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Distribution of true 
reading only by special 
arrangement. (SEC!IET-W) 

AMLEGATION 

STOCKHOLII 
llO 

January 20, 1945 

5 p.m. 

The following for Johnson and Olsen frem Department 

and "ilar Refugee Board is llilll 296. 

Board u.~erstands that Swedish Hinister in Washington, 

at the request of a private organization , is transmitting 

to the Swedish govornmo~t the .request that Sweden again 

appeal to the Corman Government to refrain from further 

extermination and persecution of the Jews remaining in 

German-occupied territory. 

You may indicate t o appropriate Swedish officials 

that t his ~verrur.ent would welcome an appeal along such 

lines . 

WRB: lieN: KG 
1/20/45 

STETTII!IUS 
(Cif/1) 

NOE . 

cc: l~iss Chauncey (For Sec' y.), Ackermann, Akzin, Cohn, 
Drury, DuBois, Gaston, Hodel, !.Iarke, l!eCormack, Pohle, 
Files. 

Regraded Unclassified
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WH- 59.3 
Distribution or true 
reading only by special 
arranGement . (SECRET-<!) 

Secret~ry of State, 

i1ash1ngton . 

246, Jorruary 20, l p .m. 

Stockholm 

Dated Jarruary 20, 1945 

Rec 1d J t.35 p.m. 

Cow:d.aoariat for Foreign Affairs , Foreign Office 

i!lforms Legation, has eiven SYiedish Legation in Uoscow 

infor.mat1on which indicates Sr1edish representative in 

Hungary ;·!allon'cer g i s safe and sound in t hat part of 

Budapest occupied by Russians , (This is our number 121 

for ilRB supplecenting our :::RB ll8 in reply t.o 'JRB 27.3) . 

Sr.edish authorities accordingly sugs est information 

given in DeJJartmont ' s 2566, December 21, 8 p .m. be 

conveyed throush American Embassy in Moscow. 

JOI!NSOII 

DU 

cc : Vdss Chouncey (For Sec 1:y. ), Ackermnn, Akzin, Cohn, Drury, 
DuBois , Caston, Hode l , Mnrks , IJcCormock , Pehle , Files, 

Regraded Unclassified
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C.AJILI '!0 ~ .AIID JCCCI.JLUIID, :BIRll, J'llOIC IIIPAil!ICIIH .uiD V.Uilll'IJOD 
IIO.uD, 

:Boarcl UD4netaa4a \bat 8w1ee M.lnhhr i n Vaehinctoa , at t he 

requut of a prlYah orcu>i .. Uon, h t raaealttln« to the &will 

Oo•ern.ent the requeet tbat Svtteerlaacl a«a1D al'J'eal to the Geraan 

Oo•ernaent to refrain f roa further esterlllnation ancl Jlll'lecution of 

\he J ev1 I'IMillillf: 111 Oo...,.._OC ~114 terrl\Ol'J', 

Tou aa7 i D41cate to appropriate Swiee otf1c1ale that tbie 

OoYel'll&lnt voulcl velcoae aa al'J'eal aloa& eucb l i nee , 

!IUS IS WlUI I.AJILI '!0 .uBlf 10, 3'13 , 

1100 p ,a, 
Janai'T ao, 194& 

Regraded Unclassified
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Dis tribution of true 
rcndiJ18 only by SJX'Cisl 
arraJ18~ment . (SECRET W) 

AM LEGATION 

BERN 

J38 

January 20, 1945 

6 p. m. 

'tho followi"'l for Huddle and UcClolla.nd fran Depart­

mont and ;;er Rot'ugeo Board in Y.'RB J7J. 

Board understands that Swiaa lolinister in 1iasbington, 

nt the request of 8 private orcanization, is transmitting 

to tho Swiss Government tho roquost that Switzerland again 

appeal to th~ Gorman Govor~nt to refrain from ~ther .-. 
uxturmination and p<>r uocution of tho Jews remaining in 

Gormnn-occupi6d territory. 

You may indicate to approprinte Swiss officials thnt 

this Government r:ould welcome an npponl elong such linea . 

riRB:MMV :KG 
1/20/45 

S'l'ETTINIUS 
(GHI7) 

ccs Miss Chauncey (For Soc 1y.), Ackermann, Akz1n, 
Cohn, Drury, DuBois, Gnston, Hod~l , Marks, 
McCormack, Fohlo, Files. 

Regraded Unclassified
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DD-756 Bern 

Dated J anuar7 20• 194~ 

Rec'd 11 :45 p .m. 

~ocretary of State, 

Washington. 

4ll , 'I'lrenty 

FOR 1'ffiB FRW lolCCLELrJ.ND. 

Kindly deliver following message from Freudenberg 

to Robinson of Acericen Christian C<Xllmittee : "I Nfer 

to your cable concerning remittance for cimade and our 

preliminory r eply or Januory 5, regulation pr eventing 

t ransf e rs via Switzerland seriously handicaps all acti-

vities ecumenica l Refugee Commission pa r ticularly our 

coordinating function and important work in Switzerland 

will be forced discontinue shipment medicines food to 

Fr&nce. Do not kn01< hem office expenditures will be 

covered. 'Ibis l <.oves us no 11111r gin for new tasks or 

emer gency appe&ls such as thoso recently received z'rom 

Rumania . H<m can v.o help in Shanghai and Italy if Sdsa 

&"edish contributions must be uaod for other purposes . 

It is legally poseible vrith sgroement French Government 

and S\fiss clear ing office transmit funds to France at 

rate mor o than twice that of r elation one dollar to 

fifty French Francs . Does this Tcgulation also apply 

cc : loliss Chauncey (For Soc!y1 ) 1 t.e'kel't'l8llll, Akzin, 
Cohn, Drury, OuBoia, Gae\ 0111 Hodel, ~ks, 
McCormack, Pehlo , Files. 

Regraded Unclassified



to church collections. 

Gratctu! it you will advise Madeleine Barot band 

over 200,000 French franca t~om your remittance to 

Pastor Toureille, rofugeo Chaplain, ~ho urgently needs 

funds Toureillea. Fin~ work tully described in r E>porte 

you must have recoived from Warneuis . 

Please send us turthor information this distressing 

quoation and substantial tunde ae soon possible. • 2:7 . YJ 

HtJDDIE 

' 

Regraded Unclassified
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l!R-727 
Dist r ibuti on ot true 
r eading only by epeeiel 
arra~eaent , (SI::cRET-1':) 

&ecreter y of State 

Washington 

415, J anuary 20, 2 p.m. 

FOR ltRB F'Ra.! IICCLELLIND. 

Bern 

Dated Ja~u•ry 20, 1945 

Rec'd :c:o6 p.m. 

Department's 272 , Jalluu·y l7, \oo'Ri31S 366. 

ICRC on ita own init.iativo baa filed t wo f onaal 

applicati ons ritb GermLn o.utbo:-itiu in course of 

past three maJths to socw·e peno! arion visit Bergen -

Belsen es well ae b~ving r. ade teve:•el "ad hoc" attempts 

to vi sit cem:o wi th view t c exerc!s·~ng closer contr ol 

over a r rival and distribut i on or t·elief shlpr.ents . 

Canmittee T.as flatly refuaa.l au·,h.,•ization by Germens 

last i n esrl;v December , 7'c my l·n )W] edge ICRC hes not 

relaxed its effor te . I ~loall , hw.ever, express 

Boerd's views to the3 on ·~is aubject. 

lftlDDLE 

co : Mis s Chauncey (For S~o 1y . ) , Ackermann, Akzin, 
Cohn, Drury , DuBois , Coston, Hodel , Marks , 
McCormack, Pehle , Files . 

Regraded Unclassified



, 

() 
• 

• 

AVH-736 
Diatribution of true ree.dillg 
on]Jr by special arr&Jl88ment 
(SECRET W) 

Secretary of States, 

Washington. 

416, January 20, 3 p.m. 

Bern 

Dated Janusry 20, 1945 

Reo ' d ll p . 1:1. 

FCR "lRB FRQ.i McCLELLAND. Department's 192 

Janusry 13 VIRB'S 360. 

As reported in legation ' s 6818 October l2 

Germans isuued press denial or any intention to 

exterminate inmates of Tuwiecim and Birkenau f ollow-

ing contrary n~port brought out by Polish circles . 

in LOndon that time • 

I ha"e never been able rece 1 ve reliable con-

firmation of reports circu.lated that general ordors 

have gone out to S S controllillg Jewish camps to 

kill all internees who ca.Mot be evacuated in face 

of Allied advance. 

Based on a great deal of fragmentary informa­

tion collected during past several months regard­

ing course of Nasi policy toward Jewish deportees 

iJl camps and more particular]Jr on very recent 

statements 

co 1 Miss Chauncey (For Seo ' y . ), Ackermann, Aksin, Cohn, 
Drury, Duboi s , Oe.aton, Hode l, Uarlca , McCor.ck, ~ble , 
·Files • 

~44 
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- 2- #416, January 20, 3 p .m. trCIIIl Bern 

statements ot two intelligent Jewish women who 

reached Switzerland during late December having 

spent three months in Auesohwitz {Oswiecim) August 

through Ootober 1944 where t hey were deported from 

Draney late July 1944 I thinlc it can be reliably 

stated that Nazis have abe.ndonod extermination of 

J ews as a general pollc7 and certainly of those 

cape.ble of working. On other hand tbe:y shoo ten-

denc:y continue doing ana:y on amall scale "llith 

elderly people and children. 

{2) Womn from Aussohwitz r eported that size­

able convoys {from throe to six thousand soule each) 

of Jewish nomen - they woro unnblo to observe move-

ments in men 1 s camps - nero transferr ed from l'larsafl , 

Radom, Lodzandkiolco to Auaschnitz and thence on t o 

Germany proper as labor during early fall of 1944 

in appe.ront ef fort on pert of Gorcans to recove 

t hem tram chance of capt.uro in ease of Russian 

advance . 

Present rapid Rusainn advance will undoubt­

edly rovoal whether SS oxtorminatos Je;, ish internooa 

tbo:y 

"'5 "' 

Regraded Unclassified
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-3- 114lh, January 20, 3 p.m. trom Bern 

they can' t evacuate since whole upper Silesian 

industrial l'<'lgion or Katowice . Beuthen and 

Gleiwitz is apparently honeycombed with nork camps 

or Jows deported from nll occupied or formerly oc-

cupied count ries . 

These wome n thomsolvcs were transferred along 

with SOJ:lO 200 other Hungarian o.nd 300 French and 

Dutch Janish wOJ:lOn trom Auas olmitz on October 31 

to a work camp at 'lfoisskircben noo.r Kratzay, 

Sudenland , This camp was part of Bnothor c01:1plex 

of Je11iah work c!lmps administered f r om concentration 
' . 

camp of Grossrosen nenr Brosleu. 

Transfer of similar group of 3500 Hungarian and 

Slovnk J ewish wome n from Aussclmitz to Bergonbc!lson 

(repor ted I.cgc.tion's 223, Janu..'lry 12) during late 

September 1944 constitutes f'urthor fragmentary 

evidence of this movement or J ewish deportees into 

Germany as labor. 

~ tno r1oman r epor ted thot no indiscriminate 

shotting of intornoos occurred in Ausschnitz, thot 

thoy observed thoro as littlo wanton brutality ~ 

•solocti on• of ill for extermination and even some 

slight 

£tG 

Regraded Unclassified
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- 4- #416, January 20, 3 p.m. from Born 

alight effort on party of camp authorities allow 

them to recover . Neturalzy mortality r ato in ell 

such l'lork camps is high duo mainly to under 

nourishment unhysionio conditions nnd especially 

to cxposuro for leek of sufficie nt clothing. 

I shell continuo to report any further r -:-

liable findings along this lino nhi ch I can moko . 

HUDDlE 

f!SB 

"'7 t t 

Regraded Unclassified
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B&S 
Distribution or true rsadina 
only by speeia1 arranaeMnt. 
(SECREl' W) 

AMEMIU.SSY 

!NK.U!A 

January 20, 1945 

6 p.m. 

95 
The following tor Katz'h is WRB 138.., • 

With reference to y~ur 29 of January 6 the Board pea not 

(repeat not) been abl~ to obtain permission tor you to proceed to 

Rumania and Bulgaria. 

In view of this and in view also of the decreased poaaibili-

ties for rescue in the Balkan area, the Board would appreciate 

your recommendations with regard to the closing of the War Refugee 

Board office in Turkey and your n turn to Washington for consulta-

tion. Andre11s agrees. 

In view ot your 51 of January ll, it is assumed that if you 

decide to close ths War Refugee Board office in Turkey, Miss Bixler 

will accept other omplo7111ent in Turkey whereas Krs. Henderson will 
,~ ... ~ ...... .., . 
reti!Z'n to the United States. The Boa.rd has co (repeat no) objec­

tion to Mtss Bixler's accepting other employment provided that 

this is agreeable to you. tt ia tbe B~'" un<!erstanding that 

no (repeat co) ccrtifioate of availability will Qe required for 

Miss Bixler to accept government employment with other !lllorican 

·agencies in Turkey. 

WRBdiiiV 1 KG 
1/19/45 NB 

STETTINIUS 
(GilL) 

SB 

co 1 Ilia a Chauncey (Far Soo ' y.) , jp}c&rMDc, .&bin, Cohn, Drury, 
DuBoia, Ge.aton, Hodel, Marks, llcCoraack, Peble, Filos. 

• 

Regraded Unclassified
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MF-492 
This telegram must bo 
paraphrased before being 
communicated t o anyone 
other than a Gover nment 
Agency, (RESTRICTED) 

Secretary of State 

1iash1ngten 

92, January 20, 4 a . m. 

Chungking 

Dated January 20, 1945 

Rec 1d 8 :42a. m. : 

TO SECRETARY OF TREASURY FROH ADLER. 

Bishop, Treasurer of United Clearing Soard in 

Chun~king, tells me that his New York office has 

informed him that Treasury has permitted Olearing 

Board to sell negotiable oheclts in China. Would 

appreci ate ybur confirmation, 

HliRLEY 

1(SB 
• 

Regraded Unclassified
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COPY 10._14. 

9 f1aL l'O. 23 

:rntorution recehed up to 10 • ·•· 20th Jan. 145. · 

' -· Uorweg1an Wtttra 

One ot H.M. submarines on 11th torpedoes large 
escorted U- Boat on surface north ot Trondheim and on 16th one 
~ 

1
000 ton cargo ship which lett ainldna. 

2 . East Indies 

One H.M, submarine is overdue and presumed lost . 

18th. R. N. and R.A. F. Base Mauritius considerably 
donaged by cyclone but no naval casualties . 

3. Enomey attack on shipping 

18th, 3036 ton Norwegian ahip mined otf River Humber 
now in tow. 

MILIT,\RX 

( ) 4 1 Western Front 
Sout hern Sector: llorth or Straabourg troops of 7th 0 .S. 

Ar~ reoained some ground in enemy bridgehead West of Rhine while 
turther north heavv fighting continues round Hatten and Rittershofen. 

Central Sector: Third U.S. Army has now established 
bridcehead across River Sure which includes Diekirch. Further North 
~ .S . First Army has made slight progress and now within four miles 
St. Vith . 

Northern Sectort British attack North of Sittard has 
mo ~ e further pro~ress despite particularly severe <~esther and 
foirly hea ,•v resistance. 

5. ~stsrn Front. East Prussia Sector: Russian troops have 
cont nue advance and now 15 miles from Insterburg. 

Central Sector: West of ~arsaw advance continues on 
broad front and important industrial centre Lodz captured. Further 
South, Geroan-Polisb frontier reached 70 miles East ot Bresgau. 
Cracow now occupied as also Tarnow (45 ailes East Cracow) . 

Southern Sector: South of Szekesfehervar (5 . !'1 . Budapest) 
Ru3s1ans report having to give around in !ace strong opposition. 

6. Burma. Araltan Sector: Cor:.manding feature three miles North 
Uyebon captured and determined counter attacks repelled . · 

0 All! 

• 
rocket 

ee·ttll~~~~~~ffi~· 18th. lled1um bombers 176 (aissing 2) a Brenner route with good results. 
ngn•,er bombers and f i ghters 952 e!fecti vely 

a:tecked and Po Valley destroying five bridges 
3nd cuttin~ roads and railways uey places • 

Aircraft 141 successfUlly attacked tarcets Yugoslavia and 
s~1pr1ng Dalmatian Coast. 

··--: SECURitY to 7 a . • . 2Qth 

.,- . !3oeketl, !Iicht 19th/20th, Pour 1ncldenta reported , 

Regraded Unclassified
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Januaey 21, 1945. 

Dear !lr. Secret&r7 1 

1'111• 1AI jwlt tc eclmowledge receipt 
or 7ouno or J&mi&I'T 19 'lllbich 1e '"17 1ntereeUJ\c, 
aDd tor lllnch I Mnt tc thank 700.. 

I enjO)'ecl the 1\lllch TC7 IIlah. 

Bollonb1e llem7 J'IOZ'Itnthau, Jr. 
Seoret&J7 or the '1'reuu17 
WUhinctoo, D. C • 

Regraded Unclassified
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COMpli•••rnt~ of th 
.WOODR0\1 \\" ll.l ' F{ll:l<J 

s w~"' 4otlt st~·t 
.New Yell'k, N.Y. 

'1'111 WCilW WIIZ BROADOA8TDO P<JniDA!r%0. 

1a oollaborati~ with 

'1'BB OARIIIOD BllDOWMII1'1' POR IJTBRJIATIOIIAL PBAOB 

pre .. nta 

8 8 B Y 0 :If D V I 0 T 0 R ytl 

PROO!Wf /178 

8 puab!rton O&u and ~ Poatwv 
soolai Weitai'i 

-.ith• 

111'0 Artbllr SWeetser, Obai- ot tbl 
united Ratione Iilto~t1on Board 

I 

•• 

' 

254 

Regraded Unclassified
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Pr061'!!1 f/78 
.&DOUICBRI (In C~ar) BefOIICl V1otol'f' 

JIJ8IOa (~are--Bella) 

AJJIOOJICBIU .&re 70\l loold.na 8 Be)'oa4 Vioto~' When the· guna 
are allent, w h~ the 11ghta go on a,;alnt ~"rhen 
notlllf7 1a ours, what sort ot world abal we 
ab&pat 

•naa 

That fa wbat ' 8 Bey0Dd. Victol'f" considers each week 
at thla time, when outstanding apeakorD talk on 
our probleu ot tCIIIOl'l'OW whloh muat be tacod 
toda70 •seyond Victol'T• comes to you eacb weak 
througll tbe cooperation ot the World Wide Bl'oad­
caatina POilndation and the Carnegie Bnl1owmant tor 
International Peace. 

Thie woek we bring 7ou another discueeion ot the 
prcposa! s tor a general international organization 
recentlJ s..tg&eated by the <&-power cooterence at 
Dulllbarton Oika. For this prosr- we have the col­
laboration ot the Ocmais_aloo to Stud7 the Organi-
sation ct PeGce 0 ~ this prog~ we praaent Jtr. 
Arthur Sweetaer, Chau-n ot the United lations 
Information Board. 

arr. SWeetaor, tho Dumbarton O.ll:.a propoaala eall 
tor tbo tol'lll& tlon ct a Social and BcOCICIIIiO COilDCUo 
lD. vin otyour 2& 7eara ot experience, tirst with 
the American Peace CCIIIIDlaaioo 1n Parle attar the 
laat •r, then with the League ot lationa 1n the · 
1ntar-w.r period, and now with our own govai'DIIent, 
what part do 70il think such a Cou.noll wou.ld pla7 · 
1n the c:rgan1sat1oo or peaoet 

ftlla ia, I think, tar &D4 a•7 the -at cooatl'IIO­
tlva part or the Dlabarton Oaka propoaala. Our 
tlrat lob attar tba wr Obn.Oil&l.J' ia to prav'nt 
•otblr wr. Tbat lob, bOwver, ia a aoa eb&t 
naptive one, &JI4 then we have to 40 Oil h'oa there 
to •• the paaoe rea117 WCI'th h&v1Jl8 and preaerv-1111• You. have aoM'tlbat the .... ooapariaOD 1n the 
o1t7 or town where obv101l817 7011 a1at have a tire 
and police 4epartwent to prevent d1aaater but 
hanna done tbat 7ou· want to ao turtbar ahead a1ld 
have a aobool 87atea, a publlo roo4a depart.ant, 
a o~t7 center and all the other th1naa that 
•Ire paaoe wortbllbilee 'l'llua the aooi&l work ot 
the new acenc7 ia both s-diotel7 uraent and 
val'J proa1a1J11 ovar tba 10111 pul.l• . . 

I aee the loac-.... aapeot ot 1t olaarb. bl* I 
dcll"t quite \IDdereUM mat 7011 .... bJ tfae s--
41atel:f IU'Ient pan. 
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IWB&'l"IIR I 

HAlUla 

SWBBTSBRa 

BAIL! I 

a • 
'l'ba\ .ia tGl'J a111Pl•• lalre the queatl<lll ot dlaeue 
f# c11'Q1 a4d1ota wbioh wUl flare up after th1a W:D 
aa attar evel'J other IOOlal upbeaval 1n h1ator,r. 
Ali'OAdft t<?r 1nataDOe1 ... have alAI'Idna report. ot 
the baaUID1JI&• ot an ' J.ntluenlll eDidemto 1n Baatem 
Burope which o011ld tob an ptol3. toll amodgat OQJ'. 
troop• abroad it it ... r:' allowed to spread eastward. 
Miorobee ~o not atop at national trontieraa tbl7 do 
not bother about vi•.•• The7 can be met onl.J bJ 
a oomb1ne4 attack bf ·tbl ~iaod health reaourcea 
ot the Wf#ldo 

Didn't we have JDUOh the eame a1tllllt1on with 1tlu 
attar the laat war? · 

Yea, bllt atill more ao with t]1)hua 1n Baatem 
Poland, m ere tho newlf organized League ot Nat1ona 
Health Service did ita tirat ~1g job 1n bu1ld1na 
up a barrJer tor the protection ot the Weatem 
countries. 

How muoh ia lett ot that Health Service, bJ tbl 
WUJT ' • 

SIBBTSBRa There 1a a gr011p ot ottioiala 1n Geneva at1ll :p11b.J 
l1ah1ng tt. BP~BIIIOLOOIOAL BULlETIN, 11a11e otllera 
1n I.ondGIIl who Jullt a couple ot montba ago bro~t 
about a world-wide atandnrd1aation ot the new drug 
penicillin, and a Health Re11earoh Unit 1n Waabing• 
ton to cooperate with UKRRA and g1vo it the bonetit 
ot a quarter oenturJ'• exper1onoe w1th011t the need 
ot dupl1oat1GIIl• 

• 
HAlUla Wbat w011ld happen to thole aaonclea under the new 

organhation? 

SWBB'tSBRI 

HAILBI 

SWBITBBRa 

I ahov.ld Smog1no tb.,- wou.l.d oertalnl7 be talqln 
and iler&ed '!11th it &I VOlu&ble &IIOtl trCII tba 
paat. 

You. nlao 1111ntlonod drus•• Ia that golnl to be 
.UCb of a probleat 

untortunat•lfr · ,.ea, a desperate OD8o Atter ·ever, 
grea~ upheaval, tho drug trattloker baa an open 
aeaaOsi.J moreover, blm4reda ot thoui!Uida of people 
bave beoc:ae ac!)uatCIIIIIId to druse, not ODlJ thole 
wCNI!de4 1n battle, bllt al80 tlloao unable to aleep, 
Here aga1A twa Leap ot Jatlona aaenolea Gill 
an"-"'IIU'Ootloa are OGIIltlnUlJis to ~te, partl7 
1n LondGIIl and ·partlf 1n 11aahlngton. 'lbt7 KYO 
reoentlf S.aaued ura•nt wamingl 011 tllla ilul>Jeot 8114 
Jlaye areatl:r a14od the oooupJlnc ld.lltar,. autbori• 
tloa to ... t ito · 
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HAILBs Could thuo aervioee auo be inoorpol'lltGd 1n tho new 
oaenoJT 

HAILBI 

Yeo, all the 1110re eo beoauoe tbeJ are partb baeed OQ 
oeparato lnternatioDal treat1oe alread7 ·ratltied bJ 
our Soneto, 

I ee'cl. Tbeao tunctiona are obvioual{ urgent and 1m• 
porto.nto But theJ all seem eo negat ve, 

Yea, theJ· are merol7 ' tbe prolimlnariea ot eatet7 and 
docendJ1 eo to epoo.lce Fr<lll tbore, it 1a eaeent1o.l to 
go on tcS moro poa1t1ve work. And there we have the · 
ver)T roo.l poaeibility ot o. higher state ot world 
health . tho.n ever before ln tho hi at or)' ot lllllllo 
Studiee •during the PflSt 25 yeara, po.rt1cularlJ the 
wor~d network ot nutrition 1nqu1riea and oailmitteoe 
eet up by tho Longuota Heel~ Committee; have eetab• 
liabod atcndarde ot food end diet whiob1 with VOrJ 
littlo effort, co.n make man boelthior tben be baa 
ever been 1n hie hiatOl')'. It 1a not o.t o.ll surpr1e1ng 
that tbll t1rat gonoral Onitod Nations Contoronce to 
be celled wee that at Hot Spr1nge, where o.n immense 
progroaa ria ·made end lnYO.luo.ble groundwork lo.id for 
tho tuturo. 

HAILB1 That' a o.wtully interesting. I co.n· aoo thie on the 
phfeicel e1do or Ute• ao to apoilk, but wbat o.bout 
quoetiol\8 ot a more aocio.l nnturet· . 

SWBB'l'SBRI I euppoao the moot taport;p.nt queat1cm bore would be 
1nduetr1al end lo.bOl) probloma0 We have tho oxtl'OIIIO 
good tortuno ot having available 'and functioning a • 
greet egonc7 known ea tho International lAbor Orsan1· 

BAIUh 

SIIBB'rSBR 1 . 

' 

IIAILBI 

' 

.)Jation, Which wo.e created attor. tho leet Wo.r, ln pert 
cm our own Alllar1co.n 1n1t1o.tJvo, and tbicb hae OCD• 
tinued qpclrat1ng throughout thie Wo.r1 with ito bead· 
qucrte11a tro.na~orred l'r<lll Genova to llontreal1 end 
two iJ:'eat international oontoroDCee bold at •ew York 
and Pb1ladolpb1a. 'l'be I.L.o .• ie an aotbe;. enerpt1q, 
~or.,ard-:olook1ng 888DOT• brlng1na tosetber repreaenta• 

. tivoli, ot gon~nte, ot ampl070r .. , and ot workerh 
and oODAt1tutee a definite teobnioal world •agenaJ ot 
ita QWD0 • • , 

• I 

But What would ita relation be ~o the new apnaJ? 
• 

I think tbat ia prettJ olo&ro All proaant plana pro• 
ddo tor the I.L.o. to ba continued on aa the United 
Jationa agiiiiOJ ln tbia tiel... It bae a rioh h!,etOl'J 
and beritaa•• a ek1lled atatt, and a whole network ct 
treatiea and oouventiana bebind ito • • • • 
a&t I often beU' it a&id ,tbat there ia not!l1.nc 1n the 
J)pbertOD Oaka propoeal• ~rd~ the broader quae• 
t1CD ot '""" righta 1n a*n•nl0 • 

' 
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• • 
~ that 1e not at aU true. Chapter 10, S.oticm 
1.1 detin1tel7 pr~idea that, and I quote 1 •Tbe 
ara&ni&&tion Abould taoil1tate aolutiona ot inter• 
D&Uonal eocmcm1o, aooial and otMr bwlan1tar1an 
probleu and prc.ote reapeot tor h•pn rtahta and 
fii.Ddamental treedo.a.• 

JIAIIB1 That ..... broad enou&J11 but it 1a alao prett7 
brier. · 

SWBBTSBih Yea, ao ia the Interatate o-roe olauae and other 
proviaiona ot the Amerioan Oonatitution wb1oh have 
been eo w1delJ developed b7 aubaeque~t legillation 
and preotioe. Tbia 'olauae g1vea the crgan1&&ticm 
the author1t7 to go juet aa tu 1n all tbeae tiel4a 
aa the nationa -7 be 'liilltns to go when tbe7 ban 
tilDe 1n the calmer mo.enta and when tha atol'll8 ot 
war will baYe paued to condder tbeae queat1ona0 

JIAIIJh That •7 be a10h or little. 

Yea, ot courae1 l:JuMn l1bert7 ia a •e~ preoioua 
th1n&J it oan be aeoured onl7 b7 tightin& tor it 
eve~ hour ot the twent7•tour. !lo dOOUIIOnt oan 
aaaure it tor all timeJ it ia onl7 tbe moat oeae,­
leaa vtail and ettort traa one generation to 
another, that -kea it pea.aible. 

BAILBt I do not aee in the new propoaala aa muoh attention 
to dependent ptloplea, andated aroaa, and JD1nor­
itiea, a a in the laat aettlement. . . 

SWBBTSBih •o, thoae queatlona have not 70t been apelled out 
1n tbe a._ detail, partq beoauae alOh ot the 
aptem and l aw eatabllabed duriil& the paat ~~eara 
attu re•1na 1n beins, putl7 bioauae tba r­
ton O.ka propoeala a!Md to la7 out the whole aen• 
eral proaraa retber than to oo.plete aU ita 
detatla. Tbeae queatlana, howeYer, are in the 
toretront ot o011a1deret1on tor the tortboo.lns 

feneral U'llited llaticma oonterenoe, putioularl7 
be queation ot •""•tea, wbere the aJ&t• eatab• 

11ahed Wider the teaaue ot ••tiona et111 r8M1na 
1n toroe, ••en it it U not aot1vel7 operattna. 

BAILi a Could tbh alao be taileD ~r 'bJ tbe new aaeno7t 
• 

SliDl'SBRI 
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BAILBa a&t 18 AD7 pl'ogreaa l1ltel7 1n tba at1ll broad field 
of ideaa and pb1loaopbJ1 

SWBB'l'SBRa Ooodnon, 7 .. , and I ahwld .. ,. tbi.t thh ,aa U. 
areateat, tbDu&b perhapa the moat d1ttioult1 field· to 
define. Tbo Loaaue ot lationa ba4 u · Oraaniaation, 
liD Inatitute, and a oba1n' of national o~tteea · 
ar01.1114 the world operating 1n tbla ooloaaal tield, · 
aDd ~t~lated aaftJ uaetul ideaa reaarding ~oati0111 
tbe· teaoblna of b1at017, the u.ae of pl'aaa aDd radio 
1n the cauae of peace, oto. It ia intereat1na tllat 
uotbor ot the earlier agencioa planDed 117 the United 
lationa baa boon ono on education, wbioh called for1b 
a n~ illlportant conference 1n London several acotba 
aao. The poaaibilitiea tor m•man advancement 1n the 
vaat realm of idoaa aro alaoat unl1a1ted, and are 
arowing evor wider with ~aoh toohnoloaioal advance of 
proaa, radio, oinoat and now toloviaiono All of tbla 
oan bo put to tbo aenioe of hnNn advancement 1n a 
wa7 wblob not onl7 baa never boon poaaiblo before but 
baa never even been dreamed of. 

HAIIB: Would thia II!B&n any kind ot aovorn~M~nt control! 

SWBBTSBRI Wot 1Ddeed, quite tho oCilbaJ7J it wwld ala to take 
otr aovernaent oontrola, At the proaent ao.ent ao•­
ernaonta auat, for obvious reaaona of ailita~ aeour­
it71 exerciao a vo~ oloae control of nowa and infor­
mation aaonaat thoa. Onoo peaoe ia eatabliabed1 how­
ever, .thOJ can enoraoualJ aid the now of newa 07 · 
removing 1mpodiaonta to aooeaa to it, taoilitatlng 
travel through eaay paaaporta, apeoi&l ratea, oto. 
and 117 reduclna the ooata ot tranad.aa1on. 

HAIIBa All thoee variou.a tJl)Oa ot work wbiob 7011 bave am­
t1oned would, I underatand, bo part ot tba aooial. 
aotivitiea ot the now United lat1ona orsan1aat1on. 

Yea, a· part, but onlJ a part. 'l'tleaa are but a few 
hf&bll&bta which ataDd out aa a1read7 aet up 1n the 
put or aotuallJ 1n formation todaJ• 'l'hla 11 but the 
beslnnina ot wbat tbla international aooial agenoJ 
al&bt do• · . 

It oel"ta1nlJ looka aa ~ it would not laok tor 
work. 

SWBBTURa Oil the contra~, it wUl be O'ferwbet.ed witb reapon• 
a1bil1t.1aa tr011 the ~t it atarta. 'l'tle world ia 
beina knit tosetber eo rapldlJ nowada)'a b7 the srowtb 
ot population, tba 8pl'8&d ot o~roa, ana the rafid-
1t7 ot oa.un1oationa tbat neitber a dlaaaae nor an 
idea can atart 1n ~ part of it but 'llhat •7 lave 
repero~U~aiona aU over. We bllft tlWica .abro&d, both 
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~aioal. aJI4 .ol'Gl trca Q1ch ·we JW~t proteot our• 
aelna .. but When that ueaatln tuDot1011 1a per­
tor.ad, we bave 1noaloul.able pine to .. oure trca 
tba dovolos-ent ot IIIIUlkind 1n all ditterent coun· 
trioa. We can oach loam trca the other and add 
our own bit to tho patrl110117 ot •nkind. The 
aooiAl araan1aat1on ot the new United lat1opa 
aaono7 wUl aerve not onl7 to protect ooch and all 
ot ua trca illa ot either a pbylical ar an 10oo· 
locioal ordor which •7 threaten to arlaa 1n an,.· 
part ot thll world, but1 taz: __.. t..portant atlll.t 
wlll all.ow each and all. or ua to beDIItit traa the 
experience and tho lcnowlqe ot other peoplea oll 
ot'er thll world • . . . 
Well, wbPt wiU tile "llltlon ot th11 new orpn1aa­
tion be to the IOCurit)' OrSQn1Bation? 

SWBBTSIR: The aecurit7 aection ot the new Upited lotiapa 
aaeno7 1a a pr1aor41ol neoeaait7 tor el-ntarr 
aotet7 aaoinat war, oa ia o police and tire depart• 
•nt 1n a cit,. aaoinat riot or oontl.ajp'Gtion.t and 
the econcaio oraon1aation 1a eq110ll7 eaaentiol. 011 
tba bread-and•butter aide ot lite, aa ia a depart· 
... nt ot .Q-erce 1n nat1<mal oraan1aat1on. Bllt 111M 
aoo1al araaniaation repreaenta the t1nal apex or 
the wbol.e 1nat1tution, oaloullted to a1ve .real lub­
atanoe and •anina to ·bwaan lite on thie p].anet. 
It · ia tbua one ot the moat v~tal el-nta to devel· 
op, jua.t aa it 11 a ver,. dittioult elemcn~t to 
deaoribe and toroGOit. 

!'hla ia 7our tuture we are d1aouu1D&J we want to 
u Jlilar tro. J'0\1• 1flo1te tor a QOPJ ot thia br0114oaat 

aad tor a boolclot deaortbinS our prapoa aad.pu.r• 
poe•• R-ber aa a ncm-o-.roial OJ.'Ianil&t1on 
we dapead 011 7our lettera to O!lCCNN&O ua aad n 
aro pcatoful l'or J'OIU' •vcae•tlblla aa to wb&t top1oe 
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ADOU.C:Bilt 
(Ccot 14.) 

7011 want 41Mu .. ocS. Write to the World WieSe 
BroacSoaett.ns Poundat1co at 688 Ma41eOD .honuo, 
low York 221 low York, or to tbe etat1co to wh1oh 
7011 are lhtonJ.q. 

SOUliDs (Car1llco ot Bolle) 

AlfliOUliCBRt L1eton 1n again noxt week at th1e 111.110 tilllo' to•• 
BofoncS V1otorr l , 

.. 

• 
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SECRET 

OP';EL No. 24 

Information received up to 10 a . m., 21~~-JfBuary, 19~5, 

• .<..Y.al. 
-• lBDI£~tiEAN, Night 17th, Coastal craft engaged eight 
.- boats off a t1an Coast and sank one. 

iliLITARI 

2, . 'NESTERN FRONI• Southern Seotort 19th, ?th u.s. Army 
made slight withdrawal s to defensive positions area Bischwoilar, 
Central Sectors 3rd u.s. Army enlarged bridgehead over River 
Sure in area Diekiroh, 1st u.s. Army were midday yesterday four 
~iles west and three miles north St , Vi th , Northern Sectors 
2nd British hrmy advanci.ng from Sittari captured Stevensveert and 
have reached Waldfeucht and Montfort, lat Canadian nrmy after 
confused fighting eliminated enemy penetration west of Elst. 

