
:look 110 

J .. Qar,f 11-18, 1845 

Regraded Unclassified



- I -

llaelt lzMiDere 
&a-.u• f roa ClYU Samoa: ... Coll!ptrollar of Currcc:T 

lrettoa Woade CCIIltereeca 
... Pon - War Pl...,lDC 

lrltlall Daaiaiooe 
... Lnol-L ... a : 111ll\a4 11DC4• 

- 0 -

Cablaet M.abere \o Appear lefore CODC'••• 
letau•ar (CoDCren-. 1'-nue) prcpo,al 41acuua4 la 

White Bouea-fr .. IVT oorreapoa4eece • 1/18/48.......... 810 a1 
Clliu 

... State Dapar\aee\ : 4UU\14e ot lrq ac la Jar ••tara 
DhhlOil t.,...4 ClliDa aa4 Japaa (Orw, Ball aaUae, 
aa4 Do-) 

Doaal4 •al•• ctn• Wllita reaua4 of prneet d\uaUoe -
1/ 11/4& ........ . ...... .... .. ................. ......... . 

a ) loODC aalte tor r-ea4aUoa• f or e011e ace \ o 
a4Yhe Oo•araaee\ OD price coa\rol 

1) Laoa Bee4areCIIl ncanta4 
•ao alllloe, 1D piiJilct of V. I . 4nq expea4Huree 1D 

OlliDA 1111 t o Sap\eal>ar 30, 1944 , ua\ t o II:'IIIIC a\ !ak011a 
Park laaltariua; $34 al111oa p1ae, aow oa 4apoel\ 1D 
Cctral llaelt of Clt.iDA, Cb'QIICitlDC, t o be t VDe4 oYer 
to Chia••• Oo••~ .. t - 1/17/48..... . ..... .. .. . .... . . .. 171 

a ) Prne re1•u - 1/Ta/48: lee look Jll, p~• 300 
b ) 4aerioaa •'oau7, Cllwlcltlcc. 1Dfol'lla4 - 1/a/45: 

look w . pace 313 
c) J:uac returae eisae4 receipt - l/31/45: 

ioolr §li. pace 300 
8\all!pe ue4 tor relief purpoen ec\ t o llll - 1/18/ 48 .• •• 

OlmrcllUl , WiaeW. 
'" Ual\e4 II:1DC4oa 

Coal Mian 
'" Poet· War PlauiDC: Owr 7 

Coap\roller ot O'IU'reec:T 
lb-.Uoa of Malt uaaiaare troa ClYil Senica 4hcueee4 

-., 9 :ao crq - 1/ 17/ 48............. . ....... . .. . ....... 101 

- r-

liD&Bala, . Oo•eraaeat 
•oe·encUal 1.11paa4Uvee, Co•lUee oa Jla4uoUoe of: 

or.-luUGD aharh far bv-.t uol olhhloee ot ~-IVT • 
laatar -,n.frU~VT aarr .. paaolcae ootlaerala, - 1/ l?/ 48 .. 

War I&YiDCe llallole 
T-Mal1 letter (Taar-roaa4) a otif71DC eololiar \bat baa4 

baa lie• 'bncll\ 1D llh UM ncaee\a4 • III&.Jr -
1/17/.a .. 0 •••• 0 •• 0 ••••••••••••••••••••••••••••• 0 •• • ••••• 0 

a ) ~ar\ Saruc (llaobt Co .. "q•)--.Jr coeYaraUCIIl -
1/ • / 48: See llook Ill• ,... IW 

Baabt Co .. CT \o roa War laYiDCe loa£ M wl\ll IIUr'• 
pla\are - Qaetoe a .. ~r ..... - 1/ 18/ 46 •••. •••• • •••••••.••• 

111 

Regraded Unclassified



- "I • (Coil till UN) 

"lore1p lc01lo.1c Pollq loarcl 
lor pr .. 1oaa clhcuaioou '" "lore1p "ltpenclal 

Polle17 Boarcl : looll:e .122 aacl lQ7 
s .. aho Book Jlll: Ca'bl.aet LechlaUn Co..tu .. 

Boolt Pee• 

0.1111011 of worcl 0 fl.aaaclal 0 e:o:pla11lecl 'b7 lihUe to IIIIJr -
1/ 11/ 46.. . ......... ........ ......... . .................. 810 a:n 

a ) .becv.Un Orcler .. ta'blh1:11ac......... . .. . .... . .... 232 
Stett11l1ue tell• IIIIJr tl:lat Cl.,toll prefer• !reaeur.r 

clraft tO Adl11011 I I - 1/ 19/ 46: 811 look illo ~· 2 

Oollftreece of !reaeur.r croup after rDI-BMJr talk -
l/00/4fl : Book m. Pee• 193 

a) Btettiniue' explacat10D t o Acl:letoll of reaaon 
"IIIII eipecl !reae11r7 clratt clhcuued 'b7 !reatur7 
croup : Book Jll, PAC• 195 

"lr aaoe 
.bcl:laace rate aDcl 1te effect oD A&er1oaa eolcllere 

etat1one4 ill "#ranee - 1/15/ 46 .... ......... . . ... . . . .. . . . 

OtrAaDT 
••• Poet- war PlaDDtnc 

Gla11er , Barolcl 

- 0 -

IM Poet- War PlAIIIII.ac: OeJ'MAT 
Orw, Joupl:l C. 

811 State D.partaet : "'tUtucle ot tq a.., ill rar J:aatem 
llhhioll towarcl Cl:liu ucl Jap.n 

- ll -

lleol:lt C011paD7 
See lillucl.ac , Oc•emaeet : War S.•1ac• Boncle 

lle~~clereoe , L-
lee CIUAa 

- J -

.J.-a 
It• State ll40p&J'ta•t: j,Ul\ucle ot ll:q •• ill hr J:aetem 

llhhiOil towarcl Cl:lina ucl .Tqan ( Orw, llalluUill , 
aa4~) 

- I[ -

ll:ataa'f'~r . ht11 (Coacrueau, 1'eD.IIIIIIt) 
lee Ca'bl.aet ll•'b•ra to .Appear Before Coacrn• 

l'QDC, I . I . 
s .. Cl:lina 

18 

Regraded Unclassified



- L -
look P-ee 

L•d-LM .. 
U. S. S. R. 

ConttnctlYI Pro~J'Sa tor Co~~prehenaln .Ud 
Pollowinc T-.1 DaT 

See &leo look IQl 
Da\a prepared tor HMJr'• conterenoe with rDB -

1/18/41;. . • . • . . . . . • • . . . . • • . . • . • . • • • • • • • . . • • • • . . . . • . . 810 
Grew'• (State D.part••t) acknowl~ent of BNJr'• 

co.aeDt on lack of ••curlt7 precaution• tor 
Jan1J&17 111 . 19411 letter on •co..,rehenel'l'e tlnaDclal 
aid to the U. s . S.R. • ( not att.cbe4) - 1/ Z / 41; : 
s .. look m . pace 221 

1A $10 Blll lon Reoonatructlon Cre41t t o r U. S. S. R. • : 
Cop7 ot ... orud- tor r:ra eent t o Olt17ton -
1/~/411: .loolt w . pace 322 

011 Retln•rT Procraa 
llelq called. to IIIIJr '• attention 'b)' 11u .. 1u 

Purcbaelnc Coaaleeioa; BNJr lntorae War Production 
Boar4 and rorelp lcaDoalc A!ainietratlon -
1/ 16/ 411 ............ . . .. . . ................ . .... . ... . 

a) Peble •-ru4ua • •. . ........•••. . ... . •• . ••.... 
b ) See State-~ .. ~ 4lecuaalona of 3( c ) 

aapp1 .. ent~ procr .. - 1/ 1?/ 411 • . ••.•• . • .. ••.. 

c) r~~~~1:~~~~~~~~.~~~~~~~~~~: ~ . ~~~~- ~ .... . 
d) War Production Board ' • r~17 - l / 1?/ 411 .... .. . . 

Ruaalu Purcbaelnc Co..taalon-IIIIJr conYer .. tlon -
1/Z/411: Boolt Ill• JH!«I 190 

Prlorlt7 applloatlon dlecuaae4 b7 Crowl17 and BNJr -
1/a:l/ 411 : .loolt m . pee .. :1188,290,2ill 

Crowl17 ' • liner to lii.Jr: Geeral Bu4enlto alec 
forwarded. cop7 of hie letter t o General Weaaon ot 
rorelp leoaoalc .44alahtratlon; We11on ' • rapl7 
lllcloae4 - 1/ a:l/ 411 : loolt Jll, pace 2i3 

BNJr- Whlte-Pehle COD'I'er .. tlon - 1/ 23/ 411 : 
Boolt m . Pac• 3611 

Crowl17 aalte4 'b)' IIIIJr tor cr .. ter ~eed - 1/ 23/ 411 : 
Boolt Ill. pace 3?2 

Crowl17 tell• IIIIJr he lan't cettlnc aucb help in 
epee4- up troa War Depart .. nt or Var Production 
Boar4 - l/-./411: Book W• pace li(K 

Procr .. e r~ort &lna 'b)' Cos to IIIIJr - 1/::li/411: 
.look m . Pac .. 146,14t 

Cos-Pehle connr .. uon - 1/ 31/ 41; : .loolt w . pace 194 
a ) rorelp .loonoatc 44alnletratlon aeeerte it will 

not alit tor a hl&her priori\7 
b ) taltlnc equlpaet awq troa bealane altocether 

-uoned 
Contareace ; preeent : BMJr. Cos, Pehle, General Ba41111to 

Md aldll - ll/2/411: Book Al§, PIICI 113 
a) Cos to explain rorelp .loonooolo 44alniltrat1on' e 

reluctanoe lD r~uetlnc hl&her prlorlQ> 
b) Ra4elto will •* llarrl.- l U. I , "-blleM4or) and 

General lpal4lllc. ln Moacow, to coldlra urceq 
of DIM 

78 
83 

1110 

176 
17'7 

Regraded Unclassified



Leii4-Lea .. (CoaUauM ) 
UaHM I1q4oa 

- L - ( Coa Uau4) 

Br1t11A Doa1a1oae: a ecoaa.odatloa ae ..te b7 Aehaeoa 
to "-•rloaa Co•tu .. eaat to War D.p&rtaeat 
(Pat \Inca) - 1/11/46 ..... ............. .. . ... ...... , . 110 186 

J'a4aral auane Balik of lew Tort; etat-t lhowiac 
4ollar 4hbure-te, week aa41ac JaaV&rT 10, 19415 -
1/11/46 •...•...•... ........ .•...••.•.•... ... ..•.••.•. 

- II -

llcOo~. Joba (OOJICI'III...,, llanaclluee\\1) 
See Poet- War Plaaatac: :anuoa lloo4e Ooateraace 

-I-

larooUce 
!raaefer to aew propoel4 wor14 or,anl .. \loa of car\aia 

f-cuoae aa4 oftlcu fol'!lerl7 ua4ar Laacua of laUoae: 
State Depar\aaa\ aclmowlaclcn prallala&rT Tiewe of 
~r•RJ7 - 1/17/415 .................................... . 

I alloa, Iloaal4 
Sea Cblaa 

loa- eeeantlal -.pan41turae, Co.ittea oa Be4uc\1oa of 
Sea liaaaolac, Gonraaaat 

- 0 -

Office of Stratastc Sanloae 
Llnteuat ( J . , ,) hhall eaat aan1opa ae race11'M 1a 

!raanJ7 aal1 rooe: l o WoraaUoa • t erlal coata1al4 
thereta wae raetr1ot14- 1/ 115/ 46 ..... . .•...... . •.•••.•• 

a ) •-s»l7 - 1/11/ 415: Sea llook Jll, PIICI 1158 
011 

2eflaerTProcraa: Sea Lan4-Laan (U. S.S.B.) 

- p-

Ph111pp1DI lelaa41 
Auiet•o• to U.S. olthaae ouU1al4 b7 Oenaral llarahall 

for o.Beral MacArthur - 1/17/46 .....•.•.•••.• .• ..••..•• 
a ) llaol.r\hv ' • ackaow1aclcaaat - 1/ '11/ 46: 

... :look nt, PIICI aa& 
Poet-War Plaaa1D& 

lre\\oa Woo4e Ooafaraaoa 
PUb11o1\7 ... 41e~eee4 b7 !raaeQrT ,roup - 1/115/46 • •.. 

a) Arthur llwntur wgaetl4 
llc0o1'!1Dclt (OoD&ra•-· llanaohunUe) aa4 JIII.Jr 

41eGU81 1a\ro4uo\1oa of 1a&le1at1oa - 1/115/415 . .•••••• 

liSt 

n 

117 

1 

Regraded Unclassified



- P - ( Coo t1oue4) 
Boolt Pace 

Poet -War Plauiac ( OooUaue4) 
Brettoa Wood• Coatercce (Coatiaue4) 

Acheeca-o •Coaaell difference• 011 etratecr of iatro4uctioa 
ot bill reporte4 to BMJr; Tiaeoa .u&~eete4 ae 
arbitrator b7 Acheeoa - 1/18/45 .•..... •.......• ..••.•. 810 215 

a ) treaeur,r .ucceetioa: Coacr••• t o autboriee 
J'IIIl to eip Brettoa Voode Acre•111t 

ll) State •~~CenUoa: LechlaUoa to indi cate 
poliQT ot Coacn11 tor J'IIIl to eter into ncb 
acreceah pl ue eubetanUal reThioa of ibe 
law, appropri aUODI , etc. 

c) DelecaUoa ••bere ia 'falbiQCtoe rather tb.aA 
Tiaeoa •a&«e•te4 ~ BMJr ae arbitrator 

Ger8&117 
Treaeur.r rel ation to poet-war treataent dieeueee4 b7 

Glaeeer, HMJr, and Vbite - 1/18/45 ...•..•• ..•.. • .. •..• 
a ) Deepree (State DepartaeDt) tell• Glaeeer 

"White Bouee bae «t•ea inetructione t o State 
not t o co t o tbe Bill witb tbe !rea1111'71 

!r••l111'7 Plan and 'falbinctoa Poet expl anatcr,r editorial 
call e4 to a tt111ti011 ot leGator Pepper - O' CoDDell 
deecrib•• inter.iew to 9:30 croup- 1/17/ 45 . •...••.••. 

a ) ~eo• M171r and Alan :Bartb tbaalr:e4 tor 
e41torial - 1/17/ 48 ........ ...... ............... . 

Coal Ninee: Vbi te .ucc••t• a certain aaount ot 
Y~lftell in di i CUIIinc witb rDR- 1/17/45 .• .•..••... . 

Bo111111&11 aU:e4 t o lndtt fre&1111'7 repre1111taUYe to 
bie aeet1ne on poet-war Ger.&DT - 1/17/ 48 .•. .. .. .. . ••. 

Conterece; preeent : BMJr, Stettlaiue. aad tbeir 
etath - 1/17/4'6 .. . .. ...... ............ .... . .. ...... .. 

a ) BMJr etatee tbr11 aaJor obJeoti••• 
l) lconoaicallJ weak Gei'II&DT 
a ) lcoa011icall7 etronc aad proeperoue BritaiD 
I ) rriendlJ re1atioae witb u. s.s.a. 

b) HMJr riYiiWI bietor,r ot treaeur,r particlpat1oa 
ln po1iQT deliberation• recardlnc G•r8&117··· ····· 

c) HMJr aleo out 1lnee bie poet-war procraa •.••... . .• 
Conference ot reprnentaU••• ot trea1111'7 aad State 1D 

Dunn' • ottlce (State) - 1/19/451 See Book lll· pace 9'6 
a) fre&eiU'J a..orandu •• dllcu11ed: "Loac-llanc• 

Procraa tor Ger-.,1 : Book IU• pace 99 

5Drp1u• Propert7, Dl.,oeal ot 
Procrn• r.,ort tor wetk ID41DC Jaa•r.r 6 - 1/18/48 ••••• 

I I I I I J&DQ&r7 ao, l946! 
s.. Book w . P&Ce 171 

"Tete:raau Barre4 troa :1Ja:T1DC 1 : VaUI.inctoa !1&11-Berald 
artiole - Plble exp1aaat1oa- 1/18/46 .•••.•.• • .••.•.•• 

Put1ell, ldwia J . - Lieuteaaat ( J .c .) 
s .. Ottice ot Strateclc S.r.icee 

- I -

lar•••· Bart ( Becbt Co&paQJ) 
lee rtaaacinc, GoYIJ'DII., t : War S.Yince lood1 

89 

137, 119 

141 

146 

149 

1'64 
1156 

:aoo ,l!07. 379 

Regraded Unclassified



- S - (Continued) 

Social S.cvl\7 
Stw!7 by Jotnt Cc.aittH on In temal &nc~te !aDUaa: 

B1oueb ~e•t• (1) \bat tr .. eur,r take acttYe part 
an4 tbat eo..ttt .. be eet up under D.W. Bell; 

llo o11: P ece 

( a) cloee cooperation wi\h Alta17er: (3) otter ot 
belp to Senator O.orce .a4 CoJllreee.an Dcucbton at 
ricbt Uae - 1/1?/46................................... 810 l a3 

StUpe 
See China 

State D~artact 
Obina and Japan: Attitde of 1te7 aen in J'ar :laetem 

Dhillon toward - 1/18/46.. • . • • • . . . . . . . . . . . . . . . . . . . . • • • ?8 
hrp1~te Propert7, Dhpoeal of 

See Poet-War Plannilll 
Sweeteer, Arthur 

See Poet-¥ar Planntnc: Bretton Woocle Conference· 

- ' -
t1'eaWJ7 D.partaent 

Orcanhatlon Obarte t or lhlreaue 8114 Dhhione of heaeur,r: 
See l'tll811clJll , GOYernact: •on-ueentlal lxpcdlturee, 
oo .. tttee on Reduction of 

- 11 -

11. S . S. ll . 
See aleo Lccl-Lea .. (011 ~fiu17 Procr-) 
lconoaic deYelopaente r eYiewecl b7 .labaeeaclor Barri-.n -

1/1?/46 .............................................. .. 
tint t eel l:iJII4oa 

See aleo Lccl-Leaee 
Oburcb111 ' e epeecb r eYtew1Jic war , ae 4el1Y.re4 1D 

lloue of Coeeeou - 1/18/46 .• . ..•... • ..•.•••....•.•••••• 

- ' -
let.r811e 

See Poet-War PlannlJll: hrpltte Propnt7, Dhpoeal of 
T-llatl 

See J'inanotn&, Gonrnaent: War SaYlJlle lloGde 

War 8aYtnce lloDcle 
he J'lullciJll, GGY--t 

Waebtnctoa Poet 

- w -

he Poet-War P1anntnc: CJ.erMaT ( hea...,. Plu) 

1?8 

319 

Regraded Unclassified



.·-

0 

0 

CONFEHENCE YIITH MR. WHITE 

Present: Mr. White 
Mr. 0' Connell 
Mr. Glasser 
Mrs. Klotz 
Mr. Aarons 

January 16, 1945 
10:45 a.m. 

H. lol. JR: I called him up at hane Sunday. 

~~. WHITE: Sweetser. 

H.Y. JR: And if you have Sweetser, you get the good 
will of 00. He waa very good up at Bretton Woods, and 
he is for this thing. He knows all these internati onal 
organizations . 

Now, OWl is here. We don't have their good will 
and if we brought him in on this thing and borrowed hlm-­
I think we could do lots worse. 

MR. \~HITE : We have three others lined up to make 
a decision on this that we think could work under him or 
with him. One I have in my notes to speak to you on, 
only because he ie in the salary bracket that he ia in, 
the eight thousand doll ar bracket, working for UNRRA-­
he haa been with the State Department for many years. 

H.U.JR: What is hie name? 

YR. WHITE: It alii' me at the moment. His fathe r 
waa a Congres1111an, He a a very presentable fellow, not 
on delivery but very eaay to get into this, end he could 
be helpful !n contaoting these various international 
organizations . His wife, aa a matter of fact, ie the 
leader of one of the women's groups--a large women's group. 

H.!l. JR: I den' t nn t to ta.ke anybodf unleaa he ia 
agreeable to Lehman. 
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MR. WHITE: I told him I would check ~ith him. He 
is under Sayer. I told him that would be the first con­
sideration. 

H.M.JR: I haven' t heard of anybodf who would be as 
good as Sweetser • 

.MR. VtiiTE: We hadn't thought of Sweetser. I am 
sure Sweetser will be good. Has he been contacted? 

H.M.JR: No, I told Gaston, but he forgot about him. 
I said , ~lease call Luxford and talk to him; I called 
him up Sunday." I thought it was such a good idea that 
by now they would have something lined up. 

MR. WHITE: And then we were trying t o see if we 
couldn't borrow Wright fran the State Department, and 
there is a third man fran FEA that has been recommended 
and whanwe are negotiating with. None of the three are 
top-notchers, but they each can contribute very sub­
stantially at different facets of the job. 

H.M.JR: Sometime during the day will you go in and 
talk to Gaston and Luxford on this thing? 

MR. WHITE: Yea. We could get Sweetser to head that 
sort of trio up. 

H.M.JR: He tried awfully hard, because the State 
Department shoved him aside, but he was very anxious to 
be helpful on that • . 

MR. WHITE: I am sure he could be very helpful . 

H,M.JR: I don't know whether we could get him, but 
I didn t want to move on it. 

MR. WHITE: We wanted to get, and still want to get 
a meeting in your office of all the women's organizations 
to repeat what the State Department did in Dumbarton Oaks. 
That is where we got the idea. We have had it up a couple 
of times, but passed it over for consideration • 

..., 
'· 
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H,l{ .JR: You haven't put it up to me, 

MR. VIHITE: Sure. 

H.M.JR: No. If you did, I forgot it. There is 
no record of it. 

MR. WHITE: We can do it again. There are a lot 
of things going forward. There is a chap coming in this 
afternoon to see me from--I think he has five conservative 
papers he writes for editorially. lie has the idea of 
consolidating small businessmen and getting them interested 
in this, He has a number of pretty good ideas, and he 
wants our support in developing them. He is desi roue 
of getting his papers to support it on this level, and 
he will have some concrete plans he will want our approval 
on. They are having a meet1ng--a joint committee of some 
of the large labor groups, and they are going to route 
some support. 

What we are doing now is trying to ~et resolutions 
fran these various organizsticns that we w1ll be able to 
present to Congress, and there is a strong article in 
one of the CIO newspapers by Crowder in which he speaks 
of the necessity of both plans; for workers and bankers 
are against it for selfish reasons, a.nd it is up to every 
labor local to send a tele~ram to its Congressman and 
Senator . Same of those things are going forward, and we 
have a number of men out in the West talking to various 
groups. The reports we get on them are very favorable. 
We get literally dozens of requests for speakers that we 
are not able to fill . 

The Budget Message is being postponed, but it should 
be ready. One draft was ready this morning, but it is 
being revised now--not the Budget Message, but the President's 
~essage containing the Bretton Woods proposal. We will 
haTe it sometime today. ire you wait1ng for somebody else? 

H.M.JR: I was waiting for you to start. I didn't 
know what you were stalling for . 

MR. 'MUTE: I didn't know why, either. 

Regraded Unclassified



0 

0 

0 

- 4 -

Here is a letter which we drafted (hands Secretary 
letter to Mr. Kung, dated January 16, 1945). 

H.M.JR: I wondered since when were we so polite to 
each other. 

MR. WHITE: I thought we were waiting for somebody. 

We drafted this for your signature to Kung, who is 
sick, enclosing a check for one hundred and fifty million 
dollare which the Army turned over. We thought it 
ought to be under a letter to you, rather than the depositor, 
and inasmuch as he is in the hospital, it probably would be 
appropriate to send it by hand. 

H.M.JR: He is in a private sanitarium. 

MR. WHITE: Is he? 

H.M.JR: He is in \\Bshington. 

MR. v.mTE : . I think we should get it to him by hand. 

H.IL JR: One of his friends told me that every time 
he comes to Washington the stone drops another inch, and 
he only has one inch to go. 

Why don't I walk it around and give it to him? 

MR. WHITE: I imagine he will be delighted. He will 
be crazy about it. That would be a marvelous gesture . 

H.M.JR: V~ the four cents? 

MR. WHITE: Because they have some money in China 
they are depositing to their credit, and this ie it. 
(Laughter) 

(Kre. Klotz enters the conference) 

H.~.JR: I decided I couldn't get along without 
your assistance. 
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I will give him the four cents at five-fifteen. I 
want to give him the four cents . 

MRS . KLOTZ: Oh, I see, you are going to go around 
there to see him. Is that all you wanted to give me? 

H.M.JR: There ie so much that I thought you had 
better sit here . Do you have to clear something in your 
office? 

MRS • KLOTZ : N o • 

MR. ~HITE: Would the President cere for these 
stamps? I think they are very unusual. They are ~ninese 
relief stamps. 

MRS. KLOTZ: V.'hat ' s the matter with the Secretary 
of the Treasury? 

MR. WHITE: I think I can get you another set . 

H.M.JR: Chinese relief? ~hat will they use them 
for? He will ask. 

MR. ~~ITE: I can find out and send them in wi th a 
memo. 

H.W. JR: I expect t o see him wi thin the next day or 
two, yea . 

l.!R. \\KITE: I don 1 t know whether they are originala, 
but I guess they are. 

MRS. KLOTZ: See the perforations. 

MR. ~HITE: What does that mean? 

MRS. KLOTZ: That they are originals, I think. 

r 
·' 

MR. ~~TE: This is a letter to Grew which is a little 
rigid in tone, but we think the situation warrants it. 
(Hands Secretary letter to Mr. Grew, d.ated January 16, 1945) . 
That is about the five cent and ten cent rate for Fonnosa. 
It is all right. 
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(Secretary signs letter) 

MR. WHITE: This is a reply to Markham, Alien Property 
Custodian, about their request to transfer control over 
frozen assets . (Hands Secretary letter.) VIe had a long, 
big meeting on this, because it is quite important, and 
we think if we can get Markham--get the .Alien Property 
Custodian to tell us the kind of program they have for 
the disposal of the German and Japanese assets, which 
would g1ve us an opportunity to point out where it is not 
good and make suggestions, and to indicate to them that 
when they have a satisfactory program we will be glad to 
turn the assets over, :we think it is a splendid opportunity 
to get them to have a program which we don't think they 
will have. In other words, we don't know what we are 
going to do with German assets, acting as trustees, rather 
than trying to dispose of them. 

H.l.!. JR: I have got to get somebody to work for me 
on things who will be thinking Morgenthau, you see? We 
have nobody in the place thinking about my own publicity-­
nobody! 

MR. WHITE : I gave Gaston two weeks ago, I think it 
v;as, a statement comparing the record of things done here 
with the record of the only other two competing war 
secretaries, Gallatin and Chase, and McAdoo. I thought 
it would be a complete basis for s~e kind of article, 
and he thought so, too. But I don t know whether the 
time has passed; I thought it might be well around 
anniversary week. 

(Mr. O'Connell enters the conference.) 

H.V. .JR: Joe, today's Post has a very fine editorial. 

MR. O'CONNELL: I have seen it. 

H.M.JR: Did you see it? 

MR. O' COONEU.: Yea . 
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H.M.JR: I think i t is worthy of your own time to go 
up on the hil l and see whether Meed or ~egner--one of my 
Senators- -wouldn't take that and make a little speech 
today ucing that aa a basis . It iBn ' t Morgen thau who 
ia to blame for giving the President a mamo, but it is 
these S.O.B. ' a who steal the thin~. And if he 
doesn't want to do it, PepFer will do 1t. Get it in 
the record and have the th1ng out in the open . I can ' t 
improve on that editorial, but somebody on the Hill- ­
let ' s start wi th my own Senat ore . If they don' t want 
t o do it- -

.t.ffi. O'CONNELL: Start with Mead and Wagner? 

H .~. JR: •• l et it go to Pepper; he is a good f riend of 
mine . Using that, they can paraphrase it . I wish you 
would go on up there yourself. 

WR. O' CONNELL : Right now? 

H.M. JR: Yea, please . 

(Mr. O' Connell leaves conference . ) 

B.~.! . JR: I mean, if somebody was just sitting around 
here thinking all t he t ime-- they tell me Nelson hes a man 
like that, and all he does is worry when he can do this . 

We have nobody to do that . 

MRS. KLOTZ: Vie never did have anybod,y to do that . 

H.M.JR: No, we never have had anybody. 

(Secretary signs lett er to Mr . Kung. ) 

H.LJR: "In view of your illness, I am enclosing, 
instead, amount of one hundred and fifty billion dollars." 
ihat does that mean? 
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MR. ~RITE: It aaaumes that if he is going up he ia 
not going to use the letter, 

H.M.JR: Yes, I would. 

MR. WHITE: Oh, you--

H.M. JR: "In view of your illness, I am enclosing--" 
it is a little Lhineae. 

MRS. KLOTZ: It is a most peculiar sentence. 

MR. v.BITE : O. K. , O.K., I agree. 

(Secretary hands letter to Mr. Kung back to ~r . White. ) 

MRS. KLOTZ: "In view of your illness, I am, instead, 
enclosing-- . 

H.M.JR: You have to say it wi t h an accent. Who 
dictated it? 

Am. ~RITE : "I had hoped I would have the pleasure of 
presenting to you in person the check in pa¥ment of the 
U. S. Army expenditures. In view of your illness--" 

l!RS. KLOTZ: •• "I am, instead, enclosing-- • if the t is 
English, Harry--

L!~ . WHITE: It was drafted by Friedman, but initialed 
by me. 

H.M . JR: He got red. 

MRS, KLOTZ: I wanted to know what it was about, eo 
I read it. 

MR. WHITE : You have to put in a little Chinese 
Eaat Side accent. 

8 
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MR. WHITE: Could be. He' s been in both places, 
the fellow who drafted it . 

Here is a letter from Stettinius in which he 
agrees lfith the draft with slight modification of the 
statement to be made to the Italian Mission which has 
been here , and he is suggesting incorporating in the 
statement--in a l arger statement which they are going 
to prepare covering a number of other things they are 
conferring with the Mission. 

(Indicates letter addressed to Secretar,y Morgenthau 
from Secretary stettinius dated January 10, 1945.) 

Now, what I thought we might do--

H. M. JR: If anybody oan understand that , it is all 
right, but come on let ' s- -_... 

Am. WHITE : What I thought you ought to do was see 
them personally, because you haven 't seen them since t hey 
have come, and they have been here for two months . You 
said you woul d see them after the discussion had taken 
place and t old them orally lfhat we are going to do for 
them, which i sn't ver,y much. Tell them they ~ill get 
the off icial not i fication of it from the State Depar tment . 

H. M. JR: Assistant Secretary ','Jhlte, you see tham. 

MR. ·~.m TE : Of course the Italians--it doesn' t matter 
very much, I suppose, but you said you would see t hem 
before they leave. 

H. M.JR: Did I? 

MR. WHITE : It will onlj" take you five minutes. 

MRS. KLOl'Z: Let' s give them a day. 

H. l.!. JR : Wb¥ didn' t Foley call you up and invite 
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you to dinner? 

1~. WHI TE: It's a long time ago. As a matter of 
fac t , I invited him, but he couldn' t keep it . 

H.M. JR: I don' t like him. 

MR. i'IHITE : All right. If you don' t like to see 
him- -

H.U. JR: .If I said .I would, the best thing in al 
these things is to keep one's word. All right . I s fif­teen minut es enough? 

'!I~S. KLCYI'Z: I think so . 

H.M. JR : .Italians a la Foley, three- fifteen, Thursday. 
( Discussion off the record) 

MR. Wli.ITE : While you are talking of German,y and 
Russia, do you want to get Glasser here to tel l you i n 
detail the st ory so you will have the background~ 

H.M. JR: Do it last. 

MR. WHITE: Here' s a letter that we had draft ed for 
you to sign to Harol d .Ickes on the PhiliPinee . (Indi cates 
l et ter to Secretary Ickes from Secretary-Morgenthau dated 
January 16, 1945. ) You wanted to see me about it. 

Now, the chief purpose of the letter is a two-fold 
one--one to tell him about the people we have information 
on that were collaborators with the Japanese, calling 
his attention to that , and the other t o indicate there 
are a number of matter s which the Treasury iainterested 
i n in the Phili~nes, and we are ready to cooperate. 

H.M. JR : I don' t want to take time to r ead it, and 
I jus t want to know whether I am selling out on anything. (Secretary signs letter. ) 

1m. Vm.ITE: No. We a·re telling him we have infor-
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mation on gentlemen which ae have indicated in the amLnded 
sheet. 

Do you s t ill want t o take up t his matter of French 
Lend-Luse? 

H.U. Jk: Yes . I told \ os t ~e could clear t hat 
this morning with you . 

Mrt. · 1HI '!'E: Could you combine bot h and say you will 
give them Lend- Lease i n the same way you 1\ill give the 
Brit i sh Vlith this condi tion that they l'lill decide llhead 
of time , before they undertake any Lend - Lease arr·angement , 
what an appropriate balance Cor France to have is , and 
t hat 1\e rn 11 1\8 t ch their bal ances and keep on t ile track. 

In other ,,ords , _let ' s avoi o a ;;ood aea! of the dif­
f i culty v.e had wit h brit ain . ~ay t hat they ought to l e 
t reated like t he Allies , but one of toe imporh.r.t things 
v.ithout which you can ' t operate i s what do they regard as 
reasonable gol d and dollur excl.ances fo r France . 

H.il . JH: I made it clear I agreed with you . 
you have that in the form of a letter? Or do you 
call up Clayton? 

t.. an't 
just 

:.:Jt. ,,niTE : That ought t o be in a letter . 

H.H. Jll : I think so, too . 11. i s very i mportant. 

J.IR. V.HITE: I ' ll have it this mornin£ and uend it 
over by hand . 

H.M. JR: I do my mail at two o'clock. 

I~R. \',I:I ':'E: Do you remember tha t case or a man from 
the firm of lhorgan 1·.ho ~axon claimed haa in t erfered v.it h his 
i nvestigations over in Paris by advisiD£ t he bank- - and Army 
officers who complained, and they said thei r records \\ere 
such as to show the mao had been wholly \'l i thin his rights? 
Saxon denies i t . 
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Shall we prepare a letter and say we want to 
examine the facts? I am having Luxford examine Saxon 
to make sure he's got a watertight case before we start 
that fight, so it will come through in the normal 
routine manner. 

MRS. KLOTZ : We have a system. 

H.U. JR: You know White said normal routine is a 
week or so. 

MR. 1'/HITE : Do you want to make a decision on 
speaking February 19 at Chicago? 

H.M. JR : Ye s. '.'lhat do you think you are here for 
t oday if not to make decisions? 

The point is this . That invitation is no good, 
because it' s the wrong organization. Now, Jake says 
if I am to go there, I should talk ixl the Chicago Economic 
Clu~and then you will have all the tycoons and all the 
people you shoul d reach, and either one of two people can 
arrange that for me, either Ned Brown or Hap Young. But 
that is the wrong place, he said, for me to speak . 

MR. WHITE: Except that it is the foreign supporters 
that we expect to get on our side . 

H.M. JR: And he said that convention will be called 
off, because they won't be able to come there for a 
meetinR He said that meeting will not take place, because 
under rnes' order they can't came to it. I suggest 
you cal up Ned Brown and tell him I am ready and would 
like to come to Chicago sometime. I mean, give me a week 
after t his tentative date for Detroit, you see? 

MR. WHITE: Then I'll answer this cable llij'selt. 

H.M. JR : I!ve got a better suggestion. If I'm going 
to Detroit, let s s~ on Wednesday, then I'll talk in 
Chicago on FridAy. 

MR. VrnlTE: Friday right after Detroit? 
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H.M. JR: Instead of coming back. Do you think 
that ' s better? 

MhS . KLOTl : It depends on which way you can 
take it . 

H. ~ .Jh: Detroit--you go there--it ' s only four or 
five hours by train . 

MRS. KLOTZ : I don't mean the traveling . I mean 
one speech on top of another . 

H.M. JR: I would rather do it that way. 

MR. \'IHITE : They will be prepared with speeches on 
the same subject . 

H.!I. JR: I woul d rather have one today and go to 
that very nice hotel and rest there in Chicago; and I 
would rather have one day in between, and then do a 
speech . I would rather do two . 

!AR. \'IHITE: 
whether we could 
by a month . 

It's easier for me . I was thinking 
get more effect by having them spaced 

H.M.JR: You mean by a week? 
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MR. \flUTE : Have separate publicity . The only 
suggestion is if you had two different subjects , for 
example--if you had the fi rat one on the "Political 
Aspects of Bretton Woods" or the second on "Economic 
Aspects", so the two together made a sort of whole . 
Other than that , I think it would be better - - suppose 
I talk it over with DuBois and Gaston? 

H.U.Jh: From the standpoint of publici ty, have it 
about ten days apart , so we could have the thing running , 

MR. \.lUTE: Did you say the name of that was the 
Economic Club? 

H.M.JR: Of Chicago . That ' s the one to speak before. 

MRS. KLOTZ: It •s easier on you too. 

lJl , •;,HITE : Do you want to check up on that Argentine 
thing or shall we just pickle that? 

H.J.l, JR: The situation in the Argentine? The1•e isn ' t 
much we can do on it with the State Department . They 
realize they are in a mess and they are sort of marking 
time until they meet in Me~ico on the fifteenth of 
Februa~, so there isn ' t much we can do. They have them­
selves 1n a terrible stew. 

• • 
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MR. \~ITE: We' ll just drop it now. The Chinese 
Government has told us informally, and l would check 
with you,and if you agree, they can aak us formally. 
They would like to utilize about five and a half 
million dollars of their asset• which they have here 
for the purpose of training Chinese technical men. 
I thought it w~ld be a good idea and I thought you 
would approve. 

H.M.JR: Definitely. Oh, he told me this morning-­
t hi s is confidential--that fighting had broken out between 
the regular Chinese troops and the communist troops. He 
is quite worried about it . 

MR. ~laTE : Is that so? Bill Taylor is about to 
go back. I think he is out of line with Glasser and 
Bernstein,and I think his work,near Ted, increases to 
the permanent class, eight thousand a year. 

Is that all right? 

H.M.JR: Yes. But do that the regul ar way through 
Charlie Bell. 

MR. WHITE: Yes. I just wanted to tell you. Now, 
you know Aarons is back? 

H.M.JR: God! I should see that fellow. tie stuck 
his head in the window, and didn't I tell you I wanted to 
see him? Where is he? 

MR. WHITE: I'll see him before you leave today. 
If he seems a little distraught,it is because he has 
famil y difficulties which he is just going th.rough. They are 
pf a serious character. 

H.M.JR: His wife? 

MR. WHITE: Yes. I don't know whether he wants any­
body to know about that, but I thought I would tell you. 
It's a rather long, strange matter that is crystaUizing. 
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H. l' .. Jll: I am sorry . 

i.!h . ' .. JIITE : We have been waiting to discuss with 
you the War Department draft on the punishment treatment 
of war criminals . Do you think it is important? We 
think it is important and we are just holding it up . 
When do you unt to handle it? It would t ake a half 
an hour or fifteen minutes , any hoy, . 

II . ~{. J R: Make a note of' that , Mrs . Klotz . If I 
get a breathing spell thi s week- -

of--

~.ms. KLOT~ : That ought to be done this week. 

H.ll. JH: Make a note . 

l.lh . ..11 IT E: It ' s a legal problem. It ' s a question 

H.H .. Jh: \'le could put t hat in a memorandum form t o 
Stett i nius and say t hi s i s some thing that will certainly 
co!le up at a meetin::: of the Big Three . 

l!l{. ',Jli'fE : Let me draft it with the lawyer s , as 
to what they want . 

H.M. Jk : And let ' s take it over and dump it on 
Stettiniu s . 

l.tHS. KLOTZ. : It 's a good suggestion . 

UJt. \1HITE: All ri&ht. Now, do you want t o foll ow 
up \\ith Baruch thi s memorandum 1.hich '~e knov. to be his? 

H ... ' . Jk: Yes , yes , yes . 

:O!R. \ IHI'fE: How do you best "Want to handle it? Do 
you v1ant to prepare a memorandum and say this memorandum 
is prepared '? 

H.l.I.J }{: l: es . 

• I 

' 
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MR. ~ITE : I think I know one of the things Nelson 
is coming to see you about. Soong had asked him to 
recommend a man to help stabilize prices and cheok in­
f lation in China, and Nelson spoke to Friedman and 
Friedman met him, and Friedman said that the thing ought 
to wait until i dler was there, because that was part of 
Adler's job to advise him on that, and he wrote to 
Soong and Soong said he knows Adler and thinks very 
highly of him. But he wanted a full- time man to 
advise the Chinese Government , on a broader program, 
so Nelson probably will ask whom you want to recommend. 

... 

Jl.M.J R: Don ' t forget . I don 't want Colonel Bernstein 
to leave without seeing me , you know. 

MR. WHITE: We had a very interesting meeting--he 
won't for~et--yes , sir, in trying to decide what position 
to take w1th respect to a number of matters in Gel'Jil8ny 
on ~roperty controls and things of that kind , so his 
staying here is very favorable, both to us and him. 

H.M.JH: I asked Yost to get together for me all 
the information that they have that has to do with how 
the Russians are treating the ci vilian popul~tion in 
countries which they are occupying. He is going to keep 
me posted, each week . One of the things which he said , 
and these t hings I 'm quoting Yost on--don't tell him out­
side this office--he said the Russians are issuing dil•ectives 
every day in the name of the three countries , but they never 
consult either, and they tel l them afterwards . They do this 
in Bulgaria and sometimes in Hun~ary . They just sign an 
agreement with them and go ahead and do things , and when they 
are through, then they tell them. 

The other thing--

MRS . KLOTZ: It's the only way to get it done . It 
is wonderful ~ 

H.M.JR: They took one hundred and seventy thousand 
GermaQa, of German extraotion out of Humania into AUssia 
and have now drafted them to work--people between the ages 
of twenty and sixty , twenty and forty. 

Regraded Unclassified



0 

(> 

0 

-18-

MR. WHITE 1 Soldiers or civilians? 

H.M.JR: Civilians. I think one hundred and seventy 
thousand, so all of that stuff from now on, as far as he 
knows, it has never been in any one place, but he ~ 
getting it together and I have asked him each week ~ 
give me a running account of what the Russians do with 
the civilian population. 

MRS . KLOTZ: They are marvelous ~ 

UR. VdliTE: There are two things. One ia the 
Congressman who went to France and came back with an 
earful of the high prices in France,and they blame 
it on the two-cent rate , and they are going to make 
a fuss about it, so you will hear, but we have quite 
an adequate defensive when they do. 

H.M.JR: Let's beat them to the gun, I told 
people yesterday to get me up a brochure. That's 
number one on the currency, Let ' s get up something-­
and I'll tell you who is completely in our corner-­
Kaltenborn . 

MR. WHITE: 
part you wanted , 

I read that . Yes . I wasn ' t sure what 
I read it yesterday. 

H.M. JR: I told him sure it means that the price 
of wine, women and song is high and so there is less 
of it. He said, "I am for it . " 

MR. \'illlTE: It wouldn't be any lower no matter 
what the rate of exchange waa . 

H.M.JR: He said if that could be discouraged he 
would be for it. Make a note. I think we might get 
up something and beat them to the gun on this thing, 
see? 

MR. VIHITE: The other is a little troublesome . 
We got information- -

H.W.JR: •wine, women, and song and perfume~" 
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MR. WHITE : Three horsemen. 

H.M.JR: That ' s all they can b~ whether they pay 
five hundred francs or one thousand franca for a night 
of entertainment . 

MR. \'.W:TE: The rate of exchange has nothing to 
do with that . 

Some time ago we had taken the position with the 
State Department they were not to approach the French 
Government to ask for a special f ranc rate.- that 
there were other methods which they have available to 
make up for what they said was the high coat of living . 
They agreed, and a cable to that effect was sent to 
Paris. Subsequent to that Hoffman informed u.s through the 
mail· - you see we get constant mail, not through · 
diplomatic channels, not through the Ambasaador,that 
they weren' t pursuing that , and they v.ere undertaking 
discussiona , contemplating discussions with the French 
on it,and directly contrary to what we thought the 
instructi ons were , and this is where I think we s~ped. 
en the bash of that we made a complaint to the srate 
Department saying it had oome to our attention , 

The State Department cabled to Paris under Stettinius ' 
own name . The cable said, "I" . The Ambassador replied 
that that is not true and he wants to know where he got 
the information. State Department now has sent us a 
letter--Stettinius bas sent us a let ter saying that is 
not true and where did we get the information? I don ' t 
know just bow to handle it . 

H.M.JR: I would tell him the truth. 

MR. ~tcrTE : We don' t want to raise the issue because 
we are getting excellent l etters from all sources. 

H.W.JR: I WQuld tell him the t ruth. Tell Stettinius 
the truth tomorrow. 

llHS, KLOI'Z : He bas a point . 
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H.hi. JR: Tell Stettinius tomorrow when you and I 
go. ~e will tell him the truth and say if he wants to 
see the letter at any time , we will show it to him 
personally . Deal that way with Stettinius; take my 
word . 

!JR. WHITE : There i sn' t any reason why 1.e can ' t 
send him the routine letters. Send him all the letters 
we get that are routine , except some personal letters 
we don ' t have to send him. 

he 

be 

he 

in 

and 

H.M.JI\: Any time Yost wants to see those letters, 
can see them. 

MR. VtHITK : Yes . There is no reason why we wouldn't 
glad to show them to him. 

H.M. JR: Any time Yost wants to see our letters , 
can see them, so you wOn' t have any trouble . 

MR. WHITE : Now, would you like to have Glasser come 
and tell you about Germany and Russia? 

H.lA. Jit: No . I have been a gentleman this morning 
let you come first. Now, I have some thint;l! . 

MR. '.'1HITE: Yes. 

H.M. Jli.: Now, fi rat the Formosa thing. Is that 
cleaned up? (Indicating letter of Janua~ 10, from 
Mr. Grew to the Secreta~. } 

J!R. WHITE : Yea . Formosa i11 takm care of. 

H.JA.J.It: This is Grew'l! . (Quoting from Mr. Grew's 
letter of Janua~ 12. } 

"I refer to your letter of December 11, 1944, re­
garding a report received by the Treaau~ Department to 
the effect that our Embassy in Paris was considering 
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approaching the French Government with a view to obtaining 
French francs at le ss than the official rate of exchange 
to meet the excessive costs of maintaining American 
civilian representation in France." 

MH. WHI ':'E: That'a what I just spoke to you about . 

H.M.JR: How did we answer this? 

MH. ViH ITE : Let ' s try drafting an answer and also 
tell Stettinius where we got the in formation . 

H.Ll . JJ<: French Lend-Lease document--{Indicating 
letter from Mr. Grew, dated January 13, 1945 . ) 

!.!It, V.liiTE: That we will draft an answer to. 

H.M,Jll: This is from Markham on the unblocking 
of French assets . (Indicating letter of Janua1~ 10, 
1945, from ~~. Markham.) 

MR. l,',HITE: You replied to that and you signed the 
letter this morning asking them for their proposals, 
asking about the treatment of Germ.any. 

H.M.Jfi: (Quoting from memo to Secretary from 
Mr. White , dated January 3, 1945.) "Pleven has just 
furnished Hoffman in Paris with information to the 
effect that the wife of Frank Jay Gould is participating 
in the establishment of a bank in Monaco for the purpose 
of cloaking collaborationist and German assets." 

That 's just for my information , isn't it? 

MR. \\HITE: That 'a all. 

R.M,JR: (Indicating memo from Mr. ~bite, dated 
January 1, 1945. ) French assets--is this stuff I should 
read? "Subject: Support of Bretton Woods, January 1," 
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me about what different organizations have done , C. I .O., 
and ao forth . 

MR. V.HITE : There are probably letters there, requests 
for information , I think. That 'a all . 

1ffiS. KLOTZ : Are you finished with it? 

H.M. Jit: Yes . It ' s a wonderful job. 

MR. VmJTE: Some of those are pretty good . 

I 

I don ' t like to t ry and take any more of your time 
but Professor harris of Harvard is coning to see me this 
afternoon and he has pushed through--and he's got nothing , 
neither assistance or crew--a document that is going aroundto 
all the economists to be signed by them supporting Bretton 
Woods . There has been a lot of work invol ved . It would 
be very nice if I could bring him in to see you . 

H.I.I . JR: I saw Doct.or Harris and somebody else . 

MR. 'o'.HITE: Hansen , but Harris is taking the lead . 

H.M. JR: One of them has written an article for 
the Nation this week. 

MR. WHITE: You knew him about five or eight years 
ago . He didn 't strike a very good note at the time . 

H.M. Ji: He argued with me about Government Bonds . 

Let ' s put him down for three -thirty. white and 
Doctor HarrlS . 

Are you all cleaned up? 

MR . V.HITE: Entirely. 
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(Mr . Glasser enters the conference) 

H.U.JR: Harold, come in. 

Mr. White said you wanted to tel l me directly what 
happened between yourself and these other people , about 
what Treasury is or isn't supposed to do with regard to 
Germany . 

J.ffi . GLASSER: Mr. Despres phoned me, and if you 
remember,two weeks ago we had a meeti ng ~i th hiddleberger 
and Despres and it was decided we might get t ogether and 
work on a document . We made arrangements and Despres 
called and said he was sorry he couldn't meet with me, 
that new instructions had come . 

H.M.JR: When? 

Wt. GLASSER: Two v;eeks ago . He called me the other 
day and said he now had new instructions and had been 
directed and authorized to speak with me on Ge rmany, to 
speak freely on Germany . He said, "However, I want to 
say something that's personal, just between the two 
of us , " and I went over to see him, and I asked him about 
that an d he said it was confidential , between the two of 
us . He didn' t want me t o use it, t hat t he White House 
has given instructions to the State Department t hat they 
should not go ~p there with the Treasury on Germany. 

He said he was telling me that because whatever ~e 
might do together could not and would not come to anything. 
And t herefore, he didn't want me to go into auy discussions 
with any illusions. He didn't want me to do any work 
that would be futile and useless. But those were the 
instructions. 

H.M.JR: When did he talk to you the second time? 

MR. GLASSER: The second time on Saturday. I spent 
Saturday aftennoon with him in his office. 

H.I!. JR: You see, that previous week, after the meeting 
at the Blair House , Stettin1us told me he had talked with 
the President and the President said it was all right to 
work with us . 
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l.!lt. WHIT£: Remember, I asked you to find out from 
hi~ whanit was that he referred to when he said the orders 
came from O'NI? 

MR . GLASSER: And I asked him specifically that 
question , and he said from the ~hite House . 

• 
~ , 

H.M.JR: Well , Harry, tomorrow when we see Stettinius 
we can very easily, without referring to anybody, say our 
men are working, and I hope that when they do get something, 
that they can bring it to ~tettinius ' and my attention . 

Mit. \\BITE: Yes , that's a good 1~ay . 

H.M.JR: See? 

MH. GLASSER: He did say Stettinius gave him in­
structions to talk to me, because ~tate wanted to be 
cooperative with t he Treasury, and he was really violating 
the Whi t e House instructions in order to be cooperative 
in this discussion. 

MR. \!Ill iTE: I think we could smoke that out this 
way, by following the suggestion you made and then by 
instructing Glasser to go ahead with the discussions and 
try to draft some memo on that , representing joint views. 
·Those are his instructions , and therefore he is in a 
dilemma . The other fellow says he is not to have it , 
and the other fellow says he will have to resolve it , 
and it will, in no way, commit him. 

UR. GLASSER: I told Despres in view of your in­
structions , I wasn' t --

MH. WRITE : You received these instructions, and you 
better go ahead . Now, on Hussia, if you are through with 
Germany. 

H.Y. . JR; He ' s not on Russ ia. 

Ui\ , \'illiTE: No, but he has some things on Russia 
I wanted you to listen to. 

• 
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MH. GLASSE!t: It was decided I was to talk to 
Collado about Russia-this lar•ge loan to Russia . 

MR. WHITE: That was at Collado's request? 

MR. GLASSER: Oh, yes . When I met with him he showed 
me the cables from Harriman , and whatever memos he had 
on the subject , a.nd he had a memo from CroYI!ey in which 
Crowley said to Stett inius that he wanted to talk, to go 
with Stettinius to the President to di scuss what should 
be done in r•9ply to the Harriman cables . And in the dis­
cussion which--

H.M. Jk: How did Cro~ley find out? 

~fn. GLASSER: Harriman's cables . Crowley is involved 
in those discussions , particularly in Lend-Lease 3-C 
negotiations, and ~ talk with Collado broke up into two 
sections , how to handle Russia on 3-C negotiations--

H.M. JR: What 's that? 

MR. WHITE : Negotiations which have been going on 
for eight months on bow much to charge them for goods 
which they order now, v1hich are long-use goods , and which 
will be delivered after the oeesSion of hostilities . We 
decided, remember, that you wanted to charge them two and 
one quarter percent- - two and three-eighths percent interest , 
and they would have t wenty to thirty years to pay, possibly? 
Those have been go ing on for a long time, and your last 
suggestion was that as far as the Treasury was concerned, 
i t would be preferable if you charge them no interest, 
but le t Dean Acheson make the choice . 

H.M.JR: Eight months? 

Mh. ~EITE: It must be that. 

MR. GLASSER: It began l ast ~rch. It ' s nine or 
ten months now, and it was stalemated last September. 

H.~ . JR : Move a little faste r. 
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~ GLASSER: There were two points . I made the 
suggestion they should revise the no interest payment 
feature to Lend-Lease 3-C and on the broader issue; I 
then spoke about our plan . I told them to come out 
of the approach. Collado has gone to Clayton on both 
of these points , both of the Treasu~ suggestions 
on the Lend- Lease 3-C. Be now tells me it v1ill more 
than likely be accepted by the Stater- that they will 
answer the Russians and Harriman ' s cables , that we now 
will offer no interest whatever on the Lend-Lease 3-C. 

Clayton i s interested on the commodity approach, 
but they haven't made up their minds . They are still 
thinking about it . 

Lffi. \'/RITE: I wanted you chiefly t o tell them what 
your feeling was about the reaction to larger loans. 
That ' s the important thing . You ought to tell him what 
you want . 

MR. GLASSER: I 've had long discussions . There is 
a l ot of material on it . ~hen he showed me the memo on 
the l,;ollado memo, Vlhich had been approved by Clafton, 
it was hostile to long-term loans . At least, i t s more 
hostile than Harriman's cables. They insist on four and 

.. li 

one half percent interest on lon~-term loans . Thel 
insist on important political qu1d pro quo, includ ng the 
Kerenski debt -- t heir political dealings with Bul~aria, Poland, 
Rumania, and the Baltic States , and American cla1ms from 
the Czarist period; that they want all these thin$s 
settled before we give the long-term loan to huss1a. 
I also saw t he memo prepared by the polit i cal boy, Dubr.ow, 
who's the Head of the Eastern Division, Eastern European 
Di vi sion , who also took a hostile tone toward the long­
term loan, in that he thought the Hussians were trying to 
pull a fast trick by asking for an interest rate of two 
and one-half percent , and trying to include the long- term 
loan with the Lend-Lease in order to rush it through. 
The Russian ' s bargaining power is stronger on Lend-Lease 
3-C--to rush it through on the long- t erm loan. 

But on the whole , I told Collado I thought the memo 
I saw was hosti le to the loan, 
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H.M.JR: Anything else? 

MR. GLASSER: No . 

H.M.JR: I want you to prepare a memo--get informa­
tion from White this afternoon , and I want it before I 
go home today--a one-page memo in a form I can give to 
the President on how this 3- C thine; has been dragging. 
What the hell is 3-C and what's go1ng on? I want to 
use it as an example on how things are being handled 
vis-a-vis Russia. Can you give me a one-page memo? 

1ffi. \\HITE: It is unfortunate. The thing is, Russia 
baa held it up fo r three months . 

l.ffi. GLASSER: ::Iince ::ieptember •. 

H.M.JR: Let's have the facta. 

l.IR. GLASSER:. May I say that the State Department 
wants n joint memo to go to the President on 3- G? State, 
Treasury, and FEA, giving the recommendation of this no­
interest proposal. 

H.!A. Jlt: That 's something quite different. I 
want llibite to say, "Thank you for this information--" 

(Mr. Glasser leaves the conference .) 

MR. ~1ITTE : Wasn't there a cable you saw at Quebec 
that might be important in this connection , from Harriman? 

H.M. JR: Yes , but you might mention the Quebec cable 
to .Mrs . Klotz. 

Now, what am I to say to Buzz Aarons? He ' s outside . 

MR. 1;dliTE : He haa just come back--if you'll give 
him a few minutes . He probably has nothing to say . He 
didn ' t ask for this interview. ne ' s done an excellent job 
there . 

H.M.JR: ihere has he been? 
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MR. VnUTE : 
mission . 

London, Paris, and belgium, on a special 

(Mr. Aarons enters the conference.} 

H.M.JR: How do you do. 

After I left Luxford's office the other day, I was 
conscious of the fact you were ~uttin* your head in. 
Why didn't you come in and say Hello ? You put it in 
about three t imes, and it suddenly occurred to me t hat 
it was you. 

What has be-en going on? 

Mit. AARONS: I got back just about ten days ago, and 
I am just trying to get my feet under the water here again . 

H.U. JR: Don't get your feet wet. 

MR. AARONS: No . I had a very successful and interesting 
stay, I think, in my six months abroad. I had three trips 
to the Continent while l was over there. The last time I 
spent ten days in Brussels with Hensen and Patterson , and 
we made an analysis of the Monetary program nhich Gould 
is trying to promote there, and found that to be a very 
interesting job. I think that we have the London office 
set up on the basis of a very good relationship with the 
Embassy, and also with the Brit ish Treasury, as purely 
an independent Treasury office. '~•e can keep it there on 
that basis as long as we want to so long as the present 
Embassy staff is there. 

!AR. \~HITE: ¥!hat is the situation in Paris with regard 
to Treasury? 

MR. AARONS : I think the Treasury office is set up 
very well there . We got in--Mike Hoffman was practically 
the first civilian to get into ~aris . We came in within 
a week after the liberation of Paris, and got in right 
on the ground floor. 
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Mit, \\HITE : Are you working well with Caffery? 

MR. AARONS: he and Jim Saxon have done a splendid 
j·ob in getting the Treasury established there , and have 
worked very well with Caffery. We met Caffery when I 
'll'as there . 

H. r.f .JR: What are conditions like i n Brussels? 

Mk. AA RONS: At the time I was there , Mr . Secretary, 
there was no heat at all, and 1 think that there is still 
a great scarcity of fuel for home heating in Brussels . 
The hotels where the i rmy people are billeted are heated 
now. The food shortage is very acute . The supplies are 
only coming in in a trickle, and not according to plan. 

The biggest factor interfering with the success of 
·the l!onetary program is that you can ' t do away with the 
black market and black market prices, as long as they aren ' t 
getting the necessary food in . They set up a four-party 
committee in Belgium and France, and that committee meets . 
It is a committee composed of the American side and the 
British side and the Belgium side and Su~reme Headquarters , 
and they are trying to cope with the supply problem. At 
the time I left they had optimistic hopes for increasing 
the flow very substantially from the Port of intwerp. 

MR. ~HITE : Did Gould have anything to say about 
Treasury? Did he approve of them? Did he speak of 
est ablishing any Treasury office , or anything? 

11R. AARONS: VJe didn ' t go into that with Gould but 
we sounded out the Dutch on that , and the Dutch expressed 
a willin~ness , and they r.ere very glad to have the 
possibih ty of a Treasury man there, if and as and Vlhen 
the Dutch Government gets established. 

Belgian cities are being hit heavily by robot bombs , 
particularly Antwerp. London is still getting plenty 
of B-~ ' s . 

H.M.J k: B-2 ' s? 
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Mh. AARONS : B-2's. One hit three blocks f r om the 
Embassy . 

H.M.Jn: I j ust wanted to say hello and t hat I am 
glad you are back, and I gather you did a very good job. 
Thank you for what you have done . 

l!R. AARONS : Thank you, Mr . Secretary. 

Mr. DuBois and I would like very much to see you 
on war crimea . 

H.M. JR: Mr . ~bite has that in mind . White has that . 
He knows bow to handle it . White will tell you what that 
is . 
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lMteri&l •• ehall Dl bapp1 to diloua tile Mtter wl th 
J~U i n ~ore concrete ter~. 

Ur . Jacea ~ . :lvlchM;u. 
Alien rroparlj cu~todlan, 
~aahincton 25, o. c. 
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(Signed) H. MoruenthaY, Jr. 
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Hello. 

Good morning , Henry . 

Hello , Ed. 

How are you , sir? 

January 16 , 1945 
10: 59 a . m. 

Well, I'm alive. I'm maki ng a fight; I need some 
hel p , though. 

I'm making a fight myself . I just had a batch of 
typhoid shots. 

Oh , I ' m sorry. 

':lha t ' a t he news? 

Well , how good a wire are we on, <:d? 

't< ell, it' a fair only. 

I mean as to security. 

\iell , I t hink 1 t' s fair 1f we tAlk guardedly . 

Yeah. 'llell, you -- you know the ulan that 
am I on a State Department switchboard? 

Yes . 

Yeah . 

And I' m talki ng from a N~w York hot~l . 

Uh uh. VI ell, you know the plan t he t we agreed 
on about four oeople . 

Yea. 

ll'ell , there's a whole other gr oup that are t r y i ng 
to do something quite di ff erent that neither you 
nor I want. 

Yes. 

Which has got me quite worried. 

For a new Cabinet post? 
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:lo . No . :lo, splitting up those other resoone1-
b1lit1es -- a bou t three ways . 

The other reeponelb1 l lties in the 

The foreign responsibilities. 

Yes . 

Spli tting them about three ways. 

Uh huh. 

And none of t hem would come to you . 

None of t hem have -- none of t hem would come to 
us? 

~!o , or us. 

That is, in the foreign economic field? 

That ' s right . 

Now, the other gr oup-- F. E.A? 

Yeah. And a fellow that used to work for you. 

Yes. 

A very aggressive fellow. 

I understand . 

'3ee? Now, there's a w'lole grouo of orders being 
dr awn up -- Sxeoutlve Orders. 

''iell, have they had any • .. . 

No , they haven' t got anywhere - - to the top ye t. 

~ad any conversations at the top? 

No, not even tha t far . 

Uh huh. 

No . And what I ' m telling you is for yourself 
only . 

I under stand. 
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Eut I thou~ht that we ought to press t or this 
aonoi~trnen t with the President eo that we could 
get in there ttrst. 

Yes. This other Group -- a ny - - is the Bureau of 
t he Sudget working with .... 

No. 

the people? 

No, but political . Hello? 

Political neople? 

On the Hlll? 

No . 

Around town? 

Uh huh. I understand. 

Pol1 t ical. 

I understand. 

See? That' a a kind of a new co:nb1nat1on . 

I know. 

I know it is . 

But - - so I -- are you goi ng to be baok tomorrow? 

Yes , I exoect to be -- to be 
this evenl. ng. 

to be baok ther e 

'llell, I was Just thinking this: we asked for 
Thursday -- I wonder i f we couldn 't ask for 
'ol'ednesday . 

What - - what are t he Boss' -- is he 

( 

' 
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He 'e here .... 

;etting i n tomorrow? 

l'o , he ' e here today. 

To clay? 

I wen t to ba t on the last a p, o!ntoent, you ~now. 

Yee , I know. 

How about your going to ba t on this one? 

\·I ell , I will. And I ' ve got to a""loear -- I ' va got 
to spnear before the Senate For ei gn R~la tions 
Co mmi t t ee 

Oh . 

th~ fi r st thing t omorrow mor ni ng. 

Oh , t~ell , that ' s not -- well , then maybe we'd 
bet ter let i t go until Thur sday. 

Have we go t a n aopo1ntmen t for Thursday? 

No , but we asked for one . 

I know we did. Henry •.. . 

Yeah. 

.. . . I don't think we' d better plan on lunch 
tomorrow. 

Oh. 

Because I probably will be un wi th t he Foreign 
Relations Committee all mor ning. 

I see. 

And I will t~en have to ha ve a press conf er ence. 

Yeah . 

So I think we ought to do it either tomorro 1~ 

aft ernoon • ... 

( 
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Al ' right. 

or on Thursday. 

•.1ell 

':!hen will be convenient for you? 

•·'ell , whet do you do t he v r:ry fi r st thi :-g. 
Thursday morning? 

I ' m receivir.g , fir st thing ~~ureday morning , 
Senator Ha tch -- Hill a nd Hatch and Burton , 
you know, o n our ':lorld Or aenization Plan . 

How ear ly is that? 

'1ell , that ' s very early . I t hink a t nine --
I don 't know - - nine-fifteen o~ nine- thirty -­
~'ire: t hing. 

'''ell , do y~u went to see me right after that? 

Ne can do 1 t right after t hat. 

\•!he t ? 

Yea. 

··:ell , why- don 't you s~t a !lide some time ric;h t 
a f ter that~ I have press over :-tere at ten-thirty 
bu t if I could have -- say nine-thirty -- hello? 

Yes. 

If 1~e had half or thr ee-quart er s of a n hour I 
could cover ever ything. 

Al l right. Well , l e t ' s-- I think 1t Will be 
safer to do it around a bou t el even would 
eleven-thir ty be too late? 

Uh .. .. 

Thursday. 

No . Uh --or woul d you want to do it t omorrow 
afternoon? 

We could do that, yes. 

.,... 
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'•hat tl!:!e would you W!""lt to do !t to:norrow 
e.f:=rnoon? 

Ar ound -- bet1~een thr e~> and four. 

·.~ell , you say. 

Thr ee-thirty . 

J'hree- t h1 rty? 

Yeah. 

I ' ll come over t o you. 

Three- t h.1 rty tomorrow afternoon. 

All right. ~ello? 

That's fine , Her.ry . 

I ' d like only to brins ·.~h i te. 

All r l ffht. 

I '11 j ue>. t b r i ne one person. Tha t •..;111 be •.~h1te . 

All right . Thst's a date . 

That's a date . 

Now, on - - I'm going to do two sub~ects -- hello? 

Ye s. 

I 11ant to do Germany anc' I wan t to do Russia. 

I under stand. 

Those t wo . 

I'll be all set at three- thi r ty tomorrow. 

Wel l , we ' l l be -- we 'll come over. 

Yeah. Now, Henry . 
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y -?ail . 

On this busin~ss you talked stout -- thi s other 
olan. 

Yes . 

That is to-- did Commerce come into it? 

Yeah. 

And Treasury Hould come in to it. 

t>!o . 

No? 

'lo , they taven ' t mentioned us. 

At all? 

At all . 

You and I have nice fri ends . 

No we're not i n it ns I - - as far as I know, 
we l r P not in it at all . 

Uh huh. 

No, they've l eft us out and I believe they've 
left you out. 

Uh huh. 

And-- but it ' s R. F. C. , Comcerce and F. ~ . A . 

