uw. Woods] dt2n. by thdt fadurc:. What protp«t wu there 
due by ~ ocher mr.dc: of nqotbdon, or by poscponcmcbt 
of ~tioft. wt could hnc: ,oewn more a)oq these laaal 
Or nm tld.fl1 u mucbl" ,.,,., Y•4 TtMn Boo.t RuW•. 
Aup1C 20, 19-44. 
u. J. H. Riddle. -Brium ud A.mcriean Pb.Ju fot l.tudoatioftal 
CunfOCJ Sb.bi!iutioa"" (Wt thi.a,wn. D.C.. NatioruJ Bwuu 
of Ecooomic Rttem:h, Dcumbt:t 1943). 
:u, 5« ~ope«h before: l-lcrald Tribu~~e Forum on NO"embu 
tiS, 19<1.1• Ntw Yor,t llrr•ll Tn'~tuu, Novt:mlxf 17, 194J• 

number of people hove said !hat the plans were 
roo ngid and did no1 make adcqua1c allowances 
(or the unccnaimies of the post·WO..t world, while 
others contended they were premature. 

Newspaper editorials hove been divided in lhcir 
comment, with the N~w York Timt1 outstanding 
for its adverse criticism and the Clm'm'tm Sn'~nc~ 
Monitor among those supporting the final plan as 
prescn1ed 31 Bretton Woods. Some few monlhs 
will pass, however, before public opinion •nd <>· 
pert judgment on the ogreed draft give a reliable 
picture of the degree of approval which con he 
ex peeled. 

The m:ain criticisms have been two--tht'lt the 
schemes nrc too complica1ed and 1Im the Unilcd 
Slates is asked 10 do too large a shnrc of lhe fi. 
nancing. Both critkisms are advanced with more 
or le., vigor accO<ding ro lhc general philosophy 
of the commen1a1or. Some of 1he other attacks 
on the pion arc of such opposite nature 11>01 they 
rend to nullify each e<hcr. That is, 1hcrc ore !hose 
who think there is a return to lhc old gold stand­
ard ond !hose who decbrc lhc plan 100 novel and 
ing~nious; those who think it too eomprehensive, 
and o1hers who conclude il will not go f>r enough 
to meet post·war needs. 

NEXT STEPS 
It is now the turn of the governmems represented 

at llrcuon Woods 10 occcpt or reject 1he propDs;~k 
It is impossible to pr~ict the outcome, as the.rc a.rc 
no door signs of substitulcs if lhe plans ore not 
adopted. The plan introduced in Congress by Rep­
rcscnt~tivc fk,vc:y merits 3ttention, but in its orig· 
inJI lorm was not odcqua1e. If the pions so over· 
whelmingly approved by the conference are cast 
aside, 1herc is op1 10 be o sctious feeling of discour· 
:~gernen1. QueSiions as 10 the possibili1y of ony com­
prthensive economic collaboration would chen in· 
cvilably nrise. In bet, all ~onomic conferences in 
the nexl few years would be made dillicult and 
uncer1oin by failure to accept the workmanlike 
ciToru and honest results of in1crna1ionol consul­
••• ion aJ expressed in lhc Act of Brcuon Woods. 
Before paYing judgment on 1he pions, respoMible 
penonJ will norwoUy look cordully inlo the uaa 
naiUrc of the proposals, and bcu in mind lhc con­
sequences of currency d~preciation* exchange con· 
fusion, and sp .. modic, unrcgula1ed foreign invest­
ment. 

In tht Stpttmbtr U issue of FOREIGN u U .S. FOREIGN POUCY AND THE VOTER 

POLICY REPORTS: 
b1 Vn• Mi(htlts Dtan 

• 
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Financial Challenge of Post-W ar Period 
BY Gu~'T S. McCLU.I..\" 

Th~ critical nature of financial Ktllcmeots: in the 
post·wu period, other than those considered at Bretton 
Woods, is generally recogniud. Even the most o~ 
timinic supponc:rs of the Bretton Woods plans have 
nenr da.lmcd that the Fund and the Bank could meet 
all th~ more urgent needs. Some pcnpec:tivc can be 
gained by ~viewing three problems which demand 
urgent attention. ( r) The problem of blocked baJancco 
is recogniud u a major diliculty in inte.rn.a:tiooal 6-
oancc. (a) The sctdcmct~r of lend·lclsc obliptioos, 
while •ubjc<t to the tcnru of the mast« agrttment of 
February 1_942. with Britain (and on which ague­
mcncs with other countries were pmcrncd), is also o! 
critical importance. (3) A third quc•tion will undoubt­
edly be the nature and amount of Ccrmany's financial 
obhg:ations, whether by way of re~r:uion or otherwise. 

J>aoat.e.M oP 8LOCK£o B.u.ANCu. Blocked balances 
have been accumulated in various countries as a re­
Jult of the war, but the mon sc:riou1 problems are 
raised by blocked balances in Britain. These have been 
atimat~ at various amount.s, but were rderted to t-y 
lo<d Keynca' at the Bretton Woods Conftm>CC as 
likely to ltllOWll to $ 12 billion. More thao half of 
thae: ate owned by India. The rcaJOn why ac:counts 
in BriWn o,·enbadow all other 6nancial Kttle· 
menu is that they arc considered a menace to free 
trade. No one q uestions the difficulty England will 
have in arriving at a balance of international payments 
which will not put pressure on the pound sterling. 
Pro(essor Alvin Hansen has 1uggc.ncd the post-war 
deficit of the Unired IGngdom u probably in u<ess 
of /.•So million per annum.' Other semi-official stud· 
ics have placed the figure oonsiderably high<I. 

In any case:, the demand for reconstruction materials, 
convenioo, and improved standards of living are ctr· 

a in to =ate a Luge: demand for impon.s. Britain's 
cxpon.s will depend on v•rious locton only partially 
within its conuol. h is not unnatural, therefore, that 
many governments fear the usc of blocked balances to 
inc:rease Briti.sh exports. They contend, for instance, 
that countrles with Ia~ claim& on Britain may be: re· 
qui red to take payment in goods even though it might 
be possib1e for them to buy commodities more advan· 
tageously elsewhere. Variout tuggestions to sctt!e this 
iSJue have been m2de, but none hu yet rcc:cived offi· 
cial support. The original White Plan suggested 
gr>dual ~quidatioo of blocked babnccs through the 
Fund with debtor and acditor sharing the obliptioo 
on a 'men 01 less equal basis. 1nc Keynes Ocaring 
Union would have made poosible the aboorp<ion of 
the balances on a somewhat inftationary basis. It is 
somctimco wgcd that blocked balancca to a consid<r­
oble extent could be funded into long·tcrm debL 

L•wo-.L&Asa Ssn"Loa,.,T. The master lend~leasc 
agreement emphatically states that the final JC:tdement 
shall not be 1uch as to "burden commerce." It has 

1, N~w Y~.\ T,'mu, ju.l1 7• •944· 
2.. ••Brittlo'• Trade ia tbt Po.c·Ww Wor~/' Pl•tuti"t p.,.. 
tiJtu (W•~· D.C.), Dettmbtt 1941. 

been gc.neraUy assumed that this statement, combined 
with othen, would me.an cancellation of the major 
ponion of lend-lease debts, which othe.rwite could be· 
come a J«<nd important post-war problc.m. Some 
have taken {or granted that this cancellation would 
apply mainly to artides already consumedi others hl\·e 
thought it should be dfecrivc in connection with in· 
st:allarioru, machinery, and stocks: which Kmain in· 
taa ot the end of the war. No ooc has seriously «<00>· 

mended full r<poymcnt, although in some cases poy· 
ment for various categories of goods. has already been 
accomplished through reverse lend·lease, or has bccn 
proposed in other forms by the recipient counuies.l 

Eliminatjon of the largest ponion of lend-lea.sc 
transfcn is likely to cut possible uhimate 5»yme.nt to 
:almost neglig.iblc amounts. If thiJ should occ-ur, the 
problem will be one of minor economic impor­
tance. h presents, however. troublc.s.ome polit.ic:al 
aspects. For this reason, it is of conJide.rable urgency 
that the United States •hould propose a plan of settle· 
rm:nts and that the public be informed or iu nature. 
The most corutructh·e approach would JCCm to be to 
limit financial obligations to payment (or those te· 
ma.i.ning materials and equipment tlut cntc.r into ac· 
th-e competition in international trade with our own 
producc.-turcly a very insignificant part of the total. 

CoNPIJoiMT10N av GnN.A~"Y. The third largely fi . 
nancial question. which may threaten a11 other ar· 
rangements if unwisely handled, will be the connpcnj 
sation Germany is a1kc:d to pay. If either the 
required or the method of payment is tuch as to oome 
in conflict with the broad general principles of inter· 
national trade and intcrn.ational Jettlement, no reason­
able prosp«t of healthy rcco,·cry can be envi,.ged. 
Reporu with r<gard to R....W., British, and Amer­
ican policies concerning Germany rc.8cct an awa.rc.ncss 
of the potential cooflict bctwttn f~ expons by way 
of Rparation and normal commercial transactions. It 
would be politie~lly and economically impcmible ro 
ignore the pressing demands of devastated territories 
for a share in German production after the war. The 
enormous incrc:asc: of German industrial planu since 
19):1, amounting to probably as much as tOO billion 
marks, may provide some basis for a large post-war 
output dc•pite bombing and other war damage. The 
question that conccrru those who are t.hinldng about 
thi• question appa.re.ndy is noc: so mUGh Gcrmany·'s 
probable capocity to supply goods and equipment, or 
the desirability of making it poy f01 tome of the 
damage: wroughr, u the maru>er in which deli""ria 
ouuide no<mal channels of rradc will alfa:t the re­
covery of world commerce~ 
Me~ mentjoo of theK questions JC.rvet as a warn.· 

ing that an informed publit cannot expect perfect and 
final solutJont, but mwt look rather for a general line 
of policy which can clear the way toward interna­
tional economic cooperation. 

J• S.. H. P. Wbidcko, /t .. "llachina • Lcod·L<aiC SciiJc. 
mt.tn."" Ftxn·,,. Pollt'Y ~pon1. April 15, t9H• • 
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Introduction 
Bretton Woods would give w courage and hope. The pro­

posed Jntemational Monetary Fund and Bank for Reconstruction 
and Development should serve as the keystone of future ~ace and 
seeurity. These economic bodies. plus an international tahfl' agency, 
a lowering of tariffs and the removal of competitive trade barrien., 
are all essential 10 a finn foundation for lhe future world. 

The most important objec.tive of iottmationaJ cooperation it 
undoubtedly a large volwne of ttade. In the past we have b«n 
cagor to &ell but not willing to buy. We mwt do both. If there were 
a free flow of trade bcn.'CCil all oommercial nations there would be 
no rouon for major wan. Tbc intetcllange of goods and ideas, not 
only eliminates 10 a very ooruidcrablc exlcnt the underlying causes 
of war, but would help mataially to increase wo.td.widc produc· 
lion and minimiJe unomploymcnt. 

We in the Citlttns Conference are anxious to do our pan 
towards the creation of a new organization of nations which will 
not repeat lhe failures and dis<:ourag<:mcn,. .which followed the last 
war. While the main reuon for the failure of the League of Na· 
lions W1IJ undoubtedly the unwillingness of the great ~en to 
we it In times of llress for the great purpoocs for ~haeh it wM 
intended, it iJ true that the failure of the arehitcc,. of the LealfUC 
to sec the neceuity for economic cooperation and tor promoung 
trade among the nations was a serious defect. Not enough thought 
wu given to economic cooperation, to multilateral trade 1\JTangc­
ments, cwtoms unioru, 1tabili.zation of the cu.rrency, the develop­
ment of lending and banking agencies to serve the nations in need, 
or to the f.rovU~n of accee.s to raw materiab !or all. 

The act that the Bretton Woods agreement has preccdcd the 
attmapt 10 form a new league at Dumbarton Oaks iJ indicative of 
the appreciation the people of the world oow have of thc -iry 
for economic ooopcration u a prelude 10 wo.td government. 

Tbc building of ecooomie unity among the nations iJ not cary, 
but it b urgent. Tho issues must be met frankly and pnctieal 
machinery for an orpnioed international oociecy establlsbd. Tbc 
govemmcnt of the United Statcslw been courag<lO\U and forwa.rd· 
looking in planning for~ but we cannot depend entirely upon 
our government, however statesmanlike. We learned alter the )ast 
war that govttnmmt alone, without the ac.tive support or the 
people, cannot get very far. 

Regraded Unclassified



6 

When the Citizem Confem>ee was~ two years ago 
there wu all too little undtnta~ding or the neceaity for .a £rec 
Oow of tnde and for the creauon. of ~e nec~ry ageDCies for 
economic heahh. Our purpose wu and 11 to ~r1ng to the support 
of the President and Congmt the undentandmg l~d the sup~~t 
of indtviduals-through thdr churches, labor umoru and e.vtc: 
orpni>;ationo-oo that ~ nccmory steps toward a just and luting 
peace may be aca>mplisbed. . nd •~-~· • No proposal for an int~tion.al bank a "'"""'-' cxgaruza· 
tion or for a cum:ocy stab1luauon fund can be satisfactory to 
everyone. The best poaible compromise mwt be aooepted and put 
into ell'ecl. If thm are crron they can be conoectcd as we progm 
further in international cooptrtuion but if we do not make ~e 
attempt th•re is no hop<. We shoJI go baclt to the chaos wbich 
sue«<ded the last war. 

We sin<tftly believe that both cunmcy atabiliution and the 
in~tion.al bank roc reconstruction and cle\-elopment should be 
promptly aoncpted by the United Nations ,.;thout waiting for the 
end of the war. They are C~~Cntial now. We abo believe that they 
Jhould be int·egrated with an intemational tt:Ldc agency whose 
function it will be to eneoumge the nations to remove those bar· 
rien and tho!e competitive measures which militate against a large 
volume or uade-

1 and create sw~icion, rivalry, and ill will. The 
reooval or compttiti .. -e trade bamen is oot only essential to elimi· 
nate the under!~ ca.- or war but it would materially help to 
incre.ue producion, reduce unemployment, and --~ a higher 
standard or living everywhere. 

The Bretton Woods agreements will come up before Congress 
shortly In the form of a joint resolution. There will be ample oppor· 
tun_ity lor study, discus.sionJ n.nd debate. The Citizcru Conferenee 
is enthU>iutieally for the Brttton Woods agreement. They are tho 
lint llCp toward the rcbuildit!jf of a society o( nations and a jwt 
and lasting poace. 

J( we are not willing to take the lint step there is little hope 
of atlCOmplishlng any luting international accord. 

As the world's largest creditor nation, the United States has 
a sp«ial obligntion to act favorably upon these agreements and 
lead tho rest of the world. Both the poau and the prosperity of 
the citizens or this country are vitally involvtd. 

New York 

November 1, 1944 

l.o\JI:S Hv.TON PtNK­
~ CStiu.nt Cocferutec OD 
lnlC:rcl.l.cioftal l'.cooomic Union 

• • 

• 

Contribution Of Tile lnte1111tional MOMtlry 
FundAMW 

BY MABEL NEWCOMER 
Chtirman. Ot~trtmont of Economics, Vtswr ColleGe. t nd MM~ber, 

United Stt tos Oologation, Bretton Woods Conference 

'T'HE ba.tic aim.1 o( the Bretton Woods Conference ate the sa.me as 
.1. "'- or the international conferences that proceded it. The 
opeeific problem may be foeti, relief, or mon«ary probltmt; but 
the end is to build a durable peace, and to achieve the stable ""'rid 
oconomy and democratic procedurea that make a durable poaee 
posoible. 

The specific contributions of the Fund ~nd Bank arc to ~ist 
in stabilizing exchnn.!{t'S and to extend credtts for recorutrucuon 
and development. Wjth the a.ss.istanee of these two institutions it 
thould be pouible to ~tore trade quic.kJy alter the war, when it 
will be badly needed. In the long run, the mcmbcn ogr<e to main~ 
tain stability or CUrTC'ncia: as rar as this is COnsistent with the tteady 
development or world trade as a whole., to reduce exchange dis­
crimination and restrictions a5 rapidly as possible, and not to engage 
in competitive devn.luntion. This p1ed8'e should prevent any re<::ur­
rence o£ the suicidal exchange reatrictions, currency devalu:uion, , 
1.\nd capital Rights thnt completely dhrupttd intemationn1 marlc.ets 
btt"'~ wan. 

It will be neo<ss;>ry to follow thil Agrcancnt, if it is accepted 
by the nation< concm>ed, with a gradual removal or direct reatric­
tions on the Row or goods rrom one country to another. And 
domestic policitt must contribute to ec10nomic stability a.t home and 
nbroad. But the existenee of the Fund and Bank should racilhate 
the removal of tmde restrictions and the maintenance of tound 
domestic eronomies, and not-&J tome critics have impUed-ham~ 
per such action. 

Anyone fantiliar with the bistory of the Confucnce is aware 
that few proj<cts of this nature have been ao tho<oughly debated 
and ao cardully prepared. Bankcn, treasury officiab oconomists, 
and other expcru from many oountri01 were ooruuJt;J. Many pre­
liminary conferences were held and many plans proposed. The 
British and American plans were published as early at the spring 

7 
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of 1943 By the spring of 1944 the~ of thirty nations lwl • 
l'<ach<d' an agreement on basic prinaples, and a akeleton plan 
incoiJ)Orating th ... w» published. Consequently, by the time that 
the Bretton Woods Conference wa• called JDO<l of the evidence 
wu in. Thert had been ample time and opportunity for thooe 
concerned to present their point of view. Tbe time had eomc for 
decJJivc aelion. At the Conference the skeleton plan wu amplified, 
dr:.wn up in finnl fonn. and signed by the delegates of "11 nations 
prnent. . . 

The fin•l plans ore probably not prect,.,ly what thc Unued 
States or nny othtr country. given Cree rein, would hnve fonnu-
4ated (or iue:lr 1ince there is inevitably some conffict of intueat. 
They are a co~promi.se; but they are a fair and workable com­
promile. The area of common intuest is, in fact, much targer than 
moot newJpaper rtaden have been led to believe. Conllicu make 
better news th•n harmony, and !bel'< lw been a tendency to 
ovcremplwUe th<m accordingly. 

Act\&Olly, then: ,..,. a gftluine ell'ort to be fair to all interuu 
and to kccp the procedun: of the Conference itaelf democntic. 
Owing to a h;,h levd of leadenbip, and to the ....,.,.,Ution of the 
vital imponancc to all countri~bether I"'J" or unall, dcbtor or 
credjcor--of the institutions under oonsiderauon, there wu a true 
spirit of give and t:tke. Many differences mdted away wilh full 
dlteuuion. Othe:n, repruenting 'enuine divergence or intemt, 
were retalvcd by mutw.J COncessJon. The rcsuht were not only 
accepted by the dclcgntes ol 44 nations; but wen: accepted by the 
\ ':Ut mn.jomy with real enthusiasm. 

The fundnmtntttl purpose of the Fund it co ratorc intcrna­
tionol trade after che war and to ass.ist in its atc:ady expansion. 
This it import·:lnt because domestic politics alone cannot uu.re f)l 
high levels or employment and a stable economy. FluctuiU.ions in 
rorcisn tmde can malc.e the dill'e:rtn('e between prosperity and 
depret.1ion. h it important, abo, because restrictive and diserimi~ 
n.1tory tna.de policies have been a Crequent toun:.e o( international 
friction in the p;uL If wc an: to build a durable peace we need 
both a stable 3nd pl0$perous world cconorny and international co­
operation, rathrr than competition. in trade. 

The most ardcnt wpponen of the Fund would no< claim that 
i~ alone, can a<hie\.., all this. It is only one llep forward on the 
long road of international oooperatioo. But it is believed to be an 
asential lint step. 

The specilie purpose of the FWJd is to promote exdw>ge 
stability and extend &bon-term credits to finance international 
t.r.aruaetioru. 1ncre ean be oo question aa to the need Cor exchange 
stability. In the aboence of a frtely operating gold standard, eoun­
triea must either ~ntrol their exchange rates aa belt they can or 
tubmit to wide and unpredictable Auctuations in rates. Fluctuation~ 

• 

• 

Till! IIIUITTON WOODS ACRUMIINT 9 

in exchange rates increue the risb ol fordgn trade, toinc:e appan:nt 
profits may be wiped out over night by an unexpeeted ahift in 
~e rata., and this in tum reduces the tota.l or trade.. 

Control of exchange rates usually leads to ret.trictiom in che 
amount o( foreign currencies available, and il apt to reault in 
discriminating agninst some countries and favoring othen. ThiJ, 
tooJ means a aubatantiaJ reduction in trade, and in addition leads 
to intemadonal frictions. 

The Fund does not take the initiative in buying and acHing 
currencies in order to obtain stability. It~ memben agree (I) to 
fix the value o£ their currencies in tenns of gold when they become 
mcmben of the Fund. And after a preliminary tri>l period, which 
will be ncc~ to determine a re:uonable rate, they agn:e (2) to 
maintain thtir eurrencia at the rate specified, unleu a clunge it 
needed 10 COITOCl a penistent and long>tanding ftow Of trade in 
one direction. Anr. chanse that is made: must be made only a(te:r 
due ootiee and a ter consultation with the directon of the Fund. 
Furthermon:, the mcmben ._ (3) oot to engagc in competitive 
devaluation. 

In other words, ttabillution is not rigid. Rather, a ~uonable 
flexibility is provided. But th;;e is no opr.-rtunity for sudden and 
unexpected thanga, and tbe drastie abifts in tradc that follow 
devaluation. 

Short T.,. Credits 
The Fund aulns its mtmben in maintain~ ttable exchan~ 

through t.he provbion for ahort•term credits. The Fund'• reaources 
come, in the fint place, (rom the subscriptions o( its mernbcn. Eac.h 
m.cmbcr is e;xpected to pay 25 percent of its quoca in sold, with 
tpeclal concessions to countries with unduly small gold reserves 
These quotas aupply the Fund with the various currencies neces­
sary for iu tramactlons. 

Mcmbe:n may buy thex currencies as neededJ :u the rates 
delfimincd. Moreover, they may obtain them by borrowing from 
the Fund. Such loans, at a m>ximum, may equal 100 pen:ent of 
tbeir quow. Sinc:e the amount o( the quota limits the amount a 
country ma'{ borrow, lllllny countries wcn: ~ to obtain quota• 
in excao o thooe oril!nally allotted by formula. Alao, the me of 
the quota was n:garded by aome countriea as a matter of pmt~«e, 
and other facton operated to make the amount a matter of parti­
cular concom. Contoquently, the determination of the individual 
quotas became a matter of long debate. 

The buic formula took into account the relative national 
incomes and fordgn trade in the prt·wu period. Theoe ~ ... 
n:garded u the bcst te<ts both of each country's ability to contrl· 
bute to the Fund and its probable need for fon:ign fundi. This 
formula wu modified. however, Cor countriea where it apptared 
that J>OIIt•war <Ondidoru would differ gn:atly from pre·war. 
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10 TilE BRETTON WOODS AORBEMENT 

The ucdiu provided by the Fund .,., saleguarded in vari<>us 
ways: Fint, they are 10 be wed for.taart"ent transa~bO~ and not 
(or >peculation. Seeond, the clwga tncrtuO both With the ~nl 
borrowed and the length ol time the member has been in dtbt. 
And finaUy, definite provisions •!" made lor repayment when a 
country's monetary reserves pemut. 

These '-"fegunrds do not inevitnbly/revent losses, nor U there 
any complete gunmntee that the Fun can 1upply its memben 
with the specific currencies desired in the quantity demanded. ,B,ut 
the ri.sks of lou are by no mt-ans as great as 10mc of the cnuc:s 
have implifd, nor ~ the dan~cr '?r exh~wting the supply _of eur· 
rencies of the crechtor countnts i.mmec:hate. The rate of tnae:aJe 
ol bonowing is speeilically limited. Under the most adverse cireum· 
atanca it "''Ould be a nutter of \'Qil before the Fund's rt:IOUI'Ca 
could be exhausted. The rUk is.,.;, being shouldered by the United 
States alone. There are other creditor natioN. 

The USA Will Gain Too 
Further the United St;'\tes stands to pin by the extension of 

such cn;diu 
1

in much the same way as the men:h:mt st:mds to ~in 
from extending credits to his customm. Our own export trade will 
be definitely fostered by the operations ol the Fund. In laet, the 
pressure from eJCportrn, in the ahst:nce of such an institution. d 
>pi 10 lead 10 the United StM<s adv:~nci"! the credits diret:~y, 
with re~"U' a.:afquard~ thus taking a greater risk alone. 

FinaJJy, the o..mount risked is not as gre:t.t as is sometimes im· 
plied. Were we to lose the entire sum contributed- whjeh would 
be all but hnp05Jible-it wou1d be the equivnlent of the cost or 
about ten days of wnr. Surely we can afford to take thU risk in 
the interest of promoting a durable peace. 

The fund hM other func:tiom, in addition to stabilization 
and extending crtdits. It provides for central clearing of intern&· 
tjonal payments and il offers a U:ntnl muting place where those 
engaged in inte..,..tional linanee <an pther and discuss their prob­
lems. The mtmben agree 10 eliminate loreign exchange rt:Jtri<· 
lions and ditcriminatory tu.n"CDCY prac.tices. Thw, indir<ktly and 
directly. it will conuibute toward the gradual freeing of trade whjch 
is our ultimate go:tl. lt is r«ognizcd that this cannot be achieved 
immediately, but if Rny member should continue restrictions which 
are inconsistent with the purposes of the Fund, after a sp«ific 
period, the Fund may requU.: the member's withdrawal. 

The Fund will not take over existing bloded balances Tbil 
was requested by lndi.lt, wbioh holds larw< and ~ ucdits 
in the United Kin&dom as a r<sult ol war operaaons, but 10 do 
this would have required a mueb laJJer sum than most nations, 
iodudi.nl! the United State~, were prepared 10 subocribe. However, 
the avaffability ol erediu, and the relative atability ol exehllllges. 

• • 
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would give the countries with large blocked balllllC<s and inade· 
quate gold reserves time 10 lund their war dtbll and thus enable 
lhtir ~iton to use their credits in such countria as they cboost-. 

The Fund is not an end in illdl; oomething 10 protect us 
!rom loa at any t:OOt in human suiT.nng. It is dtsl&nt'd 10 reduee 
that wffering. It is only one link in a long chain of measures de .. 
ligned to promote international cooperation and expanding woMd 
economles. But it is the next link ln the !Chain. It can be of great 
ei.stance in restoring trade in the immediate pOil•W;tr yean. And 
it provides another channel or communication tbrough which othct 
measures can be initiattd. 

The Bank has rueived general approval, evtn !rom many ol 
thole who an not convinced o£ the mt:rits o£ t.hc Fund. Howevt:r. 
under the Agreem<nt the Bank is open only 10 Fund members and 
"""""!U<ntly it eannot be C<tablisbed il the Fund is re~ted. The 
Bank will ..Wt in establiJhin' internation.>l loans lor prnduetive 
purpooes on a wund basis. It u expected that the guaranteed loan 
noated through ordinary investment channels will be more widely 
used than the djrect loan. T his wilt widen the international invest· 
ment market and hasten the proeess of rccoruttuction and devel· 
opment. 

lo Roply To C.,uia Critics 
Many ol the earlier objeetions 10 the Fund and Bank were mel 

in the fin.>( dralt ol the Agremen~ Some criticism remains, bow· 
ever. This <an, perhapo, best be evaluated in l.trms o( the alterna· 
tive~ suggested by the eritica. 

Some critics want the restoration of the "automatic .. gold 
atandard. This worked well for a short period before the Fint 
World War; but ju 11uc:cm is attributable to conditions that no 
longer exist. The gold ttlllldnrd biled completely in the twenty 
years between wars. Conditions today are trtn more unfavorable 
beeautt: of the gmttcr di.doeations of trade ruulting ftom this war. 
The gold standard ean lunct.ion only when gold ....,.,... are wdl 
distributed among the trading natioru. Today the United States P.""?'"' three· lourths o( the world's monetary pld supply, and 
1J olher countries were will.ing to remove restricuons on exchange 
after the war, and we were to continue to expand out ex"""Pott 
tnarkecs as we hope to doJ we should soon d rain the trusuries of 
the world. Actually. of counc, no country is goin,g to be penuaded 
to attempt tht restoration of the unrestricted gold standard-least 
o( all the United Kingdom, whieh suiTered 10 mueh (rom the 
attempt to return to gOld between wan.. 

Some ba•-e augguted the ''ltey-a>unuy" ai>PIOOI<h. This, in 
brief, proposes that the United States and the "Onited Kingdom 
&bould agree to stabilize their cu:nerx:ies in ten:ns or each other, 
with other countries joining at their own option. This proposal, 
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too ;, JOmeWh>t unrnlistie. There is oo reaoon 10 R1ppcoe that • 
the' United Kingdom is interesttd in such an agreement. It wumet 
a more rigid uabili .. tion than that propnted by the Fund and a 
cloter approach to the old gold standard. Neither io opt 10 be 
acceptable to the United Kingdom. And the other nAtions of lhe 
world \o\'OUld not be reassured by an agreement in which they 
hod no par<. 

Still other critia: have suggt"Sted caution. They as.k for time 
to "udy the plnns further. They are not '"':' thot the aafegunrcb 
ngainst 10!1CI nrc ndequnte. They propose m1nor amendments.. In 
reply it cnn only be pointed out that t.ht.te was ample time for 
studY, nnd opportunity for criticism, before the plant took final 
shope. The time for minor amendments h:u passed. The dmfts 
cannot be eh>ng<d without musembling the delegates of +I not.ioN 
and ltanlng ovu again. Also, there are many JQ{cguardJ against 
~ Th<"n: will always be risks; even the most consuvative linan. 
cia! institutions oee:uion.Uly make bad loans. But the riW aJC 
c:ompuotivdy snull. For the &nk, the managanent can we ;,. 
cliscnrion in guar>nt<eing loans or making them directly. For the 
Fund, the rUk is of frozen :wets rather than actual lcaes, but the 
pr<Wi•ions for keeping them liquid should pro"e adtquate. 

Alterutin-No lotenMtioNI Coopor1tion 
The real ahcnuti\'e to a.ccept.ancc o£ the Fund a.nd Bank ;u 

dnhed at Bretton Woods is no international agreement at :.\II, 
ThiJ mc:.ru return to the economic warfare that prevailed between 
the two wnn-intcnsified by the fact that the trade a.nd monetary 
disloc.atioJu created by this war are Car greater than those created 
by the Fint World War. 

Mnny inHuential financiers and statesmen in the United King- e 
dom are definitely interested in a completely contt011ed &ystem of 
trnde and foreign exchanges. In the :tbsencc or IOillC agreement 
auc.h as that or Bruon \Voocls they would be almott certain to 
a..dopt &uch a. system. Many other countries would follow the s;une 
courte. The United States, which 11M -rything 10 looe by this, 
would be forced 10 inatue its own ~X>ntrols in sclf-<lefe.,..,. Thu., 
the inct"taSed pvertU!101t interference that JOCDe critics (oraee-
and de~with the adOPtion of the Fund and Bank, would be 
intensiAed, not dirnini>h<d, by failing 10 accept them. 

The nect step, if the Fund and 8anlt are 10 beoome worlr.ing 
institutions, io for the Agreement 10 be adopted officially by the 
f!O"t""""nt ol at lea" the larger nationo-particul..,ly tho tfnited 
States and the United Kingdom. The Agreement will ooon come 
before Congress. It is important for the American people to take 
the lead in panitipating in the Fund and Bank, and It iJ to be 
hoped that Congruo will accept the As-ment. 

• 
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The importance of h>ving thete plans a«>Cpted cannot be 
OVUC:Stimatod. They offer the only practicable road, At. the rrae:nt 
time, to the renonuion :md steady ~'th of internationa trade, 
which it enen1ial both to JOund domestic indwtri.al de,·clopment 
and to international coopcrntion. We mwt not go back to the 
international rivalries and 1he depression that proocdcd this war. 

The Agreement Cor the Fund and Bank does not prcttlld to 
solve a ll the problem• of intemariooal trade. Thei_r success will 
demand a reduction in trilde barriers such as tariffs nnd import 
and e:xport quotn.a. And some critics have intisted that n..-ducti<tn 
or trade b.urlcrs should come fi rst. But the implication o( thC$C 
critics that the operation of such. a Fund would delay or prevent 
the removal of tmde barriers is without found3tion. On the con· 
trary, it will ~..,e them tlme to establish the:ir tr.ade on a aound 
bas.ls. Moreover, the ~istencc of such an irutitutjon, interested in 
the JoDI Nn . reduction of trade barrien, should prove an addi· 
t.iooal (actor in favor of such reduction. 

The United St::uea can "'-dl aff;)rd to take lhc lead in this. 
abo. lr we wish to continue as the principal creditor country of 
lhe ~'Of'ld, we mUJt abandon the resuicth-e tariffs tlut intt:rltre 
with the p3yment of intt-rest and principal on our international 
loans. Oomestie policies, too. mUOl be directed to the same endo­
a stable and tteadily ocpandin.g economy. But the existence of the 
Fund and Bank should facilitate the removal of trade restriction 
and the maintena.nee of sound domestic economies. They provide 
the essential lint step to thit end. 
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A DIGEST OF THE INTIR.NATIONAL MONETARY AGREEMENT 

Lr.._ 

IL llleal>onhlp 

Ul. Total lAtera&· 
tlonal Obllcatlo"' 

JV. Natioaal 
Obliptiou 

V. Votin.c Control 

VL late:rutioul 
Uoil of Voiao 

'""' ..... 
1'o ~ intunation.al monewy coopera.o 

don throucb a puma.ncnt i01tihaUon whk:h pro­
vidn the maeb.inuy (or c:on1uh:adon and eolia)). 
oruion on int~ma.tional monetary probltms. 

''To f~dlita1e the ea.panalon and baJaneed 
trowth of intcm.ationa.l trade, and tO contribute 
thrnby to the promotion and malntc.nanc:e of hisb 
lewis of employment .and rul iocome and to the 
da<ttopmut ol the producth·to rtto\lrct"t of aU 
monbt:n U primary objecti\U of t'COOCIIDk pol:ky, 

"To procr.oct ucfunse stability, to au.iru~ 
onl<rty .......... ..........,.., .. ._ ............ 
aDd to avoid oomprtit.M ~e dc-pn::da'-'oo. 

"To &Min in the establilhmcnt or • mQltilaunJ 
.,....t:m of pa)•mnus in respect of turrcnt tn.nPC• 
don• ~en memben and in the elim.lDation or 
fordrn exchange ruttietiOonJ whkb ham~r the 
&rowth of' world tr.~de. 

•.,-o 1.1~ eon6dcnce to me:mbt.n by maldnr the 
Fund'• retouree~ avai.La.ble to them under ade· 
qu.a•e talq;lol&rds., thus prOvidinc tbtm whh op-­
portunity. 

'""' Baak 
"To rwUt in the ft'COnJCNCtioll aod Gew:top.. 

meatt oi tttritorits ol mtn*:n by facilitatitla the 
io~tutmc':l'lt of a :pitt.l for producci~ pufJ)Otel, 
i.ncl~ins the mtor~otion of economies dat.I"O')I'ed 
or disrupted by wu, the rKOnversion ol p:rodut.· 
tive lac:ilitie~ to pc.aeclime needs a.nd the eocou.r­
a.gemc.nt of the dew:lopmtnt ol productive facili· 
ties :a.nd raOu.r«t in ltli devdoped COWttritt. 

"-ro ~ priYJit~ lo«ip in.wutmt:nt by 
meam ol (:r'af1lftttu « pudcip~otioftt in )oQ.as and 
othu io~b awkl by priY1tc: invaaon; and 
wbeD prin.te capital is ao1 a¥tilabk on. rt.UOO• 
ahlc: terms., to auppkax-at priva.te ~t by 
~~ on suitabk conditioos, banot !01' ~ 
duai'\'e pu.tp01H OUI e( iu OW1'l ca:piu.J, lu.ftlh 
raited by il a.nd itt otMr rbO\Jrcu.. 

"'To promote the lonc·rance: balanttd powtb ol 
i.tt·tr:matioaaJ trade a.nd the maintma.ace of ~ui· 
librium in ba.J.a.noe:s ol payme:nu by encowq:ios 
intem:uiona) ln\utmt:nt tor the dn'dopmetlt or 
the productive roourcu of membc.ra, thereby u­
dJting io nisina product.ivhy, the ata.ndard ot 
living and condition• ot labor in their cerritoritt. 

Wfo arrance lhe loans made or cuaranteed by 
it ia rdatioc to hntmatlooal ao...u thtouab otbu 
cba.o.ftth .o lhal the more wd u1 and uqent pro­
jects,. ~ &Del amall alile. will be dealt wi·th 6.nt. 

"'To coadvct. ita operadoat with due rcprd co 
the: e6ett ot U.tcmaliooal ia~t on ~ 
QOnditionJ iD the ~rritonu ol IDCIDbns ~ iD 
the immediate J)Oit..wa.r yean. to usilt io bri.ftt· 
inc' about a amooc.h tn.nlitioe from a ~ to 
a peacetime ecooomy... W 

- ... - 'l1oe Bult I 'l1oe Paod - -
The orisinal membcn ol both the Fllftd aod B:ank stWl be tbo.t couotria. ft'l)f't::leQttd at tht 

kttoa Woocls IIX'ttiDc: whost COfti'OIIIftU lip the Aancmtot a.t WaahiOCtoe bd'~ D t 1 "· 
194);...,...-..olwllaU ...... bo .......... ollhe Food. 

kfOft ...... each potu1UDtftt ab.all 6nt baw: ar:cepted dw Ac'I'UIIIIItnl ia eet:ard.uloe 'With iu. 
0001.1ntry'• law &Dd taha aU &tq;lll l'lltCdi&IY to e:n.able it to carry out iu obliptions under the Ac'ftr­
nx:nt. It U c::xpccted: that t,M. procltdiU'C ot acttpta.l'IIOt: by tbe Ui:Utf'd Sta~tt wiU be by inb'Oductioa 
ot a joint rnolu:tioft. public hariA~$, a majority vote ol approval io both ltoueea ol Con;ctU~, and tht 
drnah&:rc of the Ptnid~L 

A lund ahall be •ubtcribed by the mt".m~n, a nd I The ~uthoriU'd capital 1toclc of the &n.k l'ull 
an •mount or $8,79$,000,000 wu a.ll oc:~ted co the be $ 10,000,000,000. The capita] •t«1 may be in· 
44 nationa. This may be itK'ftutd by a. lour-fiftbt ~ by a th.r«-founb majority or dw: total 
majority ot tbe total votinc' powr.r. \"'Oti.q powu. 

Mtmbtn or the Fund a.od &.nlc aha11 subcribc ~ quow lo accord.&aec with the: at.hrcfu.Ja 
~ (« each ~ in the Aap:r~WDt •. the: laraat q\IOW beiac thoM ol tta. Urdctd S~a.ta, Uaikd 
Kiftccfoom. Uaioa ol Sone:.c Soda.liac R~ Ch iu, ud Ftuet. Tlae Uaitcd Su:tu Fund quota it S2,7)0*ooo.ooo; its Baal quota as,nspob,ooo. 
M~ dWl pay to the Fud 2S pt:t'Clmt or tlw::V Q110U lD pU or 10 pe:rcca1 ol thbr Ad oecw holdioc> ot sold aDd u.s. dcll.vo, a thio ..... ;. ....n.r. 
No qvota may be~ .;thcKn the COfl.1n.l of cbe membu tiiiiKHMd. 
Sbart:~ ol the ca:pital atoek tha1l have a par value or $ 100,000 each~ aDd ahaU be availablt:. for 

1ubtcription only to mrmbcn, in quantitia .ched Wed in the Aarttmut.. Two percent of the price 
or caeh ahare ahdl be paid in cold or Unhcd State:a doUan. 

Except a. s;peci6eal.ly provided Olbcrwiae, uch member of tbe Fund and Bank aha.ll have 2$0 
voce::• plus Ofte vote tor tbe equivalent of each $100,000 of its obliration 10 either qc:nc:v and aU matt:e:n 
bt:lorc either a,c:oc:y lh.all be dtddt.d by a majority or the voea cut. 

No spe:ci6c: ill~ IDOOCtaty u.Nt t. Darned bu.t the par value or t.he C:UfTtDCy ot ucb mcm­
tx:r ahatl be h~ in cum. of pld cw ol Unitc<l Statea dolbn ot the ~tchc aad fi:txona in etftct iD 
Jody I, 1944. 
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VlL Power. uuS. 
Opoatioa.a 

The Furul 

The membtn or tbe Fuad shall agree to stab-­
Wz.e their eu~nc:ics alter a preliminary trial peri­
od. They will not be: required, howevu, to maio­
cain the p<'r \•:aluc ~t in thi.t t ri3.1 p::riod i.o.C:di· 
nitC"ly if it iJ :app;n-ent tb:t.t l~timc shihs HI tr.l.dc 
h:ave made: it unrUJOn:ablc to maintain the original 
nte. Any cb.l'lnges rn:adc will be- to contt-t a run­
dame-nu.l. di~uilibrium :and not to gi\·e the coun­
try eoncerl'led ~ temporary ttade aCivaotagc over 
other countriet: and due notice must be gi\•en. 
The fund m.ay object to :t.ny c;h.:ange cx<.:ecding 
10 pc:rteot of the origin:.l n!ue if the <.:hllnge 
doct not .ap~<Lr to be in ;LCCOrd with the pu.rpoKs 
or the F!.snd. 

Memben needins: the CurttnC)' or other mtm• 
ben rn:.y pu.rch:ase it with thc.iJ· owo eWTt'ncy. This 
wilt cn:ilile them to borrow from the Fund when 
lheir need for other c:u.m:JKY ucceds the demand 
(or their own eurrenC)'. The amount or eaeh coun• 
trY• quota detennines the total amount it can 
purch.=se. The nte at which puteba,es may in­
CROUC ls :allo limited. Memben an: dUcourased 
from unntCC$$:t.ry putcbas« by a Kale or charges 
that incn:ases both with the amount or tbe pur­
e~ and the leogth or time ~quircd for iu re­
puteh:a~e. Metnben sh:t.ll be required to rtpurchase: 
their currt:ndes with gold when their monetary 
resei"Vt:s an: increasi.ns :.nd the Fund's boldingJ of 
their cut'ftncy exc«d their quotas. The Fund, in 
tum, may use thi• rold to buy sc:.rce currencies. 
Thtsc a.nd other sllfegu.Ards are intended to pre· 
vtnt the CunenclCJ of creditor Countries fi"Oln be­
inS sc:.ree. Ir these measures should fail, howc\•er, 
the Fund h.:a.sA.powu to ration c.urn:ncy In the 
iotcrt:ru or aO.rubert. 

The Bank 

The Bank may m.Ue dirtet loans to m~n 
ror productive ent~rpri.ses in their territori.cs, or 
it m:ay guaraottc such loaN when Boated throuah 
n:gul:.r invc:s.tmetu channelt. The a:uaraotee will 
make it possible for sound enterprises. to borrow 
l\l low rates or i.tuereat, thus CI\O)UJ"aSinS invest~ 
menu at rates that can rrtsOnably be r-e.p:aid. 
Loans and ru:arantea will be granted at the dU.. 
c~tion or the e:~ec;uti\·e dittttOt'l or the B:.nk. 

Equitable consider.ation shaJI be given to pro­
j«-c& for de\-eloprnent a nd projeclf for ~rutruc­
l.ion a like. A lo:~.n b)ntraet sh.:all be m:ade for e:.eh 
projec;c in lletOrd.:lnee with the tc:.mu :and c.ondl­
tions of interest and amorti-zation payments., ma­
turity, :lnd d:.tes or ~)~Ill at. the &nk de­
tenninC$. In dc1enninin8 the conditions and tenm 
of l~n• to reston: and reconstruct the rcooomks 
o( membert whose territories have bte.n devutated 
by lhc: w.u, s.ped.:al n:g:.rd shall be gi:\•eo by the 
B.anlt to lighten.inR the 6n:.ncia1 burdtn of thete 
memben and expediting the eompletion of their 
projects. 

The Bank shall be govemtd in its dcclsion.s by 
economic eoruide.rations only, and shall not ioter­
fenl i.n the political affairt nor be inftue.nc-ed b)' 
the political ch.aracter o( the membe-r concerned. 

• 
• The Fund 1 The Ba.ak • 

vm. Organisation and I ~h a&!Y shall have ll &ud or Covemort, Exeeuth,•e Directon, Md a ttaff. -
Manaeeaent All powe.n or each agenty ,hall be \'eatcd in the Board of Covemon, consistin.g of one g()Vernor 

appointed by each member country in such nu.nnc:r M it may determine. Go..,emors sh:.ll serve (or 
five )'Urs., The Boud may delegate itt powen, with spec::i.&ed u:ceptiCKU, to the E:~ecuti\•e Din::cton.. 

IX. Loealion of Offices 

X. Withdrawal and 
Suspen.tion from 
Membt.rtbip 

XI. Ame.ndmenta 

XD. Interpretation 

XIO. Entr, into Foi'Q 

XIV. Rtlatiol\1 wilh 
Ol.he.r lnte-mation .• 
al Organizations 

The Exet.uti\·c: Direc;ton o( each agency shall numbc:r no leu th.a.n twelve, s.hall condoot the gen· 
er:J oper:ttioos o£ the a~ncy, ud lhall exercise all powen delegated to them by the Board or Cov­
emo,.. 

or the dltecton &: ... e thaD be appointed by the five ~r eountries ass:umior the largest obbli­
ption.s (See IV). The other SC\'en ditttton or the B~k shall be ekctt:d by all of the Govcmota. Of 
the other seven d.i~ton of the- Fuod not more tb an two thaJJ be :.ppoir.utd by lrKmbcr cownrics 
which 1'1\ay latel! a.uutnc larser obligatioru., twO sh~l be elected by the Amerie:.n Republics not entitled 
to :t.ppoint directon., a nd 6:\·c sh111 be el«:ted by membu COW'Itrifi not eatitkd to appoint dlreeton. 
other than the Amc-.ri<ean Republic~. 

The principal office or each agency shall be located in the territory or the mc:~r a.s.sumiog the 
largett obligation which. in both ~;Utt, iJ the United States. 

Any member o( either the Fund or the Bank nut.y witbdnw from the a,senq at any time by 
transrnluitlr a notice. in writing to the principal oUioc. A mcmbc:r (Wing to full6l any of its obliga· 
tioru under the Agr«metn may be s:uspc.ndtd by either agency and all bene6ts withdrawn. 

Proposals (or modifieationt in the Agreement with rt'tpett to the Fund or 8~nk mull fine be 
acce-ptt:d by the q:ency's Board "or Govemon. With the exception of tpeei6ed provis.ions, the amc:od· 
m.cnt must theft be appi"''W:d by tb.n:e-!ounbs ot the memben h.aving fou:r-6fths or the total votiq 
power. 

Any question ot the interpretation of the Agrec-mC'nt arising between a membc:r and either agcocy 
shall be subject to the decision or the Exeeuti\·e Directors. A mcm.bc:r nu.y ruauire tb.u suc:h decision 
be submitted to the Board of ~-crnon. Specified dis:asm:men~ ~Y be submitted to :arbilrllt.ioo. 

Whh respect to both the Fund and Bank the As«emc:nt shalJ not enter into force until ~ 
on bch:llf of sm~mmcnts having 6.5 percent o£ either a.genqls total obligations and when each o( 
the~~e govemtnenlt hu dcposiu:d atl iDJtr\lment Rtting forth its ac«pt.ance or lbc Asnement.. 

The Fund and Bank, within the terau of the ABTC~eat, lbaJJ cooperate with any rencral iD-­
ttraational ors:anization ud with pubLic inte~tionAl Of1a.ni%atioN having a:pcc:i.:Wzed raporW.bili· 
tif!S in related fields. 
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PIOMOTION Of ECONOMIC PUCE AMONG TilE NA liONS 
held ....., 1M MSPices of tloe Crtizas (OIIfmMo 011 l'"-tional 
EcOIIOtlic Uoioa, Wtilliogtoa, D. C., March • • 19« 

The Importance of Pu.lic Attitudes 
BY ELBERT D. THOMAS 

United States Sonolor from Utoh 

I THINK THAT everyone pment will grant, after listening to 
the papt:n on inremalional economic collabonation that have 

been dtlivc~ during this c:onfenmce, that we have brains enough 
to go through with a sensible prognm. I want to talk abouc at· 
titudes toward thole principJes.. 

• 

There can be: no doubt in an)'Ooe's mind that if any one of 
these plaru for coopcDtion among nations wae allowtd to bf> 
d...,lopecl, ,. .. could have that type of "'"rid economic order whkh 
would make for the uplifting and general prosperity of P<:OPie 
of the whole ""rld. But that is only half the problem. The thang 
that we havt' to be thoullhtlul about is that we become frightened 
or words: for example, this word .. ec:ooomics.u IE [ remember my 
Creek right, it mercly means .. science of household endeavor." It. 
h::u grown to be a pretty big proposition today, nnd people, in 
theory, don't think that it has much to do with the household any 
longer. But lt has everything to do with the household. rust be­
cnuJe lt is on a worldwide scale doesn't mean chat it docs:n1c affect 
the l..,t p<n10n in the house. I think it pays for us to ((O b.ck and 
see how otll'tudu have probably destroyed chances whach we haY": • 
had to go forward. 

I CAnnot holp but think that the group At this oonr~­
tw bun 1tn.aggllng with an idea which is not new but an idea 
which,, i( it is put into efl'ect, will be extremtly new. 'r cannot help 
but th•n.lc. or when the invention or money took place, and the old 
lladm m the market place in the atlcient country or Lydia met 
tosether and hurd about the idea of money how thole old patri· 
ardu exchanged thous!tu with one another a~ said "This acheme 
can nt'\-er "'OR, bc..oc:aute if "'e havw: money a slave 'can buy. £"-en 
wcmen ean buy." And didn't they learn 00.:.! And is any ec:onomist 
aorry that they did? 