3· EASTERN FRO!IT, East Pr\lssian Sectors Tilsit captured 
and some progress south of Allenstein, Central Sectors West of 
Warsaw Russians captured Wlocklawck1 crossed River Warta and 
took Kolo (30 miles west Kutno) , East of Breslau considerable 
progress made and point reached 50 mil es from city, In the 
Carpathians capture of Nowy-Sacz, Presov and Kos1ce has been 
reported, Southern Sectors Germans Cf&im to have broken Russian 
positions between Budapest and Lake Ba1aton and to have r eached 
Danube, Russians claim to have stopped this breakt hrough, 

4 , ~· for-.ard troops 
llandall>y >, 

Central Sectors On wost bank or Irrawaddy our 
now 10 miles from Saga1ng (5 miles southwest 

5. ~STEBN FijONI. 20th, 674 esoortod Fortresses (1? out-
standing attacked railway centres at Rheine (508 tons) and 
Hei l bronn (48? tons>s railway bri dge at Mannheim (3?4 tons) and 
other targets 212 tons , Weather ove~ targets cloudy, ?22 
fighters and fighter bombers (14 outstanding) attacked targets 
battle area and caused enemy casualties 51 Of 0 , 

6, ~DI1ERR6HEAN , 19th, 40? u.s. heavy bombers (2 missing) 
dropped ?F3 tons on north and south railway centres and road' ~nd 
rail bridge at Brod , Wustangs shot down five enemy aircraft 
Zagreb/Gyor area, 

?. ~. 18th, Hoavy bombers dropped 261 tons on tour 
airfiel ds Central Burma and 58 tons railway bridge in the South, 
Tactical a i rcraft 412 attacked variety tarcets mostly Central 
Burma. 

tiCKS S§CUHITY 

8 , Up to ? a,m, 21st, 
r eported, Night 20th/21st, 

ROCKETS. 20th, Nine inci dents 
Four inci dents r eported • 
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GROUP 

Present: Yr . Gaston 
Mr. Haas 
Mr. O' Connell 
Mr. Vlhi te 
Mr. Peble 
Mr. DuBois 
llr . Luxford 
Mr. C. S. Bell 
Mr. Coyne 
llr. Blough 
Mrs . Klotz 

January 22, 1945 
9:30 a.m. 

H.M. JR: Good morning everybody. 

MR. BELL: Dan had to go to the dentist at quarter 
to ten. 

H.M. JR: Well, start out. 

MR. BELL: He left this circular letter to be oir­
culeted. 

H.V.JR: lhat is it~ 

MR. BELL: · It ia a certificate that ia to be offered 
today. 

H.M.JR: Oh, seven-eighths, is it, George? 

He didn't greet you very well. 

MR. BELL: No, air. 

H.M.JR: It ia just five billion dollars. ~hat the 
heck! (Signa Treasury Department Circular No. 763 . ) 
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MR. BELL: We lost one of our men in the Philippines, 
Reynolds North. We haYe his letter . He was a Comptroller 
man . ~te a few of those prisoners are dying out there . 

H.M.JR: State Department said they wa.nted diplomats, 
so they couldn't come out? 

MR. WHITE: I think he was--

you? 
R.M. JR: You wrote about three letters on that, didn't 

MR. O' CCfiNELL: Yea. 

YR. PERLE: Do you know when he died--how eoon you 
heard? 

KR. BELL: October 19. There is a little letter to 
go out with wages. That is something that has been pre­
pared to go with information on the back. When it is 
signed, it looks something like this (hands Secretary 
letter to Yra. Reynolds North, dated January 19, 1945) . 

H.M. JR: It looks all right. 

Herbert, have a look at this, and give it back to 
me by t wo o'clock (hands letter to Yr. Gaston) . 

KR. PEHLE: Couldn ' t the Treasury issue a release on 
that fellow today. 

H.M.JR: WbT1 

MR. a:HLE: He was a Treasury man who went out to the 
Philippines and was working on Foreign Funds Control 
matters. Saxon was the one who got out, and the rest were 
caught there . I think it would be good for the Treasury 
and for civilian service generally to put out a dignified 
release. 

H.M.JR: I have no objection . 

KR. WHITE: It is sort of in the line of duty. 
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H.M. JR: You want me to say I would? 

MR. lm.L: About fifty people have di ed out there, 
John. 

~m. PEHLE: These people weren't residents in the 
area; they went out there in the Government service . Vfuen 
a man in the State Department dies while he is in Govern­
ment service, they put hia name in gold over the entrance 
there. 

B.M.JR: Rather than do that, wbl not bring up to 
date all of them who have died. 

MR. BELL: That would hardly be up to us . 

H.M. JR: Talk it over wi th Herbert Gaston;between 
the two of you decide. 

What else, Charles? 

MR. BELL: You wanted me to bring Friedman in. He is 
out there with Fitz . And you said you would probably see 
Shick S(IDeti.me today. 

H.M.JR: Let all that slide . 

MR. BELL: That is all I have. 

KR. LUXFORD: You inquired about Wallenberg. As far 
as we can ascertain informally, nothing has been done about 
it . It might be the kind of thing you would want to mention 
to ! oat and see what has happened. 

H.M.JR: Give me a little note on it. He comes in 
tomorrow morning. 

l4R. LUXFORD: All r ight. That is all. 

MR. COYNE: I have nothing, air. 

H.1l.JR: Harey? 
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MR. WBI1E: Bill Clayton called this morning and i s 
very eager to get your approval for a letter they want 
to send to Monnet saying that they are prepared to sign 
this Lend-Lease agreement similar to the British, but 
that they first are going to examine the gold, They 
copied practically the letter you sent in the communication 
to ~onnet. In other words, it says that the first deter­
mination will have to be how much of their gold and 
dollars is to be used in payment . 

H.M.JR: The thing isn 't clear in my mind, this pro­
posed Lend-Lease agreement with the French and the State 
Department--bow much it is going to be. 

MR. WHITE: No amount is stated; it is just the 
pattern, the same pettern as the British Lend-Lease . 
You can give any amount under it, or you can give very 
little or nothing. 

H.M. JR: A formula? 

MR. ~HITE: Yes, a formula, but it commits you to 
Lend-Lease and doesn't say how much. 

H.~ .JR : How about unpaid bills to North Africa? 

lffi. ViHITE: I think they did make e substantial 
payment. I will find out about it; and if the assumption 
1a .that before we move on anything they ought to clear 
up on thei r debts--

H.M.JR: Stettinius is still in town. You tell Will 
Clayton I want Stettiniua to sign first , the protocol. 

KR. WH.ITE: Sign the letter? 

H.W.JR: Firat . 

KR. WHITE : I don' t think he is asking you to ai~ it 
at all. They have aaked for your approval, but I don t 
know wnether rou will sign the letter, because it ia a 
letter from e tber State--! think it is from State to the 
French. 
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H.M.JR: I think on a thing like this , at least if 
they are going to ask for our approval, they ought to give 
me aomething in writing, in view of the 'discusaion that 
took place at Cabinet, the President's hesitancy, and 
Stettlnius' hesitancy. 

YR. WHITE : Stettinius ' hesitancy--they have been 
pushing it very hard in State . 

H.~. JR: £t Cabinet if I hadn't been backing him, 
Crowley wouldn't have got anything. Stettinius did nothing 
to help. . 

MR. ~~ITE: I saw Crowley Friday night . I will get a 
copy of it , 

H.K.JR: You saw Crowley when? 

llR. \'tRITE: Friday night . 

R.M.JR: Did he try to t alk you into--

MR. WHITE : He told me he has very happy because of 
your support, and he t old me you were the only one who came 
to his support . 

R.M.JR: I did, but rather than ju.st a telephone con-
versation , State ought to give us something in writing. 

MR. ~~TE: I have asked for something. 

H.M. JR: Will you bring it to me? 

MR. WHITE : Yes, 

H.ll . JR: One thing, Harrr, I don't like to--I have a 
letter here. I don't know how old it i s, but it is from 
you; it i s undated. It refers to a report on Jay Gould 's 
wife opening a bank in Monaco. 

MR. WHITE: Yea. 

H.N. JR: It i s undated, and there is no indication on 
i t that there has been requi red action taken on it. Soma of 
these memos are fo r me to read. I have bean way behind, but 
those thinga JOU want action on, I can give you action the 
saae day. 
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MR. \\HITE: I thought that was merely for--

H.J4. JR: It aaid down at the bottom that it was for my approval. You wanted it approved that we inform the French we don 't want Jay uould t o get any special treatment because he is an American citizen . You asked for my approval in the corner, but there is no indication--there are all kinds of White memos here that are just cooking, ;you see? But this--if ;you just tell somebod;y--
MR. WHITE: Well, there is a constant strug~le in one's mind whether we should put something that ~a im­mediate when there really isn ' t great urgenc;y--

H.M.JR: If ;you want some action on something for me to read--if you want my approval, I will tell you now I approve. I am telling ;you that so that the others can follow suit. 

MR. \\RITE: We had a meeting Friday afternoon .. I don't know whether the bo;ya told ;you . 

H.M.JR: I a. waiting for Glasser's writeup on that . 

MR. LUXFORD : Taylor's . 

H.M. JR: You said Glasser, didn' t ;you? 

MR. DuBOIS: Taylor . 

H.ll. JR: Yes, 

lffi. 'WliiTE: We had this a!l-day meeting yesterday with CED. It remains to be seen how successful it was, I will see when their report comes out . 

H.M.JR: Did you see the Chairman? 

MR. WHITE : Yea, I spent a couple hour• with him. 
H.K. JRt What luck? 
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MR. ~ITE: Same luck. but I think I was too late. 
I think I made a mistake when I saw him a month or two 
ago and got the report signed. but it may not be . We 
may be able to modify it . 

H.M. JR: Is your assumption right that he baa a 
personal feeling of animosity toward me? 

YR. WHITE: I think he was ver¥ hafPY to be reassured 
about that point . No. I should be 1ncl ned to say that 
if he had it. it was mild. 

H.M. JR: Do we retreat. or fight t hem. the bank? 

MR. VffiiTE: It is a little earl¥ to say yet . I think 
that we may be able to modify their report, but I don 't 
know. 

H.M.JR: You know what General Foch said? 

MR. Vti!ITE : We don't have to either retreat or fight 
yet. 

H.li.JR: Yea. You may be delayed, but if you indicated 
you were goi~g to attack, maybe they would retreat . 

WR. VffliTE : I left no doubt in their minds on that 
score. 

H.k~.JR : How did you lean it? 

MR. WHITE : I told him it was an Administration 
measure, an important measure, and if the Federal Reserve 
Bank of New York was going to take any kind of a position-­
a public position against it--they were letting themselves 
in for what was going to be possibly a bigger fight than they thought. 

He said they were not going to make it public, although 
he said he wouldn't be surprised, which is another way of 
telling me he thinks that 1s going to happen. The ~ommittee 
will ask Sproul. He said there was one f ellow on the Board 
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who spoke rather disparagingly-- Brown from General 
.Motors . 

H.M.JR: And Brown is the fellow that Stettinius 
talked about as being one of the two or three spear­
heads in American Manufacturers. 

MR. ~RITE : He is the same fellow. 

.... 1 
L •• 

H.M.JR: He i s the same fellow from General Motors, 
and Stettinius talked in this very loud voice and mentioned 
Brown, among others. 

MR. WHITE: Brown is also a trouble-maker on this? 

H.M. JR: You know. I would like to have you think 
it over. I think that if we showed signs of be~inning 
to move in now, we would be in a far better pos1tion than 
if we tried to move after they attacked us on Bretton 
Woods. 

MR. LUXFORD: Can Marriner do anything on this at all? 

H.M.JR: I think if rou looked over some of the things-­
if you could talk to Marr1ner, I would say, "You know, 
Marriner, there· is too great a concentration in New York, • 
and with the danger of the V-2 bombs--how do we know a 
V-3 bomb wouldn't fall on the Federal Reserve Bank, and 
we are worried.• 

YR. GAS TOO: We are worried? 

H.M.JR: And we are thinking of moving some of the 
stuff to Chicago, and spread the rest. 

MR. HAAS : Up in New York there is the whole financing 
problem; but if you didn' t have Bretton Woods aa your real 
problem up there-- · 

H.Y.JR: I think there is a possibility of too much 
bein~ concentrated there. We had better spread the reat, 
I think, on financing, too • 
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MR. HA!S : We haven't gotten anywhere at all on that 
certi f icate business . They talk about something else. 
There is a real probl~ there, too. 

YR. WHITE: There ftaan't much to find out, but I 
found it out. I ftas asked very strongly not to say hoft 
I found out . A letter nnt to the Federal Reserve Board 
stating the position of the bank, and we could give a 
canflete answer to that lette~ so that we would be in a 
pos1tion either to stop; or if it were published or printed, 
we could print our anewer along with the letter. That letter 
was received several weeks ago, and I am surprised we 
didn't hear of it. 

H.U.JR: ~ what? 

MR. WHITE: Bretton Woods-- the Federal Reserve Bank 
of New York's edition of Bretton Woods . 

H.V .JR: You fellows do your own digging. When it 
becomes visibly Eccles, I am going to handle it myself . 
I will indicate we are going to take sane of the stuff 
away !rCIII them. 

YR. WHITE: I was thinking of this letter. 

H.hl.JR: I do these things in such a gentle manner . 
All right, Harry? 

MR. WHITE: You sent me a note about Twi !ty• s article 
in the Tribune and aai d, "Get Bob McConnell and find out 
what Twittt has done--find out what Bob McConnell has done 
qn Twitty. 

H.ll. JR: Wbat had Bob McConnell done? 

MR. WHITE: He baa presented one report in lnich he 
goes into considerable detail about special plants--the 
number of plants within Germany. Dan Bell said he waa pre­
pering another report which baa not been received. 

Now, those reports which he baa--

H.M. JR: ~hat I meant was--I will explain what I meant , 
the result of what he told me about Twitty. If we have 
anybody in the Treasury who would ait down who knowe 
industry by industry, equipment, engineering, manufacturing--
! don 't think we have anybod,y like that . 
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MR. WHITE: We have no engineers. 

H. !A. JR: And I just wondered if Bob McConnell--how 
far he has gone. If we are going to study these things 
by industry--

JAR. V1HITE: I doubt if at this stage , that this is 
called for . Maybe a little later . 

The next step is to characterize the particular 
industries that we want to include and I don ' t think 
that takes an engineer. 

H.M . Jk: It takes so long to· get this stuff. 

-, ' ,, 

Mk. rlliiTE : There is a tremendous amount of material 
which FEA has--they have had any number of people working 
on this for over a year. I understand they have , literally , 
hundreds . 

H.M.Jk: Have we ever tapped them for it? 

MR. \'ilUTE: Not yet . We are--

H.M.JR: Is it available? 

MR. WHITE: This meeting opened the door to the next 
step, and the next step is to outline specifically the 
industries that we want to include . 

H.M. JR: ~an't we be one step ahead? 

MR. LUXFORD: \\e are asking FEA in on this meeting 
to get down what industries we want to include so there 
will be an exchange of views on these industries with 
FEA now. 

MR. WHITE: The next step after that--where there is 
some difference of opinion, or where they want to go into 
greater detail, then it might be useful to have the sort 
of person you want . But I don't think the nature of the 
problems we have--
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H.X. Jk: I don ' t agree with you, but I will talk 
about that a little later. Ju~t let me ask you this. 
On that front, the material OSS sent us--was that any 
good? 

MR. 1'1HITE: Vie are still looking through it . A 
good deal of it we had. I can't answer that question 
yet. 

H.M. JR: I won't press it. Anything else, Harry? 

MR. \~RITE: That 1 s all. 

UR. DuBOIS: Nothing . 

MR. PERLE: Here is a memo on the hussian Refinery 
thing. I haven't seen any letter or had any word from 
Crowle7. 

{Hands Secretary memo for the Secretary's file, 
dated January ~0, 1945) 

You were going to call him maybe later in the day. 

H.M.JR: If you stay a minute right noK, I will do 
it then. I will do it at the end of this meeting . 

!.IR. PEHLE : I have nothing elae. 

MR. HAAS: I have nothing. 

MR. BLOUGH : Mr. Gaston, Mr. o•Connell,and I talked 
about this question, should we try to agree with the 
leaders, chairmen,and Senator George on no tax legislation. 
I think we all agreed now is a goo& time to have a free 
hand and not to tie them, because we want to keep a pretty 
close eye on developments . They may call for legislation 
we want to sponsor in which case our hands will be tied 
if we agree not to have anything. 

H.M. JR: Let me have a talk with them with the idea 
that there is nothing imminent. 
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I had a chance to speak to the President last night . 
He was quite in tune with that- -no tax bill this year. 
We don't have to say anything publicly. 

MR. LUXFORD : The way the war is goi ng , it seems to 
me it would end up to our advantage to have an announcement 
that there will be no tax bill. 

~ O' CONNELL: There doesn't seem to be much 
apprehension in anybody's mind that there isn't going to 
be any major tax legislati on , at least until after the 
end of the war with Germany. George and Doughten said that 
a couple of months ago 1 when we went down to talk 
to them at the Secretary' s suggestion . I don't see any 
basis for a public statement because the only thing that 
it might do is, as Roy says, tie our hands. Suppose we 
want to increase taxes ? 

H.M.JR: ~bo are you kidding? There is a better 
chance of decreasing taxes . 

M.q, O' CONNELL: Both Houses said no decrease unt il 
the end of the war wi th Germany, and maybe not then . 

).{R. LUXFORD : The Secretary said t his year. 

H.M.JR: I am not in a very argumentative mood, 
so let ' s drop it. I haven' t changed . We will take it 
up again . Let's drop it , 

UR. BLOUGH: I don't have anything. 

H.li. JR: The most important thing I have is two 
things. • ill you contact somebody and see whether 
White ' s name comes up this morning! 

JAR. O' CONNELL: It will . I have that in the hoppe r. 
It will come up presumably this afternoon . ~~e ought to 
know about twelTe-thirty or a quarter of one , and if it 
happens as usual, I am sure it will be confirmed leas than 
an hour after they~eet . It is due to come up today with 
a number of others , · 
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H.M.JR: I saw John McCormack at one of thes e 
receptions,and he wants me to see the Speaker today 
with him. I think he wants to get this thing st arted, 
so I thought I would put in a call for the Speaker and 
say I could com.e up on the Hill and see him. 

MR. 0 ' C<NNELL: This is on .bretton Woods? Vie ll, 
you are going to see Spence on Wednesday. 

H.M.J R: I can ' t help it , McCormack is just rushing 
me. 

He wants us to come up there . 

MR. O' CONNELL: I think that 's good . I think it 
should be understood that we have not agreed on the 
form of our legislation yet . 

H.M.JR: That's all right , Spence will tell them 
that , but you can 't tell Congressman McCormack we are 
not ready. Let Spence tell him he is not ready. Let 
Spence tell bim. when a fellow is watching for legisla­
tion, I am not going to drag ~ feet in it. I said, 
"I'll come up Monday and see you, " a.nd let Spence tell 
him what the situation is . 

MH. 0 ' CONNELL: The fact is Spence doesn't 
Spence is waiting for us to give the suggestion 
legislation,.-

know. 
of what 

H.M.JR: I supposed Harry Vlhite had it in the 
pocket now, 

M.H, WHITE : What's holding it up between Dean and 
you now? ~hat promises are being made? 

(The Secretary holds a telephone conversation 
with Sam Rayburn) 
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Hl~Jr : 

O"Oere tor : 

HI~Jr : 

Soeaker 
Rayburn : 

HMJr : 

R: 

H1~Jr : 

R: 

!r.lJr: 

R: 

H?~Jr : 

R: 

li'I.Jr: 

R: 

HI!Jr: 

R: 

HMJ r : 

R: 

R!·!Jr: 

R: 

!!ello . 

S'Oeaker Rayburn. Oo ahead. 

Hello. 

Yeah . 

Hello , Sam. 

Henry . 

How a r e you? 

Fine. 

January 22 , 1945 
10: 01 a.m. 

Sam , John ::cCorme.c% has talked to me twice , 
now , about ~ringi ng U'O that Bretton Woods 
legi sla t ion. 

Yes. 

And he suggest ed t hat I cal l you and ask you 
whether you wouldn ' t -- when 1 t •.1oul d be con­
veni ent for you to see a couol e of us from the 
'I'reaEury and • . . . 

'.vell , Henry , I can see you any t ime . 

. . .. and S;>ence. 

Any ti~e you wrnt to see me. 

~ello? 

Any time. I would suggest - - of course, I se t 
1n the chair 

Yes. 

at twelve and some timee i t's - - now ~·hen 
there' s not much legislative orogram , I get out 
at one or two o r three , or something l ike tha t . 

. 
Get out when? 

I can see you at four o'clock thi s att~rnoon very 
l-tand1ly . 

--
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'~ell • .. . 

Any time -- any ti-e you say, Renry . 

. . .. tha t' s my -- the ti~e t~Pt I seo tho oress . 

Yeah. 

Would three o ' olook be all right ? 

~/ell , I have ano ther engegem~nt .... 

Oh. 

at thr ee , but 

Two- thirty? Or is that bad? 

Two- thir ty ~<·ould b,. fine . 

Two - t hirty would be f~ne . 

TWo-thirty would be fine . 

Yeah. No w, you wan t Brent Spence t her e and 
John ~:cCormack? 

v . -ean. 

All r ight, and I ' ll see you Pt two- thirty , then, 
:!enry . 

You're sure t hat ' s all r i ght? 

Yes, indeed. 

Well, I'll be there and I'll br ing a coupl~ of 
our bo te with me who ~mow something about it. 

Fine . 

And you can decioe af t erwards whether you wan t 
to ... 

All right . 

• ... say to the public why we're there . 

All right , Henr y, tine. 
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I 11 1 .. .. 

'lie 1 11 be there at two- thirty; I' 11 have HcCor-nack 
a nd Spence there. 

I thank you. 

All right . 
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H. M. JR: No I don 't. 

AIR. O' OONNELL: Two-thirty this afternoon? 

/ 
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H.U.JR: Yes. Shall we take Acheson? We'll take 
Dean alon~. You boys get together between now and twelve-thuty. The. question ia a vecy simple one . I 
talked to Dean Acheson--

MR. WHITE: Do you al ways have the other fe l low 
yield to you? 

H:M.JR: I don ' t know what the hell you are arguing about! 

MR. 0' CONNELL: The general quest ion is 
legislation . I believe we should yield, but 
bel ieve anybody else in our shop does . 

to form 
I don ' t 

Lm. LUXFOMD: I don • t think we should yield, Mr. Secretary. 

H.U.JR: I don 't know anything about i t , 
I go up there at two- thirty, somebody has got 
together on this . 

• 

but when 
to be 

I go over and see Stettinius and the President 
on the lcheson memo and the Treasury memo. I onlf 
have one memo, and it wasn't i cheson•s. The Pres1dent agreed to t he Treasury memo. ~hat more do you want?· 
I am not going to go up and have an argument between 
them. 

~8 1 

Uk. O'CONNELL: As far as I am concerned we should separate the theory of the State Department legislation, which is we could not ask Congress to authorize the 
President to sign these agreements, but rather that 
we have the Congress enact a bill which indicates the sense of the Congress that the President should enter into such agreements and have the legislation include substantive legislation, the things on which Congress must enact something , taxation provisions , authorization of appropriati ons, and so forth . 

(The Seoretary holds t elephone conversation with Miss Barbara Evans, Mr. Acheson's Secretary) 
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Hl~Jr: 

HPllo. 

Januor y 22 , 1945 
10:05 a . m. 

Mr. A~heson Just left to attend the hearings at the 
Capitol and they thought he would be a t the Capitol 
fo r lunch. 

Well , l e t me talk to somPbody in hie office . 

I have hi e secretary on the wire. 
1A'ha t hearings? 

Mexican \ia ter~taye. 

"''hat? 

Mexican hearings . 

l~exican, all right. liello. 

~!1 se Evans . Go ahead. 

Hello. 

Good mor ning. 

Hell o , Miss Evans. Mise Evans , l~r . - - Congressman 
McCormack has asked me to come u~ on the Hill a nd 
talk to them abou t Bre t ton l'ioods- l egislation , and 
I have an appointment at Speaker Reyburn's office 
at two- thirty. 

Speaker Rayburn's office at two- thirty today? 

Yeah . 

Uh huh. 

And I ' d like l•lr. Acheson to go ther e with me . 

All right . I will -- I ' ll get hold of him. 

Wi ll you? 

And let him know that. 

Now, there's-- I understand there are some little 
differences be tween our peopl e and Mr. Acheson and 
they've got to get together between now and two-
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th! rty. I don 't-- I' m not taki ng any sides 
because I don't know enough abou t it. 

All right. 

But I don't want to go up and have an argument 
in front of the Speaker. 

No, of course, not. 

So, will you tell him? 

Yes , I' l l ge t word to hi~ and have h1m -- he ' ll 
orobably call you, before he goes into ••.. 

Because I always lean a little bit toward the 
Treasury, bu t-- I'm a li ttle bit pr ejudiced 
tha t way • . 

(Laughs) All right, eir , I' ll t r y and get 
catch him before he goes into t he I can catch 
him, I t hink , before ge ts started on these he~ r1ngs . 

And 1f he would 

Yeah. 

1t<a1 t, let me ask-- (Talks aside. ) If he ' d talk 
~1i th Joe 0 1 Connel l , our General Coun eel . 

If wha t-- if he would talk with ...• 

J oe O'Connell . 

You want Hr. Acheson to gPt -ln touch with !-!r. 
O'Connell? 

If you please. 

All right. Fine . 

Thank you . 

Yeah. 
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MR. YffiiTEt How about leaving the decision that we 
are not supposed to shape it finally--leave the decision 
with ~gner and Spence, and talk with W!gner and Spence? 

MR. o•caiNELL: It would be so much better if we 
were not in the position of having disagreement at the 
outset with respect to the form of legislation, because 
neither Wagner nor Soence will have an intelligent view 
as to whicli way it should be . It is a question of 
strategy and tactics. And the reason I think we should 
defer to the State Department is that they are attempting 
to evolve, ri2htly or wrongly, a pattern for the presenta­
tion of legislation governing five or six different fronts, 
some of which is treaty legislation, and some of whi ch is 
executive agree •. ent legislation. Their interest on that 
level is broader than ours , however strongly we may feel . 

It ill much easier to have Congress say, •we authorize 
the President to sign Exhibi ta A and B, 8 If they feel it 
is better form from the standpoint of making a distinction 
between treaty legislation and executive agreement legis­
lation, that they adopt a little different form, I don 't 
think this ie something we should bleed and di e for , not 
the difference between winning or losing legislation, 

H. ~1 .JR: I haven't time to learn this . Go out 
somewhere, take off your coats and vesta, and put on 
gloves and aettle it . And may the best man win! 

MR. WHITE: If there is a difference of opinion, Mr. 
Secretary, within the Treasury as to its significance to 
Bretton Woods, rather than compromise and have it their 
way, I am suggesting that we leave the i aeue with Sana tor 
Wagner and Congressman Spence . 

KR. LUXFORD: That' s the type of issue it is . It i e 
one of Congreesional reaction. 

MR. O'CONNELL: This ia the question Mr. Acheson 
suggested that he and I sit down with Judge Vinson on, 
and we said no • 
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H.Ll. JR: Yaybe it doesn't have to come up today . 

Mn. O'CONNELL: It doesn ' t with you, but we will 
have to settle it before--

li,M,JR: lNednesday at lunch. 

MR. O' CONNELL: I hope so. 

H.M.JR: It's just a question of a day as to timing. 

(Mrs . Klotz enters the conference) 

This afternoon--say the legislation is practically 
ready now? You go along with me, see, and ~hen I go up 
there, you and John and me--

MR. HAAS : You haven' t fo rgotten the Federal keserve 
ratio business, have you? 

H.M. JR: No, no~ But --

YR. O' CONNELL: I have talked with Mr. Eccles on 
the telephone about the Federal Reserve Board legislation. 
I tri ed to make arrangements to see him arid we could not . 
He didn 't have an opportunity to see me . 

H.Y.JR: Oh, you meant legi slation? 

MR. H.US : Yea . 

H.M. JR: I thought you meant the whole Rese rve question • 

UR. HAJS: That's vital to the Treasury. 

MR. O' CONNELL: On legislation, Mr . Eccles took a 
much more definite interest with respect to legislation 
than when he t alked to you on the phone . He took the 
position that this Federal Reserve ratio legislation 
is must legislation and it should not be--
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H.M. JR: I am not goin~ to be in that position and 
have everybody dragging the1r feet. I am going up there 
this afternoon , and if John McCormack says he wants this 
to go up, it• a going to go up. 

UR. O ' CO~~ELL: The Bretton Woods legislation is 
must legislation . The question is how much should we do 
to try to persuade the Banking and Currency Committee 
that they should hold hearings on Bretton Woods l egillla­
tion before they hold hearings on Federal Re~rve ratio 
legislation . 

B.M. JR: Don ' t be noble. 

MR. 0' CONNELL: It hasn ' t anything to d.o wi th being 
noble . I am trying to make the poi nt that the questlo.n 
ia which is handled first in the Committee, and eithe r 
legislation may be introduced t omorrow or. the next day, 
and that would not decide the order in which the legisla­
tion would be in fact handled. 

Mr. McCormack is thinking of t he Floor, but he has 
nothing to do with which way i t would be considered in 
Banking and Currency. 

H.M.JR: I am going up there this afternoon and I 
am going to talk about this thin& and it 's your job to 
see that everybody is happy, including me. 

MR. O' CONNELL: That ' s quite an assignment. 

H.K. JR: You have got it no~ and I am goi ng to move 
awfulli fast. iben John McCormack tells me he wants 
someth ng, I am not goi ng to sit back and say Treasury 
and Acheson can ' t get together, and Treasury and Federal 
Reserve oan ' t . 

YR. O'CONNELL: Neither has to be mentioned today. 
I only mentioned Eccles becauae I thought that was what 
you and George were t alking about . 

,., -,, 
<.CJ J 
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H.M.JR: That 's all right . You' re healthy, you 
look well, and you atay that way. 

MR. O•cONNFJ.L: Could Mr. Blough and I be excused 
to go to Intemal .ttevenue'? 

H.~. JR : I ' ll see you at two-thirty . You' ll have 
trouble with me, don't worry. I mean, holding me down. 

(~~. Blough and Mr. O'Connell leave the conference) 

Herbert? 

MR. GASTON : I haven ' t anything . 

H.M. JR: I am going to do this . 
ten minutes I would like to see you. 
ring. 

In about five or 
I ' ll give you a 
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RUSSIAN REFINERIES 

Present: Mr. Pehle 
Mrs. Klotz 

January G2 , 1945 
10:10 a.:n. 

H.M. JR: Ylhat did you tell Crowley? 

MR. PEHLE: You ~rote him on January 16, for the 
need of higher priority on the extension of Russian 
refineries, and told him you would like an answer right 
away . 

H.J.I . JR: When did I write him? 

MR. PEHLE : On January 16. I am ~etting the file . 
You will need a priority on the extens1on of ~ussian 
refineries . 

H.l\. JR: He fixes that . 

MR. PEHLE : He goes to '••PB and OSS for it. 

H.U. Jk: It is an FEA project . 

illt. PliliLE : It ' 8 Lend-Lease , and is up to FEA to 
ask for higher priority . 

H.M. JR: I wrote a letter on the 16th? 

MR. PERLE: You wrote to Krug at the same time . 

(Discussion off the record . ) 

L\R, PEHLE : Mr. Secretary, we enjoyed the inaugural 
very much . We were right smack up in front . It .aa a 
beautiful ceremony. 
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H.L!. JR: It would be a sham.e to be within a stone's 

throw and not be able to take it in . 

AIR. PEHLE : Didn ' t you think the President looked 
tired 'l 

H.U.JR: He looked fine . 

l!RS. KLOTl : You haven't seen him John, in a long 
tinle . 

(Mr. Peble hands Secretary copy of letter to ar. Crowley 
from the Secretary , dated January 16, 194~ . ) 

(The Secretary holds a telephone conversat ion with 
Mr . Crowley, as follows : ) 
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HMJr: 

Opera tor: 

HMJr : 

Leo 
Cro-;.1. ey : 

HMJr: 

C: 

HMJr: 

C: 

Hl~Jr: 

C: 

HMJr: 

C: 

HJ.:Jr: 

C: 

HMJr: 

C: 

HMJr : 

C: 

HMJr: 

!'lello . 

!~r . Crowley. 

Hello. 

Hell o , Henry. 

How are you, Leo? 

P'ine. .~nd you? 

Okay. 

That's good. 

Janu~ry 22 , 1945 
10:15 a . m. 

Leo, I'm calling you in regard to a l etter 
I wrote you on the 16th of January in regard 
to a couple of oil refineri es that the Procure­
ment of the Treasury is trying to get thr ough fo r 
the Russians. 

Yeah. 

And the Russians feel ·we aren ' t moving fast 
enough and I wrote you a letter asking whether 
we -- you couldn 't increase their priority. 

I'll check it, Henry, and let you bear fr om me 
right away. 

Would you do that? 

You bet. 

Because, as I say, t~ey -- oh, they're quite 
determined about i~ With this meeting coming 
along and all that, I think it's a good time 

Sure, and I don 't think there 's-- I think we 
should-- with the President going to mee t him, 
we should give him all the help we can. 

That's the way I teal. 

I 'll check it and call you . 

If you please . 
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H. H.Jit: Shall I keep that? 

MR. PEHLE: Yes , sir. Thank you very much . 

(; 

0 
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HJ.!Jr: 

Leo 
Crowley: 

m~Jr: 

C: 

HI~Jr: 

C: 

HJ.IJr: 

C: 

HI~Jr: 

C: 

HMJ r : 

C: 

HMJ r: 

!!ello. 

Hello. 

Yes , Leo. 

Janua ry 22, 19~5 
10: ~0 a . m. 

I checked that and we 've soeeded uo ae f ast as 
we can. ~lost of that will. be out by June 30th 
but I've asked them to get it all out by that 
time. 

\1ell •... 

And tha t' e what the Russians wanted. 

Yes. Could yo·1 give me a little note on it so 
I 'll know Jus t where we stand? 

You bet. I ' ll send you over a note on it. 

'.'lell, Will you send me a note? 

Ri ght away. 

Today? 

You bet. 

I thank you. 
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FOREIGN ECONOMIC ADMINlSIRATION 
Of"flCE CE THE ADMINISTRATOR 

WASHINGTON lS, 0. C. 

\ 

llNr Bear7• 
'l'baDk rw far 70111' letter of JADU&r7 leth 

ur&iDI that •tepa be taan to obtain tb8 -•NrT 
priorit)" ratiDc• for oil ref'iJwey equi~nt for 
llueia i.D order to aooc.pl1 th deliWJ7 b;r JUDI &O, 
l!M5. 

For 70111' informatioo, General Budellko 
forwarclotd a copy of bU l etter of Janu&J7 9th to 
Ge~~ar&l. W.11on, Qdef of the lluai&D Di...UioD 1A Jll. 
I &a I DOl.OiiDc a COJI¥ of Glllllr&l. W.IICIIl11 1'1}117 to 
Geaer&l. Rudenko UDtlar date of Jana&J7 16th. 

In tbl ~t of TOUZ litter, I ban eca1a 
<U.•ou•cl tbl •tter With Gelllr&l. W.11011 allll iAetrwltecl 
Ilia to re 1 •111• tM eituation aDd - Wlat, if AZ~r­
thiA&, O&A be ~ to txpe<U.te aJ.iWJ7o 

'nle lloMrabll llenr7 llal'pnth&u, Jr. 

'nle Seoret&J7 of the TNanl7 

~,D. O. 

... 
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COl't 

Ju:u:q 11, lNII 

Lt. Qa. L. 0. llwlaa 
loriet Oonl'lllleat l"vchuiJic eo-1u1oa 

ot the u. s.a.'l. 1a the u. S,.l, 
NS6 su-. .. th "rMt, •· w. 
WuhiJic~a, D. C. 