I understand. 

They're dividing it up. 

Okay , old boy . 

NO I'/, tha t 1 B 

Thank you. 

Hello? 
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Yes. 

But this - - you've sot to ~rotect me on th1e , Ed . 

Oh , entir ely . 

~·Jha t? 

Ent i r e-- don ' t give lt a thought . 

=ut I mean -- well , I do . 

Well , don't-- from now on , dont - - as far ae I' m 
concerned. 

Yeah. I' m not worrying a bou t you ryer sonal' y , but .... 

t•!ell , nobody else is going to lmow it. 

\·I ell , t r.a t'" fai r enou!;;h . 

'!obody is goint; to know it at all exo e? t1 ng me . 

Okay. 

All right , dl d boy. 

Then I won't worry . 

Good bye. 

J 
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1 eeting 1n t he Secretary 1 s Ortice 
January 16, 1945 

3•00 P•" · 

Present : Secre tary ~oreenthau 
l'r . Oortald ~elson 
l'r . 1/hi te 

r.elson said that he hBd come back troa China recently and had 
wanted to tell t he Secrcter-; about so..e of the developments 1n ct>.ina. 

He said thBt Dr . Soone had wanted h1lll to recommend a man who " ould 
advise the Ch.1.nese Government on quest l ons of orice control-stlrneone l'hlo 
possibly has had administrative experience--And Nelson had said that he 
would take t he matter u p with the Treas ury on his return. The Secretary 
uked me whCllll I G>.ight Stlg88St and I replied that I t hou;jht one of t he 
hi sher off ici als in OPA, DOsai bl;i Gilbert, m:'ght be available. t;elson 
asked how we thought Leon henderson woulu be and the :;ecrotary and I 
both r epl ied tlwt we thought he -.oul d be excellent but we dldn ' t r ealize 
he was avai l able because he was being cc:ne:lde r ed for the Oerman post. 
lvelson eaid that he r ather suspect ed be might not take that post and 
that he would be here soon and e could find out . 17e agreed that if he 
were intere sto and avai l able he would be an excellent man for the job. 

Nelson then went on to indicat e how he hod br~ught about a ver y 
substantial increase in producti on in China of such thi nas as spades for 
t he infantry o.nd trench mortars and l'lOrtar shells and the l ike . He 
explained hart the bankers had been opposed to such exoansion of production 

Cor Aroly purposes because t hey felt tha t i t. ..auld contribute substantially 

to inflati on 8llQ how he had r oad the i\iot Act to the bankers aid tb~ ht.d 
finally come along. 

P.o stnt.o<l that the pro(7ar.t of ge tina the r,enar aliso1mo and the 

Communist f orces closer tos<>ther was maki nt; Sllbstant i al progres s and 
that the Amba•aodor had even got the "loM~alisaimo to !!'ova four divisions 

d cr"n f r o:> the llorthwest to meet the Japanese forces. 

!lc also stated that the Oenc::-alissimo was makin:; a real att eMpt to 
strengthen t he Chine!!! ArrriY and was givi ng definit e evidence of hi s 
deaire t o cooperat e ful ly w1 th t'he United States . He said that t he 
new unified command seemed to ba worldng well. 

li . D. 'li!lite 

• • 
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!'!Pllo . 

!·!cCor~ck . 

Hello . 

Go ahead. 

!-lello . 

Yeah . Ho~t e r e you ? 

Henr y talkin~ . Ho•1 r~ you? 

Yee , fine, qonry . 

Janue ry 16, 19115 
5 : 21 -o. m. 

:· es , : t '1ou •1t -- J •:l's thinltlnr ll"'O'.lt -- it 
mi -ht be ;;el1 to -et thl't ,rP'ton ·::oods ;;o1ng. 

Suits me. 

Ar e you peonle in yo••r DP~:n~"n t dr1>~11ne; un a 
b ill? 

Yeah , Ne ' ve been t alki ns •tit~ S'Jence ard Jesse 
•.·lolcott. 

Yeah. '1/ell, I %now, and I had a talk with S"'lence 
this a!'ternoon . 

Yea.'l . 

<rankly, we 're in -or etty good shape . ~·le ' ve got 
a good look1n& bunch of new me~bers. 

l~onderful . 

And it ' s best to ~e t things t h r ough before t hey 
start f eeling their oats. 

~I ell, now , could Joe 0 ' Connell and Har ry White 
come up and eee "OU about 1 t to:1orrow? 

':!ell , ie there any -- i e ther e any net>d or seeing 
me? 
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I ' ll be glcd : o see t hem. 

''o , bu t I ju c t •. .. 

I ' d t eke it uo -- ! th1 nk .,..,,.nee 1 e ready to ·nnve 
nretty quickly . 

All right . 

He ' s got the Com11odi ty Credit but that li~n ' t 
t ake long . 

AE right. 

~s 3~ told me , h~ ' e w~1t1ng f or t1o bill to 
i ntroduce. See? 

''iell ... . 

I ' ll be glad to see them but t~e on' y thi ~g I'm 
doing is acting os a sort of a ~remoter . 

Good. ~/ell , if it's not neceseary , :rou give me 
the green liGht and we 'll go ahead. 

\</ell , I said t o Soence , t i:e t I ' d get rid of stuff as 
quick a s we could b•cause we're i n ~retty good 
shape no·.~. And t1~0 or t"lree months fro m now , Y 'lU 
never can tell •·1h~>t ' e fO i ng to ha~pen . 

•.r 1 • . e_ ... ' 

All rie;ht , then. :low, l<hat I'd do ls 1-:a v~> y ur 
boys set hold o f Spence "tCh'!n the;; e" t t hP bill 
drafted anc get the thins r olling. 

Fine. 

And here ' s another th'ng : I ' m send1ne a memorandum 
to the Pr esiden t that I hope he ' l l send-- it's just 
my Olin thou£;ht -- bu t I hope he ' ll send a message up 
to Congress to mskP th~ recinrocal trade legisl ation 
permanent. 

I see . 

I thi~ that -- see, t h e orlg~nal lnt~>nt was to 
was to mee t t he economic situation that exis t ed 

r 
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during the depr essi on and to ceet the v!cioue 
i nequities of the Smoot-Hawley bill . 

Yeah. 

\-I ell , I think that it' s gone beyond -- the bill 
has served its puroo se from that angle but I think 
in view of t he world condition s, t hat one o f the 
gr eat pr oblems that Wil l face us in oermanent 
peace is the economi c aspect. 

You ' r e right. 

And I think thPt from our angl e 

Yeah. 

.... t his serves -- t!lls is the only - t ria i s the 
greatest asset that we have. 

Tha t 1 s ri gh t. 

And if we j ust continue i t as temoor ar y f r om time 
to t ime , other countries wil l cons tantly ~onder . 

Yes. 

And the thought entered mY mind t hat if it was the 
~olicy to make it oermanent, wPi oh I think it should 
be . . . . 

Yes. 

t~t this i s the time to t r y it out. 

Well , of course, that is a little out of my line, 
but I' m very much interested in what you have to say . 

Exceo t tha t i t comes under the Treasury Deoartment. 

Well, you ' r e -- the latter -- you were t alking about 
Bretton 'lloods. 

1:/ell , now, I 1 m talki ng about reciprocal tra~ e , too. 

Well , tha t doesn ' t come under the Trea sury. 

Oh, doesn't -- rec1orocal t rade? 
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No , that' s .. .. 

Oh , State Denartment . 

. . . . State Deoartment. 

You 're r i ght. You ' r e right. '.~ell , then you ·fol·ge t 
1 t . Forget 1 t . 

No, I won ' t -- I ' m interes t ed , bu t it' e something 
that State ha s always handled. 

':lel "l , yes . 
beca use it 
Stettinlus 

Yeah . 

'.~ ell , you can keep this t alk i n mind 
mi ght come up. I'll get hold of Ed 
and talk wi th him about it. 

And ye t it comes-- its practical ooera tion -­
the effects of i t comes within the role of the 
Treasury in dolla rs and cents. 

Tha t 1 s right. 

But I think i t should be made oer manent . 

'.vell , I .. . . 

I thi nk t he .,eonl e of America ~tant 1 t oer manen tly -­
the gr eat majority . 

'llell , that's very interesting. 

I t hink will olay an l~oortent part a round the 
peace tabl e because if we 'rP going t o have a r eal 
oeace , the econo~lc f actors that confront nations 
must be given considera tion . 

You 're righ t. 'tlell , thank you ver y much. 

But on Br etton •.~oods , I 'd get working on it , Henry . 

We a re-- we ' re-- we ' ll get extra busy now. 

All ri£ht. Good bye. 
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() January 16, 1945. 

TO : Secretary Morgenthau 

FROM: J.(r . Haas and Mr. Gaston 

Subject: Comments Regarding Criticisms on the Sixth 
War Loan 

In response to your request, we have gone over 

the New York Times editorial of yesterday criticizing 

the amount of bank f i nancing involved i n the Sixth 

War Loan. There have been similar discussions of this 

matter in other sources . For your information this 

memorandum will provide a very brief review of these 

C:) discussions and some comments on the nature of t he 

problems involved. 

0 

I . Review of Sixth War Loan Drive 
Criticisms 

In addition to t he New York Times editorial, comments 

and critici sms on the amount of bank participation in­

volved in the Sixth War Loan drive have recently appeared 

in several other important sources . The National City 

Bank letter for January 1945 and the Monthly Review of 

the Federal Reserve Bank of New York for the same month 

both contain analyses of bank participation in the Loan. 

The Goldsmi th Washington Letter fo r January 12, 1945, and 

;~ 
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an editorial in the New York Journal of Commerce on 

January 3, 1945, also comment on the situation. A very 

brief review of each of these articles and editorials 

appears in the appendix to this memorandum. 

The gi st of all of this material is t hat indirect 

bank participation in the Sixth War Loan amounted to $9 or 

$10 billions and 'Nas therefore about half of the War Loan 

sales. This large amount of indirect bank financing is 

criticized and t here is considerable discussion of the 

need for some revamping of the war loan program in order 

to cut down on bank participation and to increas~ the net 

absorption of Federal securities by non- bank investors. 

To achieve this result there is speculation regarding the 

desirability of separating individuals from other investors 
. 

in future war loan drives in order to concentrate attention 

on such sales and to eliminate the switching operations of 

corporations . 

II. Comments 

Although final data on the amount of bank credit in­

volved in the Sixth War Loan will not be available for 

some time, preliminary data indicate that the estimates of 

$9 or $10 billions, noted in the above references, are 

correct. Our preliminary estimates indicate that commercial 

~0 
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and Federal Reserve Banks increased their holdings of 

Government securities in November and December by about 

$9. 5 billions . Of this amount $1.3 billions consisted 

of securities sold directly to banks and $8 .2 billions 

represented market purchases. This $8. 2 billions must 

be charg6d as indirect participation in t he dr ive and , 

in addition, bank loans on Government securities increased 

by $1. 4 billions during the period, provi ding $9.6 billions 

for bank participation. On this basis $12 billions of 

drive funds may be credited to ~on-bank investors . This 

compares with $12. 2 billions in the Fifth War Loan, when 

total sales were somewhat smaller , but when bank partici­

pation was also smaller. 

There is no doubt , therefore , that the amount of 

indirect bank participation has been a very large factor 

in our war loans. You may recal l that this question was 

raised in your office when plans were being made for the 

Sixth War Loan. At that time it was pointed out that the 

large amount of switching involved in the war loans was 

likely to result in some criticism of the Treasury, but 

that on the other hand this type of financing offered a 

() safety device for the Treasury in case of upsets such as 

the imposition of munitions cutbacks with or without the 
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defeat of Germany. It was also noted that a certain 

amount of bank financing is necessary in any event and 

that indirect bank p articipation is one way to accomplish 

it. It was ultimately decided that it was better to risk 

the criticism than to give up the safety valve . 

A second and more fundamental question, however , is 

raised by the present criticism. This has to do with the 

amount of savings, and particularly those of individuals , 

which are being placed in currency and checking accounts 

rather than in Government securities . After allowing 

for savings in the form of life insurance, savings 

accounts , debt repayment , etc . , individuals have been 

placing only about half of their current savings in Federal 

securities while the other half has been placed in currency 

and checking accounts . The proportion was slightly above 

half in the Fourth 111d Fifth War Loan periods while pre­

liminary estimates indi cate that it was somewhat reduced 

to about 50 per cent in t he Sixth War Loan period . On 

the other hand , practically all of the new savings of other 

non-bank investor groups is being placed in Government 

securities rather than currency and checking accounts . 

~ .., 

V I 
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Figures on an annual basis are presented in the 

following table giving net absorption of Federal securities 

by individuals , other non-bank investors and by banks. 

It will be noted that net absorption by i nd.iviilual s in­

creased from $13 to $15 billions in 1944 as compared with 

1943 , while absorption by ot her non- bank i nvestors increased 

from $20 to $22 billions . Banks absorbed about the same 

amount of securities i n each of the three years notwith­

standing the f act that total borrowing increased in each 

year . 

Net Absorption of Federal Securities 
(In bi llions of dollars) 

Indivi duals • • . • . . • 
Other non-bank investors 
Total non-bank investors 

Banks • 
Total • 

• • • 

• • • • • • • 
• 

• • • • 

Calendar years 
1942 194~: 1944 
10 13 15 
14 20 22 
24 33 37 

24 24 25 
48 57 62 

The improvement is even greater when adjustments are made 

for borrowi ng f rom ban.ks reflected in an increase in the 

cash balance rather than to cover the deficit. On this 

basis bank borrowing, that is to cover the defi ci t, 

accounted for 42 per cent in 1942, 41 per cent in 1943, and 

31 per cent in 1944. 
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On the other hand , it must be remembered that in the 

calendar year 1944 there were three war loan drives as 

compareJ with two in 1943, and one in 1942. The improve­

ment in 1944 is thus partly artificial and cannot be 

repeated since we are unlikely ever again to have three 

drives within any 12 months ' period. 

The main question to be considered now is whether 

anything oan be done to improve t he record on borrowing. 

Large amounts of currency and checking accounts are 

undoubtedly needed and represent honest savines in a 

great many cases , even though some of the currency is used 

for illegal transactions . Some tightening up of the war 

loan program to achieve greater absorption of individuals' 

funds would undoubtedly be desirable. The need for t his 

is emphasized by the unprecedented volume of spending by 

consumers which bas occurred in recent months . Weaknesses 

in the stabilization program are apparently developing and 

require corrective action. One important step in t his 

direc.tion is to improve our results in selling bonds 

to individuals. other fields which you may wish to con­

sider relate to taxes, both in attempting to tighten up 

<:) tax evasion and in looking into the possibility of adding 

particular taxes to discoura&& excessive consumer spending. 
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As to the New York Times editorial , there is probably 

no purpose to be served in writing a reply. It is 

recommended that , if such a reply seems necessary, con­

sideration should be given to couching it in terms asking 

for suggestions and assistance rather than in trying to 

prove that their analysis was inaccurate . 

• 

.... 
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APPENDIX 

Revi ew of Articles and Editorials Criticising 
: Bank Participation i n Sixth War Loan . 

1. National City Bank Letter 

The National City Bank Letter of January 1945 

has a detailed anal ysis of Sixth War Loan re sults v;ith e. 

discuss ion of t he proportion of bank credit involved in 

the Loan. It is stated t hat in the months of November 

and December 1944 bank credit accounted fop 50 pe·r cent of 

the increase in the gross public debt. An estimate of 

( ) slightly more than $10 billions is gi ven, but , of ·course , 

this includes the limi ted purchases permitted banks for 

their time deposits . A 50 per cent proportion was also 

recorded in the months of June and July 1944 during the 

Fifth War Loen. Previously, the percentage had been loVIer 

in three per iods and higher in one . It is also pointed 

out that annual comparisons ar e more favorable , showing 

' 

0 

37 per cent estimated for the full calendar year 1944 as 

compared with 42 per cent in 1943 and 49 per cent in 1942. 

The article concludes with a discussion of t he "Neeq for 

More Effective Focus on Individual Subscriptions". The 

tone is constructive rather than antagonistic; and the 

... (' 
" l 
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general conclusion is that the individual part of the 

drive should perhaps be separated in order to concentrate 

attention on the need for individuals to save rather than 

to spend, and to invest as much as possible in rederal 

securities • . 

2. Monthly Review of t he Federal Reser.ve Bank of New York 

~ ., 

vi 

The January 1945 issue of the Monthly Review 

of the New York Federal Reserve Bank also contains a 

discussion of bank credit in the Sixth War Loan. It is 

stated that "it may be estimated that the expansion in 

bank holdings of Government securities and in loans on 

such securities in connection with the Sixth War Loan 

aggregated more than $9 billions." This report also states 

that "the estimate to which bank credit financed Sixth .var 

Loan subscriptions bas been somewhat greater, in relation 

to sales, than in the preceding drive. " 

Further details on t his analysis are available in a 

confidential memorandum prepared by the Federal Reserve 

Bank of New York, and sent to Mr. Bell by llr . Sproul. 

In this memorandum it is stated that the estimated "total 

bank credit in the Fifth drive was in excess of $10 billions, 
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or about 50 per cent of the money raised. When final 

figures are in it is expected that about the same or a 

larger portion of bank credi t will be reflected for the 

Sixth drive . " This report also make s the statement 

that the exclusion of commercial banks in recent drives 

"has been almost farcical ." 

3. New York Ti mes Editorial 

The New York Times editorial of January 14, 1945 , 

refers to the National City Bank study concluding t hat 

"With 1945 apparently destined to be a year of tighter 

civilian supplies , while the volume of Government spending 

is maintained at its wartime peak , we need a revision of 

our war- finance policy. Renewed efforts must be made to 

divert current earnings into war bonds and to reduce the 

dependence upon inflationary bank financing." 

4. The Gol dsmith Washington Letter 

The January 12, 1945 i ssue of the Goldsmi th 

Washington Letter states that "a continued large volume 

of indirect commerical bank financing during recent War 

Loan Drives is likely to lead to more serious consideration 

of possible chanees in Treasury financing methods during 

coming weeks. • Reference is made to some of the figures 
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given in the last Monthly Review of the Federal Reserve 

Bank of New York, including the estimate that bank credit 

accounted fo r more than $9 billions in the Si xth drive . 

Mention is made of the possibili ty that future drives will 

be limited to individuals in order t o curtail the large 

volume of indirect bank financing. 

5. The New York Journal of Commerce 

In an editorial on January 3, 1945, the New York 

Journal of Commerce refers to the fact that bank credit 

accounted fo r about half of the Sixth War Loan. It is also 

stated that "if the Administration really wants to raise 

money without producing a sharp rise of bank deposits in 

the procecs, it will be necessary to overhaul the machinery 

and methods of the ~ur loan drives t o assure that the money 

will come from corporate and individual investors, and 

not indirectly in large part from the banks , This will 

require , in particular, the sale of much larger amounts 

of Treasury securities to individual investors , who 

currently invest only a fraction of their new savings in 

Government obligations· 

/ ·)11, 
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Dear .u.-a 
I u aoD4111i thla noto to rou 111 o...endatlon 

ot the oooperatloa and aulatanao rolldorod b)' tbo 
Llaleoa Ottloor appolDtod b7 tbo 'Bili'Oall ot Aoro­
na•tloo to OQI' WoP PlD&Doo bl~taloa tor produotlon 
ot aoU011 ploturoa tor tbo Slxtb war Loan ooapa~. 

'ftle quiet oopablo aD4 ottlol•t II&DIIOP lD 
Wbiob tbla ott1oor1 ~lfttonant OI'OIIt LOonhauta, IJSD, 
pl.aDMd and o•pocllMG pro&&otlon ot tbo tUao na 
OlltatoD41D& 1D4ood. 

lD oddltlon, bo aoooopanlod • u4 oooo ••bora 
ot the WoP PlD&DOo Pl~lalon to o aorloa ot roaloaol 
aoloa ••UDi• 1n Ootobor, at whlob bo a4di'Ouod oDd 
bolpo4 to oraonlao tbo koJ tlla dlatrtbutora ot \be 
oOUDti'Jo 

818 WOPk ha8 OOD,Plblltod aotorlollJ to tho 
auoooaa ot ORJ" ottort ~1116 the Sl•tb war Looa 
Dl'1ft, aDCI " wCNld ooaaldor 1t o to~or 1D4ood \o 
boft b1a aula ,. to tbh Dapal"ttlont - tll~o war 
LoaD ._,.tpa. 

(l~t4} lle!U'7 

OSlhJniO aobll 

) 
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!lear Kenry: 

W , RANDOLPH DURO US 
:J!I WALL STttCCT 

NEW YO~" 

J a nuar y 16 , 1945 . 

~ony thanks for your nice note of Janunry 

12. You ma y be sure we oll took o good d ea l of pri de 

ond 81\ tisfocti on in t he perforllUlnce of t he oonka in 

the Sixth \'o ar [,oen , and you can count on their con-

tinued support. 

One thing I find i s bothering ever ybody is 

the manoo.:er ouestion, ~hich is steadily growin& more 

ncute . This emphasizes the impor tance of having the 

drlvo before vacation perio I' begin~, I.e a r e ull nlso 

IT&tchl~~~t with a good deal of anxiety the net~ msnpower 

rulinjl a , .. hich will influence our capsclty to perform; 

bu~ you can count on tha oonke' doing the best job 

of t~htch they ere capable. 

Sincerely yours, 

Honorable Henry !lot'!'en~hau , J r. , 
Secretary of the Treasury, 
Yiftehington , D. C. 

~-
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Januaey 16, 1~ 

Dur Randolph : 

Thank rou for your letter of January 11th. 
Now that we haTe eo m&nT alllion people owning 
Go•ernment Bonde ther are tak.1ng a real 1ntereat 
in their Go•ernment, and the re-action you aent 
~· f rom a banker ln Pennarl•anla doean' t aurpriae 
me beoauae we ha• • had aimllar complaint• about 
the oanoelllng of red etampa b7 the OP!. 

Personallr, I am delighted to hear from~ 
etookholdera. 

With kind regarde, 

)(r. W. Randolph Burgeu, 
66 Wall Street, 
lew York, lew York. 

Sincerelr roura, 
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W RANOOL.PH &uROESS 

05 WAl,.l,. STIIII CC'T 

NCW YOfltJ!. 

Janu:>ry ll , 191,5 

Dear Henry: 

Thought you 7/0u ld bo intcrestee in a curious r eoponso 

:;e !lave had !'rom a banker in PoMsylvunia . I don ' t think it is 

to be taken very seriously 1 but it C:oes ~boT. llo" t he peo;•le are 

ooa:etices affected bv -ovcrMont action. 

•rou lllight be interes ted in knol'ling " reaction 1lhich we are 

feeline since the OPA conceled r ed and blue points Vlhich they 

had definitely promised would be good i n , efinitely. 

11Tbe people are sayinz , 1\'.hy buy sovernment bonds , if the 

government can cancel points which they say rlll be good 

indefinitel y , why can they not cancel the bonds which they 

are sollinel' n 

Hon . Henr y IJorgenthau, Jr . 
Secretary of the Treasury 
~la shintton , D. c. 

Sincerel y yours, 
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TREASURY DEPARTMENT 
WASHINGTON 25 

January 16, 1945 
To: Secretary Morgenthau 

From : J . w. Pehle 

The fo llowi ng is a summary of signi f i cant develop­
ments in the Surplus Property and Procurement offices for 
the week ending Janua ry 6, 1945 : 

Surplus Property: 

The State of Washington has agreed to purchase 
a quantit y of sur pl us shotBUns for $22,375. These shot­
guns will be used to arm the State Guard . 

150, 000 rolls of sur plus rubber tape and approxi­
mately $50, 000 wor th of sur plus plastic tape are be ing 
offered to federal agenc ies . This mat eria l is extremely 
scarce . 

Last minute wit hdra"als by the Army reduced the 
n~~ber of available surplus flashlight bat teries f r om 
22 , 000, 000 to 13, 700, 000. The batteries were offered to 
persons normally pur chasing bat ter ies on a wholesale basi s 
at 5! cents each and to per sons normally purchasing on a 
retail bas i s at 6! cents each . 

We are undertaking a study to determine whether 
chain s tore systems , mail order houses and similar 
establis~~ents are to be considered as whol esalers, 
retailer s , or as constituting some intermedi at e level 
of trade . 
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The Ansco Divisi on of General Aniline and Fi lm 
Corporation has r epor ted t hat their manpower and space 
situation is such that it will be impossi ble for them 
to undertake t he inspection of surplus photographic film 

r 
'I 

to ascertain its usability . Standard Brands , Inc . , which 
has been in the photographic supply business since 1939 , 
indicated that it might be possible for it to make the 
test s , using the equipment which it normally used to test 
film purchased by it for di stribution from DuPont company . 
Efforts are also being made to ascertain whether any govern­
nent laborator y or t he Eastman Kodak Company is equipped 
and prepared to make the tests . 

Plans are being formulated for t he sale of 10 ,000 
pigeons al ready declared survlus , and 3, 000 additional 
pigeons whic~ are expected to be declared surplus shortly . 

Sales of surplus Army dobs have actually begun , 
and dogs are now being shipped from Fort Robinson to 
their new owners . 

Approximatel y 900 items of construction and farm 
machinery were sold at a spot sale at Kearney, Nebr aska . 
Notices of sale were sent to appr oximately 1500 deal ers , 
and 185 pr ospective purchasers attended the sale . The 
prices received for t he 900 items sold seemed to be in 
accord with the present mar ket . 

We are collaborating with OPA on a pl an to be con­
sidered by Navy , whereby their used tire inspection methods 
will be r evised so t hat t he Navy w111 not scrap tires which 
ar e r epair able for civilian use . 

Thirty Mack t r ucks of forty-ton capacity, which had 
been or der ed by t he British and then decl ared surplus , have 
been sold t o the Navy . This type of truck i s suitable for 
off- the- hi ghway usage onl y, s ince they are too lar ge to be 
used on highways . 
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He have completed the sal e of 248 bus bodies which 
have been stored near Port Morris , New Jersey, for about 
two and one- half years . These bus bodies were originally 
purchased !or the Chinese Government . 

CG 

About eighty carloads of automot ive parts are bei ng 
sold as a result of advertisement in the Surplus Reporter . 
The disposition of this property has been a problem since 
last Spring . 

He are pl acing on sale 500, 000 large size and 
27, 900 ,000 small size Carlisle bandages which are in our 
Cincinnati Region . These bandages have received nation­
wide publicity and bids are scheduled to be opened at 
Cincinnati on January 27 . 

. - ~s a result of a meeting with r epresentatives of 
the Reconstruction Finance Corporation and the Rubber 
Reserve Corporation , it was deCided that any request s by 
these two agencies for assistance in the disposal of scrap 
rubber will be referred to the Automotive Division of t r.e 
Office of Surplus Pro~erty, and that all reclai~ed rubber 
will be r e{;araed as crude rubber and its sale will be 
handled by the Rubber Reserve Corporation . A request to 
the Surplus Property Board for a change in the ass i gnment 
of surpl us reclaimed rubber is being prepared. 

He conferred with representatives of mechanical 
rubber ~oods industries regarding the di sposition of the 
present fro~en inventory of this commodity , valued at 
approximately one mi llion dollars , plus the additional 
Army Air Services inventories , amounting to approximately 
five to ten million dollars, which will be declared to us 
soon . Since these rubber products are largely in airplane 
factories throughout the country, arrangements are being 
made for an inspection trip by_representatives of the Army 

Air Services , the rubber goods industry and Treasury Procurement 
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Our inventory of WAC hats in Atlanta is being 
publicized by Life Magazine . Lily Dache , famous hat 
desi gner, will tri '!! a few of t hese hats for L11'e to 
photograph , showing how these can be made into fashion­
able millinery. 

A letter was transmitted t o Co~onel D. N. Hauseman 
of the Readjustment Division of the War Department , con­
fi rming the fact that t he \~ar Department will handle t he 
di sposal of surplus property in the Canal zone , and re­
questi ng that the War Depart,ent terr.porarily handle the 
disposals in the t:awa11an Islands until the matter can 
be r evi ewed completely by the Surplus Property Board . 

The Army monthly progress r eport indicated that 
during November $34, 909 ,000 worth of pr operty was declared 
as sur pl us , but that withdr awals amounted to :(;10, 936,000 . 
Consequently, net declarations of surplus amounted to 
$23, 973, 000. 

Total di sposals by the Depar~ent for the month or· 
December amounted to Sl2, 105,857. Acqusitions during the 
month t otalled $17, 380, 592 . As or December 31, our in­
ventory balances amounted to $71 ,114,892. 

The Army Service For ces have issued instructions 
t hat no changes are to be made ln t he physical character 
of pr operty which has been declar ed surpl us . This is of 
the utmost importance in view of the widespread practice 
of removi ng tires , parts , tools, etc . In the future, if it 
i s necessary for the Army to r ecapture any such items , the 
property will be r edeclared with a new description . 

Popular Science Magazine is offering a prize of $200 
for the best suggestions as to how to convert to civi lian 
uses items intended for military use . The publishers sub­
mitted t o us tor our consideration the copy t o be used in 
connection With this contest . 
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As a r esult of a sur pl us pr operty exhibition at 
the Chicago Mer chandising Mart , the Chi cago Chamber of 
Com~erce has r equested 10 ,000 copies of our pamphlet 
"How to Buy Surplus Consu;ner s ' Goods . " 

After givinf the mat ter full consi derati on , we · 
have decided not to accept the SU£gestion of Admiral 
Suck t hat t he Treasur y del egate to the Navy Depart ment 
the job of solicit ing bids on mer chand i s e decl ar ed 
sur plus by t he Navy . 

Pr ocur ement : 

Pur chases for t he week totalled ~27, 032 , 041.57, 
$26 , 700 ,000 of which was for Lend-Lease (schedule at tached ), 
and $332,041 .57 for regul ar purchases . 

We have received a r equisiti on f or 24, 500 vla l s 
(approxi~ately 2! tons ) of typhus vaccine to be used in 
irrnunizi ng Chinese civil ians . 

He have also r eceived a requisition for 10,000 
trucks and spar e parts for China . This contract will 
exceed $41,000,000 i n value , and deliver y wi l l start in 
March 1945 , at the r ate of 1, 000 t r ucks per month. 

our unusual purchases for the week inc luded medical 
kits and bulk medi cines t o be dis tributed by t he Inter ­
nat ional Red Cr oss t o pr isoners of war and hospi tal s in 
Germany and Ger man- occupi ed t erri to ry ; 65 tons or Cuban 
mahogany logs for use in the producti on of r oller s r e­
quired in t he flax spi nning i ndust ry in Nor th Ireland ; 
240 ,000 ,000 square feet of cot ton batt insula tion for use 
by the Br itish i n constructing tempor ary housing f or bombed­
out civili ans ; and 1,000, 000 paper board boxes f or the OPA 
which will be used by banks in di stributing r ood tokens t o 
grocery stor es , etc . 

Regraded Unclassified



0 

• 

- 6 -

carl oadings of Lend-Lease materials for the week 
totalled 3,215 cars . 

The Canadian Industries , Ltd. has made an offer 
of 10 cents each for about 65 , 000 nylon yar n bobbins on 
hand at Martinsville, Virgin ia . Inasmuch as they cost 
$403. 86 per 1,000, a counter offer has been made to sel l 
them for $302 .90 per 1, 000 f . o. b. Martinsv ille , Virginia . 

The Price Adjustment Boar d approved the disposal 
of inventories on twelve contracts . 

~e r ecovered $99, 000 as excessi ve profits on two 
contracts . 

Administration: 

Adequate personnel in the lower posi tions is con­
tinuing to be a major pr obl em and arrangements have been 
completed with t he Depar tment and with t he Civil Ser vice 
Comrr.iss ion for field recruiting to fill existing vacancies . 

Plans are underway to secure addi tional space for 
t he Procurement Division and a r equest has been made for 
space being vacated by Foreien Funds Control . 

We have completed for the Investigator for the House 
Appropriations Committee an analysis and a r eport on communi­
cations, t r avel expenditures and budget estimates applicabl e 
for fiscal years 1940 to 1944 for all appropriations , as 
well as a report on frank mail for the fiscal years 1945 
and 1946 . 

Basic man- year data has been compiled for use in 
connection with the budget submission for t he Lend- Lease 
appropriati on f or the 1946 fiscal year . ~~ 
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Allocations 

Requisi tions 
in Purchase 

Requisitions not 
Cl eared by W.P.B. 

Obligat ions 
(Purchases) 

Deliver ies to Foreign 
Governments at U. S. 
Ports• 

LRND- I.IW·iE 
T~A!:iURY DE!'ART • .r..tiT, PROCURE!&NT DIVISION 

S'I'A'l'~.~NT OF A.LLOCA'l'IU'i:>, OBLI GATIONS (.I'URCHAS.tS) AND 
DELIVl!Rlt::> ·ru r'OJU.IGN GOV.I:.HN!OOiTS AT U. S. PORTS 

AS OF JANUARY 6, 1~45 
( In Millions of Dollars) 

Tot al U. K. Russia 

t5\ll4.4 
5B76.4) 

t2ti:G8.0 
~628.0) 

f:G457 .3 
:G457 .3) 

f 170.3 f 39.8 f 24.1 
161.1) 28. 5) 33 .8) 

$ B8.2 f 18.2 $ 52.0 
( 94. 7) 18.4) ( 51.3) 

f4477.5 
4450.8) 

~2060.4 
2057. 5) 

f 1947. 7 
1931.8) 

$2776.2 
(2757.1) 

fl568.9 
1562.8) 

$1126.1 
(1113.1) 

China --
flti5 .9 
1~3.9) 

f .a 
1.1) 

$ .4 
( .5) 

f 69 .2 
68 .4) 

$ 25. 7 
( 25.7) 

Administrative Miscell aneous & 
~xpenses Undistributed 

$17.2 $646.0 
(17.2) (640. 0) 

$16.1 
(15. 6) 

'105.6 
( 97. 7) 

$ 17.6 
( 24 .5) 

$384.1 
(377. 5) 

~ 55.5 
( 55 .5) 

• Deliver ies to foreign governments at u. s. Ports do not include the tonnage that i s 
either i n st orage, "in- transit" storage, or in t he port area t'or wnich actual receipt s 
have not been received from the foreign governments . 

Note: Figures in parentheses are t hose shown on report of December ~0, 1944. 
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.Janu17 16, 1N5 

MJ dear Lieutenant Putaellt 

Thank you for your l etter of January lSth. 
I all returning to rou herewith the enTelope in 
which you aent ae thh letter. You will note 
that thia enTelope 1n no war indicates that the 
inforaation contained therein ia •restricted•. 
Conaequentl7l it was opened in the regular 
Treuur, ui rooaf and I don 't know how IIWl1 
people haTe read i~. 

I thought you would like to know this so 
that you oan ·take the neoea1ary precaution• 
in sending me future confidential material. 

Sincer el7 your•. 

Lieutenant (j.,.) Edwin J. Putaell, Jr., 
Oftioe of Stra egio St"1otl, 
Wuh1qton 25, D.C. 
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• TREAS URY DEPARTMENT 

INTER OFFICB COMMUNICATION 

TO Secretary Morgenthau 

FBOit t!r . O' Connell 

Date 
Jan. 16, 1945 

In the course of the debate followi ng Senator 
Wheeler's prepared speech in the Senate yesterday on 
foreign policy, be repeated his charge that the 
"Morgenthau plan" and policy of unconditi onal surrender. 
were costing thousands of American lives . 

Specifically, Senator Wheeler said: 

"It is inconceivable to me that the American 
people would t olerate for one moment any 
such brutal and savage proposals as those 
designed by Secretary lf.orgent hau for the 
ultimate treatment of the German people or 
the German nation. * * * What I believe is 
that for the United States Government to 
permit t he conti nued use of the basic pro­
posals contained in t he Mor~enthau 'brain 
child ' as representing Amer1ca's ultimate 
war and peace aim would cost thousands upon 
thousands of American lives, as well as t he 
lives of our allies . 

"h~ . President, I have read a letter 
from a soldier boy in France which he had 
written to his uncle , a Texas businessman. 
* * * In it t he boy said, in effect, ' The 
demand for unconditional surrender and 
Morgenthau' s statement are making these 
Heinies fight like hell from ditch to ditch.' 
A soldler, recently retu.rned from Italy, who 
was in my office the other day told me 
practically the same thing . " (Cong. Rec . , 
page 254. ) · 

At another point , Senator Wheeler again referred 
to the letter from the soldier to hia uncle in Texas and 
conti nued: 

Regraded Unclassified



- 2 -

"As I said a moment ago , an Ar~ officer 
who recently came into my office , and who 
had been in Italy, told me almost exactly 
the same t hing. I have also tal ked wi th 
high rankin* officers who made similar 
statements . (Cong. Rec., page 261 . ) 

Senator Wheeler also referred to i nformation he 
had received t hat "our Treasury Department has refused 
to 1 unfreeze' sufficient Finni sh funds in this country 
to enabl e her to pay a note on he r indebtedness aris ing 
out of the last war, because for some strange reason 
such an act would play havoc with rtussia's intention 
to integrate the economy of Fi nland with that of the 
Soviet Union . " (Cong. Rec., page 258 . ) 
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Treasury Department " •· 
Division of Monetary Research 

To: Secretary ~orsenthau 

' [, 

You lr.!l~· b'l 1ntnt.,stcd i n r eadin& 

this . 

H.D.W. 

liB. WHITE 
Branch 2058 - Room 214-1/2 
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Treasury Dtptrtm•nt 
Di vis ion or Monetary Research 

To : !Jr. White 

From: Mr. Friedman 

~ . 

1. You will be inter ested to k:naw that in the 
reorgaldzation of the State Department the key­
posts tor the determination o! Far Bastern poliq 
are being given t o men who (a) believe that 
agreement between tha U, s. and pre-.r Japan 
waa possible, (b) f eel that war with Japan was 
unnecessary am caused mainly by our •sentimental" 
attitude to11'8l'da China, and (o) desired a strong 
Japan and a weak China, 

2. These men are (a) Undersecretary Gr8'11'1 
(b) Ur. Joseph Ba.lantine, who is baing made 
Director ot the attica of Far Ea4tern .U!a1re1 
aod (c) llr. Eugene DoaDan, b si atant Director . 

3 . These are the a811 who wUl. be in charge ot 
Stata Departant policy on tha Far Ea4t wben 1b e 
fate ot China and Japan are being decided at tha 
Peace Conference . 'lith such aen in ruling posts 
it does not seem Ukel)' that aut ticient voice 
will be gl.ven to the illlportanca of China and to 
the necessity ot building up China as the 
stabilizing country in the Pacific Area. 
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MY dear General Rudenko: 

Thank you very much for your letter ot 
January 9th which baa just reached me. 

I also want to thank rou for bringing 
this matter to ~ attention, and I would be 
vary pleased if you would cal l on me and give 
me an opportunity to go over this situation 
with you in full detail . Uay I suggest that 
you phone Df ottice for an appointment. 

Sincerely yours, 

(6tgnelll} H Mom .. ntllau, Jr, 

Lt. General L. G. Rudenko, Chalraan, 
Govern.ent Purohaaing Comaiaaion ot the 

Soviet Union in the U.S.A., 
3856 16th Street, K.W., 
Waabln,ton, D.C. 
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JAN 1 ti 1945 

VT dear Ill' • (rug : 

I aa encloal, a copy ot a latter addreaaed to 
• by Lt. General • G. Rudenko1 Cball'llaJI Govern­
•nt PurchaalJIC Co.iaaion ot tht SoTiet Union in 
tha u. s. !., relative to indioated delaya in the 
deliveJ"Y ot equipaent required tor thei r oil re­
tlner7 procraa, alao a oop7 ot a letter which I 
lll'ote to Ill'. Lto T. Crowlq, !dainiatrator, Foreip 
lconoaio !dailliatration, Ul'ging that a higher 
P,ioritr ~ granted aa requeattd by General Rudtnko 
to overco.e the di!!ioultiea. 

I would appreciate your active intereat in thia 
•tter. 

'". Jb.. J • A. JCrua 
Chair MD 

Sincerely, 

(Signecll H. Morgenthau, Jr. 

li11117 llorgenthau, Jr. 
SeoretaJ"Y ot Treaaur,r 

War Production Boara 
.. hlnctoa 25, D. c. 

\ 

c .. ..,. .. 

-
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J~tt 1 fi 1945 

loly dear Leo: 

The attached copy or u latter addressed to me by 
Lt. General L. G. Rudenko, Chairman, Government l~r­
chaeing Commission or the Soviet Union in the u. s. A. 
empbaeizee the need tor an assignment of u higher 
preference rating tor oil refinery equipment in oraer 
to accomplish delivery by June JO, 1945. I understand 
tbet certain equi pment will not be delivered until 
erter June JO, end that the hA-l priority presently 
oeelgned i a ineutt1o1ent to accor.plleb a better com­
pletion date. The conthly progress report submitted 
by the contr actor, B. B. Badger & Sons Cocpany, or which 
your agency hua copies , will provide the detailed in­
f ormation. Under the circumstances, I urge that steps 
he taken to obtain the necessary priority ratings aa 
requested by General Rudenko. 

Mr. Leo T. Crowley 
Adlllinletrator 

Sincerely, 

1811_,) H. Morganthau, Jt. 

Henry Korgenthau, Jr. 
Secretary or Treasury 

Foreign Economic Administration 
Washington 25, D. C. 

CD&aolc/ll'tT 
1-15-45 
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January 9, 19~5 

The Honorable Henry Uorgenthau, Jr. 
Secretary or the Treasury 
Rooa 280 
U&in Treasury Building 
Washington, D.C. 

l.ty dear tlr. Uorgenthau, 

SUBJJ.JCT• Procurement ot equipment for 
extension to Retinories No. ~ 
and 1/o. 4 under Lend- Lea ... 
Fourth Protocol -

AI you are aware the E. D. Badger & Sons Company, under the terms 
of U. S. Treasury Deportment Contract DA-TPS 17000, has-been dosicning and 
purchaaing equipr.>ent for extoneions to Refineries No. 3 and llo . 4 supplied 
to tho U.s.s.R. under the Second Protocol, 

Our requisi~ion tor thie extension which was presented to tho 
Foreign Economic Adoinistration on llaroh 14, 1944 was approved by the Pre­
aident•e Protocol Cocmittee on April 5, 1944, Since that date the Procure· 
mnt Diviaion of the Treaaury Departaent has been supervisint; t hh job. We 
are compelled to say that the pro~·· or thia job has been hi&hly uneatie­
taotory. 

After the requisition had been approved there waa a lapee of three 
montha before the contract between the Treasury Procurement and E. B. Badger 
& Son• Company was actually ligned, i . e. June 30, 1944. After June 30, when 
the contract waa finally signed, the progress of engineering, drafting, and 
purohaaing wore constantly behi nd sohedule despite all promisee given ua by 
various U. s . Government Agencies and E. B. Badger & Sons CoMpany. 

According to Progreu Report f30 aubmitted by l.lr. Brant HolN, the 
etatue of the Project as authoriasd by Requisition• R- B888, R- 8889, and 
R-8890 up to January 1 , 1945, wae •• tollowe r 
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n>o Ho11.0rablo U.nry llorgonthau. Jr. J&Duory 9, 1946 

Percentage or 
l'hau of Work oomplation 1a Percentage ot 

tonu ot Pl&D actual coaplotion 
or "Par" 

1 . Prooooo Engineering 99 97 

2. Engineering &DdDr~tiJll: 85 66 

3. Purohaeing 100 76. 7 

•• Shipping 0 0 

The apparent lag of tho ourveo repreoenting actual engineering and 

purchuing behind their "Par"" grapho &ivea rise to apprebenoiono about ... eting 

the deadline tor tho ohipment of all equip,.,nt and -terial by Juno so. 1946. 

Adding to our concern io tho fact that delivery dates aet for a good many of 

equipment items ordered, extend beyond June 30, 1945. 

In view of tho above , aay we reopoottully roqueet that you authorito 

taking ot clue mouureo to help toward the recovery ot tho aforementioned lag 

completing tho job within tho limito or the Fourth Protocol period, i . e. up 

to Juno 30, 1945, and aaaicn a higher preference rating to tho project under 

conai.deration. 

Your kind peroonal attention to thio aattor will be highly appro-

cia t ed. 

cc • • 

Sincerely youro, 

Lt. General L. G. Rudonko 
Chairman 

»Ljor General John Y. York, Jr . 
llr o Williaa t. Baott 
Major General C. v. -.oaon 
l!r . Clifton E. Mack 
Jlr , C. So Snodgruo 
llro Eo B. Badger 

t 
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TREASURY DEPARTMENT 

WASHINGTON 

January 16 , 1945 
MEMORANDUM TO THE SECRETARY: 

SUBJECT: Russi an Refinery Program 

Refineries No . 3 and No . 4 of this program are now undergoing 
erection in Russia, and the latest progress report of December 1944, 
shows Ref inery No . 3 to be 48% complete and Refinery No . 4 21% com­
plete. 

Equipment for the expansion of t he se refineries, which in no 
way would interfere or cause any delay in the erection of Refineries 
3 and 4, was requisitioned ~y the Russians as follows: 

Requisition No. R-8888, dated !,iarch 14, 1944, estimated value 
$26, 635, 000, no specific delivery requirement . 

Requisition No . R-8889, dated !!,arch 30, 1944, estimated value 
$50,000 .00, delivery specified after July 1, 1944. 

Requisiti on No. R-8890, dated April 10, 1944, estimated value 
$~0,000 .00 , no specif ic delivery requirement. 

These requisi tions were received from the Foreign Economic 
Administration April 25, 1944. 

War Production Board cleared requis itions to us with an AA-1 
priority on !lAy 12, 1944. 

After receipt of requisitions negotiations were begun with 
E. B. Badger & Sons Company for a fee based on the increased work. 
E. B. Badger & Sons Company asked fo r a fee of $3,300,000 which nas 
regarded as excessive . During the period of negotiation with Badger, 
we found i t necessary to make an· audit of their books relative to 
determining t he various factors entering into their fee negotiat ion, 
and as a result of this audit , the requested fee was reduced to 
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Memorandum to the Secretary - Page 2 -

J4 

$1,877,417 .00 . 

On May 24, 1944 , E. B. Badger & Sone Company was authorized i n writing to pr oceed immediately with the purchase of long- term delivery equipment totaling $4, 200,000 . 

Contract was formall y approved June 30, 1944. 

During July 1944, E. B. Badger & Sons Company prepared an estimate showing June 30, 1945, deliveries based on manufacturing conditions as they existed as of that period. 

Progress report s indicated laxity on the part of the E. B. Badger & Sons Company. 

Under date of November 15, 1944, a letter was directed t o E. B. Badger, President of the Company, asking that the ent ire work be speeded 
up . Mr . Badger and his Chief Engineer visited this office as a result of this letter . Mr . Badger agreed to step up work within his 01'111 organ­ization. 

As a further result of this meeting War Production Board was con­tacted and they arranged to have representatives of the various industry branches of .War Production Board visit the plants where the equipment was be ing manufactured i n an effor t t o re-arrange shop schedules. 

In some cases t hey were successful in making this re-arrangement . In others higher pr iorities would be required . 

At the present time the only items scheduled for delivery after June 30, are the turbo Comfressors and generators and certain t ube 
elements for the Houdry un1ts. 

Under date of January 12, 1945, Major General C. M. Wesson, 
Dir ector of the Division of Soviet Supfly, Foreign Economic Administra­tion, was asked by l etter to give cons1deration to the application of a higher priority rating or di rective for t his job. · · 

The Governm111t Purchasing Commission of the Soviet Union in the U.S.A. has feraonnel assigned in the office of E. B. Badger & Sons Company. Tb1s group is in constant contact with t he job, knows of its progress and is furnished monthly with a copy of the progress report. 
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WoruUon roceivod up to 10 •·• · 1 16th JonuorJ1 1945, 

Jam 

1. HQf= J•~· lSth. One or H. M. Escor t Corriors was cined or 
torr.doe oft; Clyde and reached Greenock today tn tow , Norwegian 
tan or also damaaed this area where 1ntans1ve U-boet hunt now 1n pro­
gros3. £-boa ts very aet ive off Cromer and in Scheldt Approaches 
last night, LST Convoy attacked early t his morning and one ship hit , 

2. £~{~X AITAcgs ~N SijiPeJ!!Jl• 8181 ton tanker tor pedoed or mined 
off Hol y ood and el eved sunk with 70 missing , A S835 ton ship in 
coastal convoy mined and sunk orr Humber, 3 ships repor ted torpedoed 
yesterday orr Halifax now i dantifiod as 8779 t on tanker, 6985 ton 
tanker , both sunk, and a u.s. 71?6 ton ship in tow, 

NILITARX 

). WESTERN FflONf· Saar Area, s .w. or Karlsruhe . Fier ce fighting 
eont1nuoa round v1 lagos Ri ttershoten and Hatten . and our troops now 
domlnoto road joining these villages , South ond west or Ardennes 
oalient• ~d O.s . A~y has made progress north ond east or Bastogno 
while to west of town eopping up continues 1n conjunction with British 
troops th1a aector , North ot Ardennes sal1entJ &ood progress ~de 
all olonc front where on right important rood centro• or Bovigny and 
Cherain now reported in our hands while on loft u .s . troops attacked 
and cleared Faymonville at 0300 hours yostordoy and are advancing 
southwards . 

4, ~. 14th, Considerable rebel opposition continued to be 
met north ot Atalonte and south of Lamia . 

5. ~. Arakan seetora resistance stiffening Myobon Peninsula, 
but inarc&tions enemy withdrawing N.E. whilo enemy defence north of 
Ponnog_yun reported to be more o.ggressivo. ContrAl Burma : troops of 
British Division have r eached Sadaun.g, 30 m1los south of Shwebo and 
2S milee N. w, or Mandal ay, 

•~~~~~~~oD~~~:~::~;:lroport capture of Kielea and 400 other 
P• ••••• 28 miles li.W. of Cracow, In Bwlapest 
area they West Stat1ona ond further sUght 
advances N claims failure of 
Russian attempts to and also states 
opentnc of expected offensive areas 1n 50 mile 
stretch north or Warsaw. 

7, JESTEBN PHQNI. Night l4th/lSth. 1209 oiroralt (1? missing) des­
pctched• Maroeburg (Leuna) Synthetic Oil 588 (2204 tons) , Grevenbroich 
(S .W. OUsaeldorf) Marshalling Yard lSl (366 tona) , OUlcen (S .W. Munster 
~·uol depot ll5 (299 tons ) 1 Berlin 83 1 Seaminins 311 other operati ons 
241, 15th, Escorted Bomber Command heevy bombers 140 attacked 
Pochum, 2 benzol plants (282 tOns) and Rooklinchausen (376 tons) , 
Jombing believed concentr ated. 619 eecortod U.S. heavy b.~bers (2 
missing) bombod railway centr es Prvitadt (238 tons) Freiburc (23$ ton• > 
hugsburg (608 tons) , bombing through cloud. results unobserved, Enemy 
<.oaualt1ea 210!0 in combat and l210lll on sround for loss of 5 fighters 
or whioh 3 bel eved sore, SHAEF lA r , in northern sector bad woather 
r• svented operations , but in south 61 tighter• (4 mUsing) It tacked 
railway tarcets in Central and Southern sectors , destroying or dam­
aging 9 lococot1ves1 369 railway wagons, 181 WT ond cutting railways 
,n 41 places , Coastal Col:ll:land • 16 llosqUl.tooa (5 missing) &tacked 
sh1pp1nc Lervik (Norway) leaving 3 vessels on tiro. 

8. M!QITEftRAN'E&N. 14th, Bad weather virtually cancelled all opera-
t 1 ~. 

9 , ~. 13th, 67 Liberators attockod bo111 Man4aloy and Sa&•ln& 
221 tons wi t h cood r esults. 

HOQ SECURITY 

Rf £o 7 ~ 16th. ROCKETS . Two incidontt reported; 
1 t 1St~6th. Three incidents report ed< Regraded Unclassified
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GROUP 

Present: Mr. D. II. Bell 
!lr. Gaston 
llr . White 
Mr. O' Connell 
lr:r. Blough 
l!.r. Pehle 
!.!r. Luxford 
U:r. DuBois 
Mr. C. S. Bell 
.llr. Coyne 
Mrs. Klotz 

January 17, 1945 
9 :45 a.m. 

H.AI.JR: Senator Pepper--eomebodJ' tell tblm y;hat 
happened. Harry? 

MR. WHirE : Joe said that is the best job we have 
seen you do in a long time . The Secretary gave Senator 
Pepper a thumbnail sketch in about three-quarters of an 
hour of why the Treasury' s position is what it is with 
respect to Germany, and a bit of the history, and the 
next position of the various forces which are moving in 
various directions. Senator Pepper expressed canplete 
agreement with what the Secretary said and said he was 
extremely happy to learn that . He said it was amazing 
how much misunderstanding, misinformation, and ignorance 
there is about it. If people had known w~at t he Secretary 
aaid, it woul d put a different face on it. I thought it 
was a very convincing job. 

Now, whether--! think Pepper probably felt that way 
to begin with--I don't know whether he was convinced, 
but when he said he wa s through be said he was in thorough 
accord. He made the statement that Senator iheeler is 
doubtless becoming the leader of the opposition of the 
Acmrlniatration in fnor of a soft peace for Gel'lhany, in 
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favor of a strong Germ~ny, and that the various tactics 
he is undertaking now are merely paving the way for him . 

MR. O' CONNELL: He didn't emphasize it, but it is 
certainly a fact t hat he is a very effective fighter , 
and that he is by no stretch of the imagination a liberal, 
but he is very adroit st taking the lead in causes in 
which he can get enough support, so as a leader of the 
cause, even though it would not be successful, he can 
be out in front and keep his name in front of the people, 
and all that sort of thing. There is no question but 
~hat »r. Wheeler is a very effective and dirty fighter, 
and I am sure he agrees on this . 

H. !.!. JR: What he said he is going to try to do ia 
take Wheeler as leader of the soft peace and put him on 
the defensrve . He is going to try to do that . 

MR. O'CONNELL: I forgot to tell you, but yesterday 
he remarked he was very annoyed by both Senator Barkley 
and Senator Connally because they both tried to talk 
Senator Pepper out of making any response to Senator 
Wheeler, and I think a better face could be put on 
their motive than Senator Pepper did. I think they 
probably would say they felt the best ~ay to treat that 
was to minimize it . 

Pepper seemed to feel their motive was a little 
different because he coupled the fact that they tried to 
prevent hiw from speaking in response to Wheeler to the 
fact they went over and fraternized with Senator Wheeler 
while Pepper was making the speech. He wes very angry 
with both Barkley and Connally . 

H.M.JR: I didn't read the record, but Mrs . Morgenthau 
reed the whole record, and she said Senator Lucas kept 
sa1ing while the Senator was talking--

YR. GASTON: He said at one point, "I agree with you 
there that Mr. Yorgenthau's statement was baa. • 

YR. O' CONNELL: He said, "I agree Mr. Korgenthau' a 
statement was unfortunate, • but before that he t ook 
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definite issue with Rbeeler. In the next paragraph, for 
inatance, he wade t he statement he had run for Senator in 
Illinois on the basis of unconditi onal surrender, and he 
had won handily in a State which was supposed to be 
more isolationist than interventionist, and he felt 
~beeler was on t he wrong si de arguing unconditional 
surrender. 

H.M. JR : I didn' t ask anybody' & advice about wanting 
to see Pepper about what I wanted to say, because too 
many people constantly try to make me, Secretary of the 
Treasury-- nobody knew what I was goi ng to s~ any more 
than when I SBW the bankers the other day. But I just 
wasn't going to give anybody a chance to tie me--what 
do they call it? 

you . 

MR. GASTON : Hobble. 

MR. WHITE : Hog-tied might be more appropriate. 

H.1;. JR: But it wouldn't be kosher. (Laughter) 

You have to wait. The Senate still hast o vote on 

MR. \'A!ITE : I can't keep it in. 

H.M. JR: I don't know why. Incidentally, you asked 
me about the invitation to the Inaugural. Mrs. Morgenthau 
said this morning that a yellow franked envelope came and 
she was about to throw it away. It came from Harry Byrd, 
and was an invitation to the Inaugural. She said she 
almost threw it away. It was one of these yellow envelopes, 
second class mail. I t hought I would tell you, Dan . I 
get invited to the Inaugural b,y Harry Byrd, which I think 
is very amusing. I think you ahould call up your wife. 

MR. D. W. BELL: I wasn't worried about it; I just 
didn't want to burst into the Inaugural ceremony after 
church services. 

H.M.JR: It is a most unusual way, but that is the 
way it is. 
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~fR. LUXFORD: Might it not be a good idea for aaneone 
to speak to l.u caa and straighten him out on the record. 

MR. O' CONNELL : Her bert and I talked a bout that yester­
qsy . I think a~ebody ought to talk to Lucas . 

H .~ . JR : Joe was very successful yesterday. Would 
you mind doing it again? 

MR. O'CONNELL: I have to be there today, and I 
might try to find Lucas. We talked to Pepper . 

H.ll .JR: As a result of your going to Pepper, Pepper 
came dolm, I geve him a peppery talk, end he li stened, 
so I think if you do Lucaa--

l:R. 0 ' C<XlNELL: All r ight . 

H.M. JR: We have just got to--from what you say, I 
don't think there would be any use of my talking to 
Barkley; he is aware of the conversation, the echoes . 
But I think Lucas has always been pretty good. 

AIR. O'CONNELL: Yes . I would like t o talk to 
Lucas on thaL point . 

H .~! . JR: You leave ,.,hen you f eel like it . 

MR. GASTON: Dan, Lucas is a pretty good f r iend of 
yours, isn ' t he? 

MR. D. W. BFLL : Yes, he is a very reliable fellow. 

MR. GASTON : He is all right . He just didn't under­
stand. 

~ .~ . JR : Joe represents us on the liill, and I 
think he had better go up there and do what he did yesterday. 
lf Lucas wants to talk to me, we will arrange for s little 
talk? 

MR. O' CONNELL : What if he wants something else? 
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H.H.JR: What? 

KR. O' CONNELL: Every time you talk to a Senator-­

H.U.JR: Tbet is all ri~ht; that is the way you 
find out . I have seen the s1llieet things on the Hill 
reverberate through the cloakroom of the Senate, some­
thing that I was supposed to do or not to do . 

Viell now, right now t he great t hing is thi s one tax 
case . It is the onl y way, Joe; all of t hose things are 
two ways . 

MR. O' Cct;NEIL: That is ri ght . 

H.l' . JR: And I mean- -

.MR. O' CONNELL: I ns joking. 
to take the Assistant Commissioner 
with me. 

I know I don't have 
of Internal Revenue 

H.H.JR: I hadn ' t been here very long when--who was 
it, the first Chairman of t he Appropriations Committee 
in the House from Texas? 

MR . D. W. BELL : I don't know. 

H.M.JR: V:as it Sheppard? 

MR. D. W. BELL : No . 

H.M. JR: He always wore cowboy boots and could spit 
ell the way acroes the room, 

l.:li . D. ii. BELL: Buchanan. 

B.tt. JR: I will never forget , I came up there to 
one of the first hearings and he said, "Gentle~en, you 
will just have to wait . Mr . Secretary, ~ill you accompany 
me in my room?" They had a beautiful chandelier. He 
put his feet on the desk and spit across the room , Then 
he said, "I want to talk to you . " I can ' t do this Texas 
drawl, but he said, "I brought up a secretary with me 
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fran Texas thi rty- five years ago, and it is a bout time 
abe was placed in the Tr easury ." (Laughter} 

MR. I>. w. BELL: Give her a permanent job! 

H.M.JR: "She is getting a little old; she baa been 
with me fo r thirty- five or forty years ." 

MRS. KLOTZ : I have some distance to go then . 

H.U. JR: I thou6ht here was going to be some great 
thin~i and I ~as just smart enough to say, "O. K., Senator, 
we 1Vl 1 place her for you . " &tt that was a lesson . 

MRS. KLOTZ: Let that be a lesson to you . 

H.!! . JR: And it is th.ings like that that are important 
t o thfllll . 

MR. GASTON: It would be a good i dea if v.e coula do it 
somehow t o get Barkley, and under ordinary circums tances, 
the Majority Leader ought to know the facts of what anybody 
does, if somehow we could ; at it to Barkley . There is 
fricti on now between Barkley and Pepper over t his . I 
didn ' t think Barkley had any motive, e xcept the general 
progr am they adopted of trying to smooth over differences . 

MR. D. '';. BEll.: V1bat about Connally, JA r . Secretary? 

H.M. JR: Let me f eel my way on this thing, because 
i f we go to Connally, and if we go to Berkley, and they 
meet with t be President, the first thing they will do ie 
say, "Uhat is Henry doing up there-- sending one man to 
lobby on the H.ill for this thing?" Now, just take it 
kind of easy, see . I am going to let my own elbow guide 
me on that. Let's do Lucas next and see what kind of 
reaction we get. See·? I think we ought to do thi s 
thing very carefully. They will meet, and the first 
thing you know they will tell Arthur Krock, and he will 
write a column and say I am lobbyi ng up on the Hill for 
the Morgenthau Plan . 
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MR. LUXFORD: Old Pepper can1ent, or Vandenberg 
comoent on ~heeler? 

H.I,!. JR: No . 

We will stop this and go on ; otherwise I will not 
get my stuff over, and you people won't get your stuff 
over. 

Last night I had a very encouraging telephone call 
fran Congresl5i!lan McCormack who called me up end said, 
"I was thinking it might be well to get that Bretton 
Woods program going." 

I said, "Suits me . " 

He said, "Are you people i n your Department drawing 
up a bill? 

I told him wa had been talking with Spence and Jesse 
Wolcott . 

He said, "I had a talk with Spence this afternoon . 
"We're in pretty good shape . We' ve got a good looking 
bunch of new me-.;~bers . " 

I said that was wonderful. 

He said, "We ought to get things through before they 
start feeling their oats. " 

.I.!R. V.RITE: One of the new Members is a former 
professor of econaAics; he is a woman. 

H.~l.JR: He is a w014an--o1•e of those kind? (Laughter) 

MR. t HITE: I couldn' t say, "It is a woman." (Laughter) 
I was kind of ~tuck. She will unquestionably be a friend. 

MR. O' CONNELL: Friend or--

MR. WHITE: Friend of the bill . 
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H.Al. JR: Anyny, I said something about this was 
what I wanted to get over . 

McCoNack said, "We have got sanething caning along 
on ~ommodity Credit , but that won't t ake long . • 

I wonder if you people kno~ that . Did you know 
that was coming up on Commodi ty Credit? You bad better 
find out, Joe . 

MR. 0' CONNELL: He is talking about the Floor. 

H.M.JR: Same bill, he said . 

MR. D. W. BELL : I think they are going to ask for 
an increase in borrowing authority, and then t here is 
quite a bill up t here on Commodity Credit and a great 
many other things . I didn ' t suppose that r.ould get to 
the Floor very quickly. 

MR. 0' CONN ELL: I think McCormack is t alking a bout 
the Floor, rather than t he Banking and Gurrency Commi ttee. 

lu'R. D. W. BEll : That wouldn ' t go to Banking and 
Currency. 

JJ.R. O' CONNELL: That is why I think--

MR. \'illiTE: Have you made any progress on the 
discussio9- of the gold reserve? Vie have dipped into that , 
but I don t feel it is urgent . I ~ould like to disouaa it. 

MR . O'CONNELL: You mean the Federal Reserve? 

MR. \'IHITE : I don' t think it is near. 

MR. D. W. BELL: We had a meeting yest erday. 

H.M. JR: The other thi ng he was very much interested 
in--and it took me five minutes to get it over to him-­
was that the Treasury was interested in legi slation to 
make reciprocal trade permanent . I tried to tel l him 
State--! couldn ' t get it a cross to hi.m, but finally I 
did. 
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lffi. GASTOO : What did be really want? 

H. I.I. JR: All he wanted was tot ell me he--

MR. GASTON : He will probably call again . He wants 
to get Mrs . 1!cGrath appointed Customs Service Executive 
Director. 

MR. O'CONNELL: Herb, you are just a cynic . 

H. ~' . JR : They sent out an SOS, so I called them . 
They wanted to come over, so I invited them over . They 
want to explain where they stand on Germany. I asked 
t hem to submit t he names in advance . I am doing it 
noV!. The fi r st at the head of the list is Doctor William 
Langer . 

MR. WHITE : He is thei r expert on Russia . 

H.M.JR: No, pardon me . 

MR. WHITE : He is from harvard Uni versity. 

H.li. JR: Doctor William Lan~er is Chief of Research 
over there, but he heads everything. 

hR . WHI1E: Hie car eer is, I tbink--

H.M. JR: Edward s. Mason . Is that the Maaon over-­

MR. WHITE: He is in the State Department now. 

H.M. JR: They are bringing him over. 

MR. O' CONNELL : He is a Harvard man . 

H.l!. JR: H. &ile Despres . 

MR. V.'HI 'li : Also State , 

H.M. JR: D-e- s-p- r-e- s . 
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l.ffi. \'lU TE : The "S" is a ilent . (Laughter) 

H.M. JR : This man is in the State Department. He 
is an econawist who works on their--

MR. WHITE : Despres . He baa recently been transferred 
from OSS t o State. He is the man who worked in OSS on Genna.ny. 

H.M.JR : His name is F4nile? 

MR. VnilTE: He used to work for the Federal Reserve 
Bank of New York for many years, and then the Federal 
Reserve Board here, and then OSS. 

MR. GASTCN: It is d&-pree, isn ' t it? 

llR. VtHITE: It is pronounced du-pray. 

ArnE . KLOTZ: Day-pray. 

H.M. JR : If you've been ~tting du-pray out 
that, all ri~ht , JAr . "~ -Bois . " That is the way 
it . It is llke spelling DuBois D-e-s- B-o-i - s . 

of 
he spells 

Anyway, will the Carl Schorske, spelled S- c-h-o- r- s-k- e-
be pronounced Shuttske? Does anybody know him? 

MR. D. w. BELL: It might be short for Paevolsky. 

H. M.JR: You have as much t rouble as I do, Dan, more. 

Gerold Robinson . 

MRS. KLOTZ: It i sn ' t Gerard, either. 

H.M.JR: An n to make it really good, t hey have added Mr . Moses Abramovit z. 

MR. miTE: Abramovitz . 

~!RS . KLOTZ : Harry heard that before. 

Regraded Unclassified



( 

l 

- 11 -

MR. \', HITE: It is the ltoses that troubles me . I 
have heard that before . (Laughter) 

MR. GASTON: It mystifi es you, doesn ' t it? 

MR. WHITE : It sounds like we are going to address 
a l eague of nations . 

