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HMJr : 

Senator 
!·lead~: 

HMJr : 

V. : 

HHJ r : 

l·l : 

H'.1Jr : 

HMJr: 

~~ : 

Hl~Jr : 

H: 

HMJr : 

M: 

H!~Jr : 

Hello . 

Hello . 

'i._..nry l·lorgenthau. 

Fine . 'iow e r e you? 

Very good. 

February 3, 1945 
10: 27 a . !ll. 

Ho·"' does this Wallace t h · ng look to you now? 

'·''ell , I thin.lt 1t will look all right . ·~e will 
not have a picnic by any ~eans but if we 3e t 
a little help on the R•?ublican side , Pnd I ha·1e 
•vary r eason to believe we will , he ' ll e con­
firmed; ho1~ever, wi.th such good soade men as 
Senator McKel lar .. . . 

Yeah. 

... . and Harry Byrd and some mor e of them on tha t 
side , they can really do a job on a man, and if 
the Republicans and Senator McKellar nnd his crowd 
you see , ~~e usually figure on Sene tor HcK allar .... 

Yes. 
• 

and a few men that are associated with him, 
sometimes Tom Stewart qnd them, we always figure 
on them being on the organizati on side. 

Yes . 

Bu t when they ' re joining with Bailey and Gerry 
and Byrd on our side and then get some substa ntial 
Republican hel p , I ' m afraid they 'll ge t that young 
crowd over there 3ushf1eld and Waring and l!orrison . 
''~Y , i t' a a man-sized job but pereonally , if the 
President signs the Jones - - the Geor ge Bill , I 
think we can-- we can Just about get by with j us t 
a comfortable number with the confir mation of Henr y 
'llallaoe. 

Will the delay of a couple of weeks -- will that be 
in '!lallace ' s favor or disfavor? 

1 
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The delay from now until thP President signs 
thP bill ? 

Yeah. 

~ell , lf it weren ' t for thRt delay , I ' m afraid 
they ml ght beat hlm. 

I see . In other words he 'e gaining? 

That's right. 

Good. 

He aidn ' t have a chance the other day. 

He didn ' t ? 

We had a caucus in the morning Pnc! Senator 
3erkley said t~et he was sol~g into executive 
session and he was golr.s to - - that is , he was 
going lnto executive session and inform the boys 
that if the President would si&n the George Bill , 
he was r eady to make an agreement not to act on 
t he '.l'allace confirmation until the George 8111 
was acted upon , and if it was acted upon adversel y , 
they could use their own judgmen t about whether or 
not they would side -- they would vote for \~allace . 
But if the George Bill was signed, he was golng to 
make l' real organization attemot to out over the 
confirmation. So that we~ agreed u~on in our 
caucus and later the Sons te agreed U'!)on it. 

or course •... 

I think it l·:orked out all right ; whereas , if we ' d 
voted on ~lallace that day , t hey ' d probably hllve 
bea ten him. 

I see . I see . How about t he Demorratic organiza­
tion -- are they helping? Hannagan and his group. 

~ney are very-- I don ' t know. I don't know. I 
wouldn ' t say t hat they had taken any action yet. 

They haven ' t ? 

No. They - - they may be , and yet .. . . 
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You feel .. .. 

.... they probably would contact ~e or contPct 
some of our fellows . 

But they haven 't? 

I haven 't heerd tha t they have. 

Right . 

Yes . 

·.-/ell , I just want -- I 1 m very much interes ted in 
·hi s confirmation end I was - - thought I ' d call u~ 
a friend and ask him how it's goi ng. 

Tn~ t's what the situation is, Henry . 

I ' ~ much .... 

Say hello? 

Yea . 

'tie have a case here t hat invol vee thi e New York 
auction flrm . 

Yeah . 

I told our man to call yo•J one day . 

Yes . 

There is an auction auctioneer ther e t~ t I think 
got a lot of-- he ' s a very good auctioneer, too , 
I ' m tol d. 

Yes . 

And I can very easily believe i t. But he ' s a great 
organizer in addition to t hat. He ' s got a profes­
sional letter -writer associated with him who has 
evidently presen t ed Goldberg with a lot of letters , 
some of which a r e not authentic . At any rate , there 
is one letter that they gave to Herbert Swope from 
a Mr. '.'iool ey .... 

Yeah. 
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ot the AmPrican Radiator Comnany which looks 
like a phoney. 

Yes . 

Then there's another lett er that they ' ve got from 
e girl who wee secretary t o some importen~ fellow, 
but they brought the gi rl some nylon stockings 
and tha t item or exnense wae 1n their expense 
account . 

11/ho we s t hat? 

4 

';lell , now, t hat wa" a lott!!r that t!'ley hed addr essed 
to Senator Henderson , the head o~ the R. F. C. , r~d I 
think it came from a l·lr . Hamilton of some industry . 

Yeah. 

I ndustrial organization . But he had a man named 
Van Ginhoven -- Van Ginhoven. 

Yeah. 

1fan Ginhoven -- he ' e an engineer. 

Yeah. 

And he said that out in Cleveland they pulled out 
a whole eheaf of letters and showed them to him 
very hur~y to i ndicate that they were big shots. 
But he eaid he-- he gave us under oath .• .. 

!il'Jr : Yes . 