Dear Qaeral II'G4ellkol 

!bull: 70U tor een41ac .. a cop;r ot 70V letter ot 
Januar;r 9, lNII, e44reell4 to Secretar.r Morcentbau. So 
thet there wq be no aieundentad.iac I would lilte to olarit;r 
a point r&iaed in the letter • 

.ll I indicated to llr, Lv!rubn 1a rq letter ot Septeaber 'Z?, 
1943 &n4 Ionaber 6, 1943, tbh !bird Protocol retiaiDC project 
wu undertaken on tlraa quite 4.1tterent troa thoae ot \be 8eooll4 
Pro~ool rettai.ac proJect. llbile 1t wu ov intention to preaa 
the proJect u Ticoroual;r u pouible, 1t wu 1apoaa1ble to 
uaip a bicb urcenc7 ratlnc ~ 1 t without upaettinc aan;r other 
urcent procraaa tor tbe production ot hich octane cuolina. 
Tou will note, therefore, that rq l ettere atated that tbe 
procru wu in troducad into the achedule v1 tbout a epeoi&l 
directiTe &114 with prioritiee which would not ezcaad thoaa 
ua1cDe4 to aWlar planta in the procru ot tha United Statu. 
Io eo-ttMnta ot a aore definite nature ban been uraaad 
rallaequa t17. We ab&ll aa!re enr;r effort tc eee that no 
necltcenoe ooeura 1D the achadul1DC and aanutacture of the !hird 
Protcoor ratineriee, but I do not feel tbd "" can Juat1t1abl7 
preea tor pr1or1Uea or 4.1rectine wbich would apaet other 
'lll'cent procraae. :rroa an ex•ah.aUon of tbe reporh on tbe 
procreea ot conetruction ot the Second Protocol retineriea in 
the tr.s.s.'l,, I do not belieTe that tbe !h1r4 Protocol retiner;r 
proJect, nell with curr~nt 41la;rt will reach the tr. s.S,'I. at eo 
late a date that there will be a CIIJI betwu 0011pleUoa ot the 
S.oond Protcool proJeoh an4 oo-o-llt ot tbe !h1rd Prowool 
proJect. 

(Biped) C. X. Weeeoa 

Kajor o.iter&l, U. s. J,._, 
D1 rec~r, DiTidoll tor SoTiet 

lappl7 
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HMJr: 

Speaker 
Rayburn : 

HMJr: 

R: 

HMJ r : 

R: 

HHJr: 

R: 

Hl·lJr: 

R: 

Hello. 

Hello . 

Henry talking. 

'lenry. 

Yeah. 

January 22, 19~5 
11 :12 a . m. 

Don ' t you t hink we should have Jese 'A'olcott 
in here? He ' s been coopera ting pretty well 
about t his whole thing . 

Oh , wonderful. 

All right . Fine . 

Wonderful. 

I 'll have him here. Thank you . 
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PRE- PRESS 

Present: Mr. O'Connell 
Mr. White 
.Mr. Blough 
Mr. D. W. Bell 
Mr. Gaston 
Mr. Shaeffer 
Mrs. Klotz 
Miss Chauncey 

January <::2 , 1945 
3 : 55 p.m. 

H.M.JR: Good morning, Dan. 

~m. BELL: Good morning. 

H.M.JR: How are you all? 

We went up on the Hill and I did just what Blough 
wanted me to do, Doughton said, "Nov1, Henry, no tax bill 
this year, " and I said, "No tax bill while the war is on ." 

MR. BELL: Did Blough want you to do that ? 

H.U. JR: He was urging me to get out a rel ease on that . 
(Laughter) 

IAR. BLOUGH: 
easi er. 

Hold your leg out so he can pull it 

MR. GASTON : He worked it, huh? 

H.M.JR: If these boys are smart they are going to 
aay how long the two hundred and ten million lasted. 

MR. ~~ITE: How long did it laat7 

H.M.JR: Over what period did it extend? 

~ \\RITE: Well, from the beginning until recently. 
{Laughter) 
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· H,M, JR: Has he been confirmed? 

Mr. Shaeffer? 

MR. SHAEFFER: Yes, sir. 

H.M.JR: What should I kn01r? 

J.ffi. SHAEFFER: I don 1 t Jcnoy/ of a thing coming up, 
aside .from this . 

H.M.JU: All right. 

MR. SHAEFFER: They may ask you if you are going 
to see the President? 

H.M.JR: I had Twitty i n this mornin~ and I com­
plimented him on that article,and I said 1f he would 
write anything, please submit it , but in no way attach 
it or credit it to me. So he said, "There is no use 
writing it then." Did he come up to see you? 

MR. SHAEFFER: Yes . His clothes are up there, his 
overcoat and hat . 

H.M.Jfi: So there 's a slight clew. So he ' s going 
to write it . 

MR. SHAEFFER: I think so, yes , sir . 

H,M, JR: Somebody said there is something coming out 
in the Christian Science Monitor, 

MR. SHAEFFER: It came out last Friday, but I can ' t 
get a Monitor .for Friday yet . 

H.LI. JR: You better j oin the church, 

lffi, WHITE: This story that • s coming out about the 
use of invasion currency that you are going to submit to 
the Appropriations Committee , is an excellent story of 
the Treasury, and I don 't know what publicity you intend 
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giYing, but I think you ought to give the maximum,because 
aa one reads it, it is a very good story. 

MR. GASTON: 'Whose is that , Harry' a? 

MR. V11iiTE: Whose? 

MR. BELL: The Secreta~'a testimony before the 
Appropriations Committee. 

H.M.JR: What ~r. Gaston waa inferring was whether 
the story waa written by Mr. White? 

MR. GASTON: No, I thought aome newspaper man had 
written it up. 

H.M.JR: Mr. Bell, did you have anything you want 
me to lie about this afternoon? 

MR. BELL: No, sir. 

H.M.JR: You know you are down for tomorrow? 

J.!R. BELL: No. 

H.M.JK: I just thought you and I would start out 
alone at ten-thirty and talk about financing . I have 
an hour for you. 

MR. BELL: Good. I think I 'll call off that meeting 
Wednesday with Fed, delay it a little . 

H.1i. JR: That' a up to you. 

MR. BELL: Firat get our own thinking in the hopper 
a little. 

five 
five 

I haven ' t a thing. 

(Indicating the Inaugural Kedal) It costa ninety­
cents to make thea and they get a dollar and ninety­
cents for it. 
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H.M. Jii.: The President didn't like it . 

JAR. BEll: He didn't? He approved it. 

H.M. JR: Last nifht he spoke about it first . lie 
said he ·didn ' t like i • 

MRS. KLOTZ: He didn ' t like it? 

H.M.JR: No, and somebody hoped the President would 
never look like that , 

""n ( ;J 

MR. BELL: It makes him look very .old, but I under­
stood it was taken to him in a sketch and he approved it, 
because I told 1hi m we coul d not be responsible f or that . 
How do you like the other aide? 

H.M.JR: That , the President said he likes . 

MR. BELL: Sinnack did that, Davidson didn ' t do t hat . 

H.M.JR: The President liked .that very much. 

MRS. KLOTZ: Did Davidson do this? 

MR. BEll: He did the head and Sinnack did the other 
aide . 

H.M.JR: All right •. Herbert, do you have anything? 

MR. GASTON: I haven't anything . 
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TREASURY DBPAR'l'lm!fT 

WASHINGTON 

FOR IMMEDIATE RELEASE, 
Kondat , Januer1 22 , 1945 . 

Press Service 
No . 44-81 

3JO 

The U. s . Treasury Department ,has just completed 

transfer ~o the Republic of Chine of t 21o;ooo,ooo in 

settlement for advances of iocel currency end for supplies, 

services and military construction ~rnished the u. s . 
Forces in China . 

This excludes certain aid furnished to the 

United States by the Chinese Government in the form of 

reciprocal eid , 

A portion of the settlement came fl'om U~ S , fUnds 

already in China, e portion from fUnds previously placed 

to China's credit in the United States end the remainder 

in the form of a check for approximately $150, 000, 000 

which Secretary Korgenthau gave to Dr. K, H. Kung here. 

I 
• 

' 

• 

.. ooo 
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TREASURY DEPARTMENT 

INTCft Ofii'JPlC& COMMUNic:ATIOH 

DATI January 22, 1945 

~ Secretary Korg~thau 

~ Kr. Shaeffer . . 
• 

The strangers at your press conference today included 
Joseph Chiang of the Chinese News Service; Shu-ming Tsao 
of the Chinese Central Daily News; a Wr. Owen of the 
Associated Press who was substituting for Max Hall; 
Doug Larsen, an understudy to Pete Edson; and the strange 
lady was an observer from OWl. 
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J ohn 
Pohle : 

P: 

HHJr: 

P: 

Hl~Jr : 

P: 

HMJr : 

P: 

P: 

!n~Jr : 

Janua~y 22, 1945 
5 : 01 p . m. 

M~ . Sec~etary , lf you have no objection , ! am 
going to send ov~r to StPttinlue a sugges tion 
that if it was ~ossibl e for Churchill , Stalin 
and the President to issue anothe~ ~tatement 
it would be a wonderful thing , with a sugbested 
statemAnt. You know we've never been able to 
get the Russians to say anythi rg since 1941 •... 

Yeah. 

. . . . on the atrocities. 
that it would come uu ln 
it done . 

T~y it. 

And it 1s jus t ~ose1ble 
such a way he could get 

Okay. I wanted you to know. 

·:ow, the letter f r o':! C~o~•ley hss no t yet come 
over. 

Right. 

An d when tha t comes ove~ in t he morning , we ' l l 
try to do something about 1t. 

Yeah. 

All right . 

Right. 

Thank you. 

-
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1U11&J'f 12, 1M5 • ......... 
toa a .... t&PJ .. , .. t.._ 
nar ..... O.atoll 

!lle C.I.O. hu Jut p11t up to I. IL 
hrutela tU 1a.a of . ba~ rou take part 
1a a nUo pncna aut latvtq (~t~ 
of tllla wet) at eau P.ll. !he7 ban 1.& 
alautea wuq ..a tllq ban uaou..a 
tlllt tile ""IJ'UI for tllla wek wllJ lie Oil 
INttoll WOoia. 1M procna wlll euaht of 
11 lllntea of oolloW or 1atemn ... a 
t-.laate talk 11b.loll tu, uk 7ft to ..te. 
tb.la 7ft ou io froa ~. although 
tM pro,._ •1claatea 1a In York. It 1a 
a 186-atatl• bookQ Oil tile Jl'ae. !Jlh h 
n17 ahort llltlee1 tNt I b&Ye ao 4ou'bt 
tile •••lpt ...u 111 preD&N4 1a tl••· !ht7 

<:)&•• a aaa at WDPk Oil 1\ 11l ... York. 

If rou arr•• to ce OD tbe7 w111 •1•• 
apeo1al llOt10tl to tbf 60 OP 80 o1t1tl 
..... tllq ba•• Couaolla. 

0 

303 

' 
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Yr . Gaston 
1lr . Gambl e 
Urs. },(orgen thau 
Four children 
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J 
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]{eralb (JJ'rtbuttt 
230 Weot 4111 St-. Now York 

h~ . Henry hlorgentrau1 ~r . , 
Secretarv of the lreasury 1 1¥aehing't.on1 JJ . C. 1 

J ear br . Secretary: 

January 221 19451 

It was very thoughtful of you to write me a bout i.he edi to1·ial 1 ''Home Front Victory" of Decemuer l8th • 
.. par't. from the fact i.h<>t such collliAendation is al;.-.ys ~;rc~tifying 1 : was glad 't.o .;et. your note for a rai.her s ,.ecial re<~.son . It gives me i.he op;:ortuni t:V 1.0 a .. y something 'that. 1 h ... ve wanted to e~ay for a long time namely, that I think you have been a brand apart 11bout the crhiciam ;,hich1 by vir ~.ue of yow· of 1'ice1 y0u have had 1.0 accept from the Tri- .,.. bune. Your gracious note about the ed i torial confirms and're­inforceb that opinion. 

1 sincerely 1·.ish we could be on the same side of the fence oftener than we are. Certainly, it. is much more statist·ying 1.0 write pieced such .. a "Home Front Vic w ry" than it is t o criticise 't.he tax policies of the '!'rea s ur& , But if we can't. be1 then <>t leas'!. it is reas.;uring to kno11 'that you r ealize there i6 no personal animus behind s uch cr ticism. 

l:> incer ely yourG1 

U..>"""-' 1-t • ~ 

' 

• 
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TREASURY DEPARTMENT 

INTER Ol'f'ICE COMMUNICATION 

c:!,._,:t~­

~ G 

DATC Dec o 22 t 1944 

Secretary Morgenthau 

s. George Little 

Re : Herald Tribune editorial , 

After discussing the Herald Tribune editorial of 
December 18 with Ted Gamble and Frank Tripp, we 
deci ded to reproduce and distribute it through 
the following channels . 

Prank Tripp 1a sending a cop:y of it to all news­
paper editors with the attached letter. 

It is being circulated b:y Mr. Co;yne to our entire 
War Finance field organization . It is also being 
sche duled to appear in the earliest possible 
edition of the Minute Man, 

This program wtll, I believe , give the editorial 
the complete and thorough coverage :you desire . 

• 
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December 27, 1944 

TO NEWSPAPER EDITORS: 

You will, I believe, be interested in the 
attached editorial f r om The New York Herald 
Tribune reviewing the. Sixth War Loan Drive . 

The Treasury has done a magnificent job 
and Secretary Morgenthau is moat appreciat ive 
of the excellent cooperation newspapers have 
given this vital effort . 

We are now sure that the overall quota 
will be exceeded b{ a larger margin than ever 
before, and the "E Bond quota, as well as the 
total individual quota, will both be oversub­
scribed by a substantial margin. Final figures 
will be available about January 2nd . 

Thanks for your swell suppo~t . 

Sincerely, 

Prank E. Tripp, Chairman, 
Allied Newspaper Council . 

' 
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}(a~---arribunt 
DEC 1 S 1944 

s-rroat Vlcaory . 
., •Mbaltot\btr Afec caoa 

1M ne ot 1M la!UIChiDI ot 1M .. u. War 
~ tov WMkl oao ~ AdmlrU -
l. Jt1lll nmiAcled hlo IIIW>Ort tbU • tbe 
Arflq aDd Na'7 ba .. DO\ let tbO couni<J 
down.• and UPI...,d h1l confldtnce tbat 
Ule country would not •tot t bo AriDJ and 
Na'7 down• In pro"fldll>l Ulo moan. wUb 
wbleb to carry on. 

Tbal Adllllral IU ... 'I coDAdt iiU WU DOl 
mllp- II abw>d&AIIJ doDIODJI<a\14 In 
1M llprH ~ bJ 1M TnU\IrJ OD 
lbe tmD!Da llon ot U>e Jl'llllk pbalo ot tbe 
loan clriYI llalurd&J nlabt.. Tbo 'l'H&IUI"l' ' 
bad uted tor ' " bi!Uono In thlo operation. ! 
Ill tlbulolloM abowed loLa! auboerlpllona ' 
on band ot • IU b!Wolll. Tbllllltlt would 
reprutlll a Yll"l' 11tlltld0r1 rtapoiiM on 
Ulo part ot the publle, but II doll DOl toll 
Ulo wbola atory. PI.J·roll lllboer!lllloDI be· 
tWOID DOW aftd tba 0114 or 1M -~~~ t.rO 
DOl lllduded, whlla olhor IOiboer1pUolll are 
atlll to be t&bulatad. ...,., Uoo bal "'" 
tuma are Ill, II II ..,,,,ted, UoiJ will obollr 
a toLal tor 1M enUre clrlft or tit blllloDI. 
-..~~ry Morcenlbau'a u leDIOIII tbal 

1t11a1 ftiUrtt will &bow a baiiUDo cmr­
auboerlpUon of the 15 blllloll quota tel tor 
tllciiYidu&ll II pt.rlltUlt.riJ l rt.lltYIIII· U 
londl apodal !o"'e to hlo obeorrallllll tbal 
•u.. wbola clriYI bel bten a m&lnlliUIIt 
domonai<&UOD Of liomt-!IODI IOlld&riiJ," 
&114 tbal II •.eould earry to 1M men ,__ 
eeu a rt1111111 detlt.rallon of ullllmlto4 con­
tldeDCO and \IDIUJlled aupport.• 

Tbe ..... .. oJ lilt loan ..... " _, ... 
mean• a tootlmoDial a!ODI to lb- wbo 
boUCbt bonciL II II I IIIIIDIOIIlal aiiO to 
1M O'lanll&llon, oompoaecl moa\ly of volun­
lltr womra wbleb 1014 1111 bondt, and to 
1M~ racllo atoll-,_...., *'"""' boDD. dubl, labor UllloDto ebt.Dibtn 
of - and dYic --- WIIO .10 IIJICI'Ooa&IJ oonlrlbuled· Ulllr 111M aD4 
ellort to 1M Ct.DIJ*I11· 

II ~ be lddlcl, porbapa, tbal the 
........ ot 1M loan " .. -Dial 10 Mr. 
Morstntht.u blmMU 1114 hlo oonll4tnoa 111 
1M YOI\I.IIIIIT lllltlbocl ot n!IIDI Wt.r tWiciL 
Tn......, borrowtnc to 4all bel to'*led 
approslJDaiiiJ Un blllloDto wblch roprt· 
atoll mort Ulan ball 1M ooll of 1M ,.. 

. d ort.. aD4 ot thlo·- •11'1 biWDDa baft 
: been rallo<l Ill 1M Ills loin olrl-. Tbe-­
... ot .- loaDI bel - 10 ...U 
we,U·htf \baa. " ta eow ~ torcot&en 
\bel~ 10 ID&II1 DIGDihe 010 1M ........ 
Mil oJ --... -~ wu ~ w•11 ~ """5!;·' 1M !1111111' ~ .. • 11 
to u.. h rt:tn= o1 Mr. Molin WbO 
-1111 aa1DtalaM tbal IIIIa,.......­u. _., .... 1r , , •' wtua \bl Aaerk&D 
..., oJ lito.• . Regraded Unclassified
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THE: SECRETARY OF THE: NAVY 
WASHINGTON 

J~ 22, 19~5 

Dear Henry: 

), ; I ~ ( l' ..,,. ,. 
.t '• I ' ,. 

Thank you for your noto ~bout t he mot ion 
p i ctures which nore produced by t ho Uavy for the 
SiY-tb r::u- Loan Drive. 

Lieut . Gr:mt Lclonhouto, usm r.ill be i n 
charge of the production unit nssiuned for the 
Seventh "a.r Loan Dri\'e , :l.nd his services ttill be 
available to you ~or any f i eld operation nhich ttill 
f ollow the production or the filos . 

Sinceraly, 

The Honorable Henry l.!oreonthnu , Jr . 
Secret~ of tho Tre:J.sury, 
ITashington, D. C. 
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PrepaN4 b71 Mr. flaner :: 0 
llr. !loktoa 
Mr.~ 

C..1 Mr. Haaa 

I 
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TREASURY DEPARTMENT 

INTER Of"I"ICE COMMUNICAnON 

.... o... lfr. 

SubJ eot Ourr 
Market a 

in the H1gb-grade Seourit7 

BUJOW\Y 

(l) Prices of long- and aedi~tera tuable 
bonds han riaen tc about their post­
Pearl Harbor highs, as co~~pared with the 
pattern of rates. !here hal been con­
liderable co-ent tc the effect that this 
rise foreehadDWI a reduction in tbe coupon 
rates of the securities to be offered in 
the next drive. Preaant prices, however, 
are not partioularl7 out-of-line with the 
poaaibillt7 of a continuation of the 
present pattern of rates. 

(2) 

(J) 

!he curve of y1elda tor certificates ot in­
debtedness has risen (weakened) slightly 
during the past week, attar recovering 
about l/J ot ita September-December deteri­
oration in the preceding two weeks. Each 
of these movea has been without benefit of 
&D7 active open aarltet polic7 on the part 
of the rederal Reserve 87stem. 

!he average cost ot borr owing to the 
rederal Oovern11ent baa riaan aubatant1all 7 
in the past 7ear a.s a result ot the decreu­
ing proportion ot short-term securities 
issued. It short-term securities could be 
sold d1rectl7 or ind1reotl7 to the banks, in 
llau ot 101111 ot the mediUJ~ooterm securities 
which the7 are now acquiring, it would be a 
clear ga1n both to the Treaeur7 and to the 
eoonoiQ'. 
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I. Xarlted R1ee in 'freaaurr Bonde 81noe 81xth War Loan 

Sinoe the oloa1Dg of the boolta, Deonber 16, on tu 
aarketable aeour1tiea offered in the 81xth War Loan, prioea 
ot restricted, 2-1/2 percent, tazable 'freaeU%7 bonda haTe 
adTanoed about 3/~ point on the aTerage. During the aaae 
period, 2 peroent taxable 'freaaurr bonde haTe adT&noed aore 
than 1/~ point. on the aTerage. 'fhe 2-1/2 18 offered in the 
Sixth Loan are ourrentl7 quoted at 100-27/32, and the 2 1 8 
offered then are quoted at 100-26/32. Current prioea tor 
both the 2 percent and the 2-1/2 peroent 8eotora of the 
aarltet are about equal. to their prnioue poet-Pearl Harbor 
h1ghe, aa ooapared with the pattern of ratea. 

!he r1ae in leng- tera taxable bonds has around 
oo-ent in the pre a a beoauae it hae oarried their prioea 
well aboTe reoent highs . 'fhe u;planation aoet OOIIIlOnl7 
offered 1a the pouibil1t7 that future iuuee of 2-l/2 1 e 
•87 be aTailable only in d1etinotly longer aaturitiea, if 
at aU. 

Current prioea of the rea trio ted 2-1/2 ' 8 do not ae• to 
be greaU7 out of line, holreTer, with an upeotaUon that 
the SeTanth War Loan will include a 2-1/2 ot approld.aatelr 
the aaae aatur1t7 aa -• offered in the 81xth Loan. 'fha tour 
longeat-tera iaeuea of reatrioted 2-1/2 1 e are ourrenU7 quoted 
at 100-27/32. An innetor With liquid tunde tor long- tel'll 
inTeetaent , weighing the al.ternat1Tea ot inn8Ung teaporar117 
in oertifioatea, or buying outatand1ng 2-l/2 •e, would probabl7 
not find thia prioe exoea8iTe. 'fhe intereet- oarrr on a 2-1/2 
percent bond, until June 1, 19~5. ia about 29/32. An inTeator 
oonld, hDwenr, buy the oerUtioatea due June 1, 19~ , on a 
0.71 percent y1el4 baaia and reoeiTe the equ1Talent ot .S/32 
in intereat b:r June 1 . He should be willlng to paf a preaia 

Regraded Unclassified



• 

0 

0 · 

eqv.al to the 41tterenoe between th1a return and tha 1ntereat­
oarrr· on a 2-l/2 peroent bond to June l to aoqu1re an out­
etan41ng 2-l/ 2. 'rh11 oaloulat1on would Juat1f7 a pr1oe of 
about lOo-21/ 32, l't'en 1t the 1dent1oal 111ue of 2-l/2'1 of­
fered 1n the 81xth War Loan .. re u:peoted to be reopened 1n 
June. · 

It lhould be noted, howeYer, that eaaent1all 7 the 1aae 
potential! tiel tor a rill in thl prioe of the re1tr1oted 
2-l/ 2'• ha•• ell11ted 1n prertoue 1nter-cSri ve per1ode. What 
makee the preeent prioe rile notable i1 the taot that th1e 
11 the f1rat t iae 11noe the int er•al between the Seoond and 
'l'h1rd War Loan• that these potent1ali ties haYe been eYen 
appronaatel7 realiaed. 

Oo•entatorl 'tlho haYe att eapted to explain the rile in 
the prioea of 2-l/2 '1 han tended to uaooiate 1t with the 
po11ibil1t7 of a 4bwnward rert1ion of the pattern of intereat 
ratee for GoYernaent seotll'i t1ea. lhen the Br1 Uah so•ernaent, 
in lloYIIIber 1911J1., suapended the offering of ita 2- 112 percent 
tap aeo'lll'i Uea and 1ub1t1 tuted a 1-3~ percent tap 11aue of 
•o•llhat ahorter aaturi t7 - but not enough ao. tor the ooupon 
rate to tit t he 7iel d O'IIM'e ot out I t anding iuuea - it wa a 
hinted in preu oo•ent and in other unofficial o1rolea that 
the United Statu 'freasurr aight adopt a aia1lar-pol1o7 of 
a4Juat1ng ita intereat rate pattern. 'l'h1• would .. an1 of 
oourae, that no aore 2-l/ 2' 1, with aatur1 Uea ooaparaDle to 
out1tand1ag i11ue1, would be aYailable attar the lixth War 
Loan (11h1oh wae alre~ announced when Britain aade tlle change). 
!he Y~ua of out1tand1ng 2-l/2 1 1 would oonaequeat17 be ellh&noeO,. 
!he 41tterenoe between the a otual quotation• on the outetan41q 
2-l/ 2'• and the 1reuonable1 price OOIIP'Qted aboYe a&1', there­
tore, reflect 10 .. 41eoount1ng of the poal1bil1t7 that 2-l/ 2'• 
aar not be offered in the next Loan; or that, it offered, 
their aat'lll'i t7 will be aateriall7 lengthened a1 ooapared with 
prertoue iiiUIIo 

!he rile in the ta.uble 2 t 1 hal llkewl ae been explained 
b7 UD7 oo .. ntatorl ae being 4ue to the likelihood that in 
the next war lo&ll a 1-3/~ peroent bond will be offered in lleu 
of a 2 percent bond. 

Loac-tera pert1all7 t.-euapt 'freaa'lll'f bonde han aleo 
rhea lharpl7 in poioe ainoe the end of the Sixth War Loan. 
!he a•erage riae tor 'he four leageet ef eucm ieeuee - tlloae 
111 th tea 11ar• or •r• to run to earllut oall date - hal 
beea Juet onr J~ point. 'rh11 riee ie probablj in part in 
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tJ~ap&tbT w1 th the r1ee 1n t&Dble aeoUl'1 t1ea, and 1n part 
bated upon the e~otat1on that the exoeae profita tax will 
be 1n effeot for a auft1o1ent t1ae t o JUke the purahaae of 
auoh aeourit1ee well worth while for all banka aubJeGt to 
exoeaa prof1ta taxat1on. 

II. lllpt Yeakeniac of O.rt1f1oate Jlatterg 

314 

Within the paet week 'the pattern of ratee· on oert1f1oatea 
of indebtedneaa nffared a aUght aetbaok after a fa1rlr auboo 
atant1al reooTerJ 1n the f1rat two weeka of Januarr. !he . 
attached chart ooaparea the Jielda of oert1f1oatea on Saturd&J, 
Januarr 20, and on Januarr lJ, with their Jielde on Deoeaber JO, 
19", 11h1oh repreeenta about the aax1aua departure froa the 
pattern, and w1 th Septeaber l, 1~, when the Jielda were ill 
approx1Jaate oonfora1 tr with the pattern. :Dur1ag the f1rat 
two weeka of th1e aonth there waa a aarked deollne 1n oert1f1-
oate Jielda, 11h1oh reoonred about one-tlUrd of the aax1aua 
dlter1orat1on 1n the oert1f1oate pattern, although there waa 
no aot1Te purohal1ng of oert1f1oatea bJ the Open Market Ooa­
a1 ttee. During the week ended Januarr 20, the ourTe of oel'­
t1f1oa~e J1elde roee again, howaTer. 

III. ATerage Ooat of Maner to the treasury Inoreu1111 

UDder the preaent atruoture of 1ntereet rates - 1n wh1oh 
ratee for ehort-tera eeour1 t1ea are 1111oh lower than thoee for 
loDr-tera aeour1t1ee - the 'net ooat or 110ner to the frea1Ul'7 
1a partl7 a funot1on of the rate of 111tereet at 11h1oh fUIIde 
of eaoh aaturi t7 are borrowed, and partl7 a funot1oa of the 
d1etr1but1oll of borrowing e110ng eeouri t1ea of different 
aatur1t1ea. 

AI 70u know, i11tereet rate• on eaoh aatur1t7 of eeour1t1ea 
ban been held within a reaarka))l.7 Darrow range of fluctuation 
eTV linoe the •-r of 19112, and - w1 th the exoept1on of 
lhoPt-tera eeourit1ea -- eTer a111oe Pearl Harbor. !he pria­
o1pal faotor in dltera11l1nc the anrage ooat of ao1117 to the 
GoTernaent dviag th1e period baa, therefore, been the aatur1tJ 
d1etr1but1on of {be 11ew aeour1t1ee 1eeued. 

'llle followiag table lhowe the ooaputed 1ntereat rat11 
on 11et illoreaeee .1n borrowiag b7 6ooao11th par1oda 1i11oe the 
bepnll111C of l~. !heee nsur .. UTI bl811 a4Jueted to 
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eliminate the intluenoe or windfall galne and losses in in­
terest ooat to the TreasuJ7 resulting rrom the refunding or 
pre-war iesuee. 

January-June 
July-December 
January-June 
July-December 
January-June 
July•Deoomber 

Computed interest 
rate on new borrowing 

(percent) 

1.80 
l.6o 
1.72 
l. ~7 . 
1 . 89 
1.92 

It will be noted that the aver age oost or borrowing 
dropped sharply toward the middle ot 1942. Th1e waa cauaed 
by the large i aeuee or bi lls and certificates whioh commenced 
at that timo. Since then, aa the proportion or new monq 
ralaed rrom Treasury billa has been reduced sharply and that 
from new oer tlfioate isauea somewhat less sharply, the average 
oost or money baa tended t o rise. The average ooat for the 
past ~nth period, on the basis ohown on the table , was 
1. 92 peroent. Thla increased the cumulative oost for the 
entire period from 1.77 peroent to June 30, t o 1.~0 peroent 
to December 31. 

The rise in the average oost ot money to the Treasury has 
been largely due to a growin~ prererenoe or banke ror bonda 
and notes (bought pr1noi pally f rom persons who originally 
aoqu1red them 1n drives) over billa and cert itioatea. Ir the 
aeour1 ties so purchased indirect ly by banks oould be r eplaoed 
by additi onal billa or oertifioates acquired either dire ctly 
by the banks or (in the oaee or oertlfioatee) ind1reotly 
through drive prooedures , it would, or oourse, be a olear 
galn both to the Treasury and to the whole eoonOJ111· 

AttachMnte 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION CONFI DENTIAL 

SubJ ect : Situation, 
J nnuary 20, 1945. 

Stum::larY 

DATW J anunry 22, 1945 

E~loyment : Nonagricultural empl oyment i n December showed 
the l argest gain for t hat ~onth s i nce 194o, and rose 
549, 000 above the previ ous month. A heavy seasonal 
expansi on in trade wtts t he principal factor in the rise, 
but f actory employment increased more than 50 , 000 in 
ref l ection of the intensified war producti on program. 
Employment in the durable goods industries showed the 
!'i rst t;a i n since Noveaber 1943. 

Steel operations : The s t eel i ndust ry has been unable to 
re~nin pre-holidny oper ating l evels due in part to the 
adver se effect s of aevere weather , which has hampered 
t r ansportation and caused temporary ruel shortnges . 
St eel oper ations in the Pittsburgh di s trict at•e scheduled 
to s t ar t the curren'O week at the l owest level since October 
194o with the exception of ChristQas holiday and strike 
periods . Steel i ngot production i n 19lill rose to a new 
record hi gh of 89. 6 million net tons ae compared to 
SS.S million net tona i n 1943 and only 67 milli on net 
tone in 1940. 

Commodity pr ices : Favorable war news t ended to weaken commodity 
futures l ast week but spot pri ces showed little change. While 
Do•:-Jones futures i ndex declined 1. 5 percent , the BLS spot 
index of 2S basic coomod1ties was pra cti cally unchanged. 

Civilian f ood supplie s : Ci vilian food supplies duri ng the 
f irst three months of 1945 will be somewhat l ower then 
during the corresponding period of last year. Smaller 
suppli es of meat , butter, other f ate and oils , potatoes , 
and fresh vegetables will be available, but larger supplies 
of mi l k, cheese, and deciduous fruits are expected. 

Stock pr ices: Stock prices declined sharply l ast week as 
sweepi ng Russi an gains induced selling of •war" stocks. 
Railroad securities were particularly weak. At the close 
on Saturday railroad stocks were 5 percent below week­
earlier levels while second-grade railroad bonds were at 
the l owest l evel s i nce l at e December. 
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Nonagricultural emploYI!Ient gains 

The i ntensified war pr oduction program i s apparently 
, beginning t o show some etteot on employment. Reflecting this 

t aotor, together with a heavy seasonal expansion i n trade and 
increased Government employment, tot al nonagricultural employ­
ment in December showed a subst ant i al l y larger gain than in 
December 1943 and larger than in any December since 1940. A 
Dise or 549 , 000 above November l evels carried total non­
agricultur al employment up to 3g, 9 millions, the hi ghest 
figure attained sinoe l ast January, (See Chart 1,) Never­
the leas , t he December total was still almost 1 . 3 millions 
bel ow year- earlier levels. This decline, however , wae accom­
panied by a net expansion in the armed forces ot l . 6 millions. 

Although by tar the greatest expansi on i n nonagricultural 
employment i n December occurred i n t r ade, evidence or the 
recent step- up i n war production i s seen in a rise or over 
50,000 i n manufacturing employment . (Refer to Chart 1,) 
The number or workers employed i n the durable goods i ndustr i es 
showed a gain tor the f i rst time since November 1943, when the 
wartime peak was reached, All but 2 ot the 9 ma j or durable 
goods groups reported gains i n employment, with noticeable 

0 increases reported in the shell loading, neavy ammunit ion 
and gun industri es, and a t automobi le plants converted to 
a 1rorart and tank production. I ncreased employment at 
plant s producing explosives, small a r ms ammunition and rayon 
caused the chemical industry to show the largest employment 
gain in the nondurable goods group . Despi te the increase 
whi ch hAs already occurred 1n employment at small arms 
ammunition plants, it was recently reported that around 
46, 000 additi onal workers will be needed 1n thi s i ndustry 
within the next few months, 

0 

Severe weather ham¥era transportati on and accentuates 
uel difficulties 

In contr ast to last month ' s gains 1n employment i n 
industry and trade, employment ~n sott ooal mining showed a 
tu~ther decline, continui ng a t rend that has been under way 
since the l ast quarter or 1941. While manpower shortages 
have .been a contributory tactor in the reduction or coal 
supplies to levels whioh have aroused ottio1al concern, the 
dominant taotor i n the tight East Coast Fuel supply situat i on 
appears to be transportation d1tticulties . Heavy snows and 
severe weather conditions have seri ouely ~pered railroads in 
northern areas in recent weeke, and the Director ot tbe ODT haa 
authorized the railroada to d1aoontinue temporari ly aome paasenger 
traine nnd to halt non- war freight movement into attected areas. 
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I n an ettort to oops with freight congestion, Which has 
been particularly acute in tbe Buttalo area as a ruult ot un­
usually heavy anowe, the Association ot American Railroads 
laet week ordered an embargo on the loading o~ coal consigned 
to Cleveland, Erie, and the entire Buttalo-Ri agara frontier 
area. Howev-.r, coal consi gned to retail dealers or tor rail­
road use waa exempt !rom the embargo. 

Recent transportation di!!icultiea alto have slowed up the 
movement ot ~il aupplies to the East Coast, and the Petroleum 
I nchtstry War Council last week 11al'ned that the area may sutter 
eerioue shortages ot petroleum before the winter is over. Tank 
car movements were reported to be runni.ng about 50, 000 barrels 

· per day bel ow anticipated levels. At the same tim~ barge move­
menta have been curtailed by freezing weather, and tanker move­
menta have been below program levels, apparently due to urgent 
military requirements ln other areas. · 

In addition to measures being taken to relieve congestion 
in railroad coal traffic, a further step L~ conserving coal 
supplies was taken by the IPB last week in ordering a nati on­
wide •brownout• in outdoor electric lighting. The order, which 
wUl become effective February 1 is expected to save around 
2 million tone of coal per year ty practically eliminating the 
use ot electricity tor outdoor advertising and ornamental light­
ing. Compliance with the order will not be required where a 
reduction in electric l i ghting will not result in a reduction 
in tuel consumption, as in areas served by hydro-electric plants. 