H. ~! . JR: It is int eresting who they listed, OSS; 
they listed Mason and Despr~s . 

MR. YiliiTE: llason will be, of those , I know, the moat 
difficult . It is a very good gr oup. Wben is that, this 
afternoon'l 

H.lC. JR: No, no, no, I am going to put them down 
for some afternoon next week. What is it, on Tuesday . 
Should I have them for lunch and argue through lunch 
and afterwards?· 

MR. VHITE: If you leave time enough after lunch, 
because with a group like that , if you reall y want to con­
vince them, you really need a couple of hours . V.hat you 
mitht do i s have t hem at lunch and then leave us down, 
and you can go on with your work. 

H .~ . JR: ~bat i s good. 

MR. WBI?E : Ask them to star until three o' clock, 
and you can leave whenever you l1ke . 

URS . KLO'I'l: You can ' t talk to them while they are 
eating, can you? 

WR. ?.liiTE: We can each take a turn . 

MR. LUXFORD: That is what the Russ i ans do while 
they are drinking . 

H.),(. JR: Let ' s have them at nine-thirty next week ; 
we will s t ar t fresh in the morning. 

WR. WHITE: Y0u will never have time enough. 
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H.LJR: You would rather have them for lunch'? 

MR. WHI TE: V.'bat I was thinking of was you could etay 
as long as you want and leave some of the rest of us to 
try to finish up . 

H.M.JR: Invite them for lunch? Now, who besides 
Vihi t e shot1ld get in on this'? 

M!i. V.liiTE: The more assistance we have, the better. 

H.L JR: 'Y\b:m do you want? 

lfR . VJUTE: DuBois and Luxford are ah.ays very helpful . 

H.~ . JR : All right, Gaston ana "de boys. " 

MR . LUXFCftD: "I:..y boys . " 

MR. GASTOO: 
and t he two boys. 

Luxford and DuBois . 
Excuse me, I am--

Oh, you said me 

H.M. JR: Gaston , I overlooked your language progress. 
(Laughter) 

We will have Gaston and "de boys ." 

lffi. \',RITE : Could it be mentioned to allow a couple 
of hours? Otherwi se t hey will make appointments . 

H.~ . JR : Tell tha~ to-­

MRS. KLO'!Z: Two hours? 

H.ll. JR: An hour for lunch, ana an hour after lunch . 

MR. \',HI'JE: Mr . Secretary, while ws are on t hat subject, 
we thought i t would be very helpful if we could have a half 
hour with you before you see Stettinius on thi s thing to 
get our lines straight , because I don't know whether we 
are all singing quite the s&ne song on this , and it' e 
important with stettinius. 
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H.1!. JR : I sn 't he diploma tic? 

MR. PEhLE: Very well put . 

MR. WHITE: I t hink 11e ere out of tune . 

H.M.JR: Isn ' t he a diplomat? 

Couldn' t Y\e have the little rooti dol\'Ilstairs? 

MRS. KLOTZ: You couldn ' t have the litt le one . 

H.!:.. J R: We will have it here , 

URS. KLOTZ : Buf fet Y\Ould be better . We will .,.ork 
it out . 

(Discussion off the record) 

H. !' . JR : You fellows .,.ant to see me so you can 
get in tune wi th me, is t ha t right? 

lt.R. WHITE: That's ri ght . In preparationfor our 
talk •tith St ettiniu s . (Laughter) 

H.L JR: All ri ght . I'll see you fellows . Can you 
get here by nine- thirty tomorro\\? 

MR. ~HITE: I thought you were seeing Stettinius 
today . Did I have it i ncorrect? 

MRS. KLOTZ: That ...-as called off , 

H.M. JR: Three-thi rt~· · All right , Gee whi z! 
David Stern . ihat .,.a s a dumb thing I did . 

Mit O'CONNELL: Are you seeing him? 

H.l!. JR : Yes . 
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tm. O' CONNEll: He still doesn ' t have his seven 
hundred and twenty-two cases he's pushing us on . 

M}( , D.\'., BEll: Is he in Philadelphia? I have 
a letter from him on rq desk. 

Mk. GASTON: Philadelphia necord and the Philadelphia 
Inquirer, 

UR. D.V .. BEll: He ' a t alking about currency. 

I.!R. 0 ' COUNELL: He has two tax cases and I --

~. D.W. BEll: Ostensibly the currency problem. 

H.M.Jh: L!r . Bell, will you be here at three o' clock, 
please? 

I ' ll see you fellows who want to t une your piano 
at eleven- fifteen . 

V1hat else do we have '? They have al l been doing 
their stuff. I haven ' t had a chance , 

~{ItS . KLOTZ : I have changed m:y mind on some of this . 

H.M.Jrt: Charles Bell? 

!Ali., C. S. BELL: \IJe have a letter to Senator Byrd 
submitting the organization chart of the whole Treasury 
Department by functions and jobs . This i s the book that 
goes to Bfrd . 

(Hands Sec retary l etter to Senator Byrd, dated 
January 17, from the Secretary. ) 

While we are at it we fixed up one of these for t his 
office for the boys. We could do 1t with the nine- thirt1 
staff people. 

H.M.JR: It ' s wonderful ! 

M}(, C. S. BELL: It 's quite a book . All t he jobs 
and functions. This i s the thing Cy Upham prepared for 
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the exempting of bank examiners from Civil Service . Four 
yeara ago we wouldn ' t have ~one along r.ith that, but Civil 
Service has turned into a pohcing organization rather than 
a service organization . The comptrollers had a pretty 
tough time getting examiners. It's an executive order 
that would take out of Civil Service about five hundred 
examiners and put them on Schedule A, which is just a 
form to go through- -no competitive examination . 

H. l~ . Jh : 'tthy should they be exempt more t han any­
body else? 

MR. c.s. EELL: They were exempted earlier, sir, 
up to 1940. They have always been exempt. Their funds 
come from the assessment of banks . It is not a Federal 
appropriation, and these examiners go out to these banks 
and see some young fellow they want and want to bring 
him to the comptroller' s office, and they have always 
been able to bring them in . Under Civil ~ervice technique 
they have to go through competitive examinations . 

H.M. JR: So does everybody else . 

MR. \\11ITE: I am not in favor--if you can have the 
choice of putt ing them under Civil ~ervice--but taking 
everybody out--can you make it consistent? 

l.!H. C.S. BELL: You can't do that. See , their funds 
are entirely different and that gives the basis for this • . 

MR. 0' COt-'NELL: They a re under Civil Service . 

lill. BLOUGH: Do these people have retirement benefits? 

MH. C. S. BELL: They have their own retirement fund, 
not ours . 

Mit. D.i~ . BELL: I think you recommended this about a 
year ago and it was turned down, They have talked to 
Mack about t his and Mack aaid they ought to be put on 
the Schedule at least during the war. They got the man 
Civil Service wanted them to take and he was sixty five 
years old. They wanted to start him in to learn how 
to examine a bank. That doesn't make much sense . 
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I think if they could be exempted durin~ the war period 
and pick their ve raonnel and Civil SerVlCe has a chance 
t o pass on quallfications before they take the job , it 
would help. 

Mrl. GASTON : I think the basic difficulty is that 
the Civil Service Commission i s not a good organization. 
It's not getting any betfer. That is the basic trouble. 
They ought to be in Civil Service if we bad a proper 
Civil Service syst em, but we haven' t . 

1lR. WHITE: Why exempt this particular group? 
There is nothing you can say that you can ' t duplicate 
in another group. 

MR. C.S. BELL: Except they are in it getting funds 
through Congress. It is an outside fund they are living 
on, like Federal ke~erve. 

MR. D.W. BELL : 1 thought you were writing someone 
a letter to turn i t do~n. 

H.M.JR: I don't see how you coul d go about getting 
businessmen to come in and help you. 

!Ali. PEHLE : I don' t think there is any difficult1 
in cl earing people through the Civil Service ordinarily. 

1m. C. S. BELL: John can get any businessman he 
want s at any time by submitting the qualifications of 
that man to the Civil Service Commission and clearing 
him, and if they have no eligibles on their list , they 

. give you the man. That is a temporary appointment . 
lt is cert ainly not a permanent appointment . 

Upham's problem is to get permanent people and 
build t hem up in the banks as examiners . 

li.M.JH: That's everybody' s problem. What doea 
the Federal keaerve do? 
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tal . C. S. BELL: They are entirely out and they are 
pretty much in the same boat with the comptroller. 

H. ll.JR: What does FDIC do? 

1Ut. C.S. BELL : That ' s Civil Service and 1 have 
thought that one out . That is the only comparable case 
to the comptroller. 

H.Y.JR: I won ' t sign thia . 

J,ffi, C.S. BELL: 0. K., si r. 

H.1!. JR: If the Civil ::iervice--I I won't make an 
exception, and I wish you would put on there that I 
won ' t do it . I mean , if the trouble, as somebody said, 
is with the Civil ::iervice--

!AR. D,\';, BELL: They have their troubles like every­
body else. 

H.M.JR: All right , build a case against Civil Service . 
Now, I have been kind of kidding you fellows up until now. 
I am serious now. Just because the Civil Service i sn ' t 
function i ng properly, I am not going to put myself on 
record as saying that and having him turn me down the 
way he will . I ~~uld much rather write him a letter 
saying what is the matter with Civil Service and why 
isn ' t Civil Service functioning right ? I ' ll sign that 
kind of a l etter t o the President , but I am not going 
to make an except ion . I am serious now, and that from 
me t o you i s funny. 

I am perfectly willing to write as long a l etter 
as you want me t o to Civil Service asking why ~ivil 
Service i s not functioning, why they are not servicing 
us in war time, that ther should loosen up their rules 
and regulations to make 1t possible for us to get the 
manpower. 

UR. D. W. BELL: They have been very fl exible . 
They really have . 

• I 
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H.U.JR: I am too good a friend of Civil Service to 
sign that . 

MR. D.W. BELL: Civil Service sent a broadcast 
of these requests for people to take examinations . Vlell, 
they don't get the peonle that might be interested in 
it because the people they really want never read those 
things . 

H.M.JR: I am very serious . I was having a little 
fun at the expense of Civil Service, but ! --all right, 
I will write any letter you want me to. 

MR. O' CONNELL: Of the number of things I have, 
there is only one I ought to mention. 

Commissioner flunan ia ready to see you on that 
matter whenever you are ready to aee him, either with 
or without Norman Cann, although Norman Cann should 
be here . He has a memo you should see. 

H.M.JR: Does he have a good answer? 

Mfi. O'CONNELL: I haven' t seen it,but he said 
yesterday he was ready and he would stand by whenever you 
wanted to give him the time. 

H.M.JR: I'll make it nine- thirty tomorrow, and I 
want Gaston here . 

MR. 0' CONUELL: You want me here? 

H. ll.JR: I want Nunan and he can bring Cann with 
him if he wants to. 

J.!H. 0' CONNELL: O.K. 

H.U.JR: Joe O' Connell, Herbert Gaston--and tell 
him if he wants to bring Cann along, he can . 

(ar. O'Connell leaves the conference) 
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MR. C.S. SELL: ~ben did you want to see Saxon and 
hand him his letter? You told me to bring it up this 
week, 

H. !I..JH.: I am not seeing him this week. It doesn ' t 
mean he doesn 't get the money, does it? 

M.i , C. S. BELL: No, sir . 

ll . ~l . JR : Let it go . I will do it the first thing 
next week. 

~DR. C.S. BELL: Fine . 

Jose~h Cotten- -do you recall him--he was Assistant 
to you? he died . 

~.lJ{;;; , KLOTZ : \Ire wrote to his wife . 

MH. C.S. BELL: Uh, you have? 

Affi. GASTON: He died as a result of wounds received 
in action . 

H. t!. JR: \~ill you write a letter to Eugene Meyer 
on that Editorial yesterday? 

t.fh. GASTON : I have, and one to Alan Barth. 

~UR . C.S. BELL : Do you want to discontinue Robert 
McConnell--tel'lllinate him? He i s still on our rolls as 
consultant. 

H,M. JR: No, I "llrote him thnt he should come in . 
I wish somebody r.ould find out about al l that work he 
has done on factories i n Germany. Whe re is it ? 

Mh. GASTON : Harry has it . 

MR. \'1liiTE: He turned that over to us . 

MR. D. w. BELL: Both or just the one 7 
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UR. \1HITE: One is all I know of . 

MR. D. \rl, BELL: I think he was continuing with one 
section of it , but I am in touch with him. 

H.M.JR: he broueht in a couple of assistants. I 
don ' t know what happened to them. 

MR. D,Vi, BELL: The one f rom Harvard went back to 
Harvard, and one was detailed from Securities and Exchange . 
He returned . 

R.M. JR: I wrote him a letter and said--

MR. c.s. BELL: Mr. Cannon sent a man down yesterday 
to go into Foreign Funds . 

H.Ll.JR: Who? 

!~. C.S. BELL : Mr . Cannon--Chairman of the Appropriations 
Committee to see if it couldn ' t be consolidated with Alien 
Property Custodian . We got that via grapevine . Orvis 
Schmidt didn't come in ; he was on the Hill yesterday and 
I couldn ' t contact him t hi s morning . I thought you might 
want to know about that, He also sent a man to Internal 
hevenue to look into personnel problems , feeling that they 
had too many people over there , and that is the t hing 
Taber spoke to you about on the Hill the other day. 

H.il. Jn : Somebody ought to show Cannon the articles 
on Alien Property Custodian . 

MR. PEHLE : That might react t he wrong way. with him. 

MR. LUXFORD: Taylor is behind--Keefe is from Wisconsin-­
Crowley and their buddies . We get this every year . 

H. !.\, JR: I still say Cannon is all right . 

1ffi. PEHLE : Is he ? 

H.M.Jk: Yes , he is . He ' s an apple grower. 
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MR. PERLE : I knew he had an interest in agriculture . 

H.M.JF:: I think that somebody--Charlie-- should see 
to it that Cannon sees that series of articles in PM on 
the Alien Property Custodian . That ~hole picture .--

MR. LUXFOHD: I was only mentionin& that Keefe is 
the fellow on Appropriations Committee that keeps stimu­
lating that discussion--we have it every year. 

H.M.JR: That ' s O.K. I still say he ought to see- -

1lli. C. S. EELL: Keefe and Taylor sal/ me and we 
discussed that in revenue but I couldn't get the names . 

Wt. -;,HITE: I don 1 t think the case ought t o rest 
on that . I think thet•e is additional--

H.M. Jit: Somebody around here v1ho is interested 
in Foreign Funds ought to get busy. Is that under you, 
Ml•. 'i1hi t e '? 

MR. WHITE: It i s . I will see what we can do on 
that . 

H. LI. JR: Thank you, Mr . White . 

11R. \\lUTE: On that subject , so far, all Yle have 
is the t itle to the song , so I don' t --

MH. C.S. BELL: I understand you want to see the 
personnel people of the Treasury on Friday morning? 
There will be about fifteen of them. I don ' t know 
whether you wan t ed to see them in this office or in--

J,UtS. KLOTZ: No, in t he chart room. 

H.M.JR: Ten- thirty they are down for. 

MR. C. S. BELL: Ten-thirty. Is there anything you 
wa.nted me to prepare on this? 
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H. lJ.JR: Yes , you better come in about five minutes 
beforehand to give me suggestions on what I might say, 
i ll right , ~harlie? 

Lfl~. c.s. BELL: I think I found a good outside chauffeur 
for Governor Lehman . 

H • .M.JH: I£ you would come in about five minutes 
before--right. 

Daniel Washington Bell? 

M1 • D: ; •• BELL: The Presidential Inaugural Medal 
has been made by the Llint , as you knoll, and l'dll be 
available and in the hands of the Commi ttee. They asked 
us t o turn over all of them to the Committee . They are 
paying ~E ~hem. ~ould you like to have them or not? 
I asked ~ l\OSS to see what you could do, and she 
said they were reques ted t o t urn them all over , and do 
you think we ought to go after them fo r anybody in the 
Treasur'Y that wants thezn? 

ones . 

H.!.f. Jh.: I thi nk we ought to get some of them. 

1!H. D. ~ · . BELL : I don ' t think you have- ­

H.!.!. Jii: ~\e had at l east one. 

M.IS. KLOI' L: : I have three on ~ desk now--various 

MR. D.W. BELL: Did t hey come from stock in the Mint ? 

W\S , KLOTZ: •here else would they have come from? 

MR. D.W. BELL: Maybe t he Commit tee. 

MRS . KLOTZ: No, I wouldn ' t have them then . 

Mlt. D.W. BELL: She aaid she was requested to turn 
them all over. 

H. M.JR: The Treasury always gets some . 
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MR. GASTON : Do they sell t hem or give them av1ay? 

MR. D.\', , BELL: They sell them and pay for the 
expense of designi ng them. 

H.J.I. JR: How much do they sell them for? 

MH. D.W. BELL: How much? I think this year probably 
one dollar and a half. It was ninet y- five cents . 

H.!l. JR: I ' ll buy six of them. 

!.ffi. D. \'1. BELL: I don ' t think they have set the price 
yet , but this year they want to gi ve Jo Davidson some 
money for his work and Mr . Si nnock, who is t he en- raver 
in the Philadelphia Mint, drew the reverse side o~ the 
medal, and they want to give him a litt le sum of money. 

H.M.Jk: I ' ll buy six. 

ll.h, D.W. BELL: 1 told them I didn't see any objection 
if Joe Davies wanted to give Mr . Sinnock a little sum of 
money . 

H.M.JR: I don ' t know--! will leave it up to you , 

Mh . D.1it , BELL: I will see if I can get some . 

H.M.Jh: I will buy six. ~bat t he hell ~ One dollar 
and a half--three bushels of apples-- (Laughter) 

!.!R. D. \1 , BELL: Maybe we can trade , That ' s all I 
have. 

H.M.JR: White? 

Mit. WHITE : We have already recei ved the apples-­
that' s r i ght--medals . 

!.ffiS. KLOTZ: That wasn't so good . 

MR. V'l1iiTE : We have three bushels of apples . We 
have draf ted a budget message fo r Bretton woods t o the 
President and we tried to--we will try to get an agree­
ment to it sometime today . It ' s quite different f r om 
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the message they have, and we might have some difficulty. 
What's the deadline? 

H.M.JR: I would say when Stettinius and I see the 
President tomorrow, t hat ~ould be the deadline . 

UK. \',HITE: All right . Did you want to look over 
this today and see if it suits the purpose you bad in 
mind on the llus sians? 

(Hands Secretary draft of a memorandum to the 
President from the Secretary on "Financial Aid to 
US:iR".) 

H • .M. JR: Why don ' t you wait until the week end? 
I will have plenty of time then. (Hands memo back to 
.l.ir . \lbi te) 

1Ut. \'Illi TE: They can also wait for the other things . 

H.M. JR: All right. 

Wt. LUXFORD : Crowe call ed me--the Detroit Economic 
Club called me the day before yesterday. You answered 
him yesterday telling him that March was out . He asked 
me to call him back whenever you did reply and I think 
he probably would like to set a February date in view 
of that . Is that all right? 

H.:.!. JR: Yes , that ' s all right . I hope sometime 
around the tenth or eighth of March to take Mrs. ~rgenthau 
away for a couple of weeks . 

MRS . KLOTZ: The date was set for February 5. 

MR. LUXFORD: Tentatively, yes . I think he would 
like to discus s it and see if that would be agreeable . 

H.M.JR: I am willing to speak three timBBin 
February, but I am not willing to make any dates in March. 
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MRS. KLOTZ: The reason he ~anted it in March, I 
think, was Congressman Wolcott was coming then, as I 
understood it. 

MR. LUXFORD : That fixes it . 

H.M.JR: You'll call him up, right? 1/lhat else? 

UR . LUXFORD: That 's all. 

UR. COYNE: You indicated you would like to do 
something for the AF of L in February. 

H, ll,JR: No. 

UR. COYNE : And it is a question of--

H.M.Jh: No, no ! I was told that the excuse I gave 
for Bretton Yloods '• asn' t adequate and I ought to do some­
thing for the AF of L. 

Mll. GASTON: That's about the substance of it, 

11 .1~. Jli.: Let ' s get the foot on the right horse . 

Mh. COYNE : That 1 s right . Lawrence Houghteling 
was a little skeptical . 

H.U.JR: I turned it down and word came to me through 
Gaston that that excuse wasn't good enough. 

l.lli. GASTON : Houghteling instigated this thing 
himself and asked Phillip Pearl on behalf of War Finance 
that we get time on one of the iF of L broadcasts , and 
Phil Pearl comes back with a reply, "We w~ll be glad 
to declare you in on one of these, if we can have the 
Secretary for this as the guest on the program." They 
gave the dates of the eleventh, t he eighteenth and the 
twenty-fifth of February, and since it was his own 
suggestion, Larry Houghtaling would like very much 
t o reply . 
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It involves a three-minute speech and then some 
replie s t o 9uestions by each member of the panel, and 
those quest1ons will be submitted and replies prepared 
in advance . They are following that . That is a 
discussi on in which the guest may take part or not , 
as he wishes . 

MH. 'liHITE : 'uill the subject be on bonds? 

lffi. GASTON: Yes, War 
eighteenth or twenty-fifth. 
fi fteen p.m. 

Finance . February eleventh, 
Sunday afternoon at one-

H . V. .J~ : \Vhen do I eat? 

?IE. GASTON : At two p. m. 

H.~.JR : When is the dat e now? 

1m. GASTON: Sunday, February eleventh. 

!~\ . COYNE : Eleventh, eighteenth or the twenty-fifth . 

MilS. KLarz : You don ' t know how i mportant that is . 

H.M. Jli.: What do you fellows think? Do you want 
to wait to make it the eleventh? I wouldn't talk out 
there on Sunday anyway. 

l.!R. LUXFOIID : No? 

~. GASTON: Get it out of the way as soon as possible , 
the eleventh, that's about four weeks . 

H.ll.JR: Let's say the eleventh. 

MR. COYNE: all right . 

H.M.JR: Make a note of that . 

MRS . KLOTZ: 'asn' t narry going to make it about 
ten days after t he fifth? In Chicago? 
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Llli . ~RITE : It ' s flexible . The Secretary would 
have to come back to Washington in any case- -whether 
it would be from Detroit--whether it would be two 
weeks or three weeks - -you can adjust it . 

H.M. JR: What am I going to talk on? 

L!R. COYNE : The script will be pt•epared. You will 
give a three-minute posi t 1ve talk on War Finance and 
answer questions for about three minutes . The questions 
a.lways have been prepared in advance and you Vlill have 
had your shot at them, and following that there will be 
some genera! discussion in which you can , or need not , 
participate, as you see fit . 

H.U. rrt : • ill you get Dave Levy in on this? 

Mlt. COYNE: We will take ca re of everything on 
thi.s . 

H ,M , J1~ : Get Dave Levy in on this . 

MR. COYNE : Right , 

I have nothing else, sir. I may have a chore to 
ask you to do later in the v.eek or next week in connection 
with some preparation for the Seventh. We may ask you 
to call JAr. Forrestal or Mr. Stimson, or both, in 
connection with some propaganda 1.e want f r om the fronts , 
but r.e may get that w1thout your intervention . 

H. IL J k: Anything else? 

~l. COYNE : I have nothing else . 

illi. PEHLE : On that Russian compl aint . I just want 
you to kno• I will keep pushing on that . You got the 
letter, didn!t r ou? 

H.J.!. JR: Yes , I didn ' t like the letter, I rewrote 
it and I sent nine letters out to these other people , 
but I ~rote him. I didn ' t think it was friendly enough 
and 1 wrot e him a letter and asked him to come in and see 
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me, and when this ~ussian general comes in we will tell 
him what we have done . 

MR. PEHLE: All right . They apparently sat in on 
some meeting in New York, Mr. Secretary, on the twelfth 
of t his mont h, and some FEA people, I understand, were 
t here who were ve ry un.sympathetic with pushing any of 
this stuff; so the hussians immediately went down and 
wrote a l etter on the thirteenth and dated it back to 
the ninth and mailed it out , in order to get that much 
more push on it , but you signed the letter to Krug and 
Crowley? 

H. l.i .J It: They have already gone. They all went . 

MR. PERLE: Now, as 1 told you before, we are 
pushing ~tettinius on one phase of this war crimes 
matte~and that is the phase that all this publ icity 
has come out of London 1ndicating the War Crimes 
Commission <besn' t consider any of thes e atrocities 
the Germans have be en committing war crimes. 

I got a l etter back the other day from Stett inius 
saying, "In view of the numerous fac t ors involved, a 
public statement by me would be inadvisable at the 
present juncture, n and I don ' t understand t hat at\ all , 
and 1 wonder if when you see Stettinius, whether you 
could ask him. 

I have another me~o here. Ask him ~at the State 
Departmen~position i s on this and why they can ' t issue 
a public statement . 

H.M.JR: I can't take in the whole world , 

MR. PERLE : That's up to you. 

H.M.JR: ~hy don 't you give t hat to Joe? He 
will be here at eleven-f ifteen. You boys ought t o get 
tobether on this . 

Lm. PERLE : We are t ogether. 
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H.M. JR: I don' t think you are . 

Well, nov1, I've got a memorandum from you, Joe. 

!.!R. DuBOI S: That's right . 

!.lR. ·:JHITE: I think, unfortunately, at last nieht ' s 
meeting--

i.iR . P!:ilLE: Joe and I had a talk this morning. This 
can all be tied together. 

LffiS. KLOTZ: I didn' t bring it up because I didn ' t 
get a chance to tell Mr . DuBois for him to work through 
0' Connell, and I didn' t want to bring it up at the meeting. 

J.m. 'NHITE: Mr. Secretary, we are in a jam on this 
and didn ' t clear it among ourselves . We had a meeting 
late yesterday~fternoon . There is not agreement i n 
your own staff yet , and we need a lit tle more time, and 
what we wanted you to do was to hold certain things up 
until we could give--if you coul d give us a few more days , 
and we could probably present a unanimous recommendation 
t o you. 

I.!R. PEHLE: There is agreement on ·what I am talking 
about. 

1ffi. ·:nUTK : Yes , but I was thinking about the rest . 

J.!R. DuBOIS : On the general war crimes problem, !Jr . 
llcCloy, as I recall, sent you a draft of a memorandum to 
the ~resident on the whole thing. Through the back 
door lfe understand that the Attorney General is now 
considering it. 

H.M. JR : Where is that one ? 

t!RS. KLCYl'Z: I don't have it here. 

MR . DuBOIS: This memorandum I sent you? 
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H.M.JR: Yes. 

MR. DuBOI S: I have it here. (Indica t ing memorandum 
to the Secretary from ~. DuBois, dated January 16, 1945) 
I gave it to llr . O'Connell, and he gave it to me when 
he left. 

l.:R . Du BOI S: It is po ssibl e that this memorandum 
may be submit ted to the Pr esi dent for us at the coming 
conference, and I think all of us are i n agreement that 
this particula r memorandum sets forth a procedure which 
is very unsatisfactory . We may not all be in agreement 
on the exact procedure we'd like to see, but this pr o­
cedure, we all agree, is very bad. 

For one thing, it provide s that the tribunal to 
try the war cr iminals is to be set up by treaty which 
would mean all the countries, as to the procedure being 
passed on by our Senate , etc., the result being they 
probably wouldn' t get aeywhere . 

H. !A. JR : No. I said to Luxford and I said to you 
to look up Chief Justice Stone ' s--

UR. Du BOIS: ~e both read that, Ur . Secretary. 
It isn' t particula.r ly relevant. It is hel pful in one 
minor phase of the proble.m, but not on the broad issues. 

H. M. JR : His po sition is tha t the se criminals should 
be tried by a military court. 

ilR. DuBOI S: You can use some of the language in his 
case to support that proposition, but t he par ticular situa­
tion he ;vas dealing with isn' t very comparable . 

H.U. JR : But I am sti ll saying his positi on, independent 
of what he wrote, shoul d be tried by a military cour t . That 
doesn' t need any legislation. 

MR. DuBOIS: We don' t think any of this--

MR. LUXFORD: It isn' t a question of legislation. 
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MR. PEHL F.: Stimson wants l egislation. 

H.M. JR : What I am get tin~ at is where do you people 
and the Chief Justice differ as to procedure , if his position 
is that the se people shoul d be tried by military tribunal? 

Lffi . DuBOI S: There are a number of ~ues tions involved 
in this whole problem. I think the one 1n which most of 
us are in agreement on--all of us are in agreement on--
is a question that each of the United t~tions should have 
the right to ask for any war criminal and get him •nithout 
any que stions being asked, if they say he committed a 
crime in their territory. 

If we can agree on that point, I think we've won the 
ma jor part of t he issue . '!/here we are in di sagreement is 
what should be done with the arch criminals. Some of us 
feel they shouldn' t be given a t rial, but should be 
merely identified and shot. I think Luxford, particularly, 
is taking the side they should be given some sort of 
a trial, but i r respective of that--

H.M. JR : He ' s a softy. 

MR. LUXFO:tD: That's right . 

l.!R. '/IHITE: He has a good case . 

MR. DuBOI S: He has a good argument . There are good 
arguments on both sides , but irrespective of that difference , 
we are all in complete disagreement with this memorandum 
the ·.var Department has got out. 

Now, what we feel , or are suggesting to you is if 
you could call Mr . ~cCloy and indicate to him your dis­
satisfaction. 

H.~ . JR: But I don't know enouih about it. He'll 
begin to argue about it, and I can' £ say, ~Nait a minute! 
I ' ll put DuBois on the phone. " 

MR. DuBOIS: I think, Mr. Secretary, if he asks why, 
by way of exampl e, all you have to say i s the whole pro-
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cedure he has set up provides for a treaty, which--

H.L!. JR: .Yes, rut I've got enough out of it . 
teke it, in t ne long run we ' ll· be together . 

Now, the t hi ng is--what is today? 

MRS. KLOTZ : Wednesday. 

I 

H .~ . JR: I ' ve got--what did I put do~~ here for 
nine-thirty tomorrow? 

MRS. KL07Z: Nunan . 

H.I.! . JR: Nobody could read m;y own handwriting, let 
alone me. That ' ll fix it up . 

You f ellows cancelled out It&liens . wby di d you 
do that? 

MR. \\<1iiTE : Because they insisted on clear ing 
f irst ?lith the B1·itish . The State Department felt 
should be informed, and it mey take us another d&y 
two . 

H.Y..JR: But not the Russians? 

it 
they 
or 

l.ffi. v.HITE: llo , not the Russians . The nussie.ns 
aren 't supposed to be as interested in Italy. 

H.M.JR: Why don't I do this--call up McCloy and . 
ask hi~ whether he woulan't come over here, and we ' d like 
to have a little di scussion with him, and I coul a l earn as 
we go along. How would that be? 

MR. WHI TF. : Their only fear is they might go to the 
President, and t he President might take it with him, in 
whi ch case i t might be too late as far as your f eelings 
on the matter are concerned, because thet may be t he 
basis of t he discussion where he' s going . 

H.1' . JR: We've got time enough. 
have time enough . All right? 

I ' ll fi x it eo we 

' 
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MR. DuBOIS: Yes . 

l!R. PFllLE: That does not take care of the point I 
raised. 

!lR. LUXFORD: Vie are ell in agreement on that point . 

MR. PEHLE: The point I am raising, Mr. Secretary, 
has to do with the State Depart ment's public attitude 
on questions of whether these atrocities constitute war 
crimes, and it is i JI:portant from the War Refugee Board' s 
point of view that Stettinius make a public statement 
and clear the air . 

H.L JR: This thin& of McCloy' s will have to come 
first , and I can only do so much . I can only do so much . 

Am. PEIILE : I just wanted to give you e chance to 
do it . 

H.M. JR: I am averY/helmed now, and I've got to learn 
sauething. If you want to come over, let ' s hear whe t 
you have to say . 

MR. PEHLE: This doesn 't involve McCloy , and it 
isn ' t necessar y to have him in on this . 

MR. WHIT~ : Don ' t you think t hi s can wa it a few 
days? Then the Secretsry will have the feel of it . 
He'll have all the angles on it . 

MR. PEHLF. : Sure. 

H.M. JH: When I see what 's- his- name this afternoon 
I am only going to talk to hiu. on ho things . The t' a 
Germany and Russia, and that's enough . I have asked to 
see him about Germany. I haven ' t asked to see him about 
Russia. 

MH. WHITE: You say you didn 't ask: to see hi.w about 
Russia'? I t hink you did. 

H.M.JR: Germany. 
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J;ffi , WHITE: Why did the report come back that 
Morgenthau was seeing Stettinius on Germany and Russia? 
At any rate that 's what the State Department down the 
line already kno~s or f eels . I t hink you said that, 

tn~ . KLOTZ : I think you said that on the phone 
to him. 

H,IA, Jii: It ' s unimportant . I am going to see 
him on Germany and Russ1a. It already ~ent down the 
line? 

!JR. WHITE : It ' s merely of interest that it went 
down the line very quickly as to the t wo subjects . 

H.M.JR: I 'm willing to do this thing . You will 
have to come after me again . 

MR. PEHLE : I'll ~ise it again next week . -ILM.JR: I don ' t get the point , and I can't handle 
any more things . I am just choking now, and I've got 
to understand first what i t is . I can ' t call Stettinius 
and say, "You make a public statement on this thing." 

Incidentally, where did we get on t hat l etter to 
Stettinius about this cable as to Sweden? Did he ever 
send it? 

~~. LUXFOkD: We never heard any more about it. 

MRS. KLOTZ: He has been away. 

UR. LUXFORD : I ' ll check. 

H.U.JR: But you heard down the line that I am 
seeing him? 

MR. ViliiTE: Day before yesterday. 

H . ~I .JR : John? 
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MR. PEHLE: Nothing more . 

H.M. JR: \\'here do you stand on the success of the 
·:iar Refugee Board? 

MR. PEHLE: General O' Dwyer has been waiting in 
rey office for about twenty minutes. That is 1mere I 
stand. 

H.!.!. JR: All right. 

(Mr. Pehle leaves conference) 

H.H. JR: Joseph? 

li?. . DuBOIS: '!hat ' s all. 

am. BLOUGH: The Senate Finance Committee sent to the 
floor a resolution calling for the study of s:> cial security 
by the Joint Committ ee On Internal Revenue Taxatio~and 
it is going to go through both Houses, and such a study 
will be made . 

I would like to see three things. First , take an 
act ive p~rt here in the Tr easur,y. Have a committee set 
up under Ur. Eell of peopl e who are interested in social 
security. Second, be in touch "ith Mr. Altmeyer and see 
if we can't get sane executive coordination on the sub­
ject. Third, at the appropriate time, and I don't think 
it ' s quite yet, I t hink we should go to George and Dough­
ton and say, "'lie are interes ted i n this subject , and we 
would like to give them every bit of help we can. 

In the past few yenrs they have been counting us 
out when it came to social security, except to quote your 
1939 position, and I think that is s:>mething we should 
be in on. 

H.U. JR : All rifht . If you need any help , let me 
know, and keep Joe 0 Connell posted, will you? 

MR. BLOUGH: ~e. 
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H.l{.JR: Anything else? 

MR. BLOUGH : No. 

H.M. JR: That' s reasonable . 

l~m. GASTON : I have a fairly l ong memorandum that 
was prepared by Wesley Lindow after talking to me and 
to George Haas on that Times editorial. The substance 
is that not only the Times but Ted Goldsmith in his letter, 
the National City ~e Federal Reserve Bank of 
New York, the Journal of Commerce, the ~all Street 
Journal, have 811 cal lia attention to t~act that 
during November and December there t.ere about nine and 
one-half billions added to the government security in­
vestments of the commercial banks. Ther e doesn't seem to be 
any doubt about the facts , and there is not much we can 
say to the Times in the letter except admit what they say 
i s t rue . 

They think it points to the need for a different 
method of selling, of financing--a different method of 
selling. I think that ' s the thing that ' s worth examining, 
probably, if t here can ' t be some different emphasis placed 
on the we.r loans, but I don' t think we have anything 
to write to the Times about. 

H.M. JR: Don' t you think--if I me.y differ with you, 
how about writing a paper like the Times and the ·,!all 
Street Journal, and say, "I have read your letter-criticizing 
the SlXth '.1ar Loan. Have you any suggestion of a better 
way to do it?" 

MR. GASTON: Thi don' t exactly criticize the Loan. 
They say that al thou twenty- one billion was raised, 
at the same t ime be. investments increased by one-and­
one-half, or ten bi llion, indicating that the banks ab­
sorbed close to hal£ of what was sold. 

The Times does, at the conclusion of their editorial 
say that there might be some better method of--1 forget 
just how they say it--the fact is a l arge part of our war 
effort is still being financed at the expenae of bank 
credit . Of course we could say, "Of cour se it is, and 
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it is even desirable teat that shoul d be done. " 

Then they go on . "Mth 1945 apparently destined 
to be a year of t ight er civilian supplies , while the 
volume of Government spending is ma1ntained at its war­
time peak, we need a r evision of' our war- finance policy . 
Renewed effor>ts must be made to divert current earnings 
into war bonds--. " 

We could ask thea. for suggestions , but isn 't that 
a letter for them to consider privately rather than 
publish it? 

H.L:.JR: I had no idea of publishing it . 

;.m. \'iHI 1'E: Isn't it possible--wouldn't it be ,;orth 
~bile, probably, to have De n call a f ull- day conference 
and let them in on behind t he scenes and hear all the 
pros and cons, end call togethe r the financial '1ri t ers of 
New Yor>k and some of the big cities ; and I t hink a good 
job could be done if they were to get a better pic t ure of 
the problem and feel they a1•e discussing i t. 

H.! .• JR: Every one of t hese sug:; estions always ends 
up t hat I shoul d do sometr.ing. I can't do all of t nese 
tuings. 

1~. \'.!liTE : I 8l!l asking 1\het her you think it is a 
good idee . The others can do it . 

H.!.!. JR: Every suggestion here is I 've got to do it. 
I can ' t do what I'm aoing-- soruebody else bas got to pitch 
in and do some of these things . 

YR. WHI TE : You've got to give your approval . 

H. M. JR: But every one of these things--DuBois wants 
me to do McCloy--Pehle wants me to do this . I mean, every 
one--! don ' t have to have a staff confer en ce and heve 
somebody tell me that I' ve got to have an all - dsy meeting . 
If you don't mind my seying it, I t hink you are fooli sh 
to suggest it, because sooner or later I ' ve got to set 
aside two or t hree days to somebod~· like Alan Bart h 
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and write three speeches for Bretton Woods. 

MR. liHITE: '1hl.s doesn't involve you. A meeting 
could be called under Mr . Bell. 

H. l!. JR: '!he trouble is , 
which is pretty fundamental . 
and it gets right back to Ted 

Harry, this is something 
I am aware of this thing, 
~ble in War Bonds. 

'.'/hat really happened is this , if you want to know. 
'.Ve policed the individuals on their subscriptions , but 
VIe did not police the corporations . Is that right ? 

YR. COYNE : That's right. 

L<R. D.'.\'. BELL: It goes further t han that. 

H.~. JR : And this is a question of if we are going 
t o call this in, we've pretty well got to admit we didn't 
police that. There were no restrictions on corporations , 
and we l et them do what they wanted in order to put this 
across. 

l.ffi • .'IlliTE: Either you feel there is justification 
of your position or you feel something better can be done, 
and you ought to draw up a program. It is not a policing 
problem, but are there any ways in which we can add to 
the emphasis we are placing on canvassing individuals for 
E Bonds? I think we have been pretty intelligent and tried 
to do it in many ways and put a lot of head-on pressure . 
It is still the same old question, Is there any way to 
ar range these loans or adopt different tactics whereby 
we can i ncrease pressure and get greater salesto individuals, 
especially E Bonds. 

If we are doing a job, why shouldn't the paper give 
us kudos which is deserved, 

~ffi . COYNE: They do, but--you shouldn't judge from 
one editorial. 

J..ffi, WHI TE : I thought you read five or six, but 
maybe I am mistaken. 
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MR. GASTON: They are financial articles in financial 
publications ana,lyzing where the money is coming from 
and ~Vhat is going on. These are specialists i n eovernment 
bond markets talking about developments i n it , increase 
in holdings. 

l!!R • .'.IHI'l'E : I thought I gathered that the articles 
were critical. 

:.m. D. N.BELL: They are l argely factual , and we 
have known this thing has been building up. We are not 
gettin~ as much money out of banks as we woul d like to 
get . 1 think a good job has been done . On the other 
hand, I t hink switching and free riding are building 
up to the point where everybody i s getting on to i t and 
do ing it, and we ' ve got to do something about it, and 
that i s what we are studyi ng. That is the purpose of 
our conferences with the Federal Reserve Board and the 
Federal Reserve Bank in New York, _and the Open h~rket 
Committee , That was the conferen~ yesterday. ·::e are going 
to have another one Friday and another on Tuesday. 

li .M. JR : !Je.mble knew thi s was ··coming, because he 
said before he left that if anythi~was going to be 
done wi th the Federal Reserve changing the method of 
selling, he wanted to be in on it . I think we are vul­
nerabl e. I didn' t real i ze how vul nerable until I began 
to read these . I knew something was wrong when before 
Gamble left he through out something. I think that 
when we go through a drive like this and the banks 
eventua).ly hold nine bi llion dollars through the back 
door--! don't think it's good. 

~~. COYNE : Ted would agree with that, but he takes 
a definite position which is pretty much in line with 
1~. Bel l's feeling that we get wise to some of these 
dodges as we go al ong. He also takes as an argument, 
which is a good one, and he points out t o the editors 
of the Times that vmile there has a lot of it tri ckled 
in the 6ariks , he shows how much out of current i ncome 
by different brackets that we 've got, so he forces them 
i nto a position at least of half- prai se by saying that 
while the banks did get a l ot, would you suggest we could 
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hope to ge t any more from individuals at that particular 
time? And almost invariably they say, "Probabl y our 
criticism is only half-cri t ici sm. 

H.;.:. J !1 : I 've got to stop now. I'll take Mr . 
Gast on' s advice. We won't write the Times, if 'llr . Bell 
al so says t his thing i s being studied. 

!JR. D •. V. BEU.: Very carefully. 

Il.U. JR: I think, but not in the too di stant future , 
we ought to say something to the pape r s as to whether we 
are goin$ to have a better approach in t he future . I 
don' t t h1nk from what I gathered, t here i sn' t very much 
we can expl ain or defend on what we have done other than 
VIe did it. That ' s all . Or take it with our eyes open. 
I don' t agree with Coyne . I don't think we pulled any­
thing new this t ime than--

D.'N. BELL: More peopl e pulled it . 

MR. COYNE : The savin~s banks never swi tched so 
much before as they did t h1s time. They had a ~uota of 
seven hundred million dollar s, and they subscribed 
two billion, three, and they couldn't have done it except 
by selling securities t o banks and taking that money and 
buying. 

H.M. JR: The thing is coming to a head. I don' t know 
how we are going to do it, but some way or other--! 
can' t do as much as I am doing in pul l i ne the final red­
hot coals out of the fire . I just can' t do as much as you 
fellows are trying to push me i nto doing. I do this 
thing wi th Senator Pepper, and alr these other t hings . 
I don' t get time to t hink. I don t get time t o do the 
im~ortant things. You people are counting on me to do 
a ~ob on Bre t ton Woods, and I am so tied up with other 
t h1ngs that are not directly Treasury business, that I 
don't ~et time to prepare myself for Treasury business, 
which 1s Bre t ton Woods . 

I don' t know what the answer is. 1le.ybe I am as 
much t o blame as anyone else, but in the final analysis 
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a lot of these things which I have got myself into 
are not Treasury business , and I think we have to do the 
things which are Treasury business first , and I ought 
to somehow or other find time enough now in the next 
week or two to concentrate on preparing three statesman­
like speeches on Bretton \'toods . But I've got myself 
into these things . I ' m not going to let them go. But 
I just don't know where I 'm going to get the time. 

MH. m!ITE: You are not excluding this financing . 
This is very definitely down your alley. 

H.M.JR: Oh, no . We have been on this . This is 
my business , but some of these other things I have got 
into aren't . 

1!R. WHITE : There is no question but what you will 
not get--Mr. Secretary , I can tell you quite frankly 
that you will not get as much protection from us on 
that as you merit. You'll have to protect yourself 
periodically this way. These things are pushing us , 
and you are our only avenue to get these things done, 
and we are going to push you . We have to get slapped 
down every once in a while. 

H.M. JR: I'll push back. I'll use the "pushkin" 
method . 

UR. GASTON: This raises another important question . 
That is the question of whether we ought to do anything 
more on the tax front . The Herald-Tribune had an editorial 
yesterdar, in which they talked about--it was under the 
heading 'Two-Thirds Out War, " and the conclusion of it 
was that we are not going anywhere near as fast and as 
far as we could go in the way of paying for this war as 
we go. 

H.M.JR: Yes. 

~Ut. GASTON: It is a direct suggestion from Republican 
sources, f rom the Herald-Tribune for additional taxes, 
which was our position a year ago, and I think we ought to 
give a little consideration on ~hether we want to go up 
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to Congress and ask them for a litt le consideration. 

I.:R. D.".V. BELL: I t hink it is unf ortunate we have 
got out on that limb tha t we can' t ask f or taxes . 
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There 1a t rana.!tted herewith ln reaponae 
to 70ur requeat ot Ootober 12, 194t, a portfolio 
oontalnlD£ organlaatlon obarta fo r the bureau. 
and dlvialona o! the Treaeur7 Departaent. 

l regret that there h&a been ao .. dela7 
in turnlahlng tbla .. terial but at the ti .. o! 
70ur requeat comblnea funotlonal aDd peraonnel 
charta were not available tor all bureaua. 

Honorable BarrJ F. 87rd, 
ChaiN&A, 

~lnoerel7 70ura, 

Joint Co.alttee on Rlduotloa 
of loaeaaential Federal Expendit~rea, 

Coagreaa o! t he UD1ted Statee. 

CSBt• 
1- 11- 45 
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lanu&r.r 17, lV~. 

J)ear iugllle& 

I want to thank {ou tor the e4itorlal of 
7eater4at under the t tle •114 to Dr. Goebbtla.• 

It waa eapuiall7 tblel7 in 'dew of the 
4ebate ba the Senate of the aq before, wh1oh 
ahom a ""1'1 aerioua a1aunbratu41ng of what 
happeat4 about •tha llorcanthau plu. • 

Alain !he Poat la a tr1tn4 1n need ud I 
appl'lolata 1 t. 

Slnoertl7, 

Ill'. lultue Kt711' 
P\abllalier, The •ahi~on Poat 
Waahlqtoa, D. C. 

· v-

·- -
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llyt lUC161Jtngton Jlost 
JAN 1 6 1945 