!~ : the fact thet he saw a letter thero from you 
and Frankfurter and from a whole lot of nublic 
officials -- J esse Jones and all them. See? But 
I t old-- they -- they ' r e not going t o be available 
end we ' re not goi ng to do anything about them , and 
I told our a t torney to oall you and call !~r . Frank­
fur t er -- Jus tice Frankfurter , to t ell you t ha t 
t her e was this s tatement in the r ecord and it was 
in Executive Session end we ' re going to le~ ve i t 
t here unless you f ellows want to t ake any action . 
Frankfurter j ust said t he t, "I gave nobody letters 
and there's no l~ tt~r t her e from me . It ' s no t - ­
it's a phoney . " And so we treat them mostly all 
in t he sa:1P category exce.,t that Bayard Swope told 
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us that be gave three lett ers, but the three letters 
that he gave them had developed into about three 
hundred nov. Not that he gave them three hundred 
but they take one of these letters and they go in to 
Jesse Jones, and Jesse sends them to Husbands, and 
Husbands sends them down to Joyoe and they keep 
passing them down to lower echelons, but in every 
instance they write,after they get home,another 
l etter, and they say that Herbert Bayard Swope will 
be very happy when we r eport to him the wonderful 
treatment you accorded us on our recent visit to 
Washing ton. So they've got Bayard's name bandied 
all over every Department. 

They have? 

And then they throw in it Bernard Baruch. See' 
And so all these letter s are official and they 
are in the file.s and just because Bayard gave them 
two or three letters in the beginning and talked to 
them a few times, because one of the boys is in hi e 
family, why, they're using him, I think, ten times 
more then he ever thought he would be used -- maybe 
a hundred times more. 

Yea. 

So they're a little bit dangerous in that they're 
too ambitious. They have a man named Durham down 
here and another man named Archie McNeil. McNeil 
used to be a State Senator in Connecticut and 
Durham used to be with the National Committee down 
here. And Goldberg is the principal and a fellow 
named Brandt who is an in-law of Bayard Swope's. 
I think Brandt's eon married Swope's daughter. 

Yeah. 

But it's just a case where they got a good letter­
writer in there and a very clever man at intrigue 
and be's been making use of everybody. 

Well, 
much. 
Chief 

I got the message and I appreciate it very 
What I did, I informed Elmer Irey who is 

of our Intell igence. I think you know him. 

Oh, yes. He used to be, years ago, at t he Post 
Office . 
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That's right. And I told hlm to make an investi­
gation or -- wer e ther e a ny letters there or myself. 
You see' 

Yeah. Yeah. 

Or Frankfurter . And he got this Van Ginhoven over 
here. 

Oh, yea. 

And had two or thr ee hours wi th him and they got 
down t o -- he said Goldberg said they had suoh 
letters but didn't show them. And then Irey was 
in touch with your people and t hey said not to 
go arter Goldberg until you were through with hlm. 

That's right. 

But as soon a s he's through wi th him , I' ve asked t or 
an official investigation to make hlm produoe the 
let ters or sign a statement he has no letters. 

Fine. 

Because I know he hasn ' t; it he has, they're forg ery. 

Yeah. 

But I don 't want it on the record. 

Well, I think t hat would help all along the line 
l t tba t tallow were made to adml t that he had no 
ott1c1al or ·au thent i o letters. 

Well , E1mer Irey -- you know, he's a great detective. 

Oh, boy, yea. 

And he's on it and-- bu t your people sald to l ay 
ott Goldberg until you were through with hlm . 

Fine. 

But then as soon as you're through with hlm, we 're 
going to go after hlm. 

Yeah. 
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And make bim put up or shut Ul). 

Yeah. t think he's a good man , butt think he' s 
got a bigb-pressure man worki ng w1 th bim. 

Well, I •... 

And they thought they were doing all right, but 
they were get ting people i nto trouble and .... 

Well, I don't want my name • •.• 

No. 

Because a couple of years from now somebody will 
say , •Well ••.. • 

That' s right. That's right. 

• •.. . they had a letter from Morgenthau.• 

Yeah. And then if it' s in the r ecord that we do 
nothing about i t, they'll say that we covered it 
up. You see? 

Well, I •... 

It you bring it to an end, why, then we're all 
protected. 

I've officially a sked Irey t o investigate whether 
there ' s either one there of me or Frankfurter. 

Fine. I think that wil l work out all right. 

Don't you think that's right' 

I t hink that's perteot, yes. 

And I' l l l et you know what the r esult is. 

... 
I 

Fine. And it we can retrain -- it t he matter 
doesn't come out in public, it's all right, 
because it's phoney and we don't need to worry 
about it. · If you make your intended investigation, 
it will be straightened out anyway. 

There's no letter here. ' I even checked 11J.1 rather's 
tile to make sure that he hadn't written any. 
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Yes. 

He hasn't written any le tters ei ther. 

Fi ne. 

So 1f he has one, 1t's a counterfeit. 

Sure. It isn't wrong to write a letter because 
we s end hundreds or them out every week , but we 
try to make a check with the pollee department 
and others , but oft en t l mes you can't do lt. 

0 

Wel l , I've yet to vrlte my first letter introducing 
somebody on a war contract. 

Well, I think that's a very good system. 

Yeah. 

Fine. 

Well , thank you. 

All right, Henry. 

Goo d bye. 

8 
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February 3, 1945 
lO: ll-5 a . m. 

Hello , ::r . Cant1eld . !!orgenthau Epeaki ng. 

Yeah. 

!~r . Canfi eld, there ' s an author , or wri t er , 
whichever way you call them, by the name ot 
David Loth , L-o-t-h. 

L-o-p-h? 

L- o 

On, t - h , :1eah. 

Lot h . 

Y~ah . 

'ie' s written "Alexander "iam11 ton" for ont.' thing. 

y "ah. 

I don 't know how many other books he ' s written. 
He ' s written a number o f books . \~e -- let ' t1 s ee 
"Lorenzo , the l·!agnific'l..ent" , "The Brownings" , 
"Philip , II " -- 8 number of books. 

Yeah. 