Steel operations hindered by adverse 
operatini conditione 

The disruption ot transportation by severe weather has 
hampered steel mill activities in

1
recent weeks, and the industry 

thus tar has been una~le to restore operations to the l evel pre­
vailing before Christmas. Last week, operations were scheduled 
to improve slightly, but the operating rate was still only 93.6 
percent ot capacity as compared with 96. 3 percent 1n the wee.k 
bl!!ore Christmas. (See Chart 2. ) Preliminary reports indicate that steel operations in the Important Pittsburgh district are 
slated to start the currant weak at only g6 .5 percent of oapaoity. 
This repreaents a decline ot 2. 5 points !rom the previous week 
and is the lowest operating rate since October 1940, With the 
excepti on ot Christmas holiday and strike periods . In addition 
to repair dltticulties and manpower shortages , steel production 
has been out by temporary tuel shortages growing out ot trans­
portation tie-ups and severe weather. At the same time , the 
steel scrap supply situation ha~ tightened considerably as a~ 
verse weather oondltione and la'6or shortages have greatly slowed 
up yard activities. 
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Steel ingot producti on at recora high i n 1944 
Despite operating di!!icultiea , figures recently released 

by the American Iron and Steel I nst itute indicate that eteel 
ingot production l ast year reached a new hi gh !or the !i!th 
consecutive year. Output in 1944 totaled 89 .6 million net 
tone as o8mpa:ed with SS.S mil lion net tons in 1943 and only 
67 million net tons in 19~. The st~el operating rate last 
year actually averaged only 95.4 percent o! c~pacity ae 
coopared with 98.1 percent in 1943, but the tonnage produced 
i ncreased as a result o! the intervening expansi on in the 
i ndustry. 

lleanwhile , heavy demand for steel is putting further 
pressure on mills and extendi ng delivery dates for many 
tyPes o! products . The Chai rman or the WPB stated l ast 
week that the entire war product i on program has been 
expan4ed so r api dly t hat •we a re goi ng t o be short agai n 
o! all the basi c materials--as short as we have been at 
any time durins the war. • In view o! the e~isting heavy 
pr esnure !or war product ion the •spot authori zation• program 
! or civilian goods production has under5one a sharp de­
emphasis in recent weeks. Denials of applications to 
produce civilian goode under the program have tended to in­
crease recently. Thus 291 out o! 539 applications submitted 
under the progrnm in t he ten- day period ending J anuary 5 
were deni ed. 

Futures weaken but spot prloes show l i ttle oho.nge 

Favorable war news had a beari sh e!!ect on commodity 
nturee l ast week, but spot prices ohowed little change. (See 
Chart 6·> The Dow-Jones futures i ndex decl i ned 1.5 percent 
from t e high reached at the end of the previ ous week. Uean­
whi le, UoodY' e spot i ndex was down very sli ghtly and the BLS 
index or 28 basi o oommodities was praotlcally unchanged. (See 
Chart 4, ) · 

~ "0 ...... 

Uay futures tor wheat were ott about 2 percent last week 
following a s~ler decline 1n the preceding week. I n 
addition to war developments, a Governcent forecast o! a 
4oo million bushel carryover on July 1, 1945 was a weakening 
i nfluence. Corn, oats, and rye futures , however, show,d even 
mora pronounced declines l ast week. Oaeh grai n prices, however, 
were practically unchanged, Cotton fut ures declined 1 to 2 per­
cent and spot cotton waa o!! 0. 5 percent , 

Steer prices declined further to the lowest l evel s i nce 
last Uarch, but hog prices firmed sli ght ly with most hogs 
sel l ing at ceiling prices. The OPA notion raising t he ceili ng 
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price of green coffee by 2 percent on sales or 26 bags or 
more resulted in an increase in cortee prices . The price 
ot roasted coffee is not ntreoted by the ceiling revision, 
since the increase must be absorbed by the processor. 

The BLS general i ndex of wholesale prices advn.noed 
0 .1 percent i n the week ended January 13, and is back t o 
its recent hi gh of 10~ . 7 percent or the 1926 average, 
39.6 percent above the pre-war August 1939 level. Higher 
prices tor srains, potatoes, hogs, and sheep contributed 
to the latest advance. Moreover, the effects of several 
upward revisions of ceiling prices on industrial products 
were noted in the index , with higher prices quoted tor 
steel ralls, paperboa~d , nainsook and toweling, silica 
brick, sand, gravel, and lime, and tor gasoline in the 
California area . 

Smaller civili an rood supplies expected 

Civilian rood supplies dur i ng the first three months 
of 19~5 are expected to be somewhat smaller than last year, 
according to t he Bureau of Agricultural Economics. As a 
result or a material decline in hog production, relatively 
snw.ll stocks of ment, and l a rger war requirement s , oivllian 
meat supplies may not be much above the 1935- 39 average . 
Butter supplies will be si gnificantly smaller, since 
production baa been running about 11 percent below year­
earlier levels and Government takings will be much greater. 
Supplies or other rata and olla ror civili ans will also 
be smaller, due l argely to the decline in lard production. 
The resumption o f rati oning of lard and other salad and 
cooking oils was announced last week. 

A potato shortage appears to be developing, in contrast 
to the surplus or last spring. Not only was the 19~~ late 
orop ot potatoes about lS percent below the large 1943 crop, 
but a considerably larger proportion of the total 1944 orop 
has already moved to market than normallY would move by this 
time. Fresh vegetable supplies will be smaller than last 
fear, due to an estimated 12 percent reduction in tonnage, 
but they are expected to be above the pre- war level. 

On the other hand, civilian supplies ot' !laid milk, 
cheese, and non-citrus fruits during the first quarter of 
19~5 are expected to be larger than last year. U.ilk 
producti on 1n recent months has been about 5 percent above 
the levels or a year ago. Despite the Florida hurricane , the 
citrus crop this season i s expected to be almost as large 
as last season, while supplies of apples and pears this 
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winter are substantially larger than last year. Although 
egg production may tall below that of a year ago , supplies 
will continue large during the poming months. 

Cold storage holdings decline 

Smaller stocks ot food in storage now as compared with 
a year ago contributes to the lese favorable rood outlook. 
Freezer ~pace i n public warehouses was only go percent 
occupied on January 1 as compared with g9 percent on 
January 1 a year ago. Cooler space, however, was 72 per­
cent occupied (excluding apple houses) as compared with 
6g percent on January 1 last year. 

During December most commodities showed an out-or­
storage movement. (See Table I . ) Butter and shell egg 
stocks declined sharply, while hold~ngs or bee~ which 
normally increase in this period, were moderately lower. 
Despite the decline in beet stocks, total meat holdings 
rose somewhat due t o increases in pork and other meats . 
Storage hol dings of butter, shell eggs , meats, and lard 
on January 1 were sharply lower than a year ago, and 
holdings of cheese and frozen vegetables were noticeably 
lower. On the other hand, stocks of dried and frozen eggs, 
and of frozen fruits and poultry were considerably higher. 

Apple and pear stocks a t all- time high for January 

Cold storage stocks of apple& and pears on January 1 
stood at an all-time high for t hat date, with stocks 
approximately 20 percent above the five year (194o-44) 
average. Despite the record level ot stocks now, apple 
holdings declined about 7 percent during December and 
pear holdings almost 4o percent . The following t able 
shows cold storage holdings of apples on January 1 for 
t he past f ive years in the three most important producing 
states and tor the country a.s a whole: 

January 1 Virginia New York 
(------Thousands 

3,491 4, 216 
2, S43 3,S44 
3,404 4,gg9 
1,44o 3,437 
3,So4 5,904 

United 
Washington States 

ot bushels------) 
9 , g55 2g,gl6 

10,363 25,77g 
l0,5f2 30,577 
S,7 2 20,S47 

10,6 7 32,649 
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Egg situati on in eharp contrast to year ago 

Egg pri ces have been firm at ceiling levels in recent 
weeks, With market supplies relatively tight in contrast 
to the sharp price breaks a.nd glutted market conditione ot 
a year ago . A seasonal reduction in pri ce ceilings lowered 
the wholesale pri ces ot trash etandard eggs at Chicago 
about 3 cente per dozen during December and t he first two 
weeks of January, but in the same period last year the 
price of fresh st andarde at Chi cago dropped almost 10 cente 
per dozen. (See Chart 5, upper secti on.) 

In the week ending January 13 prices of fresh s tandards 
at Ohioago averaged 39 . 2 cents per dozen aa compared with 
34. 3 cents in the corresponding weak of 1944. Egg recei pts 
at the tour leadi ng markets (Boston, New York, Philadelphia, 
and Chicago) in late December and early J anuary tell eub­
etantially below those of a year earlier, but increased 
i n the second week ot Januarr to about the 1944 level. 
(See Chart 5, lower section. ) 

Egg prices have been strenothened in recent weeks by 
an unusually heavy demand and by the eff ect ot severe 
weather on production. The smaller mea t supplies thi s 
year may be partly ·responeible tor the increased demand 
tor eggs. Moreover, hatchery demand tor eggs has i n­
creased recently, s timulated by the high prices tor ezgs· 
and poultry. The output ot chi cks by commercial hatcheries 
in DeceDber was at record levels tor the month, 15 percent 
larger than the output in December last year. 

Final farm goals call tor conti nued full production 

The final farm producti on goals announced by the War 
Food Administrator last weak call tor continued full output 
ot practically all farm commodities. These goals represent 
the total of State goale recommended by farmers, farm 
leadere and State agricultural officials. The total crop 
acreage recommended is nearly 3 percent larger than the 
1944 planted acreage . 

Acreage goals for tlaxeeed and s~ar beets have 
been materially increased over· the 1944 acreage, and 
moderate increases are shown tor dry beans, potatoe~1 and 
t obacco. The goals call tor a small inore~ee in mi~ 
production, larger slaughter ot oattle, and an increase 
in the apr1ng pig crop. Beoauae of recent changes in 
needs , the 1945 egg goal haa been increased by about 10 pe~­
cent over the preliainary goal, but ia st1ll slightly below 
the 1944 production. level • 

, 
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Stock prices decline 

War sentiment among stock traders appeared to be under­
going another change last week, as sweeping Russian gains 
again raised hopes of an early German collapse. During 
December .!'.nd early January railroad stocks and bonds had 
l ed an upswing i n price s , which seems to have been due 
in part to a beli ef that heavy wartime traffic and 
i ndustrial activity mi ght be prolonged for a considerable 
period. 

With war news last week running heavily i n favor 
of the Allied Powers , and many stocks vulnerable to 
selli ng as a result of extended gains

1 
stock prices moved 

sharply lower, with railroad stocks snowing the widest 
drop in a net decl i ne of 5 percent. (See Chart 6.) 
Industrial and utilitl stocks also declined, ana the 
Dow-Jones average of 65 stocks on Saturday was nearly 
3 percent lower than a week earlier. 

Weakness 1n railropd stocks was accompanied by a 
substantial drop 1n prices of lower quality railroad bonds , 
with the Dow-Jones average of second- grade railroe.d bonds 
showing a net decline of 3 percent for the week. As a 
resUlt of last week' s declines , all of the earlier January 
gai ns in railroad stocks and second-grade bonds were 
erased. 
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Table I 

Cold storage stocks of selected items Januar y l, 1945 compared 
with Dececber 1, 1944 and January 1 , 1944 

Item 
Percentage change 

Januart l 1945 over 
Deoember9at January 1944 

Frozen fruit and vegetables: 
Fruit 
Vegetables 

lie at s and lard: 
Beer 
Pork 
All meats 
Lard and rendered pork fat 

Dairy and poultry products : 
Butter 
Cheese 
Eggs 

Shell 
Frozen 
Dried 

Frozen poultry 

Source: Wa.r Food Administration. 

- 7. 6 
- S. l 

... lS.~ 
9. 

- 5·5 - 53. 2 
... 17.a 2l. 4 
... 1o. 3 .2 
~10.9 - 37. 9 

- 3a. o - 6o. s 
- . 4 - 17 . 5 
- 13 . 2 ... 95 . 0 
- 60. 2 SS . 4 
- 24. 3 + 2. 9 
- 2. 7 ... l33· l 

o.o + lei. 

, 
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Treasury Department 
D1v1e1on or Nonetary Reeurc·, 

0 Date ... ~.~ .. ~!. .. ~~~j_g 
To : Memo tor the l1leiJ 

I took th11 up ora.].4 with tbe 

Secretary aud be eppr~ ~ 

politial tbet a aoretol'i& lbou.ld not be 

CNDted on tM1e loen1. 

H.D.W. 

liR • 1111 I TB 
Branch 2058 - Room 214-1/2 

Regraded Unclassified



- . . .. 

TREASURY DEPARTMENT 

IMTBB OFFICE COYKUNICATION 

DATB Jan . 22,1945 

!0 Secr etary lJorgentha u 

JIC* l'll' . White 

Subjec t : Moratoria on Chine s e Export- Import Bank loans . 

1 . The Export- Impor t Bank ha s under consideration the gran ti!'lli'i 
or two- year moratoria on tre payme nts or princi pal on the i;$25 
ntillion tungs ten l oan g ranted in 1940 and the $50 million metals 
loan g r anted in 1941. 

2 . The moratoria invol ve about ,Pl7 million made up a s f ollows: 

0 

(a ) paymen t of about ~12 .5 million on t h e t ungs ten loan 
whi ch would complete payments on t his l oan, end 

(b ) payment or about $4 . 5 million on the metals loan . This 
paymen t represents the amount scheduled rar t he 4th year 
o1' the seven years whi ch China 1~ s been given to pay oft' 
t his loan . Tne Chinese have dra wn only abou t $34 million 
o1' t he $50 million c1•edi t and have r eps id a bout $7 million . 

3 . The Export- Impor t Bank ha s already suggested informal ly to the 
Ch inese the t t hese two loans c oul d be consolidated . This would 
avoid t re necess ity of malti ng comparatively large payments fuis 
yea r and would spread the burden ove r the next 1'ew ye ar s . 
However , the Export- Imp ort Banl< is seemingly prepared to grant 
t hese moratoria , i f t he Chinese continue to request t hem. 

4 . It i s 1'elt that these moratoria should not be granted because 
the Chinese he ve ample 11 . S. dollar resources with which to 
meet these pa yments end because it would be in Chine's best 
interests to t~nintain its good c redi t s tanding . 

5 . It is ther-efore suggested that the Export-Import Bank be 
inforll!ed tha t a moratoria should not be granted but that 

0 

t here is no objection to a consolidati on of the two loans . 
Moreover , it migC.t be d es i rable at tre first sui tabl e occasion 
t o suggest 1n1'orll!nlly to Dr. Kung that i t would be i n the best 
i nter ests of China to ma intain its credi t standing by mee ting 
all outstanding obl13ations lxl the u. s. Gover nment . 
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TREASURY DEPARTMENT 

INTER OF"FICE COMMUNICATION 

TO Ur . White 

n.oM ),lr. Glasser ~· 
Subject t Status of necotilltions l'i!h tlle British on a:Den~ng tht~ llnll1s-

tice terms for I taly. 

1 . The British have re1'used to consider the u.s. propoual for 
a partial peace settlement with Italy at th:l.s time . 

The refusal came in t.ha fom of a teleeram to Lord aalifax which 
said that Eden and Churchill bad discuss~d the matter and bad reached 
the conclusion, in effect, that tt:.. Italian Covernment would he f!l'&t­
ified but would not be strengthened by a partial peace settlenent. 
They said that they would not consider thG suggestion, usine as one 
argtment the fact that the Italian Covenutent is not representative 
of the whole of Italy and ca.'"Uiot be W>til after C-ermanr has boen de­
feated and the whole of ~taly libdrated. They went on to SaT that 
they would be prepared to make a peace Rettlemant with Italy prior 

. to the peace settlement w1 th Oeman;r in order to !;!. "le the Italians 
the feelin& that tuey w~re being distinguished from the Oannans . 

i'lhen askad by tha St:<~.e Dapartlront oi"!icials nhether this l.at:t 
conce:unoc: could !xi convoyed to the Ita.liano now, the British were 
quick to r espond nn, absolutely not . 

2 . The British have refused to accept the propo"d that we bet:iJ! 
negotiations w1 th tho l~cl.ians on set t i n;: in order our financial !:e­
lati ons (t,\:ey have, in affect, refused to tto on a co.:.Lined llasis what 
we have prollli11ed th<.> Italian ~inancial 14iusion 71~ would do on t!le 
U. S . side) . 

J . Ststs And Wo.r feel ><H7 stro.lgo~.y tt.at ;.hey should put thair 
protest against tha British decis'l.ona in writing if they o.ecept the 
directive as the British want it. This is baing done with tho hope 
that, i!" ths u.s. p rotest is put in writing, the British lld.ght recede 
!ron theu ~osi tior.. 
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WASHINGTON 

January 22, 

' 
Dear Mr. Morgenthau.: 

You.r letter ot Janu.ary 18, addreeeed to the 
Secretary , expressing you.r view that lend-lease 
t or France, both in mu.nitions and in non-au.niti ons 
generally ehou.ld rest on the same principles as 
l end-lease tor Great Britain, has been referred 
to me. 

I agree entirely with you.r views and bslieve 
that we are all ready to proceed with discu.saion 
ot a Master Lend-Leaee Agreeaent with t he rrenoh. 
I have accordingly aeked Mr. Clayton to call t o­
gether Mr. White and Kr. Oecar Cox to go over a 
text which cou.ld be presented to Mr. Monnet early 
this wellt. 

Sincerely you.ra, 

~~6. 
Under Secretary 

The Honorable 
Henry Morgentbau., Jr., 

Secretary ot the Treaeu.ry, 
Waeh1ng11o n, D.O . 

\ 
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Rar17 White 

Seore ta17 Morgenth&u 

Janua17 22 , 1945 

There 11 an art1ole 1n Sunday'• New York T1mee by 

Har old Callender out ot Parle vhloh eaye t hat the d1tte~ 

enoe between Mendee-Franoe and Pleven 1e that one 11 t or 

1ntlat1on an~~n!;1•~~ 1t: Please get a oable ott 
at onoe to tK<"l1rtb': ~'Parle and tell him to eend 

me a oable deeor1b1ng 1n more detail what the d1tterenoee 
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TREASURY DEPARTMENT 

IRTBB OFFICB COWWUNICATION 

Secretary Yorgenthau 

Mr . White % 
·tf/YJ 

DATB Jan. 22, 1945 

Economic and Financial Views of L\. Mendes-Franoe and 
M. Pleven. 

In respect to your i nquiry of January 22 re 
the differences in view between M. ~endes-France 
and M • .t'leven on t he sub ject of inflat ion, I am 
attaching a letter t hat recently arrived from Ur . 
hoffman in Paris . This letter covers t he ground 
very well. Important passages have been marked. 

Also attached is a subsequent l etter of Janu­
ary 8 which indicates t hat t hough Pleven won t he 
f irst round in obtaining a regularization of sal ary 
increases for civil servants, Mendes-France won t he 
second in having a substantial portion of civil 
servants• salaries paia i nt o blocked bank accounts 
bearing interest at t he rat e of 1 percent per annum. 
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UNITED STATU Of AMIIICA 

TREASUR:Y DEPARTMENT 

l /(J 

I 
AI" MAIL 

Offlee of the Treasury 
Repruentat lve 

EMbaaay of the Uni ted States 

Pllrh 

0 

0 

:llr .Pouch January 4, 194~ 

No. 6~ 

Dear Kr. White: 

From time to ti~ we have had occasion to rater to differences 
within the French Government on matters or fiscal policy ond economic 
policy closely connected therewith. You may be intereetod in some 
recent developments in this general field. 

I t is becoming increasingly evident that there ia e sharp 

I 
di t rerenca or view on almost every important point or policy between 
the Winiatry or National !cono~, headed by W. W&ndea-Fr~ce, and 
thA Ministry ot Finance, headed by M. Pleven. It is not too mucL to 
say that this epll t betweon these t wo illl.;x>rtant l:.in latries is doing 
more than anything else to impede tho resumption ot economic activity. 
Neither one is able to make ita policy ertective without the con­
currence ot the other, and ea a result there i s no governmental policy. 

In the first place there 1a a difference on the general question 

l
or price and wage policy. ~andes-France has alwaye been or the 
"hold-the-line• school or though t . he wanted to hold prices and to 
hold the exchange rate. Pleven ls inclined to reel that to maintain 
legal prices at such a great disparity with black market prices is 
impouiblt. He aeeJna to be influenced by Istel'a view that real en­
forcement ot price control is impoaeible ur.der oirCUIRiotancee in which 
the French people bave the habi t or u~ing the black market to the 
extent prevalent today, unless the diaparity between legal and black 
aar~et prices ia reduced. lie pointe out, quite correctly , that in 
tact the price control authorities (under ~endes-Tranoe•a juriadic­
tion) ere not preventing the diversion or goods to the black market. 

The Finance Miniatry baa recently npprovad an increase in the 

lregular wagea or public aervanta which baa the ettaot or increasing 
the actual wage and or regularizing various inoresaee Which up to 
no• bed been granted aa exceptional ellowaocee, bonuaee, etc. This 
hu put the wages or tunctlooai rea a t roughly two and a half times 
their prewar level. Tbie step was violently objected to by ~endea-

'

Yranoe on the ground that it represents e crystall iza tion ar an 
undesirable aitua tion which is due to wholly exceptional cir eumetancea 
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( the lack or traneport, ate . ) wb ich will dieappear . The at ap 
taken with r .. pact to aalarloe, on the other hand, Ollnnot be re­
veraad and repreeente, in arrect, sn odmieaion that the price line 
can.not be bald. In tbla connection the Covernment has Just adopted 
a progrllll calling tor an 1ncnaee in ra llroad retea or '10 peroen t 
for peuengere and ?0 percent t or treig!lt. It is announced in the 
communique that this measure will not have a notice~ble arrect on 
the coa t or llvine and the coi!IIIII.Oi que bri nga forward, in order t o 
convince the public, the time-honored fa llacy tbot tho pcrcen~age 
which railroad rates bear to the .,.rlcat pr ice. lf goodo i s 10 • lftll 
t~at the effect on prices will be negligible. Tbua, tour b~alc 

I 
groups or prices !lava, sin co the llbeution, been eub~tnutio lly 
raieed - wa~::ea or industrial W:>rkore, l'llilroad rates, llllfEI& Of 
civil ... r .. ante, 1\Jl~ t ile price or bread. 

The answer or Mendaa-Franca to the charge that pr1cee cannot 

lba controlled , end to the argument tha t up•erd adjuotoenta or 
wages and ealariea are a poll tical necees1 ty , is tbat ne1 t bt r or 
these thinge would be true it a ettrr J>rogl'&ltl or aoak1n& up exceee 
purchasing po'Nr were tollo'Nd by tho J.llniatry ot Finance. Ha 
(and hla adYieore) point out that all theee augmentations o r pr1cee 
and aalarlee accomplish nothing except to aggravate the very situa­
tion they are auppoaed to relieve. There are no more goode aYnll­
able to the runctionalree whether they hnve the old ealary o r the 
new, end to gl'fa additional money merely provides the illusion or 
temporary 1mprn•ement in the eltuetion whi le actually increasing 
the competiti on tor goode . Furthermore, the situation or ell1Ploy_,.. 
Ia getting etaodl l y woraa, and it needs no great presci ence to eee 
whet will be tha reault of the continual leek of act1'fity In manu­
racturi~g 1ndua try e~ the eame time aa Increased wagea ba'fa to be 
paid. Already there Ia much unemployme~t end it 1a clear thAt the 
tinenc1el burden or the increeaed llesea will tall to e large extent 
on the Treaaury. Tbe Ministry of National Economy, therefore, necuae9 
the Minh try or Finance or te111ne to take the meuurea lfh1 ch 'WOUld 
make It poaalble to operate a cont ro lled economy under the present 
d1ft1cl.llt conditione. Specir1colly, Nandaa-France 1nabte that it 
ia neoaaaary to lmpoae promptly e bea'ty tax or t he cspi~l l e'fy 
type 'lllti eh will scale down tl1e volw.e or spendable runda. I t thh 
ware dona, It ia fUrther argued , tha policy or paraitting certain 
pricaa and aelart .. to riae ml@ht not be entlr&lJ aelt dateeting 
1na~cb .. It would be IIUCb aeeler to force goo4e to now In rationed 
ohannel.a. 

I 
AAother i~rtant al~nt In t hia a ltuation i a t he policy or 

daGa.ulla to b1.11ld U.P tha ll'rench J.nrJ¥ end FNocb IUli t ory production 
a s a .. tter ot tlrat priority. There ia a £anaral ballet tha t he i a 
aaori ticlaa t he poaalb1l1ty or reatorlng ndnl.um eoona.lc lite in 
the country In order to do th1a. In thla connection :-our a ttention 
is lnvltod to Barol4 Calla'nder'a daapatob to the J;n York on-a on 
or about Deaa.ber 30 1D which be cr1tic1aea d.O.u1le t or tal lin& to 
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do the maximum to restore economic activi ty in ?ranee. The view 
reflected ln t his deapatcb 1a , I believo , to a cona1derabl e extent 
that ot the Uiniatry or Nati ~cal Economy, and the a•ttcl e ie , on 
tae whole, a good evaluation or the present position , although 
not accuratb In all details, 

lteOiluae or the dit'feronou between the two moat Important 
., Mlniatriea in the eoonomic rield, the Governmen t is •·1gbtly accused 

or not bavi~G any policy. I have l earned that ei ther today or to­
JDOrrotr CleGeulla ia hold in& a dinne r t or all the Miniatera dealln& 
wi th internal ocono.Jo problema and thei r principal adviaor~ It l a 
hoped tb& t at thia U•• he oao he influenced to take a poel tlon on 
some ot the pointe or conflict, and al eo that he can be impressed 
with the aer t ouena u or the ei tua tlon taoine the country in the 
next two or t hree JDOnt ha. At beat , t he Clitticul t i ea are enormoua. 
U you doubtleaa Jcno" , the allocation or ah1pp1ne tor the next raw 
.antha waa ea t at 60, 000 tone tor France. When one conalelera that 
ln North Africa t here .. re ~.ooo tone a .aoth tor civtllao auppllea , 
it i a clear that only the bareat ain l.wa or eaaeotial auppliaa can 
be ••otad to ar rha rr:~e~ abroad during tbia period unlaaa thia 
allooatioo 1a tnoreaaed. I u not ramtllar with the de taila or French 
~qulrementa ~ wltb the ai tuation or par t icular induatrtea, but thea• 
in the llllbaUJ who deal with t beae Mttera do not • •• how an extr81>el y 
aerioua ai tuation Ol\0 be avoided uolasa traneport equipNent and eeeen­
t1sl raw matertala can be brought in aoon . I believe an arror t ia 
beiOC .. de to ge t an inoreaaecl allocation or shippi ng. However, t ho 
continued lack or ag...-nt w1 thin tbe CoverOJD8nt conce rning rtnano~al 
and control Maeu.rea la, in my opinion, no l eas t.portant than the 
phyaioal lla1 tationa In aupplles In holding up prograea in economic 
recooetruction. Ac tually I c8llllot personally see bow sny improvement 
can be expected until both the policy and the aupply l imitations are 
removed , but t~i• may be an over-peae imiatio vi ew , 

Sincerely, 

Kr • Bu ry D. 11hi ta , 
U ai atant to the Secretary, 
Tzoeaaury Depar ta.en t , 
Waabington 8&, D. c. 

-·-~-
Regraded Unclassified



• 

0 
UNITED STATU O f AMUICA 

TREASURY DEPARTMENT 

~·-, 

' {. 

All'l MAIL 

Offi ce of the Treasury 
Rap ra .. ntat Iva 

EMbaaay ,of the United States 

0 . 

0 

Paris, 8 J anuary 1945 

AlR P:>UCH 
NO. 70 

Dear l.r. White : 

In connection with t he r ecent increase in the salari es 
of Civil Servants, the French Government nas appli ed a syst em 
of forced savin~ to employees Of the bt a te , By an Ordi nance 
of 6 J~uury 1945 tne following deduc tions are to be made from 
the salaries of Civil Servants: 

20 per cent of the amount in excess of 100, 000 and 
less than 150, 000 francs ; 

25 per cent of the amount in exce~s of 150 , 000 francs 
and less than 200, 000 francs; 

30 per cent in excess of 200,000 f r ancs and less than 
3001 000 fr11ncs ; 

40 per cent of the amount in excess of 300, 000 f r c.ncs 
less than 400, 000 francs ; 

50 per cent of the amount in excess of 400, 000 francs . 

and 

The amoun ts so deducted are to be dep,osited in an account 
opened in. the name of the employee on tA1 'comptabl,e public" 
on which interest at the r ate of one per cent per annum will 
be paid . 

llr. Barry D. Whi te 
Assistant to the Secre t ary 
Treasury Department 
V.ashington, D. C. 

25 per cent for one 
per cent for e&ch 
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PARAPHRAS£ Or TilZORAX R!Cr i YED 

I ri01U AMrto• .. baaq, P•n• 

{ . fOJ \ leare,..., ot !Ita'•, Vaalll1actoa 
' 

DA!DI l'alaun 12, 11 .. 

llntlt!U ... ·, 
'· 

Re)ll1,14 to IIOIOOW U 110. 8 aad to LoadoD II 

tota7 llta~&lt rep01ht to u the eapUal intire•' or Prea .. 1n 
I 

1111111 \be ~ •• , Ol,lrl, 'aklll OYir ~J aa ·~'ODO.OUI 1ft,lrnt,1o.al .. 
oraaahaUon ~ ln •••1111 ll,...a war 1n4~"n•• ead near war 1ad~it-

tl'111 -'11•1aah4. .&1•, be OMII'Ye4 'b-' Pruce 11 1nhreate4 1n 

eel1nc ''"" J)IIA1•'al .. ._, .. , to all Oer.aa war otlalaall. ftloap 
be baa ea14 UDJ Uaoe Mtora, ll4a~U, 1n a -OOI'IYII'Ia Uon wUb t..oa 

( lea4araon ani .. 1 repoate4 tkf- abo•• \o4q, 

ID114ea,allt, Ra-.reoa baa u4e aa eaoellen' 1mpreeelon oa the 

uaj Pre•h ott1olall wltk whoa be hae epokaa on the n~J .. t ot 001'-

0 
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CW.:S TO .&IIDQUSst, QtJI 'lO , llctJJ.DOR 

Reference Departaant1 • 988 of Dac•aber 18 , 1~4. 

lntoraation raca1Tad b7 tbie OoTernaent a~bae1sae 1aaalnant daDgar 
to 147 1n41T1duale interned in Camp Bala enbargan, near BaDoTar, OarmaftT, 
u4 hold1'Qc ~eoporh baud in \he nua of llcuador, dnca \he tara ct 
TalidU7 of neh ~eoporh baa expired or h near expiration. 'l'o &Told 
\rec1c loa• of lite, plea•• \raneait to lloaadoran off1c1ale th1e Ooya~ 
1Nilt1• urcent raquet that the proh ctin povar of :lcuador be notified 
\bat the Talid1t7 of tba paaoporh of the aboTa-•nUoned jiTOup at BaliiDoo 
bar&•n bou b• n exhnd.a4 and tlult t he .. 1nd1rtduala are to be accord.ad 
proh cUon. 

Plaau a4Ti .. h l&&raphicall;y of the euoc11e of 7our atfor h, 
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DaW l~ 22, 1945 

... ,4 8a)O p.a. 

•• • ... , fill Siate, ....... 
.,.,, llaWII'j' 22, ., , ••• 

rca SID naa -· 

111'-- .. ..W toO line npaW tala' 200 t.o ~ lew 

.,. _.. ..... -at fta'11l n.W' -s tbat a 

Ia "' ' ft ,._ " I DO - .JJ-IIP7J 1? fwW 'e-

C•• a 1 vii ,....J:us-_.a s. u;aw to 11ne .toW*' 

Gw M- '-! 7w '• ftanl HUH lMo • e:dcalllr 

au...., • u- fill"'' •. 
MIMI .. •a fill Jl 1 21 W'l'1ee • ww -

So M: U. M I I :A "JJUl 1U ) # II" I $ tet. till 

• r "" fill 60110 1 •" fill "" ' d till wta fill 

ID1 '"• 
WI NANT -
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a.ferenca 70ur 9 of Je.all&%'7 17, 

Pl .. ea axpraee to Iriah authori tiee thia Government's appreciation 
Of their hu.AAI initiative in t he a&tter of threatened Jev1ah inma tel Of 
Oel'll&n CaJDPI • 

ln tb11 connection, Departaent e.ad WRll vculd greatly appreciate it 
if Irieh covern&eAt could intora Garaan Oovarnaent that the reply of 
Oeraan author1t1ae to Ireland hal been noted b7 t he Governaant of the 
United Statee , and that tbie Government accord1ncl7 ezpacte that Jewieh 
and okhor eurvivora of theea and other concentration, detention and labor 
o.-pe 1A Oeraaft7 and Oa~controlled territor, vlll b~ kept alive b7 
Oaraan authorltlee, 

Ia vlav of the aearn••• of Oav1ec1a and Birkenau to the front. it 
la urgent that tha above coaaon1ca tlon r .. eh O.r.an authoritlea vlth the 
graateat poaelble apeed, 
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tOt ~ tapUaa, J)!bltn 

Dl!IIDI 

••• 

&ltaw 7'flW 9 of Je=· 1 17. 

l'l.-N uprue to :rruh a~at.hart\1• tb1a OOftnl-

_,,, ~1&\ion ot tM1T '- 1111\i.atift 1n tba •t~ 

ot tm-teoad Jn11b U..t. ot <Jinan O.pi. 

In t.bla oooa.ot1oa, Dapu1iMnt and 'IIJUI would 

..-U¥ awa-ata 1t 1r Iriah av-wt could intOI'II au­

Oo-IWit Ulat ttw "Pl7 ot OW D IWtbari"- ~ :rz..l.d 

11M bee DOW b7 tbe Oo-wt ot tbe 1Ja1tad Stat., Ulll W. 

ot U.. aDd o~ ~Uaa, detaot1an aDd lallar ~ 

1n aur-zo- llld OW -..uta alW terrl\or7 1l1ll. be loJP' all w 

bT Oal'llall allt.hart \1M • 

In 'ft- ot tbJ - ot Oft1ec111 and lll.ftlaaala to 
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liMed bel• u paNJlbrsM ot 111111" n.lwcl,.. Rel'bel'\ 111\1111 

AabN 1v Moe r. .. ..U that Jai.Jrt. DWbatt• C~tt.o Joo t-'t be 

ct- tada ... ,.. (lilA: " ~·· •bl• ot J ., '· Jo. 3.) 

aot •• 1v 1'arti* II1JEloV7 ot ro ,..w. a. ·~ Ji~Uaipn1o ._. 

.._ oddoo4 ot tM n'-1 1v JaW1nev. 

Aabn Mr 1A AabN ud War~ IIDdd 1A ~-

( ~ oddoo4 ODDI l'idJI« tada Mt\a' u4 70!l ~ w1;b to ~~QQMt Uiet 

... lN1• to 0 lw bCI9I'do tu ... l'tq .. w 'bir JDC. 

1o ~u- ot ~ r.. c-w.. to lltih 1o ,, 1 

PDII&itW 

( > 
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ltC ' !tJee 9l00 P u• •- 2500 .U. eli*M'W ~ 

a aoo ld.Jee .._ !lOCO a •· Go\Vtlft 1 :da • 
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1~22,1945 
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8811 be~ •• ,b .. u... ~ wUl be ..s.i"-4 

\o Pal.MU.' 1\ bu -- 4eolde4 \o - \he 811\lre .,.., 

ot 16'12 \o l'bWppwUla plllldiJic a t1Jial dN1a1aa ~ 

\llelr 'lll.t.iaa\a deaU.Uaa. 1.all bu ..._ nq-W M 

s' MT a\ ..sa 1'W ••--.l'oaUaa witb a-, ot...,-
.....UC .. 6naUa ot Ul1a au; '· 

• 

stLIDICB 
(~) 

- . 
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ClBLS TO HIIDilLB, BERN, Fm l.IJOLEIJAND FRCII WAR REFUOSE BOARD 

Pleaae refer to yrur 213 of January 12 regardi.ng the .... acuat.ion 

troa SO'itMrland of Jh?2 refugees fr<llll BargeD Bolaen. 

])laamuch ea it will probably take some time before it can be 

determined whether these refugeoe will be ad!ll!.tted to pales t.ine, 

it haB been decided to cove the entire group of 16?2 to 

l'bilippeville pending ~ fiDU deoieion regarding thsir ultimate 

dest.inetion. ONRR.t. haB been requesteti to make arrange11111nte !or tbe 

reoept.ioo of the entire group in Ph111ppeville . SHAEF will arranae 

for their transportation. 