But thoughu are terrific things. Something happened whkh 
\II*~ t~e ':'holt-~Y or a past civilization. I hAven't hem in 
publ1c bfc •n Washington very long, but even in my own experience 
l have aeen lOme of thole attitud"'- I happen to be father of the 
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Stntegic: Materials Act, and I remember that whtn it was prae.nted 
on the Hoor of the United StatOJ Senate the d.,.n of the S.note 
and probably the greatc11 Senator in the minds of all the ~pie 
on the Senate floor cold me he would h;we nothing to do wnh the 
bill, and he just walked out. He didn't even listen to the di.scws:ion, 
bec:uue he said th:n if he knC\v anything, he knew th:u America 
Jacked nothing, n.nd he knew too that :u long ns the British N:wy 
complemented the Ame.rica.n Navy, we would la.ck for nothing. 

A~~tricons Not Self·Suffitient 
There was no use or any explaining to him duat the Amcric:m 

people wtre a people that lived out of tin cant and on rubber 
and that we didn't ha\'e either tin o-r rubber. He didn•t undtr­
uaDd that. And irony or ironies

1 
the \'Cry man who has charge of 

our nationaJ economJe stabilizahoo today was 3. man who tried to 
kill this biU that gave w a litcJe bit or a start towards thinking in 
tenn:1 of our own dependency on the outside \\'Orld, and demon· 
sttatin.g that we are cconomicaUy interdependent and cannot live 
by ounelveo. The ""rld lw moved a great distance since then. 

Th>t bill did ""nders for us. I might giv<: you an illustrotion 
so you un aee how mudl a little natioml device can do i( you 
have it when the opportunity to usc it comes. You h.:1ve heard o( 
cartels; )'OU ai'C not familiar with the fac-t that on the d:.y that 
Gennany went into Poland, Russian interests in the United 
Statea started buying up all our rubber, and that rubber actually 
skyroclc:eted three hundred per cent in one day in price. A rcpn:· 
sentative or the rubber cartel m shed down to WashiJ1gton and mto 
my office, because I handled the Strategic Materials Act, told or 
this condlcion, nnd nskcd what could be done about it. 11tcre ww:n't 

• 

anything in lnw thnt could be done about jt, Cor the simple rt:uon 
that thooe r.cnons had all the right in the world to buy rubber. 

But ddTtrtnt a.rrnngcmeou were made. An emb:ugo on the 
exportation of goods brought into our country for our nationo.l de· 
fense followed. That "''used the price to fall. But that WlUn't all 
we needed. We needed more n.ah~M-r. and rubber wM a commodity 
which ,...., controlled. We needed an iru:rease by a hundred per 
ct"tlt o( America's quota for this )'Ur and next on the robber ~t 
to our oount~y. And we got iL Had the Japanese known about 
it, they probably oould ha"" done us more danuoge by sinkiDK the 
rubber that was on the IUgh aea than they did by attada.ing Pearl 
Harbor on the 7th of De«mber, 1941. But they. didn't, and .... 
¥t-ent along without a matC'riaJ inerease in the pri« of n.abbtr 
and without Jbortaf!" until we actually got into war. 

Those thift81, then, were done as a result of study, but you 
have to have an attitude toward that study to accomplish anythang. 
Wh:u can you do to bring about. a change of :tttitude among the 
people of the United States which will eawe them to see, for .,.. 
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ample that if the ~ were at peace and there "'ue a rutOra· • 
lion of the old habit of the master giving every one of his oervanu 
a new coat or a new dras or .something like that every year, our 
cottOn problem """'ld be ended by ~t tingle. "'t? l( ~u could 
only get the Chinaman to add another 1.nch c.o hll blue denam wotk 
dotheJ we wouldn't have ;t cotton surplw in the United States. 
TitOte 'are pretty small things; stiJJ we arc afraid or them. We are 
Always a (raid, Tht'~ are t-nough things to be frightCJ\ed about, 
but don't let'• be frightened about bettcritlf_ ou:r own people. That 
iJ the &illicit fear, nod yet we suffer hom It mote thnn any single 
fear that I koow any,hing about. 

We are building n steel plant which is unique in the history 
ol the country, a plant which iJ ncar all the raw materials you need 
to make a uccl plant economically profitabl~iron ore, coill, gas. 
and wt arc putting h in :t. place where t:Vtty worker can have. a 
home where he Clln h."lve a garden, where he can live a nonnal lire 
as in 'the choicat or our citits. Healthful su.rroundi.np. Education 
lor his children, from the kinclergancn to the univusity. That plant 
is moO? oocial than it is economic, but please tcll me what is the 
difference bt1ween a IOCial approach and an economic oM. I don't 
know the difference my>dl. I doo't- aoy - in acc:ompl;,hing 
anything i( it iJ not w:omplished for the mc:n, ~'Oil')tn, and chlld:ren 
o£ che wotkt, bteau.~e I think they are the most important elemenu 
in the \II'Orld. I don't know what serue there w:U in the Cft:ation or 
the ·world i£ il w3sn'c for lhe benefit of these men, womet\, and 
children. 

Can we change attitudes? I am going to try ngain. Next week 
thtre will be. iniJ'OducM another resolut:ion1 providing for a nudy 
on chc p:ut or our Departments, the bringing together o ( groups 
JO thnt we c;An be rcndy when the time comet, 110 thnt the T ren$ury 
Department m:t.y have an outlet and we will not wotk in many • 
ways. We will work in one way, towards bringing nbout :m econo. 
mic undentanding or the whole world problem. The resolution 
will have more dignity than my fonner rctOiution hnd, because 
it will have the namts or the heads or two of the gft:iltest Senate 
eommium on it, nnd h may be 've can build up some ttntirMnt 
tn tneoumge the things thoc thoughtlul m<n h>ve alrcody Jhown 
us need to be done. 

I hope we m>y be able to show that there is nothing lor tM 
American people to lear in bringing about a better world, a better 
>t>ncbnl ol Jivi~ for all the people of the worid. If ....., can got 
cmr that fear, then it will be pow"ble 10 adjust most of the eeonomic 
barri<n which haY< come into being u a mult of false political, 
probably 10lfuh political thinking. My hope for the Citizens Con· 
fc:rcnc:t on Intemationa) Economic;. Un.ion ia that you may be IJbJe 
to treate thotc anirudes which will bring a.bout the breaking down 
or the old barrien. 

• 

• 

TM Mech.ISIIS of WorW Ec01011k 
CollAboration 

BY HERBERT E. GASTON 
Auidtnt Secrettry of the Tre•s.ury 

~E WOE nnd 1hc dl$nster of war nre so great tha t '''C ought 
not to ndd to them the peril of an unplanned peacc1 or amistice 

between wan, thnt may be ru destructive as the war j tje_Jf. 
rn planning it iJ w ual to think of nhcrnativca, and we ha.ve 

them on the international economic front. One would be economic 
bolationism, but h would be easy to show that jt isn't a workable 
:tltemative. We don't aacdy know what waJ the degree or iso1ation 
on this condnt:nt prior 'to 1942; but we do know that iloladoninn 
has not been the rule since then. Nor c:ould ic ~ve been. 

Then: is probably no political unit on earth oo W<:ll fitted for 
econom~ dol:uton as the United States of America. 10 Marly 
equipped to supply all its own wants; but u. aceomplish h we 
>hould need a police Ioree or ~nable ,;,., and the """It 
would be an economic raoo1ution intc:malJy. It is o( c:oune quite 
true chat Am('rica is he.T own best eustomt:r, both Cor the present 
and the future, and that fort.ign tf3de accounts (or but 11. SJMII 
rractk>n or our bmineu. But that small fraction has bct:n built or 
has grown into the rabric and tissue o( our economy. We couldn't 
cut it out without striouJ d01m<tge and peril to our economic health. 

So long OJ we need :\nd wa nt the products o ( other lrt.nds we 
sha ll h3vC foreign trade, and no set of restrictions will entirely 
choke it ofT. There acenu to be no good reason to choke it ofT, but 
on the other hnnd n good many reasons why we should cncoumgc 
it. 

There arc reaM)m of immediate and obviow aelf-inte.rtit. We 
need to buy and we need to sell. We need to buy products that 
we don't grow, make or dig. In spite o( progras in aynthrtia we 
>hall probably wont to go b:lck to h<avy imports ol crude rubber. 
We shall h:we to continue to get our tin £rom abroad and to malr.e 
the h'lh-•peed and 1pecialty steels that modern indwuy and trotU­
port demand we .hall ha'-e 10 import 40 clifferent eommodities 
lrom more than SO eountries. We need asbesblo, nitrates, chrome 
ore, fW< fiber and variow kinds of wools. These are basic mat<tialt 
for manufaeture, but the list is long when we g•t into the field ol 
c:oruumer wants with 1udt items as coffee and tea, tropical fruits 
and nuts and a great variety of food products. \Vc want alto, 
though we may not need them so badly, ell..,.. from Holland, 
china from Crut Britain and Sweden, linen from l reland, laces 
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(rom ll<lgium watches from Swi~ttrland, and no doubt 103ain "'"' 
wines and ob}c_ts of art beauty and utility from Fran«. \Ve want 
rup and other ccxtilts I rom che near and the fa; Ease and works 
of ntt :md handicnft from the rtmOtCSt mountauu ~nd valleys of 
all the continents. 

lncporlin<t of Foreign Morltets 
These thjngs we would not give up withou~ l\ wrench to our 

economy and our mode or livitlg, nor could we gwc up our exports 
without difficulties just M serious. 

Although nommlly we seU abroad lcs~ th~n lOyercent of our 
output of movable goods, that 10 percent ~~ vHally unport.1nt. Th.e 
l ignifieance of the:: foi"Cign markets mwt be JudP,, not ~'!' the btUas 
or the rmagnitude alonc,_bu~ ln ter_ms or the( c~c·~l posruon of the 
foreign marktt in cm::un tndustnes and the •nd1rect effccu tha t 
lou or thOle markets '\\'Ould have on other indwtries. The tobacco 
lea( indwuy, (or example, in 1938 exported 37 perc:e~t or i~ total 
production the c:otton indwtry 46 percent, and the aucnft •!K'us-­
cry 62 ~nL Th< foreign market is abo ~ luge for modlinery, 
petroleum, fot autot, iron ~ned, chemicals and whe:at, to men-
tion only a few Of the most Important. • • 

Exports, too, will assume an added ~ponance ro~ us m ~he 
immedi>te I""' war y<an. This count'>: wdl be facc:d wll~ the job 
or rceom-erting from \\";lr to pcacc:·Ume producuon. Si~C. the 
pi'OCCSII Of ma.nu(r\Cturing. a steel ingot ,is the S3mc wh~thtr Jl 1S to 
be f:uhioncd into a tank or a locomouve, the oonven10n problem 
will be comidcrnbly lighter if the industries producing capital 
guodJ enn expect a continuing market for their output. h mny be 
expected thnt for a considerable time other countries of the world 
will need urgcndy the mac:hinc tools and capitnl c~uipment thl\t 
tllis country will be in an excellent position to prov1de. . 

Considerations or diteet and obvious self-intcrett lhus dicta te 
(or w n policy o( crying 10 open up and co keep open 10 che 
m:ucimum degree the channels of foreign tr.:idc after the war. \Vc 
ean profit by exporting our special skills and produett and by im­
porting the spte:in.l U il!s and products of othu countries. But there 
are other lm obvious and direct advantages that are in the long 
nm probably n't':n more imponanL Few other countries arc as 
n<arly ..,1(-conlain<d eeooomie3lly as ""- For mon o( chem lho 
life or thcir populations on any dtcent re--d or subsistence depends 
on the ability to export and to im·pon.. This is as true or countries 
with a high O<pnizacion or industry as or countries w~ are 
mainly 10\ln::t'S o ( mincro.ls and agricultural products. It IJ true 
or Grt:at Btit.a.in, of Sweden, of Bruil ~ tO tOme countJi.a the 
export or se.rvitts such as shipping meatU the diffe:renee bttwMn 
depression and prosperity. For many ot thtso count.rics the United 
Statts is the major market and they also constitute importAnt 
markcu for w. 

• 

• 
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One or che rtlOft •lriking faciS about !he modem "-orld iJ iu 
increasing economic inttrdependence. One or the by·producc. or 
!hac imerdependence is that prosperil)' can be exported and so 
can depreuions. I( we trade w1th other lands we arc to a. contidtr· 
able degree aubjcct to economic inOue.ncn 3l work in them. We 
hllve a ,take II\ world pro!perity, in a gt:nerally high level or we.U. 
being. We h:tvc an economic .stake, nnd n1so n politicnl atakc, for 
economic preuurc; mB.y a.nd do produce politicnl cxplos.iom. J ~ we 
mean to avoid other world wars on the heels of this one we mull 
IOic no time in building the economic foundations that will mnkc 
oominuing world peace JlOS'ible. 

Action Mwt Be PU.nned 
Some ~pie have such gre;~.t iaith in the automatic mechanisms 

of econom1c life as to believe that no planned oven action b needed 
(or the rutonation o( international trade, that the \\'Orld will go 
bad< co the bappy posicion o( some blessed year in the p:ul if only 
ld1 co che devices of che individual businaa man. Hopes such as 
chat igno"' completely !he experience so painfully aequi~ during 
che deeodes be1ween che cwo wan. ,_yean .aught us that no 
nation can 3\'0id auum.ing some responsibility for the economic life 
and trade or iu citizens. , ... : can choose the economic warfare or 
the 1930'•, whc.n tht na&:f.n.s o£ chc world undertook to handle 
world trade and currency problems independently, or we can 
bt'nelit bf. lhiJ ~pericnce and Jay our plans for solutioru which do 
not 10 c early lead to decreasing t:rade and lower standards or 
livin~. 

From the high tariff policies of the late boom years until the 
outbrea.k or the prc,cnt conflict, the major countries were engaged 
in practices which seriowly dim..i.ni.shtd the volume of 'vorld com­
merce and prosperity. Politically, we were officially nt pc.1ce dur· 
ing tl-1esc )'CA.n, but economic warfare was bcJng waged continu .. 
ously. Although no single country was entirely to blo\lne, all were 
ihort-.sighted. Nations attempted to achieve economic rccovr-.ry at 
each other's exprruc. By means of quotas, tarill't, exchAnge con·· 
trois., and competitive drpJUiation of eurrenc.ies, countries under .. 
1ook 10 exr:rt un<mploymenL Th<K measures provided ltmporary 
relic( unti the countries d~riminatcd against followed naiL The 
volume or "'orld trade deelined rapidly and all su.ffe~. 

Compelitive exclunge depreciation is an evil which snowbalb. 
The actions of Jpecllic countries and groups of countries in tuttil'll 
the value o.f their cu~actions which often could not be 
a\'Oided withoul h<lp which was nol obcainable-aeaced pressures 
on other countrit'l to do the same thing. The exc.hange deden, 
undcntanding the incentive to further depreeiMion, were en· 
cournged 10 speculoce and thus oontribuced co the Oighu from 
•pecifc currencies which were developing bec..'U$C of the g10wing 
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monetary instability. The whole pattcm of exchange relatioruhips, 
so slowly reconstructed a£ter the lilSt w;tr1 was endangered, and the 
situation became one of scriou$ monetary disorder. 

Jn addition, another devclopmCnt took plaoe which further 
d.imini.&hed the volume of world commerce. Nations, i! they are 
to buy abroad, must pay for their purch~ in one or mn::e ways: 
with gold and foreign exchange, or w1th money obtamed by 
selling their own products in foreign countries, or with money 
obtained by borrowing. Since no country is able or wiJiing to permit 
a gold out£low indc.6nitely (and the deprts.sion had considerably 
dcc.rc.:ued the opportunities of selling abroad), foreign loans and 
credits were very important in determining the level of world 
1r.1de. 

After 1928, however, this last avenue for the acquisition of 
foreign cxc:hangc was vittually closed. The anrncdon of our own 
stock market Cor the investment funds of American and fore ign 
investors was one of the reasons for the pre..cJeprt$$ion decline. 
Unsettled political conditions and the depression were responsible 
for the rtJuCt3nCC O( investors in SUbseqUent years, The result W3$ a 
further decline in the C.'Oport markets of all nations. 

Problom Domands Yost Pr09r1m 
Thus the problems we shaH have to face after the war are 

not merely those crent'cd by the \\'3.r it.se1f, but in large part they 
arc the heritage of the years of depression and economic warfare 
which preceded it. We shaH face a worJd disorganized, exhausted 
and in mnny areas devastated by war. The occupied areas and 
those which have been the baulefields will require economic assist· 
ancc on a tremendous scale. UNRRA, the international relief or· 
gnniz.ation, will provide for the most urgent needs, but relief will 
hardly be sufficient in view or the devastation or Europe and the 
thoroughness with which the occupied nations have been plundered 
of machinery and other ca.pittll equipment. Immediate positive 
action will be nccess.·u')• to prevent economic stagnation a nd the 
social and political unrest which would follow upon it. 

For some yean after the war a few countries will have the sur· 
plu.s commodities which can be used to pay for imports. Until such 
time <'1.$ these nntions can again make use of their full productive 
capacity, extensive international credits must be provided. We may 
~:uonably expect th;lt the required volume or shon term capital 
wUl be made available by commercial OO.nks and trading houses.. 
Indunnalisu and foreign tr:lders are al...,.dy making plans to 
re.'lumc their usual exports and to extend generous credits to their 
customers. It i! also lik<"ly that the~ wiU be a rapid resumption 
or direct investments in industiial enterprise! nbroad in the form 
of subsidiaries and branch plants. 

In addition, the world nonna1ly counts on a considerable 

• 

• 

• 

• 
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volume of long tcnn credit& to bring about a large and balanced 
international trade. As much as one-fourth or the exporu or the 
large indwtrial countries has been paid for in ordinary time.'$ with 
funds provided through foreign investment. In the post war period, 
long term credits will al.ro be required £or recorutructioo, for re .. 
coovenion to peace time producuon, and for the development of 
economically backward 3ftas. 

For many reasons it is unlikely that private investors will pro· 
vidt an adequate supply of long tenn capital. l n view of the loMes 
suffered on foreign securitio and the restrictions imposed on the 
withdrawal of earnings in the last decade before the war, private 
investors may reasonably exercise considerable caution. The uncer­
tain bw:iness conditions which will undoubtedly prevail for a 
number of years will also 5erve to discourage long term lending. 

Public And Private Enterprise Ntedtd 
O nly with some assistance, therefore. can private investors be 

expected to satisfy the unprecedented capital requirements of the 
)Xl$t war world. An institution is needed which can encourage 
private investors and share their risks. To meet this need the 
United Nations have begun discussions which look forward to 
the t!tablishment of an international agency designed to facilitate 
c.he extension of long tenn c.rcdits;. A tentative plan for a Bank 
for Reconstruction and Development has been £ormu1atcd by the 
technical staffs of the Treasury and other departments and agencies 
or this government. 

The proposed Bank would be a permanent inter·governmental 
institution designed to encourage and to aid international invest · 
ment through the usual investment channels-. It is intended to 
make no loans or invesunems which can be made by private in· 
vestors on reasonable tenns. In those cases in which borrowcn 
could not .secure loans for productive purposes without a id, the 
Bank would guarantee the lonns made by private investors. Where 
market conditions made it difficult to secure all of the funds from 
private investors, the Bank might participate in loan$ made through 
the customary channels. It mjght al.so supplement the private 
capital market by making loans itscl£ if capital for productive 
purpo5ts was othtrwise not obtainable. In all of its operations. the 
Bank would lay grcnt stress on the productivity of the project to 
be financed. While the Ba nk would be interested in seeing ade· 
quate capital made available for. productive purposesJ it would en­
courage only sound loans on wh1ch the borrower would be able to 
pay interest and principaL 

· The existence and operations of the propo!ed investment Ban)( 
would be a powerful stimulw to the revival of private international 
lending and tr:lde. I t could not, however, do the whole job alone. 
If private enterprise is to take hold quickly, investors and traden: 
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murt confidcn~y Cllpect the rutonation of stability and balance • 
and a gre:uer degree of frudom in iAtanational toonomic rela. 
tions. 'l'hete mwt be explicit assur.anee that the mo""tary col· 
lapse which follo"·fd the l:ut w3r in m:tny countries will not be 
permitted, and JC:COndly, that the restrictions wbi<:h h:unpertd 
trnde and the withdt"llwal of e:m~ings will be abandoned as quickly 
as posoible. 

To ;t.CCOml>lbh these purposes nnothcr irHemaclonal agency 
is cuJTently und~r di.scu.stion by tcchnicinru of the United Nru.ions. 
In this eaJC the propos;~.l is for a pe.rmnncnt International Stabiliza· 
tion Fund desigrlCd to prevent undesirable cu:rrency fluctuac.ioru.. 
The Fund would abo have as a major function the removal of the 
monetary mtrictiom on mde whi<h de-'Ciopcd duriog the deprts­
sion and the w~r. 

Doth functioru tu'C extremely important. Moncwy stability doet 
not me:1n that exchnngc rates will be pegged for aU time with no 
nuctuatioru pcnniucd, but rather th:u exchange rat"es muu move 
only when essential to establish orderly nnd stable p01ttcmll in AC· 

c:ordanu with chnngcll i n the b:Lsic economic relationships. The 
Fund would require that member countries define their currencies 
in gold and ~~ not to ch:tnge these rtl:uionships, except to a 
very moderate dcgn:c, unleos the ehonse had been approved by 
the Fund. In tum, the Fund would help member eountriea main· 
tain the value of thcir currmcies.. Member countria would abo be 
prevented (rom enpging in competitive currency depreciation and 
from imposing exchange restrictions, exct:pt for the purpote or 
controlling undesirable ~pital movt:ments. 

Both the Bank :and the Fund would hnve no other purpose 
than to help crentc conditiom under which the flow of foreign 
trade and productive investment between member countries would 
be fosterod. To the extent that we succeed in creating nn environ­
ment conducive co n high IC\-el of commt:lU', the interests or all 
nations will be JC.""Cd. Both p.rojects are now in the area of technical 
discussion. To ~~ them up will require. inte:nuUooaJ agreement 
and of cou"" lrsisi•tion which mil put the full weisht of our Gov­
ernment b<hind them. 

The problems involved are international in scope. Our ex­
perience in the ye:u'\1 between the two wnrs, when countries at· 
tempted td denl with these queuionll indcpende.ntJy, must convince 
w that only through effective intemntional cooperation can they 
be solved. 

• 

• 

Progress Toward lnterutiolal Ec0101lic 
Cooperation 

BY WILLIAM FOWUR 
Chfef, Division of Commercial Policy, Office of Economic Afl'eJrs.. 

Ooportmont of Stote 

I T lS FOR TUN ATE that we ean assemble here today to dis· 
cuss, with a sense of realism, of confidence, and of urgency, 

the kind of international tc:Onomje coope.t:uion that wm be needed 
if we are to h:.ve proJpe:rity and security for more than two-or 
~rc years after this wa.r. 

If nations now our allies hod not stubbornly held back the 
Axis forces we might well be Jtanding alone today in a ian-ditch 
f~.Sht. If we had not nwnkened to our mortal danger, even before 
Pen.rl Harbor, and put our great producing forces 1nto coopcra· 
lion with tllC fighting forces of tJ1e democrntit 113li011ll; if we had 
not, after Pearl Harbor, linked our producing and our fighting 
forces with those or the other United Nations co Conn one gigantic 
ma<hine-we probably would not be here today dacwsing post­
war problems. 

Through wholeh<arted COOpel"lltion we have been able to re­
mo\~ any question of ultimate victory. By exening ourselves to the 
utmost, in cooper.1tion with our allies, we can huten the complete 
coUapse o£ our enemie1, minimize the economic costs of the war, 
and, above aU, save livt"l. We know now th:u we 1hnll have an· 
other chance to establish a world order tho.t will provide security 
against future nggrcu jon and opportunity to all pcoJ)lcs to enrich 
their lives, economically and socially, and culturally. 

Such a world order will demand international cooperation in 
a far higher degm: than has .. ..,. cxis!M before. 'l'hete mil ha,., to 
be international coo~t-ion to keep the peace, but coopention 
for this pwposc alone will not be enough. 

Coopu.1.tion in the economic field is needed tor two reasons: 
FirJI, the obvious ont o( helping to ac:.hlevc nn expanding world 
economy, !uU productlve employment, prograsive improvement in 
real Jiving standnrds, and freedom from wnnt and the fear o£ want ; 
lltond, for the ruson that international cooperation in the econo· 
mic field is necessary if international coopention to keep the 
world peacc:fuJ is to remain vigorow and effective tor more than a 
few decades. 

n,., task of makins the world sate from rccuniog outbr<ab 
of war is 10 important, and 10 difficult, that we cannot afford to 

nm any uonec:<sUJY risks of faiiW'C. Su<h a risk, amounting almoat 
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to a «rtainty, would be ever present ln the absence or intcrnatJonal • 
tconomic cooperation. Nations would not cooperate indefinhely to 
keep and, if net.eU::uy, 10 enfotee peace iJ economic warfare wtre 
pcnnitted to develop betw..,n them. 

ln order to insure against the outbreak of ecottotnie war­
fare, the major trading nations ol the world will b.lve to do more 
than merely \'OW not to repeat the same economic blunden they 
made after the b~t war. The cc:onomic lituation c:onfrontina the 
world at this war's end will be tuch that anything shon of pooitive 
national programs of economic rtc:Omtruction on the part of all 
govunmcnu and in cooperation with each other will not be au£ .. 
ficicnt to prevent ec.onomic diM)rdtr within and between nations. 

The main outlint$ of the early postwar economic aituntion a.re 
becoming clear. Many countries, particularly on the continent of 
Europe, will be devlUilUed, There wiU be dctpcrate shortages or 
nearly everything. In others, notably the United States, there will be 
0. t.rttncndow job O( rf'OOnvtn.ion from war to ptilCC time frodUC• 
tion. ~{illions now in the anncd Corea will need productJVe em· 
ploymenL The foreign investments of other countrits, ponicularly 
of the United Kingdom, will have been depleted to the point where 
tbey will yield far lea purdwina power for impons than they 
did before the war. In ~ncral, tbe net'ds of the out&ide world lor 
dolla11 with which to buy many lhings we wiU be in a polition to 
produce will be vas~y greoter than the >upply of dollars readily 
available to them. 

In such a situation me~ avoidance on our part and on thdn 
or new and higher b~rrien to international trade wUI not con· 
tribute J>O'itive)y tO the 10Jution o( the n:llional :tnd intcrrUUiOnaJ 
problem or ma.ximizing production, the exchange or §OO(IJJ and 
conswnption. Nor will the mere avoidance of another 'wnr-debt" A 
burden, or or unsound ro~ign ltnding and wild speculation, be a ., 
positive contribution. 

The early >traim will be OAJed -.ewb.lt through the opera· 
lions of the United Nations Relief and Reb.lbilitotion Adminu tra· 
tion. But for the lon&"'r pull, much more will be .....Sed. 

Tbe proposed United Nations Fond and Agriculture Organiza. 
lion should be bcnclicial in many way.. 

Surveys For W And Fund htM E..!y 

Comidtr:lble progms has b«n made in discussions looking 
toward international currency st.abiliution-one or the most im­
portant m:ttten caJiing for efTtctivc international coopemtion. Pro· 
~ls for an internntionml b:ank co tuppleme.nt private and nadonaJ 
1nvtstment are also undtr di.scussion. Given the will c.o coopu;~te. 
it should be possible to work out satisfactory and mutually helpful 
an-ang=cnts in these fields. 

TilB BRE'ITON WOODS ACREEMI!NT 

• Cooperative efforts to solve postwn.r shipping and aviation 
problems will be needed. 

l1lCIC and other special intcmation:.d economic problema 
require, and are reccivin,, const:ruclive attention, The most b:uic 
problem of all, howevt:r, lS the problem or tradt: biUTiers. 

lf the ntl14'0rk of trade restrictions rm1a.ininJ( on the peacetime 
statute books comes back into full fon::e and dTeet after the war's 
end, the oolution of the difficult problems of the transition period, 
•nd or the lonac:r·rangt problems ol =nomic reconstruction, will 
be rendered vastly more diffi<:ult. 

This network or trade barriers is the lqacy or economic 
anarchy and chaos during the interwar yean. It has been loosened 
consjdtmbly by our own tmde-agreement~ program, but too much 
of h remains to pennit anything like the maximum flow of inter­
n:uion:.l trade. 

This network of trade barricn or t~ll kincb.-tarifTs, import 
quota,, exchange controls, and di.scriminntiona-should be c..xnm· 
ined critical!)' by all con«mod with a view to dearing away all 
unnecenary obst::Lcles to intcmationaJ trade after the war. 

The time to do thiJ is now. The way should be prepared in 
advance Cor a subsmntial increase in international trade O\U pre­
war Jevcb as soon as cin;umst:u~es afttT the w:ar will permit. 

The ...00 of this country and ol othen lor such trade, on 
as divenified a basis as possible, will be rar gn:ater than it has ever 
been in the past. Without suth nn increase in international trade, 
we oholl loll far short of the goal ol lull productive employment, 
here or elsewhere; we shall not have a vigorowly expanding vt•orld 
ceonotn)'; we thall not have a .strong econornie foundation for en· 
during sec-urity. 

• 
f run not s.u.ggcsting thAt it would be either feasible or desir· 

able Cor the world to go over suddenly to c:ompletdy free trade. 
The world has gotten too Car away from that ideal of laWez:-faire 
=nomic theory. I am suggestin$ that unlea the peoples of the 
United and As>oci>ted Natioru S'lle early and serious thought to 
loosenina up the world network ol peacetime trade restrictions, 
and talce timely and dl'ective steps to do so, trade and employment 
alter the war will be kept below desirable and attainable levels. 

Each country's trade restrictions afTec.t advttK.Iy the: relatively 
ttrong, more productive branches of production in ot,her countritt. 
At che a.'\me time, these ratrictions cut down foreign pun:h~~Jing 
power ror the country's own export products. 

Foreign tariff•, import quot:u, and discriminatory measures te· 
duce or cut off foreign markets needed by our export branches or 
production. 

The genera) relaxation or trade burien and the elimination 
of trade cfucriminatioru would bencli~ in each country, thote 
branches ol production naturally best suited to provide produe· 
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th-e employmenL 'lbere would be a large net gain in 1uch em- . 
ployment,, and in the production of pea~lime goods going into 
coNumpbon. 

Fonunatdy the facts or international lire arc rar better and 
more widely known now than they were in 19 18 and the )'cars 
following. We learned most or them lhe hnrd way-when the (abe 
protperity of the Twenties \ V3S shattered almost overnight- when 
ror lhe second time within a single gencratjon, wQ.r came agnin nnd 
quickly enveloped the globe. 

We lcamed that our TariJT Act of 1930, on top of thc»e of 
1921 a nd 1922, did not ensu.re prosperity to anyone. Too late we 
saw tha.t it wns just as effective in stopping our own expoi'U ~~ it 
w;u in napping imporu. We saw national income, (llnn cash 
in(Omc, and indwtrial wage and 5alary payments plummet down· 
ward. We '"w breadlines in the shadow of bulging gronarics. 

In 1934
1 

with the initial pas53ge of the Trade Agreements 
Act, the Unntd States sought to substitute econontac c:oopuation 
for economic anarchy and economic warfare. Prior to the outbrealr 
of war, mutuolly helpful trade agrean<nts had been oonclu<kd 
with 20 for<ign countries. Included amo"8 them were nuny of 
the mos:t imporu.nt tnding nations of the v.'Orld ouu:ide the Axis. 
These agrccmenu lor the reciproeal reduction of trade banien, 
and for general rules of fair play in international commercial rela­
tions, helped to intprove our fotcign trade. They helped abo co 
improve general relations with the countries concemecl. 

Since the outbrt'ak of war, trade agreements hnvc bcc.n con· 
eluded ~ith lcelnnd, [ran, and four n~ditional Amcric.an republics 
(Argcnunll, Peru, Uruguay, and M'eXlco) . The latest extension or 
the a uthority to enter into such agreements in 1943 coven two 
years ending j une 1945. ' ' 

Ground lrolte11 For World Trtde Plu 
This encOUJ"aging experience with cooperMion in the fie ld 

ot tt\\de b:trrien should make it far wier than it otherwise would 
be to dtal connructively and effectively with the remaining net'ft'Ork 
of tnde rCJtri<tions, and with the whole broad problem of int<m:1-
tional <C>Onomic rebtions in the postwU period. 
~ toward international coonomie oocpention on a 

bro;od bosis.lw been ~elped by progress toward an elfeetive JY$tem 
of tntematoonal seeun ty. The Declaration by United Nations, the 
'?"Its of the Moocow, Cairo and Teheran Conferences, the reoolu­
llOn adopted by the S.oate of the United States, by a vote of 85 
to ~· and the similu reoolution ~ by the Howe of Represen­
t~uves by a ':"te of 360 to 29, are among the moll hofCful ind ico­
!•ons chat ~11 g~vemment intends to do everything 1n its power 
a.n coope.rauon w1th other governments to achieve t nduring peace 

• 
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AOnd security aft<r this war. Amerieao farm and labor l .. den busi­
·~ orsanizatioru, religious orpniza.tions, many other rep~ta· 

twe groupt, and the pms. ha"c ind.icat.ed awa.raeu of the neca­
Jity for United Suue. eooperntion to t.bi.s end not only for the 
purpose of Clt.'\b1ishinl{ a JCC-urity sys.tem but atsc: for the purpote or 
creating oconomie condidons f11vombJe to the oontinutlnet o ( such 
a SYJU!m. 

Mnny sCCJ>J townrd tho objectives set forth in the Adnntic 
Cha rter and in Article Seven of our Mutual Aid Agreements rem3in 
10 be tnkcn. Whether they will ~ taken depends very lntgcly upon 
the people nnd the Covcr11mcnt of the United Sta tes. Public nnd 
prlvate diJcwsion of proposal$ :1dvanced (or achieving these ob· 
jcctives t hould help to huure further progre55 toward the-m. 

Ec011011ic lnterdepeaclence in tile Postwar World 
BY AMOS E- TAYLOR 

OitKtor, Bur~tu of Foreign and OomestM: Commerc., 
Deportment of Commer<:o r I WERE to base ~lk this morning on a text I oould 

hardly do better than quote one- of my Conner graduate- teachen 
at lhc Univenity of Chicago. I n a p.1mphlet, wlbc Colden Rule 
Among Nations.'' Professor Andrew C. McLaughlin closed hit way 
with the following scntcnee: - "If war ta ught nothing el1c th:tn 
the gol.den n1lc or economics that the prosperity of a nntion is 
bcncfiCJnl to ill neighbor, and the poverty of one nation it a mit· 

•
fort-une to the world,- if the war taught only the interdependence 
or unmistakable community or interest among nations-It taught 
a valuable IC»>n." 

S ince 1923, when thes.c words were written, we have h:ld 
many occasions for pondering their meaning. The bn:;akdown in 
the .worJd't exchange mcdunism during the early thirties. the 
dec~ne tn the YOiume of goods ond setvices which the peopl<S of 
the world found it possible to acbongc on a bosiJ of mutual 
~t, the prasure on the intc:mal «<DDOIlia of many countries 
and our inability to check the drift to war - all !hoe reflect a 
failure to apply international temedies U, cure intem:utonal 
uWadieo. 

Tbe modem economic: and industrial sys.tem is an intricate 
~ interdependent mechanism of ~'Orld·wide dimensiotU. <kar any 
unportant tegme:ntl to war and you have the means of far-rcachiJli 
destruction. ~rhc aou~ttt of power are drawn from the earth from 
the sea, and (rom the a,ir. Gear it to peace and itt produeti~e and 
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treativo poosibilitieJ are phenomenal. Why .hould we not enjoy ill • 
fruits in more leisure and a higher Jtandard of tivin3? 

In time of war the modem industru.l nation is a highly integrated 
ewoomic orpnis:m. Combatant and non..combatant are equally 
important to its e:fliclcnt operation. The distinctions of a century 
"30 in eonvaband and non-eontr.lband have disappeased. Virtu•l· 
ly aU articles of commerce are e51CntiaJ. The former distinction 
between weapons or wu and foodnuffs has become blurred tinec 
technology a.rld chc.miJtry have made it possible to develop high 
explosives from onimal lata, oils, grajns and other food productt. 

The indwtrialbm of the nineteenth century contributed much 
towards the development of an econoJnjeally interd~dent v.'Orki. 
Raw materiab from remote pans of the eorth were moved thou. 
sands of miles into populated a.rus whe-re rn.ch.ines and v.-orken 
were concentrated for tht: purpose of tumins tbcse materials into 
&nuhed products. Tbe latter in tum w.,.. shlpped to disUint 
markets ohentimts back to the same areas whence came the 
material ingredient~ c:Mcntial to manufacture. During much of the 
nineteenth century a complementary rehuionship existed between 
these mpectivc Areas.. Each produced whM the other needed. 
Creditor notion• found ready markets for their manufactured pro­
ducu in all pans of the world, including the less-developed are&J 
which supplied many Of the food prodU<ll (or tbe WOTking populO• 
tions and the raw materials for the factories. Debtor countries had 
a market lor their mineral and agricultural produtts. thus enabling 
tbem to pay the intemt aod dividends on the obligations repre­
senting the invatments of the creditor countries. Good.! moved 
rathtt freely, acandards or living lmprovcd, and the world wM 

relatively free of major wan. 

Each Nation M.lst Coll•bor~le • 
These complementary economk relatio.nships of the ninctetnth 

cmtury do not emt today. Not only hove two world wars ereated 
~ distortions in the world rconomy but modem te<hnolcJsy 
as "''t'Jl as adva.nca in communications 'and tr.LDSpOrtation. have 
made the world economy mueh mo"' dynomk. International col· 
laboration b abtolutely essential if we are to assure ourselvu that 
the utilintion of our vast resoul"(les and our means of drnwin..g 
boundless energy from many sources are to be directed towarciJ 
constnJctive rather than desttuctJve ends. 

Fint of n11, good• must be pennitted to move, and in large 
volume. \Vhen we consider that productive capacity is potentially 
~ited and that moc!em te<hnoloJ!Y .•nd means of tramporta­
bOO enable us to move an almoot timotlea volume of goods it 
would _,. that the -.1 lor a brood exchange of goods ~ 
teMcea would be tak<n lor granted. Ytt the oolurion may not be 
easy. The price which it is ntcesPI)' for eaclt nation to pay u ita 

• 

• 
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contribution to a well-functioning ecooomic world iJ lw easily ac· 
eepted and eertalnly len well undentood thon il the price each 
mwt pay for national uJcty in time of e.mergerw:y. 

Towards the auainrM:nt of a stable economic ""'Orld order 
each nation mwt contn'bute according w its ec.onomic streng:.h, 
its raoul"ta, and its 11bHity to develop a national conxiousna.s of 
the goal ahead and or the lmplications or failure. Ecooomic 
strength is a measure or responsibility and the p:lrt that the United 
States must play can not be minimized. By the sll.mc token the 
major powers, in their collt.-ctive strength, have n con-espondingly 
great responsibility to see to it that the resources and energy under 
their COntrOl are utilized for the bt:nt:fit and gain o( all nations. 

The history of the p;ut two de<adc:o b:u amply dcmonslTated 
that ea>noonic progreu is t<ri0111!y retarded whenever the (orca 
which have turned the world into an interc:kptondent unit are sub­
jetted to eontrols which <beek the inte=otional movement of 
goods and ~nrices. These have comr.arnly exerted a growlng­
pres~ure upon the balance-of·payments position of the lm scJf .. 
auffiiccnt countr ies. These controls have produced &OCial and econo­
mic upheavals which inevitably contained the genns of international 
connict. 

N.tioaol Et-ies latecwov .. 
At this point we C3n all the more readily appniJc the position 

of the United SUitea in the "'Orld eeooomy. Althouah this c:wntry 
nonnally exports only about 9 percent of its total produetion many 
segments or our economy would be seriously affected iC this avenue 
for sala abroad were to be closed. Moreover, these ex'perts con­
stitute from 12 to 15 percent of total V.'Orld exports and represent 
the most important stnglc factor in the total volume or intema· 
tion:ll trade upon the maintenance of which rnany countrie5 are 
dependent for subuantial parts of their national income. Our im· 
ports, whieh n:prcsent pouibly 10 ~nt of the toUII world Jm. 
ports, arc an indisptruable sourtc: of buying pow« for many coun· 
tria whose s;tandard of living U seriowJy affected whcnC\-c:r thtir 
~rtic.ipat.ion in toral wortd trade is materially dimini1hed. It is 
o'nly by maintaining thac streams of tr3dc that condit.ioru of econo­
mic hcnlth can be majnt:ain~ ao both the 10urcc and the tc,nnina· 
tion of international transnctions. 

The level of domestic buJinw activity in this country rcflc:cts 
the volume of our imports of fore ign goods and of our dependence 
upon the resources of the outside world. Since dollan made avail­
able through our purehaJel of thea.: materials eonstitute the primary 
JOUr« of buying po"'~' in Corc:ign countries for our own goods, it is 
apparent that the United States dir<ctly influtntea the IO\-el of 
activity and prosperity ehe,.here. This eountry is elearly a primary 
faeror in the m3intcnance of \\'Orld stability which is always es-
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.. n~l 10 peace. The rd<ltionsbip bc:"'un domestic busineu act· 
ivity and romgn trade ... whole rdlccu the interpendence or 
the various clements which con.nitute a well-functioning world 

cconom, ... Y· · • d · • th · I d'" , mnmg the war ot.n wlnnmg . e peace are 11mp y anerenl 
stages in the process of seeking an objective. During one stage we 
hurl the producu or modem industry 1\t each o ther for purposes 
or destruction; during the other we use the t.'\mc mlltcrmls and 
aimilur ptoewes but utilize the final product for humrm betu~r· 
rnent nnd for a ha~picr life. 

The rclationsfup between our nationnl economy and that of 
t.hc world community is one of growing interdependence :md we 
can not afford to ignore its implications. If developments in CCim· 

munieationt and transportation have tended to be more rapid 
than the reorientation in our political and ec::onomic thinking we 
CAn hardly hope 10 retard the Conner in order to jwtify our inert· 
neu in the latter. Time and space continue 10 shrink, in the future 
~maps at an accelerated rate. 

M .. i.Wtl9 Productioa. DUilillutioa 
The economic phasts of international economic collaboration 

converge on the common objective of producing and dis1ribu1ing 
the maximum "·olumr of goods and KtViccs. Economic problems 
must not npin be subjccu:d to non-«enomit., ltgali!ltic or emotional 
solutions. fn the: modem dynamic world the appro.1ch co economic 
problems must be positive, not negative. Production nnd dinribu· 
don muJl be orderly, pticcs o( primary products must be stable, cx­
chnngcs must be stable, and international exchAnge nnd inve11tmc.nt 
muJt aupplcmcnt each other if world pi"'Qllperity is to bo achieved 
and rruunta incd. 

More tl>nn holr n c:ontury ago H oli>ert Speneer eon>pnrcd the 
world tO l'l living O~nism in which the circui:Ltion of goods it IU 
nKnl.i"-1 to e:xincncc 8J the circulation of blood it to human life. 
At: we come to :k clearer understancJjng or tbi.t analogy it it perhaps 
our panmount duty to .synchronitc national economic p~ 
through international eoopcration "' that the interchange or goods 
and JUViccs among: nations may .usure mutual benefits. The alter· 
nAtive is eoonomk warfare under the guise of anothu quarter· 
cenlury or ••peace." 

• 

• 

• Tile Ai• Is To Mainbin FuU E.ploylltlt 
BY ROBERT K. LAMS 

l ogldolivo RoproMnlotivo, Congreu of lnduslriol O.gonlullons 

rn-JE. LEVEL OF intcrnationaJ economic activity (or decades 
.L a. her the wnr will be detcnni.ncd by whether the United States 
preserves and ex1>:~nds the present levels o( natiomtl economic act· 
ivity nchievcd du.ring the war. H we tum our back on the world 
:u we did for five yeart a fter 1919, it wiU set in motion a train of 
events even more dcvMtating than those foUowing the last war. 
JC, on the other hand, the United States rccognizet that itt own 
prosperity depends upon achieving a balanced national economy 
with full employment, there will still be a hard row to hoe. The 
1.\chiew:ment or " tt.able worldwide post-war economy will ruauire 
a rare combination or good luck and good =nagerncnt. 

I think that mo.t or us realize that no cry or "baclt to 
nonnalcy" will rally tbc: majority or people alter this war. They 
\ftte. still JtnJggli.ng out or a worldwide depression when the \\'<\( 

began, and they have lought the war .,.;th the shadow or unem· 
ployment always close to the surface or their tboushts. 

Unemployment has already begun to appear during the height 
o( our wilt effort, u cut·back.J are made in the war production pro­
grum. These are bound tO grow, and we shall need a program 
for the transition period which outruns anything offered by our 
leaden to dote. 

To maintnin current levels of U. S. national output, we shall 
need to export considerably more than ten percent of our gross 
n:uional product for the decade a fter the war. Thl$ would t tnrt the 

• 

world on the road to modem economic activity. We, meAnwhile, 
with· our ~at head start, should be able to export the more 
advanced consume.r and producer goods to these countries or nd· 
vancing indwtries wilhout fear or competition from othen. During 
this period we sh>ll h.ve the opportunity to adjust the economy 
of the United States to tbe advantages of an economy of abundance 
and lull employment. 

The bacltbone or our war effort has been our heavy industry. 
I r we abandon its we, and allow it 10 sin1t baclt to the b"'alc-even 
poinc or to even lower lcvtb where it rtsted for most o( the decade 
or the thirties, we cannot fail 10 have deep eeonomic def...mon 
and resulting industrial strife in t.bU country. The tuccas:fu open· 
tion of our natM>nal economy requires that we deviJe a pi~ (or 

putting th.,. industries to work supplyiDJ the huge accumulated 
bacldos or necdt at borne and abroad. Private lnitiative alone will 
never do the job, and (!OV"mmental and group cooperation will be: 
required. 

35 
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We need an inccmacional 1urvey of international need nnd of • 
potential productiv.c c:npRehy . • And thb in c~ cal~ for intema.· 
donal cooperation jn the workmg out of an mte,mauonal program 
for rais.lng lhe levels of nil national economies to n minimum 
l""el of health :Uld decency. Sanitation, electric power d""clo1>· 
menu., road building. the installtuton of modem ~eans or tran­
lportat:ion and communication, and the consttuetaon of modem 
plants for supplying the bosic necessities or life 10 all peopleo-wch 
a program should occupy the bot talents of the world's leadlng 
engineers for decades. 

Sep.rlle Suit fr0t1 Corpo11te Power 
Fascism and N11~Um arose from a merger between the cor· 

porations and the state to Conn the corporate state. The fnct that 
political gangstcn bec:t\mc the rulers of the st:nc ;md hnd them· 
selves made directon of the lending corporations shou~d . not o~­
acu.re tbe fact that in bo1h Germany and Italy and t1m1larly 1n 
Japan the corponuc leaden in these cou~tries se_emcd ~o have 
decided that they could no longu operate m a nauon whoch pre­
xrvcd the fonns of ~presentative government. The power l O confer 
upon!"- eorpontions the ri&ht to operate monopolistically rested 
in the state. The threat 10 thae monopolies at home and abroad 
seemed to them intolerable. A ..Uure of political power, a me~r 
of the leading oorpor:ations with the state appa:ratus was to them 
the logical next step. 

The modem wnr economy tends to lead 10 a high dcgreo or 
centralization even in the most democratic countries. lt must be 
countcrbalan~d by plnnning for maximum economic ac:tJvity ahcr 
the war if developmenu in the leading democratic oount:ries arc not 
aeriowl). to weakt n Any international cconon'lic program. 

\Vhr ther we ihnll move in the direction of an expanding or . 
a contracting JlC>S't·war economy both at home and abroad is a). 
ready being decided. :n>e. decilio!" being taken in the next year 
or two while the \\'lit IS st1ll on w1U go (a.r to detc:mune the shape 
of future d....topmenu. We ""' fortUDate that cir<umslllnces will 
require that the tr.Lruition to the post-war economy be made in 
....,mlllagn. We needed at the earliest poooible moment a~ 
in the climate or opinion. Ours is the difficult task or adjusting a 
machine in motion, but we have no satisfactory choice. Either we 
mnkt thtst' adjwtmt'nts or we suffer the co~utncts. 

Today for the lint time the majority of Amtrican.s are real· 
i.zing two things : first~ thnt our popul3.tion amounts only to about 
six pcru:nt or that or the globe and second, that our productive 
capacity outruns that of our combined enemies and surpasses that 
abo of our Allieo. 

U we are correctly reading the implications of our li.tuation 
we will realize thst we have t>rtnty-fi,.., or fifty yean head start 
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• 
on the world. I thi.n.k we can sarety ..ay that whatever the outcome 
or the war as it affects the various nations of the world the Nazis 
have lo.t. Even if our leading pcssirnbu nn:: correct and reactJon 
is in lhc making throughout most of the western world. modem 
indwtrialism seems likely tO force the nations sooner or later into 
the pattern of economic abundance. In any event the tr.t.mfer· 
ability or tbcse methods is likely to defy the vigon>w monopoli>tie 
tendency 10 maintain scarcity. 

• 

If this is .., OUT problon ..-wid be 10 broaden the bomon ol all 
or w npidly coougb 10 prnenl another period or grinding de­
pression before we ontt more attAin and 1u:rpass our present levels 
or productivity. 