'1le C8!l get his ser vices . Now, what I ' d like to 
know f r om you , as a publiPher, 'ilhat do you t'link 
of him. You see? I don ' t know •::hether you could 
~e some incuiriee or have eomebody - - or tAke 
a l ook at some or hie books . 

Ye s, I know t he name very wel l , indeed. 

Yes. 

Can ~1e check t ho t for two or three days? 

Wel l , I ' d like to know by MonJay, because he ' s 
sort of in bet ween t hing s. He ' s been doing 
something , I t hink , for t he I nter-American Commit­
tee . 

Yeah. 

Regraded Unclassified



0 
HMJr: 

C: 

HI4Jr : 

C: 

H!~Jr : 

C: 

!!!-:Jr: 

C: 

H)!Jr: 

C: 

0 Hl•!Jr : 

C: 

HMJr : 

C: 

;TJ~Jr : 

C: 

Hl-!Jr : 

C: 

HHJr : 

C: 

0 

- 2 -

Do you th1r.k you could le t me know ::onday 
morning? 

I ' l l call you, yeah , it I could do 1t l ate 1n 
the roorning . 

Pa rdon? What d1d you eay? 

Could I do it late in the morning, Mr .. ... 

·1/ell , you do it when you ' re ready ~londay . 

All r i ght any time !~on day. 

aut eo~ebody I would like your own personal 
ou1n1on. 

That ' s right . 

You see? 

Yeah. 

But here ' s a man that ' s done a lot of wr1t1ng 
and I should think that you could tell very 
quickly whether he would be the ki nd of man 
you ' d like to see. 

Tha t 's right. 

And you ' ll be -- I mean , I ' m not a &ood judre 
of that sort of thing. 

Rave -- have you ceon talking to him? 

No, he has - - Herbert Gaston ;,orked alollbside 
of him on the New York •Jorld. 

Uh huh. 

You see? 

Yeah . . 

And he ' s a oereonal friend of Her bert Gaston ' s 
down here , the Assistant Secr etary ot the Treasur y. 

Yeah. 
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And he came 1n wanting to do some pamphlets tor 
some organization he worked tor on 9retton Woods. 

Yeah. 

And that 's the way we happened to -- he just oame 
1n by aoc1dent, eo to speak . 

Yeah. 

But I have not talked to h1m because I wanted to 
wal t until I had talked to you. 

Yeah. I gather that he' e rather interested 1n --
1n economic th1nge -- not deeply but that he hae 
some knowledge ot 1t. 

Well, the k1nd ot books that he does would l ead 
one to think eo. 

Yeah. 

I don't know. Maybe you'd want to 1nterv1ew him 
yourself. 

Yeah. 

I don't know but he's done th1s bo ok on Alexander 
Hamilton that I'm going to take home over the 
week- end to read myself. 

Yeah. -
So , I mean, that 's as good a-- I mean , that's 
just a v1ew of all the books -- everything. 

Yeah. Does Gaston lead you to think that he'll 
be i nteres t ed and sympathetic wi th -- with the 
1dea that you want expressed' 

I ga t~er eo. 

Yeah. Yeah. Well , ot oourse, you r eally want 
our judgment on the man ae a writer? On th1s 
other matter, that's something t hat you woul d 
d1acuee with h1m. 

That's right. r want a prof essi onal opinion ot 
h1m as a writer . 
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Yeah. 

In o t her wor ds, •.o~ould you take him on if it was 
your responsibility from a p rofessional standooint 
I mean? 

The t ' a rlgbt. . 
And J ' ll decide ~s to where his heart is. 

All risht. I think that is, as we ' vP said all along, 
not as imnort ant because I thi nk the man ought to 
have some convic tion about the Job he ' s doing to 
make lt a good one. 

Thn t ' s right. 

Yeah. W~ll , f i ne. 

~en I ' ll hear fro~ you. In the meantime, they ' ve 
,..ot t;·elve cha-oters don!' now. 

Oh, fine . Very good. 

Yeah. 

Okay . 11/ell , I ' 11 call you J.!onday then . 

Thenk you . 

Fine . Good bye . 

Regraded Unclassified



. - _... 

0 

0 

FEDERAL RESERVE 

Present: Mr. D. W. Bell 
wr. VChite 
.&Lr. Luxford 
llr. Bern1tein 
wr •• Klotz 

February 3, 1945 
11:45 a.m. 

R.M.JR: You have some other things? 

.IIR. \'illiTE: This other ia under consideration 
anyh011. You keep balances in the Chase National Bank. 
ihat are they n011? 

.IIR. UJXFORD : One billion, one hundred million. 

MR. WHITE: One billion, one hundred million, and 
large balances in the Guaranty and otherwise. Now, there 
are two things that might be considered. One is that the 
war is approaching an end, and you may want to reconsider 
your working balance which has been extremely high, although 
it might have been not too high because of the untoward 
circumstances. You might want to reduce the balances some­
~at, and as you reduce the balances somewhat, you alao re­
examine the distribution of your deposits and make adjust­
ments which are appropriate, and I think among those ap­
propriate adjustments you might find some of the big banks 
have more than their reasonable share of their deposita are--

H.M. JR: ••• what are loan deposits . 

MR. WUTE: Yes. 

KR. BERNSTEIN: Of course, it ia fairly automatic 
what they hold, aa it atanda. 

MR. WHITE: As it stands, but--

YR. UJXFORD: Change of formula, that's right. 

(Secretary leaves conference temporarily.) 
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H.M. JR: Go ahead. 

MR • . 'O.iiTE : 'That i s the second. Of cour se, it should 
be done for perfectly legi timate reasons, and the ideal 
ob ject ive is so that they will have no grounds for com­
plaining that they are being pressed, and a t the same time 
they should recognize that they doubtless would be- - that 
you are beginning to carry out what you promi sed or implied 
you might . 