It is suggested th~t you communicate with tho ~erican Embassy 

at parte !or cOIIIIl!Wli.oation with o-5 of SHAEF concerning the detaila 

ot this lllOnllllnt. 

THIS IS 11RB BEN CABLE NO. 3?4. 

1tl5 p.-. 
.J&nut.r7 22, 1945 

JIJlltbd 1/22/45 
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Pleaae deliver the following message to !llaac sternbuch, St. Gall, 

!rCIIl Vaad Hahatzala . .Emergenc:r COIIIIIitteea 

QUarE ANNUAL CONBSRENCE I.PfROVES YOUR RESCUE .lCfiVITI.ES. 

'IILL SUPPmT YOO FUUBST loiEASUilB INCLUDINO tm:::ESSARY FUNDS. 

<JILY JlCIIENTS REKlDI RE3CIJB OOR UMF<RTUN.lTE I!IETHFlUI. DO EVERlTHDIG 

~IJB 1!AXDlOJl Nlllll!m. UNQUarE 

TIUS IS 1'IRB BERN CABLE NO. 375 • 

2al.5 p.m. 
Januar;r 22, l.94S 

RD aFH&hd l/22/4S 
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~- •S.. IlaDud OlllT arrlnd than an. llriullra 

.,_P IIIII ._. 1uael7 departed, 

.. 

-
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... ,.,,,., ,anlbWUM of p\U.: ow BB JIIU'Mla to 

-u4-1DO... ac 11 \nUoD-... 

-no. 1no a. 'f(f - \Ill\ tar lOIS. •• = 11 
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~ OW M _._ 011 , .. CoauiiDUGG RJIII1T \nM.-r' 

r. POl ... , ,., lllft w ... 11ope tar ao _. liM see 
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WRB, pareels to ••••aaible camps. 
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~-\bia~ 
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su.uoe recv4iac ao-llbUl\T all -s- pu-\1• 
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tauw ltlJ. 
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.... A.nnaa Jlaa1 _.. _. ... 'M1""• • au- • 
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'ftWIIIl..U.. ... fin\ ...U ... 1a I J \4• 

.,.., •a 'II 16, 1944 allll - 41 1151 a\ ) &'* 

~ - ....... d\ll Dr • .,.., • teiC "'el ... 
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l, I~ ia f.are4 •ha~. in l ine wi~h the racor6 of their paa­
oruel\iaa , Oaraaaa will .... acre Jewtab aDd other ~iTCra in caapa 
.luobvih (Oawtacia) and Birll:e,. n ear ~ttowih and other c .. pa in 
the~ area prior to r••reat. Pl.eua rQSBeat to SoYiet autbor1t1ea ~be 
urcancr of addreaainc auitable warninc• b7 radio and peapbleta to 
Oeraane in ~boee looalitiea, I n Yiew of the naarn••• ot So•let foro•• it i a 
talt tha~ auch warninca b7 thea wonld .bl helpful and effective, Pleue 
&leo ralae with So•i•t atithor1~1•• the feu1b111~r ·ot ~heir ~~1~ 
dlreo~ ••a.ur•• tor the proteo~lon of the -..p inaatee, 

2 , .le indication whether Oera&De contiDUII ~heir pol1ey ot .xteraiD­
a~inc r-1n1nc J wa prnioue to re~reat , VBB h anzioue to haar wbe~her 
60,000 to 80,000 Jewa reported in Lou a fw aon~h• aco were tot~~~d aliYe, 
Pleue 1nctu1re and report to DepartMnt and VBB, 

J~Zr04Z7 23, 1945 

~a 
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Pl"ca tom ll&jW& 
0 at. 111111 ..., WuaM loarll. 

It. u tMNil ~. 1D l1De with t.ba ,_4 ot t.twv 

~ oru.lUN, au- will r rr IV JilllrUb ADd o~ eur­

Yl'W'IliW 1n CMIIp8 ·-t.l'- (a: '"iil) 111111 l:1l1lllaau DMr Jra\~ 

wU• ancl o~ 01111118 1D \ba\ - pr1ar to retzwt.. n-
( ) •IIII*R to Softe\ au\bar1t1M t.ba liip;ac;;y ot lldclre••iDa au1t.­

abla warmnp b)' l"ttdlo an4 p 1 blew to a.n.na 1n ttac.a 

looaHU... Da ..S.. ot ot 8orie\ .tarou it. i a .taU 

\ba\ INCh 1IU'IWip b)' U.. Wlllt ba belphl aDS at.teouw. 

Pl.- alao ra1w w1\b acrn.\ &\l\bori.U.. t.ba .teuiblli\7 ot 

t.bav ~ d1not.- tar t.ba proteot1011 ot o.., u.a\M. 

u 1ndlci&U011 ~ a.r-n. oootuw. t.ta.1.r poliAI7 

ot axtenwaau.oc z rtmnc .-. pN'YiGUe to retnat., .. u 

..a.- t.o bear ..... 60,000 to 80,000 .... ·~ad 1D 

ll:lda a .tw .ant1w qo _. ! 01111111 allw. Pl.- 1Jiq\IU'V aDd 

repcn to Dapu 
0 

\ 111111 ... 

IILJWia 
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MOf to BE R!·lB4ftSMIItiQ 

con •o. :f 

ID!oreation received up to 10 a.c . , 22nd January, l94S, . .. ,. 
-..l.L~ 

1. HOME 'lfAtERB. 2lst, In the cha.nnel One or H.ll. Destroyers •• "'&ed in collision with 1./S trawler which later sunlc. 
2 . M£DltESBf!Nf!!• 20th, Gercan Hospital Ship ORADISC.I. inter-c~pted by one ot ~ Destroyers 1n hegean now under escort to ule:undr1a , An LST mined near Patras but reached. port . 
3• AsTI-SUBJ!ABI !!E OPE~lt1T~NS . 21st, One or 11.11 . Destroyere orr Landsnd probably oank ~.t which hod previously torpedoed ship in c oaetal coovoy, One survivor f rom 0-beat p1ck•d up, 
4, §~EKY ATTACK ON SHIPPINg, A 7176 ton U.S. ohip torpedoed ott Landsnd in coastal convoy but reached p•rt , 
MJLITARX 

S. !lEStER.~ Pl!ONI. Southern Seetoro l'reneh attaok against Souther n odso Col.!>ar pocket modo slight procress alons wide front between IIUlhouse and Thann. North or Strasbourg Allied line with­drawn slightly but U.S. troopa though isolated still control village Druaenheim, Control Sector• 3rd u.s. Army made further progress in at1vanoo urtb of Diekirch deapito difficult • •ather conditional. UncoDtirMd roporta atsto loft tlank this ormy hea edvaneed n no miles N.B. !roc Houtfalizn in direction St. Vith, Northern Sector& British at tack trom Sittord made further progress and reached several points within throe miles lleinsberg despite stiffened enemy resistance and bad weather conditions . 
6,_ llllilll&• Arakan Sector& We have landed 
(!>0 !IIUos aouth Akyab) . Central Buma S0otor& 
ward }!andalay continues. Uortheaatern Sector& miles north or Mon.gmi t, 

on Ramroo lsltnd 
our advance to­
our troops now 23 

?, §t~ FFQNT. East Prusaian Sector• Russians report Gumbtnnen~loa eaat Koenicaber& ) captured also advance north­wards on SO mile front across aouthern frontier Bast Prussia. North Control Seotoro Russian troopa now 12 miles from important oommun1oat1on centro Torun. South Central Sectors German frontier orcs sod on· SS mile front s .E. or Breslau and penetration or nearly 20 miloa modo, Southern sector• Oermaris continue attacka in area s.w. or Budapest, 

a. WESrEBN fRONT . 21st. 730 escorted u.s. heavy bombora (28 outstanding of which 10 beliovad sate ) attacked railway contres and .t..F. V. •orka J.schaftenburg (833 tons), ll&nnheim (73S tonal , Heilbronn (lSS tons) and PforheiD (120 tons), Pat.o-t 1nder technique employed with roaulto unobaerved . SHA!F (Air)& 615 aircraft ( i.ncludinr 226 medilliiiS) "~,rated succeutully Northern S0otor , 331 tightera and tigh~er bomber s opereted Central and Southern Saotors , Over 260 II.T. destroyed, 
9, IIEfll'l!Wl!l'jAN. 20th, 34S eaccrttd u.s. heavy homhera (25 chains aucceutUlly attacked rive ra1l•ay centru 1n .t.uotr1a including Lin& (236 tonal and oil installations Rogensburs (201 tons ). 642 oircratt (5 missing) attacked o0111111uni cat1ona Po l'tlley and battle arau destroying or daM&1ng over 130 II.T, 
J :•:;s SF.QtmltX 
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January 23, 1945 

At 7:15 l ast night I called Mrs . Roosevelt and 

t old her t ha t I had gotten the suggestion that Senator 

Kilgore was willing to be Secretary of Labor. She 

said she would tell the President about it. I said 

I didn 't know anything a bout what was goi~g on about 

the position of Secre tary of Labor, and that all I could 

eay wee that I thought Kilgore wae a very fine man and 

that he had the backing of A.F.of L. and C. I .O. She 

said that the Pr esident fel t t hat the only man who 

could fill that position wae Oil Winant , and that Winant 

di dn't want to leave London until after V- E Day, but 

she would pass my message on to the Presiden t. 

• 
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Hello. How are you, e1r? 

Fine. 

Thil t 1 s good. 

January 2}, 1945 
11 :11 ll . m. 

Did they send over to you end ask you to design 
a \far Bond tor m~ . 

They certa inl y dld . I have it on my desk right 
in front of me - - a V-l·!ail. 

veah , they sen t over fo ur desi gns and t hey were 
all lousy. 

Yeah. I think that ' s a groes understatement. 

And I said send them over to you end I wanted 
one like -- oh, that ash tray. 

I know what you have in mind but I was just 
wondering how 1~e're --I ' m just won<'ering how 
I ' m going to do it and etil' keeu the bond i n 
it , \~hich 

~/ell 

I think is essential. 

'-'ell 

I ' ll have to do a little skull work on it , I'm 
afraid .. . . 

\•/ell 

for a f ew days 

I ' m sending it to a good man . 

and see whe t I can do . A bond ··ou feel 
the bond must be in there , don't you? 

Oh, yes . Wouldn't . .. . 

As a mat t er of suppl Pm~ntal decor ation. 
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Hello. How are y u, e1 r ? 

Flne . 

The t ' s good. 

January 23 , 1945 
11 : 11 R. m. 

Did they send over t o you and ask you to design 
a 11/ar Bond for m~ . 

They certai nly di d . I have it on my desk right 
in front of me - - a V-14a11 . 

··eah , they sent over four designs and t hey were 
all lousy . 

Yeah . I think that' e a g roes understate~l'nt . 

And I said send t hem over to you and I wanted 
one like -- oh , that ash tray. 

I know wha• yo~ hove in mi nd but I was Just 
1·/0nderi ng how 1~e ' r c -- I ' m Just won('! er ing how 
I ' m goi ng to do 1t and stil' keeo t he bond 1n 
i t , ~~hioh 

'II el l 

I think is essential . 

'Nell 

I'll have to do a little skull work on it , I'm 
afr aid ... . 

\iell 

for a f ew days 

I' m s ending it to a good man. 

and see wha t I can do . A bond •1 ou fPel 
the bond must be in there , don ' t you? 

Oh , yes. Wouldn' t • . . . 

As a matter of euooloment al decoration. 
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No , not necessarily-- I don't think so. The 
whole idea that I had was, in between drives 
they would -- parents could let the bovs know 
they're buyi ng a bond and the boy would know 
there's a bond waiting for him. Now, how to 
get that thing over, I don't know. 

Well , will you let me play around with it? 

That ' s the idea . 

What I' m going to do-- I ' m going to kick it 
around for a f ew days and see if I can make 
eome sense out of it. 

Now, l~r . Sarazan , you remember we called you 
up a month or two ago about fu rnishings? 

Tha t's right. 

·~ell , we signed a lease today. (Aside: Wher e 
is it? lvbat ' e the address?) We got an apa r t­
ment in 2029 Connecticu t Avenue . 

2029 

Yes: 

Connecticut. 

And we would like to have you do it for us . 

'"ie will do it. 

And who 

I':n going to put my Herchendise Manager of the 
•furniture department with the decorator t o handle , 
it because it may r equire the purchasing , or t he 
shipment of merchandise-- to expedite t he good&. 
You want it more or lees qui ckly . .. • 

That - - more or lees qui ckly ie r ight . 

If I simply sent a decorator over there, we won ' t 
get done what you want done, and I want -- I wen t 
to get it done for you. 

Now, let me ask you this : who - - who are the 
oeoul e eo that we can-- it wil l be some time 
Thursday-- and who ere the people that .... 

Regraded Unclassified



0 
8 : 

HMJ r : 

S: 

RMJr: 

s: 
AMJ r : 

S: 

HJ~Jr : 

S: 

( ) 
~Jr: 

S: 

HMJ r : 

S: 

!!MJr: 

S: 

HMJr: 

s: 
HMJr: 

S: 

HMJr: 

0 

- 3 -

The Merchandi se Manager i s Jack Blau -­
J-a-c- k B-1- a-u . 

B-1-a-u. 

He ' s our mer chandise man . 

And we should call him? 

No, I ' ll have him ge t 1n touch with you. 

No , tha t's not necessary. 

Well , I ' d prefpr i t because Jack is in New 
York and I believe he ' ll be back Thursday 
morning. 

liell , it's Thureday morning that l·lre . Horgen­
thau would like to do this . 

All right . Now, may I call her or you Thursday 
morning? 

No , I ' ll tell you -- Charles Bell -- I have 
assigned him to help Mrs. l~orgenthau -- 1n 
the Treasur y here. 

Charles Bell . 

Yeah. He's my Administr ative Assistant . 

All rigb.t . Now, eup:cose I call !~r. Bell then. 

Yes . 

Thursday morning. 

Yes . 

And tell him whether Jack's 1n town or not . • . . 

And i f he ' s not . ... 

. .. . and make an arrangemen t where they should 
meet. 

And if he 's not in town, would your decor ator 
be a vailabl e? 
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Of course. I'd pr efer to have Jack in on it .•.. 

Fine. 

.... because he will-- he will eee that t he 
merchandise that's needed be brought here no 
mat t er where we have to -- from .,here ~· e have 
to get it. 

Fine. 

And that may take hie good ,officee to do . 

And a s I told you, I don 't mind their saying 
it's for me , if that's of any use. 

I understand. 

When you go to the manufactur er you can say it's 
for me. 

I understand. We 're going-- if you don ' t mind, 
we will do that . 

That ' s all right. 

And I know we 'll get it. 

I ' m sure you will . 

I usually have a good man - - I don't l ike to 
send a boy out to do a man ' s job. 

No , and you ' 11 be i nter ested, l~rs . l!orgenthau 
inquired around and ever ybody talks so highly 
of that department in your stor e . 

Well, they do -- we do a pr etty good job. 

Somebody said 8loani e is - - oh, he said, "Hecht ' s 
is so much better t han 8loa!ll! e." 

Well, we think eo but, after all , we're a little 
bit pre judiced. 

And you did a job, evidently , in that apart ment 
house ver y recent ly. 
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At 2029 , yes. A couple of them , I think. 

Yes . 

Uh buh. 

So I' m going to 

You will forget about it then and let me contact 
~!r . Bell .• .. . 

Right. 

. .. . Thureday . 

Right. 

And - - Thursday morning. 

Charles Bell. 

And if Jack is not in town , I ' ll have one of the 
d~corators go ahead or Jack and get in touch with 
l4r. Bell and Mrs. Horgenthau and go ahead. Is 
she out of the hospital now? 

Yes . 

I e she feel ing be tter? 

Be tter but she's still not well. 

Uh huh. 

But definitely bet ter. 

':/ell , I ' m awfully glad that she ' s bet ter. 

Thank you . 

Now, we'll go to work on it and you can-- you 
quit wor rying. 

I will. 

Okay. 

Thank you. 

Thank you for calling. Good bye. 
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RUSSIAN REFINERIES 

Present : Mr . Pehle 
Mr. White 
Mrs . Klotz 

Ja.nuary 23, 1945 
11:50 a.m. 

H.M. JR: That came this split second. I had to 
send my own messenger to get it . (Indicates l etter 
from Mr . ~rowley to the Secretary, dated January ~2, 1945. ) 

MR. PERLE : He didn ' t do what he said he did. This 
is a refusal , too, Instead of doing what he told you, as 
I understood, that he was going to do--that is , ask for a 
higher priority- -he encloses a co~y of this letter which 
we have from General Wesson , who 1s his Soviet Desk Command , 
saying they weren ' t going to ask for a higher priority. He 
said he asked General wesson to see what could be done to 
speed it up . 

H.M. Jk: (Speaking t o Mrs . Klotz) Get my conversation 
with ·Crowley, please, the one where he said he was goi ng to 
get this thing through on a certain date . He told me he 
would .get it through on a certain date. 

(l~s. Klotz leaves the conference temporarily. ) 

1.m. PERLE : Wesson' s letter, in the middle, said , 
"I do not f eel we can justifiably press for priorities 
or directives-- . " Your claimant agency here, FEA, is 
t rying to make a decision as to whether a pr iority shoul d 
be assigned where in my judgment their job is to press--

H.V.JR: Underline the part that is important . 

He told me he was going to finish it by June 30th. 

MR. PERLE: You saw what Krug ' s letter said about that , 
sixty percent by June 30, ninety by November 1, completi on 
by next January • 

Regraded Unclassified



0 

0 

0 

- 2 -

(Mrs . Klotz re-enters the conference , and hands the 
Secretary two telephone conversations he held with 
Mr. Crowley on January ~2 , 1945. ) 

H.M. JR: How did you get copies of Krug ' s letter? 

MR. PERLE : He sent copies to Byrnes, Hudenko, Major 
General York , Wesson , Clift on Uack, Badger and Deutch. 

H. !A. JR: (Reading conversation with Crowley.) "I 
checked that and we've speeded up as fast as we can. 
Most of that will be out by June 30th but I' ve asked them 
t o get it all out by that time . " 

L!R. PEHLE : They won' t do that without a higher 
pr~ority , Mr. Secretary. 

H.M.JR: I will call them up. 

MR. PEHLE: Will FEA ask for a higher priori ty? Th~t ' s 
the real issue. Until they do , you are not in a strong 
position to ask Krug for anything . 

H.!A. JR: ~hich do you think is more important in 
Washingt on , the word "know-how" or "run-around" 'I (Laughter) 

UR. PhHLE: 'Run-around . " 

H.M, JR: They are the two favorite words in this town . 

MRS. KLOTZ : I never heard the first one . What does 
it mean , "know-how"? 

H.M.JR: "Know-hov1" ? 

MR. PEHLE: The technique for doing things . It you 
have a patent- -the Germans used to have patents which they 
used to take out in this country , but if you followed the 
instructions of the patent, you couldn't get anywhere, 
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because you d.idn' t have the "know-how, " the i nner-secreta . 

H.M.JR: You could read the booklet, but you woulon't 
know how actually to produce these things . 

MR. PEHLE: The troubl e is , here it is FEA. Crowley 
at the t op level doesn' t understand t his or follow i t . 
In Krug' s shop Deutch is doing this . He wrote that letter. 

(The Secretary holds a telephone conversation with 
Mr. Crowley, as follows: ) 
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HMJr: 

Mr. Crowley. 

Hello. 

Hello , Henry. 

Janu~ry 23 , 1945 
11:5& a.m. 

Good morning. Leo , I think there must be a 
l ittl e misunder standing somewher e down the 
line i n your shop as a r esult of the conver­
sati on that you and I had in regar d to this 
Rueeian business. 

Yeah. 

'.fuen I talked to you on the morning of the 
22nd, you said that -- you checked t~is thing 
up and you ·said that you'd get most of it out 
by the 30th of June. 

That ' s ri ght . 

Well , t hen, you forwarded me a l etter from 
\'Iee son, you see. 

Yeah . 

And in-- the key sentence in Wesson's letter 
is, "I do not feel that we can justifiably press 
for priorities for Russ i a which would upset other 
urgent programs. 11 

Thgt wae -- you unders t and , that wae what Wesson 
bad writ ten to him befo r e ·-:e had talked w1 th him . 
That's what Wesson bad written him, as I under­
stand it, some f ew days befor e t hat. 

•.'I ell, the date on this is the 16th. 

That 's right. 
1.4eseon, after 
\'Ieeson 

Yes . 

Now, then , after I talked with 
talking with you -- I talked with 

and he said he would make every effort to 
move immediately on the thing. 

We11, what -- what John Pehle tells me, the only 
th1 ng that will move it is a higher J?riori ty than 
what they have now. 
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Well , we' ll go af t er -- I told him thPt and 
we ' ll get a higher priority i f we oossibly 
can, Henry . 

':I ell .... 

We may have to have your hPlO o~ the thing . 

Well , that's the whole-- that 's the whole point, 
and I'm ready to do anything within r eason . 

Fine. Let me see , now, and if •.;e have any -- if 
we hit any snags , I'll cal l you and have you help 
me on it . 

The thing tha t they need in o·der to get this 
thlng moving is a hi hPr oriority than they 
have now. 

Tha t's correc t . That ' s my understanding on it . 

!low -- and if you would let me know b,.cause , a s 
I said the o ther day , you seem wholly in eymoathy 
with us that this is a good time to holp them . 

That ' s right. I agr ee wi th t hat. 

Righ t. 

And I' ll call you. 

Thank you. 

--:l 
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(Mr. ~hite enters the conference . ) 

R .~.JR : I said you might as well sit in here while 
'I finish with Pehle . 

At l east your coming over here cleared it up so I 
could telephone him. 

MR. PERLE: Yes . 

R.l.I . JR: He told me on the telephone , "I checked 
that and we' ve speeded up as fast as we can. Most of 
that will be out by June 30th but I ' ve asked them to 
get it all out bl( that time. They have got to get a 
higher priority. He sent me a letter from Wesson, and 
Wess on said he can ' t do anything. I called him up on 
the phone and said, "I talked with \',esson and he said 
he wo~ld make eve ry effort to move immediately on the 
thing . I know you are ~holly in sympathy with us.u 
He said, "Fine, but I ·may need your help. " He just 
doesn't know what is going on in his own shop . 

~-4 
'" I 

lUR. PEHLE: You told the Hussians you would let them know, 

H.M.JR: Supposing you call them up for me and tell 
them I have talked with Mr. ~rowley, once today and twice 
yesterday, and that the battle of papers is going on, and 
that I am hitting it two or three times a day, and that 
that is all I want to do now. 

UR. PERLE: That finishes it . 

H.M, JR: I couldn ' t have done it unless you came over. 

MR. PERLE : I am glad to do it . It is important. 
Unless you push Leo, you will never get any place. 

H.M.JR: Will you call him up? 

UR. PERLE : The Captain , the interpreter? 

H.M. JR: Tell him I aa on the thing • 
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MR. PERLE: I will tell him the whole story. 

~ffiS . KLOTZ: Is he a Captain or Cap? 

MR. PlmLE : I am talking about the Russian interpreter. 
The other fellow is Cap. 

MRS. KLOTZ : We call him Captain Krug and he isn't 
Captain Krug . 
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llli'SSIAN LOAN 
ITALIAN MISSION 

Present : Mr. White 
Mrs . Klotz 

January <:3, 1945 
12:05 p.m. 

"-G ~ I 

MRS. KLOTZ: That is the Assistant Secretary of 
the Treasury, Harry Dexter White . 

H.M.JR: But the President still hasn ' t signed his 
commission. 

MR. V.'HITE: It's hard after that long period of 
artificialit y. 

H.M.JR: I spoke to him last ni?ht . He said , "Didn ' t 
anybody attack me in the Senate? It s terrible. I got 
through without being attacked ." 

MRS . KLOTZ : He prepared himself for defeat . 

MR. %RITE: That was explained to me this morning. 
My name was included under a blanket . 

H.M.JR: Like at Bretton Woods? 

MR. ~HITE : No, not that kind . 

MRS, KLOTZ : Not that kind of a blanket. 

H.M. JR: What do you mean? 

MR. WHITE: A blanket approval . 

H,IJ, JR: What does that mean ? 
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UR. iHITE: They don't know me from the other boys . 

(Discussion off the record. ) 

H.M. JR: Go ahead . 'What is it you want? 

~-7 
... ( 

Mit. \'diiTE: Clayton called last night and said they 
received a cable from Harriman, in which Harriman strongly 
urged them not to make it over to the Russians , which the 
Treasury had recommended, which you had recommended, on 
no interest on Section C loa.n. He said that he agreed with 
the State Department in ita views. You remember Dean 
Acheson stressed that the Russians will think we don't 
know what we are doing, changin$ our minds back and forth , 
and he thinks it would be a aer1ous mistake in negotiations . 

~e have talked it over here, and either they didn't 
present the matter properly in our judgment--because the 
reason we had suggested the no interest was because the 
!Ulssians had demanded a twenty percent reduction in the 
price of the goods which they would buy when the war ended. 
We didn't wish to accede to that, and they were standing 
their ground, so this reduction of interest is a counter­
proposal, which they would probably find even more favorable 
than their twenty. So it ' s not a question of changing our 
minda; it is a question of meeting a demand to open a 
deadlock, and we still think that it should be presented 
in that manner; and it is desirable to the President . 

However, they take the position either you think they 
make a mistake unless you go anyway they want , or you can proceed . 

H.M.JR: You heard what Acheson said. 1 don ' t care, 
Harry. Let me just put it thia way. I would like to this 
time- -1 don ' t want the State Department to be able to put 
the Treasury in the position that we are holding up some­
thing which they aay ia favorable to the hussiana, aee? 
I don't want to be put in that position, so if it isn ' t 
important, I would let State hue their own wq • 
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MR. Ill iTE: ihy don ' t we tell them--

H.M. JR: You asked to see me on one thing. I don ' t 
want to have the Stat e Department put me in the position, 
via the kussians , that I am holding up so~ething the 
State Department had go through the Treasury. 

MR. tli iTE : \,e think they won ' t go t hrough unless we 
make some concessions . They are being awfully tough. 

H.M. JR: ! am giving you the net result, if you 
~ould deal within that panel. 

378 

MR. WHITE : Yes . If you don' t mind, I would like to 
tel l them we don't agree with their position, but we don't 
want to recede from ours in order to let them go ahead 
¥lith their negotiating it. 

H.M. JR: We would recede? 

MR. WHITE : Withdraw ours in order for them to ~o ahead 
with their negotiations , but not to stop them, not d1sapprove. 

H.!!.. JR: I'll give you another minute . 

MR. \'I'HITE: The second thing is the British have 
insisted on seeing me before the Italians were seen by 
you, and they are urging a delay until their government 
can make up its mind , so I said I would submit that to 
you and I thought you would delay it for a week or two . 

H.M. JR: What do you tell the Italians every time 
you put them off? 

MR. V1HITE: \le just tell them the matter is still 
being discussed, but I think they probably get the general 
idea . 

Another matter--

R.M. JR: No, no~ I have a headache . 
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MR. WHITE: You are having lunch. You left Glasser 
out . Do you think you could include him in on this 
discussion on Germany? 

• 

H.M.JR: Sure , I have invited Bernstein. 

MilS. KLOTZ: You did? 

H.M.JR: I told him outside • 

MRS. KLOT~: You didn 't tell me. 
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January 23, 1945 

lo!IULOIWIDUM FOR THE SECRETiRY 'S FILES: 

Memorandum of conference held in the office of 
Speaker Rayburn at 2:30p.m., January 22, 1945. 

Prnent: Speaker Rayburn 
Secretary Morgenthau 
Assistant Secretary o! State Acheson 
Majority Leader McCormack 
Congressman Svence, Chairman o! the 

House Bank1ng and Currency Committee 
Congressman Wolcott, Ranking Republican 

Member of the House Banking and 
Currency Committee 

Harry White 
Joseph O'Connell 

The meeting was held at the suggestion of Congressman 
McCormack for the purpose o! discuasing Bretton Woods 
legislation. Mr. McCormack, aa Majority Leader, pointed 
out the desirability of having this and other important 
legislation introduced and considered in Committee at the 
earliest possible moment eo as to avoid, as much as possible, 
a situation that ordinarily develops of having a tremendous 
flood o! important legislation reaching the Floor late in 
the seuion. 

Speaker Rayburn was o! the same mind, and wanted some 
information as to when the legislation would be ready !or 
introduction. 

It was explained by Dean Acheson and Mr. O'Connell that 
we had been working on the legislation, with the understand­
ing of the Chairman o! the Banking and Currency Committees 
o! the Senate and House, that as soon as we have something 
we will make our suggestions available to Senator Wagner 
and Congressman Spence and will hold ourselves in readiness 
to go over it with them and with the Legislative Counsel in 
the House and Senate. It was indicated that we hope that 
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that stage within the next few da1s, 
couple of points which have not 1et · 

Vr. Wolcott made it clear that , while the Congreaa 
will be ver1 glad t o have our suggestions as to the form 
and content of the legislation , the bill will be a "Con­
gressional" bill as distinguished from one prepared in the 
Executive branch. There was, of course, no disagreement 
on this point, and it wae made clear that we were merel1 
trying to get ourselves in a position to be aa helpful t o 
the Congreaa aa ia possible. 

Reference was made b7 Mr. Spence to the fact that hia 
Committee baa Commodit1 Credit legislation to consider 
aoon, probablf in advance of anything else, but that this 
will not in all probabilit1 take ver1 long. The Secre tary 
mentioned the fact that the Federal Reserve Board had aome 
legislation which would preaumabl1 go to the Banking and 
Currenc1 Committee which the1 would probabl1 be wanting to 
have introduced shortl1, but since neither Mr . Spence nor 
Mr. Wolcott knew an1th.ing about .it, the subject waa not 
pursued tur ther . 

The meeting ended with agreement that the legislation 
should be introduced as soon as ita form has beau agreed 
upon , and that we would have our sugge stions aa to i ta 
form in the banda of the congressional leaders aa aoon as 
poaaible -- preferablf within a weak. 
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!'rs . 
Klotz : 

O::>era tor: 

HJ.!Jr: 

Ste ttinius. 

Right. 

I s he on the wire? Hello? 

January 23 , 1945 
2 :45p. m. 

2 :46 p . m. 

HJ.!J r : Hello. 

Secretary 
Stettinius: Hel lo, my pal . 

HMJr: How are you? 

S: I ' m good , sir. Juet -- just cleaning up end 
phoning to say , "Good bye", a nd see if thl' rP' s 
anything still nending between ue, or anything 
you wen t ed me to do for you ~:hil e I we s away . 

HHJr: 

S: 

HJ.!J r : 

5 : 

1-!MJr: 

s: 

HMJr: 

S: 

HMJr : 

''/ell , the principal thing , Ed, that ' s nending 
is this que stion of ho~<• '"e ' re goine to ge t s tarted 
on this l egislative commit tee. 

Yeah. 

Did the President want that -public or not? 1'ihPt 
do you think? 

I don't kno~1 . Remember, I asked you -- I don' t -­
I r eally don ' t know. It-- it isn't en Executi ve 
Or der ; it' s juet in the form of a memorandum. 

';lell, why i sn't-- why isn ' t the normal, oroper 
thing for you to -- for me to -- I'v e already 
told Acheson t hat it was s i gned. 

Ye s. 

And f o r you to call Acheson and Harold Smith in 
end have an organization meeting . 

Well , it's all right wi th me. You want Acheson 
you don 't want 
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Gr ew. 

3r ew. 

I think - - yes , I think Grew ought to come and 
bri ng Acheson with h1m inasmuch as Acheson iA 
followtr.g stuff for me on the Hi ll now. 

For the fi r st meeting -- a nd then do you ~:ant 
Gr ew on after that or not? 

No , I would think the firs t meet ing, Grew, and 
then after that , Acheson . Wouldn ' t you t hink? 

Yeah . 

I mean , the organization meeting .. .. 

Right • 

. . . . let Grew come . 

All r i ght. 

And then f rom there on , let him - - let h1m pu t 
1t i n Acheson ' s hands. To save time , you mi ght 
ask Gr ew t o bring Acheson ~r1 th h1m. 

':/ell , I think I ' 11 do tha t. 

The t 1 s whP t I would do if I were do1n~ it. 

•.ie l·ren t u-o on the Hill together yesterday -­
Acheson and I -- on Bretton i~oods . We hat' a 
good ~eet1ng with t~e S"Oeaker . 

Good. 

You ' r e off Thursdey , ar en ' t you? 

'.'I ell , I mi ght hAve to go sooner. 

Oh, you do ? 

Yeah, de-oend1ng uoon weather and ther P le somethi ng 
el se t hat ' s c ome uo for me t o do on the way . 

I see . 
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So I' m actually c1Pen1ng up here tomorrow. I' ~ 
cleaning up here this evening. 

I s ee . 

And we have to be ready for to move anything 
f r om tomorrow morning on. 

·.~ell, the best of luck . There 's nothing that I 
have in my mind other than wishing you success. 

Well, sir, I thank you and I have-- somehow I 
have a gr eat faith and confidence that the three 
~en are going to solve many things tr~s time in 
the proper way . 

I ho~e eo for everybody 's sake . 

Right , Henry. 

Beet of luck. 

Thank you , ai r . 

Bye . 
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TREASURY DEPARTMENT 

INTER OFFICE COWWUNICATION 

TO Secretarr Korgenth&u 

FliOII J. J. O'Connell, Jr. 

Date 

Janua.ry 28, 1945 

For your information 

Marriner Eccles and I met with Congress.an Spence and 
Congreamu.n Wolcott this morning at ll o'clock. The purpose 
of the meeting waa to discuas the legislation sponsored by 
the .Federal Reeerve Board reducing the reserve requirements 
behind Federal Reaerve notes and deioaits, and extending the 
authority (which will otherwiae exp re June 30, 1945) of the 
Federal Reaerve banke to uee Government obligations as col­
lateral aecurity tor Federal Reserve notes. Both Congressmen 
were quite ~pathetic to the purpoae ot the legislation, and 
indicated that they would herdly think it would either be 
ney controversial or would involve extended hearings. Both 
Kr. Eccles and I indicated that you were very anxious that 
nothing cut acrose the ~o. 1 priority" that all are agreed 
the Bretton Woods legielation ahould have. Neither Spence 
nor Wolcott eeemed to !eel that we need have an, worry on 
that score, and both indicated that we can erose that bridge 
when and if we coae to it. · 

llr. Eoclee lett with both Congreumen a draft ot bill 
which would reduce the reeerve requirements !rom 40 and 35 
percent to 25 percent, and would extend indefinitely the 
authority expiring June 30, 1945 with reapect to the use o! 
Government obligation• aa collateral behind Federal Reaerve 
notes. He alao left with them a ahort statement explaining 
the bill. 

It ia not proposed that the bill be introduced in the 
Houae imtil .. have had an opportunity to talk to Senator 
Wagner and soJHone !rom the Republican aide of the Senate 
Banking and Currency COJai ttae, ao aa to be sure that 
identical billa will be introduced in both Houses. Sene tor 

· Wagner will not be back until next .. ek, wt no tiM will be 
lost in the meantt.e, ainoe the new House Co..ittae on Banking 
and Currency haa not yet been organised ( ainoe . the new 
Republican committee aaeignmenta have not been confiraed by 
the Houee, and will probably not be before next week). 
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January 23, 191J.5 

MEMORANDUH FOR THE SECRETARY 

Fr om : 

Sub ject: 

l~r . Blough 

Meeting of Joint Co~~ittee on Internal Revenue 
Taxation, Tuesday , Januar y 23, 191J.5 . 

(For your information; no action required) 

The Joint Committee met today fro m 10 a . m. to 
12 Noon . The report "Outlook for Federal Revenues" 
was read t o them. (This is Part 2 of St udi es i n Postwar 
Taxation, being prepar ed by the Treasur y staff and the 
Joint commi ttee staff . ) The report was well received , 

The Committee agai n indicated a desire t o have 
estimates of postwar expendi tures after the end of the 
reconversion period , We expect to work on this problem 
and r eport progr ess i n a week or two . Senators George 
and Taft especi al ly were desirous of securi ng t hese 
figures , Senator Taft i ndicated t hat only by looki ng 
beyond t he transition Will expenditures appear l ow 
enough to Justify tax reductions dur ing the transition, 
(This is a clew as to how tax reduction durin the 
trans e con inues 

The next meeting i s scheduled fo r Tuesday , January 30 , 
a t 10 a . m. , at which time Part 3 "General Economic Outlook 
in the Postwar Period• will be presented. A copy of this 
study 1e attached. · 

Present a t today' e meeting were Senators George, 
Barkley and Taft, and Representatives Doughton , Cooper , 
Di ngell , Reed and Woodruff , Absentees i ncluded 
Representative Knutson and Senatore Walsh , LaFollette, 
and Vandenberg. 