Full Etrtployonent u n le PIMned 
There arc in thi.s country todny certl'lin leaden of labor and in· 

dwtry and othen in public life who nppreciate our potentialities 
and are not nfrajd tO see them unleashed. lf they were 10 set them· 
selves to the <ask or blueprinting the job ahead for the nex1 decade 
I feel sure they eould do i~ 

This would ""'uire our agteeing with tbe other United Na· 
tions th>t during the early )"ean of the decade this country and 
Great Britain "-ould devote their surplu1 energies i.mmcdiately after 
the clooe o( the war and perbopo while the Japa"""' war continu<S 
to a grtat program of reh.abilita.tior a l'\d new consuuc:tion. 1'biJ 
would reqwre estimating the neecb for new installations in each 
or the. Unit.ed Nations and the productive capacity especially in 
Great Britain and the United Sta.tes available to carry on the 
job. Part of the estimators• touk would be to detennine what goods 
And 11e.rviocs can be expected in retum from thc:~e United Nations 
not nc:ces~arily in the first five yean but certainly beginning in che 
second live yoars of the decnde. 

In all of these estimates allowance would have co be made 
lor the tfduction in the cmt or production involved in running our 
pbnts full blast ins~ead of at or near the break-e>'OD poin~ This 
...,'Ould grt'atly reduce our unit costs and permit us to sca1e down 
1he legitimate pro6u. By this means much of tbe cost ?r the opera· 
tion in terms of needed re-paymenll .....uld tend 10 disappear. We 
eould abo make allow•nee in this ... or boob (or the benefits ... 
cnaing to each cr«litor nation from a rtduction in the burdert o( 

public wistance, public make·work projects and the like. 
What is suggested is that we undertake almost for ~e fint 

time a realistic system of bookkeeping for the national economy. 
By nppronching these problems from the point of view of the 
indivJdual finn engaged in tompelition in a free market we suggett 
that the pin of one company or individual t.t:nds to be the lost 

' or another. Such a system of bookkeeping !Otally iSJ>Ores the fact 
thst a national depreaion is a national loa of all the goods un-
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produced and that the oosu involved in maintaining the population • 
during a depreulon lhould be a lint charge upon the individual 
profits. 

Attording to the approach here JUSB<Sted. the grea«r the 
national productivity and the national it>eC>~"M, the lea burderuome 
the servicing of the national debt arising from the war and the 
previous depmaion. The war has shown th:u the potential produc· 
tive capacity of our economy has for more than 6Jtec.n yea11 
prot..bly been ror greater than th .. dcmonstrnted at the 1929 
peak, and yet we nc:ver surpassed the 1929 record until we had the 
rorccxl dndt or • world war to whirl UJ up to current leveh. The 
qu .. lion is: how to underwrite ruch ruu employment or our .... 
IOUJ'Cft in time of peace. None of us. I wppoie, wants to tee the 
gove:riuntnt maintain such leYds of txptoc:titW'C for a momtnt 

longer tlun necessary. Many or most of us hope that we c:an main· 
lain the cu.rrent per capita output in ~acetime, and employ those 
in the armed forees and those who wLSh to remain from the wAr· 
employed. It remains to be seen how much or the job can he done 
by private indwtry, and what sort or role the government is to be 
expected to ploy. 

Pt-ino Must k lntm.tioul 
Unlea there exisu oome int<malional plan, a compooit< or 

national plans, equalized to make the int<mational partJ 6t together, 
our attempt to maintain or even to return to praeot levels of pro­
ductivity will be a painful bootstraps operation prot..bly doomed 
to failure, for a long rime ahead. On the other hand, an inventory 
ol international uscts available for carrying out a joint progn.\JTI 
would show thnt the war has endowed us with an enonnous new 
supply of cenain goods. For example, ships, planes, machine tools • 
arc aU readily tranJferable articles, as factory building:s arc not. 
Trained ted\niciant a.rc another readily loa~ or exportable com­
modity. Many a trained engineer, machine tool operator, or repair 
man aviator or sailor ~"'Uld prdt:r tO be emplo)--cd tempor.uiJy 
abroad to enduring a long spell of unanployment at home. 

Many people, organized workcn among olhen, fear the ef· 
fects of cheap artkles imported from the backward countries and 

· ILSJc, "Whnt about tariffs?" Many other people spend thek time 
fretting over the international currency problenu aher the wnr 
and ask, HWhat about exchange control?" To my mind these con .. 
tiderations arc decidedly seoondary. rr we do not face up to the 
major problems or a program for world·wide cooperation, we shall 
have a period or international competition which will make the 
thirties loolt lilte a d,... reheana1. And during this period we shall 
resort to devices for dumping, candization, bloclted cumncies and 
the like which far outdo our pmttlt (ean. 

Organized labor has of coune a great stake in any such 
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• prosram of international cooperation, £or the ahemative or wides .. 
prcad deprtstion wiU C.ll moot heavily upon iu memben. But only 
a very small number or people in this or any other country will 
stand to gain by another world.wide deprealion •uch as set in 
after the 1929 erath. Even in the r:u>b of thooe who will benefit 
from funher concentration o£ control over our economy in the 
hands or the few thtre Is nnxiety lest they mny not be included 
among the \Ucccssful few artcr the next tum or the wheel. 

Indeed, this is the great deterrent and a good reason why we 
may hope tha t many even in the ranks of the biggc..-st businesses 
may sec their advantage in an expanding economy. But certainly 
America's smaller bw:incu men, like our fannen, professional 
folk, and v.-orken in shop, olftee and factory cannot gam from an· 
other grinding depression. 

I hope there will appear among us lhooe who can tnnslate the 
proposed solution intO every day ttrms which will bring home to 
evcryonr the degree to which they are personally involved here, 
now, today. 

MobiliiiDt Support of a PH pie's Pnce 
BY PAUL SIFTON 

Assist1nt 'to th• President, Nation.! f•rm•n Union 

PEARL HARBOR, ll:IL'un and Singapore proved to American 
• indwtry, fannen and the public generally the .. economic in· 

tordependence of all peoples." ln a few weeki, the Japan ... gave 
a complete coune in world economics by jer!Ung the tim off the 
millions or civilian can and tniCb that we.e to have been pro­
duced in 1942. Overnight, as the rubber Jupply line from the 
E.a.tt Indies was cue, not only lhe automobil~ and nabbe.r industries 
were ••wnverted" in more tenset than one, but the whole Nation 
lost the illusion or Jetf .. .tuflicie.ncy, the illusion that we could 
choose to retreat and escnpe from a total global war into isola· 
tionilm, either within our own borders or within the limits of the 
Western Hemisphere. 

Today the probltm il, not to prove the .. economic i.n"terde· 
penc1ence .;f all peoples" ..,.. '*n "the noed or their cooperation 
in maintaining productivity, trade and ru11 employment," but­
what is much hardn-: 

(I) to fonnulatc the policies and the methods (dr such co­
operation; 
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(2) to identify the Dl•clc Jntc:mationals, the cartels that too~ • 
ove.r the pta.ce after World Wnr I, finnnced (a.scism and were in 
t.um taken over and employed by fascism in prtparing for World 
War II; and 

(3) last and most difficult, to orgaru:oe, coordinote, ond 
mobilite the people's tremendous potential strength to defeat the 
tntn:nched powtr o£ the Blaclc lnternotionals and to substitute 
for their post·war planning sueh policies and methods as will in­
sure Cull wt of all buman ond rruattrial resourc:c>-CuU production, 
full employment, £air dinn'"buUon or income, trade, and K.I"YiCCS., 
and Cull consumption-not only within tht USA, but extended 
rapidly into and throughout all the nations and colonies or the 
world. 

The National Farmers Unlon, its officers nnd its membership, 
n.re pel'l•undcd thM there can be no return to isolationism oher 
the war. We believe the question is~ not will there be intemntional 
orpnization and regulation or production1 trade, and, as 11 con­
acquenc.c, conditioning of the individual Lives of all peoples, but 
in whose hands, under what controls, shall such regularion be 
applied? 

W..t.d, A ~•tic W..td O.,.Wtioo 
Shall thU intomational oqanizotion and rqulation bt ""'rlced 

out and applied by the peoples through thoir repres<ntativct, 
m«ting and operating in an inte.tn3.tion.al goldfish bowl, wired 
for quic.k two-way oommunlcation, or 

Shall such rqulation bt devised and applied secretly, without 
public notice or coruultntion, by the officcn of national monO· 
polies and intcmntionn1 CJ\rtC:Is, who arc themselves compelled to 
subordinate nationnl Joynlcies and considerations of humM.ity • 
to the cold, impersona11 non-human laws o£ money seeking profit a t 
any cost? . 

Assuming-and this iJ a big assumption. the biggest of thit 
centwy-that thU question can bt presented fully and squarely to 
the peoples so that they can make a decision in thcir own intercat, 
then how shall they mne that d<cision effective and tontrolling. 
tint upon thci;r orpniutions, second upon the Executive and 
Legislative branches of th~ir governments ::md third, upon the 
creation and o~tion of whatever post·w~ interna tional organ~ 
iution is established? 

Belore e.xamining the possibilitjcs and difficulties th11t confront. 
w in promoting intc:mationnl oooptration in the peoples" inttrat. 
let me make plain nnd unmistnhble the position of the Ntuional 
Fannen Union. I quote from the program adopted by the del<>­
gatcs to our 38th Annual Convention held at Oklahoma City, 
Okla., in Novtmbtr, 1942, and •till in efftct. Under tho heading 
"No Retu.rn to Uola.tionilm'": 
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• '+The time calls (or a chan to win the war and win the peace. 
It mwt include: ..• 

"Full participation in the councils o ( the natio1u, to the end 
that we may live in abundance in :l .... •orld that ia governed by law 
based on jwtice. This means thrtt we ca.nnot return to isolationi5m, 
but mwt participate in world aiTain to prottct th< way o( life we 
are detennined to achieve. 

" I..Utence upon world trade policies that will tve all peoples 
evcrywhtre tho chanct to cam a d<e<nt living. frade barrien 
bd to wan. In this war uade is a weapon used by tht goy<m· 
ment for the best interests of the United States and tb~ United 
Nations. Wh1n ptaee eomu w• mwt eontinu1 to exdange our 
sursplw1s w1'tlt tltos1 of oth~r nations without the inurvenlion of 
int,national pro{itetrs. Croups aduerul! aOuted must bt pro­
uidtd with etonomic a11d ttchPiital a.mstGn" to bring about a 
socmd adjustm1nt.11 

The preamble states: 
"The world of yesterday iJ gont. A new world iJ btin& shaped 

in the course of the present connict, Ions predjc.ted as the in­
tvitablo tnd or tho cruel and outmOded syst<m based on un· 
bridled txploitation. That new world, tho P<ople's Century, can bt 
bom ali\'C. or dead. It will be born alive, in victory, (f"Ctdom, and 
hop<, if we P""' .. oundva worthy or tho new £ rec world ,. .. s«k. 

"We renew our profound· commitment to the basic Farmen 
Union principle : the security or the (ann family on the land iH 
an economy of abundance brought about by a frtt exc.h.'-.nge of 
goods and •~rvices. 

Wo in the Natlonal Fanners Union hn.vc our own "·reali.sm" 
and it is not the sort of reali11m thl\l lcadJ to Darlanism abroad or 

• 
:u home. Our sense of ureali1m" tells us there b no magic line 
separating I he peace that is to come from the war in which we ate 
now <nf!"gcd. It tells" us tha t tht ahapc of that peace iJ being 
fom1ed by the day-t.o.day decisions that are taken in the prosecu· 
tion o£ this war on the battlef ronta, in our relations with the pel)-' 

pies to whom we as< brin&ing a widely advertised ulibtration," 
and, htre on the home front , by the policies and the mtthods 
in the production o£ goods and foods Cor war, in the utiliza· 
t.ion o£ our material resources, our manpower~ and by the ex.tent 
to which we count in-or out-"the folks." the working £anne.n 
11nd wage eamt.n to whom the war •losans ••Frudom from 
Want'' and .. The People's Century" ha.ve real meaning. 

Out or our own experience, we know thn.t work.ing £anncn, 
individually and through their organiu tJons, have not been counted 
into war food production, p~uing and distribution as they 
should have been. We ww that war food production in 1944 
could bt at least ttn per e<nt greater if the Administration and 
the Conpcu bad provided $1 billion-<>qual to the money COil 
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ol the war lor lour cb.yt-IO< loo111 to 1,300,000 uncler-financtd . 
>nd therelorc under-equipped and under-<:mployed lonn lamilies, 
in addilion to about 100,000 olrtldy being auistod by the Fann 
S«urity Administration. 

We know that the form labor problem todoy would be much 
leu acute if it were not for Public Law 4;, recently renewedJ which 
prohibiu: U$C or Federal funds in intentatc movement or fn.nn 
lnbor except upon prior written approval ol the County Ag<nt, 
who is often under the domination of :\ private farm orgnnJU\cion. 
In the midst of a wnr co es.tablish a global peace o£ free men under 
effective international organi.z:u.ion, thi.s proviJion brt:nks the na­
tion into S1000 little kingdoms. In conjum:tion with lhc Tydings 
amendment, deferring essential fann me-n under the ~lective Sc-r· 
vice Act, it operate. to flftZt: !ann labot in areas of aurpluJCS and 
ahoruga a t ll time , ... hen effective pi'05«utlon or the war on the 
food production front requires mobiliution, crnnsponac;on, and 
maximum utiliz:nion of t'>"tTy (ann bbort:r. 

\Ve know dutt fannns coojJnaJiDtl \\·ere not counted in when 
WFA and WPB were allocating ocam: materials for the OO<Utnle· 
tlon of additlonal war food processing plaoll and laeilities. Bjg 
paeken and proeeuon were helped to beeome bigger, and to move 
toward more compl<te domination ol proe ... ing and distribution. 

We have observed that, while dollar•a-year men from Big 
Busineu have been Wen into war agencies until they now do­
minate policy and operation, labor and v.-orking farmcn have been 
wed pnncipally M window-drusing, having little or no participa­
tion in fonnul:uing and applying JX!Iicies-with the unique excep­
tion or the War Manpower Com1ssion. 

We note with dis-mny n.nd growing indignntion reconversion 
and po!t-w:u proposals that would favor Dig Business in the 
pc:acc economy even mort than it has been favored during the war . • 

With this prospect before our eyH, we cannot be blamed for 
wondering how the Blac~ Internationals arc to be broken up and 
prevented from reefomung after the w:u when, now within our 
own counuy. a prq;ram for surrender to concentr.ukms of econo-­
mic power appean to have the support of whm.t wu once the New 
Deal Administration and the Coogma. 

0ttoocncy letios At No. 
ObJerving all this, it ...,... to us that the borrien to economic 

peace a~e ·~ elas~ yi~ but ti&f>tly·"'OVen, aeami<SS web. It 
cannot be p1erud mtemati.ally except as il is pierced within na­
tioN .by people aetjng in their o~ interest a.nd for their own 
JOivabOn and frcodom .from eeonooue and politieal tyranny. The 
two tasks are not cxclUJJvc; they mwt be done together· neither c:1n 
aueceed without the other. ' 

01 c:oune, our Nation's policy of l'realiam," which in practice 
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. becomes Oarlaniun obroad and at home, is in the minds ol dis­
rranehiscd peoples everywhere, P"'ferrable U: Nazi &lavery, but it is 
not the Atlnnuc Charter nor the Four Freedom~ nor the dm.wn of 
the J>eoplc's Century. The aamples of ''liberation" we have given in 
French North Arri~, Italy a.nd here a.t home arc not the best tha t 
the U.S.A. can ofT cr. We ean do better than that, and we ahould. 
We will do beuer, if, nt meeting, of representatives or peoples' 
organizations such n.s this, it is recognized thM peace, and under. 
standing, and oooperatioll, ilnd economic and poljtieal justice arc 
not creations thn.t come into being maglcally with Ute signing of nn 
annjstice or a peace treaty, but are mattcn of b"omint. or slow 
growth, being built up or torn down by day·to-day adoption or 
tejcctt<>n or policiu and actions that promote or that hinder econo­
mic jwticc and peace. 

The members or the Nat,ional Fanners Union are not db:maytd 
by the prospect that I h•v• so bricny sketchod this morning. They 
:ue not w<d to winning ea.ily or very often. Th<r. have ouffer<d 
drought, rioodJ, psshoppen and bleeding by railroacb, middle· 
men, indwtrial monopoly and govemmenL 

Tbey have won oome pins in the past 40 )"ean. They have 
developed their own supply and marl<eting cooperatives, their own 
{ann organiz:atton as the brain and bean of their organizational, 
coope:rative, educational and legislative activity. Through organ­
itt~lion they h:we protected themselves in comidcrable measure 

·against unrair competition nnd exploitation in the mnrket place 
:md in t tatc and national legislatures. 

In the pan deendc, agriculture has won a new t tatus in our 
nMional life. Non.fann people :1re becoming aware of the im· 
portancc O( n13ilttn.ining fnmily-typc farming ilS the anchor rol'lr<lU 

•
of democracy in rural America. The Fann Security AdminiatrMion 
-which a COttllition or Dig Agriculture, Banks and Businw has 
lound guf ilty or nidin.g one million farm families to win aecurity 
on the and, thereby keeping them out of the peol ol cheap fann 
and ractory L'\bo.-.-h:.u been saved from execution again and :again 
by the dett.nnined cooperation of the National Fanntrs Union, 
state and local uniu: of othei fann organizations, the three major 
labor organiutioru, Protestant, CathoUe and jewUh "'ligious B""'P' 
and othu civic and welflli'C organizations that reptaenl, in tum. 
the Y»t najority of the people of this Nation. 

Out o( our experience in agriculture, in dercnding FSA, we 
offer the Juggest;on thal peoples' organizations and nations must 
c:oopcrate or-die~ We, the National Fanners Union, propose to live. 
We hold out the hand of brotherl>ood and urg<nt appeal to all 
other peoples organizations and individuals of good will. II we 
are to be aavcd, we, the People. mwt save ourselves. Together. 
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IY REV. BERNARD W. DEMPSEY, S. J. 
R09ont, School of Commerce and Fi .. n<;o, Solnt L011ls Unlvonlty 

'I'HE DIVISION OF LABOR is one of the comenrones of 
.1. tcOnomic ac.ience :.u well as of economic irutitutiom. Its 

pruencc it 10 univmal, and its advantagts 10 obvious, that the lay­
man and acienti.st a(jke take it for granted in their soci31 thinking. 
Tho division or labor. and !he providen!W vanity or human 
capacities on which it i.s built, is perhaps the greatest aingle source 
of oconomlc efficiency. 

Equally fundamenral wilh !he division of labor, and eon<;retely 
bound "I! with it, is !he division of ..._..,.., commonly ~femd 
to as pnvate property. Natural JUOW'Ca are not found with 
name tap on !hem; !hey are, in gmen.l, provid<d for all men in 
general. 

lu use! ul and nec:awy as private property is, when a sya· 
tern of private property is administ~ in 1uch a way chat it 
doct not divide the earth's retOurces 10 as efficlentJy to serve 
the .... of all men, then !he system has lost iu basi> and iu goal. 
Not only it it failing of its goal, but to exactly the extent tha t it 
fails, will t.he total product be less for all. In such ca.se, the division of 
raoureea mwt not be abandoned, but overhauled and rehabilitated 
M privDtC propeny, that men may again enjoy the (roitl of the 
canh without sacrifiee of the independence of feat and indepcn· 
dencc or the state that alone becomes frte men. 

J( this peaceable and reasonable re.-orientadon and recgcncra. 
lion of a system of privao: property chat has been doRect<d from 
lu goal does not take place, !hose wbo have been exclud<d from 
!he earth's resoun:es will rebel. One grave disorder ts follow<d by 
a wone disorder. The community is hand<d OY<t1 to anarchy or to 
the scate. 

Thus men, concrete individual penons c:ooperatinc throuRh 
division of labor and division of resources, are !he object and the 
material of ocooornic processes. The OOJJa'Ole individual human 
penon is at !he eo~ of !he economie as of !he-w sya~m~. For 
hlm it is, and through hlm, and in hlm it .... -or4 if it "'""" at all. 

The validity of lhese homely '!"ths is !"'tal~ by changing 
!he oeale on which !hey operate. Smce nauons are nothins but ... 
ooclatiotu of men, their principles of efficient and eq11itable opera· 
lion derive from the men who make them up. The resources o·r 
the world are Cor all meo~ for all nations, not for the one with the 

44 

1ll& IIUITfON WOODS ACIUIEMENT 4S 

. isgcst t.rmy, navy, or air foroe.. And if one nation by wh.ateYer 
means, obtains a disproportionate ~baR of these n:oollTCCS and 
extlwdfl Olhtts from acceu to them, then the international l)'lttm 
of ownerthip of """""""' is failing of iu purpose and looing iu 
jwtificalion, and will invite overthrow by those who have the lean 
to lose. And the world wilt was·te its resources in the anarclly called 
war. That wiU be rebellion against an inequitable division ol reo. 
SOUl"CC;'• 

The Citin M Are Tie Su te 
What can tho individual do to oven:ome lhiJ folly? It i• 

worth a great deal or effort for us to oven::ome it, because the cost 
of the error is enonnow. Moreortr1 on1y individual penoru can 
chance it: aates llnd natloM change only with the individ~l ~t~ 
sons wbo compote them. 

We ne<d both pl>in, str.lightforward lair dealin& as between 
r=n and man, and eompleo: honesty in !he ~latioo of the '"''• 
to !he citizen •• • • Th~ is a mo~ fun<bmenw obligation of man 
to himself and to his own, the oblig;ltioo to oontnl>utc positively 
to !he buildinc up of the oort of community which be no<ds for 
growth and development. ThiJ is the Yirtue of social jwtice a 
radical and powerful Coree which places on man, jus.t bceause ~is 
a man, the duty to help m:t.ke society, on every level all that it 
can be. Social justice ha.s been used as a catch-word fo; all manner 
or thinp; but this is its true and basic meaning. 

However obscure that obligation may have been in the eighteenth 
and nineteenth centuries, today there can be no question of it, 
progtcs.' and prosperity, without national socialism, arc possible 
today only to the degree thn.t men make their own cconom1c com· 

• munitiet, loeal, nMionaJ, to the extent that they contribute positively 
to the weiJart or the group$ with which they ljve and v.•ork, prior to 
and independently or the activity of the state and government. 
Owncn, investors., man:~gen. worken in any indwtry expect to 
make thdt living out of that business. And consw:nen expect to 
we its product. The radical purpc:lSC: or the 'lh"'rld's raoui"Ca b to 
JetVe tM:n, the basic relation of men to the material 'lh'Orld, and iu 
(orca is to we it to beuer thetnsdves. No .su.bleque:nt activity o( t.nen 
or !he state may go counter to these fundamenw ones. 

In any modem Jtlltc, wb- th- = IIWIY varieties of bwi· 
ne-, the basic point is chat all !he people expect, through a proper 
combination of the bwine-, to make their livings and better !hem· 
selves. 

Now th- are ..,.ntial conditions in th~ 6elds chat ean be 
met . only by cooperation. Men can see the problem, can tee the 
10lution, ean sec the lou to the group if !hey fail to put rhe tolu· 
tion into effect, can see that under that IOJS, human beinp are 
wirhout bencfiu chat they ought to have to lead a more fully 
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human life or culture and civilization WI COJTesponds to thcir. 
aituation. 

And in our pres.e:nt situation, v.--e Amerieaos mun convince 
ou.ndves of the necc:a.tity of contributing positively co intcmation:.l 
sociecy. We hDve contributed to it neprively in d.iustrous fnshion. 
Twice we have entered lo\'orld wars and de:tennincd their course; 
once we theredtet withdrew with apalling results. \Ve ignored 
our obligntion in JOCial justioc to the whole community o£ men, 
and today we pay the prlce or our failure. 

We must rcaUze as persons that we have positive respon­
sibilities not only OJ 'iti:ens, but tu me". Americans, if they are 
consisto'lt, mwt maintoin that thcir lo)'>lty canoot be exhawttd by 
the civil state. We are bound to many )....,. loyah.ies, •nd one 
larger one-. To put this into proctital application "'-e must-. beside 
realizing dun the oblig3tion of soc:i:tl jwdce is rc:1J and dynamic, 
also write t\ dyn:unic pe-ace. We cannot put the world into a poli· 
tica l and economic ura.it-jacket and jwt lcnvc it th~re. The facu 
of economic Ji(e chnngc ste:tdily, nil the fncts---b.:uic o11es like 
popula6on- nnd imponant ones like trnnsport a nd tcc.hno1~. 
The peace we write ~hould have thrc.-c p::trtt-a. constitution at~hng 
the principles on which Yt"'rld order mu-a poJitial section with 
tome stability, but admittedly not eccmaJ explicit1y subj«t to 
revision every ten }"Can. and finally an economic section, explicitly 
subject to revi.Jion every thJU: or .five }'tan. 

Such nn npparatw will provide OCC.'Uions when the peoples 
or the world couJd rn:tke continuow:. actual revision of thtir 
economic rd:uiom.hi~ wlll provide dyn:&mic institutions for n 
d)•namic \\'Otld, and r rovide easy practice for the neglected 
dynamic virtue or 110Ci3 junice. 

When we provide Juch mcnns for mnking effective the de·· 
mands of JOCUal justi~ on the nations :tnd on the men who make 
them up, wl~n we rc-;;aliz.e tlut no community can be better than 
the contributions \\"C make to that community, when we realize 
that 0:1ttons like ~n xhi~-c their full nature and independence 
only through inte.r~dtptndentt', and when in every community 
of which we i.\re mcmbcn we promote the undc:ntanWng of these 
fundamerttnl, true, and fruitful idt:u. then we will have done 
what the mnn nnd chizen can do. We will have done aU thnt is 
necessary to CJ'('::.\tC n. living, plnnic, ndaptnblc international com· 
munity which can effect and maintnin the division of labor and the 
division of mourcea and which will yield the maximum of goods 
and the nwc:imum or dignified huiiUin living for all. 

• Cllallenge To Action 
BY WILLARD L THORP 

Trustee, Auocitttd Gts end Eledric Corport tion 

ONE OF THE great fni lurcs of our Country a fter the IMt wa; 
was in the fie ld or inte:m01.tional economic relations. The 

lea rned statesmen who ut At the Peace Table foc:uucd their at. 
u~ncion on political problems,-boundaria, minoritie., plebiscites 
mA.ndat<s and the lik They .....,rvtd the buic economic problem: 
for the League of NatioM, but the proposed moehinery .,., .. r 
1hifct4 into high gear. Not only did we as a nation (ail to join in 
the coruolidated effon to meet these problems, but in our own na­
t.ional policies we pro<etdtd to disregard completely the realities or 
the intern3tionaJ economic picture. The war nnd post4war period 
hnd established us finnly as a creditor nation. We endeavored to 
increase the obligations or others to us by insis-tin!{ on the validitv 
o( variou.s public intemntional debts. We added billions of dollan 
of new private toaru m:.de to private and public borrowm in for­
eign countries. \ Ve: set up a special government agency to work 
with bui,.ea men to increase our export tnde. And then, at the 
~me tim~ we buih higher and higher tariff barrien around our 
boundaries to keep out. goods (rom foreign coun11iCS. The con­
aequtncts were inevitable. 1bose programs could nOt b.'-lan(.e. For­
eign borrowers defaulted one after another on their loons. Foreign 
countries endeavored to keep their balances even by erecting still 
higher barriers against our goods. Monetary standnrds were des· 

•

U"')'ed. Bitcemcss and ill will crept into international rt.lntions. 
It is true tha t we then were relatively unsophisticated in the 

area or intematicnal ec»nomjc policy. It is also true that the basic 
facu had changtd sub!lantially since the ninoteenth c:entwy. To the 
extent that public poliey usually takes the form of • recognition or 
fat'tl and conditions some time after their appearance, we "'etC 

following the 38"-<>ld pattern. But the lag has now been "' long 
that we can no longer oA'tr it u an exc-use. Now the races are 
cltar. We shall a~ain waa t to send our goocb nbro~d. We shall 
ngnin be a lender in the eaphnl markets of the world. Our position 
will, bc even more .strongly th;u of a creditor na tion. We should 
know by this time that such a position is untenable, unleu we open 
our ports to the importatton o( goods and services. The payments 
(or the use of our capital and for our exponcd commodities must 
be made in American clollan. The fOTcign purelweT can lay his 
hands on American cash only if Americans have paid cash abroad 
for gooclJ, services, or KCurities which they have putdwed. 
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However, the problem is not oolely one of pumitlin4' the pur·· 
chue of fordp goods by American consumen. l nt<mauonal eco­
nomic relations iJ a large sounding pbrue coverins a number of 
complicated and o!ten technical areas. Problems arile from 1uch 
economjc matten as shippingJ aviation, ac«SI to raw materials, 
patent righlf, "'11ocation of markeu, eartei.J, a.·mitary regulations 
and a h06t of othen.~ Furthennore, a nntion's intema~ion~l policies 
nte not aeparable from its domestic policies. For example, there 
must be an effective international medium of exchange. Thil in 
tum inYolves the domestic monetary and bankins system or each 
nation. Again, the problem of international credit, both u to con· 
uob and mac.hinerv, is tied up to each domestic economy. 

It iJ euential ihat ~-e move ahead on these various problems 
now. Sometimes procn.stination serves a useful purpose, as when 
the ltUer evt:ntually does not need 10 be written, or the problem 
disappeara or iJ oolved by someone else. In this case, the outlines 
of the problem are clear today and will not change. There is ab­
JO!utdy no pouibility that it will disappear. Today, we have the 
muimum ~uruty to find the right """'-en. lu time goes 
on, litO. deeuions here and little docisions there will ateaclily 
nanow our f~ to find solutio&. And today, we are oot in 
that dlfficult position where the pressure or the nec ... ity or the 
t.hon-nan inten::Jem with long-run wisdom. 

All C~a S..pport W oriel Unity Pro,ra• 
What can we do? Fint, I think that there it o bOJic job of 

education to be done. We still are doing a lot of our thinkJng in 
nineteenth century terms, when we were building our indwtrics and 
borrowing abroad. Today, we are at the point where the facts lead • 
elearly to the broad outlines of a program for the futurcJ a pro 
gram lool<ins towards the lowering or tnde barrien, and the 
atabilir.ation of monetary and credit conditions. ln aueh a program, 
both the hard-headed and the big-hearted can join. The hard­
headed can support it because, instead of providing prot<ction for 
a few favored tndwtries, it will proteet our 1nveston, our cons.umen., 
and our credit and menetary I)'StemJ. Tbe big-hearted can support 
it becaute it is a program not limittd to our own national advant­
age, but aimed at intematioml economic: health and well being. 
11>eae thi"81 mwt be said 0\'tt and -r 10 that they become an 
oc:oepted part of our oatioml thinking. 

But in addition to education, we abo mwt have action, and 
havo it toOn. or course, the experts have been busy in lhls area, 
u evidenced by the JCVttal proposals for dealins with the problems 
or credit and currency. But we as citizens can well be imr.atient. 
We do not know what our national policy is in thi.t who e area. 
It iJ not enough for the eapens to labor. We mwt have Crank, 
thorough and public di.Jcuss10n of the iuues involved. The peace 
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L u bring many problems to trouble and cooCwe w. Now iJ the 
time to detumine our basic attitudes. Even then, there is much 
work to do, for there is no one quick gesture which will 10lve our 
basic international problems. They require long and alcilled labor 
plw time and patience. There is a wcll...,tablished tcchni<jue( the 
inten111tlonal conference, which is being wtd most effecuve 'Y in 
connection with problems or food and of relief and rehabilitation. 
The same technique ahould be extended to the problems of intet· 
national currency and credjt arrangements, and of international 
trade. These are world preblem., and should be attacked by the 
nations t~ther:lt should be sufficient punWunent to have to fight 
a second World War, without adding a seeond post·war (aiJure. 
The time hu come to shift into high gear, driving hard towards 
a clear<ut national policy and the legislation to implement it. 

• 
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Resolution Adoptecl At The Washington 
Meeting Of The Citizens Conference On 

International Economic Union, March 4, 1944 

WHEREAS, it hilJ been demo.utrated by the .. ,.,rience or 
every nMion during the present war and in previous periods of war 
and J"'OOC that the econorru.: needs or all ,.,oples everywhere are 
common :and indivisible. and that joint international ngree:menu 
and action are mential to full employment, to ralsing the Jta.n· 
clards or Uvins, and to the prevention or anned eonftict in the 
rutwe, and 

WHP.REAS, the principles or international economic COOJ"'fO· 
tton to operate throughout the "'Oriel after pracnt honilitict cease 
are clearly enunciated in the Atlantic Charter and have boen rub­
scribed to by the UniuJ States and 33 other natioru, while s:imilar 
principles outlined in Article VII or the Mutual Aid Agreement 
have roccived the approval or the Pmident and the Con~trtA and 
or represcn1atives of 16 of the other strong lndusuinl nanons. 

BF. IT THERF.FORE RESOLVED, by those in attendance 
nt the Wt.Uhington meeting of the C.itize.ns Conference on Inter­
n:Ltional Economic Union that the United States 11hnll p:lrticipatc 
in lhe ~tnb)j1hmC:Ot at the earliest time poulbJe of those intertUl~ 
tional ageneies ~ntial to preserve the peace-to n..id and cncour~ 
age intem:uional investment in productive enterprix, wherever 
nMts~'\ty in order to promote i.ndunry and development; to sec.ure 
the removal or trnde barri<n and to promote the unham,.,.-.d 
distribution or food, goods and servic.es produced, in ucotd.ance with 
an inttmationa.l multibteral agreement; to establish and maintni.n 
otabilioed cur=>eies and an orderly and 112ble p•ttem or OJ<ch•nge 
....... and 

BE IT FURTHER RESOLVED, that the United Sta tes thall 
call mectincs or the United Nations without delay, ror the purpo«: 
or c.ruting and intqrating thae agencies of international economic 
COOJ"'fflion. 
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CITIZENS CONFERENa ON 
0 INTUNATIONAL ECONOMIC UNION, ... 

15 ASTOR PLACE, NEW YORK 3. N. Y. 

Purpou: To Jtimulatt inttrett in economic eoopera~ 
tion amon1 all na.tiotu aJ the bMJ's of a jult and laslt'"J 
Juau, and to promot• tducational adiuitiu to lllat ~~ . 

BOARD OF DIRECTORS AND OFFICERS 
l..ouaa H. PINK, CluJirm.an 
EowtN BoacRAAD, Viet--Chairman 
HtL&N ALn.z.:o, Surttary 
f.ANKIT L. BooART. TrtDSU¥11 

HA.uv &an 
RavnN Dueou I•D 
Ct.A.D',. looN& 
l.ouq 8aO MP11LD 
Ru•ua E. C&Ax,.M 
K &l•Uf£T1r ~0\lt 
U.u:n.cv w. C.ou 
Rev . .8. W. D•w,uv, S,J. 
RteuAa.o T. FaAI'i'lliHITIUUI/ 
RT. bY. C. K. Cu.uu 
"~"'"" ... CltADV 
WII.UAW It J-fOCKI/'1'0 
HANILTO)I JIO&.T 
ELt~Aar.Tn £, liovt 
0UOALO C. jACKSON 
Mu.&.AJU) H. Jtwc• • 
~·r. MAI, J.I!,a'f 

ELIOT C. MaAa.s 
Waauy C. Mnc.ao.u. 
VtcTOa P. Moua• 
MAaiU. Nawcovu 
Maa. EDollaTOJOt P.u.•oJ~:• 
f.aJ~Ccn M.tKoa PATna.o~ 
Ma.s. Wu.I.-UO Po,.1 
CuvLt.AHO Rooou• 
R.ICil....aD B. ScAH .. II.fT. J•. 
KAa.t. W. H. ScuoLt 
CLAUHCP. R... SJUNN'-Il 
0. M. W. SraAOua 
Wu.c....._D L. ·r uoa" 
RA .. t E•NuT R. Ta.AnNII-It 
I-IP..ali~"T VON 811.CKUATII 
j . RAYj!CONO WAL-.IH 

W ti.LJA'I L. WtttT« 

The Citizel'\S Conte~nce on International Economic 
Union b a non.•partisan) umub!idized association of 
individu•b and groups. 

Mcmbenhip is open to aU peno.u subscribing to the 
putpOICS or the Conrc.rmc:e, and is or three claosea: 
Subocribing, $3; SpoMOring, $5; Otganization, $25, 

Contributions are exompt from taxation. We 00,., 
you will become • member. 

Cbecu may be mode payable to Eamsr L. lloat.ar, Twu .. rer. 
-e-sn 
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. . . . 
0 

• l ~ l ll ,Ul .tJ.U.4 1~.8 111 Jlllli.R IAIU.IU 

Tbt UGJ.t,ed •at.iODI IIQoat.&rJ u4 tiolti01aJ. CoDftt"eDOt hal 
t.U.• u e a 1oq et,e,p to.I'WIJ"d ton.rcS the coal Mt. tortb 1D toM 

AUut.lo Cb&rt.era • •• •• to turt.he.r t.be .ajo,._t. b7 .n tt.atA1, 
rr-t. or ..u, rlctor or •uca\lilbecl, ot aoceae, co equal teru, 
to t.be t..r'lld. Uld to tU ra• •t.eri.ah ot U. worlcl *ieb u.. 
Mtded. Cor U..lr eoooaalc pi"'ipn'1t7• ••• • 

fte t\ao4uct&l objecUnl of \be l ret.ton Woo4a Coatt ,._ 
eot an t.bt ..... u t.boM or the 1atAratt10G&l. coot'4U"eDCtl that. 
pNetcled u.. !ht i&Mdlat. probl. .. M:f be tood, labor, H .l h t, 
or iAt..roaUoaal •xcbanc••• bu.t t.bl W.t.1Mt.e a1a 1e to actLl"' 
a 1tlblt world t CODOIIT end 4.-ooratio prooed.u.ret 1D order that. 
•• 11&1 baw-t a lut.irlc peace, an4 t f'M-.oaeblt dt&r" ot t OOD.• 

o•l o 1tcur1t7 aD4 w.U.-I».ln& tor ourtt l••• - t.Dd tor oth•r 
ut1oce. 

Tbia b & Jltlroul.MD t.&&k, aztd. OM tbat w1ll DOt be 
acbl...,tcl b7 a oootereooe or t-.o. But euob ~la Uld ditf1· 
cult. probl_, C&D be aolYed, bU. b7 bU., wi\h paU..ce ad ba.r4l 
'IIOrk, 11 .. wut U.. tDd .....W.t.a be41T ~· l'acb 1Dt.er­
u.Uoul ocmt•reace tr1Ap ua a lltt.U tuu..r em U. lGaC ro.cl 
of 1A t.e!"M t1oul eoo__pera t.lOD • 

1D PIIOJI.DI 

e 1b• ~·t.e eooDOIIlc probl.• with which all ooua.tritl 
wlll be faced. ia to reaton cbllic prochaotlOD to proewar 
l ·"ela, or btitter. Tbia probl .. will d1tter ill ditfwnt coun­
trita. We, 1D the Dnit.ecl Stat .. , &1"1 fe.otcl wltb tbe probl• ot 
•exo••• oapac1t1• - exe•••, that 1a, accor41Dc to prewar atand­
arda. hmoe, oa. t.be oootruy, trW. ba.,• to reWlld. ad r.plto• 
a~~cl> lodllotri&l oqui-t U..t bu - <looU'Q1od bJ ..,.. ...S 
JD.claDd, tlhldll u. wtt•nd 1••• a.ow.l d.. .. ~u., w1ll M•• 
to ...... ~ ia4gatri.e tat baYe MM .oett.ered. to u o14 tx.l>-­
q, 

• 

!l>o u-oo.it.ioo period ..no for -Uc prolftM of 
ord~lT c.t.ob1U.u.Uoa, retr..1Al.DC, aad r 1 r' )MOtJ rapid.~ 
oom• rd O.J aad 'llb&t. haa -U..• bMD .U.S. •coa.trolled ._ 
o0oUol.• It cl-.ad• , aleo, ctre•t.to ucl rap14 iate!'D&U-.1. 
e4Juat.Ma.t.e. !he cSc..etla ud the bt.enatla&l prolf'&U &f'l 

illt.orroat..s. ... ...... 0011111.17 olopo boq1Ac troe uot.bor 1»­
U \ile ot deol1A1Dc i.DOOMI, the buaia .. , ot the •el.l.iD.I oount.rr 
toll.o orr ...s ~ <looUDoo - ..... <lopreooloa> ot t.bO •111•­
t.ee-t.b.lrtlel _, not J.alt a AMI"lMD pbl • It ooC'UI'Nd iA 
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aucb wldelT ..cat.tt:red oount.rbl u cr .. t. Brlt.&JJ), O.r.QJ, 
Au 1 \.r&l.1a, UMt Japan. 

Wlth the tr.naportatloo &Dd coe8UD!oat.1oo •r•t .. e that 
uiat today, our relation to other oou:a.trltt bat chanced. The 
tact ~t. ~ ~•t dltt&at. tpot 1n the world ia oolT a taw 
d~• tl.yiDc-tJ.at • • .,. - and ao tiM at &ll b7 t.elapb.o.ne - ia 
not juat a tohnt1tlc u.rvelJ i t .... nl ttLat t.be JMOple ot India, 
H .. Za-.l&nd, aocl South .lfrlca are our ne1C)Iborl, wltb all the 
oppor-tu.nit.itl tor od&)lborly cooperation and nt1cbborly ql.l.Urtle 
tAI.t t.blt IDt.&lllo 

• 

lntAttlat.lonal tr&eie baa l.oog been reaa.rdtd ..... belp 
ra ther t.bu 1 blndraoct to p.acetul rtlat.iont. SoH eooaoldat.a 
.-era ooo•1nced, pri or t.o the First World War, that na.t.t.one would 
o.ot toltra\.1 ~~ 1otArCerence ritb t.rade that a u,Jor war ~ 
1n.,obe. ODI'ort.Yoat..lJ, l t 1a oot u •ur to kMp the pNCI u 
t.bt 7 ia&tlAtdJ but a reuooabl.7 hoM flow ot 1.DtAJ"Datio11al. t.r.de 
1a 14 t.aport&nt t't.etor la ..a.!.at.a.iM.rJ,g trJ...U., rel&t.lona. It 
count.rl., ba<re •acce .. , OD 4<.ual t.era~, to tb4l trade ao4 to the 
raw •tArt.&la or the .,rld.,• - 11' the7 cu bq ooal, cotton, ru~ 
t.r, Un, or wbat.e.-er they lack, rltbout. d.lNrlalAatloo - an J.a.. 
port.Mc. cauH ot tdct.ion b ZWIO•ed, and .cb ot the arc-eot. 
tor colooial ezpe.a.lio.a vanl.abea. &itJ..-r cUd not. tt.a.rt. a war 
t.c&uM Gef'MI\T wu autt.-rt.nc tro. trade cU.tcr.lal.GaUoa, nor 
~cau .. 0.l"UU17 had loat. her eolonltl ••• rtault. ot the rtrtt. 
World •a.rJ but. ht -.de the ~•t. ot both c.beae a.r,_.nu 1D et1r­
r1Dc t.be OerM.n people to a111tarr agreation. 

Tbt problea 11 oot llll!t.ed to raw u.ter1a.b and colool ... -
W&nt.itaoc.uriD& induat.rlt t b.ave &D i&por tant tt.ake 1n 1nt.emat.1onal 
tradeJ &ad hi&h level• of e•pl oyment. a r e l nvol•td. lo the paet. 
••, tor tuaple, have trequentl7 sold IIOH cotton abroad than at. 
boM J t.nd al.eo raore Deh1ntr'7 or certail1 types, auoh u ucbi.ne 
toole .ad ~tGtor 07Cltl . !'wen tor COIIIDodit.ltl wltb oom~tl·.,.l.y 
~Mll tore1p aarUta, cle.clioe 1D foreign tr&de _, tptll depret­
aioo. 

It .. &rt t.o ba .. b.i&h le .. b of .. Plo)'NoC. b t.ht pott.­
n.r , ..,.,, • e Clllllot d.ep.nd oo doseat.tc aarket.a alone . • ttb 
our ueeat c.&J)IIcU.r, torelcD ...,.bt.t -., be 9eCuli&rl7 taport.­
ut 1D tb.t \r&At1Uon perloct. !be oouotrlee ita nN4 ot NOOO­
tc.tvcUoa cao vee eoee of our .urpluMa eo·re re.d.1l.7 thaD .. , 
&ltboucb c.be7 _, aot be able to P'1 tor u,. UDtll later. 

'I1UJlE RII.UIOIIS B1lftl1Zli 1U '1'110 WARS 

tbe 1Mr• bttnt~D. n.ra .:ittl11Md M.l1,)' &ad ••rlecl et·forla 
to retton "no...al• trade, but then .. , Ut.t.le coocert..d aoUon 

0 
' • and \be tt.p.t \.aUG .. n otWn coot.n41ctory. llaUona • ere ln 

coepet1t10A w·tu. one uotber, &nd placed. J.Jaed.late ed.•.ntac:• 
a.hNd of loac-.run 1a.1ne. Great Brlt.d.D retura~ to bu pre­
war cold tt.a.ncla.rd., ool.7 to tind that ahe wu unable to aa.int..alo 
tt.. It. t&Ued aa 1.0 "aut.oaatic• "'&\llator, a •lrtue tba t 1a 
at.lll oocuionallr clas...d for lt. We, in the United Stat..,, 
nt coapl•ca.ntlr behlod our high tariff w:a.lll - or bullt thea 
hia:he r - and. wt.tcbtd the -orld1 a euppl)" of moneta.ry a:old tlo• 
into our n\llt.e W1Ul the other co\&Dt.rlea were torctd to aut .. 
pond, one br ona. Yin&!lr, raced • ltb ehrlnking foreign 
.arket.a, 1n addition to declio1n& domestic trade , we Joined 1o 
tbe , ... or oo•pet.1t1•e Oe'ta.luaUon. 

Tbe uperta preached the virt;uee ot tr11 , •u.l t.Ua t.eral. 
trJ.d-1 1 but co .. rnaeot.a, ooe by ooe, resorted to ner cro• 1.n.c 
reat.ricUoi\IJ &Dd bUa\.oeral acreeM:Ot.a that. o1113" aeceler.t4d the 
d.o.mn.rd t.~ o.r 1At.el"DAt..ioD&l. t.Ade. 

Uad.er tiM f'r1J)U'1.1t• ~t or 1936, f'rance, the 
lh>l~ l1.qd4oo, ...S U.. Olli~ Statao _.ed to &b<u>doa -­
pet.lt.l•• devaluat.1oo .ad to at~t. to etab111se exch&na•• · 
Our reolprocel trad.e e..c:re-eou procru. • •• uoc.ber coaet.ruc­
t.he et"tort. to re•erH tbe trend. 'l'heae .. u Jraa were UNt\tl , 
bot tbe7 cololrJA DOt do aueh to ott-eat. the &rowin&: Mlt.rlctlone 
elenbere. Z.ao t.be UD.lted. ~. tbe t.radit.ional boM ot 
trM t.n.de ADd the 1old at..and..a.rd, abandoned t.h• 1n ta•or or 
the nn er dootr1n" a.ocl praet.i.cea. 

• 
Tblt experience b.u t.aucht ua, t irat, that a returo to 

an 1Dt.trnatioul. 1old e t.and.&rd 1a o eU.her eaa7 oor a panacea . 
SecoD4, that crecU.tor Gatione, eucb ae the Unlt.t<l St.ttt.tl, •bo 
at.tnpt to pre'tent l.llport.a through bigh t.u1tte or other •ana, 
wll.l not onl7 be lett d t.b wort.bleaa aecurU.lta on t.he1r h.andt, 
but • Ul t1Dd t.b17 b&Ye goaded debtor coua.triaa to rat.llat.o17 
.. a.aurea - t.Hcle Nat.riot.lont ot their own, or de•aluation. 
OUr axporW deoll.DIIl tar ~re thaD d.oaett.lc product.lon 1A U!.e 
aa.rl7 nUet.MD-t.hirtiea. MIS t.b.lrd.• t.N.t 1n tbe ablenoe or 
qre ... .aw uonc t.b• MJorU.7 ot nauooa, reeioMJ. and bU.~ 
tenl pacta • W den l.op, t.o the d.et.rt.ot ot the rest or t.ba 
world. 

l ara a1..,.. l.at.erren d t.A tn.de, but. cner before bu 
war bMD 10 D1&rl7 uaber Ml, or t.rad.e eoat.roU - nen ror 
t.nd.e a.onc alllea - ao coeple\.oe. Coa.aaqoaatl.J, t.bt "'Uora­
c.ioo of .....ooabl7 tree eoT .. t ot cood• btt.eeeo eou.olriea 
preaentt a 80N cl1tt1cvlt probl• thaD a t &A¥ t t.e 1n our ear­
lier biatorr. 

• 
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'l'o re1t.ore trade it h eeaent.ial, Urat of &U. to et...b-
11111 exeb&o.&•• &Dd ext.nd the crecii t1 which facilitate inter­
national bu.fing. .lDd looa .. tera t1nuc1ng will t>. uraeot, both 
to reconatruct i.od:uetriea that. b.$ve bMn lbat.t..r~ b7 war and 
to de•elop 10 .. or the leu induatri&li.ztd rea:iooe. lnttr­
national trade can onl.r be reatored oo a dur,able baala 1t would­
be 1:Ju7er1 bave goodl to offer 1n exchan&•· 

110Rl OF 'II!E BRErnlN WOODS OONF~CE 

the Int.rnatlontl Monetary Conference • hich .. t 1n July 
1944 at Bretton l ooda, wae cill~ t.o cooeider two speoit1o pro­
Ject•• a •Fund• and a •Bank.• These had been under conaidera­
tioD b7 '"'rll of the aoverDIIenta concerned tor u.n;y s.ontha in 
adv..nce or t.be Conference. Both the Onit«l Statts and the 
Un1t44 li.J1cd.oe bd pubUehed apec11'1c proposals for a atabUiz­
atioo fUnd 110re than a year earlier, and other a&tionl had aug­
a••~ Yarioul 80d1t1eat1onl. In the aprtna or 1944, • joint 
atate.ent • •• ileued b7 the experts or 30 nation•, ri.th def1n-
1tt re~tlona for an international .anetary tuneS. the 
proJect tor a bank bad aleo reoeivtd 14rioue cone1deration, al­
thou&h U bad not been d.iacuased •• tul.ly u the fund, partly 
becauee it wae a 1••• coatroveral&l ieaue. 