If they are looking for a fight , they will get it . 

H.M.JR : Of course , have you got some more? 

MR. WHI TE: One more , a third one, and these are just 
different areas . A third possibility is there are a number 
of potential suits of the Chase Guaranty Mortgage on the 
grounds of violation of trading with the enemies, and so 
on. 

Now, for example, there is a case the lawyers just 
sent to me in which they feel that t he Attorney General Ls 
office ought to ·go forward with a trial of the Chase National 
Bank. 

l.IR. LUXFORD: We indicted the Chase lla tional Bank 
and .lnton Smit a year or so ago, and the Attorney General 
is lying down on the job. He won' t prosecute the case, 
although Smit has pleaded guilty. 

H.M.JR: Someone sent me a memo on it. 

MR. WHITE : I gue33 I sent it to you. Mr. Bell objects . 
He doesn't think the big bank i s guilty of any such thinf. 
He is opposed to doing it, and I suggested, and the Lega 
Division feels it should be done. Joe O'Connell thought 
it ou~ht to be raised in staff. 

R.W. JR : I didn't want to send it throu¢h without 
Mr. Bell seeing it . I signed it and sent it 1n to him. 

MR. !IHITE : Aeyhow, he has it. He called me in about 
it. I think they ought to give them a chance to state 
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their . reaaona why, because I don' t know enough about it-­
what they are picking up in France. I don't know whether 
there ie enough. I gather some of the cases are rather 
thin. 

MR. LUXFORD : I would put it this way, Mr . Secretary. 
You have some of the material that is coming out of France 
on MOrgan and Chase in particular. That is ~at they are 
up to. Now, we talked about this with Kilgore, about 
doing a little investigating and holding some hearings on 
that . We thought it might be a good idea if Kilgore were 
to call on the Treasury and say, "Look here, I have heard 
they have been doing business with the Germans. Let ua 
see your files.• !t that point we would have to say that 
we are not through with investigating and they would have 
to wait until we get our files complete. In the meantime 
he can begin amiping at them, and they will be nervous . 

H.M.JR: White said that the end of the war being 
near, the inference, I take it, being we don ' t need the 
bank so much. But it is going to be just the opposite 
with the war over. Our people think we are going to have 
to depend upon the banks more than ever. 

llR. BEmSI'EIN: I think llr. '1\hite was thinking of 
working balances. 

KR. \~lHTE: I don't think that the banka are in the 
position, and I don't think the banks are in a position at 
any time to make any trouble for ua . They can start and 
may make you a little. I think you' ve got the upper 
hand on financiJ!g . 

MR. LUXFORD: They put themaelves in a terrific poaltlon 
immediately when they know they are refusing war financing They juat couldn' t do it, · ' 

lm. VtiiTE: I 111 not mi tigatlng the fact that they 
are not going to love you for anything you do 011 thla. 
You will be dealing a blow, and they will retaliate. 

H • .ll.JR: They didn't keep faith with me in thia 
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meeting. 

~ VffiiTE: I wasn't sure whether what they said was, 
I thought, overstressing a bit what they said. They didn't 
say in their report they would come out. 

H.M.JR: On the Rill is what they aaid. 

MR. \VBITE: They haven't got to the Rill yet, so they 
could say that on the Bill. That ie nothing that is 
immediately called for.. You might mull over those ideas 
in your mind. 

H.M.JR: Let me be completely f rank with you people . 
Bell correct!;y--he is my liaison between the Federal 
Reserve and Treasury-- talked to the Federal ReserTe 
about our financing , see? He has one plan and Gamble and 
George Haas have another. The whole plan that Bell hae 
been talking about to the Federal Reserve here in New York 
appeared on the Wall Street J~na! ticker. Well, I had 
Shaeffer call them up and 9ay it was wrong and we would 
appreciate it if they didn t run it in their paper, and 
they didn't. But what I am leading up to is that the 
great trouble is this . There is nobody in this town when 
I take on a fight like this outside of the Treasury who 
would see me t hrough. I went all through this on the ~ 
Giannini business . I was reading Time magazine. At that 
time--Just to digress a little--Jo~ Hanes made a bargain, 
accord1ng to Giannini, with him, which · he said Hanes had the 
right to do, speaking for me . Hanes said he never did, but 
in this little article in Time Hanes is one of the three people 
to help reorganize Hearat,-aDa they said they had to get 
some new bankers to help them. One is a fellow in Boston. 
I never heard of him, The other is A. P. Giannini. 

But when I got into this fight which Crowley and Eccles 
wanted 11e to take on against Giannini's bank, which I tried 
to do, Eoole1 ran out on me. Jones ran out on me , and Crowley 
ran out on ~· If I am going to take a thing like this on and 
switch f r om New York, I've got to think awfully, awfully hard. 
The Fed won't support me . I am transferri ng my allegiance, and 
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once I do it , I c an' t whipsaw this thing. 

).!]l, NHITE: Vie didn' t think it would be accomplished. 
You lose the effect by accomplishing it. What we want to 
do is talk about it. 

lo!R. LUXFORD: We just want to talk about i t . 

tiR. \'Illi TE: That' s as far as Y/e went . Whether you 
want to go as far as that, we didn' t have in mind to do 
it. 

MR. LUXFORD: They will get nervous, because that 
really hits them. 

MR. :IHITE: They will interpret that as being a 
res~onse , I think, in the light of what you said. Vfuat 
the1r re sponse would be I don't know. 

H.M. JR: I would rather transfer those--the foreign 
balances are in deposits with the Fed, and I vrould rather 
transfer them to Boston or Chicago. 