Aid To Dr. Goebbels 
ht 1 1 nrlne the rebu"' edm'elstered to 

him by SK,..tary of Stote Stettlnlos, Sena-- · tor Wheeler found lt convenient to strtte. - ~ below the belt, at Secretary of tbe Treuwy 
~~~,;:-- "I usart, without fea-;or;.,.. 
trad..ic:Uon..'" the Senator deela.rtd, •thlt lbe 
atattment recenU, m1de by Mr. llorp:Dthau 
to wbtcb be said tbat wt ahould enolavo 
tbe German people, Wbleb a·t•tement, •c. 
cording to lbo preu, had bee.o placed to 
the hands or evary Cerm1n aoldler and read 
over the radio by Coebbola In Go,.,any, bas 
eost tbe Uves of many Amerlc.ao boys." 

Of toune, Sec-retary Morcenlhau has 
never saJd lh•t we should tDJlne the Ger· 
maD people. He bu l\1\'tr made a.ay stat• 
meat that eould ...aaooabl)r he oonstrued 
u lmpl)rina ouch a oourao. Wbat Senator 
Wheeler refers to, obvioutly, Ia a eonftdenUal 
memorandum, reportedly prepared by Mr. 
Morcenthau !or tho President, dealing with 
poalwar economic control of Germony. 
Neither tho President nor tbe SKrolarJ of 
the Tre.uury bu ever made the memoru­
dum pubUc, and It would be curio~~~; to II¥ 
the lout, If Senator Wbooler bad ever 
aeult. 

Wbat seems to ha<o happened b that, 
as • ·e are auu_red, 1 bowdlerhed \·enion 
ot the memorandum .. leaked'" to 1 news­
paper correspondent. The Jeak testl4ed to 
the lntra,.Cabinet feud on the lreleot of 
Germany whUe Mr. Hull waa Se tary of 
Slate. AU appearance• •uaaeat at tbe 
aourc6 ol the leak wa1 Jn the Stile part-
men~ It the publlel!l baa. lp f&sL •q!ot 
tbe I es of Di'iAz Amtr!ean bop, • thea II 
b ln!ormaata end rw'~ro, SOAIIOr 
Wboe er ~aod 5iCit1aii 
llortenthau •• wbo are~~ .. -- . 

Regraded Unclassified



( 

l 

z ..... 17 11, lN&. 

Dear Alana 

I belieTe the editorial ot Jeaterd&¥ called •ua. to Dr. Goebbela• na 1oura &Dd I wut to 
let 7ou know ot -r deep appreciation. It ought 
to ao a great leal to eorreot .taeonoeptioaa 
aho• 1n the Wheeler debate o! the claT before. 

I thank JOil· 

liP. Alan Barth 
Ultorl&l Roo. 
!be W.ahlngtoa Poat 
Waahbl,ton, D. C. 

HBG/mah 

S1noereq, 

(Signed) Henry Morgenthau, Jr, 
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TO 

TREASURY DEPARTMENT 

Secretary Worgenthau 

J . W. Pehle 

J • I 

DAY. 
January 17, 1945 

I talked to Bill O'Dwyer for half an hour this morning. 

He is quite interested in the War Refugee Board assignment . 

The only thing standing in the way is the possibility that 

the President may want him to go back to Italy for several 

months . He should have a final answer on the Italian phase 

of the matter this week and will call me back. 

If O'Dwyer is not going to Italy, I would suggest that 

<:you see him and discuss the matter with him. 
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DISARI.!Al!ENT OF GERMANY 

Present : Mr . \','hi te 
Mr. I.ux!ord 
Cr. DuBois 

H.L .. Jil: \,hn t i s t hl s a bout ? 

January 17, 1945 
ll :40 a .m. 

MR. WHITE: Gast!)n was going to be here . '!'here 
were a couple of t hings you were goi ng to see Stettinius 
about , 

• 
H.M.JR: Do one t hing at a t ime; you have t~enty 

minutes to ao it in . I am tired. 

MR. WHI TE : The thing is whether you want t his 
Russian memo to the President- -can that wait, or do you 
went to--

H.J.! . JR: Vrbat kussian memo? 

MR. WHITE : The history of t he Russian negotiations . 

H.M. JR: I 'llould like to wait until tamorrow n.orning. 

MR. WHI TE : 'lhat can wait . 

H.IJ .JR: You Tlanted to talk t o me about some thing? 

MH. WHI TE : That is ri gQt . I just wanted to make 
sure about these t hings because I wasn't certain when 
you were going to see the Presi dent . The t hing we asked 
to talk to you about was t he question of the German 
program. We all feel that it would be easier and helpful 
1f you would in your di scussi ons leave yourself a little 
vatue in the treatment of t he coal mines , 
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H.J.' . JR: Just one second, wait one minute. 

( '!'he Secretary leaves the office temporarily .) 

MR. WhiTE: \';e think that one of the strongest 
objections of the other side will be centered on the 
closing of the coal lllines and the elintination of the 
industry, and they pick on that one point and assume 
that that is indicative or illustrative of your entire 
program, and if you could just--

H.}:. JR: Let me interrupt . I am going to talk to 
him the way I did to Pepper this morning. I am not going 
to get into details . 

MR. Vilii'iE: With Pepper you did 
to consider closing the coal ~ines . 
little--

say you y;ere going 
I can put that a 

H.M. JR: I am not going to change on that; there is 
no use pounding me on it . 

AIR. LUXFORD: I didn ' t want to pound you. You haven 't 
time to discuss it fully, but we hoped you would leave 
the question open and not get into it until we have had 
an oppor tunit,r--

ll . i ' .JR: I hadn ' t intended to get dovm to details . 
I l'lant to do the same job I did l'ii th Peppet· . 

}ih. YrbiTE: \'ri th that one exception 
to Pepper, and I think the rest of it was 
Yes, the stune job with him woula be--

you did wention 
an excellent job . 

1fR. LUXFORD: 'l'he point v.e are making is that the coal 
problem is not crucial; and if we could leave that open 
until we have had an opportunity to discuss--

H.LI. JR: I don't agree with you . 

MR. WHITE : If we could win that, we could win all the 
others . 

' • 
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H.!l . JR: Fr om coal comes all tue Gerruan ayes and 
synthetic products . 

AI R. '1\'HI TE : \\e a re assumi ng Germany 11on' t have any 
coal. 

MR. LUXFORD: You ere not ; you can let her mine the 
coal and ship it out, and theycan't do anything wi t h it . 

MR. VIHn'E : '!bat is the point we bad. 

H.M. JR: You won 't e;e t any~e with me on that . 

MR. LTTXFORD: 'lhe other, on light industry, if you 
can talk in terms of metal lurgical and chemical, and 
leave the r est . 

L:R. V:b i 1'E : Continue to have pottery and toys and 
textiles--

11 .1; .,TH: Harry will be there, and I will let him 
expostulate on that, and I am not going to recede from 
my position. If you have a bicycle, you can have an 
airplane . 

llR. ¥/biTE: Not a bicycle, I agr ee . 

H.IJ . JR: If you have a baby carriage, you can have 
an airplane. 

. . 

MR. MUTE: We are jus t in an iotpossible position 
if we say t huy can 't have any fac tories, because then we 
are taking an indefensible posi tion when we don't have to . 
If we can say, "sure, they will have some fectoriee , but 
the factori es will be--" 

H.U. JR: I am being realistic. I am going to open 
Germany up and let Poland and France--France want s to g o 
in and help herself . 

L!R. VlliiTE : We are all for that . 

H . A~ .JR : \\hat is goi ng to happen-- "VIhat are t hey 
going to do after they strip me? Are they going to help 
me rebuild? " 
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loffi. \,11ITE: She ruay went to rebuila soa.e . 

MR. LUXFORD: , At the same time it is very difficult 
for me to say 'he can't have certain light industries so 
long as we won't let her make anything out of metal, the 
actual fabrication . 

H.M.JR: I am not going to get into this. I have 
to take it fresh in the morning . 

LIR. LUXFO;.D: That is why Yle only asked for that ; 
we seve those ho points. 

H.J,!. JR: I won' t make anJ promises . 

AIR. DuBOIS: Did you mention Russia in your talk with Pepper? 

H.J.:. J n: Yes . 

MR. DuBOIS: You have to meet that head- mwith 
Stettinius. 

tffi. \'.H!'TE : Yes, he did, and he agreed thoroughly 
f li th it . 

I • 

H. Al.JR: I just went over this whole thing and practically 
gave hiuo the sante talk, end he was in complete agreement . 

~:R . iiHI1'E: That is the experience in general when 
you sit down and talk to a man . 

H.li . JR: There are a few people around this to~n . 
This fellow here who writes this-- t he 1mB, whatever that 
is--he says he gets more action from the New Republic . 
Il has more influence than t he Christian SCience Mon1 t or . 

MR. ViH!TE: Unquestionably. 

h .M.~R : I thought the Christian Science ~onitor, but 
he said, Oh, no, the New Republic ." 
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MR. WHITE : Is your relationship such that you can 
r.ork on Stern? 

II.~! . JR: Have you ever met Stern? You can ' t eet a 
word in . He is one of the worst monetary crackpot s I 
have ever met, and you never can get nilli to change . He 
has always got a persecution complex; so.a.ebody is always 
persecuting him . he is a very d1fficult fellow. You 
can't get to first base with him because he won't listen . 
He jus t talks, talks, talks, talks . 

A~R. WHITE : I think you mi ght glance e.t that article 
very briefly before ~ou tal~ to Stettinius, the thing that 
I gave JJ rs . Klotz t hi s .. uorning. It seems to be the firs t 
indication of "llhat the •'Ussian poin t of view is, and as I 
read it, it is very important. 'l'hey "ant to reu1 ove the 
economic base, and t nat is--

H.ll. JR: Why say t hese fellows are practical? Look 
wha t is happening in Rumania . 'l'he Russ ians are stripping-­
they are taking one hundred ana seventy t housand male 
civilians out of Rumania into rtussia to go to work . 'lbat 
is just a taste of what is coming. 'l'hese fellows all 
sit a round and ell i rrita t e the Rus sians. 

MR. LUXFOitll : 
t nem to trap you . 
llon 't trap them . 

ihe.t is the line, but r don't want 
You have such a powerful posi tion . 

h. i.i . JR: I au; not going to trap you softies . uon't 
argue, softies . 
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DISAR.\IAlltNT OF r.ERrJ.NY 

Present: Mr . Luxford 
Mr. IJuBoi s 
Mrs . Klotz 

January 17, 1945 
12:10 p.m. 

H.~f.JR : I got hold of McCloy on the telephone, and 
he said he would be gltd to come over here at three­
fifteen tomorrow afternoon to di scuss t»is . But he 
said, "Did you know that Judge Rosenman was having a 
meeting on that matter at ten forty- five tomorrow morn­
ing?" 

I said, ~o, I didn 't know that . I will try and 
send somebody over to Judge Hoserunan 's meeting . " 

So he said, "V:ell, if you do , you a on ' t need me. 
Let me know. " 

So please remind me to let him know he is not to 
come , 

Then I got Judge Hosenman at home , I talked first 
to his wife . Finally he came to the phone, and I told 
him what I wanted. He was very hesitant about having 
somebody from the Treasury come over tomorrow morning . 
He said, ""hat excus~ can I give as to why the Treasury 
is in on this?" 

I said, ''V.e have been in on this ever since we have 
been to London , and we have been working on this . 'J.he 
Army is willing, and I talked to Stet tinius on t his . " 

He didn ' t say no , 

I told him I wanted somebody to came, He was willing 
if I wanted it t hat ~•y, but he asked if he couldn't talk 
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to somebody beforehand. He said it w&s a little di fiicul t 
to say why t he Treasury was sitting in . "This is the second 
meeting we are having on it . The meffi o was to go from 
Justi ce, Stllte, and l'.ar to the ¥resi dent on thi s subject . " 

The upshot oJ it is, I arran~ed that you shoulo see 
~at three o ' clock t his afternoon at his apartment et 
the ~ardman Park. 

!.m. Du OOI S: \':'ho should? 

H.M. J R: You . And are you, too? 

tlR. LUX.FOhll: I would be glad to . 

H. i.: . Jk: Don ' t be baslu'ul. 

b~. Ul.xFOhiJ: I a on' t thi nk it is too i mporten t. We 
have divergent vie~s on it, bu t t bet is the only t hing. I 
thin~ we cen c~pose our di1ferences . 

H.M. J H: I told him I u s goi ng to let Joe go. J oe 
bes sor t of carried this , hasn 't he? 

MR. Lll.xFORD: All right • 

.L!R. DuOOIS: I r.ould love to go. I just want to 
mention t nis one thing, t nis quest i on of 11ar crimes . 
Since it is e legal problem, I t hink Mr . O'Connell feels 
to same ext ent be is on top of it, although I woul d like 
very much to go myself . 

MR. LIJXFOI\D : You can say this off the record: I 
don ' t think he is . 

H. ~· . JR: V1ell, I think you fellows--I told Judge 
Rosenman you were going to go. I beve been ell through 
this; I spent half an hour straightening t his out . You go 
up t~ere; you are wy assistant . 

NR. DullOI5 : All right . 

H.11 .JR: I naven ' t tilhe to find out what it i s . 
Go up and see him at three o ' clock . I told hi, .. ~ho you 
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were, General Counsel for Pehle, and the rest of the thing, 
and I sold you to him. You go up there at three o ' clock . 

UR. DuBOIS: All right . 

H.lf . JR: And rem8Ulber, you can talk it over with the 
Judge . You can explain i t better than I can, how the 
Treasury got into this thing. I was stumped other than 
to say we ran into it in London . 

MH. LUXFOI\D: l'•e also ran into it in the .tar Refugee 
Board continually. 

H. t.; . J R: All the wore reason--former General Counsel 
for the War Refugee Board. 

Good luck, and let me know. 

MR. DuBOIS: I will call McCloy after I s ee him. 
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Meeting Vlith Mr. Morgenthau , Mr. Stettinius and Other 

Officers o f the Depart ments of Treasury and State : 

January 17 , 1945 

Participants: 

Mr. Uorgenthau, Mr. White from Treasury 

.1 

Mr. Stett1n1us, hlr. Dunn , Mr. Clayton, Mr . Acheson , 
Mr . Pasvolsky, Mr. Matthews, Mr . Riddleberger, 
Mr. Despres, Ur. Yost, Mr. Durbrow, and Mr. Raynor 
from State 

J '-""" 

Mr . IJor genthau began by stating that our three major 

objectives in Europe should be: {l) An economically str ong 

a.nd pr os perous Britain, {2) development of friendly rela­

t i ons with Russ ia, not tainted by mutual suspici on , and 

(3 ) an economically weak Germany , incapable of further 

aggress ion. 

IVith respect to t he first objective , !.lr. Churchill 

told Mr. Morgenthau last surncer that after V3-Day he 

(Chur chill) would be the most unpopular man in Britai n 

because it would then become evident that Britain' s 

strained economic condition would prevent the Oovernuent 

f r om providi ng the amelioration in living conditions t o 

which the people looked forward. Mr. J.lorgenthau said 

he believed that Mr. Churchill ' s statement was not 

exaggerated and t hat, but for the Phase Two Lend-Lease 

arrangement, 
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arrangement, Britain would be unable to make the trans­

ition to a tolerable peacetime basis . The British had 

again indicated t his at ~uebec, and t heir interest in 

enlarging their participation in t he Far Eastern war 

derived f r om their need for further Lend-Lease a id. 

J.lr. llorgenthau referred t o t he long delay which had 

taken pl ace in connection with the negotiations for a 

)(c ) supplementary agreement t o t he Master Lend-Lease 

Agreement by which it was proposed to nake available at 

t his t ime t o the Soviet Union cert ain industrial plants 

which have bot h e warti.ne and peaceti :ne use . He s tated 

t hat he f elt it was t oo bad more than nine months had 

passed since negotiations were started and still no agree­

ment had been reached. He attributed this to t he fact 

t hat we had endea vored t o bargain and bicker with the 

Soviet negotia t ors i nstead of making a clear- cut , very 

favorable proposal which would be considered by the Soviet 

Government as a concrete gesture or our good will . He 

added that he did not agree with Ambassador Harriman's 

suggestions in his telegram No . 61 or January 6, 1945 , 

which recommended t hat we remain firm in t he stand t hat we 

have already taken in regard to t he J(c) negotiations and 

indicate to the Soviet Government that this continues to 

be the most favorable offer we could make . 

Instead 
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Instead or this course of action, Mr . t!orgenthau 

stated that Treasury experts have been giving considera­

tion to thi s entire question and have come to the con­

clusion that we should make new proposals for the )(c) 

agreement which would offer to the Soviet Union the same 

amount or goods on approximately the same t erms except 

that we should charge them no interes t in the credit 

extended, but on the oth.er hand we should not accept any 

reduction in cost as proposed by the Soviet Government. 

Because of the position we had taken with the Soviet 

representatives in t he J(c) negotiations , which was to the 

effect that we could not accept a rate of interest lower 

than that at which the United States Government could 

borrow mon~y , and because of the fact that the delays 1n 

reachit18 an agreement with the Soviet Ooverlli!lent on this 

question bed been due primarily to the Soviet Government ' s 

reluct ance to accept 'the terms offered , Mr. Acheson pointed 

out t he following facts in regard to these negotiati ons : 

He stated that early last year when representatives 

of t he State Department , Treasury , Foreign Economic Admin­

istration, and other interested agencies were endeavoring 

to wor k out a scheme by which t he Sovi et Government could 

be immediately ru.rnished under lend-Lease industrial 

plants 
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plants which took a long t1~e to produce, had a long 

life , and which could be used tor both wartime and peace­

time purposes , it had been suggested tha t we mlght be able 

t o offer these plants under Lend-Lease on a deterred­

payment basis at no inter est. Thi s suggestion had, at 

that time , been vetoed by representatives of tile Treasury 

Department who stated that we could not otter such long­

term credits at a lower rate of interest t han that at 

which the United States Government itself had to pay in 

order to borr ow money, ·,;i th t his criteria in mind, t here 

had been worked out a proposed agreement which was submlt­

ted to the Soviet Government on May 24, 1944. Mr . Acheson 

point ed out that .it was not until the Soviet delegate to 

the Bretton ;·;oods Conference brought up t he subject that 

we received any concrete indication that the Soviet Govern­

ment wns interested in the suegested agreement. Ur . Acheson 

then gave a brief suaoary o~ the protracted negotiations 

emphasizing the extremely liberal terms offered in the 

- ) 
~ I 

final agreement pr oposed by us which, however , the Soviet 

Government has not seen f i:t as yet to accept . Mr . llorgenthau 

indicated that , never t heless , be felt that it would be 

advisabl e , from a good will point of vi ew, to make a new 

j(c) offer without interest. It was indicated that this 

matter would be given conslderati on . 

Apart 
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Apart from tris proposal for the immediate extens i on 

of aprr oxinately a bi lli on dollars credit at no interest, 

L!r . !.:orgenthau referred t o a met~orandun to the President 

prepared by Treasury ·,·;hich r.roposed the granting of an 

immediate credit of ten billion dol l ars to the Soviet 

Goverrunent in order to finance postwar trade . lle stated 

that he felt 'that \·.e f:llould go beyond the suggestion 

recently made by the Soviet Goverrunent to grant a six 

billion dollar thrity- year credit at t wo and one- rourt!l 

ner cent interest by off ering them a ten billion dollar 
• 

thirty- five year credit at t1:o per cent interest \',i t h the 

pr oviso t ha t the United States Coverrunent would be given 

the option to take in repayment certain strategic materials , 

a surply Of Which \ISS becoming greatly depleted in the 

United States. :.:r. :~orgenthau indicated that he felt 

that such a gesture on our pert \IOUld reassure the Soviet 

Governnent of our determination to cooperate 111 th thet~ 

end breakdown any suspicions the Soviet authorities might 

have in regard to our future action. 

!.lr. :tors enthau suggested to the Secretary they should 

both suggest to t he Fresident that he make such a concrete 

proposal to Stalin e.t the forthcoming meeting • 

.. ith respect to Germany , llr . Morgenthau st.~id that 

although he felt confident that he and Mr. Stettinius 

would 
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would work as a team in the future , he t hought it neces­

sary, in order to remove any possible misapprehensions , 

to review the history of Treasury participation in the 

policy deli berations regardi ng Germany. Last August, 

11h1le he and Ur . White wore on their Vlay to Europe , 

r.:r . lihite showed him the ECEl''P document on reparation . 

lie \':as distressed by this document because it seemed to 

envisage the full maintenance or Gercan pr oductive power 

for the sake of securing reparation. ·.'lhile in England , 

!:r. l~orgenthau looked into the plans regar ding Germany, 

talking to General Eisenhower , l.:r. Eden, r.:r . '.fin ant and 

to others at SSAEF end EAC. General Eisenhower expres sed 

the view that during occupation the Germans should not be 

• • 

pampered but should "stew in their ovm juice". l!r . l!or genthau 

got t he impress ion at that tir.e that f,!r . Eden also favored 

a severe :;>olicy, (t!lough t '.is was not borne out by l.lr. Eden• s 

later attitude at ~uobec . ) However , LI' . ~orgenthau wc.s 

greatly disturbed by tho benevolently paternalisitc char­

acter of the pl anning which I•Ss going forward e.t SHA:<::F 

and at EAC. Upon his return to \','ashingt on Mr . Uorgenthau 

told Mr. Hull of hi s findines and i mpressions and reported 
' 

t hem to the President . As an outgr owth of t his , the 

President sent a memorandum to Secretary St imson critioiz-

ing t he SRAEF handbook on Germany. (Mr. Morgenthau has 

never 
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never seen this memorandum, apart from the excerpts printed 

by Drew Pearson . ) The President then set up a Cabinet 

Committee consisting of the Secretaries of State , War and 

Treasury , and , as a member of that Committee, Mr . Morgenthau 

submitted a memorandum setting forth a program to weaken 

Germany. Short ly thereafter he was summoned to the ~uebec 

Conference , where he was called upon to participate in 

discussi on of policies toward Germany, among other matters. 

Hr. Morgenthau indicated that he remains deeply interested 

in doing what he can to see that a policy which strikes 

at the roots of Germany' s war making potential is adopted. 

Mr . l.lorgenthau then out lined his views regarding 

treatment of Germany , which were not substant ial ly differ­

ent from those set forth in his memorandum to the Presi­

dent of last September. He said that our policy ~ust have 

two central objectives: (l) to make Germany incapable of 

further aggression , and (2) to assure the Soviet Union 

that we do not look to Germany as a buf f er and possible 

future ally against her . The only means of accomplishing 

both objectives is by assuring an economically weak Germany. 

A s trong Germany would be a source of future European 

rivalries; Germany, by using her influence to promote 

divisive tendencies in Europe, could pave the way for 

renewed 
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renewed successful aggression. The !)eople who op.,ose 

drastic economic weakening of Germany , both 1 ithi n and 

outside Gover nment , are 1noti va ted largely by anti­

Russ ian att i t udes . 

!.:r. Uorgenthau• s pr oe;rrun t o weaken Germany ooneists 

or eli~ination of the metallurgical , el ectri cal and chem­

ical indus t r ies . He is opposed to any reparation , unless 

t he reooval to other countries of existing Geraan capital 

equipment end supplies be considered as reparation. 

Germany' s loss of heavy industry oight be accompanied by 

a further i ntensification or German agriculture, so that 

Germany might become a pr edominant l y agrarian country. 

Concerni ng the scope of t he industri~ measures, Mr . Mor­

genthau sa i d that he personally favored going so f a r as 

t o seal up t he coal mines for fi fty years , but he suggested 

that l:is own advisers didn't go along with him to t his 

ext reme point . Ur. '.'!hite said that under the Treasury' s 

proposal Germany woul d still be left wit h s ome t ypes of 

i ndustry, a transport ati on system, uti lities , et c . 

Upon t he concl usion or l!.r . l!orgenthau' s remarks , 

Mr. Stettinius stated that the Department was t horoughly 

in accord with Mr. Morgenthau• s objective of making 

Germany permanently i ncapable or further aggression , and 

all of f icers of t he Department were of one mi.nd about t hl.s. 

Mr. L.!orgenthau 

Regraded Unclassified



. . 

0 

( ) 

0 

- 9-

Ur. l!orgenthau was sonewhat skeptical, and !!r . Stettinius. 

asked ~. Riddleberger to summarize the contents of a 

recent memorandum on this subject . '.'.'hen Mr. Riddleborger 

began by saying that thi s memorandum call ed for destruc­

tion of manufacturing facilities in armament and aircraft, 

Mr . l!orgenthau remarked that measures against the armament 

industr y alone were inadequate to achieve the desi red 

result , ~. Despres said t ha t despite t he tull agreement 

which existed regarding the objective , there was e differ­

ence or emphasis between the State Depart ment and the 

Treasury regarding the economic measures appropriate to 

that objective. He then said that the Department had taken 

the view that the dept h of the cut initially taken into 

the German economy mattered less than sustained enforcement 

of \lhatever pr ogram for complete disarmament was adopted, 

and t hat the Department favored the pr ogr8l'l v.hich had the 

best chance of bei ng sustainedly enforced. ~r. Vfuite said 

that in their view both were import ant . Mr . Morgenthau 

then asked t!r. Despres whether the State Department• s 

recommendations regarding policy were based on a genuine 

desire to make Germany i ncapable of fUrther aggression . 

!.!r . Despres replied that they were , and Mr , Dunn and 

others joined ln confirming t his ansVIer. Mr. Stettiniua 

then 

J 
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then designated Mr. Dunn , and ~. Morgent bau designated 

141'. White, to discuss thes e matters rurther • 

. 
• 

n.IA:ED:RH 
EE:RD:OB 

J 
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PARAPHIUSI (Jp TBLBOIWl R!ICBIVID 

lael'ioan llllla .. y, London 

t'O 1 t'he suretary of state, WashS.ncton 

DAHih 3amaary 2S, 194~ 

llu.KRa 882 

SER~ 
as UROERl' 

!he tollorlnc HS8&C• 111 t!'Oia IIID'Phr• 

- - / - ·' ,-

Beterenoe Bllba .. y d .. patoh no. 37 dated Dece•ber 27, 

as croup CC bas ll"n coinc ahead on tle aasu•pt1on of 

unliaited authority of all 1Dternational richts as well as 

acwereicnt:r thl"ouch the wainr liT Oermar17, undu unconditional 

aurrender, in planninc. a4111n1atrat1Ye 1118&sures tor Ger.ar17• !he 

( question now confronts tbe lecal diYision as to whether Gerwan;r 

would retain ar17 ... sure of sonreicnty or international richts 

under international agreeaents or y anc rlth respeot to •iUtary 

occupation of a defeated nation, ln the absence of an;r German 

authority to acree to unooDditlonal surrender. 

l 

us croup cc baa requested political division whether 

the croup should not co ahead on basis of unllaited authority 

rerardless of whether Oer.an authorities acre• to UDOoDdltlonal 

surreDder
1 
tor planninc purposes. 

r.n.tiac yov oalllcllnatructlOilS 1D the prea1Hs/ I pro­

pose t o Yoioe the tentatln rln that unlla1te4 authority should 

be ass.-4 tor plannlDC purposes. 

DC/L IUD .CAll 
1/29/4'1 

WINA!ft 
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PAIUJ'Rit.\81 or TCU :OR AX lttC F.l VEil 

Aaorloon mabee~r. London 

Beereterr ot st~to, Waehinrton 

J1nu~ r, 2~. 1948 

'198 

SEOit£1' 

The following 11 troa Murph)', 

Hon,..1th reference 11 IN! do t o F:abuer• • e 1ble ot J en111 r1 22, 

no, ?&~. 

!he f'lnsnce DiYil1on, ln tol'lluh t1n,; poah·ar eontrol e , h11 die­

a1aaed planning aimed at preYcnt1~1nflation b7 merolr r eterr1ns to 

that part ot JCS 108? that atatoe t he reepone1bil 1tr will reaoin vlth 

t he German people and author1tiol t or pr1ce eontro1, 

AI t o t he Ylove ot the po11t1fal 41Yiaion ba•e been aeked in 

( th1a eonnoctlon, I aa adYie1ng the rtnsnce OiY1sion that I t eel a aore 

poait1Yo pollc)' ia needed, It bae been pointed out by •• that J CB 

108'1 aleo dlreota BCA&r to~• action t o pre•ent di1e1ae disor der 

anA t o oper.te oeonom1c c&ntro11 to tho extent es sential t o eooure 

a~thorited pr oduetlon tor the war aat nat Japen, tor rep1rat 1on, reati­

t ution or rel 1ot. 

It baa been pointed out bf •• th1t 1arso scale reaoTa1 ot Oer­

aan Go•ernaental 1nduatrial and tiaanoia1 ottieiela t oss t hor with 

the poeaib1litJ that thoro aar be no reoogni ~ed •aera~n authoritle8• 

ooil4 ceuH a no- that would enoourago the dnolo~&nt ot obaotlo 

eoc111 and eeonoa1e oond1t1ona, 

U 11 talt b)' M that lt unr11tricted intbUonarr tl'lnlh were 

( pera1Ue4 to C..Yilop, tlao ia-.411\1 obJoct1TII ot !!OAEP" end the 1on1 

tera Al11e4 oeo~Uona1 ala• coulcl be ell&lngore4 acrlouelJ; In n .-
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PAIUPHftA8l or TEL!:ORAM IU:CF:l'IED 

TO: 

DATII:D: 

lftJJ18~1 

Aaorloan Dabaa~r, London 

8ooroter7 or st~to, waeh1nrton 

J t n\lfJ I')' 2~. 1946 

796 

SEC'R£7 

The tollo~1ng 11 fro• HurphJ, 

Kore,..Ub rororenoo 11 11111do to Ea'buer'• ceble or JanUI rr 22, 

no, ?&~. 

!he f1nance D1Y111on, 1n tor~~ul,.t1ng poah·ar control e, bee d1e­

a1eeod plenn.1ng al med at preYcnt1 ~1ntlet1on b7 cerol7 roforr1ns to 

that part ot JCS 1087 that etatoe the reepone1b111t7 ~111 reaeln with 

the German people end nuthor1t1oe t or price control, 

Ae t o t he •1•~• or the pol 1t1fal d1Y.1e1on haYe been aeked 1n 

( th1e connection, I .. ad•1 e1ng the rtnsnce 01Yia1on that I reel a aoro 

poe1t1Ye pol1cJ 11 needed, It hae 'been pointed out by • • thet JCS 

1087 al eo dlrecte SCA!r to~o actlon t o proYent d1eoaeo di sorder 

anA to operate economi c centrole to the •~tent oesentl al t o eoouro 

aQthorl t ed pr oduction tor tho ~r all n•t Japan, tor roperat1 on, roet1-

t ut1on or r elief, 

It hae been pointed out bJ •• tbet 1a:rso eoalo J'etlonl or Oer­

•an Oo•ernaentel in~uetr1al end t1aeno1al ott1c1ale tog~thor w1 tb 

~he pOI11b111tJ that thoro 887 be no rooogn1t ed 1Gora~n euthor1t1e~• 

ooal4 cau10 a yaouua that would onoour1g1 the 4e•olopaent ot obaot1o 

100111 end econoalo oond1 Uon1, 

It 11 tolt b7 • thlt 1t unrutr1ote4 1ntlet1oul'f trende ~ere 

pera1tte4 to &IYolop, the 1•~41eto obJoot1••• or ~OAtr and tho lonr 

tera All1t4 ooovpetlonal a1•• could )o on&angoro4 oer1outlf; In re.­

tpMt to a terre pan ot the ooraen ooonOIIJ, our plenn1nc and oontro1• 
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TO : 

DATED: 

JUJII.IEIU 

PAI\APHAA8C l)f TEU:ORAX 1\ECF.l 'I F:D 

Aaer1oen Ea~11117, London 

Beore,e r,r ot s'~'e, waeh1nr~n 

Jen~r r,r 2~, 1948 

'798 

The tol lo- 1ng 11 troa MurpbJ, 

Hel'l>'1 'h reference 11 11111de t o !oiabiiii!J' 11 ceble ot J enUJ rJ 22 , 

no, '78:5. 

The finance D1•1e1on, 1n tol'll~l•t1ng poat •·ar control •, h11 cU I• 

a111ed planning a i med a t pl'l?t nti"\ intle,ion bJ cerelr referring to 

that part ot JCS 108'7 ~at 1tete1 the re•poneibil ltJ will reaa1n -ttb 

' he German pe ople • nd euthor1t1ee t or price control, 

AI t o t he Y1ev• ot the po11ti•al 41Y1 e1 on ha•o been a eked 1n 

th1t connection, I aa ad?lt lng the rlnance 01Y1e1on t hat I f eel a aore 

poa1t1•e pol1cJ 11 needed, It bat been poi nted o~t bJ me t he ' J CS 

108'7 al t o direct• BCAEr 'o~e ectlon t o pre•ent di 1eeee di sor der 

en4 t o opere te economi c cOntrol• to the extent eseent i e l t o eeoul"' 

authori zed pr oduction tor ~e ver a&' ntt Japen, t or repera t 1on, rett1-

t ut1on or r el ief. 

It bat been pointed out bJ ae t het large ec11le I"'AOYal ot oer­

aan Oo•ernar.ntal 1n~uatr1el and t1aanc1el off1c1ale t oget her vl tb 

the pOI11b111tJ that t here aa7 be no reoogn1!a4 1Gerean 1uthor1t1e1• 

ooald e 11u 1e a • • cuua ~at would enoourage tbe 4e•elopaent ot obaot1c 

100111 end eeonoa1o oond1t1one, 

It 11 felt bJ .. ~•t 1t unrutr1ote4 lntliiUODirJ trendl were 

peralttad t o 41Yelop, the 1a~41ete obJeet1•ee ot ~OA£r 11nd the lonr 

teN All1ed oooupaU onal alae could be en&.ngere4 eer1ovtlJ; In ~­

IJ)Ht to I 1~ part of the Oll'IIID .. OnOIIJ, Our plllln1~ ln4 I ODti'Oll 
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are pea1t1Yt and 1 think that 1t would bt unv 1aa and 1noont 1 t tent 

1t "' were t :> collpletol y a vn l O the 1~pl1cat1on ~ of 1ntlat1onarf da­

velop~~en l. a. o r co~rse , " uch ao tlor< 11ould nllt prevent ot. r 1ntoN1~ 

t he Otraw n pe:>pla the t the ul t 1caa to re euondb111 tJ 11 tht1r1. Alto, 

o:.~ r aot1on "'ould ba condah nt "'lth the d1reot1Yee or J OB 108'1, asnlntt 

bu1ld1ng up t n t OenaD. t oonowy. 

I ha ve hnd to pra,. ..,nt these v1aw~ t o t he Fln,.nce Dl v11t>n .,1 t hout 

pl'lor conrult l.bn ' lth t hu De t-/1 r t !llont ln v l e w of t h e nAture ot tho 

o prr ot 1or. '> f US group CC ana t he ne e,. t or an 1111med18to ot>1 n16n. A 

dG!J)e t ch , eo c locl ng c-o:: l e e '> ( my Clt'llor nn dum t o the F1n~nc~: D1v 1 • 1o n , 

f ollOVIl • 

• 
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January 17, 1945 

:;TATU:. 0F !.IA'rTJ.JtS P.L:m>n:G rliTH STATE 

(1) Lo~tslative Comuittee, compos ed of State, Treasury 
an Budget. 

(2) 

-1 

·:r. Acheson adviaod ~rr . \'lhi t e yesterday evening 
that he had not yet cleared the memorandum Vli th 
the Di rector of Budcet but would do ao shortly. 

~essage to Congress on Bretton Wooda. 

We hnve ready a r edraft of St ate's ~essaee for 
clearance with State. 

(3) Bretton \7ooda Legislation. 

( 
There is stil l disay, reament between State and 
Treasury as to the fo nu this le&islation should 
take and we are to ~et together again with State 
in the next day or t11o . 

(4) Foreign Economic Poltgy Commi ttee. 

IJr. O'Connell sent our proposed executive order 
establishing this Co.IUittee to J.lr . Acheson on 
January 15. Ur . O'Connell ' s office advised thAt 
llr . O' Connell has not henrd !rom Ur. Acheaon wit h 
respect to the cat ter. 
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WCOTIVB CRD!R 

ESTABLISHING A FatiiGN liCON<JaC 

POLICY BOARD 

J€3 

B.T mtue of the Ill thc:r ltr neted in !JI, &I PruJ.aent 

of the United Stat .. , br the Conetltution ana 1tatutu of 

the United Statu, and in order t o proTide for thl 1111r1 

effective coordination of t he fUnction~ and aotivitie• of 

the Govel'!lllllnt in relation to fo reign economic probllllll, 

it i e herebf ordered a• !ollowa 1 

.t 

1. There 11 herebr u tablilhed the Foreign ioonoal.c 

Policr Board (hereinatter referred to &e t he Boerd), 

The Boerd 1hal l eoneiet of the Secretary of State, 

the Secretary of the Treasury, the Secrot&r7 of 

CoiiiiUr ce md the Secretary of the Inter ior , Tbl 

Secretarr of State •hall be Chairman of the Board. 

Tbl Chairman of the Board 1hall requ .. t the head• o! 

other agencit1 and department. to be repre11nted in 

th~ Boer d' 1 deliberation~ whenner mattera 1pecialq 

affect ing 111oh agencie1 or department. moe under 

condderat ion. 

2, It 1hall be the function of the Boerd, acting 

1ubjeot to the direction and contr ol of the Pruident 1 

(a) To develop unified prograu and to utablhh 

pol1oit1 with rt~pect to the eooDOIIio ~;elationthip• 

betwaen t hil Govti'Dlllnt and fo reign JPTil'!lllllnta, 

(b) '1'o arr~ fo r the unification and coordination 

of t he aotiTitle• of t hll Gove!'Dint relat.bc to 

torelp teen=•• attas.n. 
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(c) To report to the Prulde.nt at frequent 

lntenal1 oonoemlng ita activitiu and to 

make euoh reoommend.ation1 to him as the Board 

~ de~ appropriate. 

ill action of tba Ilo&rd shall be in conformity with 

t he foreign policy of the United Statee aa determined 

by the Secretary of State. 

8. It shall be tbt duty of all a.genclu and department. 

to supply or obtain for the Board such information 

and to extend to t he Board auch a.sai1tance and facllitlea 

aa tba Board maf require in carrying out the proviaiona 

of t hh order. Nothing contained in t hil order shall 

remove tba ruponaibllity or authority of each executive 

department or agency for carrying out i ta own func tlcna 

and operatlcna but 1uch functions and operations shall 

be carried out in accordance with the foreign economic 

pollclu formulated b7 the Board. 

4. 111 prior executive or dera and ln.atructlona 

in1oi'ar aa tbay are in conflict hernith are amended 

accor dingl.r • 

' • 
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Jan. 17, 1945 

J.!r . Coyne 

Secretary Uorgenthau 

I think you know how enthus i astic I waa 
about the V- Mail Christmas Bond Letter to soldiers. 
I wonder if we coul dn ' t work up something along 
similar lines, namely a V-!Jail Letter noti fying 
soldiers that a friend had bought him aL o d, 
and t hereby have it in continuous use. /. 

""'-""' ':1 ~/.;.._ ..,_ • 
r x., .... ~ .... L. · 

~ . " h~ ...h' 
"""7. 0 • , I , 
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TREASURY DEPARTMENT 

'1'0 

1'11011 

INTER OFFICE COYWUNICATION 

Secretar y J·:or;:;cntho.u 

J . ·.~ . T'eh1e 

DATE 

January 1'7 , 1945 

You nay be interested in tho attached mer1or andurn, 
ir1dicatin- wltl1drawa1s_dur1nt the period , ::JecEmber 15, 
1Gt;.4 throutll January 10, 1 J4.5 , of .;roperty previously 
decl~re<l sur.~lus by t !'le Army "nr1 ::avy . 

You r.111 note that the total a--:ou."'lt ,-:1thdr awn 1c 
over .:;35, J00, 000, !)'!'sed on reporteci cost of snc!1 materia l 
to the Joverrt>:tent . The bull~ of t'. 1:> 1 tern is ::>24 ,000 ,000 
ln ..,as "!asks and [;as ,.,ask carriers . _ 

.:nc1osure 
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1~e:1orandum To : J . ~: . Pehle 

F'r om: Russell C. !)nncon 

Subjec t : su~~-ary 1.!1 thcJr awal s Ar.ny . :Javy Sur .Jluscs 
December 15 1 

104.4 t hrough Januar y 10 1 104.-5 . 

Divicion 1 1 Furpi t~re 

351 'iOO 
1:::; 1n5o 
351::J50 
401000 
11 7.09 

I t.-·""' 
b50 

•_tsed :~att:res-es 
used ?1llo.,.:s 
~:ew 1 :at. :re:ses 
Sterilized !:attrossos 
Dunl; Beds 
Foot Loclccrs 

D1vicion 2 1 !·.acllin~ry 

:.>1v 1::-lon 3 1 Jel}~r:u Pro "Cts 

: ,oo,• 1 !:CJ:; I•'h:>hll •• t ... tatter ief: 
::: 1 '7'-·v 1 000 t..::::nu:11 -cion soxas 

Dlv1sion 4 1 Aut omoti ve 

srnall withdr awal 11e.rts , 
a:J,.rc~~~~ J.t.e l y 

!:;JO Scout .::ars , :-r...ll~ 1 "lnr:• 
reQl'CSts ror 

_,·::.··tl t: of 1.ev -.:'ld 
usea nre~ 

$1921 ·;ao 
.., 011? _, ..,_ 

l eo '"'00 "' , ....,v 
:>01000 
,.. .. ., 1' '" 
uv , '"" 
~~~ 1 ' !)0 

~b35 1 940 

.. -,r., c·,··· 
t)V - 1 tv 

G, lUG , uUO 
:,iG 1 6~5 1 1.. '(jC 

1 ,825 , L J 
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~1 \' J.aion v , Eru·c·•'• .. re 

I•wr1r.t1n..: "'.C •. ines 
3olts and scr ews 
LO.ntcrns 

,_ l C( , 't ~l 
t..J , OOO 
'15, 000 

Btoves anc. P<..rts p;: , Au 
4- .Jheel i'ncY.s 02 , 100 
rise . Cl.1l'i2Viare , Tool s , : J.umb ln:. F iXt.l'r:lS vG, l l'l(' 
Sllvcr::are , C .l.nanarc , :-rel1"'l! nr y :>.eq . 11('(.' , Ouu 

;, 1" ,, 1 on : , Text iles 

.. ~1nC02~S 
:,.r.v:.s :=~els 

Cc:rrivr~ 
· .ool :..l3n::ets 
L~rtt.1 er Z~oe rn.cn 
Linen . :t,J::ins 

:.Hv l ::J ion 7 , r:ediclno.l s 

First Aid ~ressl n s 
:1dncsi ve Flaster 
.. ... -.~ay ~cre2r. 
Sulran 1la~ide 

3urr01·;s Sol ution ':'::.bJ.ets 
.\.,...,oni a 
Procaine 
Cat:_ut S:ltur e 
:vnet1ne ;~ydrochlori<le 
Deconta"'ll natin;,; :1..:;ent 
•·1sc . Dmr;s and ~uppl 1es 

Division 8 1 Paper 

q4" "00 .... v , ... 

f ~ ""' .... _, I VV\.i I \. 

5L•2 , Ccv 
•'t 0 "' 0 t:, _, ..... "' ' "" 

(~.). I ,l .('1 

7:.! , 0()1.) 
1 ' '(.j() 

., J. , ~ao , ouo 

27, . b8 
8l , ..AO 

l02 , '10U 
1~2 , 000 
251970 
20 , 00() 
Z./1 , 50v 
::J::J 1 UQU 
26 I O~JO 

539 077 __ .=::;:.;>'-=-
~GI 4l<.:U I ::!4b 

:.o witndrar;als to v~arrant consi deration . 

Tot a l all :..hisions , a"lOunt: a,..)roxi~.ate . . _;::5 , 0:J3, lt>7 
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TH£ 5£CR£TARV OF" STAT£ 

WASH I NGTON 

J:ear Her.ry: ~1,;< 
I h!.Ve recoiv .. u ) OI.U" l etter or Jllll\1.1 r~ 16 

f!"e::entinu tl.t prwU.~.:inary v1er.s of the Trecsur) 
De!><rtment on the tl·~nder to the net. pro_,ozdu 
r.crl.C ort.Uii::t Uon of certain fwtcticn:; ano 
o!'fices r<tl' teo to n<J•cotics co~.t.rol .. Uch 
oj:oeratea tmlier the Len~oue of ::::ti on:: . I L:>~ 
.skill[ thw L, .,l"Oj>l"icl.e of!'icer~ !n tte Pe!J' rt­

ment to con:,i uer your f'>l~U~ ticm" un to 
IUldert:llte informal convor~uLicnc .. itL :;ow· 
rep·e::ent."ii ve:.. • 

.. ith b•nt .. iolwa, 

:· incerely ;your:;; , 

ThE llononi>le 

Honry :!ort;enthuu, J r . , 

Secroi• l·y of the Tre~ ~"Ul1' . 
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TH£ SECRETARY OF STAT£ 

WASHINGTON 

January 17, 1945 

Dear Henry, 

Thank you f c r your letter of the 

8th relative to the statement answar-

ing s enator Wheeler. I am delighted 

that y<:YU liked the statement a!Xl 

a.ppNeiate more than I can say your 

taking the time t o write to me on 

it. 

·.lith best wishes, 

Sincere~· yours, 

The Honorable 

Henry ~orgenthau, Jr. 

Secretary of tbe Treasury 

Regraded Unclassified
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Dear Dr. IOmg • 

I . .. . .,..., Olli'PJ to loon tbat you tan not boon 
well an4 .bllvo beoa ooa.f'1ne4 t o .,. hoaplMlo 

I am a t taoh1ne; a clwolr tor tho aiiO\la' ot 
! l60,eo2,7eOo06 la p&,.ent at Uo So A"'7 ox_wndUur .. 
J.a China lnourred up t o Sept•be• 301 10.•• Ia .. 41• 
tt• to the attaobecl obaak, lllatruot:t .. haft IIIHa ,s..,.. to tala u. s. AN1 a.a&qUU"MPa la Obn•Piac 
-. t:nn•t•r tu,OV7,at.N •• • •opoel' 1a lt:o 
.... 1a tala Ooatl'ol illaak .r OMJ., O...&tttac. h tale 
oN41 t of tM GoYom•at et ... Repd!U.o at~ Cbl•. 
tw.e~r wlth b taa allll• W.naforrod • Mlfth 1, 
lH•, ttwso pa .,_nM toM1 ltlO 111111•• I ••1A 
appraotaM yery ••h it you w011ld diJl tho at taoba4 
reM1 p' fer the obaolr. 

I tii'Ua t tlw t: 'bJ .,. •t. • are ready to bn..;ta 
aafot1at1 ... wttll ••,_,.. t;o ,.,_nh ! 01' u. s . A.., 
ob ~auoaa 1nn...- 4-s.ag b loot quar-.. et 
IM', you will ban fttll7 roo0ftro4 II'• 70UI' pr•••t 
lllDO sa. 

Wltll bolt whlwo f(ll' JOUI' speedy I'OOCWOl"J'o 

Slneer aly yours, 

Dloe Be lle .... , ....... 
.. &lac... Ia at -.1'1-, 
lslr ...... ~r, IIUJlut. 

Baoloo_.o 

lSognod l H Morg•ntha u, J r. 

IHrotu>J ot b ~a..,.. 
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lleoo1nd rr.. 11. a. !I'Mn1'7 ebeok 4a\e4 

.JaauUT la, 1MI, lo. '71 11'7,011, - tbo a.o.m\ 

~ OM JID...,ped PU'tJ 111111• liM IIIIMP04 !We 

!bOll•*' !efta .._...d IU~ Doll.al'a aid PCNI' 

o .. -. <tuo,IOI,'710.M). 
Dato41 .r .... ,. _, 1 .... 
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TREASURY DEPARTMENT 

WASH INGTON 

I n the excllX!6e of le tters between Dr . H. H. Kung 
and yourself , dated llovember 2o , 1J44, it was s cree•' to 
pay the r.ove r nment of Chino ?210 m1ll1on 1n settlement 
of a ll 11, S , Army obli<;a tions incur red up to Se~ltember 30 , 
19 44 1ncludinc trMs fer of ;25 million ~nade t o the Chinese 
on March 1 , 1944 , .t'ayment of the r emai nder of ~185 mil ­
lion 1s beilJG effected in the fo'.low:tn.r ~"1.!lnner : 

( s) Tro surer' s cneck for the amoun t of 
; 150 , 902, 760 . 04 !s to be delivered to 
Dr . E . H. J(Ung , 

(b) The U, S , Arm y Headquarters in Chungking 
v;iJl transfer :;~4 , 097 , 239 . 96 now on 
deposit in its nante i n the Centra l Bank 
of China , Chun~·lt1ng, to t he credi t of 
the Government of the Re p11blic of China . 

There is attached hereto receipt to be si:ned by 
Dr . i\un{l . 
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TREASURY DEPARTMENT 

INTBB OFFICB COWWUNICATION 

to Secretary l·:orgent hau 

riOM J . \'1. Pehl e 

DATB 
Januarv 17, 19U5 

I am at t aching hereto fo r your information a cony 

of a letter which General Wesson, Head of the Rus sian 

Division of FEA, sent to General Rudenko upon rece i nt 

of a cooy of ~eneral Rudenko ' s let te r to you. 

I am also a ttaching a cooy of the letter which 

Wesson Rent t o ~l r. !·lack in this connect. i on. 

Ther e i s consider able further backgr ound infor:n~ ti on 

which I would l i ke t o submi t to you orally bPf ore you 

see General Rudenko. 

Enclosures . 

-
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COPY FOREIGN ECONOMIC ADMINISTRATION 

wASH I l~GTON , D. C. 

Mr. Clifton E. Mack 
Director of Procurement 
Treasury Department 
Washington 25, D. C. 

Dear Mr. Mack : 

January l b. 1945 

In response to your letter of January 12, 1945 
I am enclos1ng a copy of my letter of today's date 
to General Rudenko commenting on h1s communication 
to Secreta ry Morgenthau dated January 9. ~~~5. 

I believe that my letter to General Rudenko 
will set forth the pol icy wnich we a re following 
on this proJect . 

Of course. we should be' very careful to avoid 
any negligence on the part of ~ . B. Badger & Sons 
Company in completinp. the proJect and we shall look 
t o you, as usual, to make certain that this company 
is held to its program . 

Sincer ely yours, 

Ia/ C.M. Wesson 

BA-823 

Major Genera! . U. S. Army 
Director, Division for Soviet Suoo!y 

Enclosure 
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Januar y l b , 1945 

Lt . Gen . L. G. Ruaenko 
Soviet Government Purcnas1ng Commission 

of tne U . ~ . S . H . in tne U. S.A. 
3355 Si xt eenth Street, N.w. 
Washington , D. C. 

Dear General Rudenko : 

'£nan!<: you fo r sending me a copy of your 1 et ter of 
January 9 , 1945 actdressect to Sec r etary Morgentnc>.u . So 
that tnere may be no m1sunder standing I would l i Ke to 
c lar ify a po int ra ised in t he letter. 

As I indicated to Mr . Lukasnev i n my l etter of 
September 27 . 1945 and Novemoe r 5, 1~43 , tnis Third 
Pr ot ocol r efin1ng proJect was undertaKen on terms 
quite d1He r ent from those oz tne Second Protoco l• 
r efinwg pr oJect. wn1 t e it was our intention t o Dress 
t ne prOJect as v1gor ous1y as poss1 ble , it was impossible 
to ass ign a hign urgency rating to it w1tnout ups et t ing 
many otner urgent programs fo r t ne or octuction of nigh 
octane gasoline . You will note, ther efore , t nat my 
letters statea tnat t ne program was int r oduced into the 
schedule 'ntnout a spec1a.l direct ive and with pr iorities 
which ~1ouw not exceed t hose ass1gn ea to simii ;; r plants i n 
t he program of the United Stat es . No commit:nents of a 
more defi nite natur e have been assumed subsequent l y . \'le 
shall make every effor t to see that no negl i gence occur s 
in tne scneduling and manuf acture or the Tni rd Prot ocol 
r ef1ner ies, but I do not feel tnat we can just111ab1y 
pr ess for pr iorit1es or directives ~lhich would upset 
otner urgent programs . From an exam1nat ion ot th e r eport s 
on tne orogre ss of const ruction or the Secona Protocol 
r ef1ner1es i n t ne U.o.S .H., I do not believe t nat the 
'fhi rd Protocol refine.ry proJeCt, even with current aelays 
will reach tne U. o. S.H. at so late a. date t hat t he re will 
be a gap between compl etion of tne Secono. Protoco l pr ojects 
and commencement or tne ·rn1 rd l'rotoco 1 project. 

Sincerely your s , 
/s/ 0. M.wesson 

MaJor Gene ral, U.S.Army 
Dir ector, Di Vlsion fo r Soviet Supply 
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WAR PRODUCTION BOARD 
WASHINGTOII, D. C. 

JAN 1 I 1945 

lq dear 11r. Secretary 1 

!hie 1a with ret•reAoe to your letter dated January 16, 
19• &, ur&ing that a bi&her priority be granted to ovaroome delay• 
in the delivery ot equip.ent tor extenaion to Hi&h Ootene Retin­
er i .. lloo. ll and ' · under the Fourth Ruu ian Protocol. 

The abon -Mntioned refinery oontraote ha.,.. a lraaq 
il» hipeat pouible priority r ating (.U.-1) . The oontraotore 
ha.,.. r e ported to ua that ~ ot the ohi~nto 11111.y be met b)­
JUDo &0, 905' will be 11111t by llovember l and that completion J~>&y 
be expootod by January l, 19, 6, .t. dire oti .... or on r r idins 
expedit ing aaaiataDoa would diorupt delivery aoheduloa on 
other urgent war program~, 

Mr. 14. J. Dautoh, who 1a following the Ruoai an Land­
Laue Refinery Prop-u, report a that 11r. Clifton B. W..ok and 
lfajor Gener al c. )(. 11'e 11oa are now revieing the deliver :r 
aobedulea to detenaine what improve..,nt oan be lll&de without 
interterenoa with other urgent war production, Mr. lfaok will 
report to you on the raaulta ot tbia inveatigation, 

Honorable Henr;r Morgenthau, Jr , 
Beoretary ot the Tr eaaury 
ll'aahington, D. c. 
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r'ROJ.! : 

TO: 

J.\T::J : 

90 

Sub,-,lt.~uc! here•c!.t.., i a '-'' in~.::rret. :.~tve np<>rt. on dove lop.-~nt.s in 
Soviet poliC)' ha:sdd 011 t.he Pr~!~ fo~ the ">eriod frora (.IC1,.ol>tir 13 to 
Oece!!lber :n. 

A chance to 11ur~uo its poll :.lcnl objacti vGs i n RreaH liberated t.y 
t he Ru~8ir. ro ,·, n~~:• !til& in e ff<~ct ~~~'~" t•lvcm l.o the Sovl e t Union by the 
relative lull in mtli t aro· nctivttios on Lh" S•stern Front. . Tho pat.torn 
o :: Sov iot t.oct \cu tn <:aste r n t uropu and the B:tlY.ana hn eo a result. 
t aken shape oud \.!Klr c 'ws been o cl11 r ttication o f Sovie t Glllll:, ;• hile 
esc:-.e11in~: dlrocl. ::ttcn;>ts to i'lcorr-ort t.c• tnto t.~ Soviot. Union alien 
paooles "!lo ~ore not etlbr~>ced within Ll:" f rontiers on June 21, 1941, it 
has becO<".e Opf": r mt that t he Soviet.c aro !l<lvort.';e l"" ' onoloying \.hft wide 
va rl.,ty of Mnn~ at t.hetr c!i~po3d - soc r .. t ;>ollc:, occupat ion troops , 
labor unions, loc~l co~urist ~,rt\e~, econo~Jc prossuru , sponsored 
cultura l soclot1o" .:md e ;mp<~thel.ic l eft \s t organi=otionll -- to ossure the 
~st.abllshmunt o ! rolflirneo r,l,\ch :.ctuolly doperd for t~eir exist .. nce on 
CI'OIIp S re" pOTI3i V03 t o all ::U~OStiOnS CIM,"l•tiO!; from t itO Yroml1n , While 
mn-tntnininc illl out.wnrd "!>f'Oiu·unce of independence <>nd of hrend populb r 
support. Du;'um!ent. l a r :;cl,y on t.ho oY.tent and s'.. renp,t.'1 of resiat.tmco t.o 
Soviet pcn~t.rat. io:t, t.he t.actics are cu:les s in their v:.:-lcty ond are 
adoct ed t.o meet. t l-e sl t.u11tion in each pcrticul:tr country . ln this 
conn.:ction i t is psr tlcclarly noto11or\.hy t hut no p r actical distinction 
~'"'"" t.o be t:lllde be t t coon ex .... ne::l,;' count. rie~ which have been occupi ed and 
ceillb•rs of t he Unit.ed r:<:tio:uo >.hoae t erritory has been libur ut.ed by 
:;o'l1e\. t.roopu , 

ln :Joviet forei r,n pulicy the o•terrid1ne ccnsl.dcrotion is the prc­
o~cupution 1·:1th " uec:.ri ty", '"' vlt:t<ec1 by l!oscow, ~oot of tho recent 
!;oviel. actions which ! 1 av~ rousod crit.ich lll ~broad ~re explained by this 
objoctl.ve: the op;:osition to ret:i o n.:>l biOCll l the demand !or wwnl.U.ty 
of decision in t..>1o cc.uncil of the socu.rity oreanization; the decand for 
t he l.ho r ouptl pu.ri'C or rer.c:.ionyr y ole::~ent.s in all l iberated liNia&. tho 
constan t h:1r p1.nf! at the t;uropc"" neutrnlo; the deNnds for vas t oil a rr:l 
cdnerol conco:o~lon.s in Iran; t!le sponcoroh.ip o! pu::>peL ro~;Uiea in nll 
ccnti~ous countrioo . A period of frcedom rrom dnn::er d:.trin& which it 
c:tn recover Cro:o I. he ttoundo ot t.ur end cooplete its l.nduatri11 1 r evol ution 
l.s eoughl. by tho Soviet Union . l t. doea not appear that tho 5oviet con­
ce otion ot •security• i s co~ni~ont. or l.ho similar needs o r rir,hta of 
or.her countrioa and ot Russia ' • ot-ol1r.ation to accept the roal.rointa, as 
well aa the bonatits, of c oystom or 1nterr~tiono l security, 

( 1) !!! .!!!! 
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(1) Ir. all rrr ,\or ~~~"':C'\'I:'r.? ·~nt.:- on :or~ iJ:n urfnirs t..he n.aJor t. .. ~t: 

o r ;,.llied unit.}·, dot·.inu n.t. ~ t.~e .. :;~ 'i't1~1 :-;.n u,_d t!oscoft con!ernntca 1 eon• 
t1nued to bt: strcs!:o1; '·u t. \1. ~U1d U~f;\\ \.I"C!d \f eer t.aia r-errunctory quill ty; 
and to c ont!il.lon t~ sovi<:~. H:llHc fo r dUtcroru:tts hhi ch tho o pproachinF, 
end of 11er i n <;uro;::e l!ti,;~l. l:l'iu · , v n i.'IO!" chord ••co introduced , llia ­
pnosion:\le pcor',rnyal. > . ~o ,..,,<Jel lo I. ':o ~uviet r .l:l(!l!r of tho CerL1811 offen­
sive i n t.he Aruenn~s as 1< sall"• hcvl 111: l .ic:.tted oh,Jec t i.vua llnd intellllod t o 
throw off uhltonco th~ r.ranc! AlUuc! ortcnsiv~, r'requontly lt,c Sov1ot 
reader 11us r <lminded , in the me:.nt.l.nc, that the 'ted arqy i n tho i::nst wna 
unraeiral! l.hu bull: of CP.rtH.n muni'''Mil' , :. n:! t he precs l"~senl.ed irv110dhtely 
a n:r inpllcal.!. .:>n~ t ho\. the op~r:•t.\c>n3 in t!ufll\ary served first ol' all 
~o~itic3l aiMs and thut. t!JO Hod 0~13' uas not c!oinr. its shnrOt 

(2 ) Continued l.u',c l'""!~l. •·~• lei' "~" lte"u !rut .,,~ry ''"" conifus~ed in 
pr oje ctu, covering vn r ious fic~da , :or int ernational c~pcrntion. The 
:lovie t pcsition t.cs rcsttot.ed by ';tl: lin i n hh speec!'! of t!ovtonbcr 6 a nd 
no cr.~n,~o took p'U-ce i n t 'l" ;;ovict att.it.u!!e tcnard pr.rtl c i ('btlon o f the 
rre~t ;'O"crs in ·,otin!, iu tl•c 1.ueurity council on issues i n which they 
"""e invo l ved. I• :>r<-!'CSIIl w:.s o:lvronced in [iec!S'I'ber by .!a r ArC. Tho :•or k­
ine Close for cont.i=!entnl ZO:'le: ._i t.hin the security orr.nni~At.ion in 
rthio!l, i f t heir i.Jrte":"'0!.1t~ t.lt~l i iiVOl vc:d1 t.!'tc £ t'eAt. po'ftC T8 'tiOUlJ! bo repre­

OO<It~d. 1'hu pa r poao of thb uchonv t.t:" undoubtedly to offset projects 
for re~:iowrl \>locs to v.!11c !1 thu =oviet.s DN ~tronely Ofi!JOSOd dnee t hey 
fonr th~t ouch uloc" ma~· ut. SOI"O futuro t i•·>e be dircctud np,1•inst t he 
~ovi.;t Union, 

Cr uLti on of ll new nl'ld po>:orl'ul int., r nst.ional trnde union Ot'l~~nizntion 
cont•·olled h:t then i• pl&inly t he dctcmina tic n of tho r: remlln and accord­
Lngly tl:e p ress shoned k3ene•t interest i n ~rGde union qu~st.ions, n nd in 
t he i,r intcrnationcl ~3;>t>CI.s, uan.:ciolly . r.t. t~ convontio no of the CIO 
and the ;. ~· ot L, n~:ich """' reported in ~ctail, the usual crit.tclsm was 
d i r ected a t ~he A ? of L for conl.tnuinti i t s refusal, nhen ~oviet deleno tes 
Y>ere present, to tal:c p~ rt. l n en intern.,tloJ1.1l tnu!" union ,.~thDrinp,. The 
Ou l r,a rian te~eration rcnuuo~~ pormis Bion t o s er.d deler.~ tcs to t ho Corth­
cOil'.iry: !.nt erna.tion::l ll'ect!n:: l.n Lot!Con end Lhe t.r ad01 union noveMD nt '"'" 
re'r~Ved in Rur-.ani·: Ofld Bulr urla . Tho innuence or the sovi et duler,.'ltos 
would oo st.rer.gtheMd at. 3uch ' • noo ting , or coul"S<l , hy the nt tenda nee 
of dol c r,&tions from counLriuo noto occupied '>y the Soviets , 

tlCficl.al ••otlvul.ion for rofuG.:~ l of the s oviets to tolle port in tho 
Chicot:o Cl.vil ;,v i atlon cunfer11n<:e wall ~ho fc.r.t. thot the t ol lowinJ! countrlea 
" h:ld1 h'IVe no diplo•~atic relotionu r.ith r!ussi.a. 11er o roprconnted -- Switzor­
la rrl, 3pain end PorLuod . t·•·o cofldin;;e uf t he conr.,rencu ><e ro !ollolled 
caref ully by the )"ll"ess And , t.lt.hough CO!'lNent "as avol.d!ld , the diver r.ence 
betr~een ,\:1\C!rlCbn Gnd f:r i ti!lh 1J0S1t.ions f:&S r e•Jenlcd IT'; >o'>At tf ll ~ reported, 

(3) ;.a nells frc•' e >:-e:te..'\Y and liberated countrie s bec~mo a voiloble 
t he amount "! aritish 0 nd v .eric::n n mtll dl<lir.hhl<d . .[ntereat in A.Gierico 
-•e centered on the olectlo~ by t he ~oviet~. Soviet confi dence in the 
reelection of ,ioosevclt l'OS atrony).y •vide:tt lllld dialike t or Dewey bee.,., 
mora artlculats os e lection C: 3y dNlr. nc;u-or. l.inkin;: of Oef'ey to l'oliah 

rcact.ionary 
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rcactionnr;: fnc ti ~1• \n t'.e IJ .;, ''~ •. rled , ll"i':S'c'IYA, on t loc eve of the 
eJections 1 •)r~d\c'.~d 1< ''·~ •:·~ ·o·· ~(v~<\'/ult. v lctor ; , rav~oltrr, 1 111. t'oe :til..,., 

tio:~<:, itn t ,;nor:mcc ot: C\r :ol tll' •o:.\; · <lt.Cor~ins ,;nerlcn•o f•l'lltics by 
&UGi:o~ti n,: ttt~<t a lost r.>i. nute 11tt•·• ,,~ on ~he l lfe of :J"~cy n1.1·ht he stoecd 
'Vy stampedintt i h"! e.le ct oro:te .. Tile!' J' f'Oo3ted c~nl!msia~t.ically t.he reelection 
or qc.J:tdVolt. l•"ld \.hi! def et t of l '"c\ Ltd,..•;qt!,'\.n- i~oLJtionist.s in COilfrea:J . ,, 

tnt"r..Ler CJ[ t.hl3 _.o~OVJ.et. Ce lt-:...-l..t.ion t•l. .J:L!.!.•.J :-t..on Cak:i, r'rofoarcr r rylov. :sub-
~equently d•:l tvcNt: a:: "x-::ellcnt ;•u'Jllc lcc~.l rt in 1 !dch he de11cribed nit.h 
unc!er~tandia •nd sy-u~~tf::; V.e cloctcr:~l :!J.I ~.<!n ~ntl the. c,M~~·l:~n . He nlso 
!"-id !lio:/1 tribute to <:cu~e·J~!t, !.t .. t:.ll'li••• a nd Hull. The l)l'css did nol 
re:10rt. this l e cture . 

The c outrovuray 1. n G~H[.C~~f.l 0 11t:r l'pproval or the nomin~t.lonn or ne" 
$ t 1l te Dep<~ r"..mtn~ offi cilllS r.ne follUI\e~ .. i uo lnt.~re•t by the r ress , 

(4 ) '!'he :.oviets, :> fl~er sev<:rnl o.on ths of unsuccess ful efforts to 
effect 11 roconcilint ion on ~o•Ji"t. te:-n.o~ o f the Lublin Cocmoitt.ee with t.loe 

10cre = dorlltu eleL'ellt3 of t.he !'ulht: ",<.wo;·nmcnt. in London, ,.,,v., ur tho 
alt.eoo~t ron .... ir•: th .. "~~ ienetJ.on of i:11<o>l8jcz;lo< snd se t in action an 
int.e n•i. ve or.it~t.ion in l ibera•ed 1'olond •·h!c h cu!.runtled in t iHJ ! omat.ion 
on :;e~tt."b<J 31 of a pr ov.!."io:l<ll ("l'lVer!lron:. in Lublin . In l.htt Clecnti.u, 
sev~r:, l ._r t.h., rr.c re ror oll'.:.nent :ieacors in t he ea r l.,) :>t.ar.es of the life of. 

the r:a li.>nal ..:oun~il, incll.Clt>t:. •. nc r zcj i':it.cs, .mo l"~:l in ehorce of land ' 
rcforr..t ::e:1ttf'&l ft') :·lini~, ,,,_..., CO~.:.n: nd•:d U,e i:'Olish foree,e in t.he ~ovie t 
Union and l:d .. er on \ he " t,:·s;,w :·rorot 1 :; nd i"~ndn ":esileu:.lw, "ho "oa head 
o f t hn •mi<>ll or l'ulisll ?ntr!.ot •• in ~0 ~·OV\et. Union, ' lith litt.le expl:lna­
tion, have! lJef:ll rttnoved fl'an titf>i.t· oo:st.s , ThtJrc is CllP.nif't~t in the 
un~ni:r.i t.y of uupport. r e po:-Lee for tho v:.rivus neasure~ uudort.al<en by the 
~~oa"liltee t.he t.i r,ht. ':<>nt.rul • 'Cerel.sud <Ner 'Jolil\ca l ;><ortitla ond public 
Olli:licn i n robnd , :•os CCfl' :< !.nfluf!nCO •lso i S i!V\Ocnt i .n 0 la ... •hiCh the 
r.ounci i. oc!optoc ur ovid1n.: gf.ern ;oonsll.ios f o r the f llniliar crines or 
s31..oU.t;'> , .,rJckinr aiY.I ~re<:son. l'osoo" wr.s visitod by a delenat.ion !'ron 

.Jrsa., to er.pru~s s~rxt.itude f or help ><hich the Soviets rcndored; in the 
"'"'"t.i:nB, the intr1;:aos cf ro~cll.onrory Polish circles in the United ::;tales 
Kere ulamod ~lj' the preso for r.h" d•loy 'Ln receipt cC he lp Iron there, 

r.ne r t e\Lcull;( l.he CO:Ji'liltoa proceeded tlith its prO/\l'Ml Of l ond refor m 
~nd "~" ll l.ol<l to ld\roouncc hy the tiiiC. or the yeer th•t in ~he orea lib­
e:-ated to d.:lte the division ot lnrr,u estnt.ea o nd tho distribution ot the 
land to i'et~c~ntu tu.d been prccti cclly l'inish~d . As the nc1. holdinr.s w~re 
very sntoll and th~ir ner. o~tners O~tt:n .. 1 thou!. dl'bUehl. ani.Jiv,ls and tools to 
" ork the"l, i t .. ae obvious t ho t t r.o n~reellin& Ujl ,.r the <utatea was un­
econoi:dc. Refot.., the net. hol dil".£5 could IH .,.,ori:ed " i th any dor,rce of 
t:fficienoy, it acor.ed inevlt.~ble t h3 t scm. kind of cooperative or col ­
l ective ~y3te~ ~ou\d ~ave t o be ln~roduecd , I n the ~ant~o, doubtless 
the .ru!o nn servuc! t.lte pur.,ose of lu~reosinr, sup;>or1. for the Lublin Com­
nitt.ee in 0 11 ~reo ><here the peo ~untry "bs lorg<lly a;:ethot.l.e And tloc 
Corrcr.unist inc!ustrl.~l ekn.ent. sr.1~>ll. 

(5) ' ·lli'llN:nU,y tlw ~tu,.t. lvn in the other Unlte~ llnl.ions cv~ntriea 

on 
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un t.h,)S6 s-.>j l the ;teo; . n .. · 1.r1o ~iJ :'1ti=-.a !' os :::uch les:: cor."\Plicated then in 
Poland ~~ A lnis~ic;n l.e'-":::.c;O b_y Uc'.ll:!C fltTive:..! i:: roscow !'r·om london , after 
t he en~ry of .1cviet. t.rc.· .. "~p~ iat .. o 1 ~ut.!H.1n.ib , to tu~e ov~r the adCliniatration 
ot th•! liberated terrltorer iu ;: cco;o~:lnc~ \lith tht: ~~oviet.-czl!choslovak 
ep,reonent concluC~d l:~ ::; t s ;u'in;:. Tho~- !!llo·.u:d t.he r.U.acion to proceed to 
Ftuthenib but ct <! not tal:e <! l.!"~.;cl ;>art. i n t h11 ci. vil arlmtnistrat.ion, "hich 
war. in th" h:m~~ of ' ' p•-o- ::ovi'> L 1\ut.hen.lan !!atioru::l Cor'Mitt e e ••hose oriGin 
i.s obsc•u·~ . ':'he l'occc~\ r: :-e~~ :mbl.tshctj ,,:-9s :;;:ar:es from m.colttJ r:eetine:s in 
Ruthenie n tom11.1 in l•htch d•JrGlh1:; :t"r" .~i<lc!e for the union of the provinCe 
,..ith the Ukt·a~nter' ~;:;~. l!o>:evm· , :t.;d arr.(t ofriciab on tho ~pot. remained 
str.l.ctly <•loof frct1 thill D.J:i tDt.lo rt , it. ;;uo <'eport(ld . I n two inotances, 
., ar 1\nr.! The !''or~ing CL:us~ took c~~l!C h torui.p,n t:iotster !.{3Silry'lt to task. Cn 
one occ~sicn for- r~v Lvi nr th" ~:!~a of 1'. C?.oct• - Poliah fedcr11tion and on 
another occesi~n for su.;;;:~,t.5ting t,)'>~t. hi:.t country mts:ht bncutx:J n bride,e 
bct.wcc~ the \ ·est. nr.C. tOO soviet Unilln .-

The occ ~sion for ~ ""' "~~r.c t.o :;tr.Un froJ:J 1'ito of r.r .. titude and 
solid<>l'lt)l >~ac furn:lt!hed by tm entry of sc·tlet troops into Belerade. 
Ho~<evcr , ctuch los• not ice in the pre.s than normally was accorded Yuco­
slavin. AltJost no notice '"'" t 11kun of tne visit of s ubn5ic to l.loscow. 

;. pp"r~ntly NOt'lf,git~n ror"il9" !.(in is ter l.ie (who -.hUe in )Jose ow l/flS 
•ccorded mat·"<ad c"rdi 1tlity) forJ:t<>d <.: 51ltisfactory workinr, a;;reement .:ith 
tho !:;oviets and romple t e understuncinr; ~ nd accord havo t.uen indicated by 
all rci'eronc<!s "ppeurlne in pr"e" in ccnnect1on V~ith relstlc.ns b<~tween the 
NOI'l'fegi a n population in the liberated 11:-eas of t:orwvy and :;ovi~t troops ., 

{6) The prlitHry interast 0:: the Soviets in the fonner enemy countries 
•,;hlch !wve brol:<:n uhh Ge.rr.>"-'f1Y "''.S hcm1. tho purge of former Collnborationiet 
and Fascist f ::ctions a nd t~t~ prompt l•nd compl.ete fulfillmt'n t of tho 
art:li.sUce tcn.'lS. The at t itude vf the :::ovi\lts has been correct. but not 
co rdial to,.,ard Pinlund, 1\!lich t;,., pr"Bs had cmrtnend .. d for its efforts to 
fulfill .its vbli:·ation~ u:tder the Ari'li s tice _.,uculously . The threat. in 
the pres3 th(.t t he f' r•rty r:d;;ht b<· t>li•unot ed from the political life of 
l'inland uml dissbtisf<~ct.l.on in 1'"-"Cot. 1'>eNJ caused by the fniluro o! the 
!Jociel Oert.Ocrat.i<: ?ilrt.y to oust Tt;nuer .and ot.hHr conservotivo l e11ders nt 
its cc.nvantion, ond to yield control of the Party t o pro- Soviet factiona. 
(In thft eyes of th« · tussi~ns, T~nnur and other cons<!rvnt.ivu l enders were 
rospc>nsiille in l::~re.e part fo:- tt:e llll\~nco with Gerl'..lll\1'. ) Periodic 
atl.acks and duwnds f or t~~ punl.ohr.1~nt. of t;r\,ko, Ryti ?nd o~her l""dere 
befor" the Arr.rl.stir.e £ J:so '"'P""i'l'<! in the Pruss. There •·ati gro.:ing 
activity on t.he part c:: the ''lnnl.s.'l - Soviet Union Society and other f.oviet 
~ponsored cultur nl J~l-t"JUp3,. 

Tt.e at.tit.nce or the ~~oviat t01mr d Bult;•·ria was ><~<rr.• and "pprovine, 
in contrest. to th.-, coolnos• sh<ll< n tot1B rd l"inl&nd . A rlace of special 
pr ivile p,c for tlulgaria cmon1~ the defoeted :><>'"era was c r ent. .. d by the coe~­
binat.ion <· f the trattitlonal RU&><bn benevolent feeling for l.he Slav • 
Bul~ars and t.he strategic locction of Bul::ario near to Dritish~occupied 
Cruece , and Soviet ssl.isfaction wi th the rather l!.nd Front Government ond 
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t.hO ent.htJHi.US~iC SOCif,t.ion ul t.~ . ., ;''Jr{:e r:•c(•~Uru.e, l.sOd the Ubjt'Ct. 9nd tJOrvile 

2Ub:\h •ion of t~:e delu;;lll ' '" !'roll .' ,ul,:oriC' ~~~=-~=>1: th~ \rt.tl.otice negotiotions. 
':'he Soviet :ll~~::s onj<o:-t.~ &·.t::..::;c~lion~ !or :.hu resder:oJ t. lc.n o.f '!UJ~OSl:tvia und 
!lU l so l'io • 

This coun tt')·, 1u:r.~.onl, , c:m!.~:>tl';d ~" t-e t!le bad hoy ~ nd :.bouc1! for the 

moat part pres~ mttt<t:"l(.l r+: .s lij.;}l t., thtl .;evicts did not hido their di:, ­
aGtbl'actlon ,, ith t l111 l'cil'Jr~ of ·~umn1a to coop"r"t" cor.~pletoly in meot­
lng theil: oblie,>t.i<·n• under 'the o\radutico nor thc!.r dluliKe f or the 
ttu.:~:•n1<t:l& ~ In :.m c!'!'urt. t o br~nt: hbcu.t an i.c:>:-ove:'1Cnt. in the situation 

'lie~ roroi;;n CO:Y•is• ·•:- ~y3hir>~!:i spunt :suve::-61 Y.eeks in !Juchare~t. 

Violent ,;t.tock:! .,., t h·J ''1"<>3S ~n Sllol•sy t.s ix:iro{; ~ 1/o:t st.oo'le ~ere 

th~ r ' 5Ult <€ tho co u;> :! •~t::1. i.n :'WI;.~ry >.~u·;h .f'olloacd t.ho "r:U•tic~ 
fenleru put forth in t~o, eol>t hy ~!ort..hy, A i'rovision~l f:tt)VOt1\rtl-mt was 
Hs~a\)lls~e<l ut ~kbroc~n, ~ar•tfectly uncJer the s~on•or,h\p o f the Sovioto, 

hut oviclontly r.i th r o:"lct:<h)o nnd ><ide non..CC~~rol1!•~nist partl.c ipat1on, a!t.er 
occupotion of t !le lnr, .. e r :)8rt. or ::un;;nry by the :tus31uns .. At once th& new 
•tcvar"\:nont. do::;ml.chcct b ='.C" dr-l ef~P.t \.on to ~:oeco'Pt tor tho co~clusion of an 

Lmhticc :.itil t.'le llr.itec! lie tion:J and dflcla rcd ""r on Ccl'll\llny. 

(7) Ther e "'LO ! rcr'.G r<> l '.ltt.it•tdc oC po!i.te reaerve en l.he p;: r t or the 
r o·oos to·•nrd countrto~ or t''" United t!attc"-'1 ,-,hich hud not loee n libera ted 

or l'>hich M r <: in th.o prtoce~s cr h"\1'11 Uberc.t.ed by .::ov\'1~ troop• . There 
·~ntl no oo ncettlm(lflt ut !;oviet •)'11[>Dt.hy !'or the rc•i.~b nc11 forcfJ3 in tho•o 

countr·les which M r t> often urr!e,• t:o~T.muni•t. lc:.dershi•Jo •1ecnuao of its un­

comprcclsins dc •,.nd f or t h& dis~&n•v.mont of t...,e rl>slstr.nce for<:os, the 
r.C"wmr..ent of Sel;>\u= MS cellllu.-~d . l'ollo',tirlj; th~ visit of r.hurchill to 

J:oaCO>o &nd l~~ outb.ruuk of etrife b-st.necr. the ::lAS l'orceo un:l !lrithh 
l r t>opa in r.recce, th:t. COit:lt.t')- , which hoo! been clnoot C<JCOjlletely ip,nored 
by t.he ? res3 for ::1 lun>; tir.le, beca.o<: pn>t.tinunt suddenly. The coverage of 

this •:wttcr in tho ~io'li<t Pr oso , wt.ilc it ""s ext.en:ive, ~ao l~rgel,y con­
f\n~d t o th" publicr.ti.on »f f ac tuul r ep<rts frcru Lundon , long exce rpts 
froon $l.~ttJI:\e:ltS roade by :;c:en a r.d Churchill in defense or thnir policy boinr, 

t ncludod . There '"'" o~r«> pub'..icst ion ot cri~icul forclr.n co,..,.,nt, but in 
nat hiug llks the volut'ltl wh1ch >~as u:oed " hen o d&finit e position has hcen 

Lai<on by t he .;ovie~~ Ml article 1:-a ''e r t.nd 1'he •:orkinr, ClAs~ lihich en­

d~rsed ::t-t: r.eo!e it ;,bomt'cn:~ clea r .. ~ .. .., tho SyJIJ>4 thie u o r the Rusat a ns 

l;.y, r egardleu of t l:i t: e-,1dent d.1d:tteNb1.<:1J.C'-'& ~'ld di~!ncU:l!lt.lDr to 

i nt.ctrfere ~"~ 

'the ..;ovie~s invHcd !lc r.cull~ to l.'oSCOI'I e n<1 hie vi. sit NJsal t e d i n 

~he ,il'ninp, of" tw .... r.y .. y'lo r allianco which was r a tlfied by both of the 

countries d thout any delcy. '!'he n!w ulli o:nco wu I nterp rnt.ed by the 
Press as beil\?, a sucurlty mP.::scre d1Mcte:l fir,a ir.at. 11 rcne.•nl oC 11Ct;res-

a1on by the Certtnll rhe !'""nch Cortt:unht l eader, Thorez, returned !roo 
l'osco~< to Poria . !.nether del .,gation a r rived in Pran.:e subsequent to 

rec ent. visits to lt.Aly e m Br itain by :loviet Trude IJnion dol e r,nt iono , 

(e) f.xnressing 
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(S) ::r.- rcs>i'l,; t"~ u~. ~~·.ic.~ ~!1 .- t. t!:o •·~ =- t .ua obc.ut to be tenninat.ad, 

less t""n ~ c c.~::a1 ~,....,·~·l U: -: ·. ":· td c-aln• t ':~:-.:lln;t "cs publlohed by the 
prcas Concern .,.as CY.IH"t.:l!'u .. ~:1 :-t::,r.rC to t~e t.r'lnsfor .._'( Ge rran re~ou.rces 
to ccunt. ri cG " h\cll • r-1 m·:~'.:- ·•1 :• :Y! ro·;:: r~inl; t~e et:ort.a d.' proainent 1/azi 
to O$CO;>e fro.:~ }crt~n u:t . Hr.ruj1 crtJ-.~c\:n.~ Jrlc>B direct.:: d arlltnet i nternational 
cartels ond their 3d•mc11.~s ln :. t ti•.·~ C<•Untrios , cs!>"cial'l.y i n connec tion 
with tt·.-: ~lye Con£or,lnt•l , u~ o ,>r.stJ\lJl'! r'!:Ouge for J-Ol"n:Dn in! l uonee end 
capital and 3 r nll.)•int po1n~ ror :)<lrngn ot'rorts to rtno up ond waP,e l'l&r-

anoth~r ~illl<'l c\ r-eu"indor ~hut tho I re,, Cer r.wrw ,-.oYCmnnt in l!ooc ow 10 ot ill 
operAtinp, r;as evinco~ .in cr. npp110l hy 50 Ccroan r.ene rals lo<l by :tar~hel 

von Paulus, once more c ulJ.In.; <>"t t.hc Qorncns to overthr ow llitler and 
s urrender. W1c:-e 11~:• conL~lrt'c! i n Lh" >Jppeol .., ·· ~ rninr: t o tho C<!nJe na thst 
thby roJst r.o.., o;:pecL occ~p:.~ion And ~uniciment l>Jt., t.hot thoy woul d be able 
t.o Vku thci~ place· ,.,.onr ~he free llloticrus afte rr.o rrls. 

~ho~i'l{; !;ern; n ntrc c! t.ie c ••hl.c:h r.ere cca:dlte:! in tho Lwow rer,i on 
ond in too Br.ltic St.otea ''o:u d"~eriood 1n v" ::-ious .. e;xr ts of t he &xtr o­
ordimry Stt,te CCC':,ission " portion of the re,?ort = • os o.~c!e up ot long 
liut.s of Co: r.:.m:<J > .. 10 ••ere cht r 1,.'ud fli t !! "'sponsi billt y 1nclud1n:: Coq\llndiag 
Front censra h end in c.n" dir~~t responsibilit y fer s uch actions l!n 
attribute:! to liimnler. 

1 9) Al..,,nt cont'.nuoar l' r .. b~ attnei< 11as ... nde on tho~e neut ral• or 
l·,urope v.ho d" not u•i nt61n t!iplo""'tic rolat ioll3 ~ith til~ IJ:lSR , thot is , 
l'ort ugn i , Spain and ..;:.it~:erlnnc , ttr:fu.s<.l of overtures of Sl'l1ss t o eatublhh 
diplooMtic l'fll,.tions ,.,,. r.-.ade on ~ho ground" that its t orroer anti-:Joviet. 
ut.t ituc!•• had no t be~n diGII'/c.r•ud by •:;.ovurm:Jnt cC S"i tzor lund . 

'l'ho econooic old t.hat. ~och .,r these cuuntri es had g iven t o C:enl\lley 
durin,, t he Y.a r , .. ,, s delin<> :•tec! 1n len;; <letAiled :. r-tiJ: l oe which indicated 
non- ec.nce rn or !.(:;tor.,nco t'o:- t~e realitios of t he econc.mic: ~ar!ore pro;;r11a 
or t he ·;es t ern Alli·!S , ,. continuott:s at. t ack wos ;y;de on Fr o.nce end t here 
haJ aul>Ue!:e:! cuch . .<Wr1ct.n nz.toriul cle""nclin!; that Sp~oni sh /imer-1c:un d i p­
lo:r~t.ie relaticns be \>ro::en , Tho pic t11re ;tiven o~ Spain lfea t.hut. ot a 
"""'0 ~topove:- point. for i~·" l~ ? !:o wore e sc:,p111(; on their way t o Arcentina 
whi ch ortcn wes identlCle~ 1.1th :lll"in as b"i.Jt?. unde r s tronr, i nfluence ot 
the llll~is . 

A rebuke flas edr.inb tet":d t o :lnecien f o r rece i ving refu1~ees fro~ the 
llnlti e st3t es y,ho o~enped boCor u t ho approcchlr:1-, a roies o! the W!IR lllld 
1ndistent sup,go s t i oru: YIONl rMdo that orrange rae nts be mede for the illlmediate 
return of these r crur,oee roaurdl uos ot their own dcoireo . 

(lO) Inereusln,~ 1n~~re3t on tho part ot soviets in Lot.in Amorica 
"as demonDt.rated by e3t.cbliehmont. or d1pl011l01ti~ reletl.on.s •Uh Chile 
( rennr<led u aoaothi nr. at I• n nchievomont., obviously) and Tlit.h Nicaraau.a 
nnd by soD¥! incross& in jli'C ~ ~ l!lll t&ria l on Latin f•""'<'ica. 