• 

1'1na.U7, t.bt u;>trt.e of all the natioDe concerned wen 
lnvit.d tor a preliainar7 conference at 'tlantic City, lame41-
atAly pre~ tilt BTet.t.o~ ~~ Coot'erence. Conaectueotl.t, 
t.be <leltgatAa ot 44 nation• wer. praeo.nt.ed rit.h a aeries of 
cltarlT torDUlated &Dd carefUllt coneidered alternatlvea wheo 
t.be7 fl.Dally .. t 1D Ju.q. llany of the delegat411 had attend.ed 
Mrlier ... tin&• or tbe ax:parte, and. all bad uple opport\Ulit7 
t.o aoqua.izlt t.bnlelvaa with the illuee. llloreover, they were 
prodd ed with a whole bt.ttA17 ot advbera. 

• 
1m oatlOCll but eoe•r nations aad oeutrala wen ioY1te4 to 

parUoi,pate. Tboae preaeat "re J.uatra.Ua, 8elg1UII, Bollrla, 
BruU, CI.Aada, Cbila, Cbln.a, Col011bla, Cotta Rica, Cuba, 
CMCboeloYakia, Do&lnlcan Republic, lc~r, Egypt, .£1. 
Sabaclor, lthlople., P"l'.ach Dtltgatlon, GrH ce, OuatAu.la, 
Haiti, BoDdu.ru, leal.aad, India, Irao, Ir&q, Liberia, Lu:ua­
bu.rg, IMxioo, llatberl&Dd.a, Nn Z.a.l&Dd., Nloa.raaua, HoMrt.T, 
Paaua, Pt.raqu"' Ptrv, PhUlpplne CoiiGIOnwealth, Poland., Onion 
of Sou\b Ah-1c.a, Uoloa ot SoTbt Soclalilt Republloe, Un_itad. 
lingdola, United St&taa of .berlca, Urugu.at, Venesuela, and. t\.1&0-
ll&vi.a. !be Dt.obb llin1atAr wu lA obaene-r. 

• 
0 

Tble thorough prel.im.1n&.r7 etudy ot the probl" ..a. 1t 
poeJible tor ~ Cooterence t.o r.ach detlnlte conclualona on 
ll&t\Y technica.l probleu io tbe abort 1paoe o! thHt nelr:e. The 
delegates were aided, turtbn, b7 u.ple clerical atatf ora:-.a­
bed t.o gbe twenty-four hour ttl"Yice. .lnd tbt iaolated loea­
tion of the Contere:oe-a kept ma.nr delegatee within reach, when 
eaay accen t.o eltiea m1s,ht. well ba•• lurtcl tbe.Q any and slowed 
up proceedln,a:e. 

The broad. purpose of the Monet.ar7 Coolerence • ao t.o .. ub­
Uab caebl.nery to ualat 1D tbe restoration ot world trade, ~ 
to promote ita steady u:.,P&Deloo 11:21 t.be future. r,'orld trade can 
be carried on onlt wlt.h 110ney aDd erl<ll t. To return to pr1m1-
t1n conditione of barter would be to ltrucle international 
t r anaaotlone. And money •aluel auat be a table, and reasonable 
credit facUitiea cuat. be at band., it tbe ateacly and expe.odina 
world markttl t.h&t contribute eo much to ete~y employ~~ent at 
bOCM &nd. to national well-bol.ng are to be r ·ealb«i. 'lbie ia the 
underlt1na purpose ot the plana for ao l.Dtematlonal Monetary 
Fund &nd an International 8&nk. for Rtconatruotioo aDd Develop.. 
ment. 

INTER!IATIOH.lL IIONETARI FOND 

Purpol .. ot t.he I uternational MonetAry Fund, a& at.ated 
in the articles of acre-.ot, area 

• l. to pro110te 1Dt.ernat1ooal 1104etery cooperation throuab 
a permanent 1Detltut1-on which provid.18 the lll&chinert 
for coneult&tloa. and collaboration on lnteraatiooal 
aoneta.ry probleu. 

2. To facllltate tbt expe.n110111 and balJu:r,c.S powth ot 
international t.r~de, and to contribute tberab7 to the 
prOJDOtion a.nd Ni.nt.nance ot hJ.gb l_.ell ot eaplo,..nt 
ud ret.l. lncoae and to tbe <le•elo~nt ot t.be produc­
t!~• resource• ot all ... bera aa p~im&ry objectlYee 
or tconollic poll or. 

J. To promot.t •.xch&n&e atebUlty, t.o MJ.nt&l.n ord•r11" 
exchan&:e arrang-.nta a.ona maabera, aDCl t.o nold ~ 
petit!~• ex¢b&n&e depreoi&tioo. 

4. 'l'o aaeiat 1D the tltlbllehment ot • w1tllat.er&l aye­
W. ot pa)'lleote ~ HIJ*)"t ot ourreot. tranla~tlooa 
bet .... n ••btra and. 1n tl:w elia1oation ot tore~ ex­
cbao,ge reatriot.iooe Glcb buper the &J'O'Itb of wor1d 
trade. 

s. 'fo a:ive eootidence to .. btra by Mk1ng tM l'und'e 
reaourcee anilable to thea! unaer a4eq,.,..tA ..t•gua.rda , 
t.bua provicU.a.c tb• wi.t.b opport.unlt7 to corr.ot 

• 
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Nlajuat.Mnt.a 1D tlMi.r ba.l.a.nc• or pl,)"l*'t.a • 1\ho\lt 
re10rt.lnc to --..u..rea d .. t.Not.lTt ot n.at.lon&l or 
1&\'-'mat.ioo&l. proaperit.7. 

6. In accorde.oe-e wit.b the abo·n, t.o a.borwn t.ht dura­
t.ion t.nci haMn t.bt d egree of 4Uequ111br1U8 in t.he 
1atArnat.1on&l balaoeea or pa)'Mntl ot ... ben. 

'h!o or t.bt ujor tunot-lona ot tht 1\and will be t.o at.a~ 
1L1st exchange r•t.•• and pre•ent coapet.1t1•• ae?aluat.lon of 
Mtlontl currenciet. All other po1t-war procrue tor world re­
oonatruotion wW bt g-rNU7 tacJllt.t.ttd by tucb ltab111ty. 
Z.en the work or UNRRA -auld be b.andleapped. it t.ht • alut or 
t.ht currenoltt ot the countries in Cich 1t operate• were to 
tluotuate wldt\T fro. ~ to day. 

CNr e.xperb oct in the rear• bet•~ t.ht two 1t01'l4 • art 
rlt.b botA unplt.ODtd tluetuatioaa and. ca.pet.1t.1Yt d evaluat.ioa 
or curT.a.ol•• d.MOC.at.rat.et u. ~r1oal\~ or a...cb at.ab.U.Ur. 
'fo ou .. a t .Lql.e lAic..nee, .U.. UrM.t. BrltdD autpeaded tM 
COld lt&Ddarcl in 19)1 tht YalU. of 0\tr cSoll&r, 1A t.el'N Of 
pcNnda, roM 40 911r eeat. 1a a r .. dq~ t.i.M. Other oount.r1 .. 
fol.l.otreci CrMt. 8rit&io, erA in eacb ot UltM COUDt.rltt tbt 
prlc .. of ..... r1cao &ood.a roM, 1D C..~ of t.bt.lr dtpnolat.ed 
wrNGol .. , u aueh •• 2S or evea. SO per otet. Thi.e u.de 
AHrlou lood.l t.oo u peoain tor their people t.o ~. u4 our 
&lret4y d.cl1.D..itll torelp aarteta ... M ••ea turt.ber reduoed. 
•• oount.ered, 1.n 1933, wltb auapealioa of our cold at.a.D4a.rd. 

• 

Such 0'*}l4tt1 t1vt dt•tl.uatioo ot tbe ourr.oolll 11 a & 
, ... t.ba t all c&n. play, and &0.1 t.Hpore.ry cail\1 ce:t bt quickly W ' 
nu.Uifl~. Wor.o•er, tb11 ecoooa1o • arta.-. pro110t.t1 1rr1t.a-
t1on and lnteroatioo.al. ill .u.l. And it 1Dterlere1 with t.bt 
lt...,d.y .Xp&n11on ot 1ntArDatlonal trade, wbicb 1e al.lloat 11 
ialponant •• the etu.d.y upaoalon of dOIHitiO tract•• in ... .ln.­
t.a1A1n& • h1&b ltnl oE ecplo,..nt and. proaper1t7. 

Tb11 trpe of dnalu.aUoo would DOt ~ penitted under 
t.bt 1'w:14 ~t. Pro•1a1oo 1a ...d.e tor 10M flt.x.1b1llt7 
1a nt.ta, both 1a &D. 1n.1U&l thne-eo-ot.b.t' Uj)t'r1Mot&l PI~"-" 
tod • wbeo uobaa&•• that baTt bMG au.•prD:Sed ..,.. aa:W t l.Dd.­
l.Dc U..ir oa\unl 11"1'-.1, aDd o...-er loa& pe.riod.e ot t l.-. TDe obua•• pe..S.tc.ed, bo...,er, v. NlaU••lT ....U, and tblre 
..... - O&l'•cuud• ... 1nouro t.bat tl>o7 oUl "' 1a liMo ia ..... 
tit of P"*'UAc tot&l. world trade nther t.b.u ci'•lAI a tee­
poi'V7 -.d'Yan"'&e to • a1zl.&,l.e COUDti"J at. tbt uptDH ot taM 
o\he re . 

1D order to l.apl.._t the aa-re-.ct t.o 1t.ab111.M ex.. 
o~t rate•• .. ch ... ber M tiOll rill contrl bu.W to & t'und.. 

• 
.. 

0 
7 

One fourth Of .. Ob MUntl711 quota 11 pe.1d. 1.o &Old, d tb u eep.. 
t.l ona tor OOUDtri .. • U.b abno~ low colO reaen... 1'b.11 
gold can be u11d to bq aA.J CUl"N I'lCJ" aMded b7 tbt Fund . 1be 
~er 11 1D t.bt oountr)'11 o wn cWTenc7, thva a~o~ppl.JiDI t.be 
currenc1t1 or d1tterent countries which other oouot.ritl ou bu7 
._, t.ht7 oetd thea to PI¥ tor S...porta. 

1'he ubtcrtptlon•, totallin& $8.8 bUUon1 for t.bt 4L 
natlone p&rtlcipatl.na U the Confereoce, .. re det..rldl:ltd b7 pre­
war lnooaee and prewar foreien trade ot the different nationt, 
witn adJuat..tnt• 1D individual c•••• wbere there ••• a•n•ral 
acrte .. nt tht.t polt.wlr AbUlty a.nd need will be u.rk.tal)t d,llter­
ent f'rO*I that. 1n the MrUtr period. 

kob natlon c&A borrow troll t.hla FUDd to a auitiWI o t ita 
avblcribtd quota, it nact al&r7, when it 11 t..porarl17 buy1nc 
1a0re 1ft toreip aarkat.a th&A U 1a ••Ui.D.& 1D tor• lCD .arktt.l. 
t.&.rc•.l7 Cor thtl reaton (but &leo, i:D .au 1D•t.&net~, tor ~ 
1001 of preau.,.) tbt •Jorlt.J of utioa1 wa.nt.ecl larcer quot .. 
thaD tboN l.Ddl.cat.td. by their pnrqr lnooMa ud Corelp trade. 
Con,..\MOt.l.7, eM 11 ... of the 411'tereot. q:uota. • u a cauat or 
oooaldtrabl.t debate. 11'1 the end, bo""er• -oat OOUAtriea .. ,.. 
...uonabl7 well aat.11Citd. • itb the out.cooe. 

rb.a ooo41tiona ~mder wb.lch loans can be obt&.l.old .,.. 
caret'ul.l,. Mle,..,.,.cltd, 10 Ulat t.bt7 w:1ll. operate 1n the l l'lt.t r­
t ata of &11. Tbe7 art dt~1,ned. to Ci.D&Dct CYrrtnt. operationiJ 
no country -r 1ncl"t&at ita borro1fin.c by 80rt than 2S per Clftt 

• 
of it.l quot-a b • •in.&le yeart a.ad t.b.t ch&ri• iocr-"'" both 
wl tb t.bt uoun t. borrowf<l and w1 tb the ltt~ath of tiM tbt loan 
ruaa. If a oountr7 dt•aluea itt ourrenc7, 1n t erat ot 1old, 
lt auat pay the d1f1'e:renot to the P'uDd 1n order to -.1.otain 
t.be cold nlue of it• quot.a. 

'lbt orlt.tot .. that h.a1 oocaaioaall7 bMn ..de that a 
Ctw I.IZIIIOni,pul.ou.l O&tlODI llilbt bMJcru,pt the I\IDd b I ftW 
110nt.b1 ia quite • U.bout toQZid&Uoa. A natioa that did aot 
... t ita oblilatloDa would 1oM ita ... berebJ.p, and t.bt coo• .. 
quencea or tb.il 1A • worl4 ~ .,.t other nat.loo.l .. re coop. 
.,..tine 1a foro~ trod• would pron too Mrioolo to 1>e 1'1oko4 
11cbtl7· 

Pro•bloa 11 M4t tor lat.tr iDcrN.Ma b U.. r.d, to 
&l.lo• botb. tor 1Aol"M.Ma 1a the qGOt.ae of -btr oation.l, and 
for \ht adaillioD Of Dn ... bera eta Ulll .... .ci:YiNblt o 

Tbe U.uw,. of nob a rUDct to couatrie• t.-porarUT 
b.J71Di 801"8 th&D tbe7 AN •ll..liAa: 11 l'MIOMblt clear. 1t 
.ul. tn&ble t.bt • \.o Mkt purcba.MI abroad th&t th.,. O&DDOt PQ' 

• 
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tor a t. \be ...-at. 8oM ~·• q,uett.~ u .• T&lM, bo.,..e.r, 
\.0 or.clitor a.at.1olll web u t.b• Olllt.ed St.et.e1 ud cu.ct.a. But. 
our Ct.l.o _,. t. Juat. &I real u U.trt. •• baTt the ..... b­
t..erea\ 1D ..at.en4.1D& cNd.lt. to ovr ou.toeer• 1A other OOUDt.riea 
al U\1 .. rebut. hu 1D •n.od.1aa cred..U. to b11 OUI\OIIIIrt. 

Tbt &Tt1labil1t.7 ot tuob a Fund t boul4 taollltat.e &Dd 
1.ncr•••• RUDCI 1AtAmat.ioa&l. t.ndt, Juat aa ad~u.ate b&nk or•-
41t. turt.here butia .. l acUrltJ. Woreower, tbe t.lr.IMAt. to 
aaint.aiil. tt.l.bb uoh&n&• rat.et rMOnl auoh or thl r1U. that 
often a t.t.tndl internatiooal bu71D& ao4 ••l.l.i.AC• .&Del, 1D 
1441t.loo, .-ber• pled&• tht•hlna oot to •a.cac• 1D d.1aort.-
1Dator7 currency pr.ctictl (ucept UDder cuot!ullt Mltparded 
oondiUODt), tucb aa tboM that b&apeHCi W'&clt betwMn the t wo ... ,.. 

ODe orit1c1 .. 11 Lbat. tht ~ 11 Jutt. a d••loe •1\b 
11hlob ~pt. oat.J..oc• caD u;alolt our WMl.\h. It b.u bMD 
d .. or-lbed u •putt.ln& 80017 doe a n.t bob.• 1h1.e ortt.io­
lu fall• to t&tt bto accocmt. W M41 Mltl(\i&r'CSI \hat baTt 
bHo Pf'O•lded. Jlor do .. 1t t&kt 1Dto aecol&t \be probabUit.T 
that • Ubout. t.bt had, ~eur. tr.; CNr uport.era .W l.M4 u1 
t.o ut...ad hCh ol•td.u .. 1a. tb• potttrar $1'tr1ocS, o\d"Hl .. ,, 1o 

• ord•r to clenlop woh needed tonl.p .....n..t.e. WU.bou\. the 
f'un4 \.be ri.tt • W be .U our1. lltb. tb.e l'uD4 1D openUoa 
tbt oU..:r .0 oat.loa.e, coabl.Ded, wUl. be acln.a.ot.aa f2 tor ..,,,., 
$1 \.ba\. .. .ciY&a.Ce. 

8oM riakl t.bere rill be. E .. a • • U -.nqt4 pr1•at.e 
bt.nk1 h.an been know to uke ba4 loaoa. 81.1\. tbll"l 1a oo "a.­
lOR t.o u,peo\. 11rtoue lo .... ; and a t. worat, t.he eaouat. that 
•• oo\Wt 1011 would be equinl.nt t.o the ooe t or abou\. ten d..,. or . ..... Surely t.b.b 11 a chance t.bat • • oan attord to 
w.u ft.a t.be etake b aot .. relJ exp&ad1Ac tre.de and hiab 
l enl1 ot • PloTMDt, but 1ntarDat1oa.al UDde.retu41.nc' aDd a 
durebll peace . • 

lN'fUIIAfiOIIlL WX FOR IW:OIISTJWCTI()jl IJID DIVW)PIIE!IT 

!'b4l pu.rpoee of' Us. 8uk 1a to t ac:U1t.t.e 1JI·t.em.aU.oo&l 
.lm'II\MDt.. lt. 11 d.eaipld to prortd.e t\aDd.1 tor pt"'4~·\.1•e 
plll'pOMI , IUCb u raet.ort. .. , powv plant., or \n.Aaport.at.ioo 
t aoWU.a. l.oaAI tor the ooc.~tzvetJ.oo ot ~o1p&l tluil.d­
l.ac•• or cv.rrea\. &O•~t ~·, aueb N "" ed'ftACed 
all too ott.eo 'Qf "-r1caa t.aY .. t.on &tt.e:r t.be Yiret. .,,.l.d Wu, 
• Ul oot. N<Ct1•• an.r coourac-.at t'roa Ud1 Wt1t.ut.loD. 
h.r wW NUer loqa be Mde. Relief 1a t.be tvaotloD o1 oww. 

• 
0 

Loft.&•t.I:N iot.e-maUocal l.oca tor prod:uc.U•e pu.rpoMI 
are IIMDtlal to t.b4 nno ... Uoo ot a NOothl1 tliDct.1oolA& 
-.orld ~DC*~· The hllb i.Dt.er .. t ratea pNYa.bQt. alter t.be 
Firat World. l ar tor .ta.t.emeUooal lo&oa Md.e it. d.UUc\&lt. tor 
bor-rower• to ... t. t.be 1r obll&at1ona n.a •h• o t.b.tJ borrow.ci 

9 

for 10uod produoU•• ent.erp.riMIJ &Del the frequency ot deta\&lt. 
diacred.1t.td eucb 1n•tat.llentl 1D thi.l oou.at.r7. Coo1ttq\l.Ot.l7, 1\. 
1e lllport.ant tor th11 type ot 1end.ill& to reeehe eo .. euppor-t.. 

Tbe Sank • 111 b.ne the power to ll&ke dlreot loene • but 
tor the 1101t. put 1 t 11 upected to cuarut .. loan• !lotted 
t.b.rouih reaW.ar btnk:1.ac channela. Suoh rua.rtnt.tta •'Ul of'ftr 
the lender raa10neblt 1t ourit7 aod will otter the borrower ree­
aonabh rat11 of ioter .. t . The lower rete or iot.er-eat ehould 
not rut.r1ot. \.he Nl'lc.et, Iince the avera.c• !Jlnator 11 • 1lli.nc 
to accept a low rat.e or r-~tum it he b.aa eo-e aeeur&Dc.e t.b.&t 
hie pr-1oc1pral 11 M!e. OlD the contrary, the uount of lftt.l:r­
c.atJ.on.al leocl.i.nl abould 1ocreue. ADd t.b4l low r.t.e or 1Atll'llt 
lt.I.U rill p.renat ~ de!.W.t.1. 

Prtcautlone bawe bHA t.a.kln to preYe:ct loeeea t'!'oa &hell 
J.ooa-t.e:rw lou1. Tbe tact. that loaz:us au.a\. be tor produot1•t 
pg.rpolll 11 1o 1Uelt I Nlepard. ilorton:r, t.he7 -..at be ruar• 
&Dt.l:td tlret. by t.he count.r-7 wboae a.at.J.ou.la are borrows.nc , and 
the7 wat be appro•e4 b7 the uoac ... ot. ot the &nk, Juat. u IQT 
loan noat.l4 tb.ro\l.cb a t..llk b appro•ed. Si.aee t.be ...,.c...at 

• 

1e not. 1Dt.tre1t.ed \JI MrDin& cou.bdooa, and a1noe 1t repr .. .nt.l 
coUDtrlee tbat b.a•• no iat.lreat be70od pro~~Ctt.in& aoUDd. recooatruc-

• 
t.loo &ll4 dtnlo~ent proJect• and prot ect1QC tbt1r iDvtl~t. i n 
tht S..o.k1 UJtH 11 00 NOIOD to tXptct SlriOUI l ou ... . 

nae cepit.ll tor the Bank coHs fro• aubacr1pt1on• ,.ad• by 
the &lllbtr nltiODi o Thtat tot.al f 9ol bill1ona. tor tbt IIIOit 
part t.he quot.ll tor tb"e han be•n approved at t.be a&M ti&\lrlt 
u tor t.be Fund. In 10111 1ott..Dcee, bowever, the e...Uer coun­
t.riee h.eve aubecr1bed ltu tor t.be a..a.t tN.n Cor the Ytlncl , and 
tbe larcer ooW\t.rlea -o.re. The U:olt..d Stat.ee, Cbltla , end ~da 
b.a•e .,r...s to eublcribe IOMWb&t l&r&•r 11.1111 tor tbe lank t.ban 
ror the rued. s.o .. • er, our total 1a •cW approxiaatelT oo ... 
tl:drcl ()' per c.eot.. tor t.bt Bant &Dd J l per c.ent.. tor the f'und) • 

lt. 11 to tbe btar .. t or e.Hd.it.or oouotr111 •• • ell •• 
bor'f'O'W1AI OOUD\.rlel tb&t. IUcb e.a.p1t&l abould. be ude a•all&bb. 
'ftll .aN M cb COW)trJ p.rodue..a, the b.l«bu U. ~~ ot U • ­
~ ot u.a peopl•· And Ule bi.cber Us. et.a.adard.a or UYiac , U.. 
.,,., Ua7 e.a;n b.a.y a~ u .. u •• at tac... 1D U:le put .. 
h&•e o·r'CU.llarU7 Mld 1111 to Ol.1oa, rit.b a populat.l.oo ot t.­
t.trMD 1.00 and ~ allll.ooe, \ba.D to Auetralla, wi tb a popult t.J.oa 
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of only 7 a1ll1ona. ~or dotla tbt 1J'Iduatr1al1aat1on ot other 
cowtrlea reduct our ll&l"t.ta. We aold oort \0 the people ot 
U..t Oo1ted IJ..D.cd.oa 1D t.t... t • eaty J"rt btl oM t.ht nr, oa a 
pe-r eap1t.a bula, t.bM to tbt peoplt of Autt.n.lla. 

CRlTICISII OF !!IE fUI D &liD Wl 

'!bt btt.ttr lotoi"Md eritlciu or t.bt FUnd a.nd tht .8&DJt 
~•• t.•o foraa. 11rat., that thelt tnatltut.lona are oot eom­
prehtnd'f't eooua:ba UAl.ut other meaaurtl ere t.aken Vl"'OIptly -
and ptrhlpl tirtt. - to "r0110te tbe tree flo• or trade, tbt 
P\u'ld a.nd Buk ct.Deot aucctedj aD4 aecoM, that the mach.l.Dtr, 
11 cuabereoM and: t.b.trt are alterD.&t.lve Ht.bocil of d.ea.l.in& dt.h 
tbia probl• \bat -o\ll.d. be 110re ertect.bt. 

l'lt.b regard l.o \.bt Clrat. crlt.lcla•, lt 11 true t.hat 
ot.ber .. aaurtt • Ul b.& .. to be t.U.to to auppl~ot t.btst, but 
t.be Bank and tbe 1\&ad 11-uet come firat. unltll there 1a to be a 
proloneed and painful ptrlod ot r eadjuatmtnt, accompanied by 
wtdllpr...S tt.LL'Ctrlnl• To ind.tc .. t.a bow tar theta inatitutlona 
so, and •beN t.bt7 r ·..u abort, it NY be d .. trablt to tract t.ht 
tt.ep. o.c .. N.I"y to rettore and eoDtiaut t.bt tree flow ot cood• 
'lb8.rt t.IM7 are aHdecl. 

'!be flrtt. t\4ip la to ru per •aluet or t.be d.ifterent. 
o:u.n-eocht. It bau &l~y had aoce experience .S.tb tb11 1ta 
countrlet ret&keo troa the e.oe.ay, and we bawe found lt a di.Cti­
ct.Ll.t problu. tbe tact that l.atero.atlonU trade bat been coll­
pletely controlled aurlac tbe war period - • period during which 
price l~velt ln ditter·ent countrha have chansed greatly t.ncl lo 
•ldel,y varyia.c dear••• - uana that prlc11 ln dltferent coun­
trlea are no loo&er interrelated. We round it nece~aary to re­
dae the rate .. t. Cor t.he rnnc ill Hort.b Ur1ca att.er a trial 
period. Tbe r•te I t t. Cor the llra in It.aly b.u be.a crlt.iolucl 
•• !uorla,c: t.ba &aertc&n ,.n-ic:-..a aDCl dlacrl.aiD.at.lDc apJ.Aat. 
t.be c1•UiaD popu.Le.Uoa. '!be rate sat tor tbe trt.nc 1o l'raDct, 
oo the eoot.r•rt, bu bMa crtt.1c1u4 aa tavorl.Di ~ ci~Wt.n 
popvlation t.nd dbcrl.alrLaU.nc qa.hat t.ht Aatrlca.o st'I''"Ylc.-.n. 
the tact 11, . t.bat a tult.abh rate ea.n cmlt be dete'Nined by trial 
and error. Uoder the 1'und agree .. nt, each ... ber deteralnet HI 
own par value in terct or the coaoon denominator, gold, and each 
.., ch&a&t ~t walut • lthia ninety d'ft after itt 1n1t1al dtttr­
al.a.&tion, 1t tbt orl1in.al nlu. ••l•cted prone unaatltCactory. 

the •eeoad step t.oward r.lt.orln.c t.bt rne tlo• or poda 
la the tt.abil.1u.Uoa or \1M exeb&a&• rat.et t.hua det.eral.aed. 

• • 

• • 

0 u 

Tbi• la a prla&ry purpoet or t.be Fund. The obJ•ot.lve la oot 
coaphte at.t.b1lit.7. Sollll thx1bU1ty is needed. 'fte Fund PTO­
•ldea tor eh&ngea ill re.t.N when 1ueb c:M.D&•• wW Caclllt&t.e 
t.ht r~ n.ow of trade, &ftd .nn the chana• la 1n tM aeaerU 
lnt.trett. nther than to \.hi t.tapor-r..ry &.dwant.e.ct or. •ln&l• 
countrr. !be u.npre41ct.ablt flucwatioDt u4 coapottlt.l•• de•d­
uat.lont or the prewar reart • 111 be eliMlnated. 

Tbt t.hlrd atep 1t provhlon for relief e_l\d rehabillt.a­
t.lon. Nelt.her t.ht Fund Mt t.he Ban!( baa tJ1Y dlreot parUclpa­
tlon ln thh, bQt ot.her ..,ct\lntry hu been provided , prlearlly 
tbrout;h UHRR.t.. And t.he -oric: of UNRAA will bt t•c1Ut.a.ted by 
1t.tblt excMna• r•t.ea. 

Tbe to:.art.h et.tp towarcl rlltor•tlon and cleulopcent or 
t.rtdl 11 t.he e.xt.eaeion Of lhort.-t.era cred.lt.l. fhtH IN pro­
'Vlded b7 the f\m4. lt no tAd ta.rller, each oou.ntr1 11&7 borrow 
rroa t.J\t Fund, at a aaxla~M~, t.bt ~Ulvtilent of lOO per cent or 
lU quota. The reat.rlet.lon• art t.hat the loiLn be uaed to o~ 
t.atn curr·enciea with which t.o p&y Cor laport.a; it • ..,,. not be 
uud for speculative trMJootiona. 

Increases in the uount of aucb bOrrowt.nc art lliit.td 
t.o 2~ P4Jr cent. of the couat.ry•a quota per yeu. Tbe curre:ncl .. 
borl'O• ed ue t.o be uatd. tor ;NrpoNI contlltAnt. d th the obJee ­
t l ••• ot tbe Fuad. Jr \bt c~rrenclea ceeded ere acarce, tbe 
u.n.&c.-eftt or the F\IDd ...,. u•• lta Ju;:;..g:unt. in a~rtl.orll.a,i: c.h•· Pro\'Uloa baa bt.a .. de tor replenithln& the P\md •• 
boldlnca or scarce c:urrencie1, and tor repayment of to&na. Por 
t.ht latter, tUDOn.g other •uuru, t.he cb.e.rc• lncreaaea •ltb t.he 
proportion or t.he quot.& borrou d and with t.he t.lat t.bat tbe 
loan boa run . 

The gains to t.ht borrodng countrlu art clt&r. But 
ao•t crlt.lcs ba•e queat.lontd the &t.lnl t.o eredlC.Or count.riel -
tlptclal.l1 the Onlt.«l Stat.te. !he a.lt.ern&thet, boweve.r, are 
lott oC foreign u.rket.t, or continutci ltod-1"•• tor .-bich 
rtpaJ'ttnt 1a aJCb ltaa U.ktlJ, or pr-lYatA extension ot crtdlt.a 
wltb (ln ..U ;orobabillt.7) "en fe•er aatequardt. 

'!tit flft.b n .. d , ln reat.orl.ng trad.e, it Uquidat.lon of 
lnt.trnatlonal Wkr debta. Th• • blocted bal&nott• or tbe United 
ICJnc<l~ • r • particularly lara•· They wW probobly 1110unt. to 
around~2 bUll ona ( t 8 bU.Uon•) by the end of 191..4. .tpproxi­
Mt.tly half ot t.h.b ll owtd. t.o Ind.t... Mtlt.btr t.ne tuod nor tbt 
Bank baa .a4t &Q1 pro•1elon tor tala dlrtcL1J. 

It theM debta c.an oe repeJ.d o•tr e ~riod. or Use, t.be7 
111U not ~r \.ht eet.hlUea or the f'u.Dd &od a..nk.. 1Dd toM 

• 
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exi1tence ot tbe Pund .nd Sank, orrerinc &lalttlcce 1n other 
• a.y1 , will Mlct it. taller tor the Onlt.ed JUn,cdo• to sohe thl1 
probla. For oot t.h.l.n&t tb17 &i•• the tJn.lt.ed l~• a bN&tb­
!..QI '~M-" in .tl.lob t.o ...U ot.ber ~Juat.Mnt... Soae d ellDlW 
pro•ldoo • W ha•• \o bee -.de tor blocked 'bll.anc.a, bow ... :r, 
lt t.bt hod &ad 8l.nk a.re to t'ua.cUon uoothl.r. 

the aUt.h 1t.tp 1e to prne:nt. widetpre~ exchange raUoa,.. 1na and dUcr-lA.lnatory currency pr.ct.lct• · 'lbeae force trade 
troll 1t.s natural cbanntll and. tend to dry it. up o.ltoa:et.her. 
Und.n t.bt Jo'u.ncl a&rtecent., t..emporlt.f')' control• or t.bie type wUl 
be .,er~~~itt.ed, e Lnce t.bey will probt.bly be oeeded durin& tbe 
t.rulition ptr1od. Ho .. ver, aatloo• a.re expected to abe.ndoo 
t.hn aa ra;»ld.l1 •• po,.ible, and l.t rttt.rlcUortl that.. art b.ull­
t\11. t.o o\hert ClOOt..lAue tor a looc: period the aaUoa. nployiA& 
th .. • Lll be toree4 t.o cboo.n bet.• eeo at.ecfmlng the reet..rio­
t.1ooe 1D qlH'tUoo or wtt.bdr•• l.JIC froe ... btrablp. 

the aevtnt.b awp la to pro•ldt otnt..ral cluring IJlld. a 
c.nt.r&l locat..lon where blnkera can ••et. and confer on 1nwr-.. 
naUonal aonttary proble••· Tille t.he Fund and the Bank pro­
vide. The location ot theae i.Dst1Wt..1onl 1e to be 1n t.be oou.n .. 
tr, w1t.h the lar&elt.. quot..&, • ia . , t.be Ooited States. Tbit 
ebould pron particula.rl¥ ad...antq;to\i.t to t.bt buka 1n thie 
OOUDtry that.. ar. i.JI~,..It.ed in the bu.tJneaa Of tlbancln& 
l.at..matloo&l t.ranaaotiotla. 

1he e1&htb tt.tp t.on rd HttorJnc -orld trade 1a t.o pro­
•ide lo"i-t.tl"8 lo&nl tor the den.lopoent. t.nd reconstruction or 
countriea wblc.b , because they ha: .. never been 1Dduttr1Ui~td or 
btceuae ot • &r d e t tructlon, wlll tlnd it d1ttlcult. to obtain 
the capital netdMt. o·ur lotereat 1n the reconatruct1on aod de­
velopment of other count.rJea baa been diacuti td earlier in con­
nection wtt.b t.he f'unctiona or the Bank. 

Tbe n.lfttb 1t.ep is to dect"eaM the clirect. reatrlctlont 
oc cocaodltt !.porta Md e.xporta. Wt 1A t.M Uo1tecl Stat.ea 
U•e calnta.lAecl Mcb t.rUC tarrlera t.o keep out toreicn aood•· 
l'e ba•e .tao u .. d q~t-.lnea &Dd ot.ber t.ypea of restr-lcc.ioat -
ao=ett..Ma tor prol.ecLlon &(t..lnat. d11eal tl and peats, bu\ IOIM­
~laea aerely to keep tpeclfle caa.od1t.1ea rroe competlns •ith 
our own produota. 

During the ••r, or cour&e , lt b•• been nece~aary to con­
t rol all exportt Mel 1.a~rta, both t.o 1nture tbt beat <Liltr1bu.­
t1on of eaaent1al .. terl.ta, and to inture the be&t u&e of 
ah1pp.l.nc apac:e. Other count..r1u, bttore the ••r, eaplo,.cl pro­
t.ect.he t.a.r-ittt, i..lqlorL aod uport. q\aOta.l, tad other dt'f'iC-11 

• 

• 

0 

0 1) 

t.bat controlled t.be qt.lant.ity or t.aport.a and exportt, a.M &lao 
the klad ot &ooda and. t.bt countriea wltb which t rade • •• ear­
rl.S OD· '!heat conu-oU ba•• ault.lplled .-ttb • u eoadlUooa. 

1ba .... eon. tor t.be ,.......r rest.rlct..l.ooe •er• -.a;,.. So.e1 
1nclud.ln& our own su·ot.41ot1•• t.arlrta, • •re to t.vor apeeial. bua­
u .. e ltlt..rttt.e. Ot.bere were dealanod t.o ut.end a countq1a 
lphtre or lntluence o••r otbtr countrlea. SUU o t.h•r• tfere to 
sake countries telt-tultloltot 1n case of aar. 

• 

It would not be eoooo•1cally dtalr•ble to rtiDOVt ..U t.bete 
rt~trlot.ions ialled.lat..}¥ alter tbe • ar , eveo 1l 1t. thould prove 
poliUoally fe•slblt. The diaruption ol' tre..ae and industry t.M.t 
would re11illt., after a lone per.lod ot co.plete cooLrol, would ca.u.ae 
needle .. hardship. Over a l.on& period, •.-.er, -oat o.r ~e .. 
reat.rioc..1ocll can proballl,J be ,..._,,..eel, with ad.•an\.14• t.o all OOUD­
Lritl oooeel'!led. Mill ~u.al but ooat1nuoue rtduot.lon • W be 
llftHnt.J.al .U' t.rade b to exp..od. 

The euce-esarul operation ot tbe Fund and t.be Bank r84uin1 
that creditor nat ioo•, portlcularly, reaove 1uch rettr1otloot. 
For it loans are to be repaid they w et be re.,.aid Jn goods. The 
United Statea, ea~olllly , aust lower t.aritt barrier~ Jt it la to 
operate auccentu..ll¥ aa a creditor oatioo. 'Ke talled aa ' cr~t.­
or oat.J.on &!t.er the Firat World •.,- becau" • • UcreaMCI tarllte 
to the ;olnt that other OOUDtrba •ere unable to Nll goode 1A 
t.hia oou.atry, aDd t.b.le ••• tbelr 04l.y ...ae ot rept,Tl..nc thel.r 
debte t.o u.a. It la, or oou.r .. , poaslble to u.te cold tor ....U a !uu, but. the aonet.ary ,old eupply ot the worlo ... not, and 1e 

W!lot., la.rce encuJ(:b to .. et. t.be need, a.nd •e &lrea4y b&ve aucb t.be 
l&rillt p&rt. or i t in OU.r Vlultl. . 

Tbe export 1nduetr1tl or the DnJted St.at.ea, alao, an 
1nterttted 1.n lower tarlttta tor only it we ~y abroad. can we 
t ell abroad. It 1e to our i.J~Lereat t;o reduce trade r11trlct.lona 
whet.Mr or oot tbe .t"Uod. ud BI.Nc: an eatabUahtd. !be P'Und and 
Be.nt, by •rt.ad.iAc credit. aM a tablllzh& ucbucea, P•• the u .. .,_ich 1a ceed..ecl t.o ~e tbt_.. t.rad.e burien. The oal.J 
4an.;er 11 that. • • lball .ove too el.owq. How ver, the F\md &Dd 
8t.Dk -ould se"e aa ao aa441d. pressure tor 1~ .rtduc t.lont. 

There 1s no u pectat1on t.h&t all aucb trade be.rrltrt w1ll 
be re1110ved by all t.ht count.rlel cooperating. It. would be unreal­
ittic t.o think t.h.ot. thh cou.lcl be d~e . It 11 e~ct.ed , hoq Yer , 
that thelt barrier• wUl 'be , -r .. t.lr d.ia1n1ahtd. and t.bo•• reaaln.­
lnC wW DOt be used t.o ditrupt the eeoooaiet of ot.ber catloa.a, 
or 1D ot.ber ... ,.. to NrloualJ b&odlcap the opentiooa or U.. 
l'llnd M4 J!oAk, 
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1'be tt.a&l at.ep needed to reat.ore t.be r,... no. of rood• 
1D lnt.e'""Uona.l \.node 1a to prtTtot. Wid"" rett.rlc t.ioD or 
il\t.era.atloo.al t.rade b7 prlnte ind.utt.rt• lntemaU.ooal cuwla, 
1.n. HC.Ot. 1t'&J"', ba..-e d1Tide&S world -..rkeU ...oRi t.bP, r .. trlc­
t.td Mlea, t.nd i.DCN&Ied prlcee. 1h1t 11 t.he t...Ui&r -onopoly 
probln, coapUcatAd b)' tbe tact t.bat one nation alone cannot 
control t.he lit.uatlon aucce11fW.ly. Tbie 1a a problt• that nei­
ther t.he Fund nor t.be Banlt 1a des1.gntd to de&l. wltb. In abort, 
t.he pl&nt tor the Fund and Bank are not dniltd to eolve all 
the probl••• or international trade; nor can thl7 ttand alone. 
But they offer an eeeentlal part or the •hole pro~raa required 
tor intern .. uonll econoeic coopention, and U t.hey ne -.dopt.td 
they will 1'1"1&t.ly (aclllt.ato the adoption of rel&t.cl MUUrtl • 

~QrllldW 

11th n&ud t.o the .. cooct cr1Uc1u, t.hat. t.he •chinery 
la cuberao .. &ad then an .. ~ ettec.U•• aet.boele of de&l.inc 
•U.h t.bl.e probl•, U. h t.n~e that two ne• btt.U.ut.looa ,,.. 
coot.Mpla~, and that neotuall¥ U. 1e u.pect.ecl t.het. &ll t.be 
uabera coabiatd ..W. pl..:li• Ul• .,. or about. t20 b1UL.oo1 for 
t.be t..o. Jiot. on.1.r ..... th• lDaUtuUooa a .. , but. al.10 &Q1 ln­
lt.itut.l oa that. 11 p&rt.lcli*t.ed. 1o ~ ~•t. or t.be nat.lont of 
t.be .orl4 -..n necue.arUy baYt • tonal &oYe,.....t.. 'nitre ._,.. 
et..pb:r &lt.emaU•••· Whether these alt.e-n:aat.i.Ytl WO\ald pron 
-ore et·teot.!Ye or qult.e i.n&deq-u.at.e 11 a ut.t.er of opla.1on. 

TheN "" ot.ner ari ticlaaa t.bat. are probably btl !•port­
ant. than t.bott alrtody d.1Jcu .. td, but. • bich appea.r trequent.l,y 
tnoua:b to recel•• cona1deration. One ot tbte.e 1a t.hat tht 
Un1t.t4 St.at.ea, •• tbt pr1nc1~ cr.dl~r nation, 11 t.akln¥ the 
Njor rltk and bt.~ only a =inol"it.y •olce 1.n t.he management. 
The tatecuarda 1n tbt tiDal dE'aft or tbe pl&A, bo'fltver, • ould 
•••• to ~ upb. 

So•• believe that. c.ht 1\md 1a too lM&t t.nd IOIIt that 1t 
h not lara• en.ouah. On1y ex,erle:nc• wW det.e.raine wblcb , 1.t 
elthtE', 11 rtcht; but. ••c••• lunda need not be ueld, or •••n ~1d 
1n, e..nd t.htr. art pto•hlocl for t.xp&Jlllon 1t u.panlloa 11 called 
for. 

la a Mtt.e.r of r~Kt, s&r\7 or the earlier crit.lot ... ot 
tbt f\lnd t.o4 8u.k ban beeo fUll1 ut. 1A t.h4l tlnal plant , and 
...,. of W Nr\ler crit.lca ban IDOCIU'itd Ul4ilr •1 .. 1. Pro­
f'tuor Vl.aer, tor lnat.t.nce, eo • u one or \he .are conttruc­
tl•• cr1tlcl or ~ earlier proJeeta,2 hat written recentl1' 

2J. Viner, "t.o Plt..DI for lntAmat.io:o..al Wonet.ary StabU1Ht10D," 
l!l1.6t!1!!... .t.ut.-n, 1943-

• 

• 

• • • aut &hen t.be nate ot Br1Uab &DCl oUMr torelp opiAlon 1 u 
tJr.prttMd rat.ber b7 t.bt 4tirM ot aucceaa or t.be ..._ricu oeco­
t.iat.ora t.bao b)' their rauurt. lbat proapect • •• t.btre t.bat. 'Dr 
.o:. ot.her aocte of necoU.atloa, or b)' poatpon ... nt. ot necot.ta­
t.lo~, • • oould ha•e co~ten -are along t.beae l1oe1t Or •••~ 
nearly u .uchf") 

.U.TEIUIATIVPS 

!be firat, t.nd ob'rlout, alt.eroathe t.o tht F\and and 
Bank 1a for each nation, independently, to attaapt. to reatore 
the cold at.&ncl.ard. It 11 &•nerally conctd.cl, bo• e•er, that tbil 
11 1apou1blt 1o the icmediatt postwar period . T'tlt prl.noipt~l 
d1ff1ou.lty 1e t.b.at • • aba.\1 be doing, .-oat ot the aall1n& aDd •• 
alrea.cly but aott or tbe cold. Tht co~.~t~t.rt .. in l'lttd or raooo­
atnac U.oo wUl be unable to pq oa in goode 1....cl.latel.r, ...t 
cold "aenea ..,.. e.l.rtad.J prtU-7 .. u caplat.d. E'feo 1A t.ht 
loq rt.LD u. ,., .. doubtful 1t the cold et.&Adud eoul4 be ...S.t 
to 1\mot.loo u auc::ceut\&l.l.J' u it d.id tor a r .. 7Mrl 'oe/ore 
the Piret World War. And tbt Ooit.ed St.at.ea la ..aGtt. &loot 1D 
b.a•in& M1 lct.treet 1A ,._.at&bllaht.oc auch a at.aod.ard. 

tbt pla.aa tor tbt 1\&DCI pre•1d• tor • IQdltitod cold a\.&ftd ... 
ard. Cio.ld 11 W ~ unit of ..._aur ... nt. tor •al.ulD& ~cUt­
reN~nt LL&t.loa.al ourrenciu, ao4 eubtt.antlal. cold ccmtrlbuUooa 
to the f'w\d &rt requit'tCl of ill .aber nations. The .. prowia1ona 
are aubt~ti.t oonoetelon to our dtal:re tor a gold a~d&rd. 

• 

In vltw ot the pre,.nt. un~ua.l 411t.r1buUon or &old, t.n "&t.at.out.lo" 

•
old atandud. could not. be •x.>tct.e<l to function. Moreover, t.h• 
nited Kincdoa, • b1ch • •• Coraerl7 the principal advocat• of tu.ch 

• atand•rd, 11 t.odar unllttrablT opposed t.o it.. 

tbt 1100nd &l.t•mat.ln t.o tb• Bank and the" f'Uad , &ad one 
~at baa been advanced by b&nkera and eeonomlat.a wbo11 Juda•ent. 
muat be taken ltriouely, 1a the •tey-count.E'y• approach. Thla 
propo111 , in bt1et, t.hat. the lead.ing COW'lt..rltl 111 1nt..ernationd 
trade abould coll&borat.e clo••l.T, bot. aouwh&t lt .. tone.Uy 
thaD the pl&DI or the 44 nationa eontAcplate; and that. ....U 
couotriel abo\ll.d ad,Juat. t.btlr currenct .. t.o tboat or t.be ujor 
country rit.b •blc.b t.he7 t.rtodt tb.e -oat. the •tt7 countrtu• 
would adhere t.o t.b• .,ld at&Dd&rd &ad at.a.b.lllae t.bti.r CurTtOci•• 
rat.be.r ric1d.l7• S...Utr aaU.OC. ~ oot. be held t.o UMN re­
ctu1~t.l • 

Such a ayat.ee ai&bt ••U be eff.etin onee U. .._, 1A oper­
at.loD. thtl"t are, bo•ner, serious objeetJ.ons t.o it under 
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• preMGt. elrc,..c.aac.t . !be tlrat 1a t.b.at u. ~ aot c~ 
lA\.0 Optta\100 u quiekl.y u t.be !\and ud a.nt, ud to that. 
u-t.ent. would be leu uHtul. 1D the s.-.cliatA poatn .r recoo-
1\.NOUoa. 

A l t cond obJeotioD to the "key-count.ry• aol ut.iaa 11 
t.llat U. lea.••• t.he 1&&11 couot.rlu ao• ... Mt at the MrCJ ot 
Ute lara• oountry t.o whieb. t.he7 ba .. tied t.btir ctn-renct, and 
tor that rNton 111&ht bl leu eatietaotorr to th••· It 11 true 
that the eul.l coWitrha can be outvoted. 1n tbt 1\and and Ba.nk, 
einoe •otel are datera!Ded by quot.t, but at ltatt Ulty bave a 
voice, and the t1na.l dto111on • ill not be that ot a liDClt coun­
try. to lhort, the PUnd &Dd Bank otter a aort d~cratio pro­
cedure. 

Allo, it , ... , iaprobe.ble that thit &ltern.aU•t 11 real,.. 
1t a•eJ.lablt at the p~nnt t.t.u. It , , , ... , the eon ... nt ot 
the Ouit.ed l l.qdoa •• well •• the United. Stat .. ; W t.bt UoU.ed 
l ltl&do- baa tbowft IJ"Ut bterest b a coopltt.e17 eoot.rolled 
171\.ee ot t.r&d.e, .," clohly related. to the u..dlat.e prewa:r 
O.r..n 17&'-" 'thaD to our O'lllllo CloM eoopreraUoo boet.,tl n toM 
Unlt.ed lln~ and ourMbu w-ould not be poallble lt t.bt Dnlt.ed. 
ll.n&d<- tho\ll..d -o•• 1ft that <ii,reetJ.oa. lo Mort., toM ooe alt.er­
natlv e t.o • ~bt.el7 controlled a,-atea ot t.rade for .. eh na­
t1cm, \.bat \.be Ooit.ed l .la,cdoe b4a ebowD a.n:t 1nt.rtat llhia U..e 
plan of t.be 44 nationa. 

Ttle final Ut.e·rnetive to tbe plua dratt.ed at the Bret-
t,ot, 'trooda Conference 1a for eae.b o•tion t.o adopt a COIIplet.ely • 
oontrollt<l I,Yat.ea ot int..rnational trade. thie M IDI ueic&. ex-
port a.nd hport quotas, fix.lH& e~c.bt.nga rat..a, and detel"'llnin&, 
ln detail, what commodi ties aball be s ent abtoed , where they 
shall co , and wfiat ahall be taken 1n exebenc• t or the•, - eeeen­
tlally tbt aontrola tbat we now have tor purpottl of war. 