MR. .lUTE: That mir,ht be interpreted- - t hey might 
begin to have a case then saying you are beeinnine to put 
the scrells on because they had an independent vie\'1 of 
Bretton '.Voods . 

H. I~. JR : And so what? 

MR. LUXFORD: You don 't have to do that. You can make 
them very nervous . That may be the next step . 

H.Y. JR: This thing is les s important than the other 
fight we had with them. Now, we are proposing to talk 
about lowering the whole rate structure, you see? 

MR. WHITE : I don' t think this is terribly important. 

H.M. JR: The Federal Reserve Board was with us a week 
ago . Vlhether they are with us today, I don't know. 

C) MR. WHITE: You want to lower the rate structure . 
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Who doesn't? 

H.Y.JR : Allan Sproul- -

!.!R. BERNSTEIN: ••• made a speach t o the bankers last 
week about the enormous earnings , and incidentally t ook a 
crack at Bretton Woods. 

H. ld . JR : No, but this thing, it so happens that with 
all the leads on it that the market is adjusting itsel f 
so--

MR. WHITE: Expecting lowerings? 

H.M.JR: We've eot to do it. 

MR. 1/HITE : What is the lineup here? 

H. J~ . JR : I think Bell is advocating i t. 

l.ffi. WHITE : And Ted Gamble and Haas don' t agree . 

H.M. JR: No . That is something quite different. 
1.'1bat Bell wants to do is to do our f inancing in three 
jumps, first individuals--have three separate drives , 
and the first one would be individuals, and then the 
cor~ora tions, and then the banks . It seems to me he is 
right, but that i s what Gamble and Haas don't want, you 
see , t o stress t he individual drive . 

Well, now, the compromise which Gamble is coming 
through with is a very good one, a.nd that is to have a 
three month drive on individuals alone, for the payroll-­
! mean, st~ the thing in April so as not to wait so 
long, and go"ahead and go after the individual s and put 
it up very high. But I don' t know that there is any 
fighting on rate structure . Bell has been for lowering 
interest rates, and the Fed and the Board hm. been with 
me up to , I think , a lfeek ago. I n the meantime the 
amount of currency outside has gone down, and there have 
been so many leaks that the two percent bond has gone 
completely out of line, and so has the two-and-a-half 
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percent bond. It is just cryirig to be done . 

JAR. BEmlSTEIN: llaybe that is the best way of doing 
it, Mr. Secretary--have a leak or two. 

H.M.JR: That is what Bell says , but I would rather 
control the leaks . 

MR. BERNSTEIN: I think we should be the source o! 
the leaks. 

H.M.JR: But it's a very interesting thing. 

1m. WHITE·: Speaking of the New York Federal Meserve 
Bank, this would be of interest, I think. ~e might use 
it. Creighton told me that the Chairman of the Board 
of the Federal heserve Bank of New York, Beardsley Ruml, 

.was quite unhappy, but he said he was for Bretton Woods. 
In their discussions of Bretton Woods they had those 
committee discussions while he was not there, and he 
is qui te angry about it. Now, that would kind of check 
with the attitude he took with me, although he didn' t tell 
me that precisely. 

·~ 

H.~.JR: He told me that in Boston in great confidence. 
Beardsley hwll. felt they put one over on him. 

UR. V.1iiTE: That is llhat he told me. 

J.(R . UJXFORD: Suppose you were to call .kuml and 
Sproul down here the aaae as you did the bankers . 

H.M. JR: This Brown fellow--a year ago last July when 
we fixed it so the Treasury would finance the war and ita 
contacts with the people rather than the twel ve Federal 
Reserve banks, he has never recovered f rom that . I gave 
it to him so hard he had to go to the hospital. 

~. VIBITE: Isn' t it possible to get rid of Sproul ? 
When does he come up again? 

H.V.JR: Yea, at any tiae, but if we start to do these 
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thing•, rou 1ee , and he will ear, or somebody will ear, 
-well, if he can't get along with the Treasury, he better 
get out.• . 

lo!R. 'MiiTE: That is what he should do, since he is 
with the moat important bank dealing with the Treasury . 

:o 

If he doesn't aee ere to ere with them, he should get out . 

H.M.JR: And Williams, too. 

MR. WHITE: That'• right . That would be the most 
effective, because that would get around. 

H.M.JR: I think if these thing• begin to happen , and 
then--

)(R. LUX.FORD: That' s the wa.;y to get the result • • 

H.M.JR: ••• Ruml will come out and sar, "~hat's the 
matter down here? i'hat are rou doing this for?" Then 
I' 11 ear,· "You are a smart guy. What do rou think?" I ' 11 
let Ruml a-sk to see me if we begin to move. 

MR. luXFORD: If rou start negotiationa, ther will be 
worried aick without doing an.;ything. 

lo!R. WHITE: I don't know. ~ell~ I don't thi.nk that 
thia whole matter i a terriblr i~ortant , becauae I don' t 
think the New York Federal Board s position, now that thia 
report i a out, i a going to be the decisive factor in Bret­
ton Woods. It i s something to think over in case you want 
to . 

R. il. Jk: Let me just do it right now, part of it. 
See? 

MR. WHITE: Do what right now'l 

H. il.JR: Talk to Bell. Let me juat talk to him right 
now. 

MR. WHITE: You have read that report verr oarefullr 

' 
Regraded Unclassified



0 

• 

~1 

- 9 -

now. Did we get t he other oopieaf 

lm. BEmiSTEIN: We have another copf. 

MR. Vil!ITE: Do you tlaink it ia going to be a damaging 
report? 

MR. BERNSTEIN: It baa certainly been toned down to 
sound sweet and reasonable. 