( ll ) Irnn 13 rafu~Utl t. o conaidur t;r <lllt. of oil concessione in 
northern Ir-an t o :;oviots unt.1l o fl.c r the """ led to a violent. cupoiftll 

ae;ainlrt 
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against. t he !:11 cd ::tv err. .: <.::1~ ·n 1 ·i~~ ~~ r"'ul :1t. obout 1 t.s rusi(:IWltion, eventually, 
The !)ovto ~ !'I'J~~ f ul.ty n!!>t>r~·Q ·~··.:- , ... ,.~ini',S tn I r un Or j•,oniMd by soviet 
sympathhers IHIC: ntto;:k• en .;;::~() \n V·c :.O l't v.i n~ ;)!) peru. Thu pre~.s 

alle god tho~ Sned >•nd his ~:ov orn enl. •••intt•i ned contact r•lU> bandits 1<ho 
intertersd hit h supp~ lin~;:! ltH·C!.!'lf; to t. ho ~cviet Union, t.hat t.hey were 
Fascist i n thoir outlook ~n·: th:.l. ~he1. :· c<.nti.nu:mce in of t icu 1<us detriaoen­
tal t o lffi ttar ertor~ . IC.::: ,;~'I'!. u:s:-.urt.tSd t~~t. the re Y.t., no let~al buals 
for IU:>.e ricen trcxps l:"iae ora~ent ln I r an, a t the he i t;ht of the controversy , 
J.. ! e vored tor~ct !cr ottac:~ \.et5 ~ueC :":i~.tc!je:1 C ;t~ reports o f msa aeeting:s 
de:llllndi~ t lu.t .,., be e r.!.le ci nero f ret:uont., I t " as urged t hat SCed and 
responsible ~lllbers or hi s 1 overr.r:t•:nt be b~c\lr:ht to l.rin l nner his re:s18Jl4-
t.ion, ,.lUlout,h Ch~ ~,ov 1ats t!\Ode i t plnin tl>:!~t they had no i ntention of 
d..-opl'ing t he ill sue, pressure: !'or i::n:.~l!!«te r.rn n~ of ()il concos~ions relaxoul , 

tl2) J t elin'• definition o f Japun o• on &['J're socor MUon in his 
November 6 e;w;cch no" t l:e rn~~t si~;ni!icnnt developoent i.n Par en~tern 
Soviet policy. Althi'UL-h Vle r~nct.ion uf the !'oretgn Preea to this depar­
ture .. a s p~ed dcmn, s u!>sequent l'ro3s natorial ;;r~duall,y Mc!e the new 
line a ppsMn\., There l'la3 puhlishe c! the Sharp denuncietion o f J ap<ln oade 
a t tho Ccn( MISO o~ t he !lrithh Corr~mls t. Pa.r ty. '!'he rrc~s t c vorllhly 
rcvie11ed ~ hock " hich ap~ore<! en the stere ct Port Arthur in the Russo­
Ja~anese her . Publi~at;on of Lh1s boo~ hod been wit hheld for a n~ber or 
ye~rs . The NOr senin;; s\tu~tion or Japon reaultint; from dllr.lftll" being caused 
by B-29 r~ltle wms stres~<ld in tha ror;ule r r ovior.s of the Paci f ic ><or, 
SoViet dioliko of th~ Japan"s" Hno much more plainly apporont t han a year 
ngo, l7hile Jnfllln wau hendled hy tho ''"""~ in a conti nual cautious and 
p;1ngerly cr.annur . 

Because ~ tho r~ilu:-" cl t !'lc Chiun~t !(ei Shek reglr.le to reach an 
accor::liOdation flith Cr.inese Corcr.uni.ots 1 hostilit.~· continued to be ox prossed 
tc .. ard that regia:c: . cabi not ehsnr.cs ucre viewed "" oerel,y o clvlnge in 
lineup •ithout. any ba~ie ~odi!ic~tion or direction o r pol icy, and no 
dn~huai3SD ~~s tih~nn for t hose ch&n£eSw 

(13) Durin;; thi" period dt~vulOfll'"'nts Ytitbi n tho country r:ore or 
limited interest, A!j41in the elec t ions of deputies to the $ upreme Sovie t 
and l ocAl s oviets , bho were e1ectec! in 1937 ond 1938 for terms oC four 
and t"o yonrs respectively "ere put ott, Tha Pross for the firat t.imo 
!alt. it. cseunt.ial to defend t hh no..sure by uroting the d e puties t.o keep 
c lose cont.Det. \lith t heir constit.uenta, 

In t ho return or ell Cl:~eeoriue o r :;oviet !latloMl a or individuals 
" bo could boo clol.a.od as such e spec1llll_y t hose found coon& Coman f orces 
captured by the Allies, greot interest l<IIS manifested, ln order to 
facilita te ~pstrlo tion a s pecial c~~i$sl.on ~<as established . Intense 
touchiness ~<as sholm ove:- t he reported reluctance of moll¥ or theae 
individuals to return 11nd over t he olluf:od oncourap,eoent. being given to 
such sentimonte by forci1ln ofticinls, The storleo of the press of 10al'l!l 

reeention 
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reccptiun necu~e~ rup;tt.rint..,:!l <!id :l~~ cf'Xjc~ v,1t.h oecoun~e of et.tbasny 
obse rvera n ncl Ge&:min:ly r->!':l/)ct"d " • Lah to dbnr:n the 5'J8pioiono of 
those etill in other eountrio~ . ,\lou;; tho ""stern l>or<le rs there con­
tirmcs populct'lon •.rnnsi'er~ , 

J'U~h ~p3CC \ <JIJ d"Vote:l b,v \.he ~NCt: to \.'l!l " TO?,t't'ISU Of the recon­
struction in th'l 0:. lli.: croll :.1111<: invc·i t hinr. :.r,o~:'lal. the •o called 
"Bourr,eob- ·- f,nUon:.li st" :;rour~ hot!l ! n ';h~ U'.cni"" on~ thero . It. 
aj'lpen red clenr t.l~t>t the t:oti. !'l~llst, ro.-rnnts 3,tr\'ivetl In tl;o3e rorions 
and "ere e rentlnr. diffieult.ies f e r l.he .;ovl e t officials . 

ln \.ftC top r,ove:•nL'C!'It rersonncl ~~~0 first hlt r tin"' Chonze OCCurred 
"i t.h the n•pi:!ce~nt or \.'o:-ushilov, the c nl,y full,y "ill tery rcprasen­
t utiv <> CJn th~ :;i.at" :Jcf.,Me C(r.!nHtee (::or Cnbinet) by nulr.<•rian politi cal 
general a mi llflpoj11tme11t cf t:~;•,tmovtch ~>S Vice l'rostuent ot the Council of 
l' e ooles ComrQiosnrs u!'tet· hio r"oovul os il:>llr••Y Coomlas Nr . 

The trend o r the Press is incrtweing l.or.an! recognition ot the church 
as a oonofieiol ! ector in ;;o•1ist :;~iety, al t!louch occasion!oll,y anti­
ro.lisioua vrUele :.r ¥till ~ypeor ~ Ot.:~en:so c! ~ 'oscou nednls t.cre .swa rded 
~etrcpolitllll l 'iko1ai .md other churc!!l"en h con!erencd or the l!oly :;ynod 
was e:nnouncec! ! or Jnnw:• :-y st \,hich titae thoy ~rc:: to el oct ,. nelli p&t.riareh . 
I nvitations ~o a ttend this oeetinc hn ve been givan nll tho ooetern 
,.,triurche. · 

Our i nc the tlovem~e r hol i.c!oy coltObr~>t.ions reeipi enta of bYtArds in­
e luded 0 lonr. llo t or f'or ei t;"ll orn ce ~uthorlties .. .\ppor~ntly this is 
anot her Men s ure to .. ard strengthe:Un:: the Foteifll\ orr ice •• f)rellt.if.C . 

H \ '!R.ll.!A !1 

IJC/L: lli1:.i: UU! 
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TO: 
DATE: 
NC: 

SECRET - /-~ ; . .:J ,?' ~./:4" 
PARAPHRASE ~ ~ _ •• , 

WAR DEP ARTMENT CABLE 

CAD 
Commander in Chief, Southwest Pacific Area, Hollandla , New Guinea 
17 Jan. 1945 
WAR22518 

From Marshal l to MacArthur. 

Thls Is in regard to assistance to US citizens 1n the PhUlpp1nes . 
I . 1be V ar Dept. has been advised by the State Dept. at the plans 

for !lnan.;:lal assistance to US clttzens and their !amUies through the 
US Ccnsulate General Ln the PhUippines when that office opens. An extension 

'-

of flnanc1al assis tance from the State Dept. appropriations up to $70 a monty 1s 
called for in the 1lan for needy US citizens against individual receipts embodying 
a promise to repay the US Government. When warranted .ess would be 
paid in some cas es . Ills fe.t by the State Dept. that cash assis tance 
for citizens of the us is ;,referable to bUlet~ and feedl.ng by mLitary, 
out lt is not po. itica.J.y des lrab.e to have this ass istance to citizens at the 
US provided by re. lef funds of the PhUippine Government. As s istance will 
end with term !nation of need, with rej:)&lrlatlon, or if offered refusal to 
accept repatriation. 

2. The State Dept . asks if comparable ehheme can be used by the 
mUitary before the US Consul General arrives in the PhUippines and can 
handle this r oblem . This would involve the determination and Identification of 
citizenship of recipients of funds . Cbvlously lt l.sn' t a gc.od public policy to 
pay funds to pers ons not havl.ng proper CJalm, though agreement is made by 
the State De t. to reimburse the V. ar Dept, f~ r payments made ln good faith. 
4500 citizens of the US ln the PhUl?plnes have a..re~dy been recorded by the 
State Dept. and the War Dept. will suppl y you lists. Estimate there wUt oe 
2700 or more claimants who may be LdenWLed through naturaltzaU~n 
certificates, pass ... orts , seamen s papers , mUitary discharge papers, or other 
official documents. The per sons who d1..n' t appear en the list of 4500 
and cannot gtve satisfactory evidence at their citizenship and Identity w uld 
be cleared through the State Dept. by a cable giving ldentiflcaUcn data. The 
State Dept. says ll WUl clear these cables quickly. 

3. Contemplate you would make ldentiflcatlcn ouUined ln the 2nd 
'>aragraph and cerWlcatlon of amount of claim, and that fl.nance officer s wowd 
?ay vouchers. . 

4. Also the State Dept. says that the British and :.xlSslbly other 
All ied G<.vernments may be expected to ask correspo~ facUlties for 
their nationals and that such nau, nals would be taken care of the way 
described in the 2nd and 3rd paragraphs above and the State Dept. would 
r eimburse the War Dept . for payments to them and wou.d take the 
responslbUlty for gett~ the funds frc,m the other foreign governments. 
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5. Desire your views about the feaslbUity of acoompi lslunent of 
the foregoing State Dept. request. \'. owd a p ,reclate your advice on the 
follo1A.'ing quest! ns regarding Ail led NatlooB.ls : (a) In the territory liberated 
s o far what US citizens and Unlled Nations Nationals other than PhUI ·Pine 
citizens have been encountered? (b) If any, what pr ocedure has been 
established fc.r their care? (c) Do thf&Se :Jr ocedures Include only medlca1 
assistance, bU.etlng and !cod, cr do they pr ovide a1so for financial 
assistance? What ls the s ource of the funds used for this financial 
ass istance, lf any? (d) Have methods oeen devised tc pr ovide the 
required a ssis tance for the large ~ and Al. led c onlea to be found 
eventual ly? Is t he nature of s uch ,Jr < cedures temporary or per manent:? 

Info: ASF -Fisc.; G'-2 (State, Interk>r, Treasury); Bud. Dlv; Mr. McCloy; O?D 
CM-OUT-22518, Jan. 
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D1atril.llt.1"" or ton. 
M :IS 'C ~ bJ aJ*)ial 
arra.lll-"t. (S:iX..~'l' •• ) 

Secretary oJ: State 

; •wth1nr,ton 

589, Ja.1wu7 1'7, 6 p, m, 

IQncloa 

1945 

Jo'tJ:( ;,;m. I lwve cUI.lf&W\i.oatea vi th nort~n i n 

!'aria relative 1.o t.!Ua Llllt.ter and hll 1a at~ 

to &at l~e~D~yer to "-So 1 unda to rosuco ~'renah worken 

deported t.O Qe~ or ot.herw1a" proY1da ~ witb 

reu.r. 
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PARAP!atASE CF TEU:OIWI RECEIVED 

FROM: American Legation, Dublin 

TO: Secretary of State, washington 

DATED: January 17, 1945 

NU!.!BBR: 9 

SECRET 

In connection with the f ollowing message please refer to Department ' s 
message of January l.J, No. 12. 

I am informed by External }.!fairs that in response to the inquiry 
made by Briscoe regarding the rumor that the Germans intended to liquidate 
the illJ:l8tcs of the two camps in question , they addressed inquiry to the 
Ooveri"U:lCnt of Gel'l:lany and then replied as follows to Brisco.. 

Reply fr001 tho German authorities to our inquiries about 
the two camps, Oswiocim, and Hoss and Bir kenau, has now been 
recoivod by us . The Germans state that the rumor that i t is 
thoir intention to ~xtorminate tho Jews in theso camps is devoid 
of all foundation, is pure invention, and that tho inmatos of 
thcso camps would be evacuated if tho camps wero to be abandoned . 

I am infonned by Briscoe that he made no public statumont and that he 
made no statu:lont on his own authority, but that he mcroly forwarded too 
above to London to the Jewish ago~ncios thoro . For this roason it seems 
that tho statoCIOnt 1n question is moroly tho reply of tho Ooverru:~ent of 
Gornany to the inquiry of the Oovernoent of Ireland, which is vouched for 
by neith~r Briscow nor the Irish Qovornoent . 

GRAY 

DC/L:LCw:ULM 1/19/45 

Uiss Chauncey (for tho Sec•y) Ackermnnn, Akzin, Cohn, DrurY, DuBois, 
Gaston, Hodel , Marks , I!C:Cormack, Pohle , Files 
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D.str~bution of true 
reading only by special 
arrangement. (SECRET rl) 

AI.!LEXIATION 

BmN 

256 

January 1?, 1945 

l p.m. 

The following for Huddle and McClelland is \'IRB 355. 

Refer your 840? of December 29, indicating that officials 
at the ~Wrianka Camp tore up Salvadoran identi ty papers in the 
possession of Jewish internees there. 

Please request the Swiss Government to protest the al:love. 
a chon in tne name of the United btates Government. The ·Swiss 
should indicate to the German authorities, that as was well known 
to the German Goverru:~ent, the persons holding the above identity 
papers had been recognized by the United States Government as 
eligible f or exchange aga1.nst ci vilinn i nternees of German nation­
al~ty and that pending s uch exchange, it had been understood they 
would be accorded the sane treatment as the Ger man Government would 
expect t his Government to accord to civilian internees of German 
nationality. The Swiss should request inforn1ation from the German 
Government concermng the present whereabouts of the above holders 
of Salvadoran identity papers and assurances that they will be 
held in civilian internment camps pendJ.ng exchange. The Swiss 
should also request t he German Government to issue instructions 
to the appropriate German officia~s that in the future the latter 
should respect the rights of all persons declared by the United 
states Government to be eligible for exchange. 

If you have the names of the Salvadoran document holders 
deported from Marianka, you may furnish these names to the Swiss. 

In addition to tlus step, please draw attention of Political 
Department to f act that Salvador has informed Switzerland of its 
recognition of docwnents of this kind (reference your 38?1 of 
June 1?, section 6) and inquire whether Switzerland, as protective 
power for Salvador, could not protest to Germany against reported 
destruction of documents and deportation of holders. 

l'IRB:l.t!!V: KG 
l/15/45 

LE VIE CCA OE 

STETTINIUS 
(GHW) 

AD 

Miss Chauncey (for the Sse 'Y) Ackermann, Al<zin, Cohn, Drury, Du1lois, 
Gaston, Hodel, Marks; l.!CCormack, Pehle, Files 

1 
•'• 
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January 17, 1945 

l.!ldnight 

BER!I 

272 

The followi.ng for !fcClelland is WRB )66. 

In view of large numbsr of r elief parcels recently 

reaching camp Belsenborgen, please urge upon Intercross 

the desirability of an Intercross ~elegate bsing stationed 

in or sent on an extended Yisi t to that caap, to assist in 

the distribution of such parcels . 

You may explaln intormall~ that t he above suggestion 

is nade to sa£eguard the 11 vas of ovor 9, 000 inmates 

reported to be in Belsenbergon (your 223 ot January 12), i .n 

the light of general considerations developed in Depart­

mont's 127 of January 9. 

WRB: IIllV :KO 
1/17/45 

S'l'ETTINIUS 
(GIA'f) 

OK 

Kiss Cb<lwteoy (for the Sec ' Y) Ackermann, '"~1 c h Dr 
"'·" 1 ""• n, o n, ury, 
u..uO s , Gaston, Hodol, lJar!<s, JlcCormack, Pchle, ~es 

J 
.., .. 
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Jlec!'d 6a41 a.a., 19th 

a1 ••W7 ot haw, 

;J.U, ..... ..a. 

a,.n7 del1- toUCI&IIC rrrs .,. trcra ~- aa 

O.Wa to Leo~ ot ~all • 

... M11P7 Want JUU o~ that t1n\ 

~ ._ ot • pw- bwu'1ll& - la1Dt all wUl 

Dr. llol :1'\a J* • 11 tllll JDC auppan tar a aud.W, 

-- 1'611-t '- to 10 to tpbltp -. - -~-

l~ all '*I 'a\lGD • 

.. law~ oabl.S JUU ~-It 1A 111==• . ... ..._. 
- JUU - Jllr. 1811.tl;ui-'80J1Jw1.S.DD•. 14. '10. 

-
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C.lBUl TO A!.!J..EQATJClll !IE!UI, SWITZE".LAND, FOR J:CCU:U..U1D 

In view of large number or relief parcels recently r eachine camp 
Belsonbergen, pl~ase urge upon Intercrose the desirability or an 
Intercroee delegate being stationed in or sent on an extended visit t o 
that cwnp, to assist i n the distributi on of such parcels. 

You may explain informal.ly that the above suggestion is mado to 
safeguard the li ves of over 9,000 inmates reported to ~ in EA18~nbergen 
(your 22.) of January 12), i n the light of ger.oral OO!llliderationa developed 
in Department ' s 1Z7 of Januar7 9 . 

nus :s ~ Bi'EII C.lBIE t!o. J66. 

ltl5 p.m. 
January 1?, 1945 
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Reto~'nce your No . 7B77 of December 1, parQGraph 3. 

Doard ~2 been 3dvised t hat Andre Wolff, Commissioner of Information, 

Gnnd Ducey of !..lxembourg, has just l earned t hat ICRC has addresses of some 

6, 000 I.uxomboure citizens in Germany who arc in 'll'(;~nt need of relief . 

Friends o! LU:<a~h~urg am hbor .;roupB spons .,r i ns proeram hav11 req•tested 

Board to inquire -..t-ether ICRC 18 1.n a position to •lSe in bohelf of these 

LUxembourg citizens in C-e!T.'lany t he unused ~9,533 ,60 now in your ~~nd11 . 

PleMe raj se question with rene a.nd advise Board urgently 1.! IC!lC 15 in 

a positi on t o handle s uch a r"lio! pr op-xo in a manner eat iefactory to yo••. 

You rny assume that authoriza tion will be f orthcoming t or use of funds t or 

euch a progran •. 

THIS IS i1Rll i£IN C4BLE llO. )67. 

4100 p. m. 
January 17, 1945 

• 
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J!OT TO BB JW- TBAI!SMJmp 

COPY NO, 

omL flo. 20 

Informati on racoivod up to 10 a ,m, , 17th January, 1945, 

l. ~. Hicht lltb/12tb, One or K.M. Destroyers eap-turod 2 e'\quos and a motor boot in Gulf of Yolo and M.L. sank 2 ELAS Calques 1n Gulf of Corinth , 

2, M~IIERBANEA¥· 15th, Froneh Cruisers bombarded San Remo aDd Portour1z1o. tal1en Cruiser , 2 Destroyers an4 cun b~at released trOll Balearic Islands and have arrived llalta. 

3~ 
craft 

One or H. M. Sub~rinet sunk seven coastal <luring reoont patrol . 
4, ENEft: ATTACK ON SHIPPING. A U.S. troop ship in convoy damaged orr vre by mtne or torpedo and beached yesterday. 
MJLITABX 

5. W&Sl'li!RN PROUT. u . s .• troops from south and north or rapidly dwindling Ar~ennes salient have l inkod up in Houtfali ze­Patrols established aLone li.ne of R. Our tho without makin& eon­toot, Elsowbore alone lst u. s. Aray front fi&htinc severe end onemy only withdrawins when foreed to do so, British launchett attack east or Kaoseyck. Early reports indica te satiaractory progress_. 

6, llll£W. 15th, ELAS began withdrawal to line ocreed by truce terms . There appear to have been soma incidents south ot Lamia , Allied troops landed Yolo in Peloponnese, 
7, EASTERN fRQHI, Russians report new break through south of Warsaw, Advances up to 37 miloa on f ront ot 75 miles , Radom, 50 miles N.E. of Kielce, captured . In breakthrough further south advances reported to 40 miles west or Xtelee and 20 miles north or Cracow. 

e. 
Bhamo . 

A.UI 

~. Chinese have captured Namhkam 40 miles S.E. of 

9, 16th; 627 U.S, heavies despatched• 5?8 attacked at Dresden (305 tons) and Deseau (384 tons), oil (101 tonal and the Ruhland Plant (1)4 tonal, B1ttorf1eld Works (244 tons) and other targets (132 tons) , Weny heavies landed on continent end 114 out­s tanding, Supporting !i&htors encountered no enecy aircrart1 but destroyed 2~ en ground, Bo~btnc resulta mostly unobserved, )66 medium bembers dropped 671 tons on communications behind enemy lines, 1628 fighters and tighter bombers flew offensive and escort sorties , Over 400 YT end many railway wagons and buildings dcatroyod , 12 Allied aircraft m1aa1ns 1 15 onemy a ir-eratt shot down. · 

10 , l!JW!. 15tlt, )88 escorted heavies (?56 """') attacked near Vienna, Pat hfinder technique ec~ ployed 
1 and 23 bombe<l Tr •viso Rdl way, Centre , 15 bombers mi I.Utchalls and 628 !i&httrs and !ichter bocbers (4 tully attacked Bronner railway and COCIItUnieat1ona or Po. 2S Muatancs scOTod nu=eroua hits on coaat al cun poattions at Lussinpicc~l~. 

U0 ¥E 
11, 16th, Throe i nci dents • •ported, 

Pour 1Dc1danta repor ted , 

Regraded Unclassified



CJ 

( 

( ) 

HRJr : 

Hn rr:~ 
'1/hl too : 

H!t.Jr : 

u"J r : 

'N : 

'!lt.J r : 

'II : 

H!t.J r : 

"lello . 

Januory 1e , 1~45 
9:23 8 . ':' . 

"la rry , I 1 VI' ·ot thP ':o.nm11'810r:Pr or Intr>rnfll 
R• v ~>nue wnltlng outside ~n~ onot~Pr grou~ on 
a v -:r y 1m'l'> r tr r• t mntt• r. 

'•/pl, , l f 1 t ' a a ll rl. p h t, I cnn t"ll Y'>• •; v ~> r 
t '1e ' ohon<' ... . 

Go ~>heacl . 

.... br-cauPe I c!on ' t Y.r-,w :·:r.'t :1 ur ?lt·nF n r .. . 
!.ae~ nl-!:-t ~~~n """ "•·r• '> V" r with AC'11>~on ftn~ 
~la;(t?n, '.4e ro n l.nt? a :rlllj? r Enae; on t · t 
Exec~t1v e Ord~>r o~ t•,. Pt ~rnce Co-~: -t~>e . 

'lo·• , I -- not knowl"H\ w!r t yo•; r ?lnne arP nnd 
'.a v1ng t, cl,.ll r 1 ~~l. th yo•; , I •t~on t" cl to hr> s•; r e 
1!' Y'>'l "Xr1PCtPd to toh· l. t up wi t ;1 t'" PrP~l d~> n t, 
t ht' t we hllVr> 1 chnnc~ to cHsc•;~p 1 t wl th yo11 ll e 
PIJ r ly R 8 Y"U CD n. 

J u et a minute - I ' l' call :~• Pr•Pl~nn t ~n~ I ' ll 
'lOo tryonP '!IY rnPetlnr· ·o~• t "' 1-) l m un t l l I hn v• 1 chnnce 
to l!e" 'J?U . I • t • 1 r1 1 rl ht? 

I t' th~ t ' e '-"O l. ne: ~ • b,. ~ 1" ':'1:> Jor t'l:nt; :f"J ' r• C'l l nr· 
to vlu• up •d t!: him, y••s . 

J ue t a mlnut~> - - I ' ll ca l hl m a'1cl I ' ll t~'ll hlm 
I ' m po1ng t'l ,o • ~?'ln" 1 t . 

~u t ;ou m"y ?P n lP to clPer 1t u~ h; tWPl v e tr 
t h'- t ' o wh~t lt 1 e -- oo s s l b111ty - -I don ' t kn'lw. 

~ell , I ~on ' t know -- I don ' t e np w~y I cnn ' t 
noPtnone my mPe t l ny Wi t h t hP Pr~ei dPn t . ! 1 11 
tel l hlm t hn t yo•; Ol'aryle na ve r un l nto n ~oJor 
en& g . 

'J'hp only •.hou~·h t I ho v,. 1 e t lla t t ho t may b"' t7"J e 
l?w6 r <!o wn nn~ mr:1 no t be tru A wi t h St~ttlnlua . 

I eon ' t thin~ 9tPttln1u e would ba ck :r.oaP (Pllowa 
up ?n ,..,, t the; wnn t . 
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HHJr : 

. ,, , .. . 
HHJr: 

\•r • .. 
Hl~Jr : 

'.·l : 

HV.Jr : 

':1 : 

H!\Jr: 

,,.., : 

( ) Hl·!Jr : 

\~ : 

HMJr : 

'li : 

HNJr: 

'•'' : 

- 2 -

'·:ell , I think we 'd bE'tter - - I ' d "batter tell 
tha ?resident . 

I see . 

~oy , it ' s easy to oull your leg. I think I m~dE' 
a mistake ln recom~ending you fo r Ae~1 P t " nt SPcre­
tary . 

( L?ughe ) It shoul~ have been f or Chief.of Police . 

!~o , I don't think you ' d be good at t hP t . 

(;.,auJhs) I thou,..h t they 1\'e!"P su-opoe ~d to be dumb . 

'I/ ell , you see the PrPeide>~t canc elled all ao'>oi n t­
ments -;oday . 

Oh , he did? 

Yeah, I'll see you a little l?tQr. 

Okay . 

P.elax. 

All risht, sir. (Laughs ) 

It ' s not even 11 f'unnee" . (Laughs ) 

'Hell , it did saem a little curio •.1 s to me , bu t I 
couldn 't quite make 1 t out. 

l·! rs. Klotz is now recovering. She's been rolling 
on the floor with laushter. 

I see . ·.~ell , I'm glad I gave her a laugh. Okay , 
I ' ll hold i t . 
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PhE-P.KESS 

Present : Mr. D. W. Bell 
Mr . Gaston 
;,u., ~ihite 
Mr. O' Connell 
Mr . Shaeffer 
Mrs . Klotz 

January 18, 1945 
10 :~5 a.m. 

H.M.JR: On this thing in the Times Herald in regard 
to t he Procurement Division and veterans, this isn ' t a 
very good answer--Pehle ' s excuse . He sort of dumps it 
all over on to the Surplus Property Board--that t hey 
haven' t made a ruling. It ' s not a very good explanation . 

(The Sec retary holds a telephone conversati on with 
Mr . Pehle, as follows :) 

Regraded Unclassified
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John 
Pe~le : 

Hli.Jr: 

P: 

H!·:Jr: 

P: 

ifMJ r : 

? : 

ff!~Jr : 

January lg, 1045 
10: 29 a . m. 

That's one of th• thlr.LE t~--t :h~ Board ls alr~rdy 
trylnb to do so~~'th'ng a~out , ~u t lt 'e no t 1ne 
that you can Jus t say, "Ckay , xe ' ll dol t ". It ' s 
a very d1ff1cul t on .. rnd it isn ' t !'or us to ···ork 
out; i t ' e tor t hem to work out . 

Are you sur e o f t hat? 

Yes , si r, the Act spye, " The Boar d 2hal l ?reecr ibe 
regulations , tO eftectUSte the ObjeCtiV~B Of thiS 
Act to a i d vetera ns; to ~£ tabl1 sh anr ~aln ta in 
their own Emall 'J·Jslnese , ?rofessior, or arricul­
tural er.terori ees by a f !'or d1nc ~~e~ =u~ table 
~references to the ex t en t feasi ble and consistent 
~1i t!l. t:J.e "Joli cies of thl s Act. • 

And we can 't then f avor veterans un<;;il ~1e h~>ar 
fro~ the Board? 

Oh, if we could fi gur e ou t a wEt;{ to do 1 t thl't 
was i ntelligen t , and it 111a s a n easy t hi ng; to do , 
we would have don~ it befo re now, but lt ' e a very 
clifflcul t thing to do . w'herever v1e can, 111e a r e 
favoring ve t erans . 

Yes , but supooei ng I elmol y eay that -- • ·.~ell , 
thie is U"l to the Boarcl',and the Board comes back 
and says , "Well , the Treasury oue;~ t to e able to 
f1 g-..1 r e this ou t ." 

·:o , the Board -- the 3oar d won't say t>-.a ;;. ! 've 
al r eady talked to Governor ~urley at l ongth abou t 
i t. The 9oa r d recognl~es the very dif ficult oroble~ 
a nd they hold public hearings on lt. They don ' t 
know 1.,.hat t re answer is yet. I think t hat they 're 
l eani ng 1n f a vor of creati ng a se?are t e Government 
Agency which will deal directl y with the ve t er ans 
and give t hem a certification t ha t t h is is oro•lerty 
t hey need in connection w1 th setting up their busi­
ness end t hen the -- then the Treasur y and the r est 
of the dieoosal agencies coul d recogni~e the certl­
fica te. 

Well , maybe ther e was so~e thing to my recomm~'ndation 
to the Pr .. s lden t to ve to thi s - - thet t~is was an 
unworkable l a w. 

-
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"!1-!Jr: 

P: 

:mJ r : 

P: 

"!l~Jr : 

P: 

0 
HMJr: 

P: 

Hl~Jr: 

P: 

"!llJ r : 

P: 

~MJr : 

P: 

l.f:~Jr : 

,..,. 

- 2 -
t 

No , I don't ~gree wi:~ that. I th~r~ . ... 

I know . 

. . .. it would be -- the Act ssys - - and I think 
the Act is exactly -- correctly 11ri t ten -- tha t 
this is something the Board should work out . It 
doesn ' t say tha t every veter an is ont1 tled to a 
oreference on every ki nd of goods . It says , 
"Pref er ence ~11th rega rd to type s of surplJs nrooer ty 
usef ul in heloing them mai~tain their own small 
business , orofeesion or acr 1cultural ent!'r -Jrises ." 

·,Jell . . .. 

An it orovides for regu:at1ons w~ich haven ' t b•en 
issued yet. 

•::ell, I'm certainly not E;Oir.g to reiee it Rt press. 

Oh , I ~:ouldn ' t r ai!'E' it at al l , but 

The reason i e I ' :n not - - I want to talk to you 
about thle at length because I-- I . . . . 

Sul·e . 

I' m not satisfied. I never liked to Just duck 
eom:>thlnc by say ins , '"II ell .... 

·.~ell, thl e 1 a not pne the t you could e:>ellk 
authoritatively on, l·lr . Secretary, because 1t ' s 
t he Board's r es:>onei b111 ty end it 'e their ~ol1cy, 
and if we dlC eo~~th~ng , the Board cou:d t•ll us 
to cut it out tne next day . 

Yeah. But i n the rne~ntime, you'r• sellin£ automo­
biles. 

We ' r e selling them to dealer s. 

Yeah . 

We 're not in the retall business . If we w•r• 1n 
the r etail businese , ~>e wouldn't be sellinG these 
needed au tomobiles 

".Yell . ... 
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H!t.Jr: 
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.... a~ tea; as ···e t!'"e . 

·,.:ell , I ' :n gol n :o e;;on th!" ar[u:=~ent because 
1t ' ~ nrees t1 e now, but I' ~ not 1n a-- you and 
: had better thraeh thls out . 

Sure. 

All riGh t . 
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H.M.Jh: Very nice. They are sellin~ to dealers, 
but the law certainly implies we should g1ve veterans 
preferance and it ' s a little hard to explain . 

Mit. bELL: Doesn't the lav. provide t i1at, or at least 
the Attorney General ruled t hnt the law doesn't become 
effective until the Board is operating . 

~(. O'CONNELL: That's true , and the point is quite 
well taken in the long run, and that is that the Board 
is the outfit to work out the ways of perpetuating 
veterans perference. It ' s also true that in the meantime 
we are under a reasonable obligation to do as much as we 
can to have practices that will perpetuate the purposes 
of the Act , but John's problem is a big one . 

H.L'.Jk: Technically, he's correct, but if a veteran 
wants to buy a automobile and he can't, he's going to 
blame me. I still say t he law is a lousy law . 

MH. GA~TON : Is the Board organized? 

!.lh. 0 ' (;0NNELL: I don't know whether Gillett e has 
even been confirmed. I doubt it. 

MR. SHAEFFEH: he hasn ' t been . 

!Ill. GASTON : Two out of three . 

!.m. 0' CONNELL: The Board doesn ' t say, but I think 
the Board could function with two . I think two members 
of the Board are enough. 

H ,;.(. JJ\: I shall not seek the question. 

Mr. Shaeffer, what am I going to be asked today? 

MH. SHAEFFER: You are going to be asked if you have 
a statement on the method of financing the Greeks . It Vias 
discussed ten days ago . 
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MR. '.MITE: We have not been called upon to consider 
that question . It is a matt er for the State Department . 

H.IA. JR: Is there anything pending before us? 

lltR. \'JiiTE: Not before the Treasury, but there has 
been an exchange of cables -about a month ago . 

H.U.JR: There is nothing pending before the Treasury? 

Mit. \\'RITE: That would be correct as far as financing 
is concerned , 

UR. BELL: In your discussion a couple of weeks ago, 
wasn ' t it int imated we were in it , and they said they 
thought the Secretary referred some of their reporters 
to M.r. white to get a statement of how far we have gone 
into it? 

MR. Vll!ITE: We can answer that t he State Department 
asked us to send a rep t•esentative to help advise the 
Ambassador . 

H.H.JR: I 'll tell you what you mean. They asked me 
why 1~e sent a :nan down to see him, and I said when Taylor 
~ave his statement t o the President , I nnted a copy of 
1t , and 1 was never furnished a copy of it . 

Mr.. SHAEFFEk: They were never furnished with a copy 
eitner, Mr. ~ecretary . I have it here . 

H.M.JR: Let me read it now, I'll refer this question 
to ~bi te. He's good at that kind of thi ng . 

MR. VJHTE: Good at evasion . 

H.M,JR: What else? 

~rR. SHAEFFER: That's all . 

Regraded Unclassified



(j 

0 

-4-

There may be a question on Podes ta being recalled 
by t he I talian Gove rnment . PM had it this morning. 

UR. \1HITE: l.Jan got a letter from him, about being 
misunderstood and misjudged , ~hicb is what we would like . 
It would give us an opportunity to say we ' ll be very glad 
to go into t he matter wi th him, and Y:e are goi ng to ask 
Joe if he won 't see him, and that would give us an 
opportunity to investigat e him. 

l~t. BELL: I thi nk he i s coming to town today , and 
I am sure I am going t o get a t elephone call tomorrow. 

H.M. Jh: Anyt hing else'? 

Mk. SHAEYFEn: That ' s al l I have . 

LIR. BELL: There is quite a bit of rumor around 
New York- -\'lall Street--that there will be no mo1•e hlo' s 
and two and one-hal f ' s in the baske t, and some indication 
that there is a study goi ng on to change the rate structure . 
I think v.e have got to deny all of t hat at this time, say 
t hat we don't know anything about it , don ' t know where the 
rumor started, that it didn 't coce f rom the Treasury . 

H.i.: . Jk: That isn't true. 

MR. BELL : You get this thing started. 

H.M. Jit: And your middle name is Washington! 

AIJ\. GASTON : We are alv.ays studying rates, of course , 
in connection with finance . I.e all\ays have . Our study 
becomes more intense just as each Drive approaches . 

L!.k. BELL: We have not yet begun to study what goes 
in t he basket . 
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H.:&. Jk: lf I have to lie, I ' m going to re f er to 
you. 

M:R. BELL : I hope they don ' t raise it . 

H.M. JR: I just got through giving a sermon to 
Internal kevenue t hat honesty is the best policy . 

!.lli. BELL: On integrity . Vt'hite lies don't hurt . 

Regraded Unclassified
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Vets Barred 
From Buying 
War Surplus 

117 DJCK ' I.&B 

NJ:W YORX. Jan. 11 CN. Y. 
Newa).-Laat 8eptember Conareaa 
wllh a lrl&~ floW'Wl p&aod lhe 
to<:allod 8u!'PIUI 1 Property Act 
whlcb provldtd I])<CIIIcaU, t.hat 
ID the I&Je of W"U' IUIP1UI the re­
llll'Dlllc veteraD lhollld 101 lbe 
flrol ~ariJ OD UUW 
lbal would 10\ 1\lm up Ill f&nl'llnl 
O<omall-. 

SIDce lhat time mUUODJ of dol­
lars of JW'I)IUI vthklto ban been 
oold-oeariJ five miUIOil dollars' 
1t0tt11 dlll'IDIIul Novtmber alone. 
Not one hu cone to a veteran. 
In fact, ba II IJ)tCI!IcaiiJ barrecl 
to t.hll day by lba · rulllll lhat 

Hl&biWltd dtaltro wllh re­
equlpajenl <an buy lhem. 

hl'roour,ei1oh,,•. br the ot the 
leijl'-l l'e auto 

aurplus 
,.~~;~,~~~J~h'~-: ~=:- created !' never 

' , 

\ 

.. 
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W.!J r : 

C: 

11HJr: 

C: 

'f:Jr : 

C: 

HMJr: 

C: 

HMJr : 

C: 

Hello . 

Ye s . 

!·!r . Secre t 5. ry? 

Speaking . 

Janu·~y 16 , 1945 
!1 : ~3 8 . :1 . 

: wonder if I could buy your lunch so:~te dny . 

Uh -- sure-- bu t I ' ve ~;;o t a ;>erf <>ctly "''Od 
rPstauran t h.e r e . 

You have? 

Yeah. 

•.:ell , I can' t c or.r;>e t e wl th you on t ha t . 

I ga t "ler you I ve so t SO'lethlng or. j'OU!' mind . Huh? 

Yell , no , nothlnc e0eclf 1c 
things I 1 d like to .... 

YE'ah. 

.. .. br l. ng you uo to date on . . .. 

Yeah. 

.... and chat with y~u a~out. 

···ell , : ' d ll:te to see y~u l::Pcauee I hear lots o r 
thlng s a bout dl ~ferent thln:s tha t are go1 ~g on 
t h?. t you 'r• :n t ~ror tod in. 

Hi&ht . 

I ' ll tell you , it eo he~pens I ' ~ t19d uo today and 
tomorrow and Sn t •Jl'day . See? 

Yeah . Ho1~ abou t ear ly next 1·1eek? There ' s no rush 
on it. 

'.l'ell , if ther ~> 's no Cabine t Friday a f t'!rnoon, see? 

?.igh t . 
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Su~pos1ng I g ive you a ring. 

Thll t w111 be f ~ ne . 

See? An~ then Wt> 'll ~e t to: e ther Fri da:r a f vrnoon . 

'l'h~ t w1ll be swell. . 

su,..,oe1n:; -- I ' ll hold -- sa;· , tentat1v,.ly -- !'our 
o'clock on the theory thPt there will be no Cabinet. 

Good. 

f!ow ' s thet? 

Thn t' e ~;rand . 

And then next wee!~ s?mP tt11e we ' ll have 'unch 
together any~;ay . 

All rl . h t . 

Because I would like to see you this •.,reek . 

Coo d . 

How ' s t hat? 

l~on<!erful . 

And we ' ll -- we'll contact you. 

All r1&ht , I a-,- r eclate that. Thank you . 

Thank you. 

Bye . 
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January 18, 1945 
11:15 a.m. 

Re: BkETTON \;OODS-FOREIGN ECONOMI C POLICY BOAHD 

Present : Mr . 0 ' Connell 
Mr . White 
Air . DuBois 
Mr . Luxford 
Mrs . Klotz 

H. !A. Jii.: 'I'he thinr-s we \'.ere go ing t o t ake up , on the 
part of Stettinius , wi t h t he t resident, were, for ins tance , 
thin~s beh;een T1•easury and St ate that affect t he Treasury. 
That s what I wou.ld like to discuss now. 

tffi . WHITE : You cleared them all up but one , and that 
is the Message on Bretton ~oods we agreed upon last night. 
Dean Acheson approved it except for a ~nor change, and i t 
is entirel y satisfactory to us , and I am sure it would be 
to you , because you have everybody you wanted on it , the 
Legislative Committee t hat they had recommended and you 
app roved . 

l:i. ! . Jit: The llessaee on Bretton \•oods is se t tled . 

:lk. i'ri::ITE: Llay I ~et t he othe r documents then? I 
didn't know you v.ere go1ng t o take that up. 

H .~I . Jk : Didn't you tell them? 

. 14rt. O' CONN ELL: I didn ' t t ell anybody anything . 

H. M. Jh: I said te.ll the boys what it is about . 

Mk . 0 ' CO!lNELL: I di dn' t underst and that. 1 thought 
you meant just t o t ell them to be here . 

Do you want me to tell them my story now? 

H.1!. JR: Any way you y;ant. 
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MhS. KLOTZ : He just meant to tell them what the 
meeting is about . 

H. ll.JR: I said t o tell the boys what the meeting 
is about . 

(The Secretary, Mr . White , l!r . Luxford and ll.rs . Klot z 
leave the conference temporari l y . ) 

H. I.{. JR: Evidently you didn ' t get invited . 

MR. DuBuiS : He told me if r1e didn ' t get invited, he 
would send me over the documents and give us our chan ce . 

(Mr . White and Mr. Luxford re- enter the conference. ) 

H.!.I . Ji<: How about McCloy? ls he coming at three­
fifteen? 

• J 

MH. DuBOIS : I wanted to mention th11t t o you. I didn' t 
know v.hether or not you want ed to do that . 

H. ~~ . JH : I would like him to come . 

Mk. DuBOIS : If you have the time . 

H.M. JR: I have the time . 

~ffi . DuBOIS: I dictated a memo on Rosenman if you 
want it . 

H.~ . JH: I have mine . 

MR. ':.lll'IE : \~as I correct in stating it was fairly 
sat i sfactory? 

MR. DuBOI S: No . I have been misled there. I think 
he could be--

H.t!. JR: I am waiting . 

1':R. \'.HITE: This is a copy of the thing you had . That ' s 
what you gave Acheson . 

(Mrs . ~otz re-enters conference . ) 
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H.U. Jk: Yes . 

~m. ' .. HITE: The first item--! haven ' t the copy--I 
think it is the Legislative Committee. There is t he 
agreement . Harold Smith si~ned it , but ~anted to change 
the accompanying letter , wh1ch the President would send 
to various agencies , and softened it a bit . Luxford 
seemed to thi nk it was all r i ght , so he is retyping that , 
and he was hopi ng to send it over t his morning. I haven ' t 
received it, but , i f that ' s all right, that ' s settled . 

h . M~ . Jk: I haven't sicned that yet. 

L:R. \'IHITE : As soon as the orig inal is retyped--do 
we have t he original? 

l~. LUXFOXD : No, what we did, Mr. Secretary is send 
a carbon to Acheson , tellin& him to arrange t o get an 
agreement v;ith Smith, and we didn 't ~~ant you t o sign 
un til Smith bad indicated it was all right 'r\ith him. 

MJi. VIHITE: Smith has indicated. 

YR. LUXFOXD : .llcheson has all the papers . 

Mk. ~HITE : Your original will be sent over here 
for your signature . 

H. !.{.JR: Get it over here by two o'clock. 

MR . :;,1i!TE: The second item is the Budget Message. 

H.M.JR: llessage to Congress on Bretton Woods . 

MH. YIHITE : Vie have agreed on that . It bas been re­
typed t his morning and will be ready in fifteen minutes 
or a half- hour. It's about five or six pages long . 
l t is an effective Message- -if the President would accept 
it, it will be very good . 

H.M.Jfi: That ought to be to the President with a 
letter from Stettinius and me . If you want t o do this--
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!!R. LUXFORD : Vte thought maybe you would do that 
afterwards . 

H. l.!. JR: I don ' t knov1 whether I could get to see him. 
I had an appointment with him two times on that , and 
Stett inius called up to explain . He said he's seeing the 
President at eleven 1'orty-fi ve on the Mexican Conference , 
but I have been t~o times on that point, so I think that 
the easiest way to reach t he President these days is 
through a joint letter which v1e can get over there, and 
I think if we send a letter signed by Stettinius and my­
self, that he would O. K. it . 

l.!JI.. \'tHITE: To the President? 

H.J.{. JR: Signed by Stet tin ius and me . 

t.m. 1.\HITE: We will draft that at once . 

MR. O' CONNELL : At this point I ~ould like to make 
a suggestion . It seems to me , in my thinking--

H.M. J!t : In this letter to the Pres ident I 1·:ould 
tell him, (1 ) about the meeting which I haven't told 
him about which we bad here , that meeting with Wa~ner 
anc those people, you see--they \',anted to come--gl ve 
him a little paragraph about that; and (2) the telephone 
call I got from John McCormack saying, "Come on , send this 
thing up . " 

1lli. r.liiTE: They t hought their 1fessage would be very 
helpful, and ~Cormack would like to receive the legisla­
tion right away . 

H.M. Jlt : Yes . I would put t hat in a lette-r . 

Hk. O' CONNELL: My point is along that same line , 
but I would assume the rest time to have the Message 
go down would not be before the time that we have agreed 
upon the form of legisl ation ,., ith :>pence and wagner, 
and have a copy of the bill to put in the ho~per 
the same day . Say , "V.e hope you will like J.t," to the 
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Pr esident , and send it down, but as t o the t i me , maybe 
have t hem approve i t and hol d i t . 

H . ~: . JR : I would say someth i nt; like t hi s , i n this 
lett e r , say, i f we a re going to do thi s t hi ng , then in­
asmuch as ~tett inius will be out of t he country , leave 
it with me to send it up on t he Hill at t he t i me t hat 
all t he l eaders on the Hill say it i s the proper time. 

!.lli. i\HITE: That would fit Acheson ' s r equest not 
t o go f orv.ard unt il lte had agr eed on s!)ecific pr oposals . 

lt. ~: . Jh : If t he President would l eave t he l!essage 
with me to send up a t a time the leaders say it i s t he 
proper t i me to send it up--

~lR. JliTE: 'l'he thix•d item- -

H.!.I. JR: ur i f you can put it anot her uy , if he 
would leave ;.ord wi th somebody, l eave i t v.ith somebody 
a t the Whi t e House, you see? And put it , leave it v.ith 
an app ropr iat e pe rson. I don't 1·.ant it . Leave it with me , 
what t he hell ! I will conf er with the leaders on the Hi ll 
as to t he pr oper t ime . Leave it wit h me . 

~Ut. \.HITE : V1ith St e ttini us out of t own, that is 
appropriate. 

H.~!. . Jit : Say with Stettinius out of tovm, l eave i t 
\l i th me . 

MH. itHITE : I fo rgot t he third item. 

H.M. JR: Bretton \lloods l egi slation . 

M.R. YiliiTE: Oh, l egis l ation. They are not yet in 
agr eement. How much , J oe , how far apart are you? 

MH. 0 ' CO!\IIELL: I have expl a ined t hat. I have 
mentioned it t o t he Secreta ry before and I 1·.ould like 
t o mention i t again. On Tuesday l called Dean--on 
Monday or Tuesday--Acheson to te l l him we wer e sendinz 
a copy of our draft of the Executive Orde r over , and 
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during the conversation Dean asked me if I would be 
willing to sit do~~n v.i th him and Judge Vinson to see 
if we could not come to an agreement to have Vinson 
as arbitrator, so to speak, on the one poin t v1hich was 
a very di f ficult point in our meeting on ~aturday. 
You y,alked out before it was over. It is a very technical 
question , as to l'.bether or not the legislation would get 
a better reception if it were set up as we have set it up 
in terms of authoriziation to the President to sign it , 
or v.bether it would be set up on a basis of Congressional 
i ndication, indication of ~ongressional a~proval , and 
desire he participate in this thing like 1n the banking 
fund . '!'he problem is one of strategy, almost entirely, 
although there would be some substantial disadvantage 
from our point of vie"'• because \\e will have to include 
more in the legislation if we· follow t he State Department ' s 
approach . I told Uean I ~ould , though . I haven't beard 
from him since . 

!.Ut. '•\HITl- : I arn v,onclering v.hether, at that point , you 
be t ter not get the opinion of Wagner and Spence , rather 
than--

llli. O' CONNELL: We have to get t heir op1mon anyway, 
but it was Dean ' s thought , I am sure, that we could 
possibly come to an agreement between ourselves , and 
wit h Vinson to help us to come to an agreement , anc at 
that point we w~uld still have the problem of v:hether or 
not Wagner and Spence , particularly the Senator, would 
believe that they might come to an agreement on one 
approach, and the Senators believe the ot her approach is 
better, even if we did agree . 

~J<. \\liiTE: How much do you think they are giving 
up if l'oe agree with that? 

H.M. JR: Excuse me, just so I get it straight . Vthat 
is the thing you wa~Vinson to arbitrate? 

MR. 0' CO!\NELL: V.betber or not the form of legislation 
should be as we have suggested, that tne Congress authorize 
the President to sign the Bretton Woods agreement . That's 
our suggest ion. The State Department wants to have the 
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legislation start off by indicating that it is the policy 
of Congress that the President enter into such agreements , 
as the Bretton ~oods agreement , and then goes on to make 
substantial or substantive revision of the law as required, 
appropriations point, and so forth . 

H.M.J it: May I say something before Luxf ord? Please, 
do you mind? 

MR. LUXFOHD: Surely . 

H. }~ . Jit: !.!,y own feeling is this : I would not go to 
Vinson as a.n arbitrator, see? I would go to the members 
of the Delegation who are in Washington, j ust the v.ay Vie 
would at Bretton Woods . ~e have a little meetin&--there 
is a question as to State' s strategy--we don' t know. We 
would like to have the other Deleeat es to lis ten . 

MR. O' CONN ELL: You mean the Delegates to Bret ton 
Woods? 

H. M. Jn: Who are in Washington, which would be Vinson , 
Eccles, Spence--! mean , call a little meeting if i t is 
that important . In other words, to be frank , I don 't 
want to give Vinson that exalted position . Vfuen we lef t, 
Senator \\'agner saidr, "nhenever you are ready ,·,ith the next 
thing, let me know. ' If this is important enough, then 
I would like to have a little meeting of the Delegates 
and put it up to them. 

MR. \'illiTE: That will also give the Delegates a 
feeling you are taking them in on these matters, because 
they certainly don ' t --

MR. 0' CONNELL: I think this is primarily a matter 
of Congressional strategy . · It has to do with \'lhether it 
will look l ess l ike a treaty if you send it one way, rather 
than the other. 

H.U.Jk: I wouldn't take Vinson's advice , 
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MR. O' CONNELL: Maybe Vinson would agree with us. 

H.LI.JR: I don ' t care. .coven if he does , I wouldn ' t 
care. I'll tell you why . This is an important matter . 
Vinson, the other day at luncheon--you don't know about 
him--but he talked too damned much, and he was laying 

' L 

down the law all the time to Spence, and these other people, 
didn't give Spence a day in Court , as to how to handle 
Congress . Now, the whole i dea of ID3 r ecommendation--! 
don'~'t know whether i t was mine--but the idea of t he 
Presider.t~of having two members of the House and two of 
the Senate was to keep them i nformed, so ~·.hen we go on 
the Hill they could help us put throu~h legislation--
and I just felt t hat Vinson was shootlng off his mouth 
too much the other day. To me he was objectionable . If 
I had been a Congressman, l would have said , "Look here , 
Fred, you are down runn i ng this department: I am Chairman 
of the Committee on Banking and Currency , and i r. Morgenthau 
wants to know when it should be introduced . Let me tell hi m. " 

Nor1, I like Fred. No one could have been more loyal 
or more useful to me at Bretton Vloods than he was , so I 
want to say that I think there shoul d be a meeting of the 
Committee . I thi nk that t he proposed Message of the 
rresident on Bretton ~oods should be read to them, and I 
think that it i s very import ant that t hey feel they are 
part of thi s thing and that they should see thi s !lessage. 
Then , if the re is any other question whi ch should be put 
up to them--not Vinson alone , but If I was at Bretton Woods 
and had nothing el se to do, t hat 's how I would handle it . 
I have only had one meeting . I would call them t ogether 
and say,"'.'le have made this much progress . ive wan t to know 
whether you approve of it . 'l'1hat are your suggestions? ." 
They may not like the Message. They may have some very 
good suggestions . There is a question on Vlhich State and 
Treasury doesn ' t see eye to eye . We 1•.ould like your advice . 

MR. O' COtfNELL: I don't think we have exhausted the 
possibility of State and Treasury seeing eye to eye . I 
don ' t t hink the difference between the State and 'l'reasury 
approach is anythi ng that is 11ort hy of takine up the time 
of the Delegation . 
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H.:.~ . JR : flo message should go to the President Ylith­
out four Congressional ~elegates seein& it , and be i ng 
consulted about it . 

MR. 1/il-: I TE : Wait , do you want to del ay this le tter 
until he is out of town? 

' . ~ c 

H.!.l . JR : No , I would get that anyv.ay, and if they 
make suggestions , wiPe them; and when we "ire those things 
to the President, he is very good about them. See? I 
have done a lot of talking, not just on that . I ' ll put 
it this way. You are r.ritin~ up something where minds 
meet . If we must consult this Dele~ation more--

1llt. O' CONNeLL: That may very well be true , but I 
certainly see no profit in having the Delegation attempt 
to decide whether or not this- -

H.M. JK: I f you don 't mind , I overrule Acheson's 
suggestion t hat we use Vins on as an arbit rat or . I think 
we should have a meeting of the ~elegation to bri ng them 
up to date , and at that time , incidentally, br ing up the 
other question. Is that a!l right with you? 

Mh.. 0' CONNELL: Yes , sir. 
this difference between us and 
hours on Saturday--

I think so. I think that 
State which we argued two 

H,I.\, JR: I haven ' t talked to anybody since you talked 
t o me , so nobody here has seen me on this . 

Lffi. 0' COi'il•!t.:LL: I understand . 
' 

~.IR. LUXFOHD : .What I wanted to add, Mr . Secretary, 
was when Bunn was over here clearing the President ' s Message 
yesterday he was also in on the legislation with Acheson . 
Now, Bunn said he submitted a propcs al for AChe:~on ' s cons idera­
tion to compromise the difference between State and Treasury , 
~hich from our point of view would be very good . If 
Acheson is preparing to go along v.ith that , this whole thing 
becomes a tempest in a t eapot . 
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ll .M. Jrt: I would have the meeting anyv10.y . 

Mit. LUXFOftD : If we can get an agreement between 
State and 'l' reasury--

H.JL Jk: Say , for arguments sake , we are goi ne to 
have a meeting on Monday. Look, gentle:nen , if between 
nov. and l.!onday 11e can ' t settle this beheen State and 
Treasury , then 1'.r. 1!orgenthau is c;o i ng to refer to the 
Delegation . How is that'? 

Mlt. 0' CONNELL : I would be amazed if we coul d not 
come to an agree:nent ,,ith State . 

!.lh. V.HITE : There should be a meeting anyway . 
am in thorough agreement v.ith that . \',e need their 
support , not t hei r nominal support , but we want t hem 
to f eel they are in the picture, and it's their fight 
as well as ours . They YIOD ' t fee l t hat r;e have neglected 
them. 

H. M. JH: I t would be a gr ave error to have the 
President send a messaee on the Hill without f irst 
submittin:; it to the four Cone ressional Delegates. 
If they only chan~e one l'.ord , they v.ill love it . Now, 
I started this thlnt; . I l'ias the f irst fel low to start 
this thi ng ~orking with them, and n~everybody is doing 
more . Let's stop arguing , see , ana leave it this way . 
\ie ,.,ill set a date no11, see , f or a mee t i ng of t he 
Delegates , to submit the ?resident 's ~ssage , and you 
lawyers v1ho are Mrkinv on this thing will tell State 
that if this thin;:; isn t settled by then , then they 
can bri ng it up. See? ~hy a on't we aim for nednesday? 
Is that too fa r off? 

MH . 0 ' COi\'tlELL : ~•ell--

J.m. \\BITE : No , Tuesday or 'Wednesday . 

H.:t. . JR: I can aim for Uonaay . I ao free li.onda;r. 

!~lt. \',JUTE: Maybe 'I'uesday would be better . 
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H . '.~ . JR: I can ' t . I have OSS. I'll t ell you what 
we will do. 

MR. \',HITE : You are asking four ::lenators to come dov.n. 
Usually t hey need a lit tle more t ime . 

H.J.1. JR: You ·might send a Vlire to Fred Brown and t ell 
hi~ what is happening . 

YJt . i1HITE: I can telephone him. I t hink that will 
be be tte r . It is qui t e a jump from Chicago to here . 

H.h! . JR: Tell him if he doesn ' t , we will mail him 
a copy of the thing . 

MrlS. KLOTZ : what about t he othe r Congressman who 
came and was here a short time? 

Mh. V.HITE : Somers, and there is an other one , 

H. M. Jn: \•as Crov.ley a Delegate? 

A!R, LUXFORD: He never showed up. 

Mrt . .. HITE: I forgot all about it. lie was a Delegate . 

H.M. JR: What do you recommend? 

Mh. \'.!liTE: .1. think you ought to bring hi:n in . I . 
don ' t think he is go ing to like the Message . 

H.M. Jii. : He wasn ' t here the other day . 

M!t. · .. HI'fE : We forgot about him. 

H.l.t. JR: \'lha t do you recommend? 

l.IR. LUXFORD : I wouldn't include him. 
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!.!h . \\liiTE: llell , you see if he knows t he other 
Delegates are meeting, and he is not, then 1\he !'e he v.as 
neutral before, he becomes an enemy . I think it ' s better 
to invite him. 

H. I.I . Jtt: O.K. You check with t his outside, and 
I ' ll tell you,Luxford, you act as !:>ecre tary of this 
Delegation , will you please? See t hat this goes all 
ri~ht , will you? You act as Secretary and round this 
th1ng up. 

?!.h.. i.HITE : The next item is the last item. 

!.!H. 0 ' COt,1!J:.LL: Let me be sure I understand the form 
of legislation between noll and the time you meet . i .e 
are to proceed Yiith the hope tha t r.e v.ill come to an agree­
ment t;ith the State Department, and all I am prohi bited 
f r om doing is talking to Vinson . 

H.;,l .. m: You are not prohibi ted . Let's ~; et the 
lan~uage strai~ht. I don ' t \lant to use Vinson as an 
arb1trator on this matter, because I didn ' t particularly 
like the way he handled himself, versus t hese Coneressmen 
the other day . I thought he was--well, bombasting is the 
v.ord . 

i~t. O' CONNELL : Acheson made t he suggest ion . 

H.M.JR: On a matter of this importance, if' we ·can 't 
get together, I would refer it t o the Committee as a whole . 

Mh.. 0' CONNELL: O. K. 

H.: .•• J!t: I am glad it came up . 
tnought of referring the President's 
befor ehand. 

I never would have 
Message t o this group 

llh . LUXFORD : Probably the President will have acted 
on it by that time . 'he won 't know v.hen we :;ive it to him 
whether he has approved it or not , 
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H. M. JR: 'he have it anY'vay . 

lf.H. ' .. HITE : If he has approved it, fight off chane;es; 
i f he hasn ' t approved it , fight off chances. 

H.L!. JR: I was supposed to see t he r resident today, 
but it was pos tponed becaus e ~l1i t e wasn' t r eady. 

MR. \'1HITE: I was up too late last night . 

(Discussion off the record . ) 

H. !I. . JJ(: Oscar Cox called me up and asked me if he 
could buy me a lunch. I want you to know I'm coming up 
in the ~orld . (Laughter) 

Let ' s do the next thing. 

MH. 1.HITE : The next thing i s the Executive Order. 
The one that Joe sent ovet• and v.as agreed upon here was 
this one . 1 am sor•ry 1 haven ' t t he ori ginal. 

MH. LUXFORD : I have t he originaL 

W~. 'iHITE : There were two orders before you . The 
long one is the one Yle felt carried out your policy and 
we agreed upon . That , Joe sent ovet• to Lean Acheson 
to cons ider. You asked him about it yeste rday afternoon . 
(Referring to Attachment A. ) 

Dean said· he had wanted t o talk to l.layton about it . 
he said there were minor changes and one major change. 
I asked him r~at the major change was,and he said the 
major change--

H.M. J h: where did you meet last night . 

4 • 

J.l:lt. VoHITE : At his office . \lhile he was here I asked 
hi m what the ma j or change was so I could discuss it wit h you. 
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H.!!. .J R: You weren ' t confirmed yet , so you are going 
over there . (Laughter) 

l.l.R. ;·.HITE : That's right. I was thinking of a song . 

(Discus sion off the record ~ 

, 

Bit . .. HITE : He said that the major change was tha t 
the Commi t tee was to be authorized to ma~e recommendations 
r or the appointments on all conunittees dealing v.ith all 
bodies representing the United States in international 
fields . Remember, I mentioned that to you in the car? 
I said I don't understand why they should include that , 
and you said you didn ' t think it was important . 

H.1!. JR : I didn ' t say that it wasn't important . 

Mlt. •;;HITE : You said you didn ' t see why it should be 
in here . \,e ought to keef this as s i mple as possible . I 
said that merely t o show hat Acheson was a little less 
than hone s t , to put it generously, because 1'1hen he came there 
the night he handed us this short document--and this short 
document is a very different document from the long one , 
and 1 don ' t know-- shall we discuss t his short document? 

H . ~! . JR : 'l,'hich is the one --

:.m. '~>H ITE : The short one is 
r ecommending . 1he short paper. 
Attachment B. ) 

the one they are 
l neferring to 

H.U. J'h: Let me read the long one first . 

Mk. I'J!ITE: That ' s the one we gave t hem. 

(The Secretary holds a telephone conversation with 
General Wat son , as follows :) 
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o., .. ra tor : 

G!'n ra l 
',''a teon: 

Hl~Jr : 

W: 

H:~Jr: 

,, .. .. . 

H!·~Jr : 

',\T : 

HHJr: 

i~ : 

H!~Jr: 

\•I : 

HHJr: 

'.'l ! 

Hl~Jr : 

W: 

H!~Jr : 

\~ : 

HJ.:J r : 

':'!le:--e ''? U are . 

':el lo . 

January 1e , 19~5 
11: 46 a:m. 

, 

(Aside : Jlo , I ' m stPrilized. I disa .:. ree ~11th you . ) 
Hel lo . 

I don ' t hear you. 

I Ju~ t took a d r 1nlt o f whiskey. 

'!ou too% a c'r 11'lk of wh1 ekey? 

:• u tell yo·J I i:ncl P ::.1ttle cold. I Jus· told 
E:d Ste tt1n1us and ~<<>l eon Roci:efeller I want to 
keeJ mys<>lf e t e r1le -- st"r111zed, I ~ean . 

( Lau:hs) Oh, boy , 1~11 s th" ': a £lip! 

:>lot sterile . 

That 1s known as a Freudi rn slip. 

I kn01v, I' m already •... 

I f you don ' t kno~1 Wh" t t ha t i s , ask yo·J.r wife . 

~"ell , I ' m thAt way anyholv . 

Yeah. 

Tnere 's no use a~1ng anybody . (Laughs ) 

Yeah . Yeah. 

Say , l ook here, he said, "Henr y by h i mself afte r 
Cabinet tomorrow," is wha t he said . "!ow, if 
you don't ge t in t he r e t omorrow, l e t me know and 
I ' l l g et you 1n befor e we go. 

Well 

I th1rut he meant you'll k i nd of follow him back . 

·.-rna t' s t ho t? 

I thought .. .. 
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• 
A'ell, if I con do it , b•.lt P.o ;; in the Cc.blne t room. 

I %~ow , bu t I t tough t you ' d follow him l n . 

Well , will you assl $t me? 

I ' ll do all I can . About six others are trying 
to do i t . Francis Biddle and everybody else. 
It might be tha t ! 111 have to ge t him to see you 
a minute Honde.y -- or Sunday . 

Yeah , but I lost out today and ... . 

•::ell , you ' re soi nt; to ula;r poker with me Sunday 
night , I think . 

Yea3 , but I gather t r.6 t Stettlnlus and Rockefell er 
are ge tti ng in. 

~ell , I ' ll tell you , t hey had-- it's about this 
~exican Conference .... 

Yenh . 

.... he wan ted to see them. 

But Stett1n1us and Hor gent hau , no soap , huh? 

'.1ell , it can be bu t I <;hought you ' d rather hAve 
tha t - - ! 1 ~ rPsoon~lble for that - - I thoucht 
you'd rather have the separate one. 

\vell - - who ' a 11 stening to you? 

:~obo<ly . 

Yeah , I ' d rather have it . 

~ell , t hat's what I thou: ht . 

Yeah. 

You know I' m trying to -- I ' m t r ying to do the 
thi ng that 1·1111 eave you and t :C.e ?resident -­
and I know he ' s go t to see you and he's got to 
see Ed , and he ' s cot to see Nelsbn. 

Yeah. 
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VI; 
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HMJr: 

\of : 
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So I thou-ht that t/9 e t 'l"' bos t . And I 1 11 trk• 
your money f r om you Sunday ni~ht so holn me , God! 

Huh . 

I figure on ce tti ng about sevent y-five dolla rs . 

no t if -- not i f you 'v e -- not if you ar e who t 
you juFt claimed you a re . 

(Laughs ) You ltnow instead of saying I was 
sterilized, I said I was ster ile. 

Ye s , I know. You ' ll never hear t~e end of thPt 
one . 

Ruh? 

~ou'll nev~r hear t he end o~ thRt one. 

'vell , it' s probably true. 

Okay . 

All right . 

3ye . 
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H.!.I. Jit: It ' s Cabinet tomorrow, and I am supposed 
t o stay behi nd and see him in hi s office, so I had 
better take those pages with me . 

You say "economic ," not anything about financial. 
Is that all inc l usive? 

MH. ' .. hiTE : It includes financial. 

H.h . J R: Nol'• • this is the other. Did you purposely 
leave out the word financial? 