Such a ayat .. a.eane t:oth ertat.l,- reduced l.Ot.Al trt.cle Md 
creatly laorNtecl covemnn·t control. lt ttould ba.rd.l.7 be accept­
a ble to the United Ste;tea1 nor will 1t opert.t.e t.o txpancl t.he 
to\.&1 of future world t.rade , rit.b all the adnDt.aa•• 1n t.pro•ed 
at&nda..rdt ot U•1a.c Uaat sucb up&neioa otters. 

!be t.a.nc.ible reau.l.u ot t.be Cocre rtDCe ._... apeclt·to atld 
ea.rel'ull7 dre.tt.ed pl.ac.t tor the P\md and the Baftk. I\ ... eu.a­
tbl \.ha t the plana t. 1o web a ron that. t.be7 couJ.d be aceept.ed 
u t.be7 t t.ood b7 all \be gove:r'ftMnt.e concemed, tlnoe l t woW.d be 
ditf'loult to u ... ble t.he det.cates ot the 44 natlona a ••cood 

• 17 

• u.-. MraA7 ot UN. had to t ra•el t.boui&Dd..t or .u. •• \0 a u.aod 
t.be Coottrenc.tt &nd t.be7 lllelud:K tl.canee alnlat.era, ao•eroora 
ot e«~~tNl t-Aka, •nd othna wboiJe Ml'L7 reapoc:talbWU•• would 
&Ue it &l.l but U:poatlble to ci•e tiM to t;OOt.bn cooter.ace. 
Conatqutotl7, 1n add1t1oo to eareful consideration o! objeo­
t1••• and tund&&ental pr1nol plea, tbe ~et phr&llac • •• .. 1&htd 
and arcutd bf IUbco.tiit&ll &t IJome length. 

It tbt tund and. tbe Be.nk are to become worklnl 1nat.Uu­
t1ona, they •u•t bt •do~~ ott1c1~y by tbe &overna.ntl or at 
leeat tbe larctr nati ons, - particularly the Dol~ Kln¥4oa and 
the ti'Dited Statu . Our Conarell wW probabl)r conaider t.hea 
abortJ.y a.tt.er t.be election. 

Oace adopt~, tbe J'uQd and tbe Bulk c.uet be eupport.ed b7 
eor• liberal tndt pollciet tb.UI 1101'\ nat1on1 ba.,. pu.rtued. 1n 
tbt I"KeDt J)Mt. !be Onited St&t.ea ea.a well alford to l...S in 
tbia. If we wllh t.o coctinue to be the prindpeJ. e reditor aa­
Uon ot tbe ~rld, wt -..at abmdoa ~ reatr1et1Ye t.a.ritfa U..t 
.Ut.erfe.re • U .b \be pe;)'Witftt ot ic.t.re.a't aDd. pr1Ddp&l oa our 1D­
t.ru.tica&l lo&D.e. 

&ac.'b a &OTen\Matal FOP' .. wUl only be, to~ed. 1t tbe 
people ot tbe Ot\J.t44 St.tt.ea - or at least t.b• .,re arUeulat.e 
vot.era - arto oon,.1nced that 1t 1a deslnble. And tb.ll r-equiru 
Ul'lderat..and.i.D.I of probl.-. that have too ortc bND r.carcled u 
too t.ecbn1oll tor t.bt 1~. It 11 true that tbe d etau.d .. ch­
il\hm INit be l ett to t.bt t ecbtalciaaa, tlut tht object-bet and 

•
the cenerel av.nuu or appl"'a.eb ue well witbia tbe aoaprtbtoliao 
t the •otere. 

It. 1a !~~portent t.hat the Ua1t.od St.at.el lhould t.t.lte the 
init.bthe 1o adopUtll "'beae ~~eaauree. S.cauae t.hla country 11 
t.be le&d.ln' creditor nation, tbe pla.n rlll ool.1 tucceecl 11 tbt 
United StAt., acct ptl lt. Abo, this h uraent buaille11. It 
rruat. be coot ldered by Conc:re .. 1n the coaparathel)r oea.r f\l.ture. 
One ol t.be •1rtutl or t.hil part.lc\llt.r plaD for bteraatlooal 
cooperat.loa l e tbat 1 t can render aat.erial u•ht&ace 1n toM 
trana1 tloa per-1ocl froe • ar t.o pNce. 

To nalu.at.t tbe H-lult.IJ of the Coa!erence aol.elf b¥ t.brt 
tlnal, d.ralt.td plu1, t.port.et. u tbtJ are, 'WOUld. t. to oYer­
look an b~lble but ceoui.Dtl b)'- produet - a tplrlt of Nr10\tl 
purpo•e ~.Did t.rut oooperatloo. Proc....SiA&.• •ere bulbt alllke . 
Beca-use of the t.boroup p.-.parat.loo or the t..chnlciua Mil tbt 
ea.ref'u.U7 pl.a;M..S ud aootbl,- _,rkln.c uchl.oel"J ot \be 

• 
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• 
Coat'trtOM, U. waa po .. lbl.t to aecc.pl.hb ..,. 1A lltt.b U.Mo 
Mor~~•r, 1Ato~t1oa coaeerninc dtoltlona • •• ••&ilable Lo all, 
u 1000 11 deohloaa were rea.ebed., IIJ'Id where thtrt ••• dla­
IJ""':MMIt. till d11Cullion took ;>lace 1J:I Met.lAc• at.t.endtd b1 d-. 
lt&lt.tl trooa &1.1 the natiooa represent.d. There .. ,.,, ot 
courte, t-.11 .. ettnca bab1nd cloaed door• a but the final dtc1-
t1ont • •r• sadie a•tllable pl"C>Zpt.ly, throu&b t.be optratioa ot AD 
ettlohnt. htnL7-bour clerlc-.1 .. rvlce. Aleo, \.ha ntwtpaptr 
corretpondentt •trt on tbt &rouod &Dd in clolt contac~ with da­
velo~nt.t. ftn.lly, there • •• a det.trclntd errort., •ben dita~ 
ara .. nta uoae, t.o reac.b a fair and work&bb ca.proal1t 1 .nd 
not to r11ort. to "h.oraet.rad.i.o&.• 

Tht~t it ~roUDd tor eongratulatloo Lbat the Con!trtnct 
d14 aot buak 4own d t.b the • debt ot iotolublt cont'Uott. 
More than ooe tloc.n effort to rea.eb l.Dtemat.ioaal aooor4 1A 
t.bt put hat aet. that. tat.. ~aver, &an1 cU.ttereocu Mltecl 
• ..., ..S.t.b t\I.U clitcuuioos otbtra, reprea.at.JJtc c•oula. dJ.urc­
eoo• or !Jlt..-reat, Mn reaol:ud b7 aatual eoaceaa10D.8. fte 
aucce11 or t.be Coo!er.au 1D t.b.la r .. .-ct. 1e p&r1J.J at.trlbut.-. 
able to t.bt qua.ll\7 or lud.-r-ahlp; pa.rUJ to c.be ceo•Rl recoc­
Dit.loo \hat. the lnat.lt.uUooa UDder cooddent.ioa ._,.. ot rlt&l 
lapo:rt.uct a.a4 cu, 1a fa.ct., be .mt.ot.a.c.a~ to la.rc• Ull A&ll 
oou:Dt.r-lu alU•• &Dd to cnd.it.o:r aDd debtor nat.loDa. 

1lAall.1, the proudure ••• d~nt.lc. The d.alecatea of 
....U ut.tona, aucb u Iceland., Liberia, Lu.x .. bu.re, and Pau.a.;a, 
eat. ddt b7 1ldt wit.b t.be deleaat.ta of tbe creat. powtriJ t.be7 

• 

bt.4 equal opport.unlt.y t.o preaent their ..-1 ... , and ~u.al vot.ea. • 
£Yen the aa&llelt natloo bad a bt&rin& an4 ltrloua conaidtra-
tioo. 

It 1.1 t.rut that 1.D t.b.t end lu.ll oat.1on1 can be ou.t.-vott<l 
b7 t.be la.rcar oa tiooa. Oaee the Fund IDd tb4l Buk are 1a. opt r­
ation the tou.r la.rcut. aat1ooa • ill ha•• • u,Jorlty of •ot.e1, 
and t.be OnitAd St.atea aloat rill b.a•• tbe ••to power. But there 
11 no l"MIOD t.o auppoll that U:te l&r&• naUoo.a • W Mvt a 
aiocl• btere•t 1D oppoaiUOD to the ...U oattooa. 

lt oUDOt be o.l.&1.Ded tbat "''-'7 oat.loo " ' C041plet•l7 
cooviooed ot the JuaUu or cltciaioaa that t.bt7 bid oppo1ed. 
lu\. t.be.re cu be no doubt. t.bat t.bt7 recopbtd \.bat tbtre •u 
a ceou.iAe lAW.Uoo t.o bt !air &Dd r...aooable. It UU. proeed ... 
UN CaD bt repw.t.cl tor the out 1Dt.traat.1ooal coatereac• , aDd. 
t.be aut, t.be.re Noul.d bt toM bope or U.t ptot.041t\al. aolut.l.oo of 
.o:rld. atrwa. 

l lt.b rep.rd to tbe tpeo.Uic obJecrtiTtl of \.bt Coo!ertcoe , 
lt. ll lJriportao·t t.o 1\.NII that. all COUDtrlea lt.Md to C&i.D f1'0a 

. . 

• 

• 

• 19 • 

oooparaUoo b Uaia tl.tld. '!he crlU.Ci .. t.bat n , •• a cr.tlt.­
or a.Uon, an liYia& all uri &• ttJ..ac DOth1Dc b t't t.ui'D bu DO 
.ore •alldJ.t7 t.b.aA the arcu-ot. tbat. a MT'Cbant. baa DOt.b..S.Dc to 
&ai.n b7 e.dn.ncln& credit to bia cuatoMre. Aetoal.l7, of courM , 
t.bt ortd.ltor a.o4 t.b.e debtor both atand to .o&in 'by the t.rt.na­
aotion. Add Ult pro1parit7 which will aake other ooUDt.rltl 
aood cu•to .. ra tor J.Mrl·ct.n &ood•, • U1 contribute, in t.u.ra, to 
the pro•.Ptrity ot t.bt Onited State1. 

1t. 11 t•port.ant to •llph.aahe, allo, t.bat clo .. at.ic aoono­
•io 90l10it1 wlll ba en iaport.t.nt factor 1D det anU.oinl t.be 
eucctll ot t.be t.•o 1nttlt.ut101ll. St.abUbatioo ot t.bt txoba.n­
C .. and unlnt.arru,pttd cro• th or lDttrnat.iooal. trade ar• onl.T 
po .. ibll 11 the do•e•t.ic ecoooa1ea of the oouot.ri .. a.r• IOUDd. 
•o i.Dt.emttional ane.nceMnta tbat. c.i&bt. be Mdt can iDI~r• 
sound. doMatJ.o poUc!11, but. t.bl1 caD be or cnat. a .. iat.anc• to 
cot.10trit1 1D Mlnt.aJ.ota.c at.able do•aUo ~·•· 

r·ln&U7, t.b111 p1.ao.1 w .at be Jur!&..S 1D t.be li&bt ot u. 
praoUuble altArnat.hea. One a1.Jbt preter aa uaaodilied ,old 
a-tan4a.rd, Wt. tlba\. cba.ace 11 t.htH of aak1n&: 1t. -orkt Or, a 
"et't •fftcUTt t.b..aHtlcal cue c&A be ude tor t.be kt7-oo\atr'7 
approacb, 'Wt •• lone •• t.b• O:nit.ecl ~ ea.GDOt. ba pera~ 
oT 1t.1 v1rt.ull it 11 DOt aa ••..U.blt alt.e:roat.be. the 1\IDd and. 
t.be 8a.Dk b.a•• beCl •PP""-' bt tb.t dtlecat.ea ot 44 oat.looe. 
11bat. poaaibillt.T 11 t.ber• of obt.a1nl.n.J t.bt cooperatiao ot 1"1 
av.bet&nt.lal 6\lllbar or t.bla poup 1D ror.~latlac anotbar plant 

The tinll plan• are proba.bl7 oot. preclael7 what. 107 oae 
oouo t.ry, workinc by l t.ltlt, would d.ratt. &I ideal. tbay art 
the prod~Ot. of &1'f'l Md take - & COfiProallt, but a fair an4 
workable coapro•111. Much dapenda on ho• wl••lt a.nd fairly 
t.bay •r• ldalnilt.tr.d, b\lt. tb!e 11 tru• or 1Jl1 plan. And t.b• 
plan 1n qu.,tioo baa r .. eonablt 1afe1uarda aa&.lnat abu•• · 

Tbt onlr r..,l al.tArnatlnt t.od..,- art twot tbe tirat 11 
co•p1tt.tl1 coo.t.t'OUed Mtioo.al ayatella of ro,.lca t.re.de, wbicb 
are bound to rut.rict. t.rad• drut.ieall1 and t.o rewlt. in the 
dJ.•er1ainat.loD M4 aarrow cllquea that. lncre ... lnt..roaU.ooal. 
l'rlcUOtllo 1'bt other &lltmaU•• polnll to dec.1.1.n1D.& t.rtd.• 
and claMea bet. ... a aat.iona, ud -ould. bt: cbaoa.,-

Ooce •lctoi'J' ll our• 1t. ..W be dttficult to bolA the •••re.c• oU . .tua'a lfttereat 1D lDt.l'l'latlooal attain. H• wW 
bt MCtr t.o ra.wm t.o ut• u lt .... batore tb• war and t.o tor­
''" int.tmaU.oo&l probl-.a. 1'bia e&nDOt. be 4aae, bowe"rer. 1'be 
world ll not. Ult .... , aDd 1t it "''" •• tbould bt taeed wU.h 
IIOH 4epraat1Do.l aDd ..,N wara. 'lht peace, too, b.u t.o be IOOJ 
aod U:dl 11 ..,,.. dllt!cl.ll.t. because t.bere la DO loni•r t.bt 
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1J..a.&,leDea1 or i)t.t:rpoN ADd thtl obrl.oua p&l \.bat • • ba· ... 1D u. .. 
or wv. n.e Brlt.i.ab eoaDOU.•·t, R .• H. Tu:D•7, au probablJ rf&bt 
ln ..,-t.aca •u. h poutble Ulat act u. t .... t piltr uoac \be 
&PJt.boH ot \be war .. ,.. tboa1 ot u1 Wbo d111recl oa1:r to bt let 
&loa• to U•• 1D pu.ce . • 4 

• • tumid our t ao.•• ialf&l'li attar tb• l .. t. ._..,.. Thl1 
t iM •• auat tndMYor to '"'~ the tutu.r. bJ wol'ld.q d tb 
othe r nat ion• t..o .. rd a OOIUIIOD eod. The plan• toreulat.ed at the 
Iotenwtiooal Monet.a.ry ConleNnce art oaly oot appl"CMcb, but 
they are a definl~ and ooaatructl•• approaob to an urcent pro­
bl... AI Stor-etaey llorc.enthau Mid at tbe final pltMr'J Ill• 
aicoe •we art at a oro••~•, and wt • uet. co one w-.y or the 
other. l'bt Coaterenct at Bretton Wooda bal ertot.d a l1ppo1t .. 
• •1.1Dpoat poifttiDc doft • bich••7 ~ eooucb tor all MD to 
• e.llr: 1o et.t p ao4 11d.1 by 1ide . It t.b~ .-111 Itt out toce t.btr, 
tbt re 1e DOt..b.bc oo l&l"t.b tb&t a.Md •top t.b• . • 

• • • • • • • • 

0 0 

• • • u • 

§.ll!I!J. Ji!!li!J 

•It... coot.U.oed 1D utnr kit.t l.:lX*CIUC Rt.COitlSTRUCflC»> ABROAD, 
l.S oect.• troa uuw a .. dqv.artera. 

lo lla lniWa 

QU!STlOIIS FOR DlSCUSSHJi 

1. lfh¥ 1t a fr11 tlo• or trad• a.a. i.llportaot. ract.or in 
u1Dtt.1D1nc peace? 

2. Ia an npt.ndtd world trad:l 1D t.b.e economic iot1r11t 
of the Dnittd States? 

). Would it btlp or bu.rt fOUl" cOIUUAit3 t.o cut. off iD· 
ttro&tion&J. tr&det 

4. Dott the UGittd States h&Te the retpoa.tibWt.l t.o 
~ put 1D iatll"Q&UOil&l ecooOIUc cooperat1oa to 
edUtYe ao u:p&Ddld -orld tr&det llo't 

SU&ceat,ecf R.Ndill&• 

ICe.nat&i l F.Ddont:Dt tor lntaroaUOD&l PMc.t, !adj 1J:HI 184 
C!plox•et.· 

Coutock, A., • Atc.oa.auucUoo aDd .,rl4 E:lcb&t&&•, • ~ 
~. ••cvo• 1944o 

ICood.Utt•, J. 8. , Prgblw g! Econoa1c hor•&Qhtt.iop, ea.ro.c.h 
!bdo...ot tor lnta.rnat1oaa.l react. 

M.arrh., S.,..oW" E., •!be Broader laauea of 8ret.t.oG l ood1,• b! 

• 
RtQIIbllg, Jill¥ )l, l944o 

l.ar7. llol and ..... ,.. , ... Il!l ~ ~ .lA t.liJ. !g£J,4 us.. 
8ur••u. or For•i,a &Dod DoMat1c Cou.rc•, Coverom""t. Pr1nt.1DC 
Offico, Waobtoctoo , 194)o 

Proeru suu .. uooe 
OrpAiat a tpMkerl bureau tor ebort tpeecbu on •Illl 

1!:2!4 lullt.l2! lu,llgB !2s:zsll" to be pre~eote4 'beton c.bun:b 
ll"OU.PI, WOIItD'a orc.Wutiaa., eocial clubt, etc. 

ror 7our loc&l 1Dd\lat.r1 .. ti.Dd out. ~t. proporUoo or 
t.beir prOducu 1A peac ... u. .. coae tro. -.brolod. 11.Dd cut C..t 
!.Dc!u.t.r'lel 1A JOU.r t.o• ..U abroad. 

llo IE!M 8tl!tlgp1 ~ I!2 !!u 

QUESTIOJS POll DIOCOSSI<II 

lo 111>1 cUd ttl• l'rM !.At.n>atiaul cold owaol&rd foU t.o 
worlt 1n t.b• lnt.or.r por1od! 
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2. bt. ba•• •• learned troa t.b1e t&i.lu.ref 
). .._t. ..,., the •••a.Ual.a tor re1tored world uldef 

~utod Ito~• 

-eood11tte, J. P. , !ht lpteroatlooal Ecm9!1e 2li.U2U., \.oamecie 
!ndowm.at tor lnteroatiooal Peace. 

•&rtt.t.Oil Wood• Mooet.uy Cootereoce," ~ ~ ~' 
Sept.aber !, 1944. 

"2».£ ~ Cpe!!rs;t J.Q .f.!!£.! !Q4 !!!," AD.nale or A.tr1c.an 
Ac&de~ ot Po.UUcal aod ~1&1 Scieoce, ~ept.tabtr 1940. 

Procru: Su.g,geatiooa 

S.Ytt'&J. UprtU10ftl UMd 1D COGDe<:tiCG .-ith &Ia,)' diKUIIioo 
Oil 1Dteroat1CG&l. tMCI.e M.1 oot. be clearly underttood by all. 
a. .. • report tf'OII 1A4_b14ual ....,.,., em t.lM •MAine &Ad dt!W­
Ucee of t.be tollowi.oc t.t.raa. (lou M:1 want t.o uk an ecoooabt. 
Or tMchtr to -.Q \.be upl&D,aUOD.) ihtlt 1a MUt. by t.bt fol.l.ow1.ac1 

iDt.r·uUoa.a.L cold et&Dd&rd 
blocktd b&l&DCII 
I.XCb&Act dtFtCia t11Xl 
dtnluat.loo 
blutor...Uu 
•ultilaterai •creemeot.e 
I COQO:IJ.O blOCI 
excbaaae rat.1oaina 

111. !iU at lU ksllm ~ Cgpference • 

QUESTlUNS FOR DlSCUSSlOH 

1. Did ttl~ u. s. oftici.al dtlea:at.lon l't~atot. CUI.J:\1 
po1Dt.1 of dew? 

2 o l ee 1.bto coa.hrtnce the re~'-Llt ot .rta.l cooperat.1oo 
...ana: oaUooa? 'lbat w re the eourctt of cootronra,y 
UOGC t.bt .,..r1ou.a n.at.1001 lo tbe cOftfut'nct I.Od bo• 
... re t.bq reaolY.S1 

)o • .,.. t.be intert~t.• ot aull oat.ioa.a rtpNMot.eclt 
4. Dot'a t.be out.coae ot the coo.tereoce rtpolleot tbt 

b .. t J~t or t.chui~ qu&lltlod oxporta t.D4 
1adlrl4...U rltb a ot.ete ... o-UU \llldarou..<ll.AC aod 
bi"'Ood upv1nce 1D CO"e.rnaeol &Del buliaeee1 'o Do 70U lpproYe or tbt W3 1J1 .tlicb t.lM J.rtich• of 
~t. tor tbt l'lmd ud tbe a.ac. ...,.. &rri'Y.ct at.f 
lb.at. cb&Ac:•• 1IOUld 70U. R&&e•tt 

b. IN'e Ule procedure-a or t.De cOILt'ereoce deeocraUct 
7 • OD wbl.t arowada wou.ld 7ou C-CJDCntu.Ute the cocterccef 

• • &.cce•ta<l IIM41AC• 

~ l.2a I.l.!u or ~ l.2J:l ~ Irlbupe , JWJ- ~~ ~J, 1944. 
lpttr-Aatrlcy, Ju.J.¥ ud Stpt.uber 1944. 
~. Jul.~ 10, 1944, pp 279-lll, aod Jo1¥ 17, 1944, pp 67-.fh. 
Itt.nnport, J., •a&roa l t1D .. ot Tlltoa,• ~~ J1a1 19.U. 
.U1o0 read HcUoo in pupb.let, •eooclu.doo. • 

Laber, !. A., •Reporter at Brtttoa Wooda," 1J! Republic, JUJ¥ 
17, 1944. 

"RbaJ.riea Btltt. Moaeta.ey PaCk," 8Y'Jpfla Juk, JuJ.t J.7, l9.U. 

Procru atueatlou 

Hne 10111ooe r-eport oa. tlle perac.:.al qu&l.iticat.iooa ot t.t1e 
B:rtt.t.oo 'lood1 Cooterttt1 aD4 t.be MDner iD which t.be contereoce 
n a coochJCt.tdo A cood report 11ili a.eceadt.at. rea ... rcb aDd .ua.­
"7 t'roa t.b.e •a.tue•t.ed ftMdJ.o.ca• tor thia aeeUoo. 

t•. lptf£MU9Pal »qp,tvx l9all 

• 

QOESTJ.OIS POll DlSCUSSloa 

1. lbat are the obJectina ot tbe PUadt 
2. ._ h C-OIIpetitin de.....W..Uoa oot pt,..itted by tbe 

P\mdf Doea t.b.ie aND t.b6t tbare rlll be oo t l iX1bU-
1t.1 ira ratea7 

). HO"'' doll t.he l'u.Dd prennt ccepttitin dt'Y&lu.at.loo? 
4 • Do 70u tbinll t.b-t aubtcr1pt1oo quot.11 • ere dtt·trai.Atd 

1D a tair &Ad equitable aann.er ? 
S. la t.be ltndloc poftr ot tb.e J"uod autticieoU, .. r.­

ruer4tdT 
6. The Ooit.td St.atee will contribute tbe •oat aon11 o 

Wbtt pr••1t1onl &re aade to protect Aaer1cao 
int.erllttt 

Procr- aaueatloD• 

Set auueatloa. UDder lJ 
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OD..l.7 ..a. •Jor prO"fi..J.ooa or tiM P\&od cow.d bt diacuaaed 
1a. t.be prtaeat. puJD}.at.. Tbt wbol.t id .. , bo-..•er, • W .... 
_,.. cc.crat.e it t.be Y&rioua prorlaioa.a ot Uloa P'uDd e.re diacuss­
ed 1a det.aU. Man aoatoo.t atud;y tb.e Ar·Ucl .. ot Ac,J'MIIeot. aod 
~11• t.be asio prorldooa. 11awe • ill t.bt 1\aDd bt .loeate4t 
Yow • W ih board. ot di.rtCWI'I ~ Hl.ctedt llb&t. atiiUI'tl e&D 
be taa.o to ,.pleaiab tbt PUDd'a boldiA&a or ac&ret c~rrtocieat 
Yow •11• t.bt 'blAt tuocttoo rroa a ·~•leal" poil:lt. or •te• t What. 
art t.bt obl1pt.1<Ga or the aubera7 Cu O.rMD.J I.Dd ltal.)t Joint 
Wbat ara t.ht • itbdra .. l ricbt.a aad raatrlct.lOdl ot ... btra? Ho• 
&rl t.bt I CCOUDtl or d tbdrawing IMIIbtl'l llttltd, tt.c.? 

f. lnttrptti?D•l !Jal La£ Rtcgp•tryctlop !14 Qt••!opatpt 

QOESTlOIIS FOR DlSCUSS1011 

.1. lbat an t.ba pu.rpo••• or tU "I&Ak"t 
2. Dota t.ba •aw• aecb.en'• prortd.t l~ticleat prt"­

caut.iau t.o p.N"TU.·t loe.•• h'• 1-c-t.ara ioutt 
). lt .. Wp to raiN UriDc at.Dd&rda el.Mo!lare by 

DelpiAc: to 1Ddv.atr1a.l.iaa otil.w coua.tr1u • W t.hlt. 
lo..r ou.r OIID UY1Qc at.a.:s4udat 

4. U' l.otr • c• cOUDt.rita ind\1.at.r1U.ba, &at about. t.be 
c•peUUca troa t.ba low paJ.4 wo.rhra wbo w1l.J. oo• 
be equipped ritll Meblneaf 

S. lt ••err cOUDt.J:y ~tr1tl.1aea, t.bc ebtrt ab&U 
• • t.rldtf 

a.u .. W4 .S.IIIIiAJ• 

:j~~~:~~~~=:::~ lloPttw liU IA4 1Am-
IA4 Dtnlgre•t., U. S. 

, z. A., aad Bouroeut, Alict, "Brtt.too Wooda Acr••­
aeata," ~ BuuD Bulltt.ia, Sept t8ber .1.944. 

St&lty • D.lceot, !2£!i '&CilO!lc Dntlgwpt , lo.temat.iooaJ. 
Labor Office, 1944. 

Proc;ru &.lciNUoo• 

011 St.alq •a booc tor a r.t'\rt.e.tioo. ot •Soet St&Ddard 
~booa• (Stt q,l.)tttiooa J.-S abo'fe) or be•• u 01"&1 rt•h• or 
th1a u ct lle.ot UtUt book. Han report• rrc. n.rioua Mlllbera 
c. acoooalo ~pMDt pon1bU1U.a iA rv &u\., Ruala, &Dd 
LatJ.D ..... rica. 

.. . . • 
Cd !.<cl q ll( .lb llll!l !II!!. .1b 1!1111. 

QOESTlOIIS POR DIS:USSlOII 

1 . l'b.at. &J'II t.be ntcea..., et.epe t.o r .. tort world t.ra.dat 2. Wbtt. a.re tbt NJor cr1t.1e1 ... that. b••• bttn udt or 
the Baa.c and the Plmd t 

). Do )'OU t.binll. t.l\tSI crit.1Cilt4S art 'Y&l.id? 
J.. frn,)t art broadly basad internat.iooal a.rrancementa 

prtftrable to, or •ore practical than bilet.tral 
a.rriA&tlllent.e tor the e.xtenaioo of credit? 

5. Wbat pract.ictl objections are t.bere to tbt w:a.htra&l 
return to tht cold ataodard? 

9J.II' a ted Raa4.lc.gt 

"Poatacr-ipt. oo Bratt.oo 11oodt," rort.w•· Stptuber 1944 • 
Raaaift.aq, Lo\aia, "1Dt.t.mat.1oo&J Cred.i.t. t.ad Curraoq Punt," 

l£nU!l AU!.Iu. Jol¥ 1941.. 
Set abo ·~ .. t.«t Rltd.1a.ca" UDder L ~ ~· 

Proe;ru Suueat.loo.l 

Ste u, It.!:U Rtl!tJ.W bete• eeo Two Wert 

Vll &D4 9111. Upflplab!d Buaipese ~ Copc!utiopt 

QOC>TIOIIS POa DlSCOSSIOIIS 

• 1. Sbo~J..d wt •ot4 aplntt. t.N P'uDd aocl t.be 8arw 1t t.bt 
propoatd pl.u. t.rt not 1D every rtapect ID 1dta.l 
dntt frOUI our point or •1••1 

2. What. do you t.b.1nk. accouot.e tor the t'Uaploioo 1A tbt 
Uo.it.t<l Statu t.bf.t ioWrnat.iooU ec04oa1c coopt.r-.. 
tioo in 1.1\Y fot'ID 11 a attbod ot ctttln& tbt UI:Ut.td 
Statu to "ehare the .. a.l.th" rltb lett ra•ortd 
cou.otriut 

). to wtt.at ct.o bt at.t.rlbut.ed ~ tuc.ceutu.L outCOM ot 
tbt lrtt~ loodt Coattrtoct1 

4. lbat. pol.lcita, 1A add.lUoa. to tbt P\uad t.ad \.be Bt.ok, 
• W '-lao bt iapor-t.ut.t. t.cton 1D. reetorJAc world 
trade ! 

5. What. au t.be IHZ'1ta ud. l.la1t.at.1oa.l o! &lt.uaaU"'• 
to tile PIIDd OD<I tile BoMf 

6. aat. do 70U thiiW: tbt &Tirll&t Cit.iMD ' a Ntpc!IIUl.bll-
1\.7 11 iA raprd t.o iot.t.na.a.Uoaal teceoaic coopuat1oot 
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26 • 
ec.atoclt, .l. , •&ret too llooclo ADd Att.r, • Cgrrw t Hi•torz, 

Sept- 1944· 
llurlf, S.,.IIOW" I. , •aro..to.r lo8Uoo at Bnttoo lloociJ, • 1!!. 

ltt!!!bllc , JW3 )1, 1944 • 

.. 

• Radio Script , •ru II....W., ot Brettoo lloocla, • .lAD1J aioloograpb­
ocl paaplllot. 

ProJrAN SU880itiona 

Write your Sanator &Ad Ropreoentative concerning your 
pooi tiOD OD the 1llm4 &Ad tho Banl<. 

CoDduct a public torwa or tow1> ball or tho air, "The 
Moaning ot Bret too llooclo . • .l radio ocript 1M¥ be obtained troo 
bJ writing tho .looociat.o in Social Studioo, .l.llaric&D A""ociation 
ot tla.boraity w.,....,, 1634 1 Stroat , 1. w., «uhingtoo, D. C • 

• • • 
• • • • • 

. . 
. . 

• 
l.lSEL. IIDCOUII -. ooo ot t wolYe do.lept.ea to tho 
intei'IIAt.iooaJ. -t.&z7 coor.......,, at. Bret.too 1loociJ 
in July , &lid tho .,..q - in tho AMrican dal.aca­
tioo. Ber • or" tor tho coot......,. 11 charactarlf­
tic ot bar car...-, wll1ch baa &1-.ro t.o.. a dlaal cma. 
Her acad.-lc ..... t ud bar diot~ ....:ord ot 
P>bllc Mrvico lane t.o.. bv.Ut. t.ccethar· Sbo baJ 
be .. hood or tho • • - ... dooartawt. at , ...... 
Colloae tor Mill' 1oai-o. loot recw t.U, abo b&J t.o.. 
Oat't'i.na ao u odTlfar co ... Ian. stoto taxoo, -
&lao to tho Toclorel T'roa1W'7 .Dopart.oeDt co taz publicity. 
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BRETTON WOODS AND 
INTERNATIONAL COOPERATION 

By Htnry Mortmthau. Jr. 

T HE United Nations won a great if unheralded victory at the 
Bretton Woods Monetar-y and Financb.l Conference,, For 
they took the lirst, the rnon vital and the most difficult 

atcp toward J>~:~tting into effect the 10rt of international economic 
provam whl<h will be ntcessary ror p<a<rving the pea«: and 
crotin& favorable conditions lor • 'Oriel prosperity. 

l nttmational agreements in the monetary and financial fidel 
are admintdl1 hard to rca.ch, aince they lie at the vuy heart of 
mattcn afrectmg the whole complex lyttem of economic relations 
among nations. ) c is a familiar fact that in all c:ountrles sectional 
in terata are often in conBict with the broader national interests 
and that theK narrow interests are aomctimes tufficiendy suong 
to shape internlltional economic policy. It was., therefore, a s~ial 
source of satisfaction to all the particlpantt in the Conference thac 
•Jreemcnts were reached covering 10 wide a range o ( intcrna... 
t1onaJ moneta_ry and financiaJ problt".ms. Thit was b.rgely due to 
&oni' and cardul preparation preceding the Conference during 
whach we secured genenl teelO&nition o( the prineiple o( interna.. 
tional monetary and 6na.ncial coOperation. 

The Confat:nce o( +f nations prtpared Arric:les of Agreement 
for acablishing the lntemation&l Monetary Fund a.nd the Inter­
national Bank for Reconstruction and Development co provide 
the means (or consultation and collaboration on international 
monetary and investment problans. These agrttments demon­
nrate that the United Nations have the willingness a.nd the abil­
ity to unite on the most difficult economic: iu uesJ issues on which 
comprehen,sive llgretme.nt had never before bet".n reached even 
among countries with essentially 11imila.r politica.l and economic 
institutions. The victory was thut all the greater in that the 
Bretton Woods Agrtcmc:nts were prcp:ned by countries of di8'er­
ing dea,rees of economic development, with very far from similar 
economic aynems, and will operate not merely in the immedjate 
pootwar y<&n, u will UNRRA, but in the longer pciod ahead. 

The hope that the United Nations will not pro•• a merd7: tun­
poruy wartime coalition which will ditint<gtate after military 
v;c:rory ha, thus ~vcd wbsta.nti&l R:inforccment. No matter 
whu pattern future orgazu of inrunation&l c:o6peration may as-

Regraded Unclassified



FOREIGN AFFAIRS 

au.mc- and the pa,ttem may be: diverte and varied to oonupond 
.,jth the great variety of problems to be met - Bretoon Woods 

proved that if the determination co co6pcrate for pu.cc: as wtlla.s 

for war it pretc:nt, adequate ~ suita~le in.s~me~u can be de­
vltcd in every tphere where anternatton&.l a.cuon 1.1 needed. In 

that~ Bretton Woocb wu an unmistakable warning to the 
Axis that the United Nations c:snnot be divided either by military 

force or by the diplomaric in~a of our en~ies. It_gave an 
unequivocitl uauranc::e to the solaiers of the Un•ted Nations that 

the aac:rificea they a.re makina to stt.mp out forever' the cauau of 

war are not ~ made in vain. And lastly it was a sign to the 
civilians on whose labon the war ell'oru of a.U the Ul>ited Nations 
depend that Juch labon are bearing fNit in the councils of peace 

no lw than thote of war. 
J have indicated that at Bretton Woods the United Nations 

ooo1t the 6nt and hazdest ttep towazd the ~tion of the kind of 
economic J>l'liT'l'l nceeatary for wortd atabilny and prooperity. 
It was only the fint step because the Articles of Agreement lor the 

eatoblishmcnt of the FUnd and the Bank stiU have to be ratified 
by caeh of the participanto in a=rdan<>e .,jthlea-1 and consti­

Ntional ..quiremeniS and procedures. I would be die last to da.im 
that the proem is likely to be a simple or an ea.sy one. Yet, ao far 
u the action to be taken by the United States is c:on""'cd, 1 have 

tuftlcicnt faith in the common -seruc o( the American people to 

believe that they have learned the painful leaon that the beat 

w&f to guard our national interaca is through dFec:tive inter. 
nauonal co&peration. We know thar mueh remaint to be done in 
othet fields. But, despite their hi$hly technical noture, the Fund 

and the Ban.k arc the best ltarung point for international coo.. 
nomic a>Cperation, beeausc lack oi ..,_, .. t in these spherea 
would bedevil all other workl economic relations. 
Hi~h1y technical queattona have one great advantage (rom the 

~liacal point o( view - their very intricacy should raise them 

above mC:rely portisan considerat>Onl. My optimism is partly 
based on the tidief that the Bretton Woods .f.!OP"'"'s Will be 

diiCUSSCd on an objective basis and 1hat such daff'erences of opln .. 
~n u may emerge will not follow party linea. The Amer&can 
deleaation wu non,.partisan in compo~ition and wu thoroughly 
united on all major ~ueatioru. R.publicans and Dcmocn .. alike 
had an equal voice m shaping ito decisions, and there is good 
reason to expect that the precedent followed before and during 
the Conference will be continued and that the next stage o1 

• 

• 

• 

BRE'ITON WOODS s 
ratification wlU be conducted on 1hc same high plane. In the 

li&hl _of my experience u d.a.irma.n o( the Ameritan ddqaDon, 
I believe that men of broad vision in both portia ..;u rise to 

the cha.Uenge and the opporrunhy 10 injtiue the historical pat­
tc~rn of international economic ~peration tht.l world peace 
demands. The cha.llenge and opporNI>ity are a.U the greater 

because our course of action willl&r~dy de1ennine the OOUI"M of 
action of many other members of the United NaUon.t.. •• As 
America goa, to goes 1he world •• may be an exaggeration. But 

it is a pardonable exaqeration in a world made one by time and 
fate. in which America 1 strength a.nd potentialitica are perhaps 

more dearl7 rcaliud by the rest of the World than by the Amcri­
ean people •todf. I should therefore like to emph .. iu .. suongly 
a1 possil>le 1htt a tremendous Tesponsibility lUll on our govun. 

men~ and people in connection with the rttibeation of the Bretton 
Woods Agreements. For our action wiU be righdy or wtOnfiy 
inrc:rpreted u a s.u~ and infallible index of our intentions wu.h 
rapec1 to the 1hape of thingt to come. 

11 

The fa~ of the Tt<aty of VenaiUea adds to the aigniJicance of 
the course we adopt on the Bretton Woods propooals. Aa the 

President hq pointed out, the Allied leaders are acquainted 
with our constitutional processCJ q they a.frec:t our dealings with 

foreign .!':"wen. IJ there are any American~ who would utilize 
the diVISion of powen to defeat the ends -.ht by the vast 
majority of Americ:ILIU, they are not likely to Juc:Ceed if the i.uues 
are clearly and unambiguously praented to the Congreu and 

the people. We must always k.etp in mind that other nations 
an: lruciously .. king whether the United s .. eea hu the deaire 
and ability to eooperate dfectively in establishing wortd peace. 
If we fail to ratify the Bretton Woods 'w.="ento, they ..;u be 
convinced lhtt lhe American people etthet do not desire to 

c:o6peraa: or that they do not luiow how to achieve coOperation. 
They would then have litde alternative but to _.. a aolution 

for their pressing politieal and economic problems on the old 

familiar lana, Jines which will inexorably involve playins the 
old game of power politiCI with even greater intauJty than 
befoie beeausc the probkrna .,jth which they wiU be eonfronted 

Will be oo milCh JIIC!r< acute. And po- politico would be u dio­
as!J'OUI to proopenty u to peace. 

One importlllt reaoon for the sharp dedine in international 
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erode in cllc 19J0'1 and the spreod of clcpreaion from country to 
OOWitry wu the powth of the twin eYib of intcmabc>nol eco­
nomic aarcooion and moru:. cary clioordcr. The de<ade of the •930'• 
wu almOot unique in the multiplicity of inpiouo odlcmca that 
were dcvi.ted by JOme countries. nocab1·r German]• to a ·ploit 
their cr«liton, their cunomen, and then competnors in their 
intcmadonal t:rt.de and 6nancial relations. It is necesaary only 
to recall the use ol ac:hange controls, competitive currency de­
preciation, multiple currmcy practices. blocked balanca, bi .. 
latera.( clearing arrangements and the hott o( other rettrictive 
and diacriminatory devices to find the cau.sea for the inadequate 
reeonry in lntemational trade in the decade before the war. 
Theae monetarJ devices were measures of intt:rnational economic 
';fiTCUion, an they were the logical concomitant of a policy 
dJre<ted toward war and conquest. 

The ~ltw&r intcm.ational economic problems may wcU be 
more dlllicult than thooe of the 1930'1, and unlcaa we oo6pcnte 
to aolvc thcac problems, we may be f11<cd with a I'CIIImption and 
inten.aific:acion of monetary disorder and tcOnOmic agreuion in 
the pconrar period. Thac ia no need to enlarge on the corue­
qucnca oloUch a dcvdopmcnL It ia a bleak prospect, yet it ia 
one we must undentaDd. 1n tome countries it will ptaent icadf 
u the only prt.<cicol oltanative if the rat o( the world abouJd be 
unabK to count on df'cctive American ~p&tion in a rounded 
and ccb<m1t pnlii'IJD covering int:cmational politico! and coo­
nomic relation~. I( that sbou.ld come to put, we will have to 
frame our own fut\lte co fit a world in whiCh war wiJJ nev-u be a 
remote contingency and in which tCOnomie: banien a.nd ro. 
ttrictions wW be the rule ln a contracting economic universe. 
On the other hand, i( we ratify the Bl'<tton Woocla Agrecmcnta, 
we will be lhowin' the rest of the world not only dlat we can 
co6pc:ntc for winnmg the war, not only that we are capable of 
formulatins a pro~ for (uUiUing our common aapirationt, but 
that we intend-to enforce and jmplement auch a program in every 
relevant tphcre of action. Ratification would thut ttrengthen aU 
the l'orwarci.Jookina, dements in every oountry who wioh to 
U"&tlllatc their ttav1ng for ~ace into decdt and will be a rc. 
aoundi"& IUUWer to the pesamiscs who feel that peace ia unat­
tainable. 

The inatitution of an i.atematiorW tee:Utity organization on 
the linea "&'-' on at Dumborton OW conotitutca a hiat>O<J­
makina -..pliabmcnt of wbiclt • e may weD be proucL Ha-c 

• 

• 

-· 
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ia an orpnization r ... maintaining ~ and politico! occwity 
which kir the 6rn time ha.s tttth in 1t. But it it our duty co keep 
to a minimu.m the tcnlions to which chat orpn.iution will bC. 
oubjectcd and to dcol with the cconomic e&U!CS of agrcaoion 
~ the •tate it ru.c:hed where: more far-reaching meuura 
would be ncccaaary. International monecary and financiol co6p. 
ttation lt indi.spens.able for the maintenance of cconomir; ttability: 
and tconomic ttabllity, in tum, is indispen~able to the mainto­
na.nce o( political uabmty. Therefore, • program for intema.. 
tKmal economic co6peration of which Bretton Woode: it the lint 
ttel' mun a«ompany the pro~ for political and military to­
cuntf. toward which the United Nations are moving. Bretron 
Woods it the model in the economic aphere of what Dum barton 
Oakt ia in the political. They reinforce and supplement each 
other. PolitietJ and economic aecwity from agrus.ion are ln.. 
divi.aible, and a eound program for peace muat achieve both. 

w 
A. I have alrudr aaid, agreement on international monetary 

and bankina policy ia only the fint atcp toward the achievotncnt 
of a corutrueavo economic~ duough which world atsbitity 
can be maintained and wtthiil which the horizon of prosperity 
can be Cll>&A<Icd. Other mcuuns, both nation~! and intcmo­
bc>nol, will be ~uired to """"' out the pnlii'IJD· 

Domcatic CCOtlOn\ic atsbility ia, of coune, intimately bound up 
with int<mationol atability. But intcmationol atsbility by jtac[( 
will not cnaurc domatic acsbility. It will be incumbent on ua to 
ado~t the kind of domcatic pr<>gram which will make poaaible the 
at'tl.l.nmtnt and maintenance of high levels of employment with 
rising uandud.a of living. I have aUllicient fa.ith in our economic 
tyJtem a.nd the inttitutio.n~ of free enttrpriJC and indivkluaJ 
initiative to hope that this goo! will be achieved. Nccdlcaa to aay, 
ita achievement wiU be greatly facilitated by the promlae of 
internationol monetary otsl>ility hdd forth by the Bretton Woocla 
A~mcnt11 juat u the aehievcment of internatfont.l monet&ry 
atability will be facilitstcd by a high level of l"""perity in the 
United Statca. Thia ia merely another illuatraaon Of die thcaia 
that we arc an inuaral part o( the world economy and that cllc 
rclationa benrccn ihe puu and the •hole arc intimacc and 
mutual. Hiah lcvclao( cmplor.;ncnt in the United Staccaa~ 
economic and policicol otability thnKtghoot the wmcl, whlch iA 
tum rdn£orcc Americac don.catic prosperity. 
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Jn addition, intunationaJ collaboration in the tphere of com­
mercial policy, conD'OI of cartdo, and pc>Nibly in the supply of 
primary ammoditiea and labo< a<&N!azda will be needed If the 
baPe cauaca of «0n0111ic: fri<tion and ~ arc to be abol­
iahed. The Fund and the Bank arc not 111tcnded to cover th<K 
6cldJ; which. will, of counc, be 1ubjecta for furthc:r discussion 
among the United Nattont,. The great objective of the Fund a.nd 
the B&nk is to provide the moncwy and financial foundation 
without which ~cnt in these other imj)Ortant fidds would 

be either imposstble to attain or mean.in&Jeu if attained. For 
no c.conomic agree:mena: among nations cCWd. aurvive discri.m;... 
natory cuhangc prutica, acvere and rtpeatcd competitive 
currency depreciaoon, rJaht pertr!&nent exchanac conuols, t.nd 
the likt'. ln fact, it is not too much to say that when nations arc 
punuing ecmpe:titive exchan$c poHcies- whether their purpose 
11 aagre:uive or merely dcfcnllVC i.s immateri&l - rcc:iproca.l trade 
'4"cementt cannot be made. Thus no m:iprocal trade agreement 
w•th Germany in the puiod from 19J3 to 1939, a&y, would have 
been worth the paper It wu written on for the •im:tc reuon that 
all iJJ purpoocs and <lr«JJ -.Jd have been c:om etdy nullified 
by the cuhange policy which the Gcrmana punu in those ycara. 

This cot'IJideration applia with still greater force to agreements 
for protecting ~uttra of primary commoditiet or for rai.sing 
labor tt:andards. How, for en.mpJe, can we protect the American 
farmer ln the world marketa if a siuble wheat.~ucing country 
can raort to monetary &e:'tion whiclt placet the wheat produccrt 
in that COWl try in a pi-efcmd position with JUpc<t to Amcric:an 
•hut exportersllf dte Amcrica.n farmer is to continue to export 
whnt and to I"CC'Cive a (air fWic.c i.n dol1an for the wheat he lclls 
at home, he must know that the world price of wheat in term• 
of hit own currcn<y will not be aeriously dinurbed by luge 
ttch,anse fluc:~ation.s in the principal wheat e•·porting and im­
port!-"& countnes. 

And .how ean we obtain agreement protecting our own high 
l!bor standards if_ we do not particiP!tt in expt.n~lon ofintema... 
-.al loo&-oam m ... cmcntl For if the -.>ic:ally 1 ... ad­
nncod 00<111trics arc to niac th<U labot aOIJidarda they muat 
incruae their ~ucriYity, and co increase their prociuctinty 
they need capnal fw modem machintty and proccacs. Unl ... 
adcquato proviaion it made for a ruwnption and expansion of 
international invettment by private investors on tound linea, 

• • 
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the less devdopcd counaies wiU have no altem.ative but to meet 
aU their capita1 requ.irc:ments thcmJdves. The procaa o( indu. 
triali:oation -.Jd then inevitably become more painful both to 
thmuehu and to the rut of the world, aincc tliey wwld have 
li tt.lc choice \xu to coo uol their im pora ri£orous.l y and to com­
pete as intenaivdy u possible for their share of the world market, 
ruthlessly exploiting their own cheap labor, and undercutting 
countries with higher labor atanda.rdt in the protess. lnatud o"f 
tending to raise thdr labor atandarda to our hiSh levd, this 
-.ld tend to pull OUT labot standards down to thtJn. 

n ... inatancea arc ooroUari<1 of the broader propooition that 
,...,..ld stabUity and proopcrity demand tho apaJUian and powth 
o( intema.tional trade and invq;tmcnt. In a c:oncractina market 
each country wiU fight to maintain itt foothold &nd will not be 
too futidiouJ 11 to the weapons it usa in the fight. An expt.nd. 
ing market does not eliminate competition, but whUc compcti· 
cion usumes cutthroat and destrUctive forms in a contr&eting 
market, it tendt to have socially bm.cfkc:nt dfecta: in an ex.. 
panding one. 

IV 

The Bretton WoodJ Agreements &rc th~ the molt vital atcp 

in the path of rcJ..Iizing e8'ectivc international economic co6_pua.­
tion. Without moncta.ry ooO~ation, internuiona.l economtc co.. 
operation in other spheres wlllat beat be ahort-Jivedi a.nd it may 
not be toO much to add that without monetary co6peration, 
international C:O.Spe:ration in oon..ec:onomic tphrres may be short­
lived U.O. The Br<:t""' \Vooda Apumcn10 arc U.O the moot 
difficult stop in inumational economic: co6ponotion becauac while 
we were not e:rplorinc entirdy uncharted seas~ while. prucdcnca 
for monotary ·and financial collabontion fw 'J'«ifi< purpoc .. 
existed, the scope and o::mt~t of the colJabor&tt<>n propotcd at 
Bretton Woodt a.re 10 much broader and fuUer that problema 
with infinitelY. more complication• had to be solved. Our own 
at•bi.lization fund has in the past entered into a number of 
~enJJ with other govcmmct\10 and Central Banko to 

promote atability in cuhang• rdationahipo beewccn the United 
Statco and other countri ... And such ~enJJ, while #i/41w.t 
in than.cter, undoubtedly made a definite contribution to orderly 
international monetary rel&tioJ'\1. An even broader form of 
mldti/4kr.t <06ptrotion through conaultation with rupcct to 

contemplated ~anaa in exchange rata waa achieved by the 
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Tripartite Ocdantion of September 1936 """"'& Fnoncc, Great 
Britsin and che United Ststes, to which BeJaium, HoUand and 
Switu!"land ouboequcntly ldhered. But withOut minimiiing che 
aigni6CMce .of such monetary a.rnn.gementl, and particularly of 
the Tripartite A«:ord, it i• proper to note that bec:a.use of their 
limited and improvised chart.ct<~", and aiJo becauoe o( the condi. 
tions in which they ....-. made, they could not cope with che 
ronge o( problems the Fund and Bank an: designed to handle. 