Attaoblllent 
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PART 3. GENERAL ECON01tflC OUI'LOOK IN THE 
POST-WAR PERIOD 

The ana!ysi.a of pi'OI~tivo economic conclitiooa it an import.&nt 
elemonl in lhe formulat.ioo of tax policy. On lho one band ooonomio 
condltiona Affoel. t.ho OpclNLtion of lho fi.sea1 systen1 through their 
influenoa upon public ox)l<odiw"'* and revenue yielda. On tho other 
band, t.a.xoa, borrowing, and expenditures exert. • dirocL influenco 
upon oconomlo condiUOns through tchoir impaeL upou inceot.ivee, And 
puroluuJing powor. 'l'ho AJ)J)ro)malenet18 of any fiaoal policy, there foro, 
can hardlf ba tudgod without refarene~ to the kind of environment. 
within wb1eh it 18 UJ}4'elt'rlto O!')f'rat~. Part 3 of thi& rc1>0rt. contAins a 
general apprai1AI of tbo faotort likely to detcnnino tho lovelo of em­
ployment, in~me,l end bu&inMS activity during t.be ne-xt. eovenJ 
yean. 

Taa PlU!&Z:tr."T SrruATION 

Un<!er tho ewtll of war produe-tion, national i.noome and income 
pe,rmon10 10 indiridual• have risen 10 un.,....U•Iod levolo. It ia 
eehma~ that income payn1enta wlll approximate Sl$.5 bilUona in tb• 
calmdar year IG-44 u oomparod ..-itb p...,.war tiguffll of $83 billiooa 
in 1929 or $76 billion• in 1940. Some of thia ioc:reaM in money 
income rt.pl'Mt.ntl merely an inc:reaae in prict:t, bur. moet. of i\. i1 tho 
result. of l.Dereuod product.ion. Sioee 1940, inQOme pt.ym(l.nt.a b.ave 
doublod, wborou tho rise in 0011 of living bu been tlllimalod at abou~ 

ri5 pcroonland in ~·boleaalo prioeo at abou~ 30 peroeot by tho Bureau 
V I lAbor SIOtiolioa. 

Total civilian em~loymmt in this oountry bu risen from 48 mUiiona 
in July 194010 64 mUliono in July 19H .' In tho same period, tho armod 
forece luwo grown rrom approximately one-half million to 11M milliont. 
T hue, t bem 1:\rO 0 million more people in civilian employ1Ucnt. tmd ll 
million more JleOIJio in Lho ftrmed forCes, or a total incrctu10 or 17 
milliona in gainfu employment. This iner'eMo is accounl.od for by a 
reduction in uncmploymcnL of 1U .millions and an incrcuo iu tho 
labor Ioree of OU million~, of which 2)1 miUion )l<n!Ono raproO<nt 
norma] iocrca.aa and 7 million• are extra persons drawn ln by the war. 
(LAbor loreo Agureo arc given in ap)l<ndix 2.) 

t T~-~ ""ftPO".IlM........a .,.._._.Ilk* ........... -·-·...,._., lltiiMih-~ .. ....._....,..,.,.,.,._..:l'~"' n""Llle-~ ....,.,...,...,.=•t.:a~t ..........,. .... -:.::.:::= ...... Tille ~c-- ... .===.:::... ... -......................... ~ ,.......,....,_,_die ..... ., ...... ::c 
e;,.:::::.....:'c::-"~==...::.-==~-=- .... ·~...,.__ :u :=-=·-.:::t:'!---..... - ... := .. - ... _ g:-...._, e •• .. "=r::--::::.=-..:!..~,:_..;.,-,.~.=-_,-...... -::t:. ........................... rer~----~"ihe' .,...,_._,. 
'J··~,...... ... ......., .,.... ""',__. ....... ........ ---....,....., *" -·- (1) 
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CONFIDENTIA L 2 

To& PucETun : EcoNOMIC Pora:H'TIAL or TR& Uwtno STATU • 

In apprailing tho economic outlook for the no:ct several ycant, !t i1 
uoeful to 011limat.e tho potential ,Productive capacity of tho Amoncan 
ooonomy .. Tho aa!<>ni.ohinglf high l.cvcl,of p~u~tion "!'hiovod by 
the Amenea.n economy dunng wartime • convmca.ng O'f'tdenea that, 
lho economic poloenlial of tho Unilod St&~ far ·~ "!'Jt.himt 
previously atWntd. llo>A·evu, i.t mat no\. re~n~bly be uilerncl 
that tho wartime..-..!, accomplilhocl under condiuona of abnormal 
demand, io a reallolio mouul'6 of peaoolimo capoci<J. iJl peaootlmo, 
the Ameriean peop18 will not want to work u JntMBely or for M long 
hours as lhey have during wartime. :M.oroover, the demand for hlJ,h 

r.roduet.ion will bo much 10110 impelling when ll1e nood for war goo<lo 
argoly diaappoarw. Thus, the pe110<1timo capACity of the ooonomy 
must b& thought of, not. u tJ1e amoul\t. of 1,roduct.- or incom& which 
oould ooncelvllbly bntJroduccd, but ratbcr M the amount whieb wouJd 
bo praetieablo with reuonably full employment of the expocted 
labor force. 

Tho wut.ime market dillon from tho marko~ likely to pr6nil alt<r 
the end of the w·ar. During the war. butineMmt.D have eoj~yed an 
almoa~ unlimilod d•mand for their prodU<:.._ The Foclual Oo•om­
mtw~L hu won all tho war goodllha~ could bo produeocl, and non war 
industries have found a eonaumer demand-elimulat.ed by war-Jtwollen 
inoomi'O-rnol'<l than adequate to take up what thoy could produce 
with their limitod faeilitiOIIi. At the end of tho war, the s ituation will 
bo difforen~. Moot manufacturers will bo book to producing what 
they think they oan '"'II to conAumoro 0<1attcred over hundre<la and 
thouoand.o ol local market.. This will bo ·a very signifioan~ change, 
r~ulting in increued uncertaint.y for businftllmen. In addWon to 
t.hio, and ~&rt.11 boeau'"' of it, the,.. are Mveral faetora likely to cauao 
P.O~Iial mcomo to be oonsidonbly lower in poaoetlme than in wer. 
time: 

I. 714 /4W joru.-Duri.og tho wer, abou~ 7 million extra 
penooa havo bOon drawn into the labor foroo in addition to the 
nonnal incrauo of 2Ji milliollll, tl•uo raioing tho total labor forco 
from aOOuL 67 millions (50~ million civili1n i M million military) 
in July 1940 to 66Ji millioru1 (55 million CIVilian; 'Ill! million 
military) in July 19H. h is fairly ecrtnin that many of the 
e:<tru (womC!n relired penonl, and your\g people or school or 
college ago) wid withdraw from the labor Ioree after tho war. On 
the other band, the reentry of rtluming •eterans into private 
employment. CONlitutes an iDC:rHM in the civilian labor rorce.. 
This lAuer factor ,..;u DOL, howev.,., make (IC*ible a proporticnal 
inc::reaae in income payments. Iince the R"lcel or t.he eoldion a.nd 
&&ilors ue alreadv mcluded at. an amount. equal to l.beir com~n• 
Uon &nd cuh aJlowanoes. Thr.ir ahift. rrom military to CJVUiAn 
employment would add only Any Utcreuo iJ\ their eamlnp over 
thcu warLimo oompon!!Ation. · 

2. Worki119 Mvrt.- Avorago weekly hours ol work have in• 
ereued aianifioanlly- in manufacturing, lor exaroplo, from as in 
1940 to 46 in 1044. It io ... umed tl1at o .. rtime eauaocl br the 
.,. • ., will be elimlnalod short11 al~r final Tictory. 

• 3 CONFIDE NTIAL 

3. Volw qj prod~d P'r mcrn-Aow.-During the war, the ' '•h.1e 
of product. ptr man·hour haa ristn ooMidf'rably above Uu~ pre-war 
Jtwc-1. ThL'l h~UJ bt~n dua in par&. to th0 tx·pAu"ion and mort) 
intrusive utilization or J>la.nt. and equipment. Tlwre have a180 
bt-en other rcuoniJ ror the ri!K' in product J)t'r man4 hour, howc.wer, 
Among whic-h are: (ca) Th~ dravdng or many •mrk""' rrom agricul­
tur-e and the strviee iuduttrits, m wbje:b valu~ of produet per 
man-hour i5 ~~livcl.r. low, in1o h•avy "'ar indunrita in wh.idl ic. 
is r>iath••ly lligb-&lthough this h .. boeu off .. t in part by the 
trtJ'llftr of many or the moat. efficitnt. wolttrt into the anned 
IorcH; (6) the transftr of many indiv-Khralt1 "'maining in the sa.M() 
indunry into po:!litions or hit;her grade than tht\y pmviomdy held; 
And (~) the inc~A.IWI in th6 JnlNllity or labor due to IIJle<"iA) W&r• 
timo irlc'('ntives. Si.nce, with tho end or lbC' Wflr, most of d tettO 
c•hange. will tend 10 be reversed producL per lnlln-hour mlly 
clodine b('low the wartime lt\'t:l, but it. will still be above tho 
pr• ... war level. \ 

4. l"rittitmd un<mp/4ym...t.-During tho war, unemployment 
bu been rodueocl to 1- than I rnillion penon•. This figure is 
low considering that. lbere an al...-a,., a number of penona in 
the p,...... of chaogi"«/' obe. iJl peaootlmo, boeauao tho wait.ing 
period bot•·oen jobe wil tend to be longer in a 1- act.ive labor 
m•rkct-, frictiona1 unt'mployrnf:nt. might. be allowed for, on tho 
avc·ra~. a&. 2 or 2" milliona. 

Taking tJu.•cc factora into conaidcration, it ialikoly t.ha~ l11e level of 
lncomo paymcmt.e reatbcO during the war is oon~idorably higher thnn 
will bo practicable, even under full employment, in tho [ranaiLion 
period. Ncve:rtheleu, tho ~t.eotial income of t.h0 transition per!od 
(ll'e&tly uooed.o the poloential income ol pre-war youo. This IS duo 

0 
to ~ faetoro uide from pri« chaogeo. Fint, tho labor fon:e bu 
been steadily ~vting &\. the rat6 of about. 6$0,000 per year, and in 
addition aome of the extnl porwono dravm into tho lal>or Ioree during 
lho ...... may be expoclod to remain. Sooond, duo to ll•o progreos or 
tocbnology and the inc:reuo in plant and equipmout, produe~ per 
man·hour has been inercuing dunng the war yeart. 

To be suro, there is &Orno doubt. as to the ext.ont. of t.ecbno1ogical 
progroao during tho war. It I• agreed tba~ amuing progrou hu 
oecurrOO with l't'Cptct LO war production, but. the ftiJ'CO t.o ~·bieb t.bis 
ea.o be transferred t.o peacetlme aelivit.l is unc:erwin. It. ia gencn.lly 
Olli'O«<thatthere will be aomo rot&rdat1on in tocbnie&l prognu and in 
Uie applieation of known uc:hnical advanceo during the period of 
HCOnvenioo.. Tbf:rulter, ho•·over, extraordi.narily rapid l_)rogreta 
ma1 be oxpeetod lor a 1 .... yean, ao thuthelonc-tern• trond m labor 
prOductivily will tend to be rooatablishod. 

A number of different. aat.imatea of the amount. or income requlrod 
for full employmen~alter tho war havo boon mado. (Seo appeodix 3.) 
They range from $120 billions to Sl65 billiono ol national inoomo.• 
However, the diffcreneee ara more apparent than real; the estimat-e. 
or pooot,.war potential turn out to be aimilar when plaeod on a oom­
paroble buis. The loweot fiiuro applies to tbe traooition year 1948, 
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and io up.-! in 1042 prioel, wtw..a the~~ figure oppli .. ~ • 
lhe yNr 1950, aftt.r M<!ODVtnioo ll complel«<, and is 1La~ an 1D44 
priCM. Wbm the eeveral e~Lin11tH a.re upreued in tenne of t.he 
IOC4 ptic6 level, a.od whrn tttimat..N (or equiva.Jent.;(!6J"t are aom­
l,&rNI, it. is found tha.t., for full employment., most o tbo ttLimatC!I 
~uminod are in gmoral ~ment. on A figuro of $140 billion& for a 
transition year (1946 or 1047) or 1106 hilliol\1 for. a later pos~war 
yoor ( 1060).' 

Analyai. oltbe nine cotlmat .. pointolo the reuonablonQOO Ol $140 
billion• of income: paymenLI (in 1944. prieea) a.s a meuuro of a ruU­
amployment-economy in 1947, with tha amount inerMsing to ptrhape 
Sl ll6 billiono by 1960. 

I< ohould be omphui:ud tlattlhoae are notloroeoal8 olthe upeoted 
actual le·vfls of inoome paymtnt.8, but rather e&lim&t8 of potf'n­
lialitiN if full Mnplo,ment. t. ~heel. It is rtUOnable., however, 
lO txpeet a higher a.c:tual levtl of income pa_ymente iR the pott.-w&r 
period tban in pr&o•·ar yun, bfleause of the growth in t.be labor 
force, technologreal progrt'f!ll, and hi~her priOH. J' .. or example, if 
thn JWI'CML&ge of une:rnploymtnt. exishng in 1940 were tr&nl-plantcKf. 
to tha 1>08\.-war year of IU50, incomo paymant.a would bo in tha 
neighborhood ol $146 billiono, inst.eod ol876 billions .. t.bcy •ct.u•lly 
wc.ro in 1940! 

MAGsrruo& A.Mo Srcco o r Ruo!"VERsroN 

Rcconve:rsion of the e<:Onomyfrom a wartime to 11 ~oetimo foot \As 
l'flquirea a major r~nizadon of our productiVe faeili~ice a.nd ma.o­
power. The large share of our national productive effort. now de•oted 
~ war goods muat.l,._)y be ahilted into the production ol pttC<Itimo 
pods. ~·toreo~er. raaJW thanlr:e. mutt b6 made in t.ba rt.l•tive pro-
po~ions ol varioua kindo ol civtlian goods. • 

Tho eoming reorgani&ation ol our ocooomy will be ._mplithed in 
part. by tranlf~ uiJlhlg ()l&nt. to peacetime UJet. Thia by no 
mtan• impliM, hov.·evC!r , that. all tinna producing for tllo war effort. 
will 00 required t..o unde:rteke major shirll in the nature of tJacir !led vi· 
tit•.a. Many, such as food p~eeora or l)roduccrs of Laaic rnn~rialt, 
will continuo to produce commoditi~s simalor or identicuJ to tbo80 JH"O·· 
vidNI in tho war effort. Oth<'ra1 eurh 1\8 textile manufnetutoNJ, will 
find it. necessary to mft.ke only mmor ehangea in ebarttct.er of product.. 
Only A relatively ~~nalJ proportion or firnts-chieRy in the metals 
trad<-will be required ~ make major ahilto in typo ol produe~ in­
volving elaborate retooling a.nd ~rpnization of facilitite. In addi,., 
tion to the reconvenioo of Hia&ing plant, tOme firml will find it. nec:ee-­
oary to elooo down all or pan olthoir plant., however1 and othero will 
edd new plant.. Moreover. new finM ma1 be expeet.e<S t.o be organized 
and ~ bring new laeilili"" in~ tho oconomy. 
.,..,. ......... ftlll_..,..__....... ............................ bo&MtltiMI)'Ibl.a.tanM· , .... _... ... u. ~ ...... """""' ~ ... ~ ltvti u4J*71bi ~· l)' ....... = ""'...,... ....... ".,.,.,.....oau.'""""'ttiiiMn~uet•Jowu...a-~a~'f"'tr 

~"r:i::;~c:'u .. ~~':.'~ ... 'Ert:=-=.e~ot.=~~,.~..:!:'t:." !ttmtwl~...,:'i:~~~ .,._, U • ~It l!llld .. 1-bt • tl.a•l• ....,..,. two 
1 0 .... MlloMi Pf'Odwi ia IN) ... lfJ blllf)M •114 WMI4 '-nit tn• btiUo• ll) 1t0t, ... WIIIIII liM 

.... ~n~~Jllllf'lll .. 111 10.0. "''" .... _ ,.nln~ I• prbl .,Mo!it 1J Pftot• l • :r..c~~::m.a.l ~ •boutt}t 111.CII*- fiH'IOM. ud .. loomut Ill U1t niWI., I)I'Od~ lilt._.:. 

• The reoonvenion of lhe eoonomy will ~uire adju.sLmeott; in the 
dittribution ol jobo. There will be a thiltol won...,. !rom th- induo­
tri"" whore produCtion is reduoed ~ upandil1j: induatrieo. More­
ovf'lr1 i_n thMe induetries having problf'lmt of phys1Ca.l reconveraion, the 
numoer ol jobo may decline temporarily whllet·b• wk ol preporing lor 
peacetime production is in progr~. thougll rooonv01'8ion of plant. Jt'1'1 
•t..salf provulo m11ny job8. On tho whola, thn pro0C'418 of rCtOOm•onion 
will unlall enonnou• obi lUI ol workon, Including memben ol the armed 
lorett, !rom wartime~ peacetime jobt. The ~aai~ problem of employ­
menlo during rooonvenaon i.s wbe.thar naw jobl will appear rapidl1 
flnough to offset the disappevanee of war jobe. 

The tuk o( phnical rec:onnnion of plant.t will be relatively NAJ in 
m01t. linN of pmC':Iuetion. ln i.nduelrite where reconvel"'ion dOM take 
time, tho phyoi<ol or leohnirol tulc ol preparing lor PM<Otimo pt'Oduc­
tion tan be eomplet.«< for the moet. put. within I JfW. 

Thtre may be olbtr than puffi:y physju.l oblucl~ to reoonvmKm. 
howe•f!r, 'Oelar, in oont.ract. se.t.tJemwt. and iu tho removal of OovMn­
menl~wned fat•litiM or inability to teeUr8 mllteriaJJ priorit~ae would 
lm))Nia reconversion. Sinrf'l raconv~raion may requlre capit.al oul.· 
layo, IMk ol capitol miglol olelov 1ho proe<M. Although cu,...nt 
data on the tinftnoial position ol corporations suggest thu l~o 
arnount.l of ru•pitRI arc availabla in the f\~g&ta, navorthci~J thoro 
will be tome fin1'1& whose capital ))08idon will be a ba.rrie:r. AJJO tho 
proefM of shifting workers frorn areu and induetries of SU!Jiue labor 
to thOM of relativC!ly searce labor may require considerable tunc, NJMI• 
cially if the..., if! a disposition on the par\ ol worke.n to remain where 
the] now are. Priee and wage moven,ente of eertain typa may im· 
pede I"CCtlln•trtio.n. Finally, the mtoralion of civiliaD production 
teqUirft lhfl l'f'f'l!ll&bfisJunen&. or taJM Org&niUtions which h•Y6 (re-

• quently betn penniued to lapM: during the war. 

• 
Doapit• tho poosible obot.acJ .. ~ """'"'·onion, relat.i>·ely rapid 

liquidation or ,..,.ar production and reeumptlon of peacetime buwinf'M 
acllvit.Y oeem likely. The ordorlin ... ol tho pi'OCCIN will tend ~ be 
enbanOod by the fact. that. tho cut--hacks in wa.r produetlon are not. 
likely ~ ooeur all at. once but. ratb•~ in t.wo w•v..,, tho fi,.t n~ the ond 
nl the Eumptan war ond t.he oeonnd .r ... r final \lietoo:v. 

Pearoo or TDr. PAc1r1o WA• 

Tht olwation during the in~rim period he~w- Uuo ond ol tho 
war in Europe and final vic~ry will dilfor from that. in 11143 and 
19+4 beoauao ol two primuy lt<:~ro: (I) eut-btoks in war prnduc­
lion, and (2) poMiblo reduction in tbo oiae ol tho armed fon:eo. 'l'h­
fac~ro will tond ~ ctUM a reduction in omplo:rmen~ aDd ioc:ome 
~e.ote, but. a&. the same &ime wiU free f.cilitiol., mattri.ala. and 
labor lor pea<>elime produc:tioo aDd thutle&d t.o n.,. job opponunili•. 
The buic queotlo111 thu need ~ bo anolyaecl, then, '"'' How rapidly 
will tho cut,.b..U occurf To wha t oxtont will a reduction in tho 
armed lorceo be poeaiblef Bow r ... "*" roconvoroion take pl..,.f 
A.ro the underlying demand lor peac:climo goodo and tho und.:rl,ying 
oon6de.ncc o( buainC8Smen auffic1cnli to induce rapid reconve-rsion? 

1. C'vl·kth.-11. may bo uoumed tha~ munitiono produot.ion 
will bu cuL in t.he ~egaw by thou~ 40 porcen~ by the end of tho 
year altar victory m Europe-more in eome. lines, lou in ot.btn • 
........ 1-9(. a.--t 
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The C'Ut in munitions proc:hx:tKm dON not, ol totn•we, irn-oh•r a • 
Jir'OporliOtaaJ rt'(IUttion iu lh~ lOlaJ OUtput Of the- M'OilOIIIJ' 
Aim~ with 1hro ru~hack io munition~ protlutt~n. ho•evH', wrll 
('(Jillf" a Mn1ailm.-m o_r otber type or war protlurtion and or n-lail 
and IN'f'\'ic._. induttriM 11il"r\•ing the plautt 10 whirh rrn1aloymrnt is 
....tu ... l . 

2. H.m,Juvmt'NI and wnrmpl.uymt'nl .-11. i!t ~thniiHt"il tlul.l tlwm 
are aOOul. 27 million prn;on& in the annrd fot<•c't or 4'111;1'~"11 jn 
munition• industrit"S1 trausportattion. and other indul'trit•ilcltn>ort ly 
involvt"tl in Wtll' arth•iw. AJtt'r victory in EuroJH', millions or 
tltr!«'JWntOtu• will be ave.ilBhle Cor pNu·c•l irno /JrOthu-t ion. In achli­
tion, IJOtn•~ mcmh~rs or the ttrmrtl foro<os wil rN urn to c•ivilitm lift•. 
Aho"Nht•t', it. lil ,.,.,,scmttblo to tU!8lunr Lluu u tot"l of J}4'rltn/"' 7 
million JWn~CUI.i', now in wnr johs Ol' in tht• 11rnwd fol'l''""· wi I ht• 
rc•lf'l~''' ' (m· J.~'tH't•tim • · lli'OthJt•lion •hll'i11g tim J>,wili•· w1.r. Pt•,... 
hfl~l8 I milliou or llli:( number will h(' tnk~n lll l t hrou,::l• II RC'Ih'l'lll 
reduction in working hoUI''S in nonwttr i nc.lu~~olri4'll. Pt•rllllptl I 
million mon• will \'Oiuntnril\' widult·nw I rom t ln1 luhor fon•1,, St ill 
~t.notht•r I K million of lh~ pt'I"5011S may bl' ac.lt l ~·• l 10 (ric·tiomtl 
UIU' tUI,IOYIIh•m. whidt luw lJot'l' H low during tlw war. TIHtiJ, on 
t h~1 nMUIUJlliout, lu11f of th(' 7 million pou•ntial joh N•t•k (' l'3 wUI 
h•\'t bt"'f'n ih"t'OllntC'tl for. IC"ft\'in~ pt•rltllPJ :SM milliou.t, t•xrlutih'c of 
frit"tional tuwmployml•nt. !«.king <"h·ilian joM. Thifll mrMurcs 
tht ma~"t\itudf' of tht- t-mploymt-n\. problem tluriug the.· iutt'rim 
J)l•rH'kl. (•'or totaii•IH)r fon"C" ligun'8, IM't• appt>IH.Ii.x 2.) 

3. Uatkr/yiog dtJOolldj .. -''and «Tri«1.- Ao anal ;pis oil be 
interim ~riod &ugrsta thea. tht-re will be no ahortap of tll'eet.ive 
dtmand b~· consumers and bulinefol. There are eontidenblc 
pont-up demanda lor .U forms of durable goocla and an immonJe 
8('Cumulation of liquid savinb~ a,·ailablf' to fulfill thMC •lemanda. . 
On IIH'r ha~it or 4'11\llftllt."'S in pt&rtll find 2 of this I'<'J.IOrt, a dC'Iirit.. 
olaL h-aill $40 hilliott.i i.§ indu•11tt'(l for tht• fintl yc_•,u· nfli•r \'i(•tory ~ 
in t-:un11H1. l ludj•r t tu~· <"in·um~l•UH-.~ illl'OIII('Il will h £1 t.:••w•nllt'41 
"uiMo~llnllinJ iy iu t•Xt''""" of U\'ltila ltlt' d"ilinn goud~t lllltl !ilc•rvit"t'il. 

4. Btuintlf conridtfl«.-Sinoo lbe p reparation for pcacet.Jme 
production invoi\'M JArge« al.- oomnnlmenUI for tho futuro. tbe 
qutlfJtion ari!K'8 M t.o whether t~1c optimism of businessmen and 
inveeton iM aufficiflnt to induce lhem to forge ahead. Tbero ia 
evidence that busine68men arc anxious to proceed in hrder to 

· eelablish themselves throug:b early cnW'y into lhe civilian market. 
It i• kuown, fo•· c•x.un••lt•, t h.u muny of lht• ltlll(('l' busitwtA finn~ 
lutn~ ~·t•ll .. l<•\'tlopt'tl post·WII.r plaui~. llo~l"\'l·r, gome businp88· 
niC'tl hll\'r atatt.'41 tlu1t tlu·ir willingnt._" lQ m"kc• rommilntt'lll!ll for 
lht' fuwre would be- iltRuC'need by tb~ rt'Di0\'•1 of "'"rtimr control:i 
aud by the 1uljunrnrnt of taxt'S aa. an appropriate time. 

ln ..-ie•• of tht- large underlying clrmand and the iflcrnliYf't of busi· 
n-.mm to go fora·ant with peuttime ,,1&1\1, it. • ·ould appnr tha&. 
lbtre ia a goOd ehon«' lor jobs lo b. oreal«! lor mool ol1bo 3" million 
ponona upocl«< 10 neod lhem. Tbus, .......,n•bl}' lull •rnplojm•"' 
m., be ~hi~vM '-'ithin a fn· montm aflN lhf' irut.i&l ahock o largo 
C\IC..b&cb. Surh employmMt. level& -.·ould be auain«i, ho-.•e'fer, 
will! a omallu labor loreo (mililaly aod eiviliiJl), ahor~r working 
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• hout1, and lu5rer frictional uoHnployntf'nl than duriug thf pt"riod of 
the war on both fronta. lneotnf payment• may be f'Xp«tfd lO drop 
from $ 16.& billion• in 1o.44 to abo\U $140 biUioht during tht intfrim 
period. 
. Tbt inftattonarr prt~~ul't'l existing in 19« may be HJK'('lfllto coo· 
tu1u~thougb -. nh J)ON!ihlt> abatt'mrnt in panic:ular i••duatri.-.­
throughout tlw intrrim JW'riod. Ahhougb tbt" N'duction •n Ulf'Onu~ 
and Lb.-, in~rtAM~CJ IUPt>ly of e_i,•ilian ~roocl.s will h•nd tu lt'IIIL'W•n thfl 
inftatiou JU'Ohlrm, ~'J.t•••, drmand • •ill undoubtNII)• l(l"f'tUiv t"Xc>MI 
the ArnounL o ( C\iviliiiH "')()(f!l tlallt et•t bo produced. • • 

Arr~tR FtNA1. VrcorrinY 

Although' a conajde.rable start. toward recom·ersion will bavo been 
made before tho t"lld or tlH~ Pacific war, much or thtl tn•k C'MIIIlOt be 
uudertakun tu1tilllft~r final victory. l t may be t•xpt'(lt('tl tn tln)t't'l'd 
lht.•n OL ftl\ llCCi!ltlrft.l€ld tnl('. 

Ae in tho period or t·h(' Ollt. ... front. Pt1ci6c wor, U1c dominating factort 
inftuancia~g t,;COnomic conditions wiU be eull in war prOduction, 
ri!ICL'WS fr'OII1 l11e aruH>d fon:"", shorLencd hours, vohH'tlry wilh· 
drawals from tht~ lAbor fort'c, 1nd lhe unde-rlying dt•mtmd for dvilia., 
~eood.s a11d tt•n•le..-.. Thr i11fluruN• of depreeaa~ faeton& will, how~vt"r, 
be r.:uch etronger than j,, thr intt•rim period. ~tm•ition& productio.a 
may be (l.Ut from about $40 billto:rs to about. $10 billions fur thP finH 
year afttr liJ~ dMet~t of JftJMUt lllltl to pt-rh4ps S4 billimu' for tht IH"t'Ond 
\'MJ'; fo'edl'ftl t•.'(pc-ndilurn~ m•,\· 1 .. t'UL from about $..% blllaons lo ~· 
laa~ S60 billions for thfl firfl Vt"U and to $36 billion• for tht Uf'Oud 
yeeT. W'hcorf'U only • rtlath•<"IY s.anall nutnl.N-r of tut1' may be 
rdeued (roRJ the anncod forcts during the i.nwrim fj'riocl , di:tdt8111:t.• 
after flJ1al "ict.ory ~ likel)' to proceed rapidly. l rllt"t', lhN·~ it • 
tJIJ'eat of unrmploym<'nL m tlu!l yt.'AJ'S immPdiatt-lv follo•·in.g th6 

• J•J)SJU'IC wnr, lhou~h tlt>ferred df'Utftnd, ' 'oluntary Withdrawal• from 
the labor forcr, and rtodurtion• iu hours will b t1 mitigatin~ f•t•tort. 

• ~'1 (.)8\. or the' civilinli jot,s in wnr industri('8 n-mttilllllj.t "''••r t lw 
Ut\tmnn clf'(NH will d itJ•tl'tH'KI' wluon militury JUOduc•tiun 1:1JlJ)IOIWIU'Jt 

II('IH:ctimo lflVtllll. Ju tulthticltl , millions of meu will bl.' liNnuLlli~•·fl 
rom tl'HI tli'UWtl flU'('(~ tluriu~ot l hn VC'IIfi; rolluwinj( filllll viNOI'V, Pt•r· 

hApM A!' muuy 1111 17 millitHI pc.1-son~ musL lw trlmt~fert·t•d fnuu 'w•1timt1 
to P.OftCOt imo IICii \•ily. Or 1h6!W.•, 2 tO 3 million Jj('llo\01\8 HillY YOIUH· 
t¥1r1ly witlull'ltW from tlw l8bor torte, uud Ahmat 2 rnilliullll IUI1,1 be 
t•kon u/) throuw;l1 111ort•••wd hours, lean·ing p<·rhtJ~ 12 or 13 milliOuil 
who wil he uu('fUJ)IoyNI uui1'Jj;)l their pl"f'S('ut job!! t'!tll be.• converted to 
peact'~irnc octh•hy or llt'W jobs c.·an be found for t lt('lll in ex-paudet.l 
civili11n protluC'Iiou. 

Thl'Se joll'! w1ll hr ava.il•hlc.· onl~· if the lergt• volume.• of JtOO(li wltil·h 
nn he- J)l'()fiU(•NJ with (ull t'mploymrnt c-an 6f. mark.-tN.J. ttniNfl tht 
t•XJt.ontbturft' of bminf'M. toniume-rs, and go\'t."tiiDltnl atf' JC"fll tnou,cb 
to takt> oiT lhf' martctt all th~ .,00§ that ran 1M" p:rodu .. rtl, full Nnpi01 • 
ment t'&nnot be athir,•td. 

It it ~ain that. there will exist at tlti•timt a oonlidtr-able barklute 
of potential demand on the part of both consume•• and butint!M ton· 
cen••· and 11111 lhio clrmand w:U !><> becl<f!d up by la•g• pur<"buina 
powtr inlhe fonn of a«:unmlated uvings. But wbetl1er lhtt, togethf'r 
with currt:nL demand, ~ilii.H!. aufl:citnt to crtalC' 12 or J3 mUlion job• 
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io by no lll8lll aon.ain. The magnitude ol tho problem iloolf may • 
intrOduce the ohuneru. or fear and unoe.rt.aioty Into the calculatioWI or 
con.umert and bm&inMnum and truad to deter them from bold spcud· 
l_oa. The uwu. t&~Jtion or this report., therefore, ia devoted to an 
aDAly•i• ol the r .. to .. likely lO wftuenco •~n~regate demand alter 
the ond or the Wll in lbe P .. ific. • 

The yeara wtdor oonaideral.ioo tooy be divided into LW() period>. 
Tho firat, relemol to u tho eatclling-up period1 is the period duriJ>« 
wbicb defemd dOIIWlda and wartime I CCUtnUtalioo> Of pwd>uintr 
power are f'..xpec.U!d to have pot.M.\. influ.MIU in the market. and &hft 
period du""' which produetion is temporarily rellldod by the p...,._ 
of reconvc•tSJott. The aocohd, referTed to u tho ultima~ poet,..war 
period, is " Jate:r pfWiod when t.htafl inOutnree will have lp.rge.ly di .... 
appeared. 

Tnt: PttOULIW or DEWAND t N 'fHt; POI'I'-WAR EcoNOMY 

. l.n _the rrLiendar ytar 19!1;4, it _is .Htim&tt•d th11.t intcm~ p&yme:ntl to 
•ruhvuJuallJ amounted to $l55 btlhou.5 arul &11l' t:f'OliS nabonal produclo 
lO 1198 billio... This (10011 produ<L is modo up ol lour typea ol u­
ptiiditu,...: ( I) Fedenl Gov<mment rxpendituroo lor gooda and 
....,.iota ol 191 l>illiona ; (2) State and local M<penditllffll for good& 
ao.d aervieee of $7 blllinn•; (3) t.X:pellditur.-. or individuals for oon­
lumen!l' good& a.ud lt'r\ itN of $97 biUio1u'; a.nU (4) ex:pendituroa of 
bu.aioNI for capilli I(OI~It of $3 billiou8. AIJ nny Ollf! of theeo Cftte­
goriM of cxpeodi iUI'I' ~ •·educttl iu the fut.ut'4', lht' gi'Ofi8 national ~1'01.1-
uat. will also bo l'i'ducod unlt.'iS mh' or morb of t he otiH!r eatt'J(one. j~ 
correspoudingJy inc:I'Cit'l'<i. In otlu•r wonllf, tot.AI lU'Oduction cannoL 
be m'-lnUined in e:cot.w of tota1 exptmditurt. ... 

lo 1947, if we a.re &\.peace, it i.s f'8ti.ntattd that abouL $140 billiolUI 
of inron•to pe,ymrnll or St7G-Sl75 billions o f Jf"'M national product. (in 
lt44 prioea) •ill bf ~uirod lor lull employmtnt.' In a later year, • 
oay 1950, about 1166 billioN ol inccm• P"l'lll<nl4 or $195 billioN ol 
groes national protluet (in 194-4 pricte) -.ill be requirN:l.' .This eeti- • 
mate for l9SO rcpl't\ltma a greater th&Jl normal increue O\'er tho 1947 
eet.lmatt'. his biUW41 u1•on the MStun~•lion tltftl lhe f'Sii rnntc• for 1947 
i• tomcwbu lower thnu might be e.xp(."Ch<tl On I he bas is o( pt\8\. trends, 
booau~b LOC-luwlo~ical IU'O~r·rtoS mny bt' U•IUJ>OrMily rctan.lc'(( duriug 
tho Lrtmsition Jk' riOCI. 'l'he. long~term trl'lltl o( lt'C'hnologica) J)rogrt"N 
ia aaumt--tl LO .,., rt."f'f!ihtbliihed by 1900. 