!.11\ . .. HITE: . Yes, 1·.e did . 

t:". 0 ' OOIINELL: It was int ended to include that. 

!.!){. Du.BVI ::l : It is better not t o be too specific on 
it . 

H. !.!. Jlt: "Domestic fiscal and economic policy of 
the United States . " That over•laps right into Byrnes ' field . 

Mlt . ,,HITE : There is nothine; under this document 
that v.ouldn't be in their field . 

:n .. 0 ' CvNHELL: On this point , under (B) , as I read 
it , it says to bring the international organization in 
line v.ith--

Mit. DuBOIS : You kno1•, what that gives them the excuse 
for doing . 

1.!n. 0 ' CO:-lNELL: • •• domestic . V.ell , it doesn ' t assert 
that organization enters into the domestic fie l d . 

H.M. JH: As far as I have read the t hing- - t he reason 
I am for this , and the reason 1 think I can sell this to 
Stett inius is this is a much simple r form, ano it is vague , 
ana the fresident doesn ' t l ike these thin~s thal are too 
wordy. If.1·.e use small type , we can get 1t all on one page . 
ue would l1ke that . 
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Let's feel our way alone , and we won't get a lot 
of opposition from other people. 

Mlt. LUXFORD : This is the difference . 

li •... • JR: This thbg is nailed dOI'mo 

UH. LUXFOkD : It 's a sledge hammer! 

H. !A. Jli. : One month afte r it is written , it is out 
of date . 

AUt. ..HITE : 'l'he way they r;orded this , t.ha t was a 
high-policy r.ord , they converted into a super government 
operation , because we haven ' t g iven them t he power to 
direct . They are going to run all these things. lt•s 
not a question of establishing a policy . 

H.!.l.Jit: Let me get this thing . 

Mfi . •:.HITE : 'l'hey know very v.en because they have 
done t ha t very deliberately, and I told Acheson lhat . 

H.M. JR: I ' ll ask for J.h• . Yost of the State Department 
on the telephone. • 

llh, ·:.HITE: They ltere going to talk to ~tettinius 
this morning . ne told them we thou[ ht this liOUld not 
be accept able to you, because it reached out so much more 
than you intended , and it would creAte a g reat deal of 
animosity among departments and be unv.orkab1e , and it is 
carrying out what v:e ,understood to be your policy . Vie 
discussed it at some length, and they said t hey would have 
to talk that over t.ith Stettinius this morning . 

!J.h. LUXFORD: So that he won 't do badly, this will 
not go on one page. The ~hite House dictates the fo~ 
of Executive Orders . I t will be short , though. 

H. M. JH: tre cari submit it. You can shorten this 
t hing up. You don't have to have margins. 
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~lli . LUXFORD : Under instructions f r om the White House, 
we can ' t change a line in spacing all the way through. It 
will be two pages. 

H. M. JR: That ' s all right . I uon't have any trouble 
selling i t . 

Mit. ' . .HITE: I think he would make a mi stake t o try 
t o run this . You notice ho1. they are setting up the 
Sec retary in the ~.tate Department , and that they are 
directing all these activities . It's an absurd performanc e 
on Acheson's part. 

H. !!. .JR: Listen. Let me- -I'll get to Stet tinius if 
I can . I am going to see him alone fo r three minutes. 
I can do this thin~ in three minut es . And then , 1' 11-­
well , I don 't know, you fellows decide on it-- I don ' t 
wa.nt to take too many . There isn't any use for fifteen 
of us to g o over . 

~m. •:1HITE : I don ' t think you need anybody on this . 
One man . You don ' t need anybody to sell this to Stettinius . 

H.M.J k: I think I will go alone . lf they get into 
a legal clinch, the less I know, the better . 

Uk. O' LONi\E.LL: · There is no legal problem involved 
in an Executive Order . 

l.l!t. \riHTE: If they say they v.a.r1t to change it , it 
doesn ' t mean they ca.n't , and say if it doesn ' t , you 1\0uld 
like it your \;ay ana not include it . (Laughter) 

H.U. JR: Did they at no time agree to this? 

ill<, LUXFOHD : They took our form and--

Ml\. \,!liTE: That h much more in harmony dth ~~hat 
1\ent before, anyhow. 

H. M. JR: 
Stettinius . 
Pete Collado 

One thing I 11an t you to do 
Did you notice , harry, they 
in on thh? 

r.hen I see 
did not have 
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Mk • .. HITE: They didn ' t tell Pete Collado . At least 
he said he called Glasser to know what went on . ~hetner 
he did it purposely or not , I don ' t know. 

H. LI . Jtt: I \\ant a little memo from you for m:y own 
use on Pasvolsky , see? I am going to give him the ~orks, 
and I •ant to tell them also from you-- they are go ing to 
have t his promptly after lunch--on these State Department 
men , who v1ere advising Winant on the European Advisory 
Committee how lousy they are . There are three men over 
there . .l j ust want those . I v.ant those on one sheet 
for me to l'emember . 

~lli . ' JJITE : I don't know much about Pasvolsky . 

MH. . DuBOIS: \1e all know who they are • . 
1\. l.,. J h: I v.ant those three names , see? 

M;, . '/.hiTE: You are going to discuss it with !:>tett inius 
or the President? 

H.!.I . Jh: With Stettinius . We are having a meeting 
at three- fift een, and he will j ust have t o sit and listen . 

l.nt. Du.bJIS: Are you supposed to confirm that with 
Llr. !,!cCloy, l.!r . Secretary? 

H. !.1 . J h: I don ' t think so, but v.e can . 

No~, who is in t erested in the Criminal .Gommiss ion? 
Joe , are you interested? 

MH. O' OOHNELL : I huve been in on some of the more 
recent discussions . 

H. t.1.Jh : It would be nice if you would come in . 
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/.{!{ , DuBOIS: Luxford and I? 

H,;/ , JR: lf the three of you will be here a t three­
fifteen . 
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mCUTm CRDD 

ESTABLISHING ! FOREIGN EOONOWIC 

POLICY BO!BD 

liT Til'tue of the Ill thCil' it7 n ate a in a, aa PJ-eaident 

of the United Statea, b7 the Conatltution ana atatutea of 

the United Statu, ana in or der to j:l' oTide for the IIIDr e 

effective coordination of the tllnct1ona and acthitiu of 

the GoTtrnment in relation to foreign economic proble .. , 

it i a hereb7 ordered aa followas 

1. '!'here h hereb7 eatabll ahea the Foreign Eoonoaic 

Poliq Board (hereinafter referred to u the Board) . 

The Board ehal l conailt of the Secretary of St&te, 

the Secretar;y of the Treaaur;y , the Secretar;y of 

Commerce and the Secretary of the Interior. The 

Sacretar1 of State ahall be Chail'lll&ll of the Board. 

The Chairman of the Board ahall requut the hn da of 

other agenciea and department• to be represented in 

the Board' a deliberation• whenever mattera apeoiallT 

affecting auch agencies or department• art under 

conaideratlon. 

2. It ahall be the function of the Board, ac ting 

aubject to the dil'ectian and control of the PJ-eaident 1 

(a ) To dtTilop 1mified progr&U and to utabliah 

policiea with respect to the economic rel a tionahipa 

betlfnn thia Gonl'llll8nt and foreign g:>nrnmenta. 

(b) To arrange for the unification and coordination 

of the actiyitiel of thia GoTtrn.tnt rel atiDg to 
' fortip •ooaalo affair-, 
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(c) To report to the Preaident at frequent 

intervale concerning ita activitiea and to 

make auch recommendation• to him a8 the Board 

mar deem appropriate. 

All action of the Board shall be in conformity 1li th 

the foreign policy of the United States &8 det~rmined 

by the Secretary of State. 

S. It shall be the duty of all agenciea and departments 

to supply or obtain for the Board such information 

and to extend to the Board auch assistance and facilities 

as the Board mq require in carrying out the proviaiona 

of thia order. Nothing contained in thia .order shall 

remove the reaponaibility or authority of each executive 

department or agency for carrying out ita own funotioo.a 

and operations but such functions and operations ahall 

be carried out in accordance with tht foreign eoonomio 

policiea formulated by the Board, 

4.. All prior executive ordera and inatru.ctiona 

inaofar aa they are in conflict herewith are amended 

accordingly • 
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Prepared for conference with the 

r • V 

Pre sident 1/18/45 - appointment was cancelled . 

i-'~ /!1-.:Y,A/ ~/t4 #./ 
~ 0~k -- .~v -:-!L..c~~cf 

) /~ ./~~--~ :2'~-- --~. ~u. ,4-
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WHITE HOUSE 

Thursday, January 18, 1945 

1. Letter IDA Jr wrote January 1, 1945, to the President 
pointin~ out why it was important to give cooperation 
to Russ l8.. 

2. Under Secretary Grew' s letter of January 15th in re­
gard to above letter to the President . 

3. Wemorandum to t he President, dat ed January 18th, in 
regard to financial aid to Russ ia. 

4. Two cables f rom Harriman. 

5. Letter to the President on Foreign Financial Policy 
Board dated January 5th . 

6. Memorandum to the President dated January lOth on 
Foreign Financial Policy. 

' '· 
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lly dear Mr . President : 

During t he laet ye~r I hvve discussed several 
time a 1-11 th Amba.s ~E><'Ior 'inrriman a "Olan •·:hi ch He i n the 
Tr ea eury hR ve been for mule ting for com,,r eht'nsl ve a i d 
to Russi<' during her recons truction ner i od. N~ or e 
no t thinki ng of ~ore LPnd-Lerse or any form of r Plief 
but rPther of P. n arrnngem,.n t tr.o t ~;ill hi!V? definite 
rnd lon~ r nngP benf>fi t• for thP Uni t ed State!" a e ''ll~ll 
nc fo r Russi a . 

A~bassaLor ~~rri ~~n hnr X?r ess ed z r eat 1ntor ee t 
rnc; --ould 11'·~ t., H•e thP .,lrn 'ldvanceo . I under~ tnnd 

r r .,:n him ::h r t the :!uPsit~ns ~re r"'luct::nt t o t :>ke the 
1ri tl ll t1 ve , but · ·~ulc1 ~.a, co-,~ our "Or l's<:nt1n[ E' con-
• true ti v:- "''rog r Prn. 

· You 1'111 recall thrt l' t ~uebec Xr . Shurchlll 
cno:·•ed ever y ovld~nce thr· t h i e g r eatest •·:orry ··:o s the 
ryprioo imrnedia t ely fol , o· .. :ine V- E 'Jsy . ···e hrve nm·: 
l·'o r k"o out a ?has e 2 - en<l- ! rP ~e .,roe; r am ···i th the 
'i r i t 1 eh r ft P. r ti·!O ~on the of v~ry "!ar c. •::o r k . 

I I'm convinced thrt if •·:£> • ·•., r ~ to CO "lP for•·•~> rd 

no-- Pnc.' -;reEent t o t he Russirns o cnnor e t e "Olen to rid 
them in the r econstruction '>Pri nd it ,.;ou~d contribu t e 
~ c:r~Ei t d~>"l to•.-:a r t' s ironing ou t "'lP ny , f tho difficu' ­
tier .,,. hl>ve beon ;,r•Ji n0 ·:i th ro!!pPCt to t h 0 1r o robleme 
And ?01 i oi es . 

If a :inancial ?ll'n of this r.ctur e int~reets you 
r t t h1 s ti '!!e , I ···ou' d r "~"'~rec1P t e en oarly on?or tun1 ty 
to discus~; it •:l t h you rnC. J.:r . Stetti ni us . · 

I rm eencllng :.:r . Ste tUniu£ o co'Oy o: t'11P l<>tter . 

Sinc er el y , 

(SIQned) H . M oi'Qenthall, .tr, 

The Pr ecl d ent 

The ··:hi te Souse . 
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THIIl&UtCTMY Of" ftAft 

• • . .. c. 

DEPARTMENT OF STATE 
WASHINGTON 

January l b, 1945 

W.y dear Mr. Secretary! 

I have studied your lett er of January l to 
the President relating to the Treasury's plan 
for comprehensive financial aid to the U.s. s .R. 
during her reconstructi on period. In this con­
nection you wil l have received paraphrases ot 
Ambassador Harriman's two telegr ams regardin& 
the recent Soviet request tor a large post-war 
reconstruction credit. 

'lie have been considering these ma ttere and 
would be pleased to sit down with you and mem­
bers or the Treasury starr to discuss your plan 
and the Soviet request. 

~ncerely you~6. =p-·os-~--

Acting Secretary 

The Honorable 
Henry Korgenthau, Jr., 

Secretary or the Treasury, 
\'lash i n f!ton, n.c. 
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THE SECR ETA RY 0 1" TH[ TREASU RY 

W A aH IN OTON 

January l tl , 1945. 
!.::E!.!O:<M'UULl :· 0!{ .~::!E l' . . ..:.:H!JJ:; •• :' 

Subject: U. s . - U . ... . S •. ~ . : . e..;o ti uti ons on the 
Lend- .... ease , j( c) • ino.nciul Sectlement; 
!'or .:.up_>lie ~ Deli vereu after Th- Da) 

Infor.t.al d iscussions wil;h the .• ussians were bouw1 by 
Harriman a year aco and formo.l ne.,ot:!.at ions h ave been _,oin:; 
on i'or at least 9 ::~onths . Yet , at the ,>l'e sent time , no..;o­
tia tions are ste.le:nnted. ;;. :;ummo:ry or the course o r 
nesotiati ons f ollows . 

l. ..:ar:.•iman be.:;an ..;eneral discussions \'lith the 
.. ussinns in Jar.uar::; 1944. 

2 . In : :a:-ch lS''~~., nftc:- 'o.nnl ne_,otia t i cns be._. an , 
the ·.::Tcusur;,· r:~s rc.;:ucstecl by the ;:Otute :::Jepnrt11ent to 
roco:n.,.end i::~tcrest rates und a"!ortizat1on orov1sions i'or 
tho ' 'inanciul settlCl,;ent and dlci. so under ietter or· •.. arch 22 , 
l /LI4. 

;:> . In ::arly Au .. ust l 94h, S.tate requeste .::. t he •'ren:~ury 
to su.; _,es t concessions on t he in t0res t ra to end a . .1ortizn tion 
pl'OV !sicns on the b nsl ~ o1' .• u vsiu.'l c ountcr- p:.•o1,osol s , 1:!lich 
\'.a.:J done . 

4. -D late .n.Uuu~ t 1~44 when ~;he .• ussians rojec ted 
these co!".ees~l.ons , the .rea:.ul') pt• o_:JoseJ. to the State 
Deparbnent a !~e<J e.ppl'e>a<i1 involvin_, a i' inancial set cle.nan t 
without the !>ayment o·' inter est. l'his ~o;>oscl ••as 
rejected by the State !Jel>!'rt13cn t Md the ;·:::A, Ol'l« these two 
n_:;cncios i:wolvcd l:1 the nc..;ot.i.c.tions continued to ,>resent 
the .• ussions with an inflexi ble ,>os:!.t!.on on u i sputed points . 

5. On 3el)te:nber :..2 the Sttlte De_:>aPt:nent 'sent to f,:os cow 
the "l'ine.l" terms o1' an a.;1·ee.nont rhicil the .• ussion ne..;otiators 
had all•eady indio at ed • .. oula bt unnocep tabl e t o : .o scow . 

o . '!he .1ussi an:~ d~d 110 t res;>ond o l'f'i cially to tho 11 final " 
pr ope sal of thi s l,overnmen t until Ja.YJ U:ll'Y 6 , 1945 when t hey 
proposed to ;;arri :nM a l on..;- term c1•edi t which would include 
the lend- l ease ;:>(c) supplies . 

7· At the present date , State has revived t : .e T1•easury 

l
pro,>oso.l of Au.,us 1944 i :wolvin.:; a non- interest !'ina.YJeinl 
arrnnJement, in an effort to brewt the stalemate . 
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FROM: 

TO : 

DATED : 

NU1!3ER: 

PARAP!!RASl> OF TEU:C!W.! RECEIVED 

JLIJlerican Embassy , Moscow 

Secretary of State , Washington 

January 6, 1945 

61 

SECRET 

·./e refer herewith to our previous cable of Januery 4, 

1945 , No . 29. 

L • 2 

It is my belief that tho Der:ertmont will be interested in 

receiving my r eactions now that I have recovered from my 

surpr ise at t he str ange procedure f ollOYTed by W.olotov in 

starting di scussions concerning a post - war credit in such a 

detailed aide rnem6ire. 

On~. It is felt by me that the unconventional character 

or the document and the unreasonableness of its terms s hould 

be entirely disre~orded by us and it should be chalked up t o the 

strange ideas of the ~ussians on h~~ t o obtain tho best trade 

and ignorance o f normal business procedures . It has increasinel y 

become my impression from our e7.perience that ~· ikoyan has not 

gotten away from his Armenian backP,ronnd . Negotiations are 

started by him on the basis or " twice as !'luch tor half the price" 

and t hen he gives in little by little expecting t o wear ~ut 

in the process . 

Two. It was made very clear by Molotov t!la t ~reat 

i mportance was placed by the Soviet Government on a lare;e post­

rlar credit as a basi s for the development of relations between 

t he United States und the Soviet Union . An implication that 

development or 
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develo;>ment of Oll r f r iendly relations would be dependent U!JOn 

e generous credit was sensed by ne f r om his _staterre nt . Of - --- --course I very ~tronaly end ear nest l y feel t ha t the question or 

the credit should be br our,ht into our over- all diplo!ll!ltio 

relations with Russ i a end tho Hussians should be g iven to 

understand at the a~propriete tine that willingness on our pa rt 

wholeheartedly to cooperate with them in their vest pr oblems o f 

reconstruction will depend upon their behavior in international 

affairs.: In this connection I also feel t hat the eventual 

Lend- Lease settlement should be kept in oind . . 
Three . It appears probable that the prospects of a meotins 

were kept in mind i n t he tining o!' t he deli very· of t his note . 

Ther e foJ;e , it is interpreted by me to indicate that the Russians 

woulil expect a discussion on this subject if there is e mooting. 

Four . Appar ently the time ht!O come Wh!ln the policy o r our 

Cover runant s hould be crystallized and a decision reached on what 

we artri>repered to do pr ovided there is setisrectory development 

in the other aspect s of our r elations • 

.P'ive . My basic conviction is that we should do everything 

possible through credits. t o help the Soviet Union devel op en 

economy which is sound. It is strongly felt by me that the 

sooner a decent l ife for its people can be developed by t he 

Soviet Union the more tolerant they will become. It i s necessary 

for one to l ive a considerable per iod of time in Russia to 

appreciat e fully t he unbelievably low stenderls prevailing among 

the Russian people end the oxtent to whic h t heir outlook is 

effected 

J 

Regraded Unclassified



- ) -

effected thereby . :Jurin~; t ::. i:~ \tor t ho Soviet Govern~nt !los 

pr oved thot it can effdctivaly or~anlze pr oducti on end I am 

so tlsfied that altho:.p;h they will reto in a substantial ml H tor y 

estoblislunent , the gr eet ur r.e of Stalin a nd his associates is 

to provide a bet ter physl cal life for the people of Russia . -·· Six . In order bhat political advantages may be retained 

end that we cay be satisfied t hat the equipment bou~jht is for 

pur poses which meet our ~:eneral aopr oval , I bel iove that control 

of any credits (~anted should be retained · by the United St ate:! 

Cover ll!'len t . 

Seven . In the not e acceptin~ tho Fourth Protocol whic h 

Cromyko recently delivered t o the Deportment I noticed the 

Sovie t Cover rune nt ' s request t hat we shoul d put into production 

industrial equipment which the Soviet Covern~nt agr ees to pay 

for under terms of the long term credit . Howe ver , there is no .. 
r efer ence nade to the terms of this credit end therefor e it is 

esoumed by me t hat the terms proposed in t he aide memoire 

handed me hove been r eferred t o ~Y the Sovi et Gover nmen t . Should 

this be correct, it would appear thet an attempt is being made 

by the Soviet Government to improve our proposals for t he t hree 

C credi t under Lend- Lease in this new proposal for combining 

post- war a nd Lend-Lease credi t s . 

Eight. Apart f r om the post -war cr edit question , it is 

recommonded t hat the Soviet Union be i nfor med promptly by the 

;)epertr~ent:, either through me to l:olotov or through Groeyko 

or bot h : (a) that Lend-Lease or ea1t must be segrepeted fro~· t he 
oonaiderotion of credits f or t he oos t-war per iod; (b) that ' rinal 

terms for 
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torms for the credit undor three C hove alreed:; been P.i von 

by tho Department ; (c) thot before any further long ranro 

industrial equipment can be put into production ef're.ment must 

be reached on t he terms of this Lend - Lease credi t . '.Ia hovo 

observed from experience that in the lenRth or time boinp: 

tAken by the Hussians in erectinP, the oil refineries and tiro 

plant t here is little likelihood that the war will be directly 

in.!'luenced by equipment for lonP, ran ~e projects no11 put into 

production, end it would not seem t hat the equioment for t hose 

pr ojects is urgently needed at this tir.e unless there is 

willincness on the part of the So·1ie t CoverOI!Jl nt to accept the 

generous terms of our offer of financinB. • 

The foregoing messaP,e is secret for the Secretary . 

DC/L: IDB: MLM 

1/9/45 

• 

HARRIMAN 
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PARJ.PHIUS:! OF TEL!GRA!J RECEIVED 

l"ROlJ: 

TO: 

DA.TI!D: 

American l!:mbassy, Moscow 

Secretary of State , Washington 

January 4, 1945 

NUMBER: 29 

SECRET 

I celled last night upon Molotov at his invitation. An 

aide memoirs dated January 3 was banded ile by him-, which was aa 

foll ows in substance: 

It was stated in Gromyko's note or October 31 concerning 

the fourth protocol, that t h e Sov i et Government would put 

forwa rd for our governmen t • s consic erat ion its proposals 

·f or a long term credit to the U.S.S.R. Accordingly, the 

Soviet Government wishes to state a s follows: Beartng in 

mind t he repeated statements of American public tigure s 

concerning t he desirability or receiving extensive large 

orters for t he postwar and transit ion period, t he SoTiet 

Government considers it possible t o place orders i n the 

amount of s i x billion dollars on t he l:as1s of long t erm 

ored ita. These orders 'IIO Uld b e for indus tri el equipment 

and manufactured !!POds (oil pipes , rails, railroad oars, 

locomotives end oth er products). Also, t he credit would 

cover orders for looomoti ve s, railroad cars, rails and 

trucks and ·indu•-triel equipment placed under Lend Lease , 

but not delivere d to the SO't'ie t Union before t h e war• s 

conclusio n 
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conclusion. Credits should r 1m for 30 years, amort t zati on 

to be gin on the last day or tre ninth year and en t he last 

day of t he t hir t ieth year to end. Reckoned from the end of 

the 9th year, the amortization should t ake place in tre 

folloWing annual paym•nits: 2~ or principa l for first 4 

years; 3t,t for second 4 years; 4~ third 4 years; 5t,t 

fourth 4 years; 6% last 6 years. Either infull or in part, 

t he Soviet Government Will .be entitled to pay up principal 

prematurely. Paymen t may be poet poned for an agreed per i?d, 

if the two governments deci de t hat because or unusual and 

unfavorable economic conditions , payment of current install­

ments at any t1 me might not be to mutua 1 interest . I nterest 

to be fixed at 2t.fl, ann ua 11 y . 

A discount of 20% orr t he government contra cts with 

firms of al l orders placed before end of war and falling 

under t hi s credit , shruld by the United States Government 

be granted to the Soviet Union . There whould be left to 

agreement between the Americ an f ims ·in question e nd t he 

Sov i et representatives the prices for orders placed after 

the end or the .war, 

I stated, after rea di ng the memorandum, that I would r eport it 

to my goverll.-alt but that ther e would be no use in my mak~ng lilY 

g eneral comments thereon. 

However, I called Molotov's att ent ion to the fact that at 

the present 

7 
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the present time our gover nmmt has authority from Congress to 

deal with the. t part of this proposed CJ r edit which con earns the 

period ot Lend Lease only, explaining that this authorit y stops 

with t he termination or hostilities en d t hat new authority from 

Vongress would be a prerequisite thereafter. In addition , I 

said that, as he knew, we had been tryina for months to come to 

an agreement with the So'fi et Government with respect to t i nancfng 

those requests tor ind ue trial e quipment under the fourth protocol 

which we had received from them. The interest r a te we had offered 

was 2-3/8, not 2t, as I pointe d out. Alt hough I did not r e call 

t he figures on price adjustment. I stated that it wa s not 20 

percent . 

It was state d by Mol otov tha t he underst ood my position and 

the necessity for my referring this matter t o my governmen t, but 

wish ed to know whether I personally considered it appropriate to 

raise this ques· ion at t he pre sent moment. Spe3king fran an 

entirely personal viewpoi nt , I replied that I thought t h e moment 

n tirely favorable for arriving at a fiml agreemen t about the 

Lend Lea se orders f or the war period end for the op&ing ot 

pr eliminary discussions on the quest ion ot postwar ors di ts . It 

was pointed out by me tl:at it would take some t ime to work out 

an agreement and to obtain the required auth or1 ty from Congre sa , 

and t hat tor this reason discuss ions should be begun before the 

.!'£ 

• 
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war was concluded. 

In addition, I stated tha t I was sure that my government 

would wish to divide into two parts the proposal ·advanced in t h e 

memorandum, namely, the Lend Lease and pos twar periods . Concern ing 

the Lend Lease period , I wa P sa tisfi ed that our answer would be 

t h· fin 1 terms t hat had previously been submitted to the U.S. S.R. 

Agreeing that, of course, t he Lend Lease questions must be 

settled , Molo1;ov sta ted tha t an answer bad been sent through 

Gromyko tba t seme day, but he thought that consic erat ion ah ould 

also be given to the remainde.r ofthe question. He said the t'uture 

or Soviet-American relatione must rest on a solid economic basis 

and have certain vistas ( proepe otus ) befor e it, and t l::a t of the 

question now befol13 us, that of the Lend Lease credit under the 

fourth protocol was only a amsll pert. The present momen t is 

considered by t '" e Soviet Government appropriate to raise in general 

t he broad question or postwar credi ts. or course, the Soviet 

Government ''as interested in t h is question itself; but it seemed 

to hi M that the American Government and Amerio!'ln industry mus t 

also be interest~d in kn011ing the desires of t he Soviet Union. 

Inquiry was made of Molotov as to wh at period the Sov iet 

Government q;oul d expect to obtain d e li very of these six billion 

dollars worth of goods and he r eplied aver a period of several 

years, the limits of wh ioh would have to be det ermined by t he 

two governm~mts t hrough egreemen t. 

Concluding 
• 
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Conolu:Ung the interview , I reminded Molotov that to study 

and work out a solution to t h i s que,11tion would take sane time , 

Repl ying to t is remark about Amcri oan industry, I calle d his 

attr ntion to tt o fact that we were now short ot' l abor in t he 

United States and v iewed the present Lmd Lease re quests entirely 

from t h e standpoint or giVing the Sdviet Union assistance . 

My comments on this proposal extraordinary both in follll e nd 

s ubstance wil l be forwarded to t he Depar t me nt in a subsequent 

cab a . 

DC/L:IlAS: AN 

1-9- 45 

HARRlllAN 
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January 5, 1945 

Wy dear Kr. President : 

I am s~nding you, enclosed herowith, a 
memorandum on a For~ign Fina.ncial Policy Boord , 
and also a proposed Executive Order. 

F.d Stettinius and I would like to have an 
opportunity t o discuss this with you at an early 
date . Thi~ does not nean that F.d ond I are 
having any fundamental differences ; on the con­
t rary, ·.?e have gotten oft to a grand s tart toge ther. 
However, it is our belief thnt nobody but yourself 
can settle t his question because , quite f rankly, 
we do not know just what you huve in your mind . 

Sincerely rours , 

(l!p..t~ I. Mor,e:Dtlla• ' · 

The President, 

The White House. 
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..!L:OHA.•I!lJ.l nr. : 1:./ ! !U>L1...>l.....r.a.'l 0~ A r 0:-.Elu i4 
r .•<llhGlAL .t'OLI\.Y oOk..'ill 

1. 1'he President SU6t.ested. to the ;)ecr etary of 
State , on Aur;us t 21 , the possibilit;r of estaolishlng a 
Foreign Financial.t'olic.l' jjoarcl . 'lr.e .:>ecretarJ of ;:, tate, 
on Se,!;temoer· 26 , raised certain douot s witn resjJec t to 
this proposal , stres sing the funct ions of tne Executive 
Co~nittee on Economic Foreign ~olicJ . The Secretary of 
~tate inaicated, however , that there might be a need for 
an interde1-artmental collllllittee to coordinate, within the 
general framework of forei~:,n economic fOlic~, forei en 
financial ac t ivities and indicated that he would be glad 
to ask tLe Executive Committee on Economic Foreign Policy 
to explore t1.e matter and :.re1-are a plan for coordination 
of our' forei6n financial 01-erations . 

2 . 1te Executive Committee on Economic Forei~n 
Polic~ nas no• .. submitted a 1lan !!rOl!Os in6 the creat1on 
of a .Fi nancial ::>ec tion of tua t Comrui t tee wnich v.ould be 
on an equal level \\itu tne veneral .:>ection of tr.e Committee, 
bot h ::iections navin~ tHe power to make recommenda tlons to 
the Pr esident . I t lS provided tha t the bxecutive ~ecreta ry 
of the Executive Commi ttee should be the secretary of the 
Financial ;:;ection as well as tue uener al ;)ection , and the 
Executive Committee .:>ecretaria t snould serve toe Financial 
Section as well as the l:eneral ;)ection . 

3 . Tlus proposal suomitted by the Executive Co~~ittee 
on Foreign Economic ?olic~ has a breat deal of merit . In 
vie~ of tne fundame ntal im~ortance of tue issues with which 
botu the economic ana financial committees will be dealing 
and in order that toose committees rna~ carr~ as much weignt 
with governmental autnorities as possi ole , it is sugges ted 
that both co;runi ttees be formalll- established at a Caoine t 
level . The Secreta ry of ~tate would chairman toe commi t tee 
on foreign economic matters and. the Secre tar;y of the Treasury 
would chairman the comrnHtee on foreign financ ial matters . 
both Cabinet committees would , of course, have appropriate 
technical sub- couunit lees . 
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4 . As a furt~cer measur e t o au.,-:nent the ii'estibe 
of tt.e proposed Com:n it tee , i.l is sugbes ted tr.a t it be 
establishea pursuan t to txecutive Order . 

5. It is also su uestea that botn conuni tlees have 
separa te secretariats a! tltougn close lia i.son could be 
.naintaineci between tLe tv.o . ecr ete.r i ats . :ootl• secretariats 
would exchunbe docU!l'.ent s and each coulC. nave e repre!lenta ti ve 
a t all of toe rr.eetirb:; of tLe ott.er• ' s co:nmitt.ee . 

6 . 'Ir.e Executivtl Co_.ni tt.ee on icono.cic For·eign rolicy 
t.as SU0 0 ested t hat lr.e Financial .>ec t ion cf that Co!ll:nHlee 
sr:ould rep•esent tr.e 'l r·easur~ Derartmo::n t , tr.e DefertTrmt of 
.:)tate , tl:.e ~econstruction i'ir.ance l.or~oretion , tl.e Forei6 n 
Econooic aC:nir:istretion, and tr.e t.x.;.ort- I:r.;.orl .:>ar.k. The 
Co=itlee also SUt:.bests tnat thtlrt ~r.oula be an ooserver 
fron the cureat: of the Dud get and tr.a t rep•esenta lives of 
lhe ooard of Go•1ernor s of tue rede rel ~teserve .;iJstt>m, the 
Office of Economic .) laci liz a tion , tl.e .:iur plus f'rope rty 
!:card, tl.e Se curities Exct.an,;e Conuuission, and olue r 
agencies be invited to pal't i d 1-a te wuen sub jects of 
parlicula r inte r•es t to tt.e'm a r e under consiaerati on . The 
'l'reasur~ Derartment a~;rees wi lh t r.ese sub5es t ions . 

7. Ti.Je -'ecretar; of .. tate , throuhb lJis cno.ir:nansbip 
of tl:e for e!i;n econo1:1ic CO!£.mi t.tee and nis r efresenlalion on 
the fore i&n financial co.a:titlec , v1ould be in position to 
coordicate tee activi t ies of ooth co~~ittees as well as to 
see t o it that t~e ~ecisions of cotl committee: confor~ to 
tue forei~n fOlic• of tne Lnited ~ tales as formulated by 
the ..Jlate Deferl~ent . 
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EXECU'l'IVE Or-I.IEk 

SS'!'ABLISHI!IG J. FOREIGil ECu::o~:IC A:ID 

FINANCIAL PULICY SOAkl> 

By vit•tue of the author~ty vostl)d i.n me , as Pr11r.ident 

of the Uni ted States , by thP Constit11tion and statutes of the 

United States , and :.u order to provide for the nore effective 

coordination of the functions and activities of the Gove~nment 

in relation to forei6n economic and financial problems , it 

is hereby orde:·ed as follows : 

1. There is hereby established the Forelr,n Economic 

and Financial Policy Soard (hereinafter referred to as the 

Board) , to be composed of a Connittee on Econoruc Foreihn 

Policy (hereinafter refert•ed to as the Economic Col'lllli ttee) , 

and a Co::unittee on Finencinl Forei1;n Policy (hereinafter 

r'fe rred to as the Financial Co~ittee) . It shal l be the 

function of the Board , actinc through these Conni.ttees and 

subject to the direction and control of the President : 

(a) To oevelop unified rrograns and to establish 

policies with respect to the economic and financial 

rela ti onships be +1veen this Government and foreign 

governments . 
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(b) ':.'o arran, e for tl.c llllification Cllld 

cooraination of the &ctivities of this Government 

relating to f oreign rconmnic und finnncial affairs . 

(c ) To report to the President at frequent 

intervals concerning its activities end to make such 

recommendations to him a!'l t hr 'louril r.tay deem ~nnroprinte . 

A 11 tiC tion of t~e Board shall be :n conformity v:i th the 

foreign policy c: the United States as detet'l!linec1 bt the 

Secretary of State . 

2. The Board shall dischorr c its res onsibili ties through 

the Econo1.1ic Cor.oi ttee anrl the Financinl COJllllittP.e . Each 

Committee shall be coordinate in rank and each shall have the 

full power t'l speak for the lloari! within thP.ir r espective 

spheres of activity . 

(a ) The !:conooic Com:nittef> s'1a!l consist of 

the SP.cra t ary of State , the Secretary o: the ~reasury, 

the Secretary of Agriculture , the Secretary of 

Cor.:rnerce ,· the Secretary of Labor , the Cnairman of 

the United States Tariff Cor.uni::sion , end the 

Administrator of the Foreign Economic Administration . 

The Chai rman of the Committee shall be the Secretary 

of State . 
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(b) ':'he Financit.l L·>o \1ittee shall C')nsist 

of the Secretary of State , the Secretary of the 

Treusur,v, the Aclminis tra tor of the Fol'ci gn Economi.c 

Athninis~ration, the Cttairman of the Reconstruetion 

Fin11nce Corporation, and the President of ~"he 

Exr>ort- Irr.~ort Bank . '!'re Choimfl:'l of the Corl.'"littee 

shall be the Seer·: •ary ot' the Treasury . 

'!'l':e Bureau o: the Bud[;et shall have an ocs~rV!'1' ~m Pach 

COlllr.littee . The Che.irna.n of ro.ch Comittee sha!l re'luest the 

heads of other depart::~ents and at;cncies of the Govcrnr.1cnt to 

be r epresented in the Committee ' s deliberations whenever rna tters 

specially af!'ectin& such departJntm';s or a!':encies ere under 

consideration . Each member of each Coomit ee May resignnte an 

alternatt> !'ron among ~he officials of his De:·Htnen+ or J.rency 

and such alternate r-ay act :·or such nemrers in all cattPrs 

re_la ting to thP. Board . 

3 . The respective j urisn iction of the two Conmittees 

shell re determined by the Cnairmen of the Committees acting 

join \.ly . The Cnei m~n shall consult to~:e ther fron time to time 

with a view to allocating functions runong the two Connittees and 

to coordinating their ac tivit ies . In the event that the 

Chainoen are of the opi~ion that ru1y particula r problem should 
' 

be considered by both Co~ittees , they cay decide t o hold 
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4 . The Ch11i rman of each COl:llli t t cc shall ar•po!nt a 

Secr etary to t he c~nnittee and such staff ns nay be 

nece~ sary . ~ha Sccre rery of each Cor~i t tee or his 

r epresenta tive shell re er.~itled to attend a_l ~Pctinrs 

of t he othe r Col::nitt ee and shall be res"ons i ble fo r «:eaning 

Lhe membership of his Corronittee f ully acquainted with the I'IOr k 

of t he othtl r Cor.uui ttee . 

5. It shall be the du ~y of all ngencies end oe;art~ents 

t o supply o:- obtain !'or each cor.oittee such infornntion and 

t o extend t o each coro3ittee such e~~istance and fac i l i t i es as 

the committeA may r eouire in carryinr out t he ;"~ rovio i ons of 

thi s order . No thing cont ained in this order shall r enove the 

respons i bility or authority of Pach executi ve departoent or 

agency for carrying out its o~.n funct: ons and operations but 

such functions and operations shall !le c&.rried out in nccordance 

with the over-all f or ei gn financial polici es f'orll1Ul ated by the 

Boar d thrOUGh its r espective Co~~i ttees . 

6. All prior executive orders and ins tructions insofar 

as they e re i n conf l ict her ewith ar e anended accordingly. 
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THE SECRETARY 0~ THE TREASURY 

WASHINGTON 

January 10, 1945. 

1lE1fORANDUM FOR THE PllliSIDENT 

The role which the Treasury Department has traditional~ 
occupied in the field of foreign f inancial policy is frequently 
overlooked. This fact is clearly brought out by the following 
illustrations : 

1. The Liberty Loan Act of 1917 authorized the 
Secretary of t he Treasury, with the approval of the President, 
to enter into arrangements for the extension of credit to 
foreign governments. Under this Act the Treasury Department 
made war and reconstruction loans of approximately nine and 
one -half billion dollars. 

2. When Presi dent Wilson attended the Peace Conference 
in Paris he requested Secretary of Treasury Glass to send a 
representative "in whom you have the utmo¢ confidence * * * 
to represent you in these important matters." In response 
Secretary Glass recommended ~. Norman H. Davis who was then 
representing the Treasury in Europe. Albert Strauss and 
T. ii . Lamont later joined the Treasury Commission and while 
they worked for t he President they were able to express the 
Treasury viewpoint on all financial (and apparently economic) 
matters which arose at the ~eace Conference. 

3. In February 1922 Congress authorized the eetabliah­
ment of t he World War lioreign Debt Collllll.ission consisting 
specifically of the Secretary of the Treasury, as Chairman, 
and four (later seven) other members to be appointed by the 
President with the advice and consent of the Senate. The 
Act authorized the Commission, subject to Presidential 
approval (and subsequently Congressional approval), to 
refund or convert , and to extend the time of payment of ~ 
obligation of any foreign government to the United States 

ENSE 

BUY 
:-.m:o 

., f \ l t:S 
" \\ I~G$ 

,, ~/fll" l)j 
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ariaing out of VI or ld War I . Under this l egi slation 
agreement• were entered into with thirteen different foreign 
go ve l'll.ltl8n ta. 

4. As a matter of fact our files indi cate that the 
financial r elat ions between the United States and foreign 
gove!'D.lllllnts during and after the first World War were 
conducted by the Secretary of the Treasury , with the 
President ' a approval. For this purpose the Secretary of the 
Treasury dealt directly with representatives of foreign 
governments an~ had special financial re~resentatives in 
Europe for such purposes . A.t that time lt was not even 
customary for the Secretary of t he Treasu.ry to clear such 
matter s with the State Department. 

5. Under this Administration Congress enacted the 
Gold Reserve Act of !934 and established a two billion dollar 
stabilization fund to be operated by the Secretary of the 
Treasury with the approval of the President. Pursuant to 
this legislation, the Treasury has entered into stabilization 
agreements with Russia , Brazil , China, Cuba, Ecuador , Iceland , 
Liberia, and Mexico. Under t his l egislation and with your 
approval , the Treasury also negotiated the Tripartite Monetary 
Accord between t he United States , Great Britain and Franc e. 
Subse9uently the Netherlands , Belgium and Switzerland adhered 
to thlS Accord. 

6, To carry out the proviaiona of the Silver Purchase 
Act, the Treasury negotiated agreements with Canada and 
lLexi co for this purchase of their silver production at the 
Treasury's buying price for silver. All operatione under 
t hese agreements are conducted by the Treasury through the 
Federal Reserve Bank of New York as its fiscal agent. 

7. The lf1de Park Declaration of April 20 , 1941 which 
was the basis for our war time financial relations with Canada 
grew out of exploratory discussions between the Treasury 
Department and the Canadian authoritie s. Since that date 
there han been conatant discussions between the Treasury 
and Canadian r epresentatives on the subject of Canadian 
dollar balances , When the lf1de Park Agreement na 110dified 
in 1944 the diacuuiona were conducted in the Treasury 
Departaent between the Canadian lLiniahr of Finance and the 
Secret ary of the Treasury . 
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8. You designated the Secr etary of Treasury as Chairman of the American e;r oup conducting the recent discussions with the Brit~sh over Phase II Lend Lease requirements . During these discussions the Secretary or the Treasury also served as Chairman of all joint meetings with the British. 

9. The Treasury has played a leading role in our financial relations with China. Thus in ~'ebruary or 1942 Congress authorized the Secretary of the Treasury 1 with your approval , to extend a $500 ,000 ,000 loan to Chi.na and we negotiated the loan. More recently, the Treasury has just concluded a financial agreement with the Chinese Government for the settlement of all War Department obligations up to September 30, 1944. 

10. The Treasury from the very beginning has led all discussions in this Government and with foreign fovernment s leading to the formulati on of the Bretton Woods greement s . You appointed the Secretary of the Treasury as Chairman of the United States Delegation and he was subsequently elected President of the Conference at Bretton \'loods at 'llhich 44 nat ions were represented. 

'l) 
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January 16, 1945 

REMINDER FOR THE SECRETARY -

To mention to the President Harriman's cable 

that he saw when he was in Quebec . 
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SECRET 

.. 

M7 dear Mr. Secretary: 

DEPARTMENT OF STATE 
WASHINGTON 

January~. 1~45 

( 

In compU.ance with )'Our requea t I am eend1ng )'OU 

herewith paraphrase• or two cables tram Ambassador Barri.-n 

1n regard to the Soviet request tor long-tel'lll credlt. and 

ot a cable tram Ambaaeador carter)' giving French vlewa 

concerning the poet-war treataent or Germany. 

Sincerely yours, 

For the secretary ot State: 

Bncloaurea: 

Three paraphraaea, 

'l'he Honorable 

...-= r~ 
_..--c:lll:fle a 

Bxecutiv ecretary 
Execut.1ve Statt Comm.itteea 

Henry Korgentbau, J'r., 

Secretary ot the Treaaury. 
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Jnnunry 10 , 19~5 
'> : }0'!) . ~ . 

Hl~Jr : '! t>llo , Ed. 

Secre t P ry 
Stt>ttln1us : ~ello, Henry . 

HllJ r : 

s: 

HMJr : 

S: 

>i:lJr: 

S : 

Hl·lJr: 

S: 

Hl·!Jr: 

S: 

'::·lJr: 

S: 

'1!·!Jr : 

S: 

'l!lJr: 

S: 

H!~J r: 

S: 

Yo•1 ' re E. friend . You ' r" o 'Oal . 

Yeeh . "•lhet dld I have -- '<~hr t did I -- I c-:>uldn' t 
control 1 t . 

Ha, ha , ha. Okay . 

~o . 

Ye11h . Yeah. 

Lis t en , call me your nal , r eally. 

?a ·::ateon called me !!'bout el"ven o ' clock Pnd sold, 
"!e over here at 11: 45 on orepar ations for the :rln . " 

Yes . 

And I 'llen t o ver and left t he binders . I so.ld , "11bat 
about Secr etc- ry :~or:;t-n t:Jau ? '!e a::d I v1ero to ha,·e a 
Joint a'O;>ointment today . " 

Yes . 

'fe said , "The ?resl~ent cannot do tha~ todey . " 

Yes . 

"That will bt> done later . " 

Yeah . 

Tnen he B'\ld that - - he said SO ':IE' thi ~- abou t an 
B?OOi ntment aft t>r t he Caolnet meeting~ 

Yeah . Well , he t ol d me -- I -- you know I ' ve been 
aski ng for a week to have a chance to s e<> the 
Pre si dent alone. 

Yeah. 
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!!"J r : 

" : 

'J"Jr: 

S: 

~p·Jr : 

S: 

'-!. Jr: 

e: 

( 
S: 

ur:Jr : 

S: 

'!i 'Jr: 

~ : 

Hl-!Jr : 

S : 

Ht-:Jr: 

'3 : 

'l"J r : 

S: 

- 2 -

A-C ~,.. Ef id "' C'.,U, ,~ hav~ : ~o._r-:: Af~e!' "p" 1 •t 
~ Pt:'!t~!": . 

~·•t r,;:Wt -- ''') 
'JO" h~c lr. mi1 

C1' 1 1t< ~!' --! .:'or. 't ··r. ·····:-t•t 
, bu t I 

'llell , a)_l_ I cnl, eel .- u fo,. -,_,, £ t o Cl)n" c'I!'On nnd 
tell y o·.1 tl~c t I ' d been sent for . 

All r i.::;ht . 

AnC: t :W t - - on -:1·· o : 'H•r bn!'in~ss and n'>: or our 
joint b;.~sines!t . 

: b~lieve :.rou . "!o·· , 1""' k , ::a. , th~r arP t'.<~O 
-:e:Jor c.r.C:- ·.i~~ich are , ! t'1 ! r./. , i:rr?ort:"' r. t fnr :rou 
ar.~ ::~ 2'""lc5. t l:at ' eon :hit; C':"F·s:1o- o!' Foro1-n 
:::c :l~.o~ic ?ol1c:; Borre . 

! ea:;. . 

Yeah. 

Acb.eson r.ae •.o~r1 tten n V•'r y comr>lica t ed one .. .. 

Yeeh. 

. ... •:r.ich I thi:V , rr.c t11e ~~ o nly for y:>u r 
!'l're , rc-rPEPr.t~ t~A Old E~!rlt 0~ tr.~ ~t£te 
~o~artmcnt end n:> - t~o r.PW one. 

:"M t is , o f U!'- s r ab -- h?lC' - - han;;inr:; onto ~·; Pry­
thing ~nd n:>t l!'ttlns . ... 

'!"na t' e . • .. 

' lo t the tesm-,llly . 

~eah . 

' 

If you a nd I could hsve , oh , ten minutes to~ethPr . . . . 

YeB!l . 
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Hl~Jr: 

S: 

'"·!J r : 

S: 

H}~Jr : 

S: 

H:-!J r : 

5 : 

Htl.Jr: 

S: 
( l 

s: 
'!~'Jr : 

S: 

H!~Jr : 

S: 

HHJ r : 

S: 

:;:~Jr : 

- 3 -

.... a :1d alone . 

Yeah. 

I thinl~ ~~e could settle this thing. 

Yea h . 

I t hink it ' E i mportPnt for ev .. rybody ' e sRke 
that 1 t be settled befor e ove r ybody leav"s 
town . 

·:o:" , I ' 11 -- any -- I t h lnlt :·1e our,;h t to settle 
it so : hat we cou!d s end so~eth~ng over to t he 
Pre siC:ent. 

1eah . 

And •.1ha t - - I" hi" t ti"le . ... 

The hell of 1 t is if you -- can you send so·neth1ng 
over there without it ge tting r e f • rred to the 
3ureau of t he Budget nnd then r efe rred to F. E.A. 
and t hen r ef erred to .... 

all over t~e lot. 

::Jay be 1"e ' d ..,,. t ter e ~lr. ":i':! , 1 f we car co ':I" to 
en a _:-r ePoen: co"": I ' :n s·'r~ · .. :e carl in "lOt :r.ore t!~an 
ten :ninutes ... . 

:ienry , 1"hY ::ot -- 't''-.'J no t ~·e bo th st~y af'tf' r the 
C!l.bi:'le t r:!f'e tins- t o'l'iorrow? 

ThP t ' s all r.t ·ht . 

ThP t ' s what I t :11nk -- had in mind - - th11 t I would 
hang behi nd ther e . 

:! eah . 

And that '•"e would see hi1l together a fter t h e 
Cabine t mee t ing. 

Th" t' s all righ t . I' ::: e·J:nos"d to e ee h i 'II alone 
but l e t' a .... 
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f") 
S: 

s : 
u:.~Jr : 

S: 

'i!!J r : 

S: 

t.::'Jr: 

'l • .. 
H:·!Jr : 

( o . 
V • 

'l:·:J r : 

S: 

~:Jr: 

s: 
'il~Jr: 

s: 
HMJr : 

S: 

H!~Jr : 

S: 

- 1; -

'•'el l -- b·: : 1o'1ll leave -- I m<>an, co this one 
and t~en I ' ll Just fl ip out. 

Good. ~:ow, but ~1e' 11. ~s vo to eee hl::l beforE' 
th?t -- :2d, yo'l and : 'lA ve to see each other 
befor a t ha t . 

Yeah . 

'.~h<>n do you 'llf' n t to do 1 t ? 

·~ell , I ' m jugt -- I ' vt' .:;o t about - - 11ternll y 
twenty a;r:JOintments thl e eft~rnoon . 

Al l rlsht . ThPn this sft~rnoon 1~ out. 

Tomorrow mo r ning. 

All ri gh t . 

·.<el l , !'U?ooee we ':leet each ot':er b<":!'or~ t-.e 
Cabinet ·:;,etlng. 

Uh •. .. 

I ' l l meet you :!'if t een minutes before ~~· C&b1nP t 
:.:ee ti ng ln the Cabi n~>t Room. 

··:ell , no , t"'.P t -- I ' l' t<'ll "O'J •·1h:· t'1r t W'l'l 1 t 
lo'o rk, bece,\Ee whrtPve r we c::r<"e on , we can't ~" t 
lt written . 

L'h !'luh . Ok8~" · 

See wrzt I ::1ean? 

Okay . 

I mt>an , we o u,:-h: :o do it t':e flr !' t th! ·_ ir• t'11' 
morning. 

All right, I' ll com<> to !'our o:'fl ce llt n1'1e o ' clock. 

Tha t ' !' sold . 

Sold? 

Sol d . 

•:orgenthau ' s office at 9 :00a. m. 
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H"'Jr : 

S: 

h1·!Jr : 

S: 

H!'.J r : 

s: 
!-!!lJ r : 

!'eah. 

Alone. 

Alone . 

- 5 -

1~1 th a ver·r coo-oere t1 v e sol ri t l n my soul . 

And sn'lle herP . 

All ri Ght , old boy . 

Thank you . 
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H:·!Jr : 

Hnrry 
'lh1 t e : 

Hl·!J r : 

, .. .. . 

't'l : 

'l : 

r.; Jr : 

':/ : 

~''Jr : 

:!ello . 

~.~r . ·.:hi t e . 

Hello . 

Har r y . 

Y<>s , si r. 

Ja:1uary 1 -; , 1945 
2 : !. 7 ") . '11 . 

Ther~ ' s a l ~ tt~r from you - - to '11e Jr.nu~ry 12 t h 
f r o'll Gr~w i'l ···hich he said, "E'e r t he A11ba~sndor' s 
1nror~~ t1on as wel1 ne tt•t o~ t~P :·~art~•'l t of 
State , ! :h?utc ver:; muc"l c.:nr.oc~a.-· ':l!!i, ~dviepd 
t~e sot.lrCP of :~~ TrPosur~· ::~""ar t-.~!lt 1 e l""ror·1a­
••on " ''o" t"'~t' ~~. 'Jo•- le- +- - _,. r ~ .... ,-: --;·et -1r lQ 
.. _ 1 o • ~ 1 • o • • "'"' " o\.6 l.ooo ~ _ 

ere ··~rricd . ··::v· t "P~ n~ :o!. ~: \:0 d'J n O'l t 1 t? 

··,'ell, th"'t W .. S ">"'~"~ :>'!' t~., tt' .. i .. _::£ ~r: ,,;~!Ch ' OU 

t~ou:_-:, t /"Jfl oni ·i. t t~·'•o .l') "1.· ·-t:--~ S':"'t .. ' 11 1.l~ rnd 
tol '!. hi~ thPt! h~d , ... CO ':'IY 'Jf t··~.: :ott~r •·.t .. h "":O 

· .. ·::en V;e \'.' 0 n t ~~) 1lr~ ~-~StP l"dP: · , but i t r:;r.tpn ' t 
a p?ro ':l rl.at• . '!e tho•1:·>:t you ' d -,pn.;' .. it orol,y 
rlltfl.er t han in ~~rlt lng , out ·.~e ca:1 r ··.,l .Y in 1~rit1ng 
if you lik1 . ·~• ' v • ~o t a l•tt•r dr••ted . 

··'ell , l e t ' s cleon lt uu. Let's '1"V" l'n nns·:•r 
t?'10 l'rOI~ . 

In ··:ri t ing? Al rl "l t . 

Al: r~ --·'1 t . ':J~ 'v es '- t tt r.,~ · ... nol-1 . 
e r?:.md~ 

::: ' 11 ~ .. r.d 1 t 

All rl_h t . 

Ar,cl ~o:o'.lld yo·1 '~1!''1" n ·h ne e to si.:;n t =:rt l" tt r 
1d th re£Pt'd to F'r~nc'l :.end-Le R.se . '!'h,,., v e cnll"d 
un sev, ral t imee. 

~ave ::our ,:irl brin::; 1 t i r. right now. 

Okay . All r1 -ht , sir. 
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!'er .or<! 
Earuc!"l : 

:Z~·1Jr : 

" : 

9 : 

B: 

P.~·:Jr : 

? : 

:::.<J r : 

3 : 

~l:Jr: 

B: 

'l!t.Jr : 

B: 

~ : 

3 : 

" ello , :ler.ry . 

:!ow are you ? 

Jan ery 1.: , 19115 
c:' ; L9 o . ':'1. 

'1/ell , unfortunately , we're goi-::;- to hav~> co',1net 
tomorro•.·;. 

?ba t's all r1 ..;ht , "".'J boy . 

;:ow , til c:: all ttA t 1 s GOins on to:':lcrro:·: .. ~.e :1e~,. t 
dey -- all ttese cocktail ~artles 

···'"'C. b!'tter not tr" to :11\!'!'t . 

··re:.l , : don 't think t':a t e1 tl-:er of us 1·1ould be 
very satl~fled . 

1~0 . 

And you 'ro so1nL ho~~ Saturday , I underst~nd . 

~ell , I may stey over Satureay ane Sunday Pnd lf 
I do , •.-:e 'em et to_;eth"r t"en . 

':!e1.1 , lf :·ou 'r ""'rp Sunda, z-:!'tcr,-:oon , I ' d love 
tQ ~ave i:J · c re U.> .. ~l· heve e C'l-:l :l:' tea nd 
~.e co1.:ld heve f' quiet .... 

:~ t ' ~ -- • f I 1 To :.ere S·Jr.da:', I ' 11 do :I:" t 
2 t>r.r:r . 

~111 you eo t~at? 

~eah . 

I ' ll ~eep it O?en . 

All rl :ht , my 'ooy , I ' ll let you ~{r.ow . 

And if you ' r e nround, 1··e cou:.d be quiet at tre 
house . 

Th~t wlll be :!'lne . ! ' 11 let you ?.now. 
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0 

( 

H!·lJr : 

Harry 
':!hi te : 

'l : 

t.: : 

.,, . 

·:.' : 

H!·!Jr : 

H!:Jr: 

Hl~Jr : 

'iello . 

Hello. 

YE f , slr. 

.; 2 ~uary lc.. , 191~ 5 
2::: ':) . 1\ . 

·.:re . :.~orc':r:t:,r;u :'la~ drn~n ""1Y e tte~t!.on t:'l t~c 
fact t~s t t"lere' s a ~"bot~ ton!.i;:Jt o~. or.,. o f 
t!:ese "'!'o~:n :-!all of thP Air" - - - e-:>n ' t Y:now 
"hl ch on £' -- i n which Tob,.y ane. Pe;:>-or are 
col ng to t £>ke part. 

I s that so? 

! t '.ou -h t .... 

Ger many. 

I ll 

Ant'\ ! \·londoreo if anyl·,ody has talked to Tobey -­
\,'he t f.c r he -- if it ' E: :~e\>! York , o~ c~·1rse , lt's 
t o:J lr te , b·t t if 1 t ' s '"lere , I t !:1-.t: 1 t ~:Juld ce 
o:ilstlrctly 1;orth~th1le to " 1ve Tobey t l:e ki r.d o :: 
talk thP 1. I gc.ve Peooer. 

Yes. 

? robobly i n :~ew Yorl< . ·.~t>ll , I ' ll f!n d out r1 ,:h t 
a way if you ' d like . 

Anr1 "e t~te en yo•J. _end L~lxford t t:l ke care of t t . 

All ri"ht. You don ' t kn11:.· 'llhe ~l:er he 1 s -- wel l , 
I ' ll rind out --- if P

1 S deba t!ng a:e1n~ t 
?ep .:ler, it'F kind of unfortunate, "ou t we can 
::~>. rro :.· the : r ound of difference if t hat' a so . 

~ell , on account of the oeopl e opposite him I 
t hink he ' s with ?eooer , bu t .. .. 
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... . . . 

( l 
'·'· . . 

'II : 

H!~Jr : 

\~ : 

.:!.!Jr: 

,, .. .. . 

~ 

- c: -

o:~ . ! see . 

I t!'!!n% so . 

I see. ':/o•J' d 1 t .., .. W-:>rt·'lwh~le to have 
he 's i n ::e•:t Yor k -- t-:> "t•we : •xford go 
soend a cour.>l e of h?•Jrs with h1l'1 n~ead 
I t would be l~orth•llhl , t> , I t hink . 

I t ' s too le te . 

"o·; thln:: so? 

Yes. 

A!' r!rht, I ' ll see \l<;:Jt can '::e do~e . 

I':n Goin,: t o !'or:;et aco·.at !.t . 

Al ' ri:l:t, elr . 

if 
U':) Pnd 
of time? 

l 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TO! Secretary Morgenthau 

R. w. Coyne 

r -. 
•• 

VIe have gone ahead with your suggesti~n o -

the V-mail gift certificate, and I will ha e art 

sketches on it tomorrow. VIe already have a 

order for a quarter mi lli on of the certificate. 

I t should be a very popular item. 

- I . , ·~ ) - ( • •- ,. • -l~ t_ •,.. . ' N ~ " > " ( 

.. . . (. 
t 
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'rO'l'.lL EFFORT FOR TOl'.lL W.lR 

We iaericans are an easy-going people most of the 
ti~e. But when arouaed--! 

The trouble ia, it takea ua a long time to get our 
dander up. · We think that everybod7 likea freedom, home, 
worahip and the other good thinga of life. It ia hard 
!or us to believe that anyone could deatroy the institu­
tions we cherish. 

Pearl Harbor was an e7e-opener. !fter that black 
day we pitched in to defend our country against unprovoked 
aaaault. It took ua a long time to reach the point where 
we could carry t he war to the Japs. We are doing that 
now, but there is still a long wa7 to go. 

Gaining a foothold inside Fortress Europe was the 
hardest task yet. We did that, at tremendous cost, on 
D-Day last June. 

low we know that we are engaged in total war, on 
fronts all over the world, on land, sea, and in the air. 

The only way a total war can be won is by total 
effort. !nd ware are not won on battlefields alone. The 
home front is an integral part of the fi ghting front. 

We have to forego temporarily our freedom to do many 
things, to travel, indulge in lururies, even to purchase 
certain clothing and food. These thinga we do to bring 
total effort to bear where it counts moat--against our 
enemlea. 

There le another w&T to help--the financial wa,. 
Since Pearl Harbor da7 aore than 85 million !aericana have 
bought more than $30 billion of War Savings Bonde, but 
that ia not enough. It ia not enough to lend to our 
Governaent what we can convenientlY apare fro• ever.rda7 
living. We atlll enjo7 eaae and plenty here at home. lo 
boaba have dropped on our factories or !araa; no para­
trooper• have beaieged our cities. Our great reaourcea 
auat be put to full uae. The aborter the war the leaa 

,. 
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coatl7 it will be in liTea and mone7. 

Let eTer7one reexamine hia conscience on hia own 
total effort. Perhaps you are putting 1~ or 15% of 
7our i ncome into War Bonde. !ak fOuraelf--couldn't you 
put in more? What is 1~, or &nT percent, when our 
lives and fortunes a.re at atake? Those ragged Continentale 
freez i ng and starTing at Valle7 Forge, the doughboya inch­
ing forward in the Argonne, did the7 stop to consider how 
much support to giTe !Merica? 

For total war there can be nothing leas than total 
effort. Buy War Bonds to the total limit of your ability. 
i nd hol d t hem. We fi ght not to enslave but to aet men 
free, t o make room upon the earth for honeat men to liTe 
in. 
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~!El·:ORA ;!Dtr.·i FOR THZ SECF.ETARY 

Fror.l : l~r . Blough 

(For ;rour i nfor ... a tion; no a ction r equired) 

The Joint Com~i ttee on Internal Revenue Taxntion 
met this morning from 10 t o 11:45 a . m. and heard the 
report on estimat ed Federal expendi tures during the 
transition period, prepared by the co~bined s taff s . 

The next meetin g 1s scheduled fer 10 a .m. next 
Tuesday , January 23, a t which time the r eport en revenue 
estimates will be pr esented , You have seen both the 
expenditt~es report and the revenue report . 

Mr. Lindow pr esented the expenditur es r eoort this 
morning i n a very eff ective manner . The r eaction of the 
Committee was cordial . They asked i f we had expenditure 
figur~~ for a postwa r year aft er transition i s completed , 
I explained that we would l i ke t o have instructions f r om 
t he Committee on the assuoptions t o be used for such 
i mportant poatwor policies as : size of the Army a nd 
tfavy, forei gn trade a nd loan oroer er.: , e.gricul tura l a id, 
unempl oyment aid , etc, The Committee seemed reluctant 
to make policy llBSU:U,.lti :ms e.nd suggested that ·;~e pr oject 
fi gur es int o the post~ar ?eriod on the basi s or t he 
assumpti~ns used in today 1 s report . ~e shall endeavor 
to do this. 

The questi on of the slowneos of individual i ncome 
t a x refunds was brought up . The present s tatus of the 
r ef unds ~za s explai:led by l·lr , Atkeson , of t he Eur eau of 
I nt er nal ~evenue, who said it was hoped tr~t the r emain­
ing r e f unds for 1943 wou.ld be made before !·larch 15 . He 
d id not suggest t hat any change i n refunding me t hods was 
contempl a ted or be1ng f ollowed , 

The general spirit seemed t o be excellent. Pre sent 
were Repre sentll.t ives Doughten (Chairman of t he Joint Corn­
mi t tee) , Cooper, Dingell, Reed, and i-ioodruff, and 
Sena t or s George , Barkle"' • Ve.ndenber g , and Te.ft, 1n addi­
tion to me~bers of the Tr easury s t ar r and the J oint Co~­
:nittee starr . 
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ME:·!ORA~lDtr.: FOR THE SECRET .. RY 

From : J.!r , Blough 

(For your i nformati on; no act i on required) 

The i nterdepertment al ta~ co~~i ttee met Thursdey , 
Janu~y 1g, from 2 t o 4 p. m. Present f or outside 
e.ge r.ci es were Hessrs . Gerhard Colm of t he Budget Bur eau, 
Edward Pr ichard of Judea V!.nson 1 s office , Richar d Musgr ave 
of t he Federal Reserve Board , and \!el ter Se.lant of the 
0 . P , A, 

I f irst r a ised the question whether, as part of the 
"t ougher• attitude t aken by the Goverr.neo nt i n recen t 
weeks , any further increases i n ~te.rtime t axes should be 
r ecommended . The answer t·te.s uno:> nimousl y i n tl:e negati Vfl , 

~le discussed !~hether t he ooran:i ttee should consi der 
problems of social securi ty financing and decided to do 
eo and to i nvi te the Social Securi ty Boar d to pe.r tici­
oate . The consider ati on Will be on an i nfor mal technical 
l evel . 

A me~orandum ~n transition t ax adJustments which 
ar e being cone1dered w1 t h !·!r . Sta:n ' s staff 1s to be 
discussed at the ne xt mee t ing , to be !:eld :1ednesde.y , 
January 24 . 

!·ll". Prichar d e.x:;>ressed e;reat concern about the 
pr oblem of hol ding t he wa0e ~nd price li ne during the 
next few mont hs . He saye ln~or leaders apparently fear 
that unless t hey get wage increases now t hey wil l not 
be able to get them when overtillle i5 r educed, despite 
t he policy of t he Governme nt . Both he and Mr. Salant 
exoreeeed the view t hat the next six months ~1ould be 
the most d i ffi cul t of the war thus far on t he stabili~o.­
tion front . 
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TO 

TREASURY DEPARTMENT 

INTE" O I"I"I CI!: COMMUNICATION 

Secretary Korgenthau 

J. 'II. Peh l e 

o••• 
January 18, 1945 

Thi s is with reference to the attached news item from 

today's Times Hera.ld on the veterans problem on war surp luses . 

Section 16 of the Surplus Property Act read s as f ollows: 

"The Board shall prescribe regulations to effectuate 
the objectives of this Act to aid veter ans to estab-
lish and maintain their own small business, professional , 
or agricultural enterprises, by affording vete rans snit­
abl e pr eferences t o the extent feasible and consistent 
with the policies of this Act in the acquisition of t he 
types of surplus property usefu 1 in such enterprises . " 

( Treasury Procurement iR but one of the disposal agencies 

which will carry out the policies to be formulated by the Surplus 

Property Board . The Board hns just begun its existence and 

0 

the third member , Senator Gillette , has not as yet been confirmed . 

It must be recognized that the question of veterans prefer­

ence is one of the most difficult ones confronting the Board. 

Unde r all the circumstances , questions on veterans preference 

should be r efer red to the Surplus Proper ty Board . 
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Vets Barred 
From Buying 
War Surplus 

llr DICit I.ZJil 
NEW YO!Ut. JaA. 11 IN. T. 

N...,.J~L&&L 8tptomber Coo~ 
with a ..... ~ llow1ah - the 
I<>Cillecl llllrplua 1'roPertJ Act, 
whlcb pr<>Yi<led opeclllcallt that 
ln the sale ot war au.rplu.s the re­
turn.lbc vet.uan lhou)d aet the 
first ca.U-putlcularly on t.rucU 
that would nt. hlm up lD fa.rmlna 
or oman bu.sln .... 