Take, l'or example, the question o( the ...Jative international 
economic potitions o( the United States and England to which so 
much attention hu been devoted in d..iJawions of postwar trade 
po~~ibilitieo. England was foTmedy a ueditor nation and hu now 
become a debtor. ~~e was able to tum her unfavorable trade balance into a fa YO or at lean a oompc:n.s:atcd, balance 
o( p&ymentl by receiptl o( inten:st and dividendi on (o~ign in.. 
veaanentt and by receipu for cu.rrent banking, inau.rance and 
abipping services. After che war abe wiD have to expand her ox­
pcwtt. Otherw;,., abe will have to run down htt (on:ign investment 
otiU liuthcr or TCiott to new bonowing. 0< abe wiU li&ve to cum.il 
her impO<tt which would lower her living otsndanla and aboryiy 
reotrict world trade. The United States hu become a uedttor 
country with the prospect of incret.aing export~, provided our 
cuotomero arc in a potition to find the dollan which they need to 
P'Y for the a-IJ and taYicco they want to boy &om ua. Other 
cowttries cannot find the ncocosuy dollan to pay for our exports 
unlaa we are willing to inaeue our own lmporu) our tourist and othe!' expcndi Nret a.broad, or unless we are willing to become a 
creditor country on a greater tct.let or both. 

The meuura for international coOpu&tion on monetary and 
in-tment~ ~uiml to m .. t the needa o( the United States and must obviowly be Bcxibk in chanctcr and 
b10ad in scope. is waooneo( the OUtltandinJ aooompliohments of Bretton Woods, an accomplishment wh1ch was easier to 
achieve becau1e of the •_pirit of mutual understanding with which 
the American and BritUh ddcgotions faced their problema, and 
because of the extended Britiah and American technical diocus­,;o.. d~ che twO ycora prior to the Conference. I believe that the eoonomac interests of the United States and Great Britain are 
not irreconciJablc, that the world is large enough to provide an 
expanding market for the D J10rts o( bOth, and that, given the Sood wiU which has chart.cterized the diocuaion o( our oommon 
«XWVnic and financial problano in the p&et, no problem invol•-

• 

• 
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ing ~~-.tries need ~ain unaolved. Q\lite obviowly, the solutJon will be much lea difficult in a world in which i.ntt:ma... 
Donal trade is expanding and in which an adequate volwne of 
sound and productive international investment it undertaken by 
private invcoton. That;, ~isdy how the Fund and the Bank 
can contribute to the adjustment of international KCOunts. 

• 
But that is only pa.n of the picture. At Bretton Woods, coun .. 

~es in very diR'erent atagcs of economic evolution joined in work­•ng out common lrutrumtnt:s of monetary and investment Jl?licy. 
C6ina and India - ~inanely ..,..nan countries With low lcvela of industrialiut>On and low otandanla o( 6vinc:. Naturally, 
they desire to raise both. The United States and t:ngland are 
countries with high level• o( indwtri&lizarion and high otsndanla 
of living, which just u ntturaUydcaire to maintoln and if possible 
raise bOth. Un!CIIeome framework which wiU make the dcoim o( 
both Ktl o( countries mutuaUy oompotible is catabliahed, ..,._ 
nomic: and monetsry c:onl!ictt between the lc:a and mor-e do­
vcloped countri .. wiU almost ccmoinly enoue. Nothing would be 
more menacing to world security tha.n to ha.ve the leu developed wuntriet, comprising more than ha.lf the population of the world, 
ranatd in economic l>attle againot the las populow but induo­
ui:a.Tiy more advanced narioo.s ol the wat. 

The Bretal<l Woodo approach is based on the realization thot it 
is to the economic and political &dvanose of countries auch 1.1 
India a.nd China, and also of eountrict•ue:h., England and the 
United States, that the ind~Utrialization and bettcTment o( living 
conditiona in the foTmer be achieved with the aid and~ 
ment of the latter. For the proccu o( induotriali:ution,_witbout 
which impro...,cnt o( living atsndanla is unattsinable, can be 
most dliaendy aooom~lished by an increaoing volume o( importo 
of machinery and ~u1pment. And what could be more natural 
than (or lndl& and China to import auch a-IJ from Ensland and 
the United Ststcowith their vaodl expanded capacity £Or _produc­ing ovch a-!J1 The harmony o economic intcreotl in U>ttma. 
tiona! traile between the more and lc:a denloped cowttrieo il a 
doctrine which hu long been preached by economistt, but it il a 
doctrine which hao often not been honored in observance. The 
United Norions Monetsry and FmanciaJ Conference made a big 
advance toward tranolatin& this theoretically oound muim into 
pncticc. 
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Apin, there it a dear Unc of demarcation between thole 
countries ra~ by ...,. and the countries fortunate enough 
because o( thcsr ~phic tituation w have eocapcd illnsion, 
bombin& and looang by the a><mJ- Nowhere- what I ahould 
like w WI the Brettx>n Woocllopuit more dearly manifest tha.n 
in the Conference's determinationJ to give a~tl attention and 
conaidention to the problemJ of countries in the first categOry. 
It wu aharcd no lt$1 by the countries whcne territories had not 
been dam14ed by Allis operatioN than by the immediate vi<timt 
of totalju.na.n. aggression. The reconstrUction of the devastated 
countries o( Europe and Aoia io =tial if normal international 
<rode relatioN are to be reawned prompdy. Th ... eountries are 
vitt.Uy important to the export and import trldc of the western 
hemiophere. That io why all the American Republico gave whole­
hearted aupport to the provision thiLt the Bank it to facilitate 
economic reconstruction. J should like to tingle out for s~ial 
mention Ru.uia'a '.Piendkl demonstration of the tineerity of her 
intentions to pa.tbe:ipate in world economic rec:onatruction by 
raiting her ou&ocripaon to the Bank &om 9 miUion dollars to 

1.2 biUion doll&rs oo the Jut day o( the Confer-ence. 
F'111ally, countries with " iddy dive:rgmt economK: systems 

participated in preptting the ~enu (or the Fund and the 
B&Ak. The United States it u lndubitably a capitalist counuy 
as Ruuia ~J a soc;ialitt one. Yet both agree not only on the 
desirability of promoting monetary stability and international 
investment but on the meant required to realize thc:se ends. And 
chit for a nry till>plc and utitfactory reuon- it is to the 
advan"'C< of c..cb to do 10. Ao an imperut<nt adherent of the 
capitaJitt I)'Stem, which in the avQbJe or WV hu once again 
ahown iu abUity to deliY<r !he goods, I am finnly convinced that 
caph:aliat and socialist aoeietiCJ ca.n coexist, u long a.s neither 
reaortt to destrucdve practicCJ and as long aa both abide by the 
Nlet of intcmationt.l economic fair play. Pcrhapa it it not tQO 

much to claim for the International Monett.ry Fund that it 
prc:saibes the atandardt in the 6dd o( monetary policy which it 
11 hoped aU CX>UDtries, whatever th.U polib<u and ec:onomic 
IJIICIN, wiU follow. 

Dapib! th- difficulties, the Brettoo Woocll Conference had 
to tuceoed because there io no other method o( dealiiiJ with 
internarlonal monetary and financial problemo than through 
intemational coOperatJon. There ia no aatisractory alternative. 
Th..., hao been ao"8P'tion that theoc w...,queatiollt that oouJd 

• 

• 
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be 10lved by the United States and En&iand, perhaps with the 
aid in later yean of a few JO.oCalJcd key councriet.. But this ap. 
proach <aka no acoount of the realities of thepoonrar oituation. 
'rhc: establislunent of an cxdusive AnaJo..,Amcncan condominium 
would not be the appropriate m...,. o7 dealing with international 
monetary problema. In the absence of cR'te:tive international 
action, unstable exchange n.tes arc much more likdy to occur in 
other countries than in Britain. In fact, unless c.here it a f'""'"' 
e.nvironmtnt of stable: and orderly exchange rates with ex~dina 
ttade and adequate investment, the adjuatment of the Britiah. 
balance of ptymcnu afru the war wiU be immeasurably more 
difficult. The problem of exchange stability is a general problem. 
Our own aporutt o( p!tural and induotrial goods noed more 
assurance man theotabUityof thedoUar .. terling rate of .. chan~< 
provides. They w•nc to know that the price and quantity or thc:lt 
exports wlU not be tuddenly reduced by deprec-iation in the 
countries to which they export or in the countries with whote 
exports they compete. 

I doubt that !he~· other United and Alcoociated NatioN, who 
have been fighting and working with UJ during the •ar, would 
take kindly oo wht might be regarded at dictaa>nhip o( the 
world's financa by two countries. There ia a vague promiae in 
this alternative that other countric.a might in time: be addcd to 
the select group whose coOperation was rquded a.s desirable~ But 
even these countries would be expected to coOperate by a ttaching 
themselv .. to a dollar bloc: or a swlina bloc. U we .hould exclude 
the greater part o( the .,...Jd from coOperation on these problemt 
and postpone for ten yean agreement on atabUity and order in 
exchange rates, we ohould lind tha1 the -xl bad beoome irRT­
oc:Jbly committed to fluctuating c:xc.hangc: rates, exchqc eon ... 
trOis and bilateral clearing a.rrangemenu. Once firmly c:s·tabliahcd, 
it would not be potaible to obtain the general abandonment or 
these restrictive and diJ(.riminac:ory meuura. Beyond that, there 
would seem to be considerable danger - _political ao w.U at eco­
nomic -in sc:tting up a world divK!ed an~ twO bloct. Sud\ a 
divioion of the world ,.-ouJd not only depnve us o( the general 
advan<ages o( multilateral <rode but would inevitably lead to 

oonllict between the two groupa The (act io that the problems 
considered at Bretton Woods ue inttmation&l probJcnu, common 
to &11 counuia, that can be dealt with only thtough broad intu .. 
natKmaJ coOperation. 

' The above are only the most strik-ing ext.mples of the range of 

. ~- . - . 
..... " • I L,. , T '""" ,. • 
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i.uco before the Conf.,..,ce. Each counuy hu iOJ own pc<Wiar 
pooirion in the world ceonomy which no other country duplicaou. 
Nai\I...Uy each counuy wanOJ ro uf~ud and, if pouiblc, 
ttr<llitheoo this pooirion. The ~taavco of aU countrico a!. 
... ,. nad this consideration in mind in weighing the meriOJ of the 
_..to for the Fund and the Bank. Yet the very faet that oo 
Lroid an ..,.... .. t,.. reaehed it the but pn>Of th11 the Unired 
NatioJU have all leuned that we are one world community in 
which the protF.lf of eaeh is bound "f with the prooperity of 
all. Becau .. thot it a point on which I fee to deeply, I thould like 
to quote from my 1pec:ch to the final seasion of the Conference on 
July 211 

1'hue it a eurioua ootioa that the protc:ctioft o( nadonallntcmt Md the 
cSewaopmmc o( int~tm~rional ~oon are ron«ictina pbllotophiee - that 
~ or otha- men of diffm:nt ftaciont C:UfiOt wOn toptbcr whhov.t 
Mai6cioc die ........... or ~holt .,.,.;..w ....... Thtra"" ..... talk o( ohio 
1011 - and from pooplc who oqht CD bow better-CICinCCI"Diftl tM i.nttm .. 
tiontJ oo5ptratift nature-of cDc. u.n4en:diDfjwt com.plc_tcd at Brclton Wood.. 

lue pcrfccdy CCI1Iabl du.toodtlcptioll co dtU C.O.lc:r&IIIC.l& hu '-t•t lot • 
momtet ol tile p&nioalu narionaJ iftt.t:rett it ... Milt Mt. co tcprwmt. The 
,._;....w.poioo,wt.idolhafttbt..._o(-.,.h.u ................. 
CIDIUCiout ol itt primaty oblipboo- die pot«eio. ol AIDc:ric:aa W.u:r.o. 
Aaclo.loa ....... __ .................... ~ora~ .. - .. ..... 
...U...oto.loair .... _... 

Yet MIM ol• tw loiud uy irtcom.pa~J ~twcc~~ clnodoe co OIU owa 
CIOUIICI'f udjoia t ac(iQa.J.a4ecd. we bYe 00 tk COOtnu'f cUt lhoeonJy 
paliliM ....tqvatd lor oor utioaal ia.tt:raalia i.a iaemu.tioeal w6pcncioa. 

Y1 

Attention lhould also be ea.Ued to two retOiutiont of apecial 
oignifieance P.uoed by the Conference. The lint recommends the 
earlieat pou1ble liquidation of the Bank for International Settle. 
menu. Whether righdy or wrongly, this institution hu become 
Inextricably identified with appeasement &nd coiJaboraclon. It i.s 
fitring that a United Nations Monetary and Financial Confere.nee 
ahouJd record its unqualified nand on an existing financial organi­
ution which, to a.ay the Jeast, did not promote the enda we are 
aeeki.ng. Funher, the Conference did not wish co1uidcratioru of 
power politics to enter into the func;cioning of the inswmenu it 
fashioned. It it tpecifically stared that the Fund and the Bank 
ohould not be alfeCred by politieal fac0>r1 in their operationt or in 
their recommenclation.t to member CIOU:tltric:a. The Conferau;:e 
wanred 10 avoid linking the Fund and the Bank in any way 
wido the Banlc for Iooemarioo>al SetdcmenOJ. It micht be toid 

• • 
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that the but way 10 deal with the problem , .. ., ignore iL But 
that wu not th.e feeling of the countries that have aull'ered from 
enun7 OCCU:pabOA. SoCh a passive attitude would in itldf have 
<oOJONred a!'P"'<"'ent of the Am, and the roownd..braneh 
recommendanon is in much bctta- ao::ord with the detuminadon 
of the United N'atioru to tolerate no institution that doa not 
oervc in the tuugglc for freedom and democraey. 

The teeond raOlution wu des:igned to ensure the rutontion to 
the!r righ~l owneno of property loored by Germany, Japan and 
the1~ utcUotet. It •upporu the ncpo alread( <&ken by the Unired 
Nat1on1 and calls on the govem.mmts o neutral countrict to 
facilitate the procw of restoration. It is part of the United Na.. 
tiont program that the Aais and ita Allies and agenOJ thould not 
be &!lOwed 0> get away with any loot this time. This reoolution 
implemeniJ tlo11 program and contributes., the tl:ralithenina of 
international law coneemlng international theft and 6anditry. 
If I have dwelt at tomelen'th on the signiDcance of the Bretton 

Woods prc>gJM> for intcmaaonal a>Opcration, it it bee.- the 
subject hu received let~ than ia: due attention and merit in the 
preu, which h .. oonfined iiJ discwoiono to the mon: purely 
monelVJ and financial qpeeiJ of the Coof......ce. I OJ long-nan 
politieal implicariont mar be no lest f'v-reaehing than ita -­
bOmic: aehitvetncnts. For It is in our power to tra.n:Sfo:nn the Brcc.. 
O>n Woods Acr<cmenOJ inro an epoch-making precedent, a beacon 
o( world progreao. 

- ., ' 
. 1 ~ '; _j l ... 

- ':f" J. I I U ~ ' 'fr! ' 
..... • - ~ -# ' • • . ~ .. \ . . -
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~ oee.r ..Jt' . rresiden t: 

uurint; the l aot .}eu l .bave discus<~ea several 
times v.itn Jlmbassador !l&rriman a plan v.hi oh Ml in t he 
'l'reasur~ oa ve been for mula t in6 for COlll.t-re.aensive aid 
to nuaa~a durin~; D.er reoonatruo tiou .reriod . 1.e are 
not tL.i nkin6 of mot·e l..enu- .. ease or aai form of relief 
out rat~er of an arran6e~en t tuat ~il uave aefinite 
ana lo.a6 r&nbe oenefita tor tne vniteo ~tates as ~ell 
as I or m.ss ia . 

ubasaaoor uat•rima.o Lias e .lj-rea ~;, ea t reat interest 
V tO -oulo l i ke t o 'ue tne .t-lan aovanceo. 1 unoerstand 
!rom u iJll tLIAt tne nuaaia.ns arc rt.luctiUlt to t ake t he 
i ni tiative , but. v.ould •elcomc O\or presentin~; a con­
struct ive .~:-rogram. 

l:ou \\ill recall that at ~ueoeo ><l.t' . l.bw·chill 
ahov.ed every evidence thal Lis breatest ~orry ~as t he 
1-er iod immediate!~ followin& •-r. l.ia~ . 11e have now 
v.orkeo out a fnaae 2 l..end- Lease .~:-roeram aitu the 
oritish af ter Lv.o mantua of ver.1 liArd i<Ork. 

... ~ co.tvinceo lll&t if .. e ~ere to co:ne forward 
nolii ana _r.resent t o tt.e twssia.os a concrete plan to aid 
ti.e..t in tue t•ecoo11truot ion period it v.oulo con tribut e 
a great oeal to•ards i r ouint O\ot m&Qj of t.ne oitfi oul­
ties ae nave been Lavin~ witn respect to tneir .~:-roblems 
and J!Olioies . 

l! a financial pl an of W.ls nuu.re interests you 
at tnis t~ , 1 ~oulo &¥~reoiaie an early opportunity 
to oillouas H lrit.h ~ou and au' • ..J tettinius . 

1 am sending ar. ~tettiniua a COfj ot this letter . 

;)i ooerl.l.) , 

'lne .t'rea iden t 
l&lan~Nj H. Morgentnau, Jr. 

'l.b.e 'II .tU. te D.O ua e • 

• 
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clA~+ ~ v.r.-d. 
~ Ceo/~ .;-JvJii-

1t-
' 

Dvlq the laa 7eu I hue lh ' elf aneral U•• ldth iallaa r Jlarrl ... a plaa lib.lah we ln the 
freaagr,r haye been tor.alatlac for e eheaal.a all 
te a .. ala lwrlac he Pleoaatr•otloa p r ·~· We aPI 
DOt thlulac of aor Lni•IAa11 or ora of relief 
lNt rather of u arr .... at that wll k!e 4dllllte IJ(J 
aal long raage beneflte the Unltea r tea~ ~ ~ 

Aabaaaalor B&rrt.aa baa erpreaael c at lntereat ~ 
aal woul llkl to aoe the l'laa abaaaol. I v.a41Pitu4 
trea h1.a that the Juliana are roluot&at to take the 
laltlatl•o, bot woula Wile ... owr preeentillc a eoa• 
atl'llothe propa. 

lou will reeall that at Quebeo llr. Chveh.lll 
ahowed tYePJ eYldenee that hie reateat .... , ... the 
perloa baollatlq tollowlq y:. Dq. • han now 
worked out a Pha11 I LeD.4•Leaae progru with tbo 
Brlthh attar two •atha of nq hara work. 

I u oo11•lncel that 1 f we were to ooae foPII&H 
aow and preaent to the luaalana a oonorete plaa to all 
the• ln the naonatruotlon perl o4 lt would ooatrlbllte 
a peat 41al towarb ironing out 11&!17 of the dlfflnl· 
tlea .. ba•e been ha•lnc with reepeot to tbolr probl ... 
... pellclea. 

i hope r ou will cl•e me an or::rtllllitT to 111 \a• 
fore , .. tJae writ - ian booa ao oa ~11 ••liJoet. 

I • aoallq liP, ltettlal .. a OOP7 of ~~ letter. 

llaeereq, 
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Dulac tlao lao roar I ban 411 aat anaral 
tl•a with Aalla11a r Jlarrlaa a plu oil •• 111 tlao 
troaa-r.r haTo baoa fo...tatlac for o p,ohoaa1TO ala 
to luda brlq ho rooonatnotloa p r~a. Wo are 
Mt tlllDlllC of 80P l.oa4•Loaeo OP ON Of Ptllof 
~t rather of u arr ... at that wll Tl 4oflalto J?t? 
aaa lone raago beaeflte t he Ua1te4 F. tee~ ~ ~ 

Aabaaaalor Barrt.aa haa eapreaaea ~at lateroat ~ 
... woua llko to ... the flu U'fUO... I v.aaarot ... 
fHil h1a tbet tho lutlau aro roluotut to tab tho 
laltlatlT•• bat woul4 wtlo ... 01lP preaoatlac a ooa· 
at.-ot1To pro~ 

lou wlll t oeall tbet at Quoboo Kr. Chuohlll 

( 
, thowofl G'ftrJ O'fidtDOI that h11 reatllt WOPI'J -· the 

porlo4 1mo4lataq followlq y:. Dq. le han now 
workoa out a Pb&ee a Loa4•Loaae procraa wlth tho 

() 

Brltlah after two .oatllo of TOPJ hara work. 

I aa oon'finoea that 1t we were to c011o fonar4 
aow aaa proaeat to the luaolaaa a concrete plaa to a14 
the• 1n the reoonatruotloa por1o4 lt woul4 coatrl~te 
a creat 4oal towaraa lroalng out aaQJ of tho 41ffl.-l· 
tloa wt haTo beoa haYlAC with roapoot to tbelr probl ... 
ua pollcloo. 

J bopo 1 0U will &ho 1111 an orportualtJ tO lq M• 
foro JM tu wrk wo b'fo 'booa lo 111 oa tlala ••liJeot. 

I a .... 1., •· ltott1alu a OOP7 of ~~ letter. 

llaeoroq. 
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Dvlq the laa TeiP 1 hue ate ' tl•• wltll .ta'b&a I' Jlapplaa a plu ell •• la the 
!l'ea181'7 haTe heea to...alatlac tor o eheaelTI all 
te luda bl'lq hi I'OtOIIIt ... OtlOil p I' 04o W. aro 
aot tlllulac ot 110r Ln4-1Aaee or Ollll ot rellet 
lNt nther of aa al'l' at that wll • n 4etla.lte llfl 
aaa loq raage benetlh t he Ualte4 ~ . tee~ ~ C:V 

Aabaaaaior B&rrt.aa Aal eapree1el ~at latereat ~ 
ui woill like te '" the flaa abaaoei. 1 u4erotul 
r .... lli that the ........ are reluotaat to tab the 
laltlatlTe, bit W01ll4 .. 1, ... 01ll' preeeatlDc a ooa• 
atNotln proCNL 

lou will reaall that at Qllellee llJo. CAuohlll 
lhOWid ITII'J tTideDOt that hi1 reateat wori'T ... the 
period lmalla\aq followlq l- Dq. le han aow 
worked out a ~•• a IADI·t.••• procraa wlth the 
Brltllh attar two .aatlla of Tei'J hari work. 

I ua oon'rlaoa4 that 1 f we wtre to ooae fonari 
aow an4 preeeat to tht luaalana a ooaorote plaa te all 
thea l n the raoonatnotlon ~rio4 it woul4 ooatrlwta 
a creat bal towarb ll'oa.lng Ollt IIIJil of the aJ.ftlnl• 
tlea .. AaYt beea ha•lac with reapeet to tllalr pro\1 ... 
... pellcl ... 

i hope TOll wlll cl•• .. an orportuaitT t• Ill \t­
f•r• T .. t.u Wl'k • bn be• ao 111 •• ~11 ••l~Jeet. 

1 • aea4lq llr. lttttlalu a OOPT of tllla letter. 

llaearaq, 
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DHAPT 

~ dear wr . President : 

On several occasions during the past year , I have 

discussed with Ambassador .tlarriman a plan which we have 

been formulating in the Treasury for post- war reconst ruc­

t ion in Russia . 

Ambassador Harriman has expressed grea~ interest 

in this proposal . He has told me that he has never 

really been able to get the Russians to tell them just 

what they had in mind because the United States has 

never put forth a real post-war proposal to them. 

At Quebec , Mr . Churchill showed every evidence 

that his great est worry was the period immediat ely 

following V-E Day and you and he started the machinery 
out 

in motion to wor~/a plan for a loan which was fina l ly 

consummated after two months very hard work. 

From bits of informat ion which I pick up here 

and there and from the discussions that I have had 

wi th Ambassador Harriman, I am convinced that a great 

many ot the diffi culties which we have been having 
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vis-a-vis Russia during the past year have sprung 

from the fact that we have not advanced a plan for 

the reconst ruction of Russia and I hope that you 

will give me an opportunity to present to you the 

work which we have been doing here in the Treasury 

over a period of a year on this subject . 

I am furnishing Mr . Stettinius with a copy of 

this letter for his consideration . 

The President, 

The White liouse . 

Yours sincerely, 
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Dear Ed : 

1 aa aending 1ou berewit~ a 

cop~ ot a letter which .1. ~tnt to 

the r reaioaot tAla tYtniag. 

loura aiacertl)', 

(IS..CJ lfen"7 

uonorable l:.d•rd l\. -> tetUniu•, Jr. 
S.cretarj ot !)tate, 
halhin~ton, v . c. 
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~ aear Mr. treaident1 

During tb.e laet )tar 1 ban diacuned aeveral 
timea with Ambaeaador ~rrlman a plan whioh we in the 
Treuur1 ban b11n formulating for c0111prehenlin aid 
to hueeia durin6 her reconetruction ~eriod . t e are 
not thinking of more Lend-~•••• or aJll form of relit! 
but rather of an arrangement that will have defini te 
and long rtQ6t benefite f or the unitea ~tatea aa ••ll 
aa for Alaaia. 

Ambaaaador ~rrLaan All expreased gr eat i ntereat 
and would like to aee t he ~lan advancea . I underatand 
from bLa luat t ne huaaiana are reluctant t o take t he 
ini tiative, but would wel come our presenting a con­
atructive program. 

lou will recall that at ~ue bec ~ . ~hurohlll 
ehowed every evidence that hla greatest worry ue the 
period ~ediately following ~ -1 D•i· ~e have now 
worked out a Phase 2 Lend-Lease ~robram with t he 
british af ter two mont hs of ver) hard work. 

l &Q convinced that if e were t o ca.e forward 
now ana present to tue nuaaiana a concrete plan to a id 
the i n t he reconstruction period it would contri bute 
a great deal toward• i r oning out m&Dj of t he difficul­
tiee we have been having with reapect to their problema 
and polioiea . 

lt a financial pl an of thil nature intereata you 
at thia tLne, 1 would a¥preoiate an early opportunity 
to diaouea it ~ith you and Mr. ~tettiniua . 

I aa aending Mr. ~tettiniue a oo~y ot thia letter. 

::,inoerely, 

1he Preaident 

!he iAite AOuae. 

(~) H. More-nlheu, Jr. 

;..~ ~ s s- ~ r l"rv>~ f' w-V--r 
4; o.c ~ 
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THE SECRETARY OF' STATE 

WASHI NGTON 

January 2, 1945 

Dear HeiU7, 

Thank 70u very much for sending to 
ae with 70ur note of the let a copy of 
;your memorandum of the aame date to the 
President relative to plana for financial 
aid to the Soviet Union during her recon­
struction period. I will look into the 
lllllt ter and be glad to discuss 1 t with the 
President and ;you at an;y time . 

With beat wishes , 

Sincerel7 ;yours, 

The Honorable 
HeiU7 llorgenthau, Jr , 

Secretary of the Treasury 
Washington, D. c. 

... 
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Janney 1, 1~ 

WJ dear Ur, Canfield: 

I wish t o aoknowledge reoeipt of your 

letter of Deoember 29th. I am looking forward 

to having a further diaouaaion with you next 

Friday~ 

Wishing you a Happy New Year, 

Sinoerely yours, 

Ur. Call Canfield, 
Harper Brotbara, 
49 laat SSri Street, 
lew York, ... York. 

P.S.: I will be delighted to han you brine 
Mr. Pi1oher with 7ou on Friday. 
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BA..Jt?ll& 1:1 B R OT H IS & 8 

!J>..MJ. .. 
N'SW YOM-K .a..wo l.<ONDON 

40.Awt'ttU•Wl'M.It"T 

)r'ftW "YOa& .... " ' T , 

December 29, 1944 

Dear Mr. Secretary, 

Yesterday I had a very good tAlk with 
r.tr. White, DuBois ard Luckman. From the Harper 
office there were present one of our editors, John 
Fisoher, and Marguerit e Hoyle, lll1 assistant editor. 
I think that in the course of that oonferenoe and 
subsequent ones with DuBois and Luckman we developed 
a nwaber of useful ideas about the book. 

I would like to confirm what I said to 
:rou laet week, that this fU. 18 much interested 
in the book and believes in i t s import&nee and 
its possibilities. Furthermore, we are entirely 
willing t o bear the cost, under any circumstances, 
of setting and lll8king plates rendy for the printer. 

I understand that I am to see you again 
next Frid&y, and look forward to the occasion. It 
hope :rou will approve wq bringing llr. Fischer to 
the meeting. He is a very able ed1tor1Al person 
&nd men I 8ll away, as I expect will be necessary ' 
f or & while, he will be well qualified to advise 7011 
and act t or the firm. 

Sincerely yours , 

G~ G~ 
The Honorable Henry llorgenthau, Jr • ..- I 
Secretary of the Treasur,r 
Treaeury Depert.ent 
Pennqlvania Avenue & 15th Street, II .W. 
lr&ehington, D.C. 

Case Con.Cield .. R 

- "------~------------~----
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I noted with intereit the .. terial which you forwarded 
to me on Deeember 23, reiati~ag to the prennt1on of scientif1o 
re11arch in Gel'llllln1 aftel' the wu. 

I t il our t ooUn& t hd &D)' procr~~a whioh s tl•ikes at the 
heart of Gorra~'• nr-maldng power - 1~ ohoz:lical, ll10tallurg­
i o&l and electr ict.l ~nduetriee - tllUit comprehend one of the 
baeie elements of theee i ndustriea, t hei r reaearoh labor atoriee . 
and related r eaearcb aotiTi ties wherever they may be conducted. 
In tbia connection, I ~ at taching for your informAtion a oopy 
of an Intelli gence ~port by G-2, Economic Seet1on, S!IAB:r, 
regarding plana ot German indUitr ialiata for poGt-war operati ona . 
I call your a.ttention particularly to paro.eraph S, rell.ting to 
~he eatabliahmsnt of research fao i litiee . 

Of courae it le oonoelvable that reaearoh in non­
lnduatrial tieide (auoh aa atrio•1ltural reaearoh or medical 
reaearoh) could be uaed tor the dnelopMnt ot powertul 
mllit&ry woapona, aay of a bacteriological or ohemioal nature. 

Poaaibilitiea auoh aa these serve to highlight to me 
the fact t hat it i a i~oasible t o deYiae a pr ograa tor GerQ&nJ 
today which will fuarant .. poaoe in t he yoara t o oou. \'/e 
cannot expoot to 1n4 a panacea. There are certain minimum 
atepa whloh we 11111t take now. Dnelop:unta in the next tin 
or ten yeara rM:f require that we take additional atepa at 
that t~e. So l ong &I the Gorll&n people retain the will to 
wage war, we 11111t be ner Ti&lla.nt t o 101 t o it that tU, do 
not obtain tho aenna t o oxeroiae \hie will. 

At taobMDt. 

• 
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lnelo•ur• lo. 1 t o delpatch lo. 19,489 of 
loT. 27, 1944, !roa the Emb&IIJ at London, 
England . 

S E C R E ! 

SUPRil£ JIE.lDQ.UA.RTERS 
AlliED EXPEDITIOIURT FORCE 

Office of As•i atant Chief of Stat!, G-2 

7 Nonmber 1944 

INTELLIGENCE REPORT NO. EW-Pa 128 

SUB JECT: Plana of German incluatriallata t o engage in underground 
activity after Germany ' s defeat; flow of capital to 
neutral countries . · 

SOURCE: Agent of French Deuxi eme Bureau, recommended by 
Commandant Zindel. Thla agent ia regarded aa reliable 
and has worked for the French on German problema 1inee 
1916. He waa i n cloae contact with the German• , rr­
tieularly induatrialilta, during the occupation o 
France and he visited Germany as late aa iugu1t, 1944. 

1. i meeting of the principal German induatriali1t1 with 
int ereata in France wa1 hel d on August 10, 1944, in the Hotel 
Rotea Bau• in Straabourg, Franca , and att ended by the informant 
indicated aboTe aa the 1ource , Among thoae present were the t oll 

Dr. Scheid, who preaided, holding the rank of S.S. 
Obergruppantuhrer and Di rector of the Heeho (Heraa­
dortf & Schonburg ) CollpaDJ 

Dr. bapar, repreaentinc lrupp 
Dr. Tolle, repre•entinc Roehling 
Dr. Sinderen, repreaenting Mea•erachaitt 
Dra. Iopp, Vier and Beerwanger, repreaenting Rheinmetall 
Captain Haberkorn and Dr. Ruh1, re preaentl.ng Buninc 
Dra. Ellenaarer and Iardoa, reprelinting Vollcewagenwerk 
Engineer• Dro1e, Tanohow and Ioppehen, repr•••nting 

varioUI factorial in Poaen, Poland (Dro1e, Tanohow and Co., 
Brown-BoTeri , Herkuleawerlce, Buachwerlce, and Stadtwerkl) 

Captain Dornbu1ch, head of the Incluatrial Inapection Section 
at Poun 

Dr. lllrer, an official of the Gel'IU.II. laval M.iniatJ7 in Paril 
Dr. stro11D1r, of the M.inilt17 of U...nt, Paril. 

2. Dr. Scheid 1tated that all l ndUitrial .aterial in France waa 
to be evacuated to Ge~~ ~diatelJ. !he batt le of France ... 
f or Ger.LDT and now the de!enae of the Siegfried LiDe waa the .ain 

probl ... 
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From now on dso German indust17 auat realize that the war cannot 
be won and that it must take steps in preparation for a post-war 
comarcial cllllpaign. Each induatrialht 1m1at ulce contacta and 
alllancu with foreign tiraa, but thil JDUt be dona indhidualll' 
aM without attract!~ &JlT suspicion. )i:)l'eO'flr, the gr ound would 
h&Ye to be l aid on tha financial leYal for borrow!.~ considerable 
auu !rca foreign countriu attar the war. ia examples of the kind 
of penetration which had been moat usefUl in the paat, Dr. Scheid 
cited the !act that patents for atainleas steel belonged to the 
Cheaical Foundation, Inc., New York and the Irupp Company o! 
Germaur jointly and that the U.S. sleel Corporation, Carnegie Ill., 
Amlrican Steel and Wire, and National Tube, etc. were thereby under 
an obligation to work with the Irupp concern. He also cited the 
Zelia CompanJ, the Leica Compaey and the Baaburg-Alllll"ioan Una aa 
firaa which had been eapeciall7 effectiYe in protecting German 
interuta abroad and gan their lew !•l'k addruau to the In~luatrj,al-~ 
lata at thla meeting. 

S. Following thia meetiDg a ••ller one waa held pruidad onr 
by Dr. Boase ot the Garan .ll'lllaiHnta Klniatey and attended only 
rapresentatiYes o! Hacho, Irupp and Roehli.ng. At this second me 
it waa atated that the Baal Party had informed the induatrialiata 
that the war waa practicall7 loat but that it would continua until 
a guarantee of the unity of Germ&DT could be obtained. German in­
dustrialists muet, it waa aald, through their exports increase t he 
atra~th of Garmanr. T~tr must alao prepare thamaalYea to finance 
the M&si Party which wo be forced to go underground aa Waquia 
(in GabirgaYerteidigungaatallengahen). From now on the eovernmant 
would aUocate large auaa to i nduatrialiata eo that each could 
establish a secure poat-war foundation in foreign countriu. Ex­
i sting financial reaarYaa in foreign countr ies auat be placed at 
the diapoaal of the Puty so that a strong Geran lapira can be 
created after the defeat. It ia also immediately required that 
the large factories i.n Gara&DT create small teChnical o!!icea or 
research bureaus which would be absolutely inaepandent and haYa no 
known connection with the tactoey. Thua bureaus will raoain plana 
and drawl~• of naw weapons aa well as docuaanta which tha7 need to 
continue their research and which must not be allowed to fall into 
the banda ot tha eneiiJ. Thea a offices ue to be utabllahacl ,in 
large citiaa where they can be moat succeaafull7 hidden aa Will aa 
in little Yllltgea naar aourcu o! h7iro-elactric power where thq 
can r.etiJli to be atuaylng the clnalo~nt o! uter raaourcu. '1'ha 
nia enoe ot these 1a t o be known onl7 b7 Te17 few people in euh 
induat17 ana by chief a o! the lui Party. !t.oh office will han .. 
liaison agent with the Party. .la aoon aa th8 Party beco•• strong 
enough to ra-astabliah ita oontrol OYer Ge~ the induatrialiata 
will be paicl tor their ettortaand cooperation 'by coDDeaalona aDil 
orders. 
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'· These meetings seem to indicate that the prohibition 
against the export of capital which ... r igorously enforced un­
til now has been coapletelJ withdrawn and repl aced by a new JL&i 
policy whlreb.r industrialists with govern.ant as1istance will 
export as auoh of their capital a1 po11ibl e. PreviouslJ export• 
of capital b7 German indu1trialists to neutral countries had to 
be accomplished rather 1urreptitiously and by means of special 
influence. low the lazi party stand• behind the indu•trialis t • 
and urges thea to 1aTe th ... elves by getting funds out1ide 
GaMall1 and at the .... time to adnnce the Party 's plans for 
its post-war .,.rat ion. Thi• freedom given to the industr ialists 
further ce .. ntl t heir relatione with the Party by giving thea a 
mea1ure of protection. 

5. The German induatrialiets are not onlJ buying agr icultural 
propertr in Ger.ny but are placing their funds abroaa, particul.arlJ 
in newtral countries . Two main bank• through which this export of 
capital or.rate• are the Basler Randel1bank and the Schweiseriache 
Kreditlna alt of Zurich. Also there are a number of agencies in 
Switserland which for a five per cent commission buy property in 
Swiherl.and, usillg a Swiu cloalc. .;;: 

6. Attar the defeat of Germany the Nazi Party recognise• 
that certain of it • beet known l eaders will be condemned &I war 
criainalt . However, in cooperation with the Industrialiata i t 
ia arranging to place ita le11 conspicuoua but moat important 
~bera o! its re1earch and de1igning offices. 

For the A.c. of 3., G-2. 

WALTER Jr . SCHWINN 

G-2 , Economic Section 

Prepared by 

MELVIN ll. FAGEN 

Dl•tribution: 

Same u EW-Pa 1. 
u.s. Political Adviaer, SBliF 
Britiah Political Adviaer, SHAE1 
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THE WHITE HOUSE 

WASHINGT ON 

Decembe r 23, 1944 

Memorandum f or 'the Secretar y or the 
TrNISury 

Dea r Henry: 

~t. does your erootp 
t.ru.nl< or this pl.nn? 

E. R, 

1"1 

Regraded Unclassified
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CABlE TO .A.'m'.IC.All IEGATIOII, LISBON, FROM 1U.R REFOOEE BOAR!l. 

Please deliver following mueage to Joseph Schwartz, care or Robert 

Pi1pe1, from 11 • .l. Leavitt of AJDerican Jewish Joi nt Distribution COCNDittees 

QUOI'E .L"TER CAR&ruL CONSID!mATION YOUR BUOOETARY REQUES'l' FIRST 
QUAR'l'ER COIOO:TTEE FELT 1\'ECESSAJlY BUDGET ONLY FDlST TWO MONTHS 
SniCE O!IE MONTH WOULD NOT GIVE YOU SUFFICIENT LATITUDE AND THREE 
UO!rl'HS lfAS TOO WCH UNDER PRES&IIT CONDITIONS. COILMITTEE ESTil!ATED 
JW(Il.llJl,l INCOl.IE FOil 191.5 IJ $241 0001 000 •hl.ch very optimistic. ON 
THIS BASIS QUESTION AROSE 'IIHETHIR .lDVISABI.E BUOOET LAROE SUJ!S FDlST 
QUAR'l'ER 'liTH INEVITABLE IIECESSITY IW(E mASTIC REDUCTIONS LAl'ER IN 
YEAR. COI.GIITTER FELT THIS l!UST RE PRESE!m:D TO YOU FOR YOUR 
CONSIDERAl'ION. IF URGJ!:rfl'LY REQUDlED CO!a:ITTEE P!lEP.lRED TO APF!lOVE 
FOI..LamlG I TEllS !.totn'HLY IN THOUS.lN!lS FOR J.lNUARY FEBRUARY 1 
PalTUG.lL J?, SP.llll 80, TANGIBRS 1?, F!l.lNCE 250 PLtl8 ONETD!B OR.lNT 
C<JISISI'OIRE 100, BELGIUW 50 PIJJS QIETIL!E G1WIT 200, CIRKI!CE ?5, 
LIBI!R.lTBD IT.lLI JO, NCRTII AFRIC.l 15, S'i'IEDEll 1 PLUS IIACI!SCI!.lRJJ! FDlST 
l'..llJ' J l/2, LIBERATED POJ»D 150, TURJ<EI 10, ElliORIJI OII 50, TlmOUGH 
SlfiTZERW<D O:JE THOUSAND, NON-LIBER.lTKD POLAND 100, PARCELS SERVICE 
TEHER.lN 50, IN .lDDITIOll !JA.CNI!S JaK!NG COUl.!ITl!ENTS JOO FCR SROF.S 
OTHER SUPPLIES PURCHASEABLE PALESTIIIE ll.lKINO TOrAL TWO l!ONTHS 
$4, ?43, 500 WHICH INCLUDES FOI.LCMINO UONTHLY G!Wl!S. SOUTH A!Ar..lliC.l 
40, CULTUP.AL JO, AllllNISTRATION 60, WISCELLANEOUS 25. l'IE REALIZE 
IIANY E!.!ERGENCY SITUATIOiiS WILL NECESS:r.TATE EJITRA.OilDINARY O~'ETM 
GRANTS Fat WHICH NO .FROVISION I ll ADOVE BUDGET . 1'1E WST THEREF<J!E 
LEAVE YOUR JUllGMENT WH.l'1' REDUCTIONS P<llSIBLE IN ABOVE l!ONTHLY .U!OUNTS 
Fat JANUARY FEBRUARY ClUlEil .FROVIDE Fat SUCH ElmlGENCY SITUATIONS FDlST 
T'fTO l!QITI'.S. ALSO PLEASE CABlE SOONEST WHAT REDUCTIONS YOU CAN !AA.KE 
.lF'l'ER FEB?.UARY IN ClRilm BRING US li'ITHIN It!Ca.!E POSSil!J:LITIES FCR 1945. 
JIB HOPE PARTICIPATI ON OF COUNT!llES LIKE ENGLAND SOUTH AFRICA Soont 
.li!E!UCA AUS'l'R.U.U WILL BE IIUCH IIORE SUBST.lllTIAL IN 1945 TO SUPPLEJ,£1!1' 
111!AT JDC CAN 00 MID RES$T IN WEETING MORE ~UATELI CUP. REQ1Jlll.El$1.'TS. 
UI:QUOTE 

TillS IS WRB LISBOII CABLE 110. 124. 

10 at.5 a. m. 
January 1 , 1945 
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ltl-8'15 
D1atr1bi&Uon of tatu. 
r.d1.n& Clllly by 1peo1al 
arrancawnt. (SIC!l&'!' II) 

3, January 1, 11 a . m. 

LOUISB PAr3!Jl. 

I1 e boo 

Dated January 1 , 1945 

~·d 11 ll . ... 

Would l1kll t.nnat er tuM. rem. t.ted in lla;y tOft' 

relief Spain t o ~an aooount . Nuaber thue retupee 

1nareuina con.t.aut.ly. I n greeter danpr than ewr . 

UO a.n, -, c hildren now on rel1ef. Ulcl1oal 

c1ot.IU.n& upalUI 1-yY. 
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COPr l'IO,_j_ 
OmL 1!9. 424 

Information received up to 10 a.m. lst January '45. 

1. l!All 
~R ~aters . Night 30/3lst. One of H.U. destroyers mined or 

torpedo west of Orkneys has nog reachod port . 

2 . MILITARY 
Wf$~ern Front . On Southern flank or Ardennes salient 

United S a es forces havo roached right bank ot Sauer River most of 
way botwoen I!:chternoch and Diekirch. F\lrthor woat strong enemy 
pressure being met in Bastogne sootor. 

Northern flank or salient situation relatively quiet and re­
grouping in progress. 

Further north sharp exchangeo took place north of Geilenk1r­
chon end north ot Tilburg. 

E&ste~n Fro~t. Russians oade further progress south of 
Lucenec andave c eared frontier from north west ot Budapest for 
100 miles to the oast . During fighting north wost or city, 51000 
prlaonors token . 

Buraa, Our forces now 19 miles northwest of Ye-O on River Wu, 
In Arakon one or our potrols reached Rothedoung, 

Ot~oee. Although opposition rocaina strong in western 
Piraeus t ero has bocn genoral docroaae in robel resistance in south 
east Athens. ELAS forces now disposed in two moin groups i n the 
north or t he city. One in districts or Avorof and Kipsoli north of 
Mount Likouittos and the other in Akodh1mia plotonos further west . 

In Western Greece evecuetion or roroes or Oenor<1l Zervos from 
Provezo 1a complete . 

3: Ail! 
Woftern Fro~t . Night 30/3lst. 1744 tons dropped Cologne 

(KBlk) ro lway con rc and 507 t ons Hourtol1ze; bombing through cloud 
but reported concentrated. 

Day 31st. 153 Lancasters (3 missing) dropped 741 tons on 
marshalling yords Vobwinkol (near Solingon) , Uosquitoes successfully 
attacked Gostepo H.Q. at Oslo . 1233 escorted u.s. heavy bocbers 
dropped totol of 3110 tons oil targets and aircrart factories north 
wost Germany and co~cations centres behind oro• of enemy count~r 
ottonsivo; good results on two oil torgots Hoaburg ond on aircraft 
roc tory Wozondorf . Otherwise results =inl.y unobserved . Bae=y· 
casualties 86:11:21 for loss 3 heavy bombers, 10 r1ghtors (5 believed 
sate). 

57R oircroft opOPntcd Northern section ot front 695 central 
section and 217 Son':hern section while turthar 237 provided fighter 
covor 1 19 cnol:l7 alrerofc dos~royod, 23 Allied outstanding • la rge 
nu111ber rood and ro!.l vo~1chs dostroyed or daoaged including 39 Al'V. 

18 Spitfire~ attacked rocket sitos Hoguo aroa. Coastal 
Ooii'ID'Ittnd nolii'axo• ntte.okod 4 Ahi.pa ot-t tho SICAw da.mAaina: ono of 
1
1
000 tons. Mos~uito~s set on flro 2 vo .. ols 2/3 1000 tons Flokke r_ore, 

Night 31/lst . 368 aircraft (4 Aissin&) dospatehedi· 166 Ostc:· 
t old ~rshr.ll1ng yal'd, 73 Borlln, 28 Oslo ( shipping), 10 otbor 
oper ations . 

U&dltorranoon Front. On 30th odvorso woothor restricted 
oporotions. 644 oircrnft attacked closo support ood eonounication 
torgets North Italy. 

ID!fuo:;a and Siao. !light 29/30th. 16 Liberators (2 missing) 
laid sea · nos Rangoon River and ott Bangkok, 

Day 30tb, 21 ~iborotors attackiLg Ta~p 
road destroyed 2 bridses , 150 miles North Woat ot Rangoon, 

4. HOQ SP.CQRITX 

IUght 31/lst. 6 rocket incidents reported . 
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HMJr: 

Opera tor: 

Hl~Jr: 

Robert 
Dough ton: 

Hl~Jr : 

D: 

HMJr: 

D: 

HMJr: 

D: 

HMJ r: 

D: 

HMJr: 

D: 

HMJr: 

D: 

1"'l 

January 2 , 1944 
10:45 a. m. 

!iello . 

Congre seman Dough ton. 

Hello . 'lello. 

All right , Henry. 

How are you? 

\~ell, fairly good, thank you. !!ow are you? 

I'm oretty good, 9ob. 

Well, you came through in flying colors on 
your Bond Drive and everything else and I 
congratulate you in the splendid work you've 
been doing and I apnreciate your fine coopera­
tion and I want to any .that I hope this New 
Year brings you every ~eeeing, including 
peace to the world, yourself, family and every­
body else. 

· ~/ell , that's mighty fine and I wish you the 
same .... 

Thank you, Henry. 

.... and the more of it . Now, Bob .... 

Yeah. 

.... you mo~ t likely saw Jimmy 3yrnes' statement. 

Yeah, I read the headlinee and r ead down part of 
1t ; didn't have time to read it all. I just got 
in this morning and I found my desk covered -- I 
didn't get in until up in the morni ng a little, 
and found my desk covered with important mail, 
but I read the headlines and read down some of 1t. 

Well , I Just wanted to let you know that we, over 
here in the Treasury, were not consulted on that 
part of t he message that has to do with taxes. 
See? 

Well, I didn't get to that. What did he eay? 
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Well, he ' s got quit~~ lot t~ say abou t taYes . 
<;as he? 

And I Just wo~ ted to let you .... 

. ... does that mean now that you-- you might not be i n full a ccord on that ~oint? 

\·:ell , I notice he sl'id e ~ th~ ';) r~s~ co~fer,.nce that he ' s not-- thet he ' s-- th~ t Pyrnes has also not con sul ted the Pr esident . 

Th~ t whet? 

I ' m ·uotlne f r om the ~rant ?~ue of the Post. 
Yeah . 