MR. WHITE: That ia the mistake we made . The more 
we talked with those fellows on the report, the onl7 result 
we got was that they didn't aake themselves as YUlnerable 
as th~y would have if we hadn' t talked to them. They covered 
up. They didn't change their policy, but they had made it 
appear sweet and reasonable which makes it more difficult. 

lLR. BEmiSTEIN: They have one objection . I think we 
ought to hit them head-on on that objection. 

MR. WHITE: Well- -

(Yr. D. W, Bell entera the conference . ) 

H.M.JR: Dan, it ia~a time in Normandy. Will you 
hue aome'i' 

lLR. BELL: No, thanks. 

H.ll,JR: We are just doing a little thinking out loud, 
see? I know saae of the trouble you are having with the 
Fed in New York, and some that these boya are having, 
and you reme~er I aaid if they couldn' t, we might· have to 
begin to look, maybe , to putting the screws on them a littl e 
bit . One of t he sufgestiona they raised was to go back to 
something in 1930-- he Federal Reserve Board should deoide 
on the for eign balances, you see? 

KR. IlJXFORD: Supervision of the Federal' s maintenance 
over foreign balances , and also ao for eign Central Banks 
maintaining their balances in New York together with all 
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negotiations incident to it . That is under the supervision 
now of th• Board of Governors, and the question is whether 
or not it wouldn' t be worth while for us to discuss with the 
Fed or with the Board of Governors under the circumstances 
whether we shouldn't solidify our working relationships with 
the Board of Governors rather than with the New York Fed on 
those balances and our dealings, because that' s under the 
statute where they stand in the position, and it would be 
a pressure on the Fed. They wouldn' t be the Number one 
man reporting back to the Board of Governors. They would 
be getting their instructions from the Board of Governors. 
ill •se have to do is just start talking about it. We don' t 
have to act. 

H.Y.JR: What do you think about it? 

JAR. BELL: is I see it, all you want to do is start 
discussing with the Board the matter of supervising these 
balances, and the liaison would be between you and the Board 
rather than between you and the Fed in New York. 

J.IR. LUXFOHD: That ' s right . 

~ BELL: The Fed in New York now keeps the Board ad­
vised in all of those matters and keeps--sends them copies 
of all documsnte and memos . 

YR. LUXFORD: That ' s right. 

H.M.JR: I want you to think about it over the week 
end. 

KR. BELL: They are handling this in New York as 
fiscal agent. 

H.M.JR: That ' s why I asked you. 

1lR. BERNSTEIN: Sou of it is aa fiscal agent. S011e of 
it is ·ROt . 

MR. BELL: If they are not f~scal agency !Unctions, I 
see no objection to it. If they are f iical agency functions, 
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then I question whether the Secretary should set the 
precedent of going through the Board. 

~3 

UH. WHITE: You might have the Board act as a fiscal 
agent, not the bank. 

MR. BELL: There is no authority in the law to designate 
the Board as fiscal agent. 

~ LOXFORD: Thie would be a question of not arriving 
at that result but discussing it with them. 

UR. ~ITE: You can't discuss it if--

H.M.JR: Look. Let's just let this thing be planted in 
Mr. Bell's mind and let him think about it over the week 
end, see? 

!AR. BELL: Yea. 

0 H.M.JR: I told them as soon aa they brought it up, I 
know how you feel about fiscal agency between the Treasury 
and these twelve banks, but just think about it. Also, you 
might think about it, if you come to the conclusion we 
can 't do that, the possibility of moving some of these 
foreign funds to Boston or Chicago, see? 

• 

MR. BELL: I have thought a little about that. I don't 
think you will have any difficulty of moving them, but it ia 
a matter of ordering. On the other hand everything ia done 
in New York, I take it, where it concerns the institutions 
in New York City mostly, so you will have that difficulty, and 
it would be an inconvenience to the public . 

H.¥.JR: Well, think about it, Dan. 

KR. BELL: Yea . The possibility of withdrawing your 
fiscal ageno7 functions along this line and letting the 
Board give instructions to the Federal lieaerve Bank, and 
doing your end of it here in Washington as a matter of 
cooperation between you and the Board--leave out the fiscal agency • 
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WR. LUXFORD : Withdraw it . 

H,K,JR: Aren't you right now having your trouble on 
interest rate structure with the Federal Reserve of New 
York? 

4 

~ BELL: No. Maybe they are the principal culprits, 
but 1 would say it is with the Ope.n Market Committee. 

H.N.JR: That again ia New York. 

~ •• BELL: New York only constitutes one-seventh of that. 
Eccles ia Chairman of the Open Market Committee. lie would 
like to aee a lowering of interest rates, but on certificate 
curve Eccles ia with Sproul. 

H.M.JR: Give this a thought over the week end, will 
you? 

MR. BELLI Yea , 

H,M.JR: We will talk about it again. You people 
think about it, see? Will you? That is just one phase 
of it. 

This Baron that you are having COllie and aee • --

YR. ~~ITE: Baron Boel. He wants to pay hie respects 
and ask whether ~· c~'t negotiate a monetary agreement 
with the United States as they have done with England. 

H.M.JR: I'll tell you what you do . You stay her~, 
and after about three minutes--

YR. iHITE1 It won't take you more than three minutes. 

H.M.JRa Don' t you think it's easier to say, •come over 
and talk it over with me?• 

MR. WHITE: I think it' a euler--you know how to do 
it , 
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TREASURY DEPARTMENT 

INTER OI"FICE COMMUNICATION 

DATK February 3, 1945 

1'0 5e ex e taz•y Mot geu thau 

I'WOM Mr YA'i\e .... 