Since that limo mlllk>M of d~ 
'-rs of surplua 'f'lhk:ltt ban bttA 
JOld-noar>r n.. miJIJoo clollan' 
wwtll diii1DC w~ Nonmber ak>ne. 
Not aae bu loot \0 a Yetua.n. 
ll1 fact. he Ia opeclflealJ7 -
~ lhla da7 1>7 the nlltna that 
onl7 eatabllahecl dea\ero with reo 
pair eczu.lpment t:ID bu7 tJum. 

And the rtuon -etvea. by the 
Procurement DJvlalon of. the 
Trt-a.surJ' Depertrrient-the auto 
aales d.eputment of the aurplus 
sttup.-1J that tht newlJ crnttd 
surplus Prootrty board hu nevtr 
found tl.me to put the veter&M' 
end of· the SUrplu.s ProPtrtf Act 
t.nto force and tffect. 

tl'pon the leUuhead of U.o 
baanl dac. ot .ran...,. 11, l iM$. 
tho ourphoa lof.......U.O OMIIW>.• 
at Wu~l~Jl&t.oa. 1t. P. WUlllltd. 
Informed a -.ld·bo bunr. J . A. 
Prink, of - Hampton, COM. 
that a.ut.c~a:~olb)tl were 10181 to 
re<oen1aec1 dealera oo11. l'rlnt. a , 
returned vetera.n. prott-ated loudly, 

V. J. Rader. dlnetor of thO' 
New Yort rtr lonaJ otnce of tho 
Treuury De"runent'a PJ)IcVre-· 1 rnent Dtvlalon which hanc:Ues au­
tomothe .-Je1. eaplatned toda1 
that th1a ban oo w .. &o •et.J'&.OI 
..... duo~ U.o w~ 
board'a t&Uwe fo pu~ Utt law 
In~ dfec:l b1 """"111&&11:11 
n<ed<d ....,._ 

~ 

l " 

~; .. 
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l our l.'l:fj.:lQ'f&lldl"' or J&OU&l'7 ll r.aquea t.a · ·1 t. OolCb U 
on t :.o .,ropoaal duori bad ln Concru~o~.t.n tfaunr' a 
ltttor of Januar7 t: to 70u, ~o proYicle Ua oprorl t~ll ltt 
t or ~auhcra ot tt~ Ca b1ut &Ad olhar lop / d::UniatnUon 
offlolala, upon l - 1 inYitat.lon ot Coucreaalonal lt&l • l • ­
tlve 00~4it\c•a, ~0 1 pp11J' ~11 ~~ r lOOP or t~e UOUII for 
t nt> rurFOat ot :aklD): Mlporh a cd u .. erltlf quuUou.. 

~O!lf;t'Ct&»n r.e!aunr' 1 pro~oaal, whl at. l a t !a aub-

lllt ~r !lla !:. i.u. Sl now baf"r' t !:• ::ouae mlu Coa.a.l t ­
oe, would utablb l; a !.aport anc! ..1uutbn .' trb c! , t o 

be halo at leaat ouoe aYarr two ••er e, but ~ot ~ra lbao 
onoe a Wf6k1 t.o laet not • r • Lban t r.:: houn . '.:>ur l nt: 
\ be tlrat. hiiU:' or lha t arort. aad ~u.eUon Per iod , the 
~a~llbar or oe~ll l'l ot t ba l xaoutl" brano~ wt.o ha4 o .. n 
lnvlt.cd t o ~~-ear ~ould an.wer t he 11rltten qucalloAa 
prnloual y ~~~ttd b7 tba ajilalat.ln OOll>.,Ht .. 0 1' 
oo.:uil.teu • - lOb i n uacl t.ba 1nv1t&t1on t o atlen<i . toiU'­
lllj; u.a laat half or tl11 liaport alld !uutlon i arlod, 
!•~~ora o! t~ ~OUAI would be r-• rol t te4 t.o aak quaat1ona 

oral l7t t~ t lme to ~~ d1Y14cd equa~ly ~el•••n l be =aj Jr-
1 t7 and l h 11 ::J.110r lt7 and te llo w~tl' l .• o r: orotr :~l ot t he 
Ch&.il'l!!!.n sn~ ruk1A:: :::.lnorl t.r ::.e her of t.!;e l•;lab l he 
llo:-.-:.1tt.ce ~1oh lu~a t.~.~ 1nYllat1on. : be oral quu­
Uona would ~ req1:1na t o ~~~ ,,tr::atto to t bt pre\'loua 
dlaouee1on on the wrlttan queatlona. 

I bdlen tll&\. t Al alated obJcollve o! t li• i.efauver 
propoaal . o •uoourage cloacr coopera tion •n~ undaraland­
la... .at.wun \.<.• l.aaautln 'branot. and tbl o..o~~tren b)' 
prov141nr t he opr.er\.unlt;t tor tor.al C.oa- t.) .. !lot Ua­
euea10Jl oC ut1onal 11•~•• 1a hl illll ; o~t%11tlltablo . I 
u aln conT1aeed that l. la frapoul hAc ~Uh al114art11 
a?naa1Yad a~a oare!ul l ; 6aa cae4 to achl••• that obJ••­
Un. l.:oraonr, •• \.~ Conttrunau baa n plelud ln 
d..luuatlll(; h11 r ropoeal oa t ht Floor o! t ba .:oue, 1 t 
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would not onl 7 make it poeelblt tor t he Exeout1•e branch 
to g1Tt Co~reee better ~nd NOre current lntormatlon, 
&JI4 enable lltabtn of Congnu to hne a 110re l )'llpethttlo 
llllieratandlJ~e of t he probl tu aDd Uttloultitl ot the 
Execut1Te bran.b, but it would aa•• t he tl~ ot both tof 
ldmlnlatntlon o!t1c1ala and Yeauere ot : ongrtea b7 ••o d• 
1Jic t he neoeultr tor III&JI.1• awl trequtnUr clupl1oal1ng , 
apptaranoea before varloua oo~tteee ot Congnaa • 

.la rou lmow, ot courat, I ~• 1n a r~ther unique 
poalt lon with reapeot t o t he Y.e!au•er propoaal , aince 
under t he l aw paued in 1789 b7 t he i"iret Concrt~a, 
creatlnt t he 'i: reaaurr Dt~tiDtnt, t he .. ecretar;y or the 
1rnlur7 b required to make rer.rt and ch• lntoraa­
t lon to either branoh ot t he lr g alature, ln f' raou or 
ln wrltlnn, aa mar be required, reapeotinL al maltera 
referred LO him b;y the Seaalt or Rouae o! Repreeenta­
t1Tte or which aball appertain lo hla ottlce. • In 
~lonaber of l Ot S, Congnaaan fletaunr aakecl rq Ti ... 
on hla t hen r.ndln& naolullon, and I replied that ln 
~ opinion i e obJeet1Tt waa h1ghl7 deelrabl e aud that 
t he experlm.nt woul d be wall worth trt!Dt• 1 oop1 of 
m, letter or veotaber l, 1943 to Congreaaman Ketau•er 
1a attaohed. 

DJS ar,&a 
l/17/4!> 

\SI;oecll H. Mollloothall, Jr. 
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December 1, 1948. 

Dear Yr. Kefauver: 

I am replying to your letter of November 26 &eking 
my opinion on your reeolution which would provide t or 
reeular appearance• ot member• of t he Cabinet before 
the nouee ln ••••ion t o anawer written and oral queetiona 
whi ch ~ember• mi ght desire to aak. 

I hive been much lnteru ted l n your sua;eatior. alnce 
I tlret read about i t . •,Vhat you han eues;eated 11 in 
eeaence, aa I underetand it, a proposal to improve con­
tach and underetanding between the l1ou11t of .\epreaenta­
tivee and t he heada ot t he ~ xecutive nepartoenta . I 
t hi nk that a hi&hl7 deeirable objective. 

I would myeelf be happy to accept t he invitation of 
t he Houae t o appear on euob occaeions, assuming, ae I 
have no doubt would be t he caae, that t he r ulea of t he 
Hou11 would per llll t t he repruentativea of t he Adminia­
trat i on t he aame freedom ln dlacusalon as la accorded to 
umber•. 

One can not of couree predict precieely t he develop­
ment of euch an innov.tlon, but it eeeme t o me that an 
experiment of thie klnd ie well worth tr.ying, I think it 
might aerve to promote other contacta between membere of 
the llouae and tbe admlnbtratin departe~enh whi ch would 
be mutually helpful end tend to i mprove our governmental 
proceuu. 

You have cy permlealon to preeent t hia letter to t he 
Rulee Committee and I ahould be happy alec to apfear before 
that Comclttee when it diacuesea the resolut ion ! clrcum­
atancea permit and lf t he Committee should dealre my 
appearance, 

Sincerely, 

(Sl&necl) B. I.!ORCic!iT:!J.U, JR. 

Secretary of t he Treaaury. 

The Honorable Eatea ~efauver 

Houae oi Repreeentatlvea 
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January 18 , 1945 

lffi!CRANDUM FOR THE FIIA S -
Re : Bretton Woods Conference with Delegates 

YJ' . FitzGerald spoke to me and stated that he had been 

unabl e t o get in touch ~tith Sanator Wagner as be was out of 

town and would be out of toltn all of next week and inquired 

as to 1'lhether we snould proceed i n his absence. After 

consulting Messrs. \Vhite and O' Connell , I spoke to Senator 

(_ Wagner's secretary, Dave Delman, and explained t he situation 

to llim. He said t hat Senator Wagner was in the south and 

would not return before t he end of next week and that under 

the circumstances, he f elt certain that Senator Wagner l'tould 

\'tant us to proceed in his absence . He said that he would 

advise t he Senator by letter of what we ~tere doing and I told 
. 

him that I would speak to him after the luncheon next week 

and outline t he developments . 

I advised Mr. FitzGerald of the above and he is 

proceeding to arrange the l uncheon. 

Original to .Secretary Uorgenthau 
Cc: Mr. Wh~te 

Kr . O'Connell 
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COPIES TO BUDGET AND STA~E 1124/45 

{ }ginal and one copy rAturned to Hr . 
Latta at White House by Charles Bell . 

Regraded Unclassified



( 

THE SlCitETA~ OP' STATE 

WASHI NGTON 

January 18, 1945 

ME.:.!OPJ:!IDU'-1 FOR THE PRJ::SIDENT 

Subject: Proposed Leeis l ative Program 

There i s urgent need for a com, rehensive and 
uni:ied ' rogram for legislation in the fore ign af f airs 
f i eld. There is also urgent need for a small cabinet 
committee t o sift proposal s and methods and t o make 
r P.commeneations t o you. 

The central factor on the Hill r-ill be the s truggle 
over the or erogctives of the Senate - - o;;hether in any 
eiven c~se action should be by treaty, legislat ion, or 
executive agreement. Uncoordinat e : and un~lanned action 
mz.y ~ro(1uce a major controversy 1:hich v:ill defe~t many 
measures. 

The follo•:.ing m11tters mC',y come uo at t his Session: 

Dumb; rtJn Oc~s ~ro os~ls , ~fter a UnitA1 N~tions 
Conference. 

Sr ettJn ·.oot'.s lr?:_Jos::ls. 

r.xt :n~; i.m of, :-nti further fun ·1 ::: fo r , t:.c Ex .ort­
I l:l ·.0rt Enn:... 

r e ,e:'l of t hP Joims·m : ct r.ntl si~:.E• r •rovid ms 
a:f' eel in:• the ::::X )Orl - l J! •':lt'l B· n',: . 

: n :lo-! :•.eric· n .'elr J l elL , , r -:e .. ent. 

Ct. L 'il r"'nce :':en flY. 

• 
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Food aDd Agricul.t'GN OrpnisatiOD. 

United lations organization on education. 

Civil Aviation Agreements. 

Privileges and iamunities f or i nternational 
organizations. 

VIe need a cabinet gener al staff to r ecommend 
priority, timing, and a unified theory of constitutional 
powers. 

We recommend t hat: 

1. The Secretaries of State and Treasury and t he 
Director of the Budget be authorized t o constitute such 
a committee with author ity as t he need arises to consult 
with the heads of other interested agencies. 

( 2. Introduction of St . Lawrence Seaway legislation 
be postponed until the question of the form of the 
legislation can be worked out , and the l egi slation be 
not brought up until the v.•hole pr ogram has been f urther 
developed. 

0 

) . Since t he Uni ted Nations Conference on the 
Dumbarton Oaks ' roposals cannot meet before Spr ing and 
com~lete a document for rntificetion until l ate April 
or Mey, l egislation on some of the l i s ted matters should 
be sought befor e then. 

4. At the earliest oossible dat e there should be 
initiated the action necesaary t o adopt the Bretton \'.oods 
,>rO•)os;;ls . A draf t mecsage t o Congress on Bret t :>n V.oods 
should be !>r om_1tly submit tee~ by the commit t ee t o you. 

5. The pro•>01'ed committee should give imrnedi~te 
conzi t'eration t o the t ill:e 'lnd met hod of initiat ine action 

on the 
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on t he !' :>or an 1 f.rricu!. t.ur~ Or.:;;niz:itinn, the :::x ort.­
I :n :>rt. 3onl: :'<n ; other m<> t.t.<:! rs. 

6. 'Jhe . on:l-:; n ncl~ t.innr Com:r. i ttt?e should be 
... v h :cl officl'llly t h:! t the Dumb::rton Je.ks :>r o osr ls 
:·. i tl be ~· ub:ailted t.o the ~cn"tc ar- ~ tre:tty. 

7. The conu,Jitt-3e ohoul'i proceed on the bnsis of 
l:l::; ::en<>r:ll outline :-ond :n::::u concre t -= recom; .en ~" ticns 
t...' y JU .,n ~ c :-.:;e -b:,r-c~se bnsis. 

1:· ::ou a;))r OVe the r ) '0S"lS m:>cle in this me:nor 1nclum, 
t!lPr P. i!- ?tt'!c:v::d a c·r :!ft of :l letter you mi;:,ht send to 
l :1<! ol ht r de· art.wents ami aeencics concerned . 

Enclosure : 
Dr:~ft of letter 
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. c il:. '· t '..·no ., nd 

i;. tr :> C ·1 "lf V 

. ' ~cc·: l ,.., .. •J, t) .. .! ! '• ·:·ur·y, 

J ); t.:"'• .• E·J - t , ~· ~·.) !!' V" 

\. . :., _. i:·4 ·,' ... c J!.::' l .t lth 

"l!". t .. c ,_ ilt'f? b i tr. J•:: . 

Ver :t d ncer.:ly yours , 
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JAN 1 8 1945 

~-. ,.,----
!~~ere U ~Md a 00W et _.. n I h U• 

-u. reei)li'Mal a.14 tor o• &ned r-. -ni* 
WU ... 'r liMa •• I E \e U.. -.r-1- c-U\Mo h 
_._._.. U...' U.. r1 · ·u.oa 1-' troa a w 
et bMr .. ,art w _,_ .... - uu. _,ter IIDil • 
1004 ..., d1nur iMI d~ \be .nt.U~~, t.he ,..,. -\&. 

\lfte .t taw r •·•-· ~ v.. Cle•w ' ot IacU.a. 

!be OMai\\M IIU -pW We n II snd•U. 
U Njiii'UiftUac t.he .... , RRlutia ot \be prolllM 'lt!J.* 
eu lie aehiftM a\ Ude "-• 

!!laurel¥ JOG"'• 

(Sign.,oJ H. Morgonthau, Jr • 

...... \&17 ot U.. ~ ni I• 

' r Ill• .. "-"' Pa\'-1 ua, --··=•Mr7 ., ... , ................... 
··~ ..... 
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lonaber 2S 1 1944. 

In &etordallce with 7011r req~~eet. at. the -bined 

-uog nth the Brit.Uh cro'IP oD l,ud.l.MN •t.t.era ot 
lonaber 221 1944, thare took plac. ill a:r o!Uce the 
eaaa &tt.enlooD a -t.illi t.o r .. o1n the probl.ea ot 
reoiprooal le""-leue aid t.o our &l'IMd toroaa ·troa the 

Brit.iab l'lc!e"''ona. !bare ware preHilt. at t.lla -t.illc, 
&aMI othera1 Lord htM• aDd llr. BraDd NJireMDtillc the 
lhd.tecl Ii.a&~ Sellat.or lM.De ud ._are. loore aDd Dlmk 

repr&Hilt.illc Auat.rali&, llr. B.eid ot ... Jeelend. llr. 

S:r- repraHDt.illc the Gonrs.eDt ot India, I.t.. a-. 
St.,.r aDd repraHilt.&tina ot the State aDd !'reu1117 

De~ aDd the Fora~ loonxdo ~t.iaa. 

Sellat.or le&De aDd t.lle ot.har .luat.rali&D repreHilta.­
tiYea praHiltecl force~ their poeitioD ae al.read.T Ht 

forth ill their -r&Dda ot loY•ber 20 which baa bMza 

oircnal&tecl ill a'_,.rapb f ora. llr. B.eid ot I• Z.ele"" 

upra&Hd h1•Hlt U CODCurrillc ~ nth t.lle poaitioll 
t.alt.., by hia Auat.rali&a oolleepea ud illdioat.illc that 
wit.hiA the liait.a ot the a~q~Jll7 poaeihil.itiea ot I• 
Z.e' e"" hie GoY-Dt wo.U ~ aeb anileble 
-t.eriala t.o 0111' ar.ed force• .. ill t.lle peat nth 110 

Hriou probl.• ot &eocraJibioal daet.iD&tiOD. 11r. s,_ 
ree4 iut.notiou troa t.ha GoYariiMDt. ot Illdi& illdioatillc 
ita iat.alltioll t.o -tillue reciprocal 1 1 

, .... aid t.o 

t.be ut.oat0 liaitecl oal;r by the nr;r Pl'MeJ..Dc RPiUT aDd 

trauport. probl• which ..., • .:Qet.a ill Xwtte, 

G-u sv-er a:pre&Hd hiaa.U u Yer;r pl.eaHd nth 

t.be actual perfora&DOe 1lllder l'Miprooal l,ud.l.MN1 

Npao.ia].4 ill the e&H ot .lutralia t.o 'lb.ich the -t.illc 
wu praar1l;r donotecl1 but. .t.atecl that. u t.lla - ot 

COP I 
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operatiou IIOY .. out or t.he South IUid Sou1ibw .. t Paoi.fio 
&1'MII t.he U., wu d .. iroua ot obt41 nhiC u•-• that 
tha n"hl"N hnchleue a1.d would conU... !be U., 
1iberel'ore conttn t io preN tor a - ~erat•""lnc oa 
t.ha point 1a wrl\i.a&· 

SubNcl-t ciiacuat>i.ona broueht out that the Aunrali.aa 
poaitioa u iDdicuted 1a t.he doc-nt reterr.cl io abo'ft 
would 1a tact. eol'ft a\ l.eu\ 99 per cent U not 1.00 per 
cell\ of t.he problea aDd at q r.qwat the repreNR\&UYea 
of Auaw&li.a, ••• Z.al&Dd, aDd t.he Gonru.en\ of India 
acne io .turnillh aicned ...,rud& reiterating their poai­
ti.ou (copiea of t.heH __,rand& an attached.)., In Yin 
of t.heH eatirel;( aatiafaciory uauruoea hoa AuW&li.a, 
... le•lewt, and the Gowe~nt ot India I illdicated tbet. 
I would rea: end io 70'IIIr c-iU.. t.heir accep'--1 u4 
the eH•'n• tioa u a conditioa to lend-l.eue a1.d or pera.­
crapb 1D or the Joint Report .. u.:r Groand I~ ud t.he 
perallal pe.rqraph ll ot the loi.at Report on Air I~. 

Si.acerel;f 7011H, 

1•1 DUll •C!!Kn 

DNA Acll­
.t.aaatant 8Mra\ar7 

JIMGI'ud& hoa repre-\at.iYea 
or Allll\rali.a, ... ~e&lew!, ..... 

~'or IM'•· 

C 0 PI 
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ImlU SliPPLI MIS8I(II 

635 F 8\reet1 I. I. 
••sa •MGfOI, D.c. 

Ia acoorduoe wiib ibe rectue•t which )'0\1 ll8da c1ur1.ac 
~ cliK'u881oa 1A JOIII' ~ oa 22Dd llonaller, I write ~ 
oontift ibat iba aonr-t ot Iad1a will 0011U.. ~ 
tun1llla Beoiproaal .Ud cluriJW Stece II oa iba - buU 
u hiibario. It will be app.'1'd•tad, bowanr, ibat iba 
aotual. atent or 811Gb &14 ~de9&114 oa a -bar ot 
racton a.l1141Jac ibe eftila t y ot nppllu aDd iba 
•treacib or iba aill~ r • located 1A or liiiNr Illdi&. 

I llbollld &Uo l,j.Q ~ "'IP"n1M t.be n. .. ot ibe 
Genet snt of IJid1a ibat Iadia' • rwJ. r .. ouroe• (labour, 
rood, tran.porteUoD, ooal, raw Mter1al.a, eto.) are 
alread;r on~nc-ced aDd ibat 1A ooueq- dalinrtN 
acatut ui•Unc ~ procr-a are alread;r bahbd . 

'lbe q~&&~~t• or Beo.ipruel .Ud which can be ... 
aftilan& ll.r...rtar _, -•Nr1l.r be ooa41~ lit' 
~ ractor•, l...nhel.e••• u •taW abon, wiibia ib8 
Ua1w or Iati&'• rHO- ibe Go~t or IJid1a will­
u- ~ tlarD1N t.be rect..ur-w or ibe llaitad &tete. -.dar 
lleo1FOO&l .Ud oa ibe bub alre&cl:r 1n f oro• aDd nbJeot ~ 
ap1ler oondit101l8 u ~ aftilabi.llt7 of npJilT aDd tran.pon. 

IoUN~, 

llr'. Deaa ..... F1 ' 
De~ or state, 

·~· D.c. 

COli 
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I ASIU.IIG'fOI 81 D. C • 
24th October, 1944. 

Co..t'u.iu& the diacu .. 1ou on ieeiprocal Aid 1A 

Stqe n 1A ;your ott ia. thia WHit, I eDClo.. a DOte 

"t\iac ou~ lew Z.•l•nd1a at~itude on thia aubject. 

COli 
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IOl§fAR 

•xch•'ll• or let.tera or 15t.h Deoaat.r, 1943, t.be ao ... ~t. 

or ... le•lnd lmdert.ook to proYide nppllea to t.be .Anucl 

r-• or t.be llldt.ed Stat. .. in t.be Sout.b Paoitio arM 

b)' •II¥ or Beoiprooal. Aid. Prona14a .. ude 1A t.beN 

~ta tor apecial oolldit.iou t.o ap~ t.o APpll .. ude 

aftil.able tor areu out.aia t.be SoutO Paoitic, bllt. DO auch 

oood.it.iou haft in raot. bMn iapoNd, and t.bo1lch in t.be put. 

... Jeel end nppliaa haft &•Der&l.l.T heeD -riDecl t.o t.be 

SoutO Pacitic arM1 in aot.ual practice aubat.&Dtial qU&Dt.i t.iea 

or toodat.ufta a.od oteer nppllea han bMn pro'l'idecl tor 

ot.ber areu. So lc'!l u law le• l •nd OODt.iJW .. t.o ba t.be 

nqaia1t.14aa tor APpliN tor lhait.ed Stat.aa torcea in u:, 

~ or tee Pac1t1o or ia adJaout. arM& iJnoolftd in t.be war 

t.o -t. auob nqlliait.iou 1a ap&Dd•t. 'IIIOD it.a capao1t7 t.o 

do ~t~~ . ud 1D particular~ (a) i t.a obl..1cat.14DII and 
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CO PJ IQ!I Cll •wzrsu tAt sgszrp;n erp 

1.. Ybe v.a. Aut.boriU.e laaft nquertecl t.bat Autralla llboaU 

~ to nppl;r coocl.e ud Hni- u reoiprooa.l a.id wit.aovt. 

ceocrapllloa.l llaltauaa. 

2. !be pre-t })Nitioa U tb&t tbe Jeoiproc&l. Aid A&:z'IIHIH\ 

!lf )rei lepw.ber, 1942 beW.U t.ba Auet.nJ.iaao &Dd llaitecl 8t&t&e 

GoYWI mte prortdee t.bat Auetr&l.ie will t\.lndab u •1•t&Doe, 

oa reciproo&l. a.id tenu, to t.ba 11.1. tor..• ill Auetralla or 

ita terr1tor1... lotwitbet&ll41Ac tbe t&nu ~ thie A&:rn·nt, t.ba 

.lu\raliu Qo"rDMAt laaft IIQ\1 ill praoUoe, coDfined tbeir 

r• t p>Vcal a.id witbill tb1e ceocrapb.1c&l. l.1ait.1 tb.,- laaft rr­
tae to u.. l'llr!deb..t oaoaaiderable reoi proc&l a.1d to v.a. 
foroe• outeide Au\raliu t&rrito17, p&rt.icularq to tboN ia 

tbe Soutb Paoitio and lat.t.erq ill Boll nell a • . 

.). Auetralla 1R prortdillc, u reciprocal a.id to t.be U.S. 

!-•• &00<1• &lid Hni- to t.he Y&l.ue or about. 2Qf !lf 

ller curreot. ar e.:penAl t.uN, witb b.M"f7 ccueq11eAU&l. euriti­

to t.ba pop!.l&Uoa. !beN~. addUJo=l to t.aoM illpoNcl 

liT AMtr&l.ia'• owa nr etron, haft liMD •poota»ouel7 u4 

.,ntncl;r accepted, and the •·•· !lle&tre C nder ia t.be 

arM hu apN8Nd b1ewU U 'be1a& wll Mt.iet1M witb tbe 

t.be tar. ot their a:Ut.1aC recipro O"l a.1d lDlertaJd.ace to the 

U.S. Qom t ebcnald be~ 1a .uU a --r u to iarpoM 

1111 l1ait&Uoa -apoa t.ba -t or -.poa tbe area et .uU a.id. 

fM7 are, bowftr, prepared, wit.hia the tanu !lf their 

reei.JU rd aid ~. to -u- to -wl,T to the w.a. 
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foroaa u reci.o~roC&l hid, rlthiA loca.ll7 &ccept.d pro~•• 

the catecori .. of goode &Dd Mr'l'io .. which ther DOW !\ara.11111. 

!her wo1114 lll.ao qree tb&t, where tor •tr•tecic reuou U 18 

-Ml'7 to t.r.Darer to other ~tr.. nppll .. wbicb ban 

~been proY1ded to the l.ooal U.S. eo-•ntl• 11110 obJecUoa 

llbo11l4 be rai.Md to tb& t.r.Darer. 

s. Ia addHioA, the iutrallc Gonnmet ere w1 1H'II, 

u &t ~·eDt, to exa•ine &Q1 !\arther requeata, 1Dcludiac 

tboM tor &d41t1oul. a.reaa, which u.r be .ada by the 11.1. 

&Atbor1U.a, b&Yi.Dg tull reprd to the n&U&billtr ot np,PliM 

&Dd to thair reapouib1llt1 .. iD o ther directiou. ftl-r IPIUeR 

tb&t req~a .. t.e tor the prow1.aioa of nppllea, 01> reciprocal &iAI 

t.eru, for &red outeide their exietiD& I&Ddert&ldace, lllloulcl 

contiDw to be referred to th• f or OOJaider&tioD. !bey do DOt, 

hownr, tbiAk it &ppropriate tb&t the V.I. GoYei'DMilt llhoulcl 

be c•lled llpoll to -.de:rtelr.e re•poui bUitr f or the proYiaiDD 

of reciprocal. &id throQ&bo~at the Britillh C •• · l ta. fM7 

&eoord.iD&l¥ propoM, with the ooDO\U'HDGe ot the V.I. repr&Mat.­

tift8 iD 1~, tb&t iD c .... where the iutral.iaa Qon~t 

tHl. -ble to -t 8llab reqw•te, the q-tioa of the fi Mnghl 

r••ll"'"''bUitr be Joia~ dhoueaed beW.. ~ D8traU.ea. 

tlloe 1.1. ud tile I.L ~UN. 

6. U tile•• propee·l• ere - pteble to the 1.1. &lltiloriU.a, 

1t 18 ..._..-.. .aat the dete1led arruc-te llbo.U be 

Mtt.led lit' J.Ut 411101&UiDu beWMil repre-tet1ft8 ot the 

Gon~te~ 

~D.c. 

~ ., t • 1944. 
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I'EDERAL J!i':Sh"Vh !lANK 

Or 1ltl • YOilK 

January 18, 1945 . 

CO' iF IDEIIT!AL 

Attention: ~·r. H· D. 'I' hite 

I am enclosing our compilation for the ~1eek ended 

January 10, 1945, analysing dollar payments and receipts in 

oilicial British, }rcnch , Canadian, and "ustralian a <·cou.nt s 

at the rederal !leserve dank of lle\1 York. 

Very truly your!\ 

/a/ n . L. Sanford 

H. L. ;,anford, 
Assistant 'Jice President. 

Enc: l osures 2 

{ _) 
c 0 I' y 
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IMelTeel tibia elate boa b :r.denl baerw 
BIDlt of ... Yon, tbr tt. -'S.dentia1 1Jlfo­
t1on of tho Soontu,' ot ~ !reuu171 cxep!le­

UOD forb -It oDIIM 'JfDJArT lD1 l945r, ~~ 
dollar d18baaa a ut.. 011\ of tho Bl'i t111h "''lJJ11'' and 
~ ~ at tbo Fodorel Rna •• Bonlc ~ 
Mn York ODd tba- 'b7 'llbiob tbue opend1t'llfta 
Wft f1MpopS. \ 

z 
I I 
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CABLE TO MINISTER JOliN SON, S'l'OClOiOLM, SWEDEN 

In view of well-known German practice of exterminating Jewa ourv1Ying 
in any a rea,previoua to ito evacuation, Depl\rtment and '.mll conoider it 
neceoaary • nee .or e to draw attention of Svodioh authori ties to the danger 
faced by the Jewioh ourvivoro in German-controlled territory, 

Accordingly, it will be appreciated if you will visi t Swedioh Foreisn 
Minis ter, and urge thnt continued efforto be made from now on to keep the 
ourviving victims of Nasi persecution alive during the coming etages ~ 
hoatilitiee in Europe, You ohould specifically mention i n thio connection 
t he four lar~eat concentration• of Jewo in Axis territory known to exi•t, 
viz , Lodz with 60 ,000 to 80,000 inaatee, Thereaienotadt with 40 ,000 to 
60 ,000 inme.tee, campo near Vienna with 18,000 i nco.tee , and camp Behenbergen 
wi th 9,000 inmetea, end you should also mention any other localitiee or 
re"'ions where Jf!'Ws are believed by you to su'"ivel 

ln your conference wi th Swediah Foreign Kinieter it should be made 
clear that thia Government coneidero that frequent and extended v1a1ia of 
Svediah Consuls to places and region& where J ewe are concentrsted coJ>.o 
oti t ute one of the moat e!f~ctive mea.ne of preventing their f urther exterO 
minet ion, Thio method JrOvt4 ito e!ficscy in Budapeet where , thenkt to the 
preeenca of Swe41oh personnel, many livae appear to have been saved, 

Hore part icularly, in view of l l\rge number of relief parcels recently 
reaching camp Belsenbergen, vith the aaoiotance of Svedisb YMCA and Red Crose, 
please urge upon theee organizations the desirability of their delegatee 
bel~ stationed in or oent on an extended visit t o that camp, to aeaist in 
the dietribution of euch percale, You may expl sin informally that this sug­
ges t ion ie made ih the light of the above con"ideratione vith a view to eafe­
guarding the livea of over 9 ,000 inmates reported to be in Belaenber gen, 

Furthermore , you ohnuld emphasize 1i. Foreign Kiniater the mounting 
evidence of confusion among local German officials and their increasing 
acceeaibility to psychological pressure e eeki ng to dioeuede them from 
executing ex t erminat ion policies ordered by certain German authoritiee, 
and urge that full advantage be taken of this atete of mind in the 
interest of oaving liveo, t hrough unofficial ae well as official channels, 

Please endeavor to maka clear to Svedeo that the a.ct1•1ti ea ouggeste4 
above ahould be actively purouad ae long ae the danger cont lnuee, 

Pleaee endeavor to make cl•er to Swedes that the activitiea suggested 
above ehould be actively puroue4 aa long ee the daneer continues, 

Please adviee Depart• ent and WRB of Svedlah reaction. 

The following from WRB for Kiniater Johnoon and Olaenl 

lt would be helpful if you inquired et frequent interTele what specific 
action Svedao are taking to carry out the aboTe ouggeationa, 

In Tiev of t he oituation sa out lined sbove and in •iew of recent 
reports indicating effectiveneea of publi city And other forms of peychologtcal 
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preuure UDOD Geraan oft1c1alo , you •r• r e(lueeted to 118lce opee1al e fforto 
throut;b all cbannelo •••U•bh t o you to 1ncreue eueb preuuro v1tb a • 1ev 
tO lafecuard1D« the 11Y81 O f tbe IUTY1V1D« wte•taa Of »a11 perOeCUt1oft , 

TRIS I S S'l'OCiaiOLM C.Al!LE NO, 293 

1130 ple. 
JanU&ry 18, 1945 

M1oo Che111>: oy tror t he See'r) .khrii&IUI, Aklin, Cohn, Drur,, DuBolo , Gaoton, 
Rodel , Marko, MeCor ... ck, Pohle, i1leo. 
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Ill..t.ribuUDCI of trw 
l'MI11nl aal.7 b)' •l*lial 
arraas-nt. (BBaCBT lr) 

JaDIIar7 18, 194~ 

9 p.a. 

'1'be toll01f1QI tar YoCI.ellend 1e IRII 3tn. 

Rat-• ,o..- llo. 71¥17 ot lleo..,ber 1, peracJ"aph ) • 

. !laUd-! ... bNft ~ t.bat. Andre Wolff, C.._,N1oo. ot 

IntomaUDCI, OnDd Jluclv ot L" _., ..... , hu j uat. l.Mmllo1 that. 

I CRC hu ..... olcoldalrelllll- ot- 6,000 J n~ c1t.1 .. 011 1n 

~ wbo an 1n qent. DM4 ot rellaf . Jlriand8 of Im a 

boura and labor v~ apoDIIoriAC procru han nqu.atecl 

Bovd t.o 1nq,u1re ""-tiler I CRC 1e lD a pofit.1DCI t.o uaa 1n 

halldla auob a rellet pracraa U\ a namer aau.etaot.o17 t.o ;rou. 

YOI& 11117 - that. author1ut.1on will be fortbocainC tar 11M 

ot tuada for auch a pl"<lCnm. 

SiiiiiDIB 
(OIJf) 
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via press wireless , 
BERNE, JAN, 18--A aeries of •ell-founded rerorta reaching 

here disclose that Heinrich Himmler is on the eve of concluding one of the 

110st sinister bargains ot hJ.s sinister ca.reer. 

Under the giUae of numanJ.terisnJ.a,., the Gestapo cbief is proposiq;, 

tbroug'il a n-.mber of inteMiedi&ries , the •n r elease of ~00,000 political 

deportees fro11 GeMiacy, mostly ,Jews. The price "ould be the tidy swo of 

$5,000,000 to be deposited in be.nks of a neutral country. 

~ ..... 
""' .!. .: 

ThJ.s bargain is being discussed between Jewish coGIIDi tteea and neutral 

inteMiediaries ectlng f or Himmler, in several European capitals. It aould 

include citizens or France, Belgi111:1, Holland and Italy. The names of the 

intermediaries are not known . 

Tne transaction, on ~hicb your correspondent after careful investigation 

is able to tnrow light, is of much wider scope than first meets the eye. 

UiiDIDler wants Jews, and Jews alone to be released. Then, 1Vhen these politicel 

deportees reached tneir liberated countries , thftir compatriots >'ill be struck 

' by the fact that there are no Cnriatians 8JIIO!l8 them. 'l'hls will undoubtedly foster 

auch bitterness and anti-semitism and create trouble all around. Jl'urtherwore , 

it aould be easy to amuegle a cer tain number of fifth columnists out during the 

transaction, whose activity in the liberated countr ies will be of great value ta 
' 

t he Gestapo. 

In fact , H11010l.er bas a great deal tl gain f\lld little to lose by sucn a 

transaction. Tnree hundred thousand leas 110uths to teed will be a distinct 

relief to Reich econ~. And Ger1118l11' s finances are no• in such a tate that 

aey foret&n currency is 110at " elcome. Against this is tbe loaa ot 1500,000 

(/' workers, but the 1118jor1ty of these are in such pitiabl e 1Jh7dcal condition that 

loss of their output could not seriously affect Oerman,y1 s industry. 
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But thia delic~te queation has its hu.anitari•n side . Nobody can fail to 

be moved by the fate of millions of deportees in Oermuny, @Specially the ~orst 

tr~ated of them •ll--the Jewa . Arguments of those in favor of t he tren•action 

run thus: 

~ . ..... 

1 . If anybody can escape the Cel'!ll4n grip, so much the better end ev<'rythina 

should be dono to hel p . 

2. Jeu to be liberated dll i ncludt' t he poor &s •ell aa the rich, for 1he 

110ney ~ould co• e fro.. Je,.iah collllitt@eS abroad. It will not , sa in the pest , be ao 

individual affair. 

3 . l•hat are $5,000,000 compared dth ~00 , 000 lives? 

4. Now that al • the neutrals have ceBaed deliveries of •ar mnte?'isl to 

Cer118JlY, th~ 110ney P.Ud, • hich will naturally come from #.llied countries, • ill not 

help C&MIIIlliY' a 1ou eff ort. 

Such arguments are no.tur11lly advanced by t hose who have frinnds and relations 

who " ill he benef ited by similo.r transactions . For the pr oeePdings ere in no way new. 

Hitherto, ho•ever, they ~ere concerned mostly with Rungarion and Rumanian Jews 

tryl"'t to escape from Nazi Cehenna--at eno%"80us coat . 

Last Nay Beron Y•eiss, a Hunaarill.ll a~ulti-millioMire ••s 11llo"ed by !UIIlllller 

to leave the Reich i n • spcoiiU plane to go to ~isbon. Since Kuni!ary •e occupation , 

1 , 7000 rich Hllr!J<arian Jna have been a uthorhed by the Ces tapo to leave Cemanv in 

exchange f or bard cash. 

The firet convoy or ~00 Jews r eached here the end ot l ast A~ust. A r~som 

wao paid in Budapest in j ewel• or shares in Hungarian industries . 

A second convoy of 1,400 Je~s r eached Swit~erland on Dec . 6 , 1944, hevint 

been °liberated 0 by Hilolll.ar after a p8711ent Of 1, 000, 000 S..l88 frllDCS. The Je•s 

bore • Palestinian pauporta. • Thus, the Nazia could cl aill that they .... r e liberating 

enemy bllens and not Je•a--o.nd a t the same t ime till their pockets . 
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Negot1a.t1ono looding to the releeae or these 1 , 7000 Jeu "ere conduct ed 
' by e prominent Hunuar ian newspaperman nnd Otto Broun, r.bo' nssosatnated Erzberger , 

and is now the head of the •Economic section or the Gestapo. • 
. 

Braun grew ambitious for his scheae of release end hod the impudence to 

send an emissary--a certain Joel Brandt--to Anura last Juno to contact Allied 

circles. The !la.ive Brandt ·~ reques ted to go to C<oiro to • .,ureue his hur.>an1t.e.rian 

negotiations.• On his arrive! there he -aa conducted to the neares t jail. 

To~ the deal is far bi&ger. I t is for more "de~erous too for Allied 

security end for t ho intertl4l peace of tho liberated countries . Observers here 

~ho pity political deportees, Jews and Aryans Glike, who are in the Nazi thrall, 

hope neverthelesa that the Allied govert110ente " ill see through Hia.ler• s newest • 

, 
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J.!HS-1885 
Distribution of true 
reading only by special 
arrangement. (SECRET \'1') 

Secretary of State 

IJashington 

3511 Januarr-:18, 3 p,,. , 

FOR WRB FROM t.iCCLELLAND. 

Bern 

Dated January lS, 1945 

Rec •d 3 :19 p. m. 

Information r equested by Vaadhahat zala Emergency 

Committee (Department's 4399 Deceober 30; 1'1RB'S 34?) 

was obtained f 'ran Sternbuch on January 15, and will 

be forwarded by pouch t o I'IRB leaving Bern January 20. 
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• 

ThE follot~i~ is a corrEct and complet E vcrs ::.on 

of thE Pr !.me !:.1nister 1 S SpEECh dEliVErEd in '·he HOUSE 

o f Commons today : (Plc~sE have copiEs sent to the 

·:lhitE Hous-: , the SEcretary of the TrEasury, the S cr·re­

tnry of Wa r and the Sec retary of thE Navy:) 

ThE PrimE MinistEr (··r . Churchill) : I gath :r t d 

that it was t he desirE of the HousE t hLt therE s~ould 

be a fu rther discussion of the war and foreign situa­

tions and policies a t this time, bEfor E any new lmportant 

internationa l conferenc es t o.kE place . I •:•111 tr;: to s u r -

v cy the v1holc--I cannot say thE v:holE , but lnrg c and 

selec t por tions --of this vast sct.J E to the best o f rrr;{ 

lot 
ability . It ha s f clltn •o thE hard/of Britain to 

play n l eading part in t l. c J .. Editcrran~an , and part! -

cularly i n thE Eastern ll! Editcrrantan . ~·I E havE g r cnt 

respons ibili ties , and wE have ~dE great EXE~tions , 

thErE . I n Italy th e Br itish, o r British- Controlled, 

Divi sions under 

' .) 
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Divisions undEr FiEld r.:arelull Al ExandEr 's command, 

and still morE if thE wholE arEa of thE MEditErrartan 

is included, outnumbEr thrE E-fold t hosE of thc Unittd 

Statts ; ThErE is battle along thE whol E front in Italy , 

and bEhind the front , in the hard-stricken pEninsula , 

art many Economic and pol i tical difficultiES > The 

o·ld structurE, with its hatEful rigours has bEEn dES • 

troyed, and in its placE VIE havE had tc raisE e. govErn­

mEnt of improvisation , 1'/t havE the Bonomi Govtrnmtnt, 

which has btrn trying to do its bEst undtr Extraordinary 

difficul tiEs , but which of cours e has no tltctorn l 

authority bchind it , But now , a t a ny timE pErhaps in 

a ftw months , p t rhe.ps r.ruch sooner--, for no onE c a n 

tEll what is procEtdinc in t h E minds of thE GErm!ln 

war lEadErs-- ThE Germans will b E driv~ out of It~ly , 

or will pErhaps withdrawi and ii!I!lediat Ely thE grcat 

populous dis tricts of the north, thE cities of Turin, 

t i1lan, and othEr crntres of indu stry and activity nnd 

n largc popul ation of all kinds of pol itical views 

but containing grea t numbcrs of vEhEm rnt , or violtn t 

politicians , and in touch with brav E mcn, who havE 

bttn fighting and me.intnining a gu trri:la warfa rE i n 

thE Alps , all thESE r11ll bE thrown- - p robably a t a timE 

whrn the northErn r egions havE bEEn strippEd bart of 

food by tht retrEating 
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food by thE retr Eating Gtrmnns--hungry upon thE 

fragilE structure o f thE Italian GovernmEnt in Rom£ , 

wi t h constqumccs which cannot bt accurately forES EEn, 

and certainl y not ctosurcd . 

Now nEcEssary i t is for Britain and thE UnitEd 

StatEs , who bea r thE chiEf r esponsibilities, to main­

tain the closEst a nd most intimntc contact in thE sol-

ution. of all thesE new rroblcms . Let me say once and 

for a!l that WE hcvc no political c~mbinations , in 

EuropE o r tlscwb crt, in r esp ect of which vtt neEd Itol :; 

as a pnrty . 'il t nEed Italy no more than we nEEd s .. a in, 

bEcaus E 1'/E hovE no d esigns whic h require thE support 

of such powers . WE m.1st tokE corE that all thE blame 

of things going ~·rong is not thrown on us . Tll i s , I 

havE no doubt, can bE pr ovidEd against, and t o somE 

EX t mt I om provi ding aeo.inst it new . 

\'IE hnvE on e princi plE abou t the lib cr otcd countr ies , 

or thE repentant sa tel l i te countriEs which v1t strj.vc 

f o r accordinG to ;he b Es t o f our ability and r Esources . 

HtrE i s thE principlE. I Vlill stat E it in t hE broad est 

and mo!lt f amilia r tc rr.1s : Government of thE people , 

by thE !' EOplc, f or t hE P EOPl E SEt up on a ba s is of frEE 

and tmivErsal suff r a gE election, •1•ith s Ecrecy of thE 

ballot ond no intimi dation . Tht.t is c.nd h!ls a lways 

bEEn thE policy 
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bttn thE policy of thi~ govtr~Ent in all countries . 

That is our only aim, our only int erest, end our only 

cnrE . It is to that gonl thnt WE try to make our ¥:ay 

across all thE difficulties , obstacl Es and pErils of 

the long road , Trust t r t people, makE sure thEy hAve 

a f ai r cr.cnc£ to decidE their destiny ·.~ithout being 

terrorized from Either qucrter or rtgimcntcd , ThErE 

is our policy for Itc.ly 1 for Yugoslavil_l and for Gr££c£ , 

\'/hat other interEsts hnv£ VIE than that? For that wE 

shall strivE and for thc.t alonE, 

Th£ general principle which I hovE munc i.atr.d 

guidEs us in our relations with Yv.goslavin , V/£ hnVE 

no special intErest i n thE political regimE which prE­

vails in Yugoslavia . FEW peoplE in Britain I imD.Bin£ 

arc going to b£ morE cheerful or morE downco.st brccns£ 

of the future constitution of Yugoslavia . However , 

bEcausE thE King and the Royal Yugoslav Government took 
~- 0 

refuge with us at th£ tim£ of/ G:rman invasion VIE have 

acquired a certain dut~· tortards thE governmen t and 

pEoples on thE othEr sid£ of the Adriatic which co.n 

only bE d ischnrgtd in o. correct o.nd formal n~nncr such 

as , for insto.ncc , vtould bE provi dEd by r.. plebiscitE , I 

am thE earliest outsidE supporter of V~rshc.l Tito . It 

is more than a y cc. r since in this HousE I extolled his 

Gu trilla vir tues to 

Regraded Unclassified



n 

-
(_ 

... 

0 

-5-#669, EightEEnth from London 

... 
Guerilla virtues to thE world . SomE of my bEst fr~Ends 

and thE HonorablE and callant mEmbEr for (*) Preston .. 
(Major Churchill) is there with him or his forces now . 

I earnestly hope hE may prove to bt the saviour and 

thE unifi er of his co~try, and he is undoubtedly at 

this timE its undisputed ~laStEr , 

REcently Bulgari a ar.d Rumnnia havE passEd undEr 

thE control of thE SoviEt i~litary authoritiEs and 

Russian-controllEd armiEs arE in dirEct contact with 

Yugoslavia . ,\s we fEared that therE might bE mia­

undErs tand1ngs and contrar~· policiEs bEtwEen us and 

thE Sovi Et GovErnment about Yuc os ::.a·Jia , which con 

easily arisE whEn armiES enter n country which is in 

great disordEr , thE ForEign 3Ecrttnry and :reachEd 

at I.!Osco" an undtrs t nnding with Marshall Stalin b}· 

which our two countriEs pursuE ::: joint policy in thESE 

regions , aftEr constant discussions . This agrEEmEnt 

rais ed no QlEStion of divisions of territory or sphErEs 

of intErEst aftEr the war . It arrivEd only at thE 

avoidancE, during thESE critical days , of friction bE­

twEEn thE (;l'Eat All its , In practic E I EXChangEd tElE­

grnms on behalf of His lbjEsty •s GovErnmEnt pErsonally 

with Marshall Stalin about thE difficul t.:.Es which arisE , 

and about what is the best thins to do . I"IE kEEp 

PrEsidEnt RoosEvElt 
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PrEsident RoosEvElt 1nfcrm£d constc ntly . 

In pursuance of our joint policy , we encourag ed 

the mD.king of nn agrccmmt between thE T1to Govrrnmmt , 

which, with Russ i an assistancE, has now installEd it­

sElf in Belg radE, end th£ Roya l Govcrnmmt of Yugoslavia , 

which is seated in London, and recognized by us a s , 

I bEliEvE, by all thE pow ers of th£ United Na tions . 

Marshal Sta lin and His l~a j csty •s GovErnment consider 

that agrEEment on thE wholE to b£ wisE . rlt beliEvE 

that thE a rrangements of the Tito-Subasic agreEmEnt 

a rc th£ best that can b£ lllD.d£ for the i!lll!ltdin t£ future 

of Yugos l avia . They presErvE the form and th£ thEmE 

of monar chy pendi ng t hE taking of a fair and frEt 

plebi scitE as soon n s condi t ions a llow . King Peter II 

agrees i n principlE with these n r rcngcmcnts , bu t ht 

makEs certain reservations . ThE naturE and effect of 

thESE a rc, I understand, at prtsE~t undEr discussion . 

I should hEsita te to prophesy or to promisE how ell 

this will turn out, but in ell thE circumstances, a nd 

having rEgard to thE chaotic conditions arising out of 

this war, I do not SEE what el se Except this Tito-Subasic 

agrctmmt could be d one by His hlaj csty •s Government o.nd 

the Union of Socia list Soviet Republics than to con­

tribute nhat they can to bringing about thE widest 

possible measure of agrEEr.Ent among Yugosla vs , and to 

EnsurE that thESE 

Regraded Unclassified



n 

( l 

0 

- 7- #669 , Ei ghteenth from London 

Ensure that these issues should not become a cause 

' -"'-.J 

oi' friction among Allies . It is a matter oi' days within 

which a decision must b e rea ched upon this matter, and 

ii' 'If£ were so uni'ortunntc r. s not to be c.ble to obtain 

the consent of King PEter, the mett er would hove, in 

i'oct, to go a head, his as sent being pr esum ed . ThE 

King's point of view, as I understood it wa s th!'.t 

ht was anxious about becoming responsible, while ht 

had no power , for c.ny SEVErities or coni'iscntions 

which might take pl!lct in his country bti'ort the plcb-

iscitt decided whether it wa s to b t a monnrcey or a 

republic . Such scrupl es must bt resp ected , but can­

not ntctssc.rily , in ti1tst times, ind efinitEly prevent 

tht march oi' event s . 

From tht troubles oi' Italy and Yugoslavia we comE 

n!lturally to thos e of Greece . OncE again we art guided 

by our simple policy : victory ago.:!.nst the Germans ; the 

tstablishmtnt of e nd a id to the ~o st coherent 11nd sub­

s tnntic.l govtrnmtnt m!lchint thr.t cc.n bt f ound; the d t -

livery of such fooc as we and our Allies can s pc.rt end 

our combined shipping a fford ; tht ma intenance of toler ­

able conditions of l ew and order; and the holdinG of 

plebiscites or g tntrnl elections fairly and aquo.rtly- ­

thtn exit a t the earliest pract i cable momrnt . V/t to il 

through a mighty 
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mo.:tt but I can assurE thE Co1Ml1tt£E it 1s not without 

plan , ThE story of EvEnts in OrtrcE hils been t o ld so 

fully i n thE nEwspnpErs that I shall not attempt n 

chronological or dEscriptivE account-~(Intcrruption) , 

I bEg that I mo.y not bE intErruptEd , EvEry two or 

thrEE MinutEs the HonorablE mEmber for <"l est FifE 

(Ur , GallachEr) who rEcEivEs exc Ept iona l courtEsy in 

this HousE· thinks it nEc Essary to ass Ert h imsElf by 

making so~c holf- inoudiblt and occasionally partiall~·­

intEllig Ent intErrupt ion , I do not think tha t is i n 

a ccordo.ncE \"lith the wish of the Committee or thE condi­

tions of our debat E, 

I s a id t h& t I shou~d not attempt a long chrono­

logical account but t h ErE is no c ns£ in ~ experience 

cErtainly no t in ~ ,·•n r - timE expErience where n Br itish 

gov Ernment hos bEEn so mnl i gnEd e nd i ts motivEs so 

traducEd i n our own country by important o r g ans o f thE 

press or nmong our o vm people , Tbc. t this should b E 

donE amid thE perils of t h is war now at 1 ts climax 

hils fill Ed mE with surprisE end so rrow , It bodEs Hl 

f or thE future in which thE lifE and strength of i3ritain 

compar Ed to othEr pouErs ·:1111 bE tested to the full 

no t only in thE wor but in t h E a ft Ermath of \"lar . Ro·u 

con WE wondEr a nd' still lEs s how can wE complain o f 

thE attitudE of hostilE or indiffErEnt newspapErs i n 

t h E UnitEd Statts 
Regraded Unclassified
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the United Stn tcs when we hnv t in this country wi tnessed 

such n melancholy txi'b i t ion ns thnt provided 'by s ome 

of our most time- honoured and responsiblE journa ls--

nnd other to which such cpi thets would hardly apply . 

Only the solid ~nd pur: oscful strength of the notiona l 

coalition government could have enabled us to purs ue 

unflinching and unyielding the cours E of policy (".r.d 

principlE on which we Vltrt c.nd arc resolved . 

But our tnsk hn rd a s it •·as has 'been c.nd i s still 
(,-,oro?l 

being rendered vastly ~- difficult by n spirit of 

gay reckl ess unbridled partisanship which has been 

let loos e on the Greek question and has f allen upo n 

those who lw.ve to bea r the burden of government in 

times like these . I hc.vt never been connected with 

any large enterprise of policy about vft ~ch I was 

more sure in oind a nd conscienc e of the rect i tud e of 

our motives of the cla rity of our principles e nd of 

the vigour precision a,•d success of our c.ction than 

what we ht.vc c or.c in Greece . 

WE went to Greece for the second timE in this v:r:. r . 

We vtent with the full approval of both our grent Allies , 

'ile vrcnt on the invitatio:: of n G.rctk Government i n 

which all parti es even the Conrnunists were represen ted 

and ns n result o f a oili tc.r~; conferrnc e at r1hich the 

generals of Elao 
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gEnerals of £las and of £des were cquc. lly present , 

;·/e came with good gifts in our hnnds stability and 

asaisto.nct to the nll- pnrty Grttk Govcr:-.:1cnt who 

wert formed and h!ld to f ac t the confusion lEft by 

tht flit;ht of the G erma us , 'II t brought food clothing 

and suppliEs . \'I t car.tt l't1th c. small force of troops • 

·:It took up our positions from no n1litary point of 

view scattering end sprtnd1ng our troops in o. number 

of plr..cts on the coast c.nd c. t small points inlc.nd \'there 

wE hop~ to bt nble to pour in the largest numbtro of -suppliEs as quicltly tiS possible to a very hungry 

pEople , · 'il t wErt rece i v ed l'lit;: flov1c r s a nd cheers a nd 

other EXprEssions of r apture on1 we British the wicked 

Bri t1sh--so dcnounc Ed l:" the AmEriccn corr tspond cnt s 

whosE names have no doubt bctn noted by the >:oust C.:"d 

so hounded b~· some of our own-- busi ed themsElves in 

the distribution of sup~lir.s throughout ~hose parts 

of thE country to which liE lw.d ace Ess , 

"/ t h.cd mr.dE GrEte t safE for UNRRA b tforc the 

outbreak took placE . I!Ecmwh1lt for a period of six 

WEEks or so the GrEek Governmrnt rtprtsEnto.tivt of all 

partiES Vltr t distrr.cttd by internal ' divisions and 

streEt demonstrations c.nd all the tiME tht Communist-

dirEcted forces ncrc drofl!ng do'm fl'om thE north c.r.d 

infiltrating into t he c i t) of Athens in which they 

h!ld c.lso c. 
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had also a strong local faction . We h.ed furnished 

thEse men for several years with arms in consider-

able quantities in the hope that they would f ight 

against the Germans , They accept ed the arms and 

they kept them and other arms they procured from 

the Ita l l ans and thE Germans in their r etrea t --

captured or bought or otherwise obtained--and they 

kEpt th£m with a plan to sEize the power of the Greek 

state in Athens once the Germans clear ed out end 

went o.wcy . (Interruption) I co.nnot g~rcntEE to co.rry 

uno.nimous opinion with me o.t every s tag e in the dis­

cussion of whet is admittedly the most controversial 

matter of the hour in Brit i sh policy , 

I must speck a little about these Gr eek Communists 

among whom MD.ccdonian and Bulgaricn clements ere clso 

f ound poss ibly with tcrritorinl idms of their own , 

They arc o. very formidAble people , They haVE a them£ 
a 

and/policy which they pursue by c ercilcss methods while 

ell sorts of other people in t hese regions have only 

been trying to keep body and soul together . I have 

been told that I made a mis t a ke in under- rating the 

power of t h e Communist- directed Elas , I must admit 

that I judged thEm on their form aga inst the Germans , 

I do not wish to 

:.;,~ 
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I do not wish to do thEm any military injusticE . or 

coursE it was not against thE GErmans thEy wErE trying 

to fight to any grEat ExtEnt , ThEy wErE simply taking 

our arms lying low and awaiting thE momEnt when they 

• could seizE powEr i n tht capital by forcE or intriguE 

and makE GreEcE a Communist statE with thE totalif arian 

liquidation of all opponEnts , I was mislEd by thE 

littlE USE thEy WErE against thE GErmans ESpECially onCE 

thE gEnEral victory of thE AlliEs bEcamE probablE in spitE 

of thE arms WE gave to thEm. I cErtainly under-rated 

... ,.., 
• J 

them as a fighting forcE , It I am accus ed of this mistake 

I can only say with M, ClEmEnccau on a cElEbratEd occasion : 

11 Ptrhaps I havE madE a number of othEr mistakes of which 

you havE not heard , " 

Vfu ilE the British werE busy distributing thE food 

and EndEavouring to kEEp things steady thE ENl and 

Communist ministers who werE eventually incrEasEd to 

SEVEn in thE PapandrEOU cabinEt WErE playing a diff ErEnt 

game , Throughout this has bEEn a struggle for power , 

ThEy wErE playing thE gamE of thE ELAS bands and or thEir 

Communist directors . l'fu1lE sitting in !.! . Papandrcou 1 s 

cabinEt thEy wErE working in thE closest combination with 

thE forcEs gathering to destroy it and all that h£ and 

othEr collEaguEs reprEsEnted in the every day lifE of 

GrEECE . 
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GrEEcE . EAI.I and Comnunist ministErs thrEw sand in thE 

whEEls of thE govErnmEnt at vtry stagE . Thty did thtir 

bEs t to hrumptr thE landing and distributi on of food by 

provoking strikEs on somE occasions . In addition thEy 

fought ovtr tvtry officEr in thE army which it was 

nEcEssary for thE poor statE to raisE--you cannot havE 

a statE without somE kind of national army; I am 

mtirEly against pri vatE armits and wE art not going 

to havE privatE armi Es . EvEry singlE e.ppointmtnt was 

wranglEd ovtr in this timE of crisis till thE last 

minutE and thEn whEn tht momEnt camE whEn thE fiErcE 

mountain[[rs who had bt m so tamt and idlt against 

t hE GErmans had got wEll into thE city of Athms----

Mr . s. o. Davit s (Mtrthyr) : That is not truE . 

ThE primE llinistEr : 11£11 I spEak according to thE 

btst information I havE . 

llr . s . o. Davits : It is not truE; it is a slandEr 

on thE GrE tks . 

ThE PrimE Minist r r : I havE sparEd no pains to try 

to lEarn what I bEliEVE art thE facts . I considEr mystlf 

far bEttEr informEd on this mattEr than I was a month 

or six wttks ago but what I havt ltarnEd with grtat 

pains and patitnct has ltd mE to a strEngthEning of my 

original conclusions and among thtm is undoubtEdly 

thE conclusion that thE ELAS armEd bands at any ratE 

for tht 

....... 
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for thE last two year s played v~ry littlE part 

against the Germans . Now I really cannot argue with 

my Hon . friend . No doubt he and some of those who 

hold his vi Ews will havE an opportunity of extolling 

their glorious deeds . I personally am not prepared to 

pay them anything likE thE tributes which art paid to thE 

heroic FrEnch or BElgian Mo.quis or to the mEn in Itnly 

who arE in the mountains fighting thE ir desperatE bottlE . 

It stems to mE they took aid from us with thEir EYES 

on mort important local matters after thE general war 

was ovtr . 

Every singlE appointmEnt was wranglEd over and whEn 

thE fiErcE mountainEEr:~ had got \'tEll into the city and 

joinEd up l'tith their confederates insidE them all thosE 

s even ministers of the govErnment resigned likE clockwork 

except onE whom I told thE housE about beforE who wa s a 

littlE latE but by running very hard under thE threat 

of d eath managed to kEEP his appointment . So far thE 

Allies sEEmEd very contEnt with what had happEnEd in 

GrEECE o Our minds restEd upon its librretion from thE 

GErmans . WE expected a ccrtnin amount of local Ebullition 

whilE mattErs rEadjuet Ed themsElves and food could comE in . 

AftEr all thErE wrr£ othEr things going on at the same 

timE . WE rEstEd on thE plEnsurE which our early rEcEpt i on 

4t) in Athens 

Regraded Unclassified



0 

( 1 

0 

- 15-d669, Eightccnth, from London . 

in AthEns and othcr Grttk citiES and islands had givEn 

to all of us cspcc ially t o thosE who car t dt tply about 

Grcccc and her futurE . 

Now wt comE to a ncw phasE about which it was not 

possible to consult our Allits and upcn \?hich action 

had to bt taken immtdiattly. On the night of 4th-5th 

Dtctrnbtr I had before mc a series or telegrams which 

showed that the advancing EtAS forces in Athens the 

Communists and all thcy could gather with thcm wcrt 

within about 1 1000 yards of the centre of Greek 

Government in thE Hotel Grandt Brctagnt ar.~ a lso within 

t h E so.me distance ~ even ltss of thE British Embassy 

i nto which all our womEnfolk of the cipher dcpartmcnts 

and others had b t tn gathErEd and it s ttmtd that thE 

overrunning of thcst places or at any ratc of thE stat 

of govcrnmcnt by this fcrocious and wcll - ar mtd 

wcll-dirtcttd mob or army if you likt-- ---

rw . GallachEr (FifE Wes t): Brigands . 

Tht Prime Minister- - or army of brigands if thE 

Hon , mtmbtr wishcs - --I shall havc to tell thE CommittEE 

much worst about thEm than tha t bcfort I have finishcd , 

This was about to take placc . Almost all the policE 

stations in Athens and thE Piracus had bttn occupiEd 

or stormEd by ELAS forces somE with thE slaughtEr of 

every singlt inmate . Firl.ng was widespread throughout, 

thE city--
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thE city--it was growing it was approaching . GEnEral 

ScobiE signallEd: 

11 A gEneral strikE has bEEn declared in Athens . 

All powEr o.nd utility services have erasEd working. 

UnlEss ful l ordEr can bE rEstored tht situation of thE 

govErnment will bE critical . All British troops 

including thE parachutE brigadE ar E bring hEld htrr • 11 

WE werE about to takE some of our troops away when 

this happ ened . ThE parachutE brigade was nEedEd in 

Italy . ThE hour was latE or r athEr early--two o ' clock 

i .n thE morning . OrdErs wErE sent to GenEral ScobiE 

to take over thE military command of AthEns and 

restore and maintain order by whatevEr mEasurEs wErE 

nEcEssary . If L did wrong I takE thE full rEsponsibility 

but my colleaguEs ar E most dEsirous to sharE it with mE . 

For thrtt or four days or morE it was n strug~>lt to 

prEvent a hideous massacrE in thE centre of Athens in 

which all forms of govErnment would hnvE bern swept 

awo.J and ne1ktd triumphant Trotslcyism installEd . I 

think "Trotskyists" is a better dEfinition of thESE 

p£oplt and of certain other sects than thE normal word 

and it has thE advantaGE of being equally h ated in 

Russia. HOwevEr by thE skin of our tE Eth and thanks to 

thE resolution of thE handful of British soldiers on 

thE spot thE 
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the spot the assailants were hurled back and Athens and 

as I firmly believe Greek freedom were saved . 

On Christmas Day I thought it necessary to go to 

Athens with my ri,ght Hon . p'ricnd the Foreign Secretary . 

There was a demand from many quarters for the Regency and 

for the Archbishop . I was anxious to test that on the 

spot ; I was anxious to sec what could be done at the 

conference of all parties including of course the 

representati ves of EAM and the Communists which I asked 

the Archbishop to convene in Athens . At this confer ence 

those severed by mortal hatred- - mortal and living hatred- ­

were seated around a table and found themselves unit ed 

upon the Regency and in thei r minds at that time there 

was obviousl y only one man who could fill it . So the 

Foreign Secretary and I on our return laboured with 

the Greek King in order to procure his assent . IV£ were 

successful and on 31st December Ar·chbishop Damaskinos 

was invested with the royal pol'ler pending his Regency 

and I think with more than the royal poi•Jer . 

WE did not seck to be consulted about his measures 

nor did I'IE interfere in the choice of his Prime Minister 

nor in the character and composition of his governmen t . 

I did not know when I l eft with any assurance who would 

be his Prime l.tlnister or what men would be chosen by 

tha t PrimE Minister and approved by him to fill the 

government . 
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govErnmEnt . I gathered howevEr that thErE was a general 

dEsire to avoid mErEly gEtting tht ltadtrs or partiEs 

togrthrr but rathEr to pick strong and rEal rrprrsEntotivEs 

of thos r partir s thE lEadErs of which arr vrry numErous 

o.nd not o.lwo.ys rrEE from tht dangrrs or bring discredited . 

Tht Archbishop struck mr as bring a vrry rrmarkablr mo.n 

with his hradgror towrring up morally as. well os physicall;r 

above the chaotic . scEnt . I o.m surE bt would not havE 

undrrtakEn h is rEsponsibilities unlEss bt had bern rrrr 

to ExErcist his own judgement . 

Ht callEd upon Otntral Plastiros who under his 

closr gui dancE rormtd o govcrnmrnt of thr character I ho.vr 

drsor i brd--Librral Socialist LEft Wing Drmocratic o.nd 

REpublican in foot as wr o.rE assurrd with o.ll thr rnodrrn 

virtuEs but undoubtEdly violEntly against thE Communists . 