At a press conf er ence on the r aport Byrnes 
told r eporters t hat the Pr esident had no t 
eeen the r eport, " •t~hich r '!presents my own views and my r ecommendations to him.• ~at is Byr nes speak­ing, you s ee? 

Yes . 

ThP t ' s on th .. front ?sge of the Post . 

Well , now, wh t>n -- when will your vi e•~s be out? 
'·'all , the Presi dent il' goi 'le to .say som!'thing on taxes in a Budget ~leeeage, you see? 

On P thing tha t Byrn&s did say that I was in full 
accord with and want to talk to him abou t and congratulate him on and t ha t is cal li'lg theee h- r f ellows under draf t and putting them to work somewhere. They're just loafing around do•A'n home . 

Yeah. '·'ell , I agr ee w1 th him on thAt. 

It' s a j isgrace . And I ' ll tell you another thing, Ht>nry . 

Yeah. 
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A l o t or these - - I'm not t alki ng about you , tor 
I don 't know anything about it, and I guess it ' s 
all right, but a lot or these Departments here -­
and Bureaus -- are overstaffed with fellows wearing 
s uniform, jus t hanging around doing nothing . 

Well , that ' s no t true l n the Treasury . 

How's tha t? 

Tha t i s not true ... . 

Well, I've not -- haven 't any right to believe 
or even thi~~ it is in the Treasury , but I wne 
down here -- I've b"een down to several or them 
and the fac t is one secret ary admitted to me 
that the -- said t he executive deoar tmen t s are 
much be tter staffed than the legielativ~ . 

Yeah. 

\~ell .... ·• 
'.l'ell, I didn 't know that you mi ght r ead t his part 
about taxes .... . 

\1' ell , I 111 certainly r ead that today •... 

and •... 

Just as soon as I can. 

Because we've got 

Does he t alk like he wants t ax legislation now? 

Well, he -- you ' d better read it -- but there are 
a number of things i n t her e and evidently he did 
not consult the President a nd he certainly di dn't 
consult us. 

Yeah. 

And I - - because I didn't want you to get the 
feeli ng that after the tine work we've been doing 
with the Joint Committee, you see? -- that we~d 
sort of Jumped the gun on you. 

Well , I won't t hink that. Well , I-- 1f I thought 
that, you'd be the first one I'd take it up with. 
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Well , I just wanted you to know. 

Yes . Well , I ' m sorry if he's thrown anything in it 
that will embarrass any of us abou t it , bu t I -- I 
just i magi ned when I read -- saw he had ma de a state­
ment that he wouldn ' t have lesued it without submit­
ting it to the Chief. 

Well , evidently he dld not. He says he dld not. 

Uh huh. '.~ell , I may want to make some comment on 
it when I see it. I don ' t know. 

Well , I 

Somebody called me a whil e ago to know what ~ thought 
of his statement and I told him that I had jus t r ead 
the headlines, as usual , and I was i n accord With 
what Byrnes did - - I had gr eat respect and oonfi­
dence for him bu t I hadn't r ead all o f his statemen t . 

Yeah. 

Somebody cal led - - newspaper call ed me a while ago • .. . 

Yeah. 

. ... about i t. 

Well, I jue t wanted to be sure that you and I were 
s traight. 

Well, we're strai~t end we' ll be straight and 1f 
anything cook s, I 11 call you first . 

Thank you . 

And you do me the same, and I want to see you 
some time , too . 

That I do , also. 

Thank you, Henr y. 

Bye. 

Thank you for calling. Good bye . 
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10: 51 a . m. 

How are you? 

Fine. I sent you a message throush Jones yesterday 
and I don ' t know whether he had tim~ to give it to 
you . 

~o, I haven't seen him yet. 

Well, the message was: I ap~reciated the full 
cooperation that we were g~tt1ng f r om you end 
your Bur eau on the Message , and t hat I thought 
t hat it would be ver y helpful. And t hen this 
morning - - the r eason I ' m calling you-- I picked 
up this newspaper and fo r the f irst t i me I saw 
this -- that Byr nes went out on the end end had 
lo t s to say about t a xes and bonds and fiscal 
matters and I was not consulted. 

'leah. 

And I wonder ed if you saw it in advance. 

No . No , I d1dn 1 t know a thing about it. I was 
aski ng the boys here in the off i ce thi e morni ng 
t he same ques tion you ' l'P asking me. We -- I find 
that on some of their f i gur es - - I think i t i nvol ve s 
Lease-Lend - - t hat they wer e wrong and I don 't know 
whe t her they got them corrected or not. 

Well the amazing thing is because - - I think 
what ' s-hie-name-- Jones was over here about six 
hour s yester day. 

Yea h. 

And we went over ver y , ver y car ef ully anythi ng 
which we f elt wee of int er est t o us. 

Yes. 

Particularly t he tax oart. 

Yes. 

An~ we d ecided we'd out it r ight down to. a 
mi nimum. 

That ' e r ight. 
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And as a ma t ter o f fact, I said t o Jones, "'Hha t 
about this acoel~erated deor eciatlon?• So he 
said, ·~I ell , we dbn' t like it over t her e i n the 
Budget. • 

Tha t' e rle;ht. 

11 1•/e don ' t wo.nt to say anything about it ." Well , 
Byr nes has got about ftve hundred words on that. 

Yeah . 

I ' m Just using tha t a s an example. 

llo , Jones - - '"~eldon Jones , here, or any of the 
other boys that I know of are - - are against the 
idea and I thi~ your s taff oeoole ag ree with 
t hem on that . ... 

Yeah. 

. . .. and we a:ree wi th t hem. 

But I' m Just using th11t as an examole . 

Y"ah . 

I don ' t s ee how -- I mean, I don ' t see how t he 
Administrati on can function if one per son is going 
to go out in advance of the ? r esident ' s Budget 
Message 

Yeah. 

. • . . and make •• .• 

or course , I think the se t-up is wrong. I have no 
hesi t ancy in saying so because I think that the 
law gives - - I always f eel I' m worki ng for the 
Presi dent , but here ' s a law giving Byr nes power 
independent of the Pr esident, doesn ' t it? I--
we sent around even on r eports, you see, recently 
at the r equest of the Pr esident, a bulletin which 
said that any a nnual r eports recommending legisla­
tion should be p roperly cleared as all other reports 
a r e clea red 

Yeah. 

and here ' s one that so far as I know there ' s 
been no clearance on . 
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Well, after all Mr. 3yrnes ~old . . .. 

I don't know, you see, he may have talked to the 
Pr esident about these things. 

Well , not according to the press. On the front 
oage or the Post hA said that the Pr eRident had 
not seen the rf!port "which r epresents my own views 
and r ecommenda tiona to him". 

\~ell, if we all did that , 1 t would be a nice mess, 
wouldn ' t 1 t? 

Yeah. Well , I --I'~ in ~ ?rocess of writing 
him a letter -- the President -- on this thing. 

Yeah. 

Because I can't function that way . Either he holds 
me responslbl~ or he doesn't. 

Yeah. 

Because we've been getting alonG beautifully with 
Congress with the J~nt Committee on Tax Legisla­
tion , and this just cute r ight acr oss us. 

Yeah. 

'.\'ell .... 

·.'I ell , we didn 't know anything a'tou t it. 

'~ell , I di dn't either. Thank you. 

All right. 

• 
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Hell o. 

Senator Geor ge . 

Hel l o. 

Hello , Henry . How are you , sir? 

January 2, 1944 
10: 59 a.m. 

Fine. A very hapoy New Year t o you , Walter. 

Thank you , si r, thank you . Same to you. 

I hope that t his will be better for all of us . 

I hope so , Henry. I certainly hope so . 

It couldn 't have been wor se. 

What did you say? 

Last year could not have been ~~orse . 

No, this year is-- i t isn ' t s t arting eo good 
right now bu t somehow or another I hope that 
as 1 t grows worse it may speedily come - - tu rn 
be t ter . 

Well, I hope you 're right. 

Yes. 

Walter, the reason I'm calling you is this: as 
you know, we've gotten along splendidly all summer 
and fall wi th the Joint Commi t t ee on Tax Legisla­
tion. 

Yea . 

I think tha t we had the beat - - we feel the best 
cooperation on both sides we've ever had. 

Well, th~t ' s good. 

Then thie morni ng Jimmy Byrnes comes out wi th this 
s tatement making recommendations on taxes. Hello? 

Yes. 

• 
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And I Jus t wanted you t o know t ha t I was no t 
consulted and had not s~en i t i n advance. 

Well, I didn ' t think eo . Now, of cour se , there 
have been cert a i n of the -- certain of the Aircraf t 
people a nd o ther s have been pr essing me along t he 
same -- part of the same lines . ThPy want to get 
t he ten percen t wi th re serves t hat ' s been held up 
and make l t i mmedia t ely appl i cable . 

Y~ah. 

And some other things , bu t I ' m surpri sed tha t 
Jimmy woul d say anything about it . The fir s t of 
t ha t statement is all right-- that ther e can ' t 
be any general r evision until t he wa r ge ts over. 

Yeah. 

And if he'd stand on that I think it would be much 
be tter. 

Wel l , he made a l o t of defi nite r ecommendations. 
Of course, in hi s s tatement he said he didn't 
submit it to t he Pr~sid ent in advance. 

And he certai nly didn 't submit it to me. 

Yee. 

Bu t I wan t you to know, and I jus t t alked t o 3ob 
Daughton - - as fa r as I am concer ned befor e I make 
any r ecommendations on taxes , I ' m goi ng to si t down 
with the Joint Committee on Taxation. 

Tha t' s fine a nd I think that ' s the attitude we should 
all have, Henry, this year. 

And I thought that we had made more progress during 
the fall than we ever had. 

IJh huh. 

And I wanted you to know that what Byr nes said 
evi dently doesn ' t in any way commit the Pr esident 
or me. Now, as a matter of fact, f or your own 
orivate ear, we spent mos t of yesterday with the 
Bureau of the Budget on t~e tax part in the 
Presi dent's message • .. . 
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with the re eul t that 1 t really says no thing. 

I see. 

And I was under the lmoression that the ?resident ' s 
Budget Message took prec edence over everything else .. 

\1ell , it does. 

And • . .. 

It does . 

• . . . we had six hours yesterday. \'ie 1 re in complete 
agreement with the Bureau of the Budget. 

Yes . 

And with the r esult it Ju st says that -- t>'ell , 
they're in favor of minor change s. Now that's 
Just for you. 

Yes. 

Which says nothing , you see? 

I see. 

And then the next -- then I ~ick up the pa~er in 
t he ~ornlng and ou t come these reco~mendations. 

Yes, I saw that. 

So •••• 

Well, I -- I thought that I could see what that 
meant - - some of t hem would have to be very care­
ful -- all of them would have to be very carefully 
t hought through before we could start in that much 
revision because once they start in that deep , we ' d 
be over whel med with demands, you know, from all 
sides . 

Well, I ' m repeating myself , before I make any move s 
of any kind on the tax f ront, I wi l l ask for a 
chance to sit down with you and Bob . 

All right, Henry. You'll have i t. All right. 

• 
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Thank you. 

All right. Thank you . 
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Hello . 

Mr. Secre tary . 

Speaking. 

January 2 , 1945 
11 :13 a . m. 

I ' ve jue t checked and find that that nomina tion 
is all si gned and i t' s j ust going up when the 
President says it's okay to go. 

\~ell ... . 

I imagine that means as eoo~ as the Congress is 
in session and what no t. 

2"4 

'llell, i f you'll l ook up his memorandum to me , he 
said it would go up on the first day, as I under­
stand it. 

Yes, I saw that. 

\~ell , now, do you have •. . . 

Well, I - - Mr. Hopkins over here sai d somPth1ng 
about he thinks i t usually-- they usually wait 
until after the Pr esi den t' s message to Congr ess 
has gone over or something like that . 

Which 14r. Hopkins? 

Mr. Latt a ' s assistant . 

Oh. Well , I think that Gr ace Just f elt that Mr . 
Latt a or somebody , or she would just say-- I 
know the President has ln mind sending up some 
other names-- Senator from I owa ... . 

Uh huh. 

.... and why Grace -- I don 't know why she has 
any doubt, but there is some doubt, so let's clear 
it up and get the President to say, 11 \ofell, we will 
send it up with t his Senator Gillette-- that ' s the 
one. 

'.1ell , this one , I know, is all ready to go. 

Yea. 
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I think one word 1n 1t has to be changed or 
eomethlng like that. 

One wor d? 

Yea. 

Well , I mean, do you need a green light from the 
President. 

Oh, no. ~o . it's all ready and waiting. 

Oh. You don ' t-- I mean , it ' s all r eady-- it ' s 
all ready to go. 

It ' s all ready to go and the Pr esident has si gned 
it. As soon as he gives ~~o rd to Mr. Lat ta t o let 
it go , which means orobably in the next day or two, 
it w111 go up. 

I ' m a l i t t le dull, maybe , because I don 't understand. 
The President has signed something? 

Yes , he sig ned the nomination. 

Oh , he has? 

Uh huh. 

Well , I didn ' t know that. Then the only thing is 
Just .... 

Ia what day that i t ' s going, you see? 

Fine. 

Tha t' s the only t hing. 

Fin e. Now, I under s tand . 

All right, eir. 

Ever eo much obliged. 

You're welcome. 
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January 2 , 19~ 5 
12: 20 o . m. 

Operator: There you are , sir. 

White House 
Ooerator: Judge Rosenman is coming on i n just a momen t. 

Samuel I. 
Rosenman : Hello. 

HHJr: !'!ello , Sam. 

R: ~ee , Henry. 

HMJ r: How are you? 

R: 
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All right . How' e Ellie? 

She's better, thank you . 

Good. Are you f eeli ng all right? 

I ' m all right . Sam, I wan t to ask you whether 
you would ca re to advise me or not on a l et ter 
which we have i n pr eparation to the President 
in view of the Byrnes s tatement today. 

Sure. 

You would be? 

Sure. 

Well, then I'll tell you what I' d like to do -­
what time after lun~h could you r eceive a 
delegation? 

(Laughs) 

Well, I mean , there will be a couple of the men -­
there would be •... 

A •••• 

.... Bell and Gas ton and maybe Luxford and 
DuBois. They're all working •• • . 

Do you mean i n actually getting it up? 
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Well , the letter is in draf t form now. 

Uh huh. 

And I ' d just like to have your advice on it. 
But it has been drafted. Or would you r a ther 
just see -- well , you tell me how you'd like 
to -- the reason I 1 ;n -- I 1 d come -:1y self 'bu t 
I'm going up to Balti more to ~eet my fa ther . 

How is he? 

He ' s all right . He ' s goins to go down -- he ' s 
going through to the South and I want to ride 
with him from Baltimore to Washington. 

Tha t's nice. 

And I' m going to l rave at a little after 
half past t;;!!l ve to go uo to :neet him. 

Well , now, Henry 

Otherwise, I ' d do it myself. 

... . j ust a s I' m sit ting here talking to you 
I'm beginnin~ to reel a little embarrassed 
about it . I 11 tell you why: I' m going to 
send over to you as soon as 1t ' s typed, the 
draf t of the annual message . 

Yes. 

Most of it you're no t interested ln . Some of it 
you ' re very much interes ted in. 

Yes . 

And a t the President ' s direction I've been tal ki ng 
w1 t h Jimtt~y about some of his things -- and outting 
some or the things ln . 

Yeah. 

I would r ather talk wi t h 
than about that letter. 
I mean? 

you about the message 
Do you understand what 

I get you . I get you· -- at least I think I do . 
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Yes , I mean, I think it might be embarrasei~g 
if I was just talki ng with you alone .. . . 

Yes. 

I think it would be embarrassing fo r me talking 
t o these fellows and then talking with Jimmy 
and 1 t .. .. 

Well, I just didn ' t know. 

I would rather - - I would r ather t alk with you 
about the message ~nd leave me out of the letter . 

All right . 

I would urefer it, because : think 1 t might get 
back to him and i t -- i t would be misconstrued 
I know. 

"\'ell , l e t me -- are you alone now? 

Yeah. 

\•lel l, l et me Jus t take a minute now. 

All right. 

The ooint that I ' m making i n ~~is letter is that -­
that we should hsve been consulted on matter s t hat 
have to do with t axes and f iscal mat t er s . 

:vell , when I re~d thP re"Oor t , I assumed thll t you 
would be disturbed by it . He -- I t alked to him 
about t hat this morning. 

Ye s . 

Not about your being disturbed by it, bu t when we 
were talking about wha t ought to go in the message 
a bou t taxes , I -- I said, of course, I ' m going to -­
we're going t o send t hi s over to the Treasury . 

Yeah. 

And be sa id, "Wel l , of cours e, that' s right." 
l!e said, •r tri ed to make it clear i n my r enort." 

Yea. 
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He says , "I ouo ted fro~ the language o f the 
Con~ress to indicate that no sen£ible recom~en­
dations could be made carrying out the ord•r of 
Congress ; na~ely , to advise as to the best mean s 
of r econversion and so for t h; that no sensi ble 
recom~onda tions could be made com?lyins with thAt 
di r ection which dl~n 't cover taxes and fiscal 
oolicy. And the s t a t ute says that t~e Dir~ctor 
of War Mobilization and Reconversion should gi ve 
to the Congress and to t~e Pr esiden t his recommen­
dations. And those a r e my r ecommendations and 
nobody else ' s . They ' r e not the President' e unless 
he adopts them. " 

\~ell , that doesn't kee;> him from doing what the 
3ureau of the Budget does or the President of the 
United States does-- to consult with us. 

Yes . 

I mean t~e Pr!sident has never said any thing 
up on t he Hill on taxes without consulting . ... 

No. 

I mean, be isn ' t above the President. 

l.ofell , he .. •. 

Or is he? 

(Laughs) SornP times when you r ead some of the 
things , you ' re not sure . 

No , I mean , after all, there's no reason why in 
on a Cabinet level that he should go ahead -- aft or 
all he is subject to the Pr esiden t' s aooointment , 
no rna tter .•.. 

You ' re right in this r egard completely that once 
he sends r ecommendations uo , that even though they 
a r e his recommendati ons , that he ought to make an 
effort to see that eo f ar as taxes are concerned 
that insofar as possible they're consistent with 
Treasury policy, and i f ther e ' s any disput e , maybe 
there ought t o be some mee t ing with the Pr~siden t 
to iron it out. But he takes ~~e position that 
this i s a statu tory duty that -- t hat he sends 
r ec ommendations not only to the Congr ess but to 
the ? r esident. It' • a strange statute, you know. 
It's t~~ da~ndeet s tatute-- i t provides that 

• 
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every four months -- three ~onths -- he should 
se~d a re~ort not only to the Cor.gress but to 
the ?r esident . 

Yes , but Just as a ~atter of common decency, as 
working between gentlemen , there ' s no reason in 
t he world why he shouldn 't consult with me or 
the Bur eau of the Budge t . 

\•/ell , I -- I can ' t argue against that. I think 
so far ae consultation goe& that he should have . 

'~ell, that - - th~>.t ' s the only point :•::; milking. 

But if he disagreed wi th you or. any tax policy , 
ur.d er this statute he i P sup..,o sed to tell the 
President publicly , apparer tly, wha t he thinks 
about it . It' s tl':e strengest --it' s tte 
strangest sort of leg1elat1on . 

\i'ell , after all, !IS a matter of Ju~t relat1onsh1p, 
he would normally -- l f it was anybody else , he 
would consult with Budget and ~e . 

Oh , yes . 

now , as a matter of feet , you take yesterday, we 
spent six hours with Budge t , mainly on taxes and 
fiscal matters. 

Uh huh. 

And we came to complete agre~ment . 

Uh huh. 

Budget took the same po~ition a couple of years 
ago . 

Yeah . 

And now -- I mean , they were over here actually 
about slx hours -- and the interesting thing, in 
the budget message on taxes, it says practicully 
nothing because that ' s what we thought the Pr esident 
shoul d do , in view of the fact that between the 
Treasury and the Joint Committ ee on Taxation there 
has been six months ' study and at the moment we have 
agr eed we should do nothing. 
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I see. 

'~ow , we've soent all thi e time worki ng with the 
Joint Com~ittee of the Senate and the House on 
taxation, and along comes Byrnes and tells the 
Congress what they should do on thls osrtioular 
front . 

Yeah . 

I mean , it ' s a wholly -- a different aooroach 
from what ' s been going on and whi ch Doughten and 
George say has been the bPst they ' ve ever had . 

·.iell , now, he tells me that he has been cor:sul ti ng 
witt -- with the Congress oeo?le. I think he--
I think he said Stam, on all of these. 

·,;i th S tam? 

Yes. 

'A' ell , then 1 t' s all the more discourteous that he 
would go and talk to Stamand wouldn ' t talk to me . 
Then it becomes strictly oer sonal if he ' s done that . 

Yes. 

If he 'll talk with Starn but he won ' t consult with 
me ••• • 

I think be was getting technical guidance . 

He certainly should have -- I should think he would 
have talked to TrAasury . 

Well , 1f he ' ll go to Stam but he won't come and talk 
to me about it ... . 

I -- I think hP. should have. 

Well , I - - I know damn well he should have. 

Yes . Well , I •.. . 

Well , that ' s going to be the pur?ort of my letter. 

Yeah. I-- well , I don't see any reason why you 
shouldn't send it. 

• 
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You don 't? 

No . 

I t' s going to be perf ectly calm, judlcial, but 
not pulling my punches . 

Yes. Henry , I wish you wouldn ' t mention the 
Starn thing, because . ... 

Wel l , I won ' t men tion any of this . 

:-lo . 

3u t it's . ... 

I think 1 t was -- I know he did tal% 'h"i t h Starn. 

Well, to me that would be even mo re -- but I 
won't menti on it if you don 't wan t me to. 

No , because . . .. 

·.~ ell , it makee - - then it make s i t all the more 
oersonal , does n ' t it? 

~o . I don ' t -- I thi nk he was jus t - - he knows -­
he knows Starn and I think he was just l ooking f or 
some guidance t o t~chnical t hings myself . I don 't 
t hink - - I don ' t think there wae anything ~ereonal 
in it. 

Ch, sure . 

I doub t it becaute I don ' t think he consul ted wi th 
anybody else on o t her t hings . I know he ' s got some 
etuf f i n th~r~ on housing which - - Dorothy said to 
me last nigh t , 111A"her e in t he world did he get that 
f rom? I ' m sure , nobody in Housing Authority." And 
I asked him and he said , "No" . Tha t's hi e own. 

\of ell ... . 

He didn ' t get lt from Housing Authori ty because 
some of h i s housing recommendations, Dor othy esya , 
a r e t er rible. 

Well, I'd ra ther take her word than Sy~'. 

• 
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1iell , a t any ra t• he -- : talked to him today and 
he sald they werP his own . ~e didn't get them 
f rom National Housing . So I don ' t thlnlt thf're 's 
a nyth i ng per sonal . He -- he j ust r eel s that thi s 
s ta t u te is-- puts him ln t he position wher~ he 's 
go t to make a r!por t on his own - - his own ideas 
but it ' s a gr~at mistake . It ' s a cr azy statute. 

\~ell , a f ter al l , he is a :>Ooi nted by the Pr esiden t 
and -- after all , we ha ve some unusual thi ngs, too , 
we can re~ort di r ectly to the Congr ess. 

Yes . •.1ell , tha t ' s the same thing. You ' re su~posed 
to , aren ' t you? 

Yes. 

Well, that's the same thing. I should-- you 
r emember he made a ~oint , Henry , in his -- in his 
pr es s inter view thAt the Pr esicent has not e•en 
thi s . 

I know. 

"That t his is enti r el y my own and not hi e. " 

Yeah . Nell , anyway , thanks -- and then this will 
be comi ng over -- the annual me s sage? 

I t ' s coming over this a f ternoon . 

·~ell , do you mind . ... 

Shoul d I - - I ' ll e•nd lt to you . I ' l l s end it 
over to your ott loe and you do wi th lt • .. . 

Well , I ' ll have Bell and Gaston look a t i t. 

Oka y. 

Ri ght? 

1"1 ne . 

How much hur ry le ther e? 

Well , he wan ts to send it l n on Friday. 

Fi ne . Well , we ' l l go right at it. 

• 
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Yeah. I think you 'd better. 

!!as he got something 1n on Br e tton ~~oods? 

I ~o t something in -- I had said to the President, 
"I ve got something in on Bre tton Woods . Do you 
think you want it in ? Henry suggested it ought 
to go i n." 

Yea h . 

And he said, '".~ ell , l et me think about it a bi t." 
And he said, •r don ' t think I wen t t o get as 
specific a s t hP t . " 

I see. 

Bu t there 'll be a decision on that bef or e you get 
this draft. 

I s ee. Thank you very much. 

!"in e. 

Thank you . 

Regraded Unclassified



0 

0 

~ens tor 
Hurray : 

HMJr: 

M: 

HHJr: 

" . 

HHJr: 

M: 

HMJr: 

?·~ . 

HMJr: 

U: 

li!~Jr : 

!~ : 

H'MJr: 
' ¥.: 

HMJr : 

M: 

HMJr: 

M: 

HMJr: 

M: 

~ r 
J 

January 2 , 1944 
~ : 57 p.m. 

Fine, thank you . 

Senator, in regard to this bill , I' d like awfully 
t o sit down and have a good frank talk with you . 
I'm very much interested in it . 

Yes. 

And I just don ' t know how you ' re fixed for time 
and all that sort of thing. 

~I el l , I can make time for you any tlme you say. 

I see. You're not by any chance free for lunch 
tomorrow? 

Well , tomorrow is the ooening session. 

Oh. 

And I 'll be up on the f l oor there for that 
orobabl y during all the noon hour. 

I see. 

I could see you right after that. 

Well, I start in .... 

Did you want me to come down there to your 
office? 

'o'ha tever way would be convent ent for you. 

Well , now, how would it be if I came down to your 
office about four o ' clock in the af t er noon? 

You couldn ' t make it three-thirty? 

Yes , I could mak e it at three-thirty. 

Coul.d you make it three-thirty? 

I think so, yes. I ' ll make it thr ee- thirty . 

That Will be wonderful . 

Yeah. 

• 
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That will be wonderful . 

All right , sir. 

That' a tomorrow. 

Tomorrow. 

I'll be looking forward to seeing you . 

All right , thank you , I ' ll be gl ad to be there . 

Thank you , Senator. 

Good bye . 
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LETTER TO TEE PRESIDENT 

Present: l:!r . D. ll. . Bell 
l!r . Gaston 
l~ r . 0 ' Connell 
t:r . Blough 
i.: r . Luxford 
i.:r . DuBois 
t:rs . Klotz 

January 2, 1945 
5 :10 p .m. 

F. .1· . JR: ( Resdir.~, dr aft o1 le tt er to the President, 
atta ched) "I!y dee.r ••. r . President : I coul C. not le t t he 
r eport issued by 1:r . Jus tice Byrnes"--be is not U. r . 
Justice Byrnes . 

1m. O' COM<ELL : tle is called that ; he always uill be 
called t hat even after he retires contpl etely . 

H . ~ .JH : At least we are being over - polite . 

"I coula not let the report issued by t:r. Jus.tice 
Byrnes t his mor ning pass l':i thout inaic&ting to you rr.y 
concern e. t t be r.ay the u:e. tter v:e.s handled. Although t he 
report included specific te.x rec~endati ons, no one in 
the Treasury v.as consulterl or informed in ecivance . 

I 

"I realize t he t 1:r . Byrnes mey have been tecbni cally 
VIi thin his legal r•ight s in u.aki n5 a public report to 
you and Congress deslinr with matters v;i thin t he juris­
di ction of the Treasury without consulting the Treasury. 
However , it seems to me t hat t his repr·esents poor coordin­
ation and bad t s.ctics if \ Ia ~':ish t he Administration to 
exercise leadership and to retain th e respect of Congress . 

"I t has been your practice in t he eleven J- eers t hat 
I have been Secretary of t he Treasury not to make public 
rec~endations concerning matters of vital interest to 
the Treasur; Yi i thout firs t consulting me . Your action 

• 
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in sending to me r our pending message on the State of 
the Union is in SJJarp contrast with the action of .Mr . 
Byrnes . 

"In fulfillment of oy responsibility for tax policies 
under your supervision we have spent many months ~orking 
on transition and postftar tax ~laos in close cooperetion 
wit h representatives of other Executive Departments, 
including the offic e of hlr . Byrnes, and v;ith the Congressional 
Joi nt COIIIlllittee on Taxation. 1!r . Byrnes brushes all this 
aside to come fo rward with suggestions of his own . 

"This tom~ mi nd is f a r from the kind of united action 
we need in t hese difficult days . It seems to m.e tha t 
coordination of ~r . Byrnes ' activities with those of mem­
bers of the Cabinet and his consultation l'li th t hem on 
matters within their sphere Muld not be inconsist ent 
either wi t h t he Act creating his office or wi th good 
administration . " 

That is the the only part I really like . 

1fR. D. 1'1. BELL : You mean the last paragraph? 

ll .LJR: The last sen ten ce . You fellows e;ot me down . 
Voby do you put in nr~ t you said t hat I v.-as spolled by the • 
President? 

A!R. BEll: We didn't think you had been spoiled . 
(Laughter) 

ll .M. JR: It woul d be nice to tell him so . I have been 
s·poiled in what I sai a to you t hat he has never said anything 
on taxes or finances wi t hout first consulting me. 

MR. D. W. BELL: We though t he had on one or two 
occasions, and for all practical purposes tha t was a t r ue 
statement, but not exactly. 

H .J.~ . JR : "I could not let the r eport i ssued by Mr . 
Justice B~ rnee thi s morning pa ss without i ndicating to you 
my concern at t he way the matter was handled. Although th e 
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report included specific La x recommendation o, no one in 
the Trea sury v1e s consulted or informed in advance . 

"I realize that ~·r . Byrnes Dta, have been t echnically 
l.ithin his legal ri ghts in c:akin._ 1.. publi c re~ort t o you 
and Longres& dealing 1·;ith ~.a tlers v.i t hin t he JUri sdirtion 
of the Treasu ry v.ilnout consultin& t ne Treasury. hor.ever, 
it seems to ~e t hat t his repr eoents poor coordina t ion and 
bad tactics if we v,i sb t he Adraini strati on to exerci se 
leadership and to retain t he respect of Congress . 

"It has been your practice in t he eleven years t hat 
I have been Secretary of t he Treasury not to make public 
recommendations concerr:ing matte rs of vital interest to 
the Treasury without first consulting ru e. Your action in 
sending to ma your pending message on t he State of the 
Union is in sharp contrast with the action of ~.r . Byrnes.• 
That hasn't cane in? • .. 

!JR. BELL : No , it hasn ' t come in . 

H.l.' . JR: h!aybe t hey decided not to send it . 

H.l.:. JR: "In fulfillrr.ent of my responsibility for tax 
policies under your supervision- - "? 

J:R. BLOtiGH : Direction, {;uiC.ence- -

. }.~ . G/iSTOt. : The legal word is direction . That is 
the way it appears in all the statutes . "he shell perform 
t hese duties under t he gener al direction of the- - " 

H •. 1!. JR: You have enough la\\-yers around here ; v11iy 
didn•t you use one of them? Iaon ' t like " supervision ," 
but I don ' t mind •direction." 

Affi. BLOUC~ : As e. matter of fact , it hasn 't been under 
his supervision; i t really isn 't ri ght . 

~ffi. BELL : I take it t he whole Cabinet i s under--

• 
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H ,}.(. JR: \\hat is the ler;al word? 

h~!l . GASTON : The 1'1ord used in t he Statutes is direction . 

H.M. JR: I don't ll.ke that for some reason or othor . 
There is a difference; he can di rect me. 

Mk. BLOUGh : Supervision means he is standing over 
your shoulder end sees wlla.t ~ou are doing. 

H.I.: .JR: I don ' t mind direction • 

(The Secretary holds a telephone conversati on ~ith 
~iss Gilligan . } 

H.M. JR: Vihere are we, anyway? ''Your action in sending 
to u.e your pending message on the ::ita te of the Union is in 
sharp contrast l'li th the action of Mr . Byrnes , " 

You wouldn 't go in the same Budget Ales sage? 

MR. BELL : No . 

H.L JR: Just on ce I God, I haven 't got a chance with 
this crowd . I did get one v.ord in, t hough . 

"In fulfillment of my resoonsibility for tax policies 
under your supervision"--a.gain? 

l:R. o•co:JffiLL : You ere readi n& t he same one , 

H .}.~ . JR : " •• • v.e have spent many months ,·,orking on 
transition and post1·1ar tax plans in close cooperation v.ith 
representatives of other Executive Departments, including 
t he office of Mr. Byr nes, and with t he Congressional Joint 
Canuni ttee on Taxation. Mr . Byrnes brushes all this aside 
to come forward with suggestions of his o?m . " That is all 
right ; that is good and sharp. Is that you, Gaston? 

MR. O' CONNELL : Very definitely. 

H.l!. JR: It sounds "Ga.stonian . • 
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!.:R. GASTON : North Carolina-- It is the name of a 
town in Nort h Carolina . 

H.A! . JR: I still like it . Thl~ to my Jl ind, is tne 
first VI hi te child in the Vlillamette Valley. Is that 
ri ght? 

"This to my mind is far frOJl the kind of united 
action VIe need in these difficult days . It seems to me 
that coordination of kr. Byrnes ' activities with those of 
member s of the Cabinet and his consultation with them on 
matters within their sphere would not be inconsistent 
either with the Act creating his office or Ynth good 
achnini stra tion . • 

That is ~astonian " too . 

l:.R. BLOUGH : 'l'bat is right , ''pure Gast on . " 

H.LJR: It is all ri ght ; I like it . 

1' RS . KLOTZ: I think so . 

i.:R. BELL: Give him the poem, · Joe. 

L.H. DuOOIS: In cese you can't get that on one page, 
v.e have a better one (hands t he Secretary poem "hich 
Secretary reads) . ''l.'y dear l ~r . President : James, James, 
l:orri son, :.:orri son, •:,'ea therby Georc;e Dupree, Took good 
care of his o:otber , Thougn he v.e.s only thr ee . James, 
James said to his mother, ' l:other, ' be said, sai d he, 'You 
must never go dovm t o t he end of t he town , Vrithout consult­
ing me.• " {Laughter) 

MRS . KLOTZ: Oh, that is marvelous . Let ' s send it 
to him . 

AIR. BELL: Isn ' t there another one? 

MR. LUXFORD: Ther e ' s another sentence. 

H.M. JR: "But whom does Jimmy consult befor e going 
to the Hill?" 

• 
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l~. BELL : \'. e thought the r• e might be e typoerephl cal 
error . (Laughter) 

lllt. BLOUGh : You meen t he "I" in hill? (Laugh ter) 
That is e very fawous poem; posEibly t he rresident has 
seen i t. 

li. l' . JR: Has he got a ruiaule name? 

UR. GAMBLE: This is e nursery rhyme . 

MR. BLOUGH : That i s J.lilne ' s Cnristopher J(obin , a 
nursery r hyme . 

H.JJ. Jl<: I had better sign t his . 

MRS . KLOTZ : he will love it . 

H. t.f . JR: Just to show you I sti ll have a sense of 
hUJllor, I have written acro ss the top "very personal. " 

1ffiS . KLOTZ : Let me r ead it . 

J.!R. Ll"XFORD: They make e p.ood combine ti on . 

H.'' . J!t: EI:ough is enourh . • 
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IJ dear lr. Preeldea\: 

I ooald no\ le\ \be repor\ haed bJ llr. Jue\loe 
IJnw• \bh Mml., paae wl \boll\ llldloa\ln1 \o JOU •J 
oonoem a\ \be war \be aauer waa bandied. 11\laoqb 
\be repor\ I no luded epeolfto \u reo .. endaUoaa, no 
one In \be Treuury wu aon1111Ued or tnforaed tn ad­
Yanot • ..----

1 real he Usa\ llr. Brmee 11&7 ban been \tabDt­
oallJ vt\~ln Ilia ltl&l rll~\a ln ..tln1 a publlo 
report \o Ioa and Oolllf••• dtalln« vt\b 8&\\ere vl\bta 
\be lUlecl oUon of Ut TreUU!'J vUiloa\ oonnUlq \U 
Tr.._rr. Jloweyer, l \ Heat \o H \ba\ Uta npreaeah 
poor oooJNit•U• an4 blad \MUoa If we wlab \Jlt ldalata­
haUon w exerolH t..arulp and \o re\ala tile ,.., .. , 
of Oot~~rHft. 

n 11u been roar JraoUoa tn \Jia elnan raare \bat 
I baft be• BMra\arJ of \be Treaeury no\ \o aua publlo 
reoaa81ftda\loa~oonoamlaf .. \\era of 't'l\al tn\area\ 
\o \be Tr8UQry vl\Jloa\ t re\ ooneulUq ••· !oar 
aoUon ln aendlDC \0 •• roar peadtq •••..,. on \be 
8\ah of \be Uaton 11 ln abarp aon\ru\ vi n \Jle ao\lon 
of llr. ByraH. 

c$... '. "~ •. ,-"'\. 
In tDltlll.en\ of 1J reaponelblli\J for \aw poll­

olea .ader JOU -;t•"hloa we ban .,.,., ..., MD\111 
vorlrlftl oa \ruau on and ponvar \u plana ln olo• 
aooperaU• vl\Jl repreaan\a\lne of o\ber lstn\lft 
DQar ..... \a, taaladlnf \llt oftloe of lr. Bna.. and 
vt~ \be OOftlreaatona Join\ o .. l\\ta oa taxation. 
llr. IJiti .. bnauea all \Ilia utdt w ooaa forward wt \It 
..,..attoae of Ilia own. 

Tbla to ., alnd 11 far fJ'oa \be lrl .. of unUed 
uUoa .. •• In \beN dlfltnl\ ..,.. 1\ .... to 
•• \ba\ ooont•Uon of lr. a,rue• aoU•t Uea wt n 
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\hoae of aeabere of \he Oablne\ and hla coneul\a\lon 
vl\b thea oa aa\\era vl\bln \belr aphere would no\ 
be laooaala\en\ el\ber vl\h \he lc\ orea\lna hle 
office or vl\h good adalnh\raUon. 

rat \htullr. 

fhe Predden\ 

The Vhl\e Bouee . 
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·l)' d ... r ..:r . Pr" ident • 

I could not let the report iuued by Wr . Juat1o. l>)TMa 
thh ::lOI'DiD& pua without 1nc!1c&t1D3 to )'Oil D:J concern at the 
way the atter •• han~lod . Althouch tho report 1noludod 
apoo1tio tax reoOCI!'IODd&tiona, DO one i n the 'l'reaaury waa oon­
aulted or 1ntomed 1n actftDo•• 

I realiao that 1~. Byrnea may have been technically 
within hia lecal ri~hta 1n m&kin& & public report to you and 
Consr••• de&linc with matter• within the juriadiction ot the 
f reeaury without oonaultlnj; the Troa aury. lkn,.,.,r , it uea~a 
to - that thia repreeonto poor coordination and bo.d t&otioe 
it we wiah the A~nietration to exeroiae le&derahip and to 
ret&ln the reapoot ot Co~•••· 

It baa been your practice in the eleven yeara that I have 
been Secretary ot the 'l'reuury not to •k• public roco:aond&­
t iona oonoernins aattora or vital intoraat to the Treaaury 
without tirat oonaul ting me . Your action 1n n ndinr; to me 
your pendint; muaat• on the State or ti'le !IDion 1a in eharp 
contraa t with the action ot !.lr. Byrn••· 

In tulrill.Mct ot rq reeponllbillty tor tax pollohe 
under your direction w have apont •ny 11011thl worJdnc o:n 
tr&neition and poatwar tax plana 1D oloae cooperation with 
repreeantativea ot other Exao~t1ve Depertzaeota , 1nolud.i.n& 
the ottice or 1tr. !Iyme a • and with the Conr;rouional. Joint 
Co:aittee 011 fe.xation. !l:r. Byrne• bruel'lea all thh aaida 
to ooae rorward with augsaetiona or hie own. 

fhh to -.y a1Dd h ru trom tho kind ot united uti on 
w Deed 1n t ho .. dittioult daya . It •-• to 1&8 that oo-
orct1n&t1oa ot Kr, BJrn••' aotivitioa •1th thoae ot ~ ot 
the C.b~ &JWI bla ocruult&tioa with UIQ 0:1 •tt•r• withln 
their apbre -lei not be 1noonahtont either with the Aot 
ore•tlnc hla ottioe or with cood &dainlatratioa. 

h1 th1'u lly. 

(llp.ed) ll1DZ7 lloraentbu, J~. 
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.,_.,, oluea lorrlaen, llorrtaon 
Wea,.erbJ ,. Du»r .. , 
feot .... • of ~l• 80\~er, 
fMQI ~· ... elJ \u ... ,..... , ... •td ,. ~11 ..... , • 
llo\ler, b •t4, l&ld 111, 
You ••• .... , 10 clftll \o \he end 

of \lle \eWD 
Wl\~eu\ ooa .. l\lat ae;• 

Ia\ wMa doel ltiiiiJ OODIUU before 
.. 1 .. \o , •• ltllf 

Tour• fat\bt.llJ, 

( 1 )tlc·..r--'1 
~· '"'(' r 

~ 5} 
~.A. ~j;o ~ rd\ ~ 
~~ ...... ~~ 

""'6 ~c. 

• 

Regraded Unclassified



DhAFT I>IC'lA'lt.D oY ;5hChlTAR'1 1110rtuE1 'lnAU . 

Januar~ 2, 1945. 

~ dear wr . fresident: 

Most of ~esterda~ t ne 'l reasur~ spent in consulta­

tion with the bureau of tue lludget ~oing over matters 

of joint interest in your budget ~essage . I think 

you will be pleased to know tnat the riureau of the 

Budget and the 't reasur y have oeen cooperating fully . 

Among those matters dis cussed ~ere tax and fiscal 

policies . On opening this morning 's papers 1 v1as 

<:} amazed to find that Mr . hyrnes had sent a message to 

Congress making definite recommendations to the Congress 

<:> 

on ooth tax and fiscal matters . wr . b~rnes did not 

have t he courtes1 or tue consiaeration to consul t any­

body in the 'treasury and I am advised by Mr . harold 

Smi th that he likewise was not consulted . I am also 

informed by Mr . hlmer Davis that Mr . b~rnes ' speech 

was not referred to him for tne usual cl earance Yl ith 

other Departments. 

I have taken it for granted that you hold me 

responsible t o you for tax and fiscal policies of 

• 
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~our Administration and also fo r the Freparation of 

tax and fiscal legislation to be submitted to the 

Congress . Aside from tne oiscourtesj of ~ . oyrnes, 

i t is most unfortunate as far as the relationship of 

~our Admin is tra t.i on with Congress is concerned til& t 

at t his time he has seen fit , in advance of your 

uudget ~essage and ~our ~essage to the Nation , to 

make firm r ecommendations to the Congress on tax 

matters because we have been ~orking with the Joint 

<:) Commit tee on Taxation all summer on tax proposals 

0 

and J.lir . Daughton has advised me that at no time since 

I have held office have tne relationsnips between the 

Joi.J::t Committee on Taxation and the 'lreasur) been so 

close and so effective . ,~ot cnl) am I confused by 

Mr . Byrnes lllaking these recommendations on taxes and 

fiscal matters , but l am sure that Chairman Daughton 

and Chairman George will also be as well as the public . 

As late as , ,ou sent me a memorandum 

sajing that I was responsible for tax and f iscal matters. 

I most respectfully ask you that in view of IJ!r . Byrnes' 
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public statement that jOU promptly clear up tcis matter 

publicly t hat you hold the ~ecretar3 of the Treasury 

responsible for the adntinistration of tax and fi scal 

ma·tters and for the presentation to Congress of tax · 

and fiscal matters. li is unfortunate t hat in these 

difficult times where v.e have so many enemies to fight 

on so many fronts tt.a t v.e cannot have team- play at 

Cabinet level. I have honestly tried for this and 

believe I have been successful in every case exce pt 

with Mr . byrnes . 

Yours sincer ely, 

'l'he !'resident 

The ~bite house . 
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January 2, 1945 

My dear Wr. President: 

On opening the papers this morning I was amazed to 

find that Kr . Byrnes had made public a message to you and 

to Congress which includes definite recommendations on 

tax and fiscal matters . Kr . Byrnes did not consult the 

Treasury about his recommendations and I am advised by 

0 Harold Smith that the Budget Bureau was not consulted. 

I have conside red it a settled matter that you hold 

me responsible for tax and fiscal policies under your 

supervision and direction and also for the preparation of 

tax and fiscal legislation to be submitted to Congress . 

I recognize that broad jurisdiction was conferred on 

Kr . Byrnes by the recent act which gave legislative recog-

nition to hie office , But these powers are to be exercised 

0 
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subject to your direction and it had never occurred to 

me that Kr. Byrnes would seize upon the provisions of 

this act to justify his undertaking independently and 

without consultation with you or anybody else to lay before 

Congress recommendations on tax and fiscal policy and other 

matters which normally are in the jurisdiction of the 

Executive Departments . 

This course seems to me not only discourteous but 

or 
disruptive of any kind of harmony/of united action by your 

administration . It seems all the more surprising in view • 

of the 

of the 

fact that it anticipates your message on the State 
~r.-:~«A~J-

Union , both of which may be expected to deal with 
II. 

matters he has chosen to cover in his report . Only yesterday 

we spent a great deal of time discussing recommendations 

for your Budget Message with the Bureau of the Budget . 

().,.J 
l) Mr . Byrnes' isolated action _»r the tax f ront i a 
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especially disturbing to me because •e have spent many 
f..,...:;:::::=~ ,....,._ ~ ~ ---<. (;. -•.. i ,.. 

months workin with representatives of other Departments 

~ - (" ' of the Government L'? ll•nsa iqu n J'&' !,; tip with the 

Committees of Congress as represented by their Chairmen 

and the Staff of the Joint Committee,.on Post War and 

--•,m~ .. e·~':':'~" '::~~L~t;,·~ta~. By agreement and in cooperation with 

in 
Mr . Stam and the Chairman we have also brogghti a repreaenta-

0 
tivea of many outside organizations representing business , 

labor and the public generally , and have obtained their 

detailed views cim these problema. Some 
gone 

of them have/«••• x 

to great trouble to carry on nn••x research and t o work 

up programs for presentation to us, understanding that they 

were appearing before authorized representatives of the 

Admi nistration and Congress . 

Kr. Byrnes disregards all this concerted effort in 

() making hie independent proposals which, on their face and 

• 
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in view of his direct responsibility to you, would seem 

to convey the policy of this Administration -- unless, 

indeed, the Administration is to have not one but several 

conflicting policies which it will be the function of 

Congress to t econcile . 

It seems t o me unfortunate , t o state it mildly, that 
r-vv--

in these tragic times ~hich we have so many enemieeJ to 

fight on so many fronts and such terrifically important 

problems for you to weigh , we can not have team play at 

the Cabinet level . So far as I am concerned, I have 

sincerely t r ied foifhis and I believe I have been successful 

in every case a except with Mr . Byrnes . 

Sincerely , 
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THE SECRETARY OF THE TREASURY 

WASHINGTON 

~ dear Mr. President: 

Most of yesterday the Treasury spent in consultation 
with the Bureau of the Budget going over matters of joint 
interest in your Budget Message. Among t hose matters 
discussed were tax and fiscal policies . I think you will 
be pleased to know that the Bureau of the Budget and the 
Treasury have been cooperating ful ly. 

en opening this morning's papers I was amazed to 
find that Mr . ~nes had sent a message to Congress 
making definite recommendations to the Congress on both 
tax and fiscal matters . Mr . Byrnes did not consult anyone 
in t he Treasury and I am advise d by Mr . Harold Smith that 
he likewise was not consulted. 

I have considered it a settled matter that you hold 
me primarily responsible for tax and fiscal policies under 
your supervision and direction and also for the prepara­
tion of tax and fiscal legisl ation to be submitted to the 
Congress. 

Whatever interest Mr. Byrnes may feel he has with 
respect to tax and fiscal policies, the making of a p.tblic 
report to the Congress on this matter without even 
consulting with the Treasury Department is to suggest that 
Mr. Byrnes has now assumed unto himself a position in the 
Government which even you as President have never purported 
to assume. There has never been a case to my knowledge 
where you as President have sent a message to the Congr ess 
with respect to tax and fiscal matters without consultin~ with 
me beforehand. Thus , I have just reviewed the tax and f1acal 
portions of your pending message on the state of tha Union. 
We have been working for months with representatives of 

FO'>J)fFENSF. Messrs. Byrnes and Vinson and representatives of Budget, · 

• 
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Federa.L Reserve end OPA on the formulation of post war 
8.Dd transition tax plana. We han been lKlrll:iDg with the 
Joint Committee on Taxation ul swmaer &.Long the s&IIB 
linea. B.T agreement and in cooperation with 11r. Stam 
and the Chairmen of the Co~reaaional Colllllittees we han 
&lao brought in repreaentat1ves of m4n1 outside organiza­
tions representing business, labor and the public generaJ.ly, 
and have obtained their detailed views on these problema. 
Some of t hem have gone to great trouble to carry on researcn 
and to work up programs for presentation to us, understanding 
that they were appearing before authorized representatives 
of the Administration and Congresa. 

This procedure had proved moat effective. In f act, 
llr. Doughton has advised me that at no time sin oe I have 
held offi ce have the relationahipa between the Joint 
Committee on Taxation and the Treasury been so close and 
so effective. 

Aside from the discourtesy of Mr. Byrnes in failing 
to even oonsult wi th the Treasury and other interested 
agencies, it is moat unfortunate as far as the relationship 
of your Administration with Congress and the public ia 
concerned that at this ·time he has seen fit, in advance of 
your Budget Message and your Message on the state of the 
Union, to make firm recommendati on.a to the CoDgreas on tax 
matters . Not only 1m I confused b7 JII'.Byrnea a.aking these 
recomDIInliiations on taxes and fiscal matters, blt I llll sure 
that Chairman Daughton and Chairman George will also be as 
well as the public. . 