Subject: Edi torial in Washington Post •Pri ming France" , 

l , The Pos t edi torial makes the following points: 

(a) J,lr , Grew exaggerated the amount of U, S, assistance 
to the French ci vi lian economy, 

(b) The French requested l million t ons of supplies 
per month for industrial requirements on a cash basis , and 
this program has been trimmed to 90 thousand t ons. 

(c) The Germans treated the French much better than we. 

(d) VIe could assist the war effort by t;i ving France the 
industri al materi al s for her to pr oduce f or military needs , and 
at the same time prevent unrest in France , 

(e) The Pr esident is personall y responsibl e and " the 
attitude of the President does not yet seem quite free from 
i ts old pre judice. " · 

''"'""' ,;;.,..;;_ . 

( a) Unde the military supply program for the French 
civil i an economy (Plan A) the French are scheduled to receive 
about 225 , 000 tons~ supplies from March l, 1944 to March l , 
1945 · 

(b) The principal 
plies to France has been 

ficulty in getti~ civilian sup­
shipping shortage . 

(c) OUtside of Plan A the ench subnitted a program 
for the fir at six months of 1945 c 1ng for some 1,200, 000 
tons ot supplies from the Uni ted States . It was arranged 
several weeks ago that the French would get 6 ships carrying 
about 53, 000 tons of supplies in January a'!ld 10 ships each 
during February and r.larch carryi ng about 80 , 000 t ons per 
month . Thus the French will receive supplies at a rate about 
l/3 of what they requested . 
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(d) Tile French have 
but have made only token pa: 
to make cash payment s until 

- 2 

reed to pay caSh for these goods 
ents. They have recently refused 

e lend-lease agreement is signed 

~ . The desire to 11pr1me 11 t French economy is a l audable 
one but it is obvious that to a co erable extent this desire 
ooni'liots with military necessity . 
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tl,.,. lrnUt ..... 

._, 1t la ..,.,... tllat , .... awtt, • 
&. --~tr lttlw Ia 1 w• _. Oat y sa e. .... , la Utlftlr at wrlr te twrtaU till ~1-
;:::~ tt ,.._~u. n&, ... Jll'tl•'·~ • 
ill 

n :sn ~1.lite a a••· t • .. lellu a 11'• .. ,at tal8 • ..U • a tllJIJlM ,_ tile 

B;: !j•er tt:2'' •a•" ... • ........ , *' 
:!:·:~:---:=:'i'r--· ~ ........ , ..,, ,.-. I &M tl .e IU.e te '-' efC .. J !til-
l I ' .. Iii ~ .. lllf,&e W11 M la, • "':ttat 
tM ._ .. wlU _. llaft a filr" sr as• at lt. ft 
II I ···-I 5 $ [' .. , ..., Ia tllat. 
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New York Times article of 2/2/45 b1 John Crider 
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l4t lUillbtnldon fO'Jt 
fEB ' 1945 

•a. woulaa'( Itt. bLI r.rteM aud.Jt or all eorpon~h.ua lu • ·bleb 

H Gop dowll.. .. ukl oae. the <,;overnment own·'! more than ouse 1, Wbi'c.ill. a lloUM dtlopiAI IAI, lht &0 per cent of tho otock. 

!
Bretton Wood.a: lnttrntUooal coo-- HouH 8 an kI n 1 Chalrman 

• fenDer. t.~ecl Wallact'a II'OIIIblt Spence uld ht had.,'t h1d a look 
&xport..lmport Bank role the ebtet at lhet Wolcott propoaal•, but he Asks T1ghler ovei'QhtiA lht Georao bill. clUn' .,,, •Jnellned to .:oink \he llenoto 

• ~ . ~report~ that the a.ltDCJ will tbort.l)' had aon• abo\lt tar •••ouch In plao-

wall C u1t a blWon ond a l>alt dollat IA-I.Da rtltl'lellono on l\IJ', Wallaet." ace W' ereue lD Ita PI'QtDl 1oo..aa1Woa-. ••u we &N aotn& into aU of 
dollar borrowtn• aul.bottt7. t.be.ae Government COf'I>Ontlott~.o l 

• • ....., Now ...., I'&A It's • b la subJect and I think It 
Fean DoDllnahoo Tbt ~rt-Jmpon llanll. al ouaht 10 bt banditO •• Hparato 

Of Ex rt·lm rt lhouah orpnlud bylho Soc:rol&rl.; ~•cblatlon," P ld Speneo. 
po · P0 of Commtrc. and Stato, Ia now 1111• 

Bank Through dtr lho oupervlalon nf tho J'orolcn· 
Economic Ad:mlnlltTatton. but Wol: 

Place on Board eott Pld Walloeo, ao Soc:rttol'l' of 

!
Commerc:e, would alton ttt board . 

Br Robert C Albri&ht of truattos "and 11 lllo PrHldonl'o 
House RepubUCIDI yeate.rday man 1 t.h1nk. be tould domlntte: t~" 

"Th1t a.aency ca.n tunctton u a 
movecl to box in the fene. the bank lll.)"w'htre in the world. mU. .. 
S.n•te built arwnd K.en17 A. IAI rooonotruellon. rel>abWtaUnn 
Wallo<e with Geor1e btu ameod- ond 11abllllatloa loanl, • laid Wol­
menll d .. ~ed to bold blm at bla eott. "Ht.. ~J4c 1110 It to """ 
doslt n Secrtl417 of Co..- out his eeonOiiilOMd ooc'lol phil 

out of reach of lDteroaUocal o; o.ophJ:· 
domesUc: 1~ money. Wokott Ni(t tw; ln't'11d~ 10 of· 