The proportion• or the mAin e.xpenditurt., Utegorie~ will uuJ crgo 
tUOmiOWI ebaJigl' in the post ·• ·ar Ytoll'f. Ji'tderal oo .. ·eraunen&. t!X• 
(H'nditu.rm will thrink, and txpenditun."S or busint"88, consunu.•n. aud 
Statf' and IOH.I gG\'tnimt•au.a mtn· bt- C':CI)N'tNI to grow. No on.­
knows cx:ac.t..ly • •hat thN4" propon"ion• will br. a~tf'r tht" war, juAt ., 
nO ODC" Cftll b\' 6Uf't\ or tht 8JXC' Of the J.ti'OM tlAliOUal prodUt-1. iu the 
pott,..war YNL.... IIOW(Wc•r, on tlw hllSis or J)flAt ('X()t'rient:f' nud rt'M011• 
llb)c CXpt'CtlltiOU8 for the future, l hl• J)()Mibll" mflgoilUdC of t•Ath 
t' t\l.t•gory is indil'i, tl"tl un•lc•r v~trious assumt'cl (.'OIIditions. 

In the remainder or thit tection, am attempt. ia made to estimate t11a 
pouiblo unount of each ca tegory or ~xpcodhures, us.uming gi'OM 
,,.M ............ e..t- ,_ .. ,.._, IN'OdiMl .... ~ .., ... "" .. ftkd by e_.,. fl =---"-7.._,_, .. ,..,, ..... ..._LMtu.,._,. r • ...,...., .... .....,..U.. ...... ....... ::.::.-~-= -:*.=:::..~.-=-.,...w. 
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• national product. a t run tmployment, ror • lrtullhion year (1947), 
and a later _I)(ISt.war year (I 050). Th"se ~timat8 a.ro then added 
~lher. Tboy ue dten compa.rod with the AJHOIU\Lil or total J'tl'088 
national product. IJL"Cded Cor rull ernploym.~ru arwr c1ae Wit, h 
should be reoogu.ilt.>d Lluu .. the tstimaLo for Ll1~ variou• expe1u1itU.N! 
t-ate,orie:t &1'8 1101. iutt•ndcd tu f'O llllitute tl (ort'C-~t. but rat.bt"r lO 
~rve ·- • rough gujde in appra~ing the outlook ror ~mployrn .. nt in 
the t rau.Jitkm and poet·war y&"ant-4 Througbout th~ t.li.JeuMlon. the 
t"Stirnat" •~ IJa...~ upun the ~umption that linal victory will OCIC:ur 
about the middle or UNG. It major bo!tUitit"Jt routinue- tonwwh.u 
longt:r. the e~;timate& would apply to Jatf'r ptriod8. 
Ezpnaditvrt• of t.Ae Ftdttrol O&rtrftmtnt for ~ and ttn:it<tl. 

l+'ederal expc.:uditutt-e ror ~oods and ser\' ici'fl (cxcludi11g upc_nditures 
for aueh items as v elA.!t'lUII t)('nsions , u.jd.s lo the Ullt'nlJliOyt.!cl, and 
1u rt·funds, which aro not expenditures ror J..'OOdt und ~t•rvicl"S) may 
he t xpr<:ted to decline from $D I billions in 1044 tu pt•rlulpi' $29 billions 
in 1047. In the ultimate J)Oil>-war IM"riod, vd.1ru military outltt.ys 
bave reached a peact:dmt Level, total Federal expt-mlit.uh.• migbL b..· 
$20 to $30 billion&, or ••hi("h t•XptiKiitUI'C2! for~·· ftlltl JtrVicei' might 
be $ 17 to $2S billions.' T~ esti:ruat~ it thould be t•P1Jihas\ud, an­
bUC'tl Jtenuallv on tiM- aMumftton of t.l:wo ffinti•1uation of t"xk-tin~o: 
law. J...o~-gdlatfon wbi .. h • ·oult eurta.il or t.•.xpancl J.',oclrral arti .. ·ily 
would corre~pondingly atfc,.•t. t11t' ~t~nounts. 
t.'J Jletlditvrtl uf Stale fJ11d lora/ gQr:trnmnlt• j(Jr uwdr und ltl'f1iCC8. 

loi; xpeuditures of Stalo anU locaJ go\'emnwut.t fo r sootlil and SQrvicc!J 
.mounted W about. $8 biiHont per YElM before the war. They may 
re.uonably bo estima~ at. about. SlO billions per year after die war 
il aJiow&nc6 is made for cl'IA.n,ging price Je .. ·elt aJUI other r~tors. 
C......mtrl' nptflditurt1. 0 Expen<li......, ol oooswnera in tho vu• hav~ been doacly related to 
lbo level of dispooablo inccmo available lO them. Dil~ble income 
it defint"d u 1otal inc."''mt paymt"nt.S IHS dln't' l IAXf'll pthl by indi· 
viduals. · 

\Vith incor:ne paymeoll at. t.he es~imated capacity levd of $140 
hillionM in &947 anti with dil't'N. in,fividulll li&Xt'lt un1ll"l' J)n·St~nt law 
t~tt timatc•d ac. about $20 bUIIona, disposable inoomo in tho hands or 
individuals would be oboul $ 120 bilho111. On tho bui• ol past rcla­
~iollidtipr~, COI'ISUDl(!~' expcu..JhurH With this level o( di•pcwabJe income 

• ,,..,... n,.....lll_ilr ,_..Mol ,..., ...... .......,. lit F""'-lf'~~ ......,.._.,. ..t a.,.... ...... ... -~ ........ 
.._,.... 

.... , .. , 
"" 

r.r::::',:.::!:: :.:::.:~•= -viM 
.. ·• " " 11-» 

1 ,. .. 
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migln be U~led 10 be in lhe neighborhood or SIOO bittion ......... y • 
bet•·c~n $97 billion• and $103 billioll:l ... 

Ouri111 lhe .. lcltir'l!-up poriod oonau•_,.,,..• expondilu,.. will be 
inftuenotil by the pouL-up dem;.;;d. for OOIIIUDI<'n' liOOdo •nd by the 
amoun1,. of Jlavinfe:' a«W•tulalt!d during the 'WI'&r." 1"h,. gn&tftl tfff'Ct 
of lht"t'e a.cf•umula tion.t will probebly be in pro,'idin~ individual• with 
a t4•nil! Of II!«Urhy 8lld tbU.S persua.dlng lhflfil 10 Ulf • ~R'Iltr p .. rt 
of LIH,ir c:urnont. iuoomes than formerly for the purcha~~t- of goorlt •nd 
ilerVit."ee. Of C.'Ou.J"tte, it abould also be notetl thll. If f)CC}pl6 ft-el 

l)(.'lli!nillic ol~UL ~lu, fu.ture, their llC'~UntUIIltiou~. will jUI.VI' f!HU'h 
('M u1fturucr 111 a1 1muhumg dcmand1 smcc they Will bo fnoro hkely 

tO hold them to provitlo for personal contingenci(!t. On tha wholt~, 
it. iM r(!n80II1Lble to a8stune t.bat consumel's' oxpcnditu•·~ will be 
inCit ensrd by 11bout. S3 1.0 $5 billiouA a. year during tho C:4Hchiug•UJ> 
J)UriOtl, giviug 11 r~tngo of to~ol consumers' expenditun--.~~ ol $100.$108 
billion,., ' 

Jn a rnoro ditllfll.J)Oitt·war year, Sll)' 19::,.0, the gi'ON n.-tiOJIRI proc.luet. 
UIOC.iawd whlt rull OnlJ))Oyme.ot. Jrught be C.XpL-etoc.J 10 riAU I,.Q $HJ5 
hilliont~. ThiJI. woultl illl't('O$(' t bc umouut of iut'(llllCI iu 111f' luuuls or 
indh•idu11111. ~lon:oc)\'(•r. wit b tJ Jnrge rcduetion iu tc'Wt•nllllt' ll l c•x· 

IH'ntlhun• foUowing tbt• war, it. may bt• auumt'tl a hat 1111JC nth'S \\ ill 
~ low~ml.11 \\•it h iuronH•I)avm('nt.s of $1().6 billions, ~md •1il11 Mtne 

rrdurtion in lAXN, tlispoNb t• Incomt> v.·ould ri8t: t\'NI mon•. J)(<rllep8 
IO $16() b1lliollf. Of IJ1iA M10Unt, C"'flSUfQN'II

1 f'XJK'IWiiiUI\'11 or $1~"0 
to $1 30 bitliorl!l ruigltt he C"X\)('o(tttl. 

It ilhould IJt' poilltC'll out.t Jat du~ Ntimatt"Ji of ('I()U~urntor»• •peudiu¥. 
both lor Ll1t: catdling..,up ~riod and for lhc uhimate pcMt.·•·ar period, 
,.,., J1ighJY t~nlatiYt'. t!ouSUUU"I¥' S)kutling dt•JK'tubl OU • 11Umber Of 
rac\orw fOr which predictions are difficult. Among theM fac&ol'l are: 

I. nt diftri.ulioA of ine»mt.-The proportion ol diopooable 
income which is tpent. 18 aifteted in an lmport.aut degree by t lae • 
diflribution of iuc,:ome by income size ala.J8.C.'8. Tfte l&rger a 
f)fntOH'It Income, the gr"ellW tho sha.ro or it. tllnt. iA 8&\'00 ra~h~r 
lluut 8Pt•nt. on consumPrN' scoods and se.rvic..••. 'fhe emaller ~lh' 
incoml', l ho QTCftlCJ' the sfiaro that is U8NI (OJ' living CXJ>CII!te •• 
1l111fl 4'8limMh:,M Of t."'U8WlWr8' cxpcmJiiUI'CM givc:H ltbOVO ft i'L' bnsod 
nu lh11 UM IHnJHion lhnt. th<'rn will I.H, no inl)loriiHit. c·luwg-u in 
1hc ditttribuHon or income in oompttrison with tho diatributiuns. 
hf IJIItiiL Y4'1l1"18. II th~ concentnHiOJl or income ghould ror *>ltlt! 
I'N\8011 f'JmJigC, lht•n tho rroportion Of diSfW.~tbll' i iU'Hitl 4~ AJ)t•nt 
lty OOIUIUIUt•J'It woulrl in aJ 1>rohabilit.y nl80 chtutg,~. 

• 

• 
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2. 1'/u ~~ 14> -- at " A~ lad of iocON.-Tbt 
proportion or dilnoublo inoomo ._~ d•pondt in pan. upoo lbo 
ag:rt'klle levN o( dil'pouble in('()Jue. J t. may be anticipated that. 
- -11f'n dt(Oc aggn-gncr i.ntou1r is ge-nen.Uy high, tbe propouion a~nt 
for t'OUiiumphOII 11till tt'nd lO be lftllf than whf'n ~·~income 
is low, 

AIJO, al•t'll'~ iJit'rtiiM U\ dispoubJe: ineomeovar cu.tomary levtl~ 
ie .. pocit.lly likcly 1o be uoociated wilh • reduction In lho pro­
portJon spent, ~ause oonsumption habite do not. adjust im· 
mediately. In Lbe longer run, couAomption may ba oxptet.ed t.o 
•PPf()ach income more ciOf!Cly, but. ~vcn after all adjuHrnt'lnl8, lho 
proportion of dispoeablc inoome &pent. at. a high Jav~l of hu:omc 
•• likcly lo be IOM than at a low level. 

3. Con~vrn~r11' uptd.at·ion~.-Thn amount. of oonsumcNI' apwd· 
ing at. fl high lovel or disposable income doponda in part upon tho 
expoclAt~ons of consumers regarding thoir securit.y. H they 6X· 
pect. a continuAtion or high incomos or ir, for othc.r raaaons, thew 
looli<>CUM lor tbo futuro, they will be dilposod to opond more OUt 
or a given incomo t.bw olhcrwiso. 

Btuiom tzpnlditvm for copi141 fiO'J(h. 
Butin- expeudiwreo for capilt.l goods ue htro donned to includ• 

f'.X~•nditurN for pN)tlucN'A1 durabiC" ~uipm.-nt. nonrNidtontial ron· 
stntttion, ft'iili414.'ntial OOIUitnaction, utt inc~&&'8 in invf'ntOriN. 1nd 
114'1 f':CJ)C)rt•. h i11u~fult.o ('X&mine indh.-Kiuallv lh<' po88ibl.- amfinnl>« 
or thHe upcndilurt' ca~ries Uling post expirienee u • guide. 

I . Prodt~«rl' dvro6lt tfUipmat.-Jovestme:nt in produtWt' 
durable ~uipm<nl rer.cbed a poalt of $9 billion• in 1041 : the 
previous h11h in 1029 WI& only S7 billions.. Ho-.·evt:r, with higher 
ltw('Ll or inronh .. we may ('.X'f )CC\ it. to()(' hightr I han ~·ver b.•lon·. 
~·tort"'vt•r, in the transition yC"ars a barklog of dr(rrrr.l drrnam_l 
fur coquipmrnt mny tentporarily !twell tlw figun\ althouJCh thi~~o 
might. lw IUlrtially ofT8('t. by the ~~tic of ,ourtllu-c c"fJIIiJ.UH'nt. 1114t.'tl 
in Wftr 11roduc:tion. During 111., cntehin~·li Jl prriOtl, 1\14 lthwh ~~ 
S8 lo $1 1 hilliomc " Y<'IU' m1ght 00 r:<twctutl, nn•l iu tht' lon"' nm 
It I'Cft~n~thle r~tug•; rnighi.IJC $7 lu $1U hiJiic)lu;, 

2. Notlr#W.lt"twl co~ruction.-Privato uonj.q~tidl'u~ial •:Oil ~ 
Atruction ••xcceded $4 biHiona pc.r yol:lr only during t·lu1 Jloriod from 
1926 to 1929. Tho J>eAk @ince then wu in 1041 , whon lt wu only 
$2.6 billi0111. No more than moderate ox-pansion may be exP.OO;t.od 
in tho po~t,..war period. 1n some industries, plant. c"pae1ty bu 
bt'M ~'pftndod during the war to a poinr. far beyond wh1t. ia nt'OOI~ 
~~ary for paacetimc oven under condiUon• of full emplor.ment.. 
~foraover, eomo Government. war plant& arc convut..eblt to 
civilian Ulit. In the long run, $2 to $5 biDions••oul.t be optimiltic 
uan annual eetimale. In the catcbing·up ptriod$1 to $4 bUltons 
io u much u oould ....,..nobly be expect...!. 

3 . R1#idt~tttol toii.Cf'Vdio~t.-Printf' noO:Iential ronstroc,~n 
•luring tho peak period 1924-27 a<<rag<od $4.6 billion• • ytu. 
Ourin3tht thirtirtl, it ne\'N uce«<cd $2 • .5 biUioM a yeu, although 
i• did reach 12.9 billiono in 19-11. I• is gontrolly IN"Iievtd thal 
cht~ ie alarv backlog of drmand for ~id~ntial ronatrortlon a.od 
tbal extt.•nsin• private housing devt-lopment. is in lij;ht. Jo the 
immtdiate poec,..war yell! construction of new houJmg might be 

• 
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N<pr<I<'<JIO a'"oun• 10 $4 10 17 billiont a y•ar bu• it it ooubtlu) il 
it ran be maintaintd at more than $3 to $6 billion. in thf' long nm. 

4. Nd i~~Cn&M• i" U.ft:Oioriu.-loc:reue. in buainttl innn­
LOriett pro·•ided a eonsiderable alimuiiJI to economic uthrity .Ct.er 
World War I. In the 2 yeara 1818 and Ul20 oombine6 the 
1'0hlmft of but.ineM inve:ntories iot'I'Mied by over 18 bUfions. 
Aftn the pf"Mfnt war1 btn':ine~~~ inventbriN ol eiYiU.an 2000• will 
N'rlainly require ocms1derablt rt:plrnishment., bu\. it. it difficult. to 
8t.imate lh&amount. involved. lnn.nt.oriee of civilian goods have 
not. dM'Iined during tho war liB much u had baen anticipat.6d. 
Many war inventonoe will~ convtrtib1o to pc&oet.imc use. Stock 
pilet or lllh'flt.tb.-ic mAterials may be drawn upOn &nd eurplUI' com .. 
modit ic111 will he usc_ful in replacing dcplct<.od invrult.ori8. It 
8hould IM rt-ml'mi>t'rcd thAt. once r('pla(:tment. hM b('tn oompleted, 
invc•ntory ~toeumuhttions flrt) likely to be or negligible lmJ>Ort.ftnco. 
In t.h4\ t l\khing-up (M'riod, th~y might. ho rut much u SZ t.o $4 
billion~! yc..rly, hut. in th" long run i"- would 00 OJllimi.slic t.o 
AMume th"t. "nnuaJ additions to inventory will 'bo rnorc than $ l 
billion. 

6. Nd t;rporlA.-Since 192J, annual net uporte bave. exceeded 
$1 biUion in only 4 ye.a.rs. After tha war, nat uportl m•y be e.:c· 
poot.ocl 10 be lorg.r than in p~war yean, rising to perhapo ~ 
hUiioo1 a ytu in tbt' early post-war period. Later, t.hey may be 
e:cptC-tt'ff t.o dcdinf' t.o • level or about $2 billion.~. 

Tht t~~timau. or various &.ypes or butintea upendit.ul't!l ma_y be 
I'UUHIIAriud IJC rollo•-.: • 

tr....._fl....,. 

o.-. ..... 

• 
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ThtfW'I amounlt~ ""' hi,:ch in cnm~.1ison with prc·wAr e:cpt\rience and 
may lH.' ~gl\n:INI aa OJUimist.ic. Th~ highest. p~·war nmount wu 
$10 billion& in 1041 , 1\nd •iocr 1920 it. h~ exC)t(•dtod $16 hilliont only 
in 1823, 1026-20 and 1911. 

Sv"'""''ll· 
It hu boon indic:a'"<!tbal in tbe cald>ing·up period (e. g. 1~7) in· 

rom• p..vmrnto ol $140 billiOI\$ and a g.- national produc~ Ol $j7C)­
$176 biiGons will be oeedod tomainlain luUemployo•ent., and that in an 
ultimo .. poot·war year (19SO) inrome paym<llto ol $1M bUiiona and a 
g.- national prodoocl or about $186 billiooo will ... ~uired. w. 
ma,r now tummarize (m tht aceompaoying table) the unounta of the 
V&nOUJ f:atfii()ri8 of expenditures., e5t.imatecJ ror each or thc!M ptrioda, 
10 detrrmine whether tbey ate auftkienl 10 II!•• tbe run employment 
lovl'll or po. national product. h abould be empbuil<!d thai the 
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6guroo ~ rouch, bued in port. upon ~ n!atioolhipo and in pan 
u~n opea1al !actors wbicb afi'KI thHe relatioll!bipo. For it>ma lor 
~hi® .. ng<e b&Ye ._., indieat..S, the midpoint or th• ~ appeara 
ut the table. 

(ta...._fl ..... --r-........ 
,~. 

Ffdtr:aJ~tl\1,... fot 10M• •lid ~~tt•icft ....... -~.... .......... .............. . It II 
~:&.::: IIMI ftW'tt'D ... , uprediUirHior toodf 1Dd _..._.................. If 1t 

c .... ~"='~~:::.~~~-~:::::::::::'::::::::::::::::::::::::::::::: 1:t ~~ 
To~1 ........ .............................................................. --,.----,-,. 

According lo thtsc figuroa tl1e estimated annual grou c•xpcudhurc• 
in the Clltt'lung-up Pf~ri()(l llrc not. likely tO fall rar lihOrt.Of the AmO\IIU. or 
groSB ntHional product. required for full employment. Tho figurot 
s uggest tlu~~ l\4.\ith4!r h<'AV)' unemployment nor a~\rcmc inrlat.ion is 
likely t.o devtlop during dus period il, as has beenaMumOO. tho t.ranli­
tion problem• aro au..,...fully handlod during these critical yoaro. 
Tbe major probl.,m in transition is no&. likely t.o be a railure of dt.mand 
buL rath"r one of readjutting to a peaeet.ime basis the economic lire 
of a nation and a world diltorted by war. 

h ahould be 1~, bowe,·u, that the favorable emplo,yment.. litu­
ation indicated tor tho t.ra.nsition period .,..ill only be &eh.evtd ir, u 
b.u been opLlmist.ie&lly t.~~urned, the readjustm~nt. to peacetime pro­
duction should encounter no major obstacle from thf' o~ration or 
domee&.ic or rort.ign economic pohcies. If rrict..iou.s or ~t10UJ dimen­
sions should dav~lop in any ooa of a oum~r or import.ant. oconomio 

• 
areu, rtuonably full employment would probably not be ""loiev..S 
despite the othc.I'Y!•ise favorable faetA>rs that will operate in the tntlli· 
tion yea.re. 

ln tloo lfttor )101!1.-Wat period, wben tho lulfillm011t ol IRCMII dderrod 
demands hM bt~M eomplntcd and Federal expenditurCA h•vo rcat.hed 
pcaeotimo lovcls gryu oxpMdit.uras nro astimatcd at. about. $176 
billions. Thia r.IJ, short, by a bout S20 billions, or tho Sl06 billion• ol 

• 8.f988 m\tionol p l'oduct. raquirod for Cull employment . However, in 
this e.tim.a.to, lbo cxpandit.uree of businese a.nd c:oueum~rs wcro dote,. 
mined on tho 111umption that gross national product would bo About 
SillS billions. Thus\ il tho grooo national product w•r• actually 10 
be u low u Sl75 bi lions, it io clear that bWiin ... oxpenditurta and 
eepec.ially contumtrs' expenditures v.·ould be mueh lowu lha.n indi­
c:atod; and with theoe lower U]K'11ditureo, the Kf'* national product 
in tum would be ltu than $175 billion.-p«bapo 1- than $160 
billion~. Since a grooo national producl of aliout $185 billions would 
be requited ror lull •mployotellt in 18SO, a grooo na tiooal product ol 
$ISO billio110 (in 1~4 pri..,.) mil<bt mean unomplo,melll (includinc 
frictional) or <Onaiderobl' more ihan 10 million.~'!""!'""· 

From tha loNCOinc ;, it app&rent tlW a high le•.t or nat.iooal 
inc:o111<1 and emplo,menteao b6 mainlain..S in the pc»t.-war period onl7 

Regraded Unclassified



CONFIDENTIAL 14 

if ooo.-umtrs, the Government, and busineeamen totte-tber epMd or 
inYMt eumm.lly the en: tire amount of in.come generated br produetioo 
•~ lull employmML Lo lhe put., we ha•e mquootly flllod ~ au&io 
our full pott11Lialitie. in production beeause of a W.UdMCJ on the pt.t'\ 
or cooaum•n and busineaamm alike ~ withhold from lhe marke,. 
aome of lhe purehuing powulhal io gmeraled byelm'Mt. prod~llon. 
To o•trcome thit tendency in theJuture ia one of Amr:riea'e ~teat. 
probl•na. 

The level of national income aBeet& lho .7iold of lhe 1.o.x oyatem 
and tbo 1.o.x t)'llem in c.urn is • fae~r.det.erouninc ll>e Javel of nation;! 
income. For t.hi1 rcuon it. should be a major objoct.ivo or tax policy to 
arr•ngo lhe we oyatorn ao Ill at. it will have tile lout. pouiblo dot.erren~ 
eJToot. UJ)()D butinCM activity and 10 that. it. will givo tho grcat.eat 
oncourogement. to tvnploymMt. FulJ employment cannot bo uC.hiovod 
by t'lJt poliaiee alone, however; tax poliCJee muat ~modo to work in 
bam•ony with other governmental policiee and with all other phuca 
of govertwte.nt&l act.ion. 

• • 

• • 
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An1nfDIX 2 

Co¥1'0UTto!lf or L.uoa Foaca 
Tho \OUII&bo< ,_ ...,_ t.7 m11l!c>Gel- Jult INO w...p Jolt It«, 

.. ......... <1M lAible ......... 

Oln!IM: 

T .... a.-c..,..._ <fiM w.. ,...., Jvlr 11¥>-Jvlr 1144 • 
[1& ................ 

._, 
~..;::;1.;;,;o::::::::::::::::: :::::::::::::::::::::::::: ·l-_:lt::.1+-_:":.·l=+--...:-t~: 

v ... ::;',.r.'.~~~:::::::::: ::::::::::::::::::::::::::: ::::::l-_..!'t~l+--"'.::•·::::.j.._.:-::t::l 
.An•a17:tJ:.~~:::::::::: : ;; ;;;;;;;;;;;;;;;;;; ;;;; ::::::: ::::: ::I---.. ;.:.l+-_;t"::;l•::l.j.... __ i::t:.:: 

Tt~a&»bore.to.. ••••••••••••••••• ,,,.,,,...................... C4.0 AO l7 

IIIIIJ' tcvnl ~ ....... .,. Md lin~ Uwla""* II&W'ti Jot lbt ,_, 
e.w.: Wv w .. ,..., c ... ..._ ....t o.c-tmut o1 t.Mt. llwtM ot &.bot lwi!Ma.. 

M unldoot 'ndu.tr$8 flotCOUnted fM ~ . .5 mJIIion. of \be 0.0 millloGII lncr81e Jn 
MIUI&rieultural enii,Mtmoeat and a:loitkant inc:,.._ were Nto 1bown In federal 
war q f'DCIN Md t....,.ponat\On. dOI'IS.uuctiOD emplotiDt'n&.tbowed a •ut.tud&l 
dertllne. Womm worten ~.ted for aU but 0.0 mDiioa ol tbe ott Iocr--. · 
A..-. bouN worked per: week by m&Dul~e..,.... (.QC!ft!Mlld !toeD. 

18 Ill lliO \0 "4 ia lt-44. Tho·~ for c:tyrable lndu.Uitt .-... ,...,.... 
&h'ety, It and • • • aAd for BODdYnbie coock Uldult 3'1 aftd41. 

T'be ftOf'1ft&l ~ Ia the bt.bor (Qf'Ot durift& the ,....at deol6t ~ be ..S. ..... t.ct .._ apptOdawelr ~ per ,..,... Thli would -.. tbat about. 
1 mUiioM ol 1bt t .lrnUI.iool iDe:,_. la total tabor fCII"<IIt alnoe INO .. oompoeod o1 
" war est,.. .. -people ai.K':b u bou.ewh"eel who lii'Ould DOt. ont.ioarily have ent.enld 
ltHilabor fon'lt. )'OUill people who 'lfOUJd ha,.., C!D~ml LaW!~1 or pti"'IRI wbo would 
ba,·e r\!tlr«< •111t:r. Mo.t. ol thole ..uJ probabl)' I~Mve 1.ne tabor foroe .. .aoa 
u tbe • ·ar en~raeney il over, al\haf.ll,h tO will of ooul'llll! deJM!nd upontM outlook 
for othC!r •aae eamert In tho family. Ho'''e''C!r, tbere wUl bo eome who will wan\ 
to m:~n.afn tn •nr, -· 

Aft.tr vltiOr)' n Euro1~. tho t.ou.l labor rome mAY be tXJ>oc~ to doellno fOr a 
tim .. u man.y of Lho "•·ar uwu" leave, and new er1t.rant. hUo tho labor toroo 
do not. make u1• tAt dllferenoe. Tho eivillan LAbor foroe, bowt ,•er1 may b. ox· 
peeWd 10 lncl'tlaiiC u tiWI armed roroc. deeli»o. 'l'llble jl 11how~t LM urtllln~wd 
t(ltal labor for~ for lh.o ftnn t11ree yet'- alter ''itWry Ln l~uro 1~\ whh A el .... lflea· 
Uon Into two f~Qm(IOIW!.nlA: 1.-hoee who would normally be f11 t ~ labor forre M 
Indicated by tht tona·c.ern1 •r~nd, a11d tho "war e.xuu!' The ran,(t!l are bued 
upon 111(1 ,.tunptlon that the w•r in f-;urope wUl end early In l!H6; IJ It eon UnuM 
lon1t r, &he ft1urv WOUld be all&b&lv l&r~er. The e~~tlm&tCIII pmttnted .,. yearly 
avtt~Laet: no a.Uowanee h., been mlklo for tea.tonal tbani•· Tboy .,. tlw!rt:fore 
DOl dfl90tb' tamparablo wilb the data &ive.n io &able 8 for PM'- yMrt. 

Tua.• •.-A.,.,. 1o1»r /M«, Jrt~ 8 ~,. .pn .ia.r~ l• &u.,. 
(la .... ofl*-t 

- ... - .... 
l:'::O:,::::S.~::::::::::::::::::::::::::::::::::::I----: .. 4' -"=;:::-!-...::~~~-·...::·!lll::;: 

'Noll ...................... ~·~- ~~·-······ -·· .. .... .. ... 
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'nllo .um&le oloo applleo co • lr&nalllon 7- 1~ Tbe labor'""" Ia oalJ. 
maWd al 60.4 miiUona, ,..lb, bo-, &6 mliiio.,. Ia lbe .......t 1...- and' 4.0 
mUllo• ..-ployecl. Tbe •- lo pn>duethlty Ia -- co bo 13 por<~~ol 
oYer 1NO. 
Blidlor.• 

Tbe bMic e.timate ot una et.ucb appU• t.o a 'feel "'abortJy alter the war." 
G.- national prodoo Ia •tlmal«< al 1160 bUIIona In ltf3 ori-, .. d loooUM 
paymeo .. at 1130 biUiona. Thll .. um11 an em~,Jed labor force of 57 mllUoDI 
(lnclucUna lllillt.ary), oftielonoy lbe....,. u durlo1lbe ......, .. d botll'l ol '"'rlt 7.5 
peroentlower t.h&D a t p..n!lleDL Tbe ...on for t.hedltfereno& be.t-ween tbJa etLilllAt4 
and otben eoverinc the tran.tJtlon period app&rently lie~ in t.be fact that no allow .. 
M06 hu been made for any tblll lo tbo dtitributJon or the labor foroo N be'-wooo 
clvUJan and military. 

EirUmat.el of potential g:rot~ national product. aNt 6110 preeentod for 1950 and 
1960 ol$187 bUJiona •nd 8229 blillono In 1~3 pri ... , rMpootlvoly. 
Brooli .... • 

Tbo ettlm&le ollbo Brooklnp lnalltutlon ....... a natlonalloooma ol 1128 
bUIIona In 1947. Tho labor forno It .. umoc1 co number 60.0 lllilllonl ,..lb 2.0 
mWloaa In the a.rmed fcne- and 3.0 mQ.Uont unemployed. WhUe the labor foree 
MU'mate il lllahUy lowe:r than m01t. of \be othtn, and tbe .. u.aa.d u.nemp&oy­
ment. ia alla.htl.r hisber, tbeM .,.. oot tbe priaelpat 'l"eMMM ror the <Wrereooe 
bot._ tb& ettlm&to and lb- -umlaa 1140 bUllooa ol oatlonalloeome. h lo 
- •._. bore lbat.lbe avarap produotJ"'vlly Dllbe labor,_ .-.loa • • 1tf3 
levell, except ror a lli&ht. difrere.oce • ue to a tba.Dp In the d.iltribu:tio.o ot the 1abot 
faioa &0>0J>t lnduo&riet. hIt -mad lba• prloeo roinaln .. 19U levelo, .-p& 
lbat &lricult..,... pr;.. <!top to parlly. Tb.,.. Ia .. implied uaumpllon lbel .-J 
outpuL trill <!top about 10 -l -- ollbo ellmlnallon ol ovortlm6 and lbe down,aradinc·ollabor. 1"-e Lhree .. umDCJoM Wen c.opc,ber would eeem to 
be lnoonaltunl wtlb lbe slmato olll23 bllllona ol national loeome and lbo sl­
ma~e ol M ·m.Dlion.e or d'f'Uian.l employed r01r the rollowlb« reMOoa: 

According to the Brookl np e~tlmat.fll, SU biiJlont ofbusinees taxee and S8 
bUIIPna of busin- ._. ... abollld bo added to lbelr slmale or $123 bWJona of 
hational iooome t.o sl"e a poe~ natJonal product. or SlfO &UUoDI. On l.be oLber 
uod, to ltf8 total output,. .... 1187 biU!ono. A d- ol 10 percenl would 
mako tbls 1168 bUllooo, noL 1146 bUIIono. • 
·, In order to obtaJ.o a natfonal lboome or 1128 bUtlons with a labor roroe or a• 
mDllona or civiUan emplor.cd, It; muat. be &Mumod eJt.her that the prioe level fall• ft.. 
ao that the real Income 1 srcawr than would bo lm~liod by lbe filuro or $123 - J 
bUUona, or t.bat produc.tlvity raJJt , mt.k.hls the deeUne In output peater than 10 
~·•, A faiJ . Jn . lbo prloo Jevol . lo -lblo aod lbe ootlmatc would then bo 
eonall~ot 'tfith the' ettJ.rnat.M or lifO bllllona or1nt.Uonalln«imc in 104-4 price~. 
AdJJ.l.lit.mAA~ ,Qy JPea~ or deoreued_ p_roducUvltL however, ·would make ft DK· 
C~~~JAry rOr i>fOducUvftt to drop to 1840 levelt:. Tblt could probably happeo oaly 
.. a muh or extreme temporary reooovertloo dltftculllel. 

"""" CiiMt pJ.a.. Thlo olao lo boOid upoo a proltotloo of .-J -'"t~Do, I'UIIor lbao labor 1-. T~ population In 1046 la IIUm&Wd a& 1M -,.a11&11J'e wblob Ia 
-hat 1o ... lbao tbo c.- Bu.- -lei of -~· 140 llilDiooo. Uo­
omployme<~t ia --w bo oboul 6 -'-"1flb • labor,_ of eo ...nuona 
lblo -wd bo S m iDI; U and prociiiCICivlly Ia -- lo lner- only about I 
-•o-11142. Tbe- lo ln -of1MS...-. 

Oo lblo - . lbe oatioD&l ._ ,,. 1046 .. lltfmaled. .. 1120 - Ia 
.....,. of 11144 pri-,lblt would bo aboul 1180 bDlloOL The- Ia -•ted 
a1 a mlnlm~m. oo It lo -oall7 oot lnoonolo~t wllb lbe ..,... of lbe modelo. 
'......_.... ...... ., _ .. .._ "·'""'" ........ ,.,-. ..... •aua..R. IlleMer,""Jet. An.lbtWw," A-.....v W*" 
'loiiC!b M.,.., ,...._ lo'~ ~. lk ~Ill.,..., pobUibld ., * ....._ ..... 
~~ ru., pablllibt4 b7 Tilt -rw~a en .. ...,.... •-.~ae. · 
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January 23, 1945 

MEMORANDUM FOR Tllli FILES 

Secretary Morgenthau has agreed to make a 

four minute radio speech on the subjeot of Bretton 

Woods on Saturday, January 27th, at 6:45 p.m. 

His speech 1•ill be part of a fifteen minute 

Bretton Wood.s program on the Blue Network sponsored 

by the CIO. In general, there will be eleven minutea 

() of dramatization or interviews and the Secretary'• 

four minute talk at the end. 

0 

Details respecting the Secretary' s participation 

in this program will be arranged by mf office . 

Original to Secretary MOrgenthau 
Co : Mrs. J.forgenthau 

Mr . Gaston 
Ur. White 
Mrs. Klotz 
Mr . Fitzgerald 
llr . E. ll. Bernste iA 
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0 ASSISTAHT SECRETARY OF THE TREASURY 

January 22 , 1945. 

TO: Secretar] ~~orzenthau 
FR01: : ',lr . Gaston 

The C.I. O. has just put up to E. !.1 . 
Bernstein the i dea of havint; you take pari 
in a rad io progr am next Saturday (Saturday 
of this week) at 6:45P.M. They have 15 
minute s weekly and they have announced 
that the program for thie week y;ill be on 
Bretton 1.'1oods . The proc r&m vlill consist of 
ll minutes of colloquy or intervier; and a 
4-minute t alk whi ch t hey ask you to make . 
1Ms you can do f rom \'!ashington , althouch 
the rrocr am origi nates i n New York. It is 
a 135- stetion hookup on the Bl ue . This i s 
v·6ry shor t notice , but I have no doubt 

(
the script could he prepared in t ime . They 
.tave a 'IUI.n at work OJ' it in liew York . 

If you ae:ree to £0 on they will wire 
special notices to the 50 or 60 cities 
where they have Councils . 
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'i. :::1 ..--: 
Treasury Department /,. 

Division of Monetary Reeearcb 

0 Da te..!.~~ ... Pt.}94.h 9 

To: Secretar,r Moraentbau 

I praiiUIIII tbeee ba-.e been 

called to your attention. 

H.o.w. 