I aaaUIIII that Wr. Byrnes may be able to point t o one 
authorization or another to justify tecnn.icaUy the action 
he has taken. But there ia not nen technical justification 
for ltr. Byrnes act~ without consulting u and others 
interested in this fleld. 

I moat respectfully ask that in view of the position 
that Jlr. Byrnes has taken that you reaffil'll that you hol.a 
the Secretary of the Treaa~{ responsi ble under you for 
the acllainiatration of tax fiscal •tters and for the 
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presentation to Congresa of tax and fiscal matters. We, 
of oour se, will oontinue to consult fully with all of the 
other interested agencies, including Mr . ayrnes, in a 
formulation of your tax program, 

It is unfortunate that in these diff icul t times 
where we have so many enemies to fight on 10 many front• 
that we c&llnot ha.ve team-play at Cabinet l evel. I have 
hqnestly tried for this and believe I have been successful 
in every case except wi th Kr. Byrnes. 

Your s sincerely, 

Tbl President 

The White Houae • 

2 ' 0 
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TREASURY DEPARTMENT 

INTEIII 01'1"1CIE COMMUNICATION 

Secretary Worgenthau 

llr. Shaeffer ~ 
• 

January :::, 1945 

The attached appeared in the 9 Star local Times­
Herald. This edition comprises a very small percent 
of the local city circulation. The INS was supplied 
with one specific quote - Secretary Morgenthau was not 
consulted, and knows no thing about it - a.nd nothing 
more . The gir l reporter phoned only this quote to her 
office, and the over-all story was written there • . 
The office thought~ complaint was based on a triviality, 
and declined to change the story. 

Ot course the heading ia not consistent with the 
text. 
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Januar7 2 , 19~5 (9 Star) 

rlr8asury .. ~:G-·::.;;::
1 
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B 1

_,_, ___ _ 
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The news from the battle-for Belgium contiJ:Ves to be good. There 

atrll is a definite belief (in military circles here) , that von Rundatedt will try to 

striae out again in force. But it is felt that General Patton holds the initiative 

now -- and whil e the fighting wil l go on being bloody for longer than a lot of us 
llllin 

think, General Eisenhower has the situation in ba rd. But perhaps trulwar news comes 

not from ~e battle field, but rather from the c£ flee of our Director of War Mobilise-

tion, from the pen of Mr. James F. Byrnes. Byrnes wants to meke certain that aey 

more prolonging of the wnr by sooo new Nazi offensive -- that e.ey feeling of slllllr 

compl acency a.nd over~am -- does not become tha respo-,sibility of a lack-a-

daisikal home front . Byrnes chose this Nell Year's Day of 1945 to release one of the 

toughest -- more realistic war reports to come out (on the home front) 1 since the day of 

Pearl Harbor. Byrnes wants the Pre sident to ask Congress to cra ck-down. He wants 

authority to drll!'t all 4-Fs -- to put them into the Army where they c nn give limited 

serV'lce to the war effort -- or to dra.ft them to fill jobs which must be filled in 

wnr N&nts. Byrnes wants autbori t Y, f or the War Manpower Commission to walk into a 

compaey's plant, and say, •See here, ;you have too maey men working here. Cut ;your 

employees in hal£ and relec.se the other half to a war plant.• Byrnes wants more 

authority fer tb8 'l'ar Labor Board. He believes the lfar Labor Board mus~have its 

own power to enforce its decisions -- and he wants a labor law under which the govern­

ment can do the eame thing to Jomes Caesar Petrillo -- who even denied a 1lhi te House 

request - that the government has done to Sewell AYer;y. 

Byrne's IDOSt illlportent recommendation, of course, is his plan to draft 

4-Fa. Bec:iiiDiJl& t.odq, the Jn;y abd Rav;y are steppiJl&-up their calla on Selective 

Service for dra.ftees. Instead of ~thousand men a month, the armed services will tsJce 

80 thousand. But J17rnes told us this af'teruoon that this nu.ber mq have to be in-

creued still aore. Bnn then, aa B7rnes sees it, n will nat have enough IIBn to 

Regraded Unclassified



11Up) J.7 the battle fronts and keep up war production here at home. So, Byrnes 1e out 

with thie new plen to force J,J'rs either to go i nto tbe Arrq (to do Uaited eerrlce 

work), or to force thea into n.r effort joba. There have been between three etd a 

belt and four aillion raen (of fighting age) deferred becauee of physical defects of one 

kind or &nether - atd tlllt is the group Byrnes ' feele Congress ebould get into the n.r. 

H Byrnes eeee it pereonalJ.7, all 4-llillion of our 4-Fe should be dre.fted into the AniY· 

Then, they could be channeled into whatenr war itduetey needs the11. But, be pointe 

out , that i s a question for Co~rese to decide snd he is mllld.ng no ·specific re•CODIIDe·ndlatJ,on 

on this point. The main question Byrnes raises is whether the 4-P'e assigned to war 

factoriee should be in .AraQ> uniform and whether the7 should draw a buck private's pq 

while they work &long-side civilian workers making much more money. 

Another poi nt here is this• This new uanpower program will cut ncy 

deep}J' into our supply of unpower on A& farm£ . T•lkl ng over this plan with Byrnes 

this &f'ternoon, be admits that more farm eons and more farm bnnde undoubtedly will be 

drafted. Farm youtbe now deferred make up our one big reservoir of young men physically 

fit for c011bet. So ~ atepping up of the dre.ft - 11 direct reault <£ the current 

battle-in-BelgiUII - is bound to take &11'8¥ a big portion of farm l nbor now available - • 

and f'arm labor is scarce enough alread,y. 

Byrnes &dllite this le hetdi.ng the farmers of the country e real bend-ache 

- aince he 1e &lao aald.ng them to laeep up their record l•la of production. on. War 

Kobiliser eeee two possible r emedies - more volunteer !arm help by those who live in 

the cities - az:d the production of more labor-eaving farm uchinecy. It •Pre&re 

~ certain that J17rnae 1 proe:raa - it Co~ae approne - will hit prof .. aional 

eporte such ae football , and baseball. Byrnes baa no plan to outl&w football &1!4 

baseball far the duration (ee he baa banned bores reciqr.) But, in o&llinc for the 

drafti:qr of 4-l're, lt1Tnee would obviouel7 hit all prof .. eional sports heev!17. It ill 

clear that B1Tnll• baa little or 110 worcy on thie ecore. Be tol-d ue that he bed -

4-l're pl.el1.qr profeeeional football and that he oould"'1t undaret&td it. Be &dllitted 
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thatl a football player ~ have a trick knee, but if the man's knee doesn't get 

tricky on the football field, Byrnes is uneble to eee w~ the knee would get tricky 

at Verdun or in Belgium. BJrnes also 11ld about a football player who was put in 

't-F because of a bad eer drua. But, (B;:rrnas pointed out), the player could hear 

tbe quarter-beet calling signals alright - and there i s the t:rPe of 4-F B;:rrnaa 

believes should be in the Arm;y - if not in the Ari1J;f, in a war plant. 

In effect at least, BJrne• ie practically asking the President to aek 

Congress for a ·•national service law• . Byrnes says he has favored the principle of 

national service since Pearl Harbor. He knows, however, that Congress opposes it. 

So BJrnea is aekiq: for national service piece-meal. By recommending that our four 

million +-Fe be drafted into the Ari1J;f and then be assigned tc essential war work: -

that amounts tc •national service• - at least for the 4-Fe. 

Yet , far-reaching ae B::rrnea 1 recoiiiJllendations are - he believes they 

ere necessary. Be feels that too few 4-Fers are doing essential war work, since they 

have already lien turned down by the Ar11J;f or Navy. And, Byrnes says, meeting our war 

production goals will not be enough in 1945. We need more tanks, more auper~fortreasea, 

more heavy artillel'Y ••mmltion, more mortars , more tents, more coiiiiUDication wire, 

and more ship repairs than we can possibly turn out in tb. near future. So, while 

total arms production will net increase in tbe first half of this new year, B:yrnea eaye 

we llllllt Met every requirell8nt on those critical itema I have ginn )ou. 8Jrnea1 

worlt-or~figbt plan is entirely hie own. Be told ue that he bed net submitted it tc 

the President aa yet, that llr. Roosevelt has not even seen it. So, there ia no telling 

thia nening bow the President will like it - whether the Chief hacuti ve will taka it 

to the new Congress and aek for ite peasege, or whether ha will tabla it as being too 

drastic. But BJrnea• tiaing in releasi ng hie win-the-war prograa, 1a significant. 

President will send hie anm••l Mesege to Congress IIOMtilla this week, perhepa next 

Saturday at a special joint eaeeion - and by picking jut this time to i88Ue hie 

:racom ~•tiou., Byrne1' certainl7 u 1181d.ng a bid far the Pr811dent' a full pereonal .. Regraded Unclassified
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support. It i1 speculation too , to t:ey to aq how the Senate am llouae will look 

on telling 4~• to go i nto the An~· cr into a war plant. Tb. .Republican leader in the 

Bouse, Bepresentati•e Martin of Maaa~6husetts, is opposed to &QY hasty action on 

universal peace-ti8e traioing, end he belie•es that revision o£ our tax laws should 

as well. But ecree "dth it or not, Byrnes' program is an urgent one -- one to be 
• 

considered illllllediately if it is to be considered at all . 

Alo~ with being D1Hctor of War llobilisation, Byrnes ia also Director 

o£ Post-war lleconnrsion. But he enid today that at leaat until the day we defeat 

Gerllll!.ny, we liiUIIt wipe out any hope, and any plan, of reconversion. In his report today 

Byrnes did ask Congress to get to work inmediately on a post-war tax bill fer American 

business. Hie chief thought hera is a tax bill to help little busi ness. All hie first 

point, Byrnes n.nta Co~as to iocrea&e the exe~~ption on excess profits tax. Thil 

exe~~ption ia 10-thousard dollars n:~w, and Byrnes believes the figure should be raised to 

25-thousand. Ae he sees it, the present exemption, of only ten thousand dollars, 

actuall7 discourages small and new cootpanies. But if they 'llel'e exampted up to 25 

thousand dollars, Byrnes feels many of these little co:zpaoies will be able to get goi~ 

ahud and that new firu will he able to start up in the post-war peri od between war 

production and production of peace-time goode. Byrnes feels too, ea his secoM point, 

that the Governlll8nt wbould llllike bigger tax allowances for depreciation. In other 

words , Co~Niea should shorten the ti;;e in llhich a manufacturer IIIII,}' recover the cost 

of hie plant, or, of 801:18 new equipment he hes installed. Byrnes suggests, that 

• 

larger tax deductions be permitted in the early years of tbe life at a plant - to let a 

aaw compe.ny get goi~ before its tax bills are raised. 

For hie third point to help bwlineea, Byrnes said thet u 11000 u the war 

18 OYer in luropa, the GoT&-nt abould pay compe.oiea post-war Htunde of tbeir -•• 

pro£1te taxes. Thil will give these firms capital for quick reconYereion. In concl~ 

lion, War Jlob1liser Byrnes t..11 our problem of war production i s iuediate and urgent . 
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He belle"• tbe GoYornor baa iMU!ticient authority in tbe f ield ot UllpO'I'cr and in 

labor relationa. So, he ia urging t hat the President ask Congreac to mab ell 

4-ha aubJ act to a work draft. Agl-M w1 th his plan or not, •a.r llobUber B7rnea 18 

giviqr the country leadership . 

Thie ill Richard llo.rknese wishing you a victorious New Yenr, and 

a~iqr good-night untU tomorrow. 

• 
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~ dear ~. Preaidenta 

I received uoueuall~ nice lettera 
troa Sir John Anderton and Lord CAerwell 
and 1 tAought that you would enJoj read­
ing t hem. I aa aending 10u ooiiea 
enoloaed herewith. 

oi th kind regarda' 

The .Preaiclent, 

i he white ~ouae. 

J:oura ainoertl¥ , 

• 
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Januar) 2, 1~5 

FROlol : Seo!'etary liorgen thau 

T01 Kr . Daniel ~. bell 

1 wiah )OU would tal k to me aoout tnia 
luncheon on Thuraaa1 , January .4 . 1 tnink you anould 
act aa hoat to the bankera here in ~ place . We 
coula aet up a lunch tor tnea in ~ dining ro~. 

Regraded Unclassified
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THE SECRETARY OF' STATE 

WASHINGTON 

Dear Henry, 

Aa &p'Md in rq eoavereation 
wi tb )'Oil thia a!temoon, I have aade 
the neceaaar7 arrangements and we 
will eJq>eCt ;rou and ;rou:r uaociatea 
at the Blair HOWle oo Tlalredq, 
JIUIU&I'7 4th, at one o 1 clock !or 
lunc:"-, rather t .han on Tlleeda,r 
the aeconcl. 

Looking ro~ard to seeing 7ou 
at that t .iJoe, 

• 

111e Honorable 
Henr.r MOrgenthall, 

The Secret.,. or TreaS\1%7 • 

• • 

Regraded Unclassified
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~., .. . , "" _ .............. 
u.-n .. ....._ ..,. ~ 11u s-a. 

I ~ .... -.IIGI .. lit' 9leU M ,_ .,._ 
..a--- ......... - ... , ••• , ..... .. 
,.. ta ' a"• tile t.tw. T ..... all te 11o 
IJIIP"Wlat .. - ... .,1..0& -1"4 ""' ... ..... 

I - -· , .. ,,.., .. te ._ ""' J'08 W ........... -,.... ..... _ ..... 
I ft ..... te IUIR; _._ .._.._. lflteea. 
..a I "Mll- tt ..t ._. ..._ I ,,.. tllat the .•. ,.. ... ~ ...... 

... ,.. , •• ,_ ........ ,.. ... llol-
. ,.... .... .... ,, ~·t• - ......... , .. , ....... ,._ ....... ...,_ ........... ,.,. -

fer J'08• 

• •tr. 

.... 'l't,.SIIla 1.. • .Jr 

.. ,n.-u 

.. ,. all .,..... ............ 

t l H. Muti* rnu ,a,. , .. 

• 

2r c· 
,J,) 

• 
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TREASUR Y DEPARTMENT 

WAR FINANCE COMMITTEE 

:1. Fiobldll 
Hopewell Junction, n.T. , \ ..., . I 

Se a-e tary Henry llor gen thau 
Treaour;y De!)&rtment 
raohington, D.C. 

De&r Wr . ~orgentbau: 

r 
'-

Dec. 20 , 1944 

1 went t o the~ ;you for cooperatin~ wi th our 
diotric t of East Fishkill in tbio 6 th tar Lean Drive. 1 am confident 
trut it ••• the good will and ouppor t ot neitbbora like you tha t nu t 
ua in number one poaitlon in t he County, on December 16th.Tou will 
no doubt be pleased to leern that on th&t date your district ••• 
212~ of i t's over-all quota , end 107~ of it's "E" bond quo ta. 

Also , at thio time, I ~nt to e~in thank ;you 
for coming to my boo•e to open the Drive for ue in such a nice •&y · 

Af t er your talk, the Boy Scouta ,4- B Club, The Gra nge , ttorea , churcheo, 
1\nd a ll our people showed a m&rked i ntcreet i n seeing tha t we had atore 
thlon a Quota Victory. r e atl a ppreciate the encouragement you jillve ue . 

Incidentally , • ~>•n 1 ~ee a l1 ttle girl I atet your 
"'ath•r a t the home of 'r. Ecl•a rd A. ?ilene in Boston. He •a• Alllba11ador 
to Ruooia at the time, I believe. Nor , it I ever have the ple,.oure o8 
meeting vour children I •ill ~ve known the ~orgenttaue for three gen­
Orfttlono ( i nstead of theee montha) . 

I tope ttAt tbio Hol idaT Season finds you a nd ~ro. 
l'orsentbau in good health ~d sn ir1t, ,.Hh my pereonal re£1lrdo to you 
both. 

i 

Touro for victory 

~~ ~t. \\- ' ~ 
Virg~ia L. Nieong~ 
Ch&inllln 
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Janual'¥ ~. 1946 

Lear Jia: 

"o• tb&t we bave coapl eted t he Sixth • ar Loan 
Drive and do not cont~plate havin~ another until 
late --~ or earl¥ June, ! wonder it in certain lo­
calltlu our l.ar Hond ort aniu.t ion could be of any 
aaaiatance to jOU on the production front. 

Your De~artment haa been 10 helpful to ua 
during the varioua Drivel tnat •e wo~d like to 
otter wuatever aaai atanoe we uave t o ,you in turtner­
lng pr oduction ot war material s at this time . 

1! ¥OU are intereated, al~ll oe ~lad to have 
our ••ar bond people r,et in touoh wltn whomever ,you 
dae i gna te. 

lours elncerelj , 

(I,._) li.elU'J' 

lne nonoraole J~e• v. rorreatal, 
~eoretar,y ot the ~&v) , 
N&v,y Dtpartaen t, 
\ aahington, ~ . c. 

• 
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lJear .uarry : 

~ow tnat we nave completed t he ~ixth ~ar Loan 
DriTe an~ ~o not oontem~late bavin~ anotner until 
l&te .a1 or early June, ! wonder i! in certain lo­
calities our .. ar D<lna or~ani.t.ation could be of any 
aaaiatance to ~ou on the prQQuct ion front. 

Your LeFartment baa been so helpful to ua 
durint the various ~rivea tnat •e •ould like to 
offer whatever aaaiatance we t.ave to .)OU in turtner­
ing production of ••r materials at tnis time . 

i f .)Ou are intoreated, ! snell be gl ad to haTe 
our i.ar bond ~oeople get ill toucn ~ith whOIIlever you 
deaignate . 

~ours siucerel) , 

~ne nonoraole Atnr.) L. ~timaon , 
l:lecretar.) of l'lar, 
k r l.leJ!artment, 
kanington, u. ~ . 

• 
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25'1 
TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secretary Morgenthau 
DATll January 1 , 

1 ·9 4 5 

R. W. Ooyne~ 

We have discussed 70u.r suggestion concerning 

orrering the War Bond organization to trouble-shoot 

any situations on the production front that concern 

the War and Navy Departments and reel that it is 

entirely reaaible and that the folks 1n the field 

would welcome such assignments. We reel, therefore , 

that you should reel tree to otter Secretary 
• 

Forrestal and Secretar7 Stimson this cooperation. 

Lane, Engelsman, and myself will constitute the 

committee to consult with you on any steps to 

execute the idea it the War and Navy Departments 

wish to take advantage or your otter. 

• 
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TREASURY DEPARTMENT 

. " ,. r:: l J'-) 

'\It,,~ 
~" \ e._ (/YJt_ ~ I INTER OFFICB COWWUNICATION 

TO Secretary ~orgenthau 

FROM J. J. O'Connell, Jr. 

Date 
January 2, 1945 

~# ~ ,£N I suggest that the attached somewhat non-
cvv~ commJttal letter be sent to Mr . Patton in answer 

to his letter of December 20, 1944, suggesting 
that David Bazelon of Chicago, Illinois, be 
appointed Assistant Commissioner of t he Bureau 
of Internal Revenue. 

0 

0 

I know little about ~r. Bazelon other than 
such information as I have gleaned from Mr. Patton's 
letter and from a short talk with Mr . Bazelon him­
self . Be is something of a perennial candidate for 
a top job in the Bureau of Internal Revenue, having 
been suggested from time to time for one job or 
another over the past three or four years. 

Although he is undoubtedly a competent lawyer 
and has had a substantial amount of tax experience, 
I am not persuaded that we cannot do better. In 
any event, I hope that we will be able to avoid 
making a decision on him until we have bad a little 
more time. · 

I believe Mr. Gaston is generally in accord 
with this . 

Attachment 

Regraded Unclassified
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JAI\ 3 1945 

Dear liP. Jatt.a 

'l'h11 11 1A hnber NN to 70\11' letter ot 
De..Uer 10, ~ I\IIPIUJa& that )bt. JlaYli 
Juel&, ot Cllleqo, Illlnoll, be appolAW 
l .. l.tant Ca.lellODer ot tM Dvea ot Iatenal 
ReYIIPie. 

1o cleelll• bu u 71t b ...... wl th re­
.,.otto W• •ttar1u ••nnl alta'llatlYU 
a.. eUU •• oou a ... u.. lD uq nat1 • I • &).a4 to~'" JOU'I ann!Ml. ot Mr. Jue • 
..... ~aaow u.' 1ft belle" bla .. u quUtl.a 

0 tor tbe Jolt. · 

0 

.... "- o. ,., .. ,...,.._, 

SlaMNq )'OUI'I1 

JaUIMl ......... 'Ia'• 
IIGl Jut ~ liW 
D&asas, celrr I& 

261 

, 
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.............. ...... .. ., .. ..•. ..., ....... .... 
• M ...... I • or oletl' .. 
,... JetMr., •• ln .. 

... .au'-
'-* .. ~~&ete~~r..s, ... ........ __ .... 
..... I lllnU '- _,. elM 
te..UW.lfttertellle .......... 

llaunJr. 

(Stine«) B.s. not. 

.... Dete 
hi ........... . 

................ 
Ps I" It 
•••• , ft!r a-. .. - ........ I •• le1 a • 

.-r •• 

2C?. 

• 
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WAR DEPARTMENT 
WA8HINCITOH U . D .C. 

JAN 2 1945 

the HODOl'tlble, 

The S.oretaey ot the 'trea1UJ7. 

I -• illcl. .. d plaaeed to 1aarn troa TOur letter ot 
Deoe•ber 19, 1944, that 70u had broucnt to a eucce .. tul. conolulion 
the protracted necotlatione vith Dr, H. H. J:unc vith reepect to 
u. a. •~ ob1isatione to the Chin••• OoYeruaent. 

the tour ottlcere vhoa you aentioned haY& been notified 
ot your aPPreciation !or their a .. htanoe. 

The liar Depart•ent hae taJc.n CO~Qhance ot the querhrlT 
ad,Juet•ente and ee\tleaente which TOUr Depart .. nt will alL» t01t the 
u. a. ·~ obligation• i ncurred in China. On December 17, 1941, 
in anticipation of the !orthco•iDC eettlement of oblicatione incurred 
durinc the l.aet quarter of thh calencl.ar Te&r, a uaorandum -• eent 
to the co..,41nc Oeneral, u.s. lorcee, China 'theater of Operat"ione, 
b7 t he ~t Otticer t or the W.r Departaent. 'thh umorandum, a 
cow ot which baa been NPPlied to TOur Departunt, not onlT rniewd 
the ceneral bacqround laa41nc to the eetue .. nt of all clal.•• 
throueb 8epteaber 30, 1944, but aho requeeted intonation which vill 
be ueetul. 1D fUture .. tt1a .. nte, thh 1Dtor..Uon vill be eent to 
TQU •• 1t h recelnd !rom u .. to tlae ill order that TOur Depart .. At 
1Da7 haYe it aftll.able when fUrther necotlationa are renew4. 

Secretaey of W.r. 
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TO 

FROH 

TREA SURY DEPARTMENT 

INTl l O,PICI COM M UNICATION 

Secretary Morgenthau 

Ur . Whi t}py 

OAT£ January 2, 1945 

You inquired yesterday about t he status under the freezing 
Order of French funds within the United States . 

French assets in the United States , at the time of libera­
tion, totaled approximately $1 ,500,000,000. Of this amount, 
approximately $725,000,000 was held for official account and ap­
proximately - ~775,000,000 for private account. 

Some time ago we informed the Fr ench Government that we were 
prepared to issue to it a broad license authorizing it to make free 
use of off icial funds held in the United States subject to the pro­
viso that we be notified and be given an opportunity to pass upon 
payments to foreign countries in excess of $25,000 . This arrange­
ment was readily agreed to by the French, and such a license has 
already been issued with respect to funds held by the Benk of 
France with the New York Federal Reserve Bank. Similar licenses 
will be issued with respect to funds held in other offici al Fr ench 
accounts in this country as soon as arrangements for the cer tifica­
tion by the State Department of these accounts have been completed. 

Fr om official funds in this country the French have already 
transferred approximately $224,000 ,000 to the Bank of Belgium in 
settlement of t he gold attachment , and $50,000 ,000 to F.~ .A . for 
Lend Lease account . An additional $19,000,000 will shortly be 
transferred to the French Paymaster General in the United States 
for his use in meeting current French expenditures here. 

Private French funds in the United States are still frozen 
and we have been discussing with the French a progr am for relaxing 
our controls ~ver these assets in a manner which will protect 
American interests and carry to completion the wartime objectives 
of Foreign Funds Control. The Fr ench are in agreement with the 
basic program and both Saxon and Hoffman report that the French 
officials in Par is are anxious that our control s .over French private 
assets be maintained until t heir own controls have been established. 
Once this has been qone, we expect to issue a broad general license 

() permitting the relatively free use of French private assets . 
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Personal remit tances to France are already permitted under general 
license and we anticipate no difficulty in handling transactions 
incident to the restoration of private trade between the United 
States and France and other current transactions . 
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BRITISH AIR COMMISSION 
17 .. MAaaACHUaKTTa AYIHUE 

WA8HIHOTOH e, D. C. 

2nd January, 1945. 

ll'itb the compli.llento ot dri ti&h Air '-Gamins ion 

who enclose :>tau11onts nos . 167 snd 168 -

Aircraft Des~tcbed -- for tbo weeks ended 

Oecember 8th and uece01ber 15th respectively. 

The nonoursble Henry -orgcntheu, " r . 
:>ecretary of the Tresuury 
Whllll!nl.i!VN , D. U. 

J anuary 2, 1945. 
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_.ml D!S!IIIlr:rtlll Am 
CONSQTI!lll'fl) 

Liberator B VI ll .E. M.E . 17 
Liberator GR VI I.m4 India 8 
Liberator GR VIII U.K. U.K. J 
Liberator OR VIII Bah ...... Nassau 1 

wwm MARTJJ' 
llar...Sar In II.E. loi.E. 1 

HO!ll'!! ~W!!X£&N 
llitcball II Caned& Caned a 2 
llitcbell III U.K. U.K. 8 
ltwltq li .W, Afri ca Cuablanca 9 
ww.tana U.K. U.K. s 

IJuow 
Dakota IV U. K. U.K. lJ 
Dakota IV ti.E. M.B. J 
Dakota IV S • .l.frica s. Africa 2 
Dakota IV Canedo Canada 1 

~UBLIC 
Twxtorbolt tl.E. Alexandria s 
ThWldorbo1t India Koracbi 16 

!!90Rp!IX!l 
Harvard JJ .E. Alexandria J 
l!ar~ard U.K. U.K. 8 

VO~QtiT::§IKmS!II 
R-4-B Helicopter U.K. U.K. 1 

• eorse.ix' Australia Brie bane 16 

CYRT~ 
Kit tyawk .I.Witrelia Brie bam 4 

lkow.w 
• Hellcat Aua-rolia Brisbane 2 

STINWN 
Reliant AWOtrolio Brie ben. 10 

11m! 
uc-45 Boecboratt lara chi 2 

Tot&lo 81 S6 J 

• with radio oqul.pnnt. 
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ASSD!liLI BI BI PLIGhT DILIVWIID 

.mJ DESTI!IA1'ION lS!Il!! ~ All! z:sm 111 m g~a111 

~HSOLIPATlJ1 
Liberator B-VI II . B. 11.1!>. lD 
Liberator 011-VI O.K . u.x. 1 
Liberator OR-VI India India s 
Liberator Cl-Il CII.DIIda Canada 1 

gwam MART~ 
llaraudor Ill II.E. M. E. 1 

C&.Dada Canada 1 
IUtohall UI U.K • U.l. 12 

.ll9l1!!9 .:-r- II 
U.l. 0.1 • 

!!!XIIIl!JXll 
H&rvard u.x. U.K. s 

MfYBLIQ 
Tbun1orbolt J.la4rae l8 

mmJ 
UG-45 Boooboratt India laraohi 6 
UG-45 Beoohoratt Australia S)'dnoy 1 

• 

Australia S,.Snoy 

QJW!Ntlf 
*l!olloot .Luatralia s,dnoy 4 

~!l~~ll!;&l:ln 
• cora .Lust~alia ~.,. 9 

fwtCJJIU) ,...,. N.w • .Ltrica AJ.cioro 51 

'total• 13.3 2 

• with ro41o ~poont • 

..... ..-.r1 
1 Q: ..J'. Be1ocau..., 

- 2?, 1944 

Regraded Unclassified



- .. - . 

( ) 

JanuaJ'7 2, 1945 

MY dear General Marshall: 

In the weekly summary ot the United States 
Joint Intell igence Committee , No. lOS, December 28, 
1944, on Page 15, there is an article enti tled 
•aerman Economic Uaasures in Threatened Araaaw. 

}(ay I have your permluion to discuss this 
artic~Jwith ~ own people in the Treasury? I 
would~ike to use it aa background material in 
diacuaaions that I ~having with Ur. UoCloy 
and General Hilldring. 

Yours sincerely, 

l&IIMIII H. Morgenthall, Jr. 

General George C. Marshall, 
Chiet of Staff, 
United States A~, 
Washington, D.C. 

,., 1 v 
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Letter to General Marshall . 

(Dictated on the dlctaphone) 

My dear General Marshall : 

271 

January 1 , 19~5 

In the weekly summary of the United States Joint 

Intelli gence Committee, Number 103, 2g December 19~, on 

page 15, there is an article entitled "German Economic 

l~eaeures in Threatened Areas• . May I have your permission 

to diseuse th1e artlcle with my own people in the Trea sury? 

I would llke to use it as background material in discussions 

tba t I am having with 14r. HcCloy and Gener al Hilldring. 

Yours sincerely , 
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~..z. Q;~-t 
n!E CHIEF OF STAFF 

WMHINQTOH ·'f d.:-, 
December ~- "ltL; · d...L 

Dear Mr. Secretary: 

I have your letter of January 
:2nd requesting .iJt!rmission to use the ar­
ticle GERMArl ECOt.OMIC IJEA~UhES u: THREAT­
~~ hREAS in discussions ~ith personnel 
of the Treasury Department and v;ith Mr. 
McCloy and General llilldring. The Y.ar 
Department has no objection to this use 
of the article provided that a classifi­
cation of CONFIDENTIAL be maintained. 

Fai tlu ully yours , 

The Honorable 

The ~ecretury oi th~ Treasury 
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EXECUTIVE OFFICE OF THE PRESIDENT 
WM lt&UGIIIOAID 

WASI.tGTON tS, D. C. 

~AN 2 194~ 

My dear Mr . Secretary: 

I 
J-.. 

I am pleased t o send you herewi t h a copy 

ot the report or the War Refugee Board for t he week 

ot December 18 to 23, 1944. 

Very truly yours , 

The Honorable, 

The Secretary ot the Treasury . 

Enclosure . 

"..,3 t:. 

rh1 
• 
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Report ot t he War Refugee Board 
tor tho Vooj ot Dogomber 18 tp 23, 1944 

SITUATION IN HUNGARY 

It was reported by our Embaesy in Madrid that the Spanish 
Charge d 'Affaires has lett Budapest and that, since there 
is now no Spanish diplomatic representative in Hungary , 
protection ot Spanish i nterests there has been turned over 
informally to the Swedish Legation . We oabled this report 
to our Legation in Stockholm and requested that efforts be 
made to convey to Swedish representatives .in Budapest 
information concerning 2, 870 Hungarian Jews in possession 
ot Spanish letters of protection and visas tor Spain and 
Spanish ~·lorocco and the authorization given to the Spanish 
Legation in Budapest to grant visas to 700 other Budapest 
Jews . We pointed out that, with the exception ot one 
family of three per sons, none ot the Jews with Spanish 
papers or visas are mentioned in a recent report from 
Budapest as being accorded the special treatment which it 
is indicated 1e being granted to several categories ot 
Budapest Jews in possession ot foreign protective documents 
and visas, and that any action which the Swedish Legation in 
Budapest can take to obtain such special treatment and 
protection for all Jews with Spanish papers and visas will 
be grea tly appreciated. 

According to a report r~eived from a private source 
through our Legation in Bern, there are still in Budapest 
approximately 75,000 Jews, most of whom are children and 
elderly and sick people, who urgently need help. 

SITUATION IN ITALY AND YUGOSLAVIA 

Another report from a private source which reached ue 
through our Legation in Bern indicates that all of the 
Jews in camps in Northern Italy have been deported except 
about 70 in one , oamp and prison. All of the other Jews 
ot Northern I taly were reported to be in hiding, but 
their numbers are not known . There are 1, 200 Jews in 
camps in Croat i a , and 800 are believed to be a t large . 

Ambassador Kirk adv1eed us that an army officer who 
recently returned from Slovenia and Croa tia reported that 
there are about 1, 000 Jews at Glina of whom about 200 
are not Yugoslavs . The new air strip i s a t present unuse­
able, but it is now planned to evacuate these people over­
land. It was indicated that these refugees are well 
eupplied and are still in no danger . 
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GERMAN CONCENTRATION CAl-IPS 

A representative ot a private organization reported through 
our representat ive in Bern that one ot the gr oup ot 
Hungarian Jews who recently reached Swit zerland !rom 
Bergen Belsen stated that at least 4, 000 men and girls 
from 16 to 50 years ot age arrived at Bergen Belsen from 
Auschwitz about two or three months ago. It was presumed 
that they were gradually sent to various German work camps . 
The Hungarian group at Bergen Belsen was completely 
segregated and personal contact with t he deportees !rom 
Auschwi tz was impossible. However, a written statement 
indicated that all extermination activities in Auschwitz 
were stopped a tew months ago . The women from Auschwitz 
were of the opinion that the children and elderly persons 
there were sent to other camps . 

Although the attempt s ot a private organization to l ocate 
some 16,000 persons deported from Lithuania have been 
unsuccessful, it is believed that the young people were 
taken to work camps in Germany. This belie! is based 
upon receipt ot a postcard !rom a camp near Muni ch written 
by a young man who was deported f rom Kaunas. Efforts to 
locate this camo and to obtain additional information are 
being made . In. this oonnectioff, i t was stated that only 
a few ot the larger camps in German-controlled terr itory 
are known and that there are many other camps which are 
not accessible , repeated intercessions having tailed to 
bring f r om the German authorities any information concerning 
them or permission tor representat ives of the Interna t i onal 
Red Cross to visit them . 

BELifif FOR UNASSIMILATEQ INTERNEES IN GEru!AN CONCENTRATION CA!o!P S 

In connection with the Board 1s food parcel program, Repre­
sentative McClelland advised us t hat t he International Red 
Croea Committee is willing to try to send coll ec tive teet 
shipments to several specified localities in Poland. I t 
was pointed outt howeverl that guarantees concerning control 
ot the sate arr val and distribution of the parcels cannot 
be given as there 1e not the slightest prospect ot eecu~g 
permission for Intercross del egates to visit these camps. 
McClelland indicated his view t hat, if it is poss i ble to 
obtain authorization for the forwarding of test shipments 
to Poland, i t will be well worth making an attempt to get 
some relief through to the many thousands of persona who are 
living under frightful conditione in these camps . We cabled 
our agreement with this suggestion and authorized McClelland 
to arrange tor teat shipments to be forwarded to Poland 
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under the best obtainable distri bution guarantees, but 
urged that no repeat shipments t o Poland be made until 
reasona bl e assurance i s obtained that supplies f r om the 
tes t shi pments have reached the intended benefici aries. 

With regard to the food parcel program in general , we 
emphasized that arrangement s for distribution o f the 224 , 328 
parcels no\~ enroute to Gothenburg and 60, 672 parcels await i ng 
shipment to Toulon shoul d be made on a n equitable basis 
motivated sol ely by need and accessibi l ity. To t his end, we 
urged that the term "camps " be int erpreted by the International 
Red Cross to mean all places where unassimilated persons 
are confined , detained

1 
or otherwise forc i bly congrega ted 

and where some reasonaole assurance can be obtained that 
the parcels wi ll r each the intended beneficiaries . 

UNITED STATES VISAS FOR PERSONS IN ENEMY TERRITORY 

Our Lega tion in Bern advised us that l ists of persons 
elig i ble for inclusion in t he s pecia l visa programs 
developed by the Board have been r eceived and transmitted 
to the Swiss. The Swiss Legation 1n Berlin has requested 
that, before notification of these lis t s i s made to the 
German Government, considerat ion be g iven to the fact t hat, 
on the bas is of previous experience, i t is felt t hat the 
represent ations which the Legation would make to the 
German authorities in this connection would contribute 
nothing to assure the effective protec tion of the individuals 
concerned so l ong as they cannot participate in American­
German exchanges. The Swiss Legat ion pointed out that 
communication or these lists could onl y create confusion 
which would be prejudicial to the smooth conduct or 
negotiations for the forthcoming Amer ican-German exchange 
and that i t would t herefore appear preferable to refrain 
for the present from notifying to the German Foreign Office 
the list s of non- exchangeable per sons to whom t he American 
Government i s prepared to extend its hospitality. The 
Swiss Fore ign Office inquired as to whether persons eligible 
for the benefit or the special visa programs could be 
assimilated to s category of persona whose eligibility 
for inclus ion in exchange negotiations has been established, 
and if not, whether the Swiss Legation in Berlin may be 
authorized to defer transmission of the lists in question 
to the Germans until negotiations for the forthcoming 
exchange are completed . 
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We were advised that, incident to the Board ' s visa programs , 
the question of authorizing Swiss entry visas individually 
or oollectively 1e still under consideration oy the Swiss 
Federal Pollee . The Chief of Police, in a preliminary 
discussion, expressed doubt as to the protective value 
ot authorizing Sw1ee visas to a large number of persons 
whose present whereabouts 1o completely ~known and whose 
las t addressee are several years ol d . His experience with 
German pollee has led him to believe t hat they would take 
very little action on the bas i s of the lists i n question 
and , since the persons concerned are Jews , would d1sclai~ 
any knowledge as to their whereabouts . It was suggested 
by our Legation that olass 1t1ont1on of these persons as 
exchangeable would afford a be t ter poss1b111ty or according 
them protection than could be achi eved oy the authorizat ion 
ot Swiss entry visas. 

E 
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CABLE TO .tJIERICAll 'fMBASSI, LONDON, FOR !Ullll, FRI»> WAR REFUGEE BOJ.RD 

Pleaae tranallit follow1Jii •auge to J.lbert Guigui , 12 Avenue 

Hebert, Beauchamp (~), Paria, from Susanne LaFollette of Labor League: 

QUOTE IF YOU ARE COlliNG SJIORTLY PREFER II'A:IYIJIG TO DISCUSS 
fii()LE RELm' !lATTER WITH YOU. IF NOT PL!:ASE CABLE US PRECISE WHEJlEoO 
ABOUTS OF PllE&:Nr FUNDS AND AT WHOSE DISPOSAL. UNQUOTE 

• THIS IS liBB LONDON CABLE t«l . )2, 

2t00 P••• 
Jaa.w::r 21 1945 
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CABLE 1'0 WIII.&IIT, LONDON, A!1D !Will FROM 'hR REPUGEE BOARD 

The War Refugee Board n s reoen~ adrlsed by llcClellsnd in 8e1'11 
that appro~tel7 lJ55 refugees from Bergen-Belsen arrived in Switzer­
land on Decellber 7 and are teaporariq being housed in C&ux under con­
trol of tile SWiea anq. llcClelland bas been advised by the chief of 
the Swiss Federal Police tbet the -jority of these refugees are 
IIU.ngari aDB, including persons fro• Tra.nsylnnia, but tbet t here are 
also a f .. Poles , Slovaks 8JXI Yugoslavs. Tba Swiss stated further to 
McClelland. 

QUOTE All these refugees intended to go to Palestine so .. ae 
young workers others as veteran Zionists or prominent members of 
Jewish organizations, still others to join relatives already there. 
Moat of them had been assured that they would be admitted although 
none of t hem actual ly posses11 Palestine certificates or equ.ivalent 
docuaent. On other band they all bold docwaents issued by Hung11riu 
Red cross or an international Jewish organisation stating that a 
Palestine certificate in their name is avai).able at Iat.a,nbul. These 
docuaenta were for .oat part issued ebortlT before occupation of 
Hungary by Ge1'1111U18. For past few years it appears that several 
thousands of Hungn.ri.a.n J ewa have gone to Haifa via Istanbul on baais 
of such doc~nts. All these HUngarians who recently arrived in 
Swi tzar land originally intended to pick up t heir Palestine certifi­
ctltes in Istanbul and once in possession of them to proceed to Haifa . 
Alaoet all of them have relatives in palestine. They do not know 
whether the certificates supposed}¥ ayailable for them at Istanbul 
are still vaJ.id or whether t he Zionist organizations have taken &f\T 
steps t o assure tbeir emigration. UN~UOTE 

Although i t. 1a not certain thai tnis is the same group referred to 
in our l'iRB-19 of llovellber 3 and your 9736 of November 9, it iD bopad 
that you will be ablo nevertheless to ob~n the consent of tba British 
to t .ba admission of this group of refugees to Palestine. The Swisa 
are extre .. :cy anxious and consider it imperative (repeat i11peraih'e) 
tba t this entire group of refugees be removed from Swit.zerland as soon 
as possible . This is an excellent opportunity to deaonatrate to the 
Swiea our good falth in :,ll'OIIlising' t o find temporary havens for all 
refugee Jews arriving i n Switzerland from Hungary, particulArly Iince 
t.he swiss have indicated their rlllinpesa to perait 8 , 000 .ore Hungarian 
Jaws to enter SWitaerland on a teaporury basis • 

.AFJIQ 8JXI tnllllU. hue agreed to hold the PhillppeTU.l.e CUP in 
Al&eria open to -t e..rgent:7 needs aucb as that cr aated by af\T 
possi ble aoY ... nt of HUngarian Jews. However, it is the Board's 
feelina, in rlew of the above-<juoted oo..udcati on by the S*a to 
McClelland, that efforts 1hould be ll&de to have tbis group adaittad 
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to PAlestine rather tb&n to Pb1llppeville. 

Please take t his raat t er up with the British and reply urgently. I f 
the British consent to admit these refugees to Pal~stine, the Unit ed 
States Gove~~nt will of course cooperate in arranging transportAtion. 

'l'H !S I S WRB LONDON CAB Lt. NO. 33 . 

2t00 p.a. 
January 2, 1945 
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C.li!U TO Al!BRICAII !MUMY, PARIS, FROit 1l.lR RBFUGBE BOARD. 

Pl.aua del.inr tollOtd.ng .. aeage t o Joseph Schnrh troa 11 • .A. 

Leavitt ot .American Jewish Joint D1etr1but1on Committee& 

QUarB PLK&SE CONTACT DANA HCIOGDEN Al.!ER!CAN EL!BASSY P.&RIS 
RIDARDI1«1 GROOP FIFTY TO SEVENTYFIVE PEOPLE BEING EXCHANGED 
FRW GER!.Wrr DUE t.W!BEILIJ: END JANUARY. Nm1BER PROBABLY 
HOLD PALESTINE CERTIFICATES Cl'IIEil8 SOUTH AMERICAN PASSPCilTS. 
WILL BS NECESSARY TIW' li.AIN'l'ENANCE BS PROVIDED AliD .FURTHER 
ARRANGEl!BNTS IWlE THEIR TRANSPORTATION ONQRD. ASSUliE YOU 
CAN HAVE REPRESEN'l'.AriVE J.W!SEI1LB I!AIIDLB SITUIDON THmE. 
UNQOOB 

1&)0 P•"'• 
Jaouar,r 2, 1945 
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CABLE TO AlWUC.lN COtlSllL.ll'E GEN!l\AL, JOIWiNESBURG, SOOTH AJ'RICA, FROll 
liAR REl"tJGEE BOJ.RD. 

Please deliver following mesaage to Secretary , South African 

J ewish liar Appeal , Sbakespeare House , Johllnnesburg, f r om Dn. Stephen s . 

lliae, li&Jiulll Goldmann, 1\'orld Jewish Congress, 1834 Broadway, New Yorlu 

QUOTE SlihDI SH CO.Illll'l'U: PRESIDE!iT CHIEF RABBI E.JOO.NPREIS 
OBTAINJ!D THROUGH Sl'iEDISH CHANNU..S ~'ACILITIES SEND FOOD PARCELS 
J E\'IISH CONCEN'l'RATION CAln'S EUROPE. SCIIEIIE REQUIRES INITIAL 
AllOUNT 251000 POUNDS F'IRST PARCELS ALREADY DI SPATCHED. 
URGENTLY IID.<UES'l' YOUR COMIJUNI'l'Y CONTRIBUTE 5, 000 POUNDS THIS 
BSSENTIAL RU.IEF PROJECT. CABLE UNQUOTE 

1:30 P·• · 
Jalai&J7 2, 1945 
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t CABLE TO HUDDLE, BUill, FOR JICCI,!!;!.l.&Nll FROII WAR REPOGEE BOARD 

Please refer t o your 83?9 and 8380 of December 28 regarding the 
evacuation f roa Switzerland of the 1352 refugees who recently arrived 
from Bergen-Bel••• · 

The War Rli'llgee Board e.drlaed the liar Depart.ent at the till& your 
7269 of November l wa1 received of t he possible need of trauaportation 
and acco...odationl for Jewish refUgees f'roa Hungary. The Boerd baa 
since been e.drl1ed b7 the liar Departaent tbat .AP~ and UIIRR1 hne agreed 
to bold the PhilippeYille Caap in Al&eria in reserve for eHrgencJ.ea 
arising from ~ possible movement of Huneariaa Jews. 

However, in view of the description of this group of 1352 refugees 
in the co~nioat!on to you 1~oa the Chief of the Federal Police, the 
Board has cabled llann in London, requoating him to seek the consent of 
the British Goveriiment to the adaisaion of this group to Palestine. If 
Mann is unsuccesai'lll in obtaining tbe consent of the British to thia , 
the Board will undertake to llil.ke arrangeaents to have thea aoved to 
Phillppeville. Alt hough the Board will do all possible to hasten tbe 
evacuation of this group from Switzerland, t here can be no a ssurance 
that this can be accoapllabed within t he next few ween. 

If necessary, arrangements can be aade to provide funds f or the 
( 

1 
maintenance of this group for the period of their stay in Switzerland. 

l) 

You will be advis ed as soon as a reply is received from Nann. 

THIS IS 1IRB BERN CABLE NO. 343. 

2 a00 p .a . 
Juwar:r 2 , 194S 
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NOT TQ BE Rl-tRAIBMITtBp 

COPY 110 , 

sP&pt 

onBL !!g. 3 

Information received up to 10 a.~ . , 2nd January, 1945, 

l , llAYAL 

Dea<t~~~~~~~~ Situation at Corfu reported qui et , 
Gr eek by to evacuate Zervas troops from Livkas. 

2, MILITARX 

WEatEBN F80NT. Enemy has launched a ttock on 30 mile 
front from vlilise 5 miles north or Reichahoteo to Sarregue.mines . 
Little news received but it is known that i n centro or line a u.s . 
armoured division is holding the attock at Bitscho, Troops or 
3rd u.s. Army have advanced on west flank of Baatogne Corridor 
and havo increased its width and shortened it. 

nw. 8tb !ray has beaten orr throe eneay raids - one 
near Alfonsine end two near Fusignano, !l•awbere only patrol 
aotivitiu . 

~. 31st Dece~ber. Purthor procress =ado clearinc 
southeast aubUibs of 'thens. Oood proareaa also made 1n Piraeus 
whero IUburb of Eryen1a h~s been cleared, ELAS attack on wireless 
s tation at Kallini 7 miles east or Athena, was repulsed and our 
detachment the re la{er successfully evacua t ed by relief force . · 

~RHA· Rathedoung ~·· entered by patrols on 30th, 
Occupation completed 31st in Koladan Valley, Night attack by 
Joponooe against forward positions repulsed, . 

3· Am 

WESTERN FROHT• Night 31st/1st. 809 tons dropped Oster­
told Railway centre 1 2 tons on Berlin, 

lst, 93 escor ted Lsncast ors (3 missing) dropped 430 
tons on Dor~und-Eca Canal at Lsdbarcen. Bomb1n& concentrated, 
Roconnaisoance aircraft reports large breach in West Wall , 694 
escorted u.s. heavies (29 outstondinc) attacked 3 oil installa­
tions at Kacdebourg, Bbcen and Dollhergon, east ot Hanover - 183 
tcnal railway centr e Cassel - 613 tone; o railway bridges and 
ll o her tercets - 706 tons, Bombing cai.nly by Pa tht1nde.r tech­
nique , Enemy casualties so rar reported 40,lz2• 7 fighters out­
standln&, Soco 26o e.neay aircraft attacked lJ Allied airfields 
i n Holland and Belcium. 167 Allied aircraft destroyed or 
serioualy damaged on ground . 392 Allied medium bombers end 1422 
t1ghters and tighter bombers operated over battle areas, Over 
6o AFV des troyed in central sector. Enemy caaual t ies 66,9,25 in 
combat and 19 by A,A, 

Ni ght 1st/2nd, 597 aircraft deepatohed ( 4 m1se1ngJ• 
Mi ttelland Canal (Gravenhorst) 157! Vnhwinkol Railway Centre 146, 
Dortmund (Minister Stein) Cokin& P ant - 139, Hanaw and Hanover -
55 Wo1quitoes1 Bonber support - 100, 

I!BPITI!!!!AIIBA!!, 31st, 1127 aircrett (7 misdnc) 
attacked communications 1n Po Valley, Di root bits on 2 r ailway 
brid&•• end ammunition dump , Bologna, 

4.. HOME SECURITY 

To 7 a ,.,, 2nd, 2 r ocket 1nc1donta reported, 

C9R819PP'!' 

Por Onzt lo, 424 r .. 4 lo., l 
. Onzt lo, 2 DOt aont to Wuh1Dcton. 
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