PEoplE hErE t alk of making a govErnmEnt of all partiEs 

and or EVEry onE bring prrsuodtd to fall upon each 

oth Ers nEcks or o.t any rr.tt to work tos EthEr in a 

sEnsiblE mannEr . I must admit that I had had somr or 
thtsE idEas whtn I flrw to Athtns on Christmas Day but thE 

HousE mus t not supposr that in thrst ror Eign lands ma ttErs 

orr st ttl Ed as thEy would bt hrrr in Engl:md • Evrn hErE 

it i s herd rnough to kEEP a coalition togrthEr EVEn 

brtwrrn mEn who although dividEd by party havt o. 

suprrmt 
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supreme object and so much else in common , But imagine 

what the difficulties nrc in countries racked by Civil 

•·;nr past or impending and where clusters of petty 

~nrties hnv' each their own set of appetites misdeeds 

and revenges . If I had driven thE wifE of t he Deputy 

Prime Minister out to d ie in the sno,., , if the l~inistcr 

of Labour had kept thE Foreign Secre tor y in exile for n 

great many y ears , if the Chancellor of the Exchequer hod 

shot at and wounded the Secretary of State or War or 

the head of one or other of the greet spending 

depar tmcnt s , if we who sit her£ together had back- bitten 

and double- crossed ca.ch other while pretending to work 

toc;c ther and bod all put our own group or party f irst and 

the country nowhere and hod all set ideologies slogans 

or l a.bcls in front of comprehension comradeship and dut y 

I"IE should certainly to put it a t the ~ildcst have come 

to a general election much sooner than is now likely . 

\"lhtn !\ltn have wished vcr;; much kill each other and 

hove f ea r ed very much that thc:r will be killed quite soon 

it is not possible for them next day to work together 

as friends with collca.gu;:s against whom they have nursed 

such int entions or from whom they hove drivtd such fears . 

'.Ve must recognizE the difference bctwc en our offa.irs 

a.nd those which prevailed in Athens especially whilE 

the firing 

-
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thE firing wo.s continuous o.ll round us , Tho.t c!lnnot 

possib ly be overl ook ed . We should ho.ve been very glo.d to 

ho.vc seen o. united government set up . 1'1£ left them 

to it with o. strong urge o.nd o.ppco.l to unit£ o.nd so.vc 

their country no excepti on being mndc of Communists 

or nny one o.t thct moment . All next d~y they struggled . 

On s cvcrnl occnsions t he entirE Liberal Party left the 

r oom and were with difficulty s hepherded back into their 

places . It wo.s o.bsolutcly ccrto.in that no agreement 

to form a united front could be reached and since then 

far worse things have 

The do.ys po.sscd , 

happened tho.n had happened bcfort . 
":""" -Our rcinformc cmcnts rapidly and 

stE!ld1ly o.-rriVEd , Th ey were found wi thout !lltcring thE 

operations on thE Itali an front by putting I am sorry to 

say an extra effort on divisions which were resting o.nd 

which would othcrl'liS E have g' t.£ to rest c!lr.lps . But the 

t r oops accepted these duties in the most loyo.l o.nd hearty 

spirit and h!lVE frequently expressed the opinion that 

thE peoplE thEy WEr E fighting WErE EVEn dirtiEr thtln 

the Gcrm!lns . Street by street Athens was clco.rcd . 

Pr ogress wa s vcr;t slow because of the c::tr£ to.kcn to 

disentangl e thw women and ch1ldrc:1 and innocent civilians 

who wert nll intermingled with people in plc1n clothes 

who wer e firing . 

The Cls so.1lo.nts 
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The assailants have fled ; Att ica is free ; ~ t rucE 

has beEn signed giving a much lar ger area of peace and 

ordEr around Athens and thE ? ircaus w!lich arc the h ea rt 

of Greece and which hove always been the dominant center 

of the life of Greece . !lore than on e quarter of the 

entire pop\lla tion lives there and in thE region now 

liberated . I have not thE slightest doubt that in thE 

opinions they expr essed .md in the views they t nkc thEY 

rEpresent at least four- fifths of thE whole Greek notion 

if it could exprEss its view with conditions of p eace 

and normal tranquility . Fighting has c ea sed now cxc Ept 

for skirmishes with partiEs of ELAS troops who probobl ;, 

havE not yet heard thE nEI'IS in t his primitive country . 

Now the GrEEk pEoplE can talk t:ungs over as thc;r chc-os c 

under the guidan ce of Archbishop Domoskinos who i s a lso 

ready to recei ve and has inv~tEd thE representativEs of 

EAM or what is l eft of EAM i n the political structure 

ond ELA3 to come to meet h i m< 

Whnt do \"IE SEEk in GrEECE? Do WE wc.nt anything 

from Gre ece? Whnt part do they pl ay in our so- called 

power politics? How much docs it matter to us fro::t a 

national point of vi ew what form thei r governmEnt takes? 

I repeat : wr. want nothing from Gre EcE cut her friEndship 

and to earn that and dEserve that WE h::IVt to do our 

duty·. 
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duty~ .. IE cannot disEntanglE ourselvEs from GreEce 

immEdiately aftEr whnt has h c.p;:mEd , '."It cannot do so 

until thErE can bE tithEr a frEE votc or a guarant EE of 

a frEE votE undEr thE most stringEnt and impartia l 

supErvision a votE of all thc Orr Ek pcoplc as to wl,~ t tht:r 

wan t 1n thE futurE . Wh::-tcv~r thcy dEcidE monarchy or 

republic lcft O':' right that shall bt tr.~ir law as far 

os wc crt conccrncd , WhEn I set all thc fury cx;>tndtd on 

this su'Jjcct and when•~ nrc abused without ont shadow 

of truth o.s far as if I'IE wcntcd .;:::nE islands or b e sts fro:~ 

GrE ECE c. s 1f \'IE nttdtd thtir aid to kEEP oursdvts aliVE 

I fttl acklEd anxiEty for the .futur£ which with all its 

sombrE and infinitely complicatEd problEms is closing 

rapidly ~pon us . 

Howcvcr thE "etas£ fir£ 11 has soundEd and the 

rejoicings of thE p cople of !.thms havE one£ acoin. 

acclaimEd tht libErating British troops this time l'ti th 

on intensE agonisEd ftrvour , At any rate therE is a rtgi ol 

wher E a bout 1 1 500, 000 ::~ En and womEn can tarn thEir daily 

living without fEar of pill CigE or of bting !tilled in 

strEEt fighting . 1.1canwhile os o. rcsul';; of thESE EVEnts 

and c.lso of the comp letE cltnrnncE of thE city which 

procEEdEd i'or scvcrnl wEeks with hEavy fighting night 

and day various alphabetical gro~ps like Skt and Eld 

h~.vE I nm informEd speaking by thc: bcst a vailablE 

lEaders thEy 
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lEadErs thEy havE- - for all is in confusion-- subtractEd 

thEmsElVES rrom EAU lEaving now only KKE thE c annunist in 

uncomfortablE isolation clinging to thEir hostagEs . 

LEt mE now rEad an Extract from a d Espatch rrom our 

Ambo.ssr.dor Mr . LEEpEr whom I h avE s EEn a t closE quartErs in 

difficult and dangErous ci.rcumstancEs and who I nm bound 

to say has grown in staturE wi th thE tEsts which havE bEEn 

appliEd so s EVErEly o.nd incrEasingly to him--a man now 

labouring with thE utmost EarnEstnEsS for a pEacE on thE 

broadEst possiblE basis . This is what hE says : 

"EvEr sincE thE GErmans lEft thE s :::cll but wEll- a rmEd 

Communist Par ty11--ht vtrotE this in a dEspatc[l a d !!y or two 

ago-- 11--ha s bE tn practising a rEign of tError l\l:l ovtr 

thE countr y , Nobody can Est i matE t hE numbEr of pEoplE 

killEd or a rrEstEd bEforE thE rEvolt in AthEns actually 

bEgnn but vthEn thE truth c an bE known thErE will bE 

tErribl E stories to tell . WhEn tht fighting began in 

AthEns thE brutalitiEs incrEasEd rapidly. Men womEn and 

childrEn wErE r.~urdErtd hErt in lar ge numbers and thousands 

or hostagEs wErE talttn dragc; t d a long thE roads end mo.ny 

lEft to diE. REports from Salonillo show that much thE 

samE things was h appEning thErE • " 

Air . A. BEvan (£bbw ValE): on a point of ordEr . I 

undErsto.nd that the right Hon . GEntlEman was quoting 

from a 
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from a documEnt sent to him by thE British Ambassador 

1n AthEns . Moy I bE allowEd to a sk that thE papErs bE 

laid upon thE ta~lE? 

' . ") _, .. 

ThE Pr imE MinistEr : It is fully within thE rights--­

Mr . A. BEven : ThE right Hon . GEntlEman ia not thE 

chairman . 

ThE Chairman (U:ojor MilnEr) : ThE Hon . GEntlEman 

has put a quEstion to mr' . ThE answEr is thet except 

in mattErs where it is ncainst thE public interest it 

is usual to la7 such documents on thE tnblt . 

Mr . Go.llnchrr: I wont to ask if it is in ordtr 

for thE PrimE MinistEr to quotE from on E of his own 

sp~EchE s 25 yEars ago about SoviEt Russin? 

ThE PrimE Minister: Evidentl y thE chancE remark which 

I modE thE othEr day to thE Hon . MEmbEr has stung him 

dEEply. I shall continuE to probE carEfully thE Exact 

political shadE which he adopts . V/ith regard to this 

documEnt I think I should bE quitE rEady to l ay thE 

tElEgram which I quotEd . 

A Mr . Bevan : ThE wholE documEnt? 

ThE Pri mE Minis'ttr : ThE wholE document subjEct 

to anything that may bE excludEd on t h E gr ounds of thE 

public intErEst . 

Mr . BEvan : On account of public sEcurity? 

0 ThE Prim£ 
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The Prim£ Minister : Yes , on account of public 

security. ThErE is n good dtnl mort in it than I havE 

rEad out! Some of thE news may not be any more 

pa latable to the Hon . Mcm'bcr 1 

• 

Mr . Bevan : But we still wont it , 

ThE PrimE Minister : I c-.m not acc epting it at all 

as an absolutE rulE th~t in timE of war documents can be 

quoted without thE most careful survey by the government . 

Tha t is absolutely nEc essary . In time s when blue books 

were given to the Hous e even in peace frequent excisions 

wtrE madE and indicated by dots by ministers responsible 
;;-=---

for thE safety of the country. 

ThErE is another talc told by a British officEr 

Licut- Colon£1 H. o. l.iorrison the King ' s Royal RiflE 

Corps who obtainEd his informa tion by persona l 

cross- questioning of a l arge number of hostages whom 

ht net at a f i Eld dress ing station . 

3 

ThE Colonel said : "on Christmas Day11 --I will l ay th1~ 

too--
11A colunn of hos t ages conposcd of men and women 

dragged from the i r homes b J the insur gents moved northwardt 

from Athens ~ ThEY wcrr collected in one suburb and after 

most had been rel ieved of thEir footwcc.r and many of 

their overcoats they werE drivEn in dead of winter along 

thE mountain roads covered with snow . Every day some 

:iitd of 
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• 
died of' exhaustion and other s were executed . For f'ood 

these miscrc.blc bar e-f'ootcd hostages v; cn lef't entirely 

to thei r own resources . The inhabitants in villag es 

!'rom whom thEy begged f'ood wert mostly too terrorized 

to do :nor t than look on i n impotent sympathy . '1/hen their 

starvation becamE acutE ELAS proposed to buy thEm f'ood 

if' they supplied thE monty , The Equivnltnt of' about 100 

pounds sterling wns r c.isEd but ell they received i n retur n 

was on e · elf' loc.f' of brE ~.d ec.ch , A fcvorite triclt of' thE 

EI.'tS GUc.r ds wc.s to o.s sEnble these b ewildEred people 

cmd inform t hem th~. t r.fttr so mnny hours mc.rch thq· 

would find c. billet n hot mcnl c.nd n b ed . Af'tcr scvcrr.l 

dcys of' this they fully r ea lized they ~1ould bt l ucky 

if thEJ f'ound r oom on the f l oor of' :. s t::l.blt with no 

promise of' f'ood of' r.ny description , 

Two ch~D.ctcrstic dct~ ils . A '"O:n~n discovered 

to h D.vt monEy \'IC. S deprived of' it :.nd shot . \'/hen o ther 

hostaGES protEsted the gucrds justified themselves b~· 

c.ss crting tha t she hC'.d been working for the British . 

ont mc.n mal:lagcd t o cxtrcot a gold t ooth frm:: hi s 

mouth and b arter it f'or a littlE food . A few f'ortun a tt 

stroe~ltrs !'rom this column \'/tr£ pi clttd up in the l~st 

stc.5ts of' tx~nustion their bart f'ttt in ribbons . 

iiithtrto those no lonncr able to ·:1c.l.k bed b een executed ; 

but t h eir 

4 
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but their guards vtcrc in a hurry and rcc£1v~d warning 

that thE British armed patrols wE rE on their toil . " 

Mr . Gallnohcr : TEll me the old old stor y . 

The PrimE Minister : ThE Hon . MembEr mny not only 

have the plcc.surE of having it told to him but . of 

rEading it in t hE documEnt . 

ur . BovtlES (nunEaton) : Did thE col onEl SEE all 

this himsElf? 

Sir John ~·lardlaw-llilnE (Kiddcrminstcr) : Arc not 

thES E thE facts? 

~ r 
' 'I 

Mr . Gnllachtr : WE havE ht crd a ll thosE lies before , 

Hon . Members: Order , 

ThE PrimE Minister : The Bon . MembEr continues to 

prcs~~c . I nm rcadinc the fncts and hE docs not likE 

the fac ts , I nm telling hi m thE t r uth and hE fe nrs thE 

truth . ThEsE facts reflect on thosE whom h E has so 

thoughtlEssly championed and I will give him fUrthEr 

warning . TherE is a srent deal morE to com< and I think 

that thE co~~ittEE hns a right to h ear it~ (interruption) 

When I quotE fro:n thE Colonel of the King 's Royal Rifl E 

Corps and say hE gathered his infor mat i on from thE 

advancEd dress ing station vthtrE hE examined a nu1nbEr of 

thes E victims thE Hon . GentlEmen opposite immediatel y trie. 

to suggest i t is all somE fakE propaganda . He did not 

usE thosE words but thE whole stns c of his intErruption 

was to cast 
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was to cast doubt on an officEr who h a s not thE slightEst 

i nt ErEst political or othErwisE t o do anything but co llEct 

gathcr and c onvEy thE truth . Mr . LE£p£r adds : 

"This is thE story of onE column of 800 h ostasEs 

of whom about 200 wErt dtad within 10 days . ThE total 

numbEr sEizEd runs into thousands and incl udEs many 

rEputablE mEn and womtn WEll lmovm to thE GrEEk publi c • 

A aood ~any survjvors havE now rEturnEd to AthEns to 

t Ell a sinilar talc . " 

ThE f ollowing is an cy£- witntss rtport by anothEr 

British officEr . I cannot givE his n amE. I h a vt 

tEltgrnphEd f or it c.nd I \'till l e>.y it bEfort t hE committEE 

shortl y aftErwards . HE says : 

"Wh ilst at PEristEri (nn At h Ens s uburb) in tErrogl'.ting 

ELAS prison Ers I was informed by civilians nnd nntional 

guards thc. t a grEnt mc.ny hostagEs had b EEn EXEcutEd by 

ELAS and buriEd in ditchEs on thE outskirts . I procEEdEd 

to thE ~lCCE WhErE EXhumati on Of bodiES had bEgun and 

intErrogatEd thE cEmEtEry guardian . According to his 

sta t EmEnt batch Es of 15 to 20 hostaGES wtr£ brought to 

t h £ northE ast cornEr of thE cEmEtEry EV Er y d ay by ELAS 

o.nd murdErEd; Thtir b odiEs wErE t hEn buriEd in s omE 

d isusEd trEnchEs . This s:;stttl of t rEnchEs v;~ich covErs 

scm£ 200 yc.rds is now filltd with e arth but trial dig~ings 

hav£ uncovErEd bodiEs along mos t of its lEngth . FurthEr 

tc tbE north end nor thwcst art ~ore tren chEs end pits which 

according t o 
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according to thE guardi~n a lso contain bodies of hostages 

~tho werE Executed thtrt , HE estimates tha t in all 1 1 200 

to 1 , 500 peoplE wert executed mostl:; with lmivts or axes . 

The letter testimony wo.s borne out b:J pcrtinlly exhumed 

bodiEs which I sm·1 which hr.d dHp wounds in the ba ck 

of the heed or n eck probabl~' i nflict Ed by o. ht:l.V:f !mitt , 

Apparently they were hostaGES taken in Athens during thE 

co.rl:; days of thE fightinG and who :·!trE systc~nticnlly 

cxtcrmincttd up til l the ELt.S withdrm·ml rro~ 1\thens , 11 

I~~ sorry to trespass on thE co~itttt . This is onE 

which onl y arrived this morning . It is from Consul - Otncrr 

Rnpp who is a t Salonika . 

"Between l p . m. and 2 p . m. ycstcrdny 16th Jnnuory 

31 sick c ivilians of whom 17 t() 20 ,.,crt in n dying 

condition wert removed by ELAS fr om the municipa l hos~itol 

ct So.loniica loaded on to bullocl~ carts in their paJ nr.1os 

(somE had pojana trousers only) and tokEn off to 

Vtrroia . Facts ore vtr11'1td by J.bt . Rlndis ond 

M, Zannas of the Ore Ek Red Cros s who f ollowed the convoy 

in a cc.r a few hours l a ter and distributed blankets . It 

is probable tho.t stvtrnl have already died from exposure . 

Sr H 1sh mill tnry authorities orE taki ng all possiblE 

steps to securE their i mmtdio tE return , " 

ThrEE dnys ago the r oo.ds l eading out of So.lonlko. 

were crowded with l ong col umn s of horse and bullock- drawn 

VEhiclES 
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vehicles which had bEEn brought in from the countryside 

ond had l eft with much booty and loot having stripped 

borE every house rich or poor in whi ch they could find 

anything l'lort.h carrying oway . I know perfectly well 

that thE Hon . M£mbcr for Ebbw Vole (!.1r , Bevan) would 

not stend for anything of this kind , I knol'l t.hat he 

would not but would rather throw o\1ay thE grca t odvon­

tagcs in an argument tho t stand for one moment for in­

humanity . I om not trying to suggest that Hon . GentlE­

men OPPositE even thosE who o r e most excited arE in any 

way associating themselves with this sort of thi ng and • 
therefore I om taking g reet pains to show what hos been 

going on and is going on in order that they may core­

fully watch their steps and choose their language in 

such a way as to keep themselves clea r of all taint of 

approbation. 

I givE my warning to nhot I must call t hE ELAS-itcs 

in this country and etscwherc . The prisoners orE cOining 

homE and thE truth is coming out . Two horrible stulti ­

fications await them. First thE rev elat ion a nd proof 

of the atrocities conunittcd by thosE V~hom t hey hove 

found it their duty to defend and secondly a g r eat sur­

prise is going to come upon them in the vote which thE 

Greek peoplE 
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0rE£k people will givt o...,out thtst matters r1hcn our 

purpose of frtt election has been achieved . I would 

worn tht commi ttc E tho t if wt ort going to tear our­

selves osundt r in this island over all the fcuda and 

passions of the Ballcan coW'ltrits which our orms and 

those of our Allits havt libtra ted •:It shall be found 

quite incapable of malti:'IC our influence count in the 

great settlement >1hic!1 awaits the end or the war . It 

is , I believe thE intention or the Regent and of Otnt rol 

Plostiras to broaden tht govtrl".mtnt continually but \'It 

really must lcavt this process to them and not try to 

inte r fere with it from day to day , 

It is only fair for me to tell the committEE tha t 

I do not believe that any of the existing authorities 

in Athens Will EVEr \/Ork OS COllt06UES nith thE CO!MIW'liSt 

lenders 11ho assailed thE city and brought as thty think 

ell these miseries upon Greece . Thert is a violent 

feeling throughout thE libernttd oren that thcrt should 

be no nmntsty . Even \lhtn "~ Vltrt thErE 3 wEEks ago ond 

when wt held only a small port of thE city most or the 

roads were dangerous , 'l'htrE werE bonds of mEn marching 

nbout poor clod men \'11th plo cords bearing the v1ords 

11 no amnesty . " Passions t h ErE art tensE and I em told 

that they 
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that thEy tend to become more tEnSE because of questions 

ond answers in this House . lie t ry to alloy thosE pas-

sions os r.1uch Ds we can . The Government have b EEn com-

mitted by mE to thE principle of 11 no proscr iption . " 

That mr Dns that no person wheth er ringl eadEr or other-

wise shall b e punished f or his po rt in the recent re -

bellion unless hr is found GUilty by a properly consti-

tuted court of ~crsonol breaches of the laws of wor or 

of thE privotc crimes for \lhich ordinary fElons a r E 

punished . This pr inciple has ~e"n a cce pted by the GrEEk 

Government ond ;:,11 statements t o the •'e:on trory a r c ov er- r i ddEn , 

Any s tatement which docs not conform t o it is over- riddEn 

by the quite dtfini tE tq~rccmrnt '.lhich I I!!O dE on thE spot 

i n respect of thE sE rna t tcrs ond r1hich I have every r eason 

to believe .vill bE mointo1ncd. It i s quite possiblE thot 

Gene ral Plostiros under tremendous pressure of people 

boiling with r agE and burstir~ for rcv"nBE may hove used 

some sentence s which do not correspond or stEm not to 

correspond nith thE interpretation nhich I havE placed 

upon it . But the position of His Majesty ' s Go ver nment 

has bEEn definitely tol<En up and our opinion i s I om s u re 

· one 11hich n_ill be treated with respect ond considerati on 

by the Gr EEk Government who ore so largely dependent upon 

our a r mEd for ces for their existence •. 

Mr . Bevan : 
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IJr . Bevan: This 1s of the utmost importancE. The 

Richt Hon . GEntlemen r.wy have heard tr.at statet:tnts arc 

bEing made to the Effect that the Government orE already 

weedin13 out from thE administration i n Athens ony of 

those persons nho l'EaEntly sympathised nith EAlt . I do 

not say it is true because I do not knon r~hat thE Riaht 

Hon . Gmtlcmc.n l:no,·•s . .iould he make it quite cn•toin 

that British arms uill not b: used to sustain a govern­

ment which doEs not honour in full the la'' :~nd thE pledge 

he has nor• givEn to thE HousE? 

The Prime llinister: I think thErE is a g rca t dif­

ference bctv1cen putting peo ple to den t h for t he crime 

of r ebellion or bringing them to pmol processes and 

making sur £ that your aovcrnmcnt departments arc not 

full of peoplE who arc wor:cinc for thE othEr :~ide . I 

am dcolins r•ith thE nholc question of n=csty t~hioh r e­

lates to thE penal processES of la11 such as imprisoru:tcnt 

or sentences of death and on a~csty certainly docs not 

mEan that per sons nho ore not trusted by the govt rnmcnt 

of thE day ,.,ill i mmediately be mode Cabinet ltinistcrs 

o r tha t employee s l'lho 11cre found to have le ft thcir 

posts in the crisis and talccn ,art i n the f i ghting on 

the opposite side t o the eovcrnmcnt of the day should 

be reinstated 

• 
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bt reinstated or left in their pcsitions . No one can 

stand for that ond I 110nt to b£ v ery careful not to 

lead thE Hon . Gmtl£1ol(ln thE IJtmbe r for Ebbll Vole into 

any idEas that I am j)romisinG something tho t got s be ­

yond the actual words I ha v e used . 

As I soy this principle which I h:lvt advised has 

been accepted by the Orcc!c Govcrnr.tcnt end I have no 

doubt it 11111 be observed while :ony of our forces re ~ 

mnin in thE country but afte r that Gr Ete£ uill be com­

pletely frE E and sovereign ond I cannot t £11 at al l by 

what t erriblE f euds the wrangle mny be carried on . 

TherE is , holltver , on£ further r ese rvation llhich I must 

mal<t . The pr omise of 11 no proscription" or amnes ty-~ 

nhich<ver te rm you prefer- -is depe ndent as r1c sq i t 

upon the treatment and delivery of the hostages and 

no al:llltsty could b e declared nhil£ thE :~osto.;es wert 

hEld in thE gr ip of ELAS "E thought it better tho t the 

fighting should stop. It is clnay s a good thing for thE 

firing to l ea ve off in a case lilt£ this r1he n you n ish 

to reach a parley . lie thought it better for the fight­

ing to s t o p and that who tc ver par ley took pla ce about 

hostCI(lES would co on more quickly a ft er firing lti't off 

than before . But let the r e be no mistake the name of 

Britain ond 
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Britain and the honour of our country a rc deeply engaged 

in this mnttcr of hostaers . \'It cannot let it be said 

that we made arrangements for all our peoplE to bE saved 

and left anything from 5 , 000 to 10, 000 Gr eeks men women 

and children to be carried off to the mountains by ELAS 

ond its r ema ining associates to be used a s a weapon of 

blackmnil not rncrcly to procure their oun immunity fro m 

the crime of rebellion- - for that as I hovE said is open 

to them if they tol<E th£ p roper course --but to be used 

to procure for them political advantages . 

I tell thE House quitE plainly that His Uo j rsty ' s -­
.~ 

GovErnment will discharge their obligations honEvEr pain-

ful with complEtE intrsri ty whc thcr it is popular or not.­

tc c.io so and that VIE shall not hesitate to r escue thEBE 

hos togc s c.nd punish thEir slaushtcr o r !ll:l l trEo tmEnt if 

we ore to continue to hold officE undEr the cro\111, 

The Choirrr.on: ~hE sitting will b£ suspended until 

2:15 p , m. 

Sitti ng suspended , 

On resuming , 

The Pr imE l.li nistcr : I finished before lunch deal ­

ing •:1ith thE Greek question and I quoted a statement by 

o British officer about t'1c bodies which \/ErE bring dug 

up. I hod not got his name then but it r~s since arrived 

by tr1Ccraph 

• 

• 
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by teler;raph and is Captain n. F . G. Blacl::1er of the 

Royal Ar tillery . !-:;: !:;OVe on eye -witness account . 

Now I t urn a very different theme and stor~· · I 

turn from the pinclc and ochre panor omo of Athen s ond 

the Pi raeus scintilla tinB with delicious l ife ond plumed 

by the classic glories and endless miseries and triumphs 

of its history . Thi3 must give 'OIOY to the main bottle ­

front of the nor . In this my chief cont ribution tlill be 

the recital of a n~ber of facts and fiGures uhich may 

or may not be OGrccablc in different quarters . I hove 

seen it SUB(lEStc<l that the terrific bottle l'lhich has been 

proceeding sino£ 16th December on the Ameri can front is 

an Ant;l o - Amc rican bottle . In fact hol'lrv cr the United 

States troops have done a l nost ell the fi.c;htinz and ho ve 

sur.lrrcd almost nll the losses . They hove suffered 

losses cliOOst cc;,ual to those on both sid(s in the Battle 

of Gettysburg . Only one 3ritish a rmy corps ~~s been cn ­

gased in this action . All the rest or the 30 o~ more 

divisions nhich have been fit;hting continuously for the 

last month orr United States troops . The Americans have 

engaged 30 o r 40 men f o r e very one ,.,c hD v c cngoged and 

the y ho v e lost 60 to 80 men for e very o n e of ours . That 

is a point I l'lish to make . Care must b e taken in tell i ng 

our proud 
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our proud tel£ not to cleim lor the British r r~ en 

unduE nhr.r~ of whr.t is undoubttdl~· the grretrst •. mericen 

•)t'.ttlE of the wer nnc:l \:lll I beliEvE bE rrgc.rdEd ns nn 

£v£r fr.rwu s J.mtriccn victory . 

I nEv Er htsitetr ('.D tt.r committee I thinl{ l'lill btr. r 

r1E witness to stc.nu up for our own sol dier s whEn thnt· 

echicvtr~Ents 1'~.vr b££n cold- shouldErEd or nE0 ltctcd 

or ovErshccioncd rs ti\£"J' sometimes r. r E but VIE must not 

forg r. t tb.ct it is to •. merle: n homes thr t thE ttlq~rr.ms 

of ;:r.rsonr.l loss es rn< r.ru.iet;' heve bEEr. goinr; c'urinr, 

the pt. at r.'Onth r.nd thr t there ht:.s been c br.rd end 

sev ere ordtr. l du r in,J thesE weEks for our brr.vt r.nd 

cherished clly . This ir !>liEs n o dispnr n{',Err:Ent of ou r 

ovm Exertions for \?: oL·r~clvr.s "· month or ti'IO c: rl iEr 

loot 40, 000 ~: En in o!)Enin:.; thE schEl dt . ThE b\ll k of 

our c r m;: on this occesion >"htn Von :tur.dstcdt cttcclttd 

\IC.S scp: !'~ t:d b;: scores of mil t s fran the l 1 pr";ct of 

the n E.• offtnsivt. ThEy could not possibl~· l:r.vE b EEn 

nove<' _nto b:. ttlE in l t r &c numb ers ;·Ji thout criss- c r oss in..., 

tl.E lin Es of cor.nunict'. t iO:" t. nd erecting utter confusion . 

Th E Br itish .. rlll'j stood r.nd stt.nds in its northern 

pos ition btti'IEEn the t nEr.ly t'. nd •. ntwcrp in c. strr. ~ Egic 

r.t tituc' r cc.pcbl£ of r.vcrt i n& r. ll possibility of I' 

mt:.jor disc.stcr , Our r r mits c.rt und Er the suprEME 

comr.tc.nd of 

' ,, 
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conrr~nd of Gcncrcl C:lscnhowcr t' nd we merch with c' isc iplinc 

wherever we e re told to g o . 

f,ccording to the professiona l cdvicc which I ha ve 

c t n1y cJ. ispos r. l v1ho t was d one to meet Von ftund•, ttdt 's 

count crstroke we. resol u te wise c.nd militEry correct • 

•. nr.p ncs torn op en rs r gcp c t. n c. lvteys be torn op en 

in c-. lim: t.undr ~ds oi mi les len&. Gcn;:rc l <::i s cnhowcr 

n t once ~eve t he c orr •. r n,· to t h e n orth o f th£ :;cp to 

Fi Eld llr.rsh!:. l l on t.,;om~ry :nC to the south of it to 

GEnErc l Onc.r ::.r r.d lcy . l rny o t hEr consEqucntic l uovc­

men ts wErE mcd E c.nd ri ,ht l y mc.d c a nd in t h E result 

both thEse highly skill£(, cc111111t'.ndcrs hc.ndled the V EI":/ 

l n r (; C f orces r. t thcl'· cll.ll!'Occl l n r. r.tl!nnEr wh i c h I 

think I O(;.}' ~cv 1ntl"11.'t e··c.t;1.ert. t i on rr.J..y b Ec Orlc t h E 

~todEl i c.x· ~1.~u .. ·.ry :~~ud· nts in the fu turE . 

f".to::i.d t.c r sh.:.J. liont(.O~Itry c t the cc rlicst nom ent 

c.ctJ.nv ·:: i t h Extrc.orclinr.r y p r oo:ptitud£ concentrr. ttd 

pov:trf ul British reserves r t the decisivE s t r c tq;ic 

poi nt . Hoving bun ph• ccd in comw.l!nd r.ll- he v~r. s by 

G En t t•e l '::is en how cr of ~.m Ericc.n fore til l c.r <) cr t l.c.n 

thos e hE holds f rom Hi R ~:c.jesty ' s Govtrnrnrnt or f roM 

thE Cc. nt.d ic.n ' s l c rger thc-.n thosE he holds in t h e 2 1st 

•• rmy Group 

c 
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,_rmy Group he fell unc ecs incly on th e EnEmy in the 

north end hcs f oucht t he bc.ttlc e ll the t ime fron tht-t 

pnrt of thE c sscil cd front . ThE United &tr tcs First 

J.rey which m·. s one of the 15roup of crni cs under Genern l 

Q,r.r &r cdley wes sever ed by the inr oc.d , lt ncs re-

inforc cd with extr r.:or6.1;u·. ry mili tcry cf·fic icncy from 

the Mctz r.rcr. by Gencr cl l'c.tton' r. c. rmy who hurled 

thEmselves on tbc intruder:: from the south siclc of 

Bnsto..;ne . Eiut t:ll the movements of th e colll .t.ndcrs 

would ht' vt bern 1'uttl E but !or the b r c.very of the 

troops . Ocncr n l Orner Br ttdley wr.s COI!I11t.nd1ng ,,mcriccn 

t r oops e nd so wcs Fi cld '·'!l rohn l J•.ontgomcry , :.11 these 

troops f ou.;ht in magnificen t fcshion end Gcncrcl C::is mhow cr 

bc:lc.ncin_, the s itueti on t.etween his tv1o conrnc. nders gevc 

them both t he fairest op:•crtunity to rcc lise thei r full 

strength o.nd quc.l1 ty , Le t no one lmd hims elf to the 

chc.ttcr of mischicf-mt.kcrs l'lhEn issues of t hts mos t 

momentous con~ cqucncr ere b c ins succ essfully d ~cided 

by thE SVIOrd , 

Lest 1t should be thou0 h t thc.t t he Brit~sh Common­

wealth r.nd C::mpirt r.rc not plc.yin(; their pr.rt in th e 

be ttlc of the Cont incn;; or i n thE ecn cr nl v1::-.r let me 

g iV E !l fEVI 
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c;ive e ftVI fc.cts ond fi_,urcs . •·. e r.re mcinte.inin..; et the 

present timE in thE field c.nd in our gc.rrisons the 

equivalent of upVIe rds of 100 divisions r.pert from thE 

V!'.st l•nvy r.nd i.ir Forces !'.nd !'.11 the ·:1orktrs in thE 

muni tions shops . t•cny of course e re not mobil£ but 

67 of thEr.l ere r t the front r. nd in constc.nt or frequEnt 

contect <~ith the tn~· . · .• e rre fighting incesscntly 

on three sepcrct£ fronts in Northwest Europe in It!'ly 

end in Burmc . or e ll the troops lcnded in Frcnc£ the 

loss cs sust cined in fightine; by thE British /:rrny end 

the Unit ed Stct ca troops h!'.VE been v ery l evEl in 

to the nuntb crs cngt.g td . or coursE thtr c cr c over 

pro9ort ion 
llS many 

twic t / 

/.mtricr.n troops on thE v1tstcrn front es thcr ~ r re troops 

of the British Commonwt:: l th . 'iie in fe.ct hr.vc lost hr.l f 

os mcny cs our /.mel•iccn .. llics . 

If you tcke kil led only British end Cc~dicns hcve 

l ost ~ lcr~cr pr opor tion then the Dnittd Stctes hccvic r 

thou&~"• the Unittd &tctes losses arc . 'ii e have tcken 

mccsurts which I r.nnounced some weeks ego to kttp our 

r.rmies up to the full strength wh!'. t cvcr the loos es 

ntl'.y be end a lso to rnnforce our divi sions --! wi sh thcy 

1·:erc r.tort numerous-- b" suppl cmentc r y units b rigr.d cs 

end so forth 
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~nd so forth to odd to tht strEngth of 

thE f oot who bEer tht brunt of two- thirds 

of thE los•Es of wrr . ..E thtrEforE fElt 

1.t nEcEsu.ry to mr.kt this dtmond for movE­

c rnt towcrds and into thE battlE of Lbout 

250, 000 cdditional men to be d r cwn from 

~vEry possible source in t hE nExt fEw 

months not only men but womEn , HowEver , 

in thE combr. t c.nt srhtrE of thE r.nti -

o ircrcf t br. t tE r1 ES n o wontan will go but 

c voluntEEr . 'l'hEy hc v E pr r.c ticc lly rll 

voluntEErEd . 

In the United States 
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In thE UnitEd StatEs nleo ExtrEmE mEasurEs havE bEEn 

takEn. LEt thE GErmane dismiss from thEir minds any 1.dEaB 

that t hE l ossEs or stt-bnoks of thE kind w£ havE wi tnEssEd 

will turn us from our purpos'E. WE shall go on to thE End 

howEvEr thE storm may bent ~d for mysElf I do not 

top.y 
hesitatE to givE my own opinion not dtssEntEd from by 

thE ExpErts with t·shom I liVE in constant contact that thE 

dEcisivE brtakin~ of thE GE rman offEnsivE in thE wEst is 

morE likEly to shortEn this t1ar than to lEngthEn it . 

WE must rEgard Von Rundsttdt'e attack as an Effort 

to dislocatE and if possiblE rupturE thE t rEmEndous on­

slaught a cross thE RhinE and SiEgfriEd lin£ for Nhich thE 

Anglo-AmErican armiEs havE bEEn prEparing. ThE GErmans 

no doubt hopEd to throw out of gEar bEforE thE on-fall of 

thE Russian armiEs from thE East this mai n strokE from 

thE WESt. ThEy haVE cErtainly lost hEavily in thEir 

Efforts; thEy havE cast at1ay a largE proportion of thE 

flowEr of thEir last armiEs; thEy havE mad£ a alight and . 
inEffEctual dEnt on thE long front . ThE quEstion thEy will 

bE asking thEmsElvEs is whEthEr thEY havE at thiB hEavy 

pricE dElayEd apprEciably thE gEnEral advancE of thE 

nrmi ts of the: t-sEst bEyond thE pEriod v1h£n 1t had bEEn 

plannEd? This is thE quEstion whioh no doubt todny thE 

GErman hE.:>.dquarttrs arE M X1ousl y nsking thEmsElvEs . 

I always 
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I always hEsitatEd "8 thE committ~~ wi ll bEar mE 

witnEss to speak at all about thE military futurE but it 

is my hop£ and bEliEf that by this violEnt attnck in ~lhich 

thEy havE lost pErhaps doublE what thEy havE inflictEd thEy 

havE in no wisE dEl ayEd or still lEss ajv£rt£d thE doom 

that is closing in upon thEm from thE wEst . Harsh as it 

may SEE:n to BP.y a tErriblE thing to say in dEaling 1'11th 

our 01-m prEcious fl Esh and blood it i s our intErEst and 

thE AmErican 1ntrr~st that thE 1-1hOl£ \'/EStErn front and 

thE air EgrrywhErE at all possiblE flying timEs should bE 

in continuous ac t ion against t hE En Eoy burning and bl~Ed1ng 

his strEngth away a t EVEry opportunity and on all occasion s 

if WE arE t o bring this horror to an . End. I think 1 t \'iRS 

not nEcEssarily a bad thing indEEd it was a good t hing that 

l argE part s of tht: IIE:sttrn front I'IErE thr01m i nto countEr 

battlEs in opEn country by thE EnEoy countEr b~ttlts in 

Oh£ forEsts undulations P~d hills of t h E ArdEnnes r athEr 

than that ~11 our troops should b£ compEllEd to advr~cE 

at t his sEason of t hE y~nr ~erose grE~t rivErs and DE~B of 

mud against linEs of c oncrEtE fortifi cations . It suitEd 

thE AlliES th~t thErE should bE ~s much fighting as 

possiblE in thE opEn country r a t hEr tlu>.n th"t tht: •1holE 

front should b£ crashing up against pillboxEs . 

In short ns I sEE it thE Grrmnna havE mad£ a violEnt 

and costly 

1 
... -
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and costly sortiE whi ch has bEEn rupul6Ed with heavy 

slaughtEr ~~d ~.vE EXpEndEd in thE EndEavour forote which 

thEy cannot rEplacE against an En~y who has AlrEady morE 

than rEplaced EvEry loss hE has sustainEd. ThEsE GErman 

forcEs arE nEEdEd now not only to support thE GErman front 

in thE wEst but EvEn morE to fill thE awful rEnts only now 

EmErgi ng upon our consciousnEss as thE tElEgrams comE in 

which havE bEEn torn i n thEir EastErn l inE by t hE magnifi­

cEnt onslaught of thE main RUssian armiEs al ong thE EntirE 

front from thE Bill tic to BudapEst . lla-rshlll Stnl i n is vEry 

punctual . HE would rathEr bE bEforE his t i oE t han latE 

in thE combinations of thE AlliEs . I cannot nttEmpt to 

s Et limits to thE supErb and t1tnnic EVEnts which wE arE 

now witnEssing i n t hE E~st or to thEir r Eactions in EVEry 

thEatr E. I ccn only say it is cEr t a in thnt thE wholE 

of thE EastErn and wEstErn fronts r~d thE long front in 

I taly whErE 2? GErman. di'O'i!lllons a rE ,:st111 hEld by no morE 

than thEir own numbErs will hEncEforward bE kEpt in 

constant fl amE until thE fi nal climax is rEachEd . ThE 

advancE of thE Enormous forcES of Sovi Et Russia across 

Poland and ElSEwhErE into GErmany and GErman-hEld 

tErritory must producE consEquEncEs of a charactEr and 

d EgrEE about which thE wisEst stra tEgists and thE most 

far-sightEd prophEt s will rEsErvE thEir opinion until thE 

rEsults arE known. 
Simult anEously 
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. ·' . Si c ultanEously with thE battlE of. thE Ard[nnEs anothEr 

battlE nloost ·as grEa~' hab bttn fought by t hE UnitEd StatEs 
world. 

1n thE Phill1p1nts at t hE cthEu ' s l dE of thE/ ThE Phillip1nEs 

and thE ArdEnnEs--two vnst military EpisodEs-- havE iJEEn 

procEEding simultanEously. ~ThEn 1~E think of the: diBt"nOEB 

to bE travEr sEd in t hE Pacific and thE vast consumption of 

ships and war m~te:rial e:ntnilEd of thE mighty flEEts nnd 

o.1·r force:s EngagEd as wEll as the: large: arm1e:s convoyEd and 

suppliEd i n EVEry dEtail WE must marvEl at thE t riumphant 

military strEnght of thE UnitEd StatEs now rousEd from its 

pEacEful frEe:-and-e:aey lifE to be:come: against its dEsirE 

thE gre:ate:st military powEr in the: world. •·1e: also marvEl 

at thE foll y of t hosE trEachErous eche:me:rs in J apan who 

eo ~1antonly calle:d out against the:m this incre:diblE 

man1fEStl'l tion of ar mEd powe:r. Ge:n e: r al l·!c.cArthur ' s re:cove:ry 

of the: PhilippinEs which is in fu~l pr ogre:es many months 

bEf orE it was e:xpe:ctEd is a f e:arful warning to thE J a panESE 

of the:lr lmpe:nding dEfEat and ruin. We: offEr our 

congratulations to GEnE ral l~acArthur and Admiral :amlt z 

on thE 1ncrEssing succEss and spEEd of thEir mighty combinEd 

opEr at i ons . 

I cannot 
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I cannot pass f rom this subjEct wi t hout mEntioning 

thE loss wh ich \?E haVE sustainEd and which I pErson1lly 

h:~VE sPstainEd in thE dE3th in action of my rEprEsEnL~tivE 

with GEnEra l .• ;acArthus LiEutant GEnEral LumsdEn onE of 

our r .. ost d i st i nguishEd and accompl ishEd off t cErs thE mnn 

\'lhO at thE vEr y bEginninG of thE 11nr in t l1E first contact 

with thE En Em;r brought thE armourEd car b::>ck in t o p opulnrity . 
' 

HE \IDS k illEd on thE port s tdE of thE bridgE of !'.n AmErican 

ship :~p;>roaching Luzon by a bot:b \lhich Adu.iral FrasEr 

himsElf thE Com~landEr- in-ChiEf of our ~;athErin ._ ilavy vtho 

happEnEd to bE thErE as a spEct:l tor only tsc~pEd b;; thE 

occidEnt of a fE t; sEconds , ThErE havE b EEn largE lossEs 

among thE h i gh commandErs in thEsE campai£n!h In Air ChiEf 

,:,arshal S ir Trafford LEic;h- 1!allorv and Admir::tl BErtram 

Ramsay v;E havE lost tvto out of t;1E t hrEE ':'ritish cor.1:. ~ndErS 

of thE ocpEdit1on across thE ch:~nnE l GEnEr91 .ontcomEry 

bEing thE solE survivor of thE thrEE . 

'lhErE is onE othEr camp:lil;n on •;;h i ch \'IE and India 

rovE EXtEndEd immEn~E Effort :~ncl whErE good fortunE h::>s 

attEndEd us -- thE :~dvancE of thE 14th Army--not foraottEn 

but watchEd c:~ rEfully thEir movEmEnts EVEr nttEnd Ed by our 

thoughts , '!hE advancE of thE 14th Ar r.ty i n rormony with thE 

GhinES E on 
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Chinese on its northern flank has carried them in on 

attock against the Joponese Army in Bur ma at some points 

nlmos t 200 miles forward from Imphal Kohilr.9 and !lyi tky ina , 

Now is the timE v:hcn all thE fierce fighti ng at these 

places l a s t y ea r t s rcnpine; it rewnrd , ThE s tuffing wos 

beaten out of t~c Japanese t r oops in t hese terrible conflicts 

in whi ch we had very heavy losscs - - 40, 000 British Indians 

and o t h ers at l east--and in which 11 far larger toll was 

token by d ise:~s c , I hod always dreaded the new cantpaign 

in Burua this yt~r on ar.count of the h eavy toll of disease 

which •'le march through the jungle cxac ts not only from the 

British but a lso from the Ind i ans and thE '.;est and E~st 

African troops who hove been fighting t h ere with great 

distinct i on . I dreaded it for that rosen and also bt-

ca.ust of the unitll!lglnablt difficulti es of supply through 

all thEse hundred of milts of gorges f r or.t I r.dia •1htre 

every bridge and culver t is s'lltpt OI'I='Y by torrcnti!ll rains 

where rivers rls t 20 to 30 feet in !I fn: hours and ove r 

wh ich a ll means of communic~t ton :~re so prltlitivt :~nd 

scanty , 

I had e.lways 

' 
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I had always drEadEd thE bEgi nning of this ntw 

campaign in Burma which nevErtheless i t was nece ssary 

to achiEVE in order that having rid Burma of the invader 

the large forces there mi ght acqui re thEir mobility to net 

in the final stagEs of thE war . Moreover thE obstinate 

prolongation o£ thE war in EuropE nEcessarily dtlaytd 

the movtm£nt to t hE East of many r£informccm£nts of a l l 

kinds . Soldi crs a ircraf t vE os Els of many diffe rEnt kinds 

used in amphibi ous operations were all dc lc.ycd although 

Admiral !&ountibattEn had bEEn ltd to count on them . First 

things havE to come £irst , But in spite of these 

disappointments h e end his dauntless army havE mad£ greatEr 

advance s than were r£quircd or Expected of th£m up to the 

present by the d irectives of thE high command and they may 

well be described as "on thE road to Mandalay" though I 

think from a different directi on . This rEfErEncE to the 

14th Army , moreover , tnkcs no account of the i :nporte.nt 

captur£ of Akyob on the coast with its airfi eld o place 

for which nl onc n considcr o.blc ExpEdition at onE timE 

seemEd necessary. It has now been pick£d up out of h:-.nd by 

thE troops of thE 14th Army . 

I hovE covErEd a s fo.r as I proposE to do today the 

dirftrtnt military theatrEs of thE war in which His MajEs ty ' s 

ForcES with all thEir ElEmEnts dravm from every por t of thE 

British 

L 
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Britis h EmpirE arE contEnding wi th~ut a momEnts surcEa sE 

of slackEning of tffc.rt . So it will g o on- - r:rr nt effor t s 

pulsat i nc t hrough the h eart of this s r.tcll island a rising 

again all over the vc.s t scope of the o')r:l!nonweal th a nd the 

&lpirE and not d~·inG away EVEn with the: long fntiguts 

monotoni ts and wrari s or.t£ trin ls which thE war i mpo sts ne t 

only on the :~En who a rE fighting but on thE mtn end wo r.:cn 

who st:\~· at homE rnd do a ll tho t i:J in them to ba'ck t h E 

solditrs at t h e front. 

WE havE rEachEd t h E 65th r.~onth of the war and its 

wEight hnngl hta vy upon us . No on£ kn or1s what strcssts ::.r£ 

wrought in thESE timEs b;r t !>i s l ong ptrsi sttncE of strain 

quit E above th£ ordincr:; norr.:~ l lifE of hum::m socirty . LEt 

us bE of good ohtrr . Both ln t he wtst end : n the ca st 

overwh e lming f orces ere r r.ngcd on our sid E • Llili t :.r:r 

victory r:D.;r bE dis t an t it will certainly b e costly but it 

is n o l onger i n d oubt . The physical ~nd scientific : oro£ 

which our foes hurled ur>on us i n thE early years has changEd 

sides and thE British Co= om:colth thE Unit ed Statts r.nd the 

SoviEt Union undoubtedly possEss the power t o beat dc ·::n tc thE 

ground in d~s t ~.nd a shes t hE prodi gious mi ght of thE wr.r-::lllkitl' 

na tions a nd th£ conspirc.cics which c.~ sailEd us . But r.s thE 

sEnsE of mortal peril has pc.sstd fr cr.t our sidE t <.: that o f our 

( ) crue l f oes they gain the stin ulus c, f despair end \'1£ tEnd to 

lOSE thE 

• 
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losE thE bond of combinEd sElf- presErvation or art in dangtr 

of losing it , 

ThErE is thtrEfor t dEmandEd of us a oornl and intEllect ua l 

i mpulsE t o unity and a cltar concEption and definition of j oint 

purposE sufficiEnt t o ovErbtr.r tht fltt ting rEinfor ·cemont whic: 

our EnEmiES will dErivE .from tht realization of thtir f orlorn 

condition . Can wt pr oduct tha t complEtE unit:r ~nd that ntw 

impulsE in till',£ t o a chiEvE decisivE militnry victory with thE 

l t :>.st possiblE pr olongati on of thE worlds :n1sEry or must Vl t 

f ell into j abbEr babel end discord whilE victor y is still 

unatt:>.intd , It sttms t o mt t o bt t hE supr t mE qu es tion a likE 

of tht hour and of tht agE . This is no n t w problEm in thE 

h istor y of manki nd , Very of ttn havE grEat combina tions 

:! lmost atta inEd succtss and thtn at thE last momEnt cast it 

away . Vtry oftEn by tht tri=phs and sacrificEs of c.rmiEs 

thEy havE rtnc•l td thE conftrtncE t ablE only t o cnst away 

what has bttn gaintd ~ Vtry ofttn tht tagl t s havt bttn 

squalled down by tht parrots , Vtry ofttn in particular tht 

ptoplt of this island indomitc.blt in adversity havt t asttd 

tht hard-won cup of succEss onl~· t o cc.st i t O\'lll:i ! 

I t herEforE con sidEr that this is a most gravE mooEnt 

t o address thE Houst and 1t is ont which a ffects tht mto'oErs 

of tvtry party--and a ll parti ts havE t hE crEdit of our war 

effort ; it is no monopoly to b t flung from sidE to sidE in 

Q s cmt futur E 
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some future par ty dispute--we arc all in this for good or 111 . 

We all come through 1t together . Very often I say these 

trouble s have ari sEn at a moment of success at a period when 

no one con doubt what thE ultimate rEsult will be and it is 

thE dutJ of all parties to rouse themselves t o their highest 

sense of their obligations and of thE sErvices which this 

house has already rendErEd t o the cause of freedom . 

At a t i mE like this it i s necessar y to concEntratE with 

clarity and co~wwnd and mental pErsevEra nce upon thE main 

practical issues with which wc arc confr onted and upon which 

we hope and believE WE arc in accord with our principal 
-:--

UliES . \'/hat for instancE should b e our attitude towards the 

terriblE foe~ with whom wE a rc grappling? Should it bE 

unconditional surrendEr or should 1'/£ makE some accommodation 

w~th thEm through a negotiatEd pEaCE lEavi ng them free to 

r Egather their strength for o renewal o f the struggle after 

a f ew un eas y ~·cars? The principlE of unconditional surrEnder 

was pr ocl aimed by thE Presid En t of thE United St ates at 

Casablanca a nd I endorsed it there and then on bchnlf of this 

countr y . I o.m sure it was right at the time it was used when 

t1an~· things hung 1n the bolcnoo against us r~h ich ore all 

decided 1n cur favour now , Should we then modify thi s 

dEclaration which was mnde in da:;s of compar atiVE WEaknEss 

and l ook of succ ess n ow that 1'/e have rE ached a period o f 

mastery and 
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mast erj' and power? 

I t.r.t clea r tha t nothing should induc e us to nbandou 

thE principlE of unconditiona l surr>ndtr and mtcr ir.to cmy 

form of nego tiation wi th Germany or Jopan under whatEver 

guise such suggestions may present themselves until t he ac t 

o f unconditiona l surrender hcs bEEn formallj' executed . Du t 

the Pr esident o f the United Stc.te s o.nd I 1n ~·our n ome hcvc 

repea tedly declared that the enforcement of uncondit i cnal 

surrender upon the tnt~ in no way relieves the victtrious 

powers of t ht i r oblizat1ons t o humo.nity or of their dutir.s 

a s civilized and chri sti =.n not i ons . I rc rd s omewhere that .. 
whEn the ancimt Athenians on one occasi on overpowered a 

t ribe in t h E PEloponnesus which had wrough t them grea t 

injury by base tr cc.chErous means and when they h c.d the 

h ostilE army herdEd on a beach naked for slauentcr t h ey 

forga ve them and set them free and t:1ey said : 

11 ~h:. s was not 
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"Thi s t~ae not dono because thoy weru mo;:,.; it Nas done 

because of tho natur e of lllf\n ." 

Simila rly in thi s t &mpor ,.o may no>< sRY to our ·"oes 

">~e demand unconditional surrender out ;;ou well kno•1 :1ot1 

strict are the mor al lini t o t·li t hin ~1hich our action is 

confined . '.~e are no extir_ns tors of: na tions or butoi:er s 

1 

of peopleo . \•le make no b P.r gain Nith you . 1./e accord you 

nothing as a ri~ht. Aban~on your resista nc e unconditionally . 

\'1e rema in bound by our customs and our nature" . 

There i o another re~son ~hy ~ny abr oga tion of the 

principle of unconditional surrender wou: 1 be most 

improvident a t the !;)re~ent t 1mo P<nC 1t is a reason by 

no means inconsistent ~·1i t:1 or contradictory to thot 1·1h1ch 

I have jus t give n. " e shou::..d have to discuss •·1itl'l the 

enemy 11hile they s till r enal ned ui t~. arms in thei r hands 

all the painful details of the sett:ement which their 

indescr ibable crimea have ma~e nooe <oary f o r tho fu ture 

oaf ety of Europe and of tho worl d a nd those when r ec ited 

in detail might ••ell becooe !\ greater obstacle to tho 

end of the s tr,.g p:l e than the brop.d gener al i sation t·•hioh 

t he term "unoondi tion::-.1 surrender" ioplies .• 

The Germ~ns knot·r perfec tly well ho•• these m".ttera 

s t a nd 1n general . Seve r a l countri es have alrcndy 
to 

surrendered unconelti onal .y/tho victorious Allioe to 

Russia to Britain ".nd t~e t he United St~ ~es . Already 

t hor o 1B 

• 
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there i s a tolerable l ifo a,>ointcd for the ir peoples . 

Take Finla nd, take I taly : ~hese ~IOO!)les h<tve not P~l 

been mass~cred ~nd enslnved . On th~ contra ry eo fn~ ns 

Ital;• i s concerned there Rre moments ~rhen one has P.l 11ost 

wondered •-1hethcr it uns they ~·ho hnd unconditionally 

sur rendered to us or thethcr we :.ore pbout uncondi tioru-lly 

to surrender t o them, This at lea s t I can oay on beh~f 

of the Uni t ed :lations to Germany : "If you surrender no~/ 

nothi ng thP t you 1<1ll h;:-.ve to endur e a f ter the 1·1ar uill 

be oor.tparable to ·~h.<tt yo~' a r e oth. wise goinp: to suffer 

during the year 194511 • ' 

-

P~ace t hough ba aed on unconditionnl surrender wLl~ 

bring to GerrnPny a nd Jay~n nn imnonoe i mmedi <ttc amel ior a tior­

of t he sufferi ng nnd a~;ony ·~h1oh nor>' lies bef ore t~co. 

lie the Allies a r c no monster s but l' ~i thful men tr;, ing 

to o f\rry for•~ard the l ight of the uorld trying to re. i se 

froo the bl oody r~el t er and confusi on in which ma nkind 

is now nlunged a struc t ure of pe~oe of fre edom of justic e 

and of l aw •!hloh s ystem s::-.ell bo ~n P.biding and la~<ting 

ohol ter for all. That is' l:c~l I venture t o set before 

the com;nittee t oday t he gr ave 1 soue called "unconditional 

surrender" which f\n lion. Gentleman op·.,osi te r eferred 

to--as he ~as quite entitled to do--the o t her day at 

ques tion time . 

I no1~ cone to the second of t he ma:n ques tions which 

lie before 

' . 
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lie before us namely to tho ~rinciplo which I have 

already dealt wi th 1n pt•rt1cular r.p ' lica t1on to Grocce 

Yugoslavla and Italy the quMtion wi:"t p r1ncinl e shOI'ld 

guide us in r egArd to countries Nhich we a nd our Al ice 

have liberat ed and also in rega rd to ti:~t quite different 

class German satellite atntos 11hich a re in one 1·1ay or 

another working their nrc\uous passage home. nore of 

course I can only spe~~ for Britain and i ts special 

res~onsib1l1ty . The expreos1on "?ower politics" has 

l a tely been used in criticism against us in soce qu~1·terc . 

I have a nxiously asked t ho question "what a re :,>o•;er 

po.J. it1os? 11 I know somo of our friends aC'ross the 

1~ater so well th!lt I nm !'lure I can ah1ays spealt frankly 

1·11thout causing offense. I s having a navy twice as big 

as any other navy in tho •rorld power s politics? I s 

having the largest a ir roroe in t h e ·~rld with bases in 

every part or tht! ,.orld l>o•·er _>o l1 tics? Is having a ll 

the gold 1n the world ~ower rol1 tics? If so we arc 

certainly not guilty of t:1oce offences I am sorry to say 

They are l uxuries tr.ot hElve ·>as s ed a1'!ay from us . 

I am therefore p:r .:.atly 1n<:l ebted to my fri end tho 

illustrious President of the Un!ted 8tntes four tiMes 

summoned by the popula r vote to the headship of the 

moot powerful community 1n the ·•orld for his def1n1 t1on 

of ' power 1)oli tics • 'lith th11.t marvellous gift Nhich 

he has of bringing troublosor.te issues down to earth 

a nd r eduQ1ng them to tha calc level of ordinary life 
the Pre sident 

3 
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The Pre si'"cnt <.rclr.rec. H. his 1•ecent messc.ge to 

politics r.erc "the misus e of pon er . " I am sure 

the t ,::· e r 
Cc . .-re ss / 

I con sa:; 

on b ehalf of all part ies in the House that ~:e ore nh· :· • el:r 

in agreement nith the ?resid ent . ' .. e go furthe r ; v·e <lefine 

our posit i on with even ,,,ore precision . \:c hove sn r r f ic cd 

everyth i ng i n t h i s nar . De shall emerge from it for the 

time being more stricken and i mpoverished t han any otl:er 

victorious country . ThE Uhited Kingdom and the 9r1tish 

Commonwes lth arc the only unbroken fo r ce which dec hre'l 

wa r on Ger ll3ny of i ts O\~n free wi l l. ·:.c declared \~ !l r 

not for a ny a mb ition or · _ t erial advantage but for the 

sake of our obl i tatlon to do our be s t f .o =- Poland aeo1nst 
... 

German aggression i n wh i ch oggrc s s i on there or tlst~lhtrt 

it mus t a l s o i n fairn es s be s t ated our o;vn s elf- prcocrvotl.o· 

was i:w olved . 

Af te r the defeat ~f France in June 1940 for more 

than a year nc were alont . Rc stood alone ; nc kept noth ing 

back in b l ood effort or treasure from what has no·: become 

the conmon cause o f mor t than 30 nations . · t sec~ no 

terr i tor y ; we c ovet no o1lf~tlds ; we demand no b:lseG for 

the forc es of t h e air or of the s ea s . ..c arc an a nc i ent 

oo~o•monwc:~ lth dwc' ling 1d wishir>" t o dwell at peace with­

in our ovm habi tations,. .e do :.ot set ours e l ves up in 

riva lry of b i gn ess or 1.15ht with any other cot.tmun1ty in 

the wor ld . 

. , 

• 
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thE world , .• c stand on our orm rights . 

WE arc pr;:parrd to dEfEnd them but we do not 

intr udE for our own advantagE upon thE rights of any 

f riendly country in the world grEat or sr.:a l l. ·. :E hnvc 

giVEn a nd sha 11 continuE to c;i vc EVErythi:'lg WE ha vc . i"IE 

ask nothing in rEturn EXCEpt that considEr:>tion and respEct 

which is our duE a nd 1f th~ t vtErE deniEd us \'I E shoul•l 

still have a 80od oonsclcncc . Let none t hErEfore i~ our 

own coun tr~- and c ou.oon•· en l t h or in the ou I s idE 110r ld 

misname us or trad~cc our mot~vcs . Our actions ore no 

doubt subjec t to hut.lan error but our li'.Otivcs in s~o~all 

thinGs as i n grEat art disinterestEd lofty and truE . 1 

r Eplusc thosE calunmits whErEVEr they comE f r om that Britain 

and thE British EmpirE is a selfish pov cr - ::srEEdy lam' 

greEdy dEsign ing notion obsessed by d:tr~< s chEmes of 

EuropEan intrigut or colonial EXp~ns ion . I rcp~l8E these 

aspErs ions \thEthcr they come fror.: our b Est friends or 

l'lOrst fo Es . L!:t us all n:~rch forr:ord :ObSinst the cncny 

and for the rest lE t 911 ~en here 3nd ln a ll countries 

scorch tnEir hE3rt$ devoutly as •·;c sh'lll ccrt'linl ~- continuE 

to do . 

I have tried a s 11tll 'ls I could t o covEr l n a t1oc 

wh ich is 
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which is unconscionably long for a spe ech but ludicrously 

short for the subject the mort prominent features of t h e 

world war , I will Just odd that we must keep our eye 

on Jet- propElled fighter a ircraft on the V- rockc ts ond 

above a l l on thE renewed U-boats mEnace . No doubt there 

a rE other dangers but taking· the pos i tion as a whole t 

hove never at any t imE been obl t to presEnt a mor t confident 

s ta tcmm t to thE House of the ever- growing might and 

asccndtncy of the United Notions or of the military soli­

darity of thE three great Allies . Political misundcr­

st~ndings • and difficult ies of a n essentially minor rank 

undoubtedly confront us , That is '"'hY I vtas so glad to 

hea r that thE ?resident said i n public on 1utsday th~ t ht 

wa s a lmost imtntd i n tcly starting to meet me and .. ltlrsha l 

Stalin somEYihErE or other and qu ite soon . The Foreign 

Secretary a nd I with our tn ilitary and techni cal advisers 

will b e present without fail a t the rendezvous and "when 

the roll is called up yonder we 1 11 be there , • 

I have great hopes of this conference because it comes 

at o moment when a good many moulds can be set out to 

receivE a gr ee t dea l of moltEn meta l and also at a moment 

when direct ::~dvanct may b£ made towards thE 1-lrgtr problems 

which will confront 
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which will conrront the victors and above all advance 

towards that world organization upon which as we a 11 

know the salvation of our harassed generation and thE 

immediatE futurE of thE world depend. VIE shall enter in­

to all these discussions with your sympathy and with the 

confidenc e of your support. Whatever happened the British 

Na tion and Commonweal th msy rest assured that Union Jack 

of freedom will for ever fly from the while clipps of 

Dover. 

\iiNAllT 

"' ' ' 
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Information reoeivecl up to 10 a .m., 18th January , 1945, 

K£QIIEWNEi\N. !light l4th/l$th , II . L.' s sank l enemy 
Jrart and sot 2 on fire north or Kalymnoa (Doclecancse) , 

2 . ~NT!·ijOBL!I .RIIIE OP&Bt.llliQ. 16th. U. S . Destroyers moe!• 
prom111ng attack ago i nst U-boat north of f,zoras . 

) , £UJa."Y .,TTbCKS ON SHIPPING . /, 16?5 ton ship sunk by 
undorwater explosion 170 miles east l.!alta . 

!:JLIT. RX 

4, WIW!!! FRO!IT , In the South , u.s. troops unsuccessfully 
countar- ettackecl German bridgehead over Rhine north or Strasbourg 
w~•re after initial gains they had t o withdraw. In the Saar , u.s . troops continued to attack Hatten an4 R1tte rshofen but 
fa1lo4 to clear either town tn face very stronc resistance . 

,..r4ennes Sector: U. S . 3rd .. rmy 1:3de average advance 
l mil e on a 12 mile f ront east and north Bastocne . Fir~ link now 
ac!.ilvecl by lst and 3rd u.s ••. rciu at Houftal!ze , In Holland, 
cleapito tog 1 minefields ancl extensive bridce demolitions, British 
troops yesterday r eached Echt, 3 miles north Susteren, 

5. E,SIERN FRONT. On the east Pruss1an sector Germans 
claim to have held Russi an at tacks south of Kvono- Insterburg rail· 
way . North Central Sector 1 Russians Rnnounco capture of 'rl~~rsaw 
in conjunction with offensive across river Narew north ot citY. 
"hich bosan 14th Jan. In 4 days' fighting advance of 24 miles 
has been ~ada on front of 6o miloa capturing omong other pl aces 
Ci echanow (47 miles N.w. War saw) , South Centra l Sectort on 
first Ukranian front Russian troops continue tho1r offensive 
and have captured Czestoehowa . , 

S. ~. In ,,rakan Secto~; our troops continue cake 
steady prosress Uyebon area despite stubborn resis tance which 
proving costly to ene~y . In Kaladan area West n!riean troops 
unopposed hcve advanced 5 o!les along road running south froc 
Kya~taw but opposition s t ill encountered east ot road • 

...u 
7. ~~EBQIIT.. ~ight l6th/.7th. 1230 Bomber Command 
aircraft deapatched\29 o1ss1ng) t l.!asdeburg 3?1 (lo60 tons) I 
clear weather, bombing good; Zei tz oil plant 328 (1324 tons , 
cloor weather, bombing good• Brux and Wanne-Eickel Oil Plants 
374 (1429 tons) , heavy cloud bombina concentrated; other opera· 
tiona 157. 

17th, 665 escorted U.S. hea vy bombers (9 missing) 
attacked o11 refineries Hamburg (351 tons) , railway centro 
Pa•i orborn (1031 tons) J. and re1lway vioduct Baile f old (94 tons) . 
Ro sulta unobse rved , Homburg targets in add ition attacked 
visually with r esul t s fair to sood , 

SH..EF (•.ir }, Bad weather restricted operations southern 
and central sectors while nor the rn soctor 1~0 sorties flown by 
fishte rs and fighter bombers , Escorted 32 Boautighters (6 missing) 
atta:kins shippins orr Dutch coast hit uncompleted hull 3/400 
t ee t lone and set on fire 3 minesweepers . 
0 • miQITSRRj~J!i.U . 16th , Untavourablo wea t her severely 
:-estrlct • d opere.t1ons ; 

'C:!l5 SF,CJlBITX 

~ . ~OCXZTS • 17th, 6 1ncidonts reported, 
1&ht 17th/18th, 2 ino1denta reported . 
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