MR. WHITE 
Branch 2058 - Room 214-1/2 

---"-----------------------
• 

Regraded Unclassified



0 
To: 

Fr0111 : 

Subject: 

Treasury Deper\•en\ ~ .-,? I 
Division or Monetary Be1earch 

~~ 
Da te .... ~.'lr}.'A~:t. . .:!,~., •. ]-.9.45. ••••••••••.. 19 

L!r . Whi t e 

l.liss Bass tt f f.\ · . 
Press Coverage of Secretary Llor genthau 1 s 
Article in }oreif!n Affair s , January 1 1945 

As the attsched cli lpinee show, the Secretary' s 
article received conside rable publici t y, 

'l'he Ne-11 York 110rld telegram and Herald- 'l'ribune 
sw:marize the argument at length, The Baltimore 
Sun covers it Ylithout; bias, which i s remarkable 
for this r abidly anti- Am nistration paper, and 
the tiew York Post and \12shi!J1ton Post both report 
i t more briefly, 

0 
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New York \W.!M-Telegram 
DEC 2 7 1944 

-nth ~. AaloriUn .. ~t .... .... ru .... n to f'OIIS . d IJ wu 'horouaht.r vn tN on au 
•&Jnr qut.ttlona. RtpubUC".aN and 

F Ratifi ati 
O.Omonata allltt had an IQut.l or lc on In Nl&Pin.r lt. deobiDnJ, and 

t.t • oad t'f'&.IOn I 0 f'JC SW I 
tNt. Prf"<'tdent follolll•ed bffon· 

Of W rid B k dur1n1 the eonfrrtnC'fl w iU be 

0 an f'N\ttnut'cS a nd that tht nt'aC ,,.,,. 
tit r•"•Urattfln w1U ~ t'(lnthK'trd 
on thr . .. m., hlilh Pl.\ne." 

. ... , .. l'olh ~-
Mr. ~lor&tnthau ny.s ht~ ts ('Q.f\ • 

1'Hh·.-,t ttuu th• M"OU('Im 1c lnlert•IA 
or t t\" \ t ~ anrt Or• t Brualn 
arf' n.•t lrTt('{.n('ll•blt anct th• t lhor 

Says 'Key Countries' 
Approach Overlooks 
Postwar Rea lities 

~• '" tarce tn•'u4h ' '-' i•rovtde 
- u t til th B tt('ln a.n ''1"6"'""rc market tor the e•· ..-a UH 0 ra '1 t l1' PNU ,,t ~·:h 

W ood.J proposals for an tnetr-- Ow-c'-n n4 h tn\.WU an "'lmpe.nl· 
national monel&rJ' t tabUitauon crrP'' upn .-!a' )Jt ~'•'Ttt"ulh'u 
fUnd and bent Of tf<'Ontlr\I:I MN1 hi UI.h ~l'tlt't Ru~J• IM 1•1'1.11\C 

• u • th na<-nJ tht u .. •ub"...rtt~)U,'n t .• uw blank h • ' • cotlt,nee- o u "-' t t :oo.ooo.uoo 
Amerlean people: do not dulr~ tl He- ..,_. .. ht \ .. tu mly ('QJ\\ ll'k"'ed 
('OooOpe.rat.e and do not know ho"' Uut r• pl'alH' \ nJ a&:-l• l l1t •NIII"­
to achJeve co--ope_raHon, Henn tlf .. rAn ('N'"tll .... h'l ' ' u n.-u tr• 

f ('\\lt:t tO d rJU ,•U,•.- {'t.t,·UtC'.J. AI'\~ 
Morat-nthau. Se<-rtt&rr of tht "'" Jrn.: a.ll b.'tti • Dt"l" to\ u,.,. 1u" 
T~a!UO, wa.rru tn an ..rtlrle U: or tnttma tt.mltJ t· rNt.•U\t.,t f-a, 
I) JanUIT)' W;·ue of FOrtiJn Af • nl•v •• 
t 1 rs. out toda.y, 

Mr. Mor~~:enthau alao a.&Uil.t the 
11: ealltd " ktY countries" formula 
aomellmes advanced • ·" a aubstl· 
tute for the Bretton Woods pro"' 
a ram on tht- rround that ll ••til 
bt rttarded by othtr countrlts aJ 
financial ''dlctatOr.oihlp. ·• The " kt)' 
couotrJu.. approach. he a.mru. 
take, no ac:eount or \he .. rtaiHitJ 
or the postwar .tJtuauon." 

"'1'M u«ablbhme.nt or an u clu· 
ah·e Analo·Amtl1can condomln· 
h&m ... h~ &a.)"S, " • ·ou.Jd not bt the 
a ppropriate mesns or dWinc 
wtth totematlonal monttai'J' prob­
lfm.s. I doubt that the u other 
unJttd and a~oda~ n.auoru 
•bo han bH:n flahUnc a.nd 
..-orkln& .-tth Us durtna t.M war 
woUld tate ktndlJ to what mlaht 
be reaardf'd u d lc-ta lonhtp or 
the wr·ld'a fl.nanCJta b:t t wo COUJI• 
tr1tl . .. 

t:. S. Delonllon Non·Partll&ft. 
In a pita for aon-partlaan con· 

alderatloa of the Bretton Wooc:ls 
proposals. Mr. Mor•enthau ex· 
prta.sts the view that tht lntrtcacr 
of th.e tec.hnlcaJ question• fhvolvtd 
will raise them abo\'t partr con· 
alderatlona. 

... M.y opUmbm... be u .n. ..LJ 
rtly ba>ed on tho boUol that 

U.: Bretton Woocb propoaa.l.t will 
be bc\I.S.H'd on an obJecun ba.all 
a that auth dltftrencu or 
o ton as may .mtfl~ I " ftct 
f "' oart-. lin,.~ 
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]{aaQ ~altt&unt 
DEC 2 i 19&' 

Ralificatloo Advocated I 
Of Monetary Agreementa 
~ raUticaUon of the 

Brt«oa Woodlacreemtntl. Henry 
WornoUlou Jr •• lltcretary of Ule 
TreuW'J, 14~'1 Ul L'le Jan•l' ·~ b SUfl 
of "Forelln A!lalrt.'' P\lbll&htd to­
day, that t 1ch action wUl be 1nttr­
pret.ed u an Index ot the dta.lree 
and abllliY o! Ule UDI!ed Slalet 1o 
co-oJ>Orata e!lljlUvely In ootabll•h­
U.. world -co. 
lf Ulo loni&Uvo Proi)06all loll of 

"'Witatloa. U1o Secrotuy addl. 
"other naUona wUl be con•tneed 
Ulot Ulo Ammeao -plo do not 
dealre to co-.opt_rate or that they 
do not know how to achte,·e co .. 
openUon.• He ""ards the poUU­
c:al tmpUeaUona ot \he lnte.ma .. 

, Uanat monetary procram u no leu 
llanUlcant Ulan Ulo economic 
achleYe-IIM'Dta et the eonterenM, 
and he cha.raett:rtz.ta .. Bretton 
Woods u Lhe model In the ec.o­
nomle aphrre o.r what Dumbartou 
OU. u In Ulo pollllcat.• 

Reftntl\f 1o Ule 10-talled "key­
c:ount.ry approach," Mr. Noreen· 
thau add.l. ••Ule llt.lbUihment of 
an exclusive ,\naJoArner'lcan con· 
domtnJon would not be the appro .. I 
p.rlate meana of deaUna with lntf!r .. 
national problem~," atnee exellia• 
at.eblllt,y ta a aentral question "'J 
doubt.'' he coneludtt. ••that the 
tort .. ··~O othtr nauona who an 
bH.n f 11\tlnr and wortlnt ' 'It us 
durll\1 '.ho war would take kindly 
to wha "mllht. be rf'(arded u dJe­
talonh of Ulo worl4'1 finances 
b:r t•o countrta, ~ 

Regraded Unclassified



0 

I 
I 

( 

0 

THE 

Ul MeVE ON Ell@ 
PLAN SEEN CRUCIA 
Morgenthau Calla Bretton 

Woods Program Vit~l 

l'fn York. Doe. 21 (.4')- Othtr 
a.aUo• wiU view tht Unltf(l 
St.at.e.• action 011 the Bretton 
Wooda l.ate.rnallon.ll monetary 
lllH"mt nta • aft tndex ot the 
oountry'a wUUnrnn~ to co-operal(' 
in HtabUsblll.l world puce, .a.ys 
~

1
~,:?' ol lbo Trouwy Mor· 

'llollftulloD would tin,..~ 
U.. fontru-.HookJAI tltDMn~ 

t · ery cou.a.try wbo wllb to tr1n 
ile tbt lr cravlne for .,.ace l~t 
deeds, oDd "'ould be • ruouDdlnc 
I.DIW'tt t.o lbt pe:ulmiU• who fHI 
that pe.ice 11 UJl'llalnablt, .. Mor· 
etnlhau MYI In tfle JanuiJ')f t.uuc 
of t.he publltatlon. Fort•D'" .Afalr•. 

Suppltmentlry '•c•tt 
P'alhue to nllty the aa reement.t 

tor an lntern.adonal monetary lund 
and lnternallonal bank tor recon· 
JlJ'ucUon and devtlopl'nt at. he 
states. • 'Ul convlnee othtr nalloru 1 
t hat "tbe American .,.oplt do not ! 
dutn to co-operate or thlt4ht~ do 
not know bow to acbltve co-op. 
eret&on.-

Det<ribln& the Br.lloD Woocls 
proeram as .,_be mod•l In the 
HOnomlc tPbu. of whu Dumb&r-

~
~~.?w 1o lA tho polltl<ol," "v.• 

'Tbry re1ntoree and auppleme 1 
(b other. PoUUcal and cconom 
('Urlt from I G&reulon are L · 
vi•lbre •• and a 10und prorram tori 
1ee must achieve both.'' 
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TREASURY DEPARTMENT 

WASHINGTON 25 

January 23, 1945 

To : Secretary Morgent hau 

From: J . w. Pehle 

The folloWing is a surnmary of significant aevelop­
ments ln t he Surplus Property and Procurement off ices for 
the week ending January 13, 1945 : 

surplus Property: 

There have been or gani zed ten committees t o consider 
various problems of policy and procedure arisi ng in connect­
ion wi th the disposal of sur plus property . These committees 
reflect a cross section oi' t he Office of Surplus Pr operty 
and consist of merchandising men , economists , l awyer s and 
other specialists. 

I have met with Col onel Heller and Governor Hurley 
of the Surplus Property Boar d and nave discussed with them, 
ln a rather genera l way , certa in phases of our mutual 
problems . 

The Food and Drug Aaministration advised us that if 
the 28, 000, 000 Car l isle dressings available for sal e were 
1n f act sterile , t here would be no objection under t he 
Federal Food , Drug and cosmetic Act to their sale f or 
medical uses . Subsequently we withdrew the statement made 
in our advertisements t hat the dressings wer e not to be 
r esold for such pur poses , and extended the time during 
which bi ds would be received . 

Regraded Unclassified



0 

0 

- 2 -

The Offi ce of Civilian Defense decl ar ed 330, 000 
helmets to us pr ior to the holiday season . Appr oximately 
30, 000 of these helmets were disposed of to department 
s t ores and t o whol esale and retai l har dware and drug 
stores . A r evi sed sales pl an is being consider ed ror tne 
disposition of the remaini ng 300,0UO. 

Conferences with represen t atives of the rubber 
industries were held in r,ew Yor !< , and a pr oposed partial 
pr ogram ror the aispos1tion of rubber products was oeveloped . 
A representative of t ne '()ffice or Sur plus Property will make 
a sur vey or four r ubber - producing pl ants beginning Febr uary 5. 

We ar e employing t he services of an experienced 
gunsmith t o inspect the guns on hand , and t o assist us 
i n preparing a pl an for the fair and equi t able distribu­
t ion or fire arms . 

A consi der abl e munber ol' wooden rifles have been 
sold as a r esul t or a mail advertisement sent to adjut ants 
general of state guards in t he various states . The same 
adver tisement is now beine prepared for mailing t o ROTC 
and other Army and mili tary training schools . 

135 car l oads or tir es decl ared as sur plus ar e now 
on the way to repair shops . such tires as can be r ehabi l i­
tat ed will be offer ed by r egul ar dealers to the public . 

The Army has decl ar ed as surplus 250 motor vehi cl es 
wi t hout tires at Fort Bragg . We are making efforts to l ocat e 
tires out of sur plus s tock with whi ch to equip t hese vehicl es 
in or der t hat t hey may be sal able . 
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200, 000 ammunition boxes were declared as surplus 
by the Army. The OPA is in course of fix ing ceiling prices 
covering their wholesale, retail and consumer prices . 

The 1..Jar Food Administr ation has expressed an interest 
in a quantity or surplus pr operty located at t he Jef ferson 
Quar termaster Depot , which it oel1eves to be appropriate 
for rural aucti on . After t he propert y is inspect ed by 
!..Jar Food Administration representatives , t hey will give us 
t hei r final views on t his matter . 

In order t o consolidate surpl uses at a minimum number 
or ins t allations wher e property can be displayed throughout 
the country , a aetailed s t udy is oeing made or verehouse 
operations in Ordnance ins tallations . • 

Throut;h our 14ashington, D.C. Heg ional Ofl'i ce , pre­
liminary arrangements were made with the OWl photographic 
laborator y t'or accumulatin6 hypo :;olution with which an 
initial t est on silver salvage can oe made . 

The Associat ed Press worlced with repr esentatives ot' 
this Office on a special stor y r egarding our f.:lur plus Reporter . 
The story will be released next week oy AP in New York and 
I11Chi gan. 

A confer ence was held with representatives of the 
Rural Electri fication Admin i stration in an efrort to 
develop procedures to insur e that the elect r ical coopera­
tives sponsored by ru.:A will benefit from t he sur plus 
pr operty disposal proGram. 

We have joined the Reconstruction Finance Corpora­
tion in a r equest to the Surpl us Property Board that t he 
disposal of reclaimed rubber be assigned to the RFC i nstead 
of Treasury . 
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R. H. Macy and Company has rai sed wi t h us the 
possibility of a surplus property display at their 
"Preview oi' Tomorrow, " which is scheduled for May . 

Procurement : 

our purchases l'or the week totalled $34, 976 , 481.35 , 
including $34, 600, 000 1or Lend- Lease (scheaule attached) 
and $376,481.35 ror r egular pur chases . 

Total Lend- Lease carloadl ngs for t he week were 
3, 109 cars . 

During this week , requisitions were received for 
0 the following : 

0 

35, 450 pounds of calcium cyanide to be used to destroy 
rat s and rabbits in New zeal and ; a steel aircraft hangar door 
for use by t he Brazilian Government ; and quanti ties of fire 
hose , pneumatic air hose , wire rope and welding electrodes 
to be used in working sulpher mines in Italy. 

2 , 860, 000 pounds or waste paper were purchased for 
shipment to France where t t will be manufactured into 
wrapping paper and newsprint . 

Arrangements are now underway to assist 1-'h111ppine 
national , provincial and municipal governments in securing 
materials for use in reconstruction . 

A contract has been made for the pUrchase of 208, 000 
pounds ol' nylon flake for manufacture , in Canada, of para­
chutes to be shipped to England . 

·TWo airplanes and spare parts therefor , purchased 
this week, are now on their way to the Imperial Gover~ent 
of Ethiopia . 
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Admini stration: 

We have acquired fr om surplus stock 45 sedans for 
use by our regional olflces , at a cost of $1 , 028 each . 

Based on a formula approved by the Bureau of t he 
Budget and Foreign Economic Administration , a schedule 
was prepared for the adjustment of funds for a~inistrat1ve 
expenses between UNRRA and Lend-Lease . 

Additional space for t he use of the Procurement 
Division was secured in that portion or t ne Sloane Building 
which 1s being vacated by Foreign Funds Control . 
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Requisitions 
in Purchase 

Requisit ions not 
Cleared by W.P.B . 

Obligations 
(Purchases) 

Deliveries to Foreign 
Governments at U. s. 
Porta• 

LEND-L&Ab'E 
TREA!>UHY DEP.AR'i'!.lBliT, PROCUREMENT DIVISIOO 

STATE1!BNT OF ALLOCATION!>, OBLIGATHX~S (PURCHASKS) AND 
DEL!Vl:RIES TO FOREIGI~ GOVER!OO:NTS AT U. ::; . PORTS 

AS OF JANUARY 13, 1945 

Total 

$5915.0 
( 5914.4) 

f 164.4 
170.3) 

$ 90.8 
( 88.2) 

~4512.1 
4477.5) 

$2811.8 
(2776.2) 

(In ltillions of Dollars) 

U. K. Russia China 

$26~8.0 
(2628.0) 

t24b7.a 
2457.3) 

fl65 .9 
165.9) 

r 35. 6 $ 19.8 $ . 6 
::19.8) ( 24.1) ( . 8) 

f 19.1 $ 52.6 $ .7 
18.2) ( 52.0) ( .4) 

f2064.8 
2060.4) 

$1970 .7 
(1947. 7) 

~ 69 .1 
69 .2) 

$1577.5 
ll568.\l) 

f1153.1 
1126.1) 

f 25.7 
25.7) 

Administrative Mlsce11aneoua & 
Expensea Undistributed 

$17.3 $646. 5 
(17. 2) (646.0) 

$16.1 
(16.1) 

; 108. 4 
(105. 6) 

$ 18.4 
( 17 .6) 

~91.4 
(364.1) 

$ 55. 5 
( 55. 5) 

• Deliveries to foreign governments at u. s. Ports do not include the tonnage that is 
either in storage, "in-transit" storage, or in the port area for which actual receipts 
have not been received from the foreign governments . • 

Note: Figures i n parentheses are those shown on report of January 6, 1945 • 

. . 
0 0 .. 
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JAN 2 ~ , +J 

Der.r Bela 

Reftren .. 1a ade to the lttt ett whleh 10\11' Departaet 
baa I ll{; ... t.a be 11nt t o Jean t.lon':let, ln whloh h pr opo .. a 
a ' t.IUtel' leU-hue &I:J'eiiHnt betff .. n t bia Gonrru~~nt •ncl 
t he ProT\a\onal OoYe~t Of f i'&Delo 

AI atate4 in~ lett er of Januarr 10, the Uaitl4 State& 
ahould determine the ext ent to whieh we deem lt appr opriate 
that the Freneh aboulcl uae t heir cold and dollar exeba.oge 
reiOUI'OII in •••tin& thelr noa-munltiona requ\reaente ani 
lmd•leue ai d ahould be profr~ aocordlngl.T. It l e 
rq Tl iW that t hla detenlnat on ahould be ... a. pr ior to · 
t he tl •w t hat &01 lencl-leaae agre..ant 11 entered into. In 
t l at "11 we nlll han a olearar uooe.re tandlne of t l» trpe 
of prot;rlll whleh the len4- leaae a re .. nt oontaplat .. , 
t.hereb>' &To ldlng bule .. ueundantand~a with the Frenoh 
af ter the acr•~t 11 al~. 

I would •uu .. t, therefore, u the fi r 11t •t~, that 
-,our O~art.ant, OlD' l>ep&l'bunt and the For.S.p i oon.te 
.li!D.lniltration &•t together and eo-•• upon tJJ. 1.110uat of 
Franeh dollar and gold uub, lnoludlat the holdlnta ot 
the B&D.k of f r&DM, whleh •• would oo111lct.r to be a uta­
faet oJ7 podt1on for r r anee ao loDg u ahe 11 obta1n1Jic 
l.U- leue aid lu non_..,, tlone boa thla OOillltJ7• In 
arri vl.ng at eua &D uilderetand1ng, lt will be uoeaeU'J' 
t o ueerta1n the &llpr oxl.Mte uouat of dGllara whlth the 
Freaeh owe u. at t~ pr11ent t~ tor auppl1•• ah1ppe4 to 
f l'&llee u4 Borth Afl'1oa, u well aa a reaaou ble •tl•te 
of tha uowat of dollan whleh the T'l'taeh ..:, be expeetei 
t11 11• 1'8 in tu Mil' hture f or ehlll&D a~~ppll" ahlppei 
to f raeh areu .a ... the allltarJr pr~ 

Purthe....,.e, 1\ •Oill4 ae .. dulrable \bat ao lcul-leue 
ag .. •-t ahei&U lie alp d with tba F .... eh uatll \UJ haTe 
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paU tlw 4ollul tlhioh thq owe ua !or o1Y1l1an auppU .. 
tumlahe4 to Fl'&llee a4 Fraoh !forth .lholca, an4 untll 
defWUn anq••t• are aade ao that we will aotuall7 
r .. el,.. perloclle pq~~omu for t ho•• olYUlu lup.,llu 
whleh " wlll be l'UJ'Illahlnc to tht Freneh ln the i'ut\ll'e 
an4 whloh it 11 underatood thlf are to p~ to• ln 4ollan. 

I am aancUt~G a eop7 of thla lett er to ~. ~trley. 

Very trul:;roure, 

SeCil'etU'7 of the 'i'r ... 1117. 

• 

IIoa. u.va a. :itettl nl111, lr. 

Secret&ry of State. · 

mae• • l/2al .a 
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. - ... ., Copiaa t.o 1111.1 te, Dlllob ur:l Luzl'ord 407 

0 
2/l/45 

Ol'iclnal aant t.o lb'.Dir Bell. 

I 

• I 
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DCG-1961 

S.0NteJ7 fill Mete 1 
lub1Jirtoe. 
)15, TwftV-~Ud. 

Pl.Allf 

Pvi• 

!laW January 2), 1945 

~c'd l t O) p . a . 25th 

JI'<J! lUll REIOOU: BOARD l"a\ lllSES LUVl'M' A)ERICAN 
J Olin' DJSTIIIB17UOif C<at I lEi PROU Jos:tl'ft 9C lfURTZ. 

•a.pl'dU. Middle But ~~1-1 ottioe c~ 
llblab I MblN ,_ 111 Wl tree LoadCID wUb pcd.Dt oat 
tala\ ell Ill 1• I te - .... CID te..,aru7 'bu1a 
... j-'; \o ab• p• U ud 'llbeo CCIIItitS... reqalre. .U.0 
wbb .. tf• I.t+-a office illt- ~d a.ablaan 
PI'Oillll• jala _. et.tr -.ree\ t\awae ••- u 
I"Mbala...., ~ Uqu14at.d. ~. dao1a1co 
ot _ .. 111a.,. and am-sa\ without azq pra..-
our par\ n- haft DO\ 0 rtcat.d wtt.b Baonlaan 
-nl ~. lrlU adwiM .. D ble dMlelCID ocottra.s. 
CanDO\ ..Serwteat ,.0.. .. \lCID 111 ..... ~ bmr:!red tbouund 
dollan \o CC~Daia\obe without. •- o~\iDJuw. !lad 
811pFIIIS tba\ nMl pnctt ... bid bNa dat1111teq dlM&Id.S 
and ... P17 dteoourapd \o n.s tbat tbtt:r .uu lal.al 
coot~. s~ w 4GD'\ liaR pwpa•u tor wblcb t'uaiS• 
.... .u-w w baw no ~•-' 111 •\ter and ... 
,...teN tb&\ -.s. wl1l •' taut w- uw rw: •• 
\bb ..... ..... u. eft'tftl ........ 

CA7Tf"ll.t 
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Ill awr ~ IIUM, 

WepMnd•• 

319, !WuliJ tMI'Il 

PLlD 

IWU 

Dated -'!JeU.WJI :0, 1945 

,... •ct 8t41 . ... , a'u. 

1m WAll lllrUI8 JIQUIZI 1m M:B8 LIIAYD! ..-zc.ur 

JOIII! DI8!RIIIJ!Iar caa:rt!lll rna. Jal&l'!l SClllAil!Z. 

·~ 01 ' etF lM'fiiiC tor *'I "'•'" •• 
ardar •~~~*"'1M -bup &PJOC nzt•u)¥ 75 o1-n.l1u 

iAWI II aa4 Wi - p).ula tO/It \bAr M1AUM- ... 

po-t"'• ~. a. lwa ba8ll 111 o~ li:';Wa 

aa4 1a ~ 111tanad ..us. ~· 1fwl.4 ...-uu 

......... *'*'- .. Plr~ - ....... ha pl.-~ 

CCCI 1•• Aa W"'d .. ~ Ida 111 "*'- poaetMlUiT 81~ 

,..._ 01/t 1111t'-'18111l1t JIN bna liD o\W •. • nt.­

tfilt ~--- ___,.... 
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(M I ) 

... ,d l2r)9 •·•·• a5Ua 

fat 11Aa IUIPUI8 80UID. 

fat .-& Iafl'ft MIJIII CIAJf .101ft DDm'.IIIU!I!JI 

C<JatlTIU JH0H Ja.t'H IIQllfAlft. 

•a.oCII"dUc- I'IIAM I e ... -com o\111. Oca-

8l~Me tiP-' ~ tor WN Cl~ 1944 ~ -
ot 1)00,000 for -~~ 1ll ~. DOO,OOO for --.a, 
1)001000 tor,.._ wid po,ooo tor~ I \al.T. 
,_. t uaal. Cl-'- 1944 lila\ rwr1 "11 al.8o lll\o beci•'•l 
1945 IP\er pm W ec-1."-e ..-- • « w 11r1u.11 

Ullll AJ el'1._ ~~ LJJI"'*1aUofa ot 1)001 000 t• 
u...,., 1300,000 tor I!"'M a, ""'000 tor lloE'Uia'la IMll' 

... - .... '- lld¥1..0 Uaa~ 111'1\i.ab and ~ 
aaUaari\i.• haw iiii4*0SA "-e na • u,,_, .. 

--pw J'Oil t.u-... ~~~~-Uora ~ ..,. 
p-*lture a.17 ~ "-- ·-vu.. 111 e ,.,. w 
..-at,._ Jlll7 ~D rch llei>"k' 1944 3, 500,000 III1K 
tl'_. Ullll trca ~ u. 1 ... Dr 1 : 4.-,ooo 
..... ~- Ia lldrll\loll- ..,.., ....._\be l.a\ .... 

Jlllr\ ot ll/lt .... ~ 500,000 8II1M ,.._ .... 'II • 

t.*l ot 1,400,000 ..... ~. at w. -~ 
217)41000 ,.._ W ret\..a for~ JMI'O ... ot i IDII 

1A 1111'-~ w :. ..t 1D\o JlilflliU7 tor ...Ufllt pw­

.,_.. ,.. - ot 1,900,000 tl'uDe- ....- Uln at 
1Dteana\l~ Bid or- t• Mlld1nC too4 ~a 1 1"1 

... Uia - ot ),?65,000 fl F - _.. t• .,_.)¥ 
111 w pc;u • Jla .....-n- _,_,- _tn.._ 
\l- I ... \o 'I 5 •wtelJ' 'JD .UU• P I -
olllll1w ot uae wbe ot \be , ... tlbUb - _. t.a. 
Ja • •• - ••• • • t• \be pFrlFC hl:t ..... 
IFp' I 1,600,000 III1K tr Ullll OFt 0 W JIK­

liFr a.-.ooo ..... t1 • ..... a w ot 4 .UU• 

tl'uDe 11blF3n ;rl_, 
1 

d LIS rt~ ) """• W. Jla 
ft I W 1¥ I I 1 Uln rch Jrrn1'-lu4 t'rca NJ:I Uu I ... 

I ;? I Uaa - ot 965,SIO JrrnlJnF fl F . .. ... , 
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a - l)'iiiJ, ,. ., :0, 4 p.a., ,.._ I'WU 

,. .... ~ 1nt-u.a ~ coo t!\llre 1D 
~ ltal¥ llllt. I • t.r11D1 pna- -· •a•t. oa lluia allow 'ftNo ~t __ , t.o IDYl" ao•= \el 
c-lt.U. trw N'+•• sm. • ·I baw alnM7 •••W 
t.o au llllltwt \bat.,_ w1ll • .!rt,. t~ ""..-

~ aa"'- -·· 
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CABI.l 'fO MR. I!'JDDLE AliD MR. IICCLELLABD, .AXlJ]).tSIOM 11Elll'l, SVI'l'ZERLAI!D, fROM 
DII:PAM1!4XT .C'D VAll l!Zl"'OD BOARD 

Beterence Departaent1o 192 of January 13, Irtoh Departaent ot 
¥sternal Affaire contirao that it inQUired of German authori tiee co~ 
corning the rumor t luot Germane int ended to 11ouidate the i nmatu o! cnmpe 
Oewiecia, Hooo and Birkenau, and t hat the Germano roplied that the rumor 
thR.t it h their intention to exterminate the Jewe in theoe campo h pure 
invention devoid of all f oundation and that if the campo wore to be 
abandoned thei r inmatfte would be evacuated. 

Ploaee requelt Swiee Poli tic8l DeP8rtaont to inform German Gover~ 
••nt thet the above reply of Geraao ~uthoritiee to lr• land hao boon noted 
b7 the Governaent of the IJni ted Statu, and that thio Gover,..nt accordingly 
especte that J evioh and other ourYivoro o! theee and other concentration, 
detention and labor campo in Ger&AQT and German-controlled t erritory will 
be ke~t alive by Geraan author itieo, 

In vi ew of the nearneoo of Oowiecia and Bir~enau to the front, it i e 
ursent tha t the above co&IIUD1cet1on reach German authori tiea vi th the 
greateet poeoible opeed. 

Regraded Unclassified
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CABLE TO AMI.alATION, BERN, FCR llCCLELLAND FRC!.! \YAR REFUGEE BOARD 

Reference our No. 369 of January 22, 1945 (l'IRB llo. 374). 

liar Departmont advises that )TOU should CO!!Dunicate through 

American Bmbaasy, Paris, with Lieutenant General A. E. Grassett, 

ASsistant Chief of Staff, G-51 SIUillF, and Brigadier General 

Charles Ito Spofford, Al!Sistant Chief of Staff, G-5 , AFHQ, who have 

been advised of yOir connection with the matter. 

war Dtpart::lent also adYises that consideration Will be given 

to the accommodation of the refugees at same camp other than 

Fhilippeville it SCARF or SAC!® so recommends . 

Please koep SOard advised of do velopments . 

TKIS IS liRB m:RN C.lBLS NO. 377. 

2,45 p. m. 
January 231 1945. 

F!ilhd l/23/45 

Regraded Unclassified
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. l?len!le deliver following messaee to Fritz Hollander, congress 

committee, Post bmc ?Jo6, stockholm, f'ro:n Dr· ~~rieh Tartak011er of 

world Jewish congress a 

QUarE KDIDLY W.vt FOOOPA?.CELS FORi1ARDED FOLLOIIING 
BERGENBELSSN INl!ATESt BLECK, SlLLY, IU..~; VAN ESSO, Hl::l'mi, 
P.EBBKKA.; F'ISCt1ELBERG I FEU , 170IF I LEOPOlD I !aN; 
HBCHI', 5!11.JNO, ALICE ( tiE& FABIA11), !UCHA.Il.D, EDITH (mE 
S'l'EI.!ffiL); FAC~, ERICH, ROOS t KURZ, KLlRA 1< 2 children; 
P.!BSSEISStl, uauTZ m;Il!RICH, F"...au., !WlS (or JCSIU.), 
SALCU<J1

1 
I::RJIST LEOPOI.Ih SKOP-?W-1 LOl'llAR; RCS' Jfri'AL1 

!ID<:iA., EDUA..1ID, ERIIA, P.:Tm; SA.CHS, GERTRUD (l!:Z m:?.IIS'r.:.IN); 
SCl!OE.!IBECK, liD'S, TRUDE, EI.I.EN, INGE, KLAUS; l'IEIOERT 1 

RUDOlF; lMIE!lEL, liiSSStl, CXLA RECHLA; SLAGTER, LEON, 
P.EBECCJ.. \JNQUOl'E 

Tl!IS IS VffiB STOCKHOIJJ CABLE NO. 297, 

lOaJO a. m. 
January 23, 1945, 

!ll)rury 1/22/45 

Regraded Unclassified



C.LBIE TO AliLEXl.LTION BEIUI, SWITZERLAND, FOR ~CLE!n.ND 

Department and War Refuaee Board appreciate information 

contiWlllll in your 826.5 o! l)OCe!llber 22, 1944. Pl ease ad'Yiae ua 
~ 

ot arq further information bearing on the subject, 

THIS IS VIRB BERll CABLE 110, 3?6. 

lOa'JO a . c . 
January 23, 194.5 . 

Regraded Unclassified



ClBIE TO UIENBASSY, ANKAJU., Fat KATZKI F"ROil 11AR REFUGEE BOARD 

DOpartlr.ont and llll;r P.Qfugee BOard appreciate informatio:t 

contained in your 2225 of No11ember 20, 1944. Please ad11iae ua 

of an,y rurthar informati on bearing on the subject . 

TlUS IS WRB ANKARA C.lBLE NO. 139. 

10 a30 • ·• • 
January 23, 1945 

BA:FHahd l/23/45 

4 l 
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Into ... tion r oooivod up to 10 a . m. , 2)r4 Januar y, l 94S, 

l'L.2&L 
1 . H~ J &II!BS, fight 22n<l/23rd , E-booto actl.,. "'--• •. ~uary1 atn• Yinc auapec:te4. Prel1a1Dary report1 ttate one &-boat set oD rire. 

2 , B!ffi AWC!C 011 sefPml!. 21st, ship aunk 1n ~b:sea , poaa1 ~,~U-bee t. 
A 1152 ton Norwegian 

MILITARX 

) , ~SIERH ERQNT. Southern Sector• Troopa ot 7th u .s. Army bovo auocoastUlly coapletocl withdrawal to now main clofenco lino 
a.rea B1achwe1ltr-iaacenau-B1tehe . Retirement waa e evered by arc.our·ed 
elemente ·~~ troops n~ due in on new position. . Central Seotor& Further pr·ocreaa .. 4e nor tb or D1ek1rch. East or Houtral l ze our 
troops hoaporod by oxtens tve ainat1elcls are followtns u,p rapiclly withclrawin& enoa y, N,W. of St, Vitb l eadinl All1ocl t r oops reported 
two ailea troa town, Northern Seotoro 2nd British Army made good progress agalnet lesaenlnc enemy ret1atance, clear1nc St. Joost where heavy oaaualties were inflicted on enemy in hard fighting and 
capturing Braunarath1 Monfort and Maaabracht. further north Br itish t roops under command lst Canadian Army pushed f orward north of 
Zetten where mopping up is beina comple ted , 

4 . £ASRBM fRONt . Eaat Pnusian Sector • Inaterbura cap-tured while to aouth Allenstein Ootnocle al>d Deutaoh !ylau also taken . llor th Central Sector 1 ~onaidorable progreaa made towarcls 
Bydsoszoz (Bromberg) and Poznan (Posen) during which lnowr oclew aQcl Gnoizno captured, South central aectoro Advances up to 20 miles made on Breal au front with Groa Strohlitz (S ,E, Oppeln) 
captured, Local advances also made south or Cracow and N.W. ot Kaa 1ce. Southern Seotor a Germans captured several local1t1e• ~etween 
Szekesrehervar and River Danube . 

AlB 
$. !ESf!5 lR~l!T· Nicht 2la t/22nd, . 114 aircraft des-patched (1 •1aa~ 7 attackift& Caasel and 3B other tar gets . 

22nd, i 67 For t r essoa (9 missing ) attaokod Sterkrado synthetic oil plant (359 tons) 1n olear wea ther, )40 bombers (8 
missing) operated against railway ~d communication t arcets behind Ardennes Salient and 172 (5 misains1 against targets Southern~ctor, 1000 fighters end fighter bomber• {22 missi ng ) oper ated with con­
siderable auccaao whol e front destroyinc 10 enemy a ircraft1 1$00 M. T. , 700 rail road cars one! 60 A.r.v. , while oxrctn plant alblea­sorclom (near Dorclrocht) was also daatroyod, 10 Spitfires a ttacked rocket s i tes n.ar Hague . 

llight 22nd/2)rcl, S94 B .. ber c-nc1 aircraft despatcbod 
(2 aissing)o Duisburg ban&ol plant 302, Gelaenkirchan l$2 1 and other mia aton. 140. 

Niaht 20th/21st.. Attack on Uclino rail­
concentration. 

bcmbera <S missins> attacked two oil 
and 42 tons on other tarcats with un-

35 tone Fiumo oil Ref!Dar y, 
ena•y commun1cat1ona , 

cood roaulta , Mustancs 
another Pole Harbour. 

1. JKUU~l• 20th, 296 t actical aircraft attackecl a1rfielda 1 c r:::~unicatlona an4 other tarcota , 'l'ransport a ircraft ?31 
E>C!'t 1ea. . ~--... 

a. RP9QD• rour 1nc1deDte re.,..te4. 

OPTIL lo, 26 not aant to WaahtnatOD, 

Regraded Unclassified
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