Charging Wtllace could "d ml· reran t mendmtnt not oulyl't t trict· 
,. 0 lna tbe authority or the Secrct• ry 

nate the pollcltt of the £xpoft.. 15 1 member or the aatney but 
Import Bank as i member of Its alto bannlnt tnl\ltcr by the 
board of trutteu, and could ' 'UII President or the bank 11 a unit to 
lt. to carry out his "\Jiobal eoclal the Commerce Depanmcnt. 
rerorms." Repreaentatl"vl' Jt&M P. While the Georae bill Ulla out 
WoleoU <B.. Mleh.llt.arted. drat~ all of the loan tunctlona now u.nc1er 

• Commerce and prohibita: tbe 
lnl a new Waf ot reatrl.et.Jon.a. Prelldent from tran.altrrina them 

Enlltr, BOUlt R o pub Ilea n back apiA f.rom lht rttotobUihad 
!Aadtr .JOHpb W. Mattln, Jr. Ill, Federal loan lltnt1, It dots DOl 
MaN.~, laid be wanted to take bact block lhe PrHident from lhlfUDI 

lh ~~d • --•- IAI Commereo loan fu.nellono not 
e r~ ent 1 w-..~e power to u.adtr Jt DOW. • 

ahlft Govunment aaendtl arou.act. s enator Harry F. Byrd •o .. v1. ) 

ltat he UJe It to build \I.P WaUacl"a tatimated t hat 10me 34 aueh Got• 
authority •• Secret..., of Com· emme.nt. a1enelts have an I I Jrt:· 
mute. 

1&ate borrowln• power of I U,.876,· 
you" Anita Geor,. Bill '772,,00. about equal the tu·c au· 

The Scnate-pa&Md Qeorce btu: tborlty taken from Watlaee. 
dlvorclnc RFC and ot.btr. redo~ He bad an amendment alread)' 
Joan &leDCJ tu.netloaa trom \b drawn in the Senalt whleh would 
Commeree Dtl)IIUDent Walla block their tranarer to Wallact 
was aom.i.Dat.d to ~ad., wW 10 · liter he II eonftrmed. u Sec-retary, 
foro lht Bouot Banklq ConomJt>. but bold It baolt. Tbt Stnalo 
Itt oa Tuood&7, ond CbaJnDua palled ltllltad Brrd'o tlaht audit 
Bf'Uit SPIDOI m,. X.,.), ~ clamp on RPC and aU otber wboJ17 
swift ld.loa. owoed Government eorponUon1. 

Wallaoe'o -motion _..ftllo WolecKI. wttll almoot solid Rt· 
WU btlnl hold oa b lr7 lht S.... ,J>UbU<an IUppon ant IOIDt Otnt .. 
ate u.nW afa.ft:b 1. by wbkb Ume craUc. lAdJeated hit amendn:u:nl 
Saate leaden AJu.ncS tbe Qeorc• wiU include one atmlleo· to Byrd' a 
.stp~Uon-of·powen Wll would beorlglnal ban on trander of loan 
law, and Wallace coulcl aatet.v t.ee owera to Wallace, snd an even 
oon8rmed In hll .. ftDe.d·ln" role. tghter audit aulhorlutlon. In ad· 

l"rt.ada of the former V~ Pred- IUon to Byrd't Gen"'ral Account· 
doni ~lod Wallaeo ~·1 ~ng omee rbtek on wl oily owned 
ftl'1 11n1c:h 1r1aat wu IN:ppe~tJAc' to'Government corprrattona. t be 
Ilia On .. rw powers. • ttW 4e-lolJehigan Republican Aid he will 
'DitdW--~o tM IIriJ>ptd.)>ropose a CompttOI'tr Ooooral'o 
down ot!Jre. 
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IIJe· Nnr fnt a-,. 
WIJI 
- • W!ion ~1iiirc:omplet<4 

S t Ad ... G Bilz - ... u..~blu. ~~onator 
duo.tlorl ol the """""*UO.. of 

ena e op~ eorge ,·~kley movid .. 4<1&y tv.rtl>er 

Walla V Off Till M h r . \Vallaco unW March 1. ~ ce ote arc tiP hl1 moUon wtth & nlldlnr of the Pftl!c.Sent'• m~e and a vtr· 
,orowo appgl to the s-trtou- or 

t fhll COUt&l'\)ea. , 

By IOHlUL ()11!01:• I Wodd PUiq ()olle4 -· \ 
~tJ~~Htll•'hll"-.,..,.._ ' *'All we all know,'' he d601ared, 

WASHINGTON. Feb. l~Tbe !onalt, by a vot.. ot " to ul"the Prelldtnt Ia., the •••1• ol a 
i>UMCI lbt Gtorc• BIU today to oepatalo lM lencllnr t.ltnclea E;very Important "!'nference that 
tht Commerce Department and Lben afttr reoeivin• word tU m•Y hold the fato of our natJon • ·• and the world in tt.e banda. and t 
Prealdent Roo~evelt would algn that mt:aaure, &lrMCI. to poat am aure that no Senator 11 det1r· 
action until Wareb l ou tbe eon·l ta1n fW'IcUo~ ol.pte J'eder.l LOan :r~~~~rea:'~~l ~!,. w~~~o:: 
tlrmat.loD ot Henry A. Wallacei Agency 1.o thO ,Dos-rt.mont ol c-• who WU1 be enp&e<l In lht.t con• 
for Secretary of Commerce. mwce by ertieudve order. I pro- ferenea or be ~ mlal.nterpret.d by 

But the m01t atptleaat wt. vided tha-t tht1 abould be reli.IJ'Md other nation~ ot the wor&d aa to the 
wblcb ca.me ...,.,, lD. the 1Jiree41~ to that qent )' abc montba after tM attitude of our own ~ In -MCllft. --u~ concJU.IJon of tbt war or aooner. lt ,recard to the. Prnident'a t\lll au;· 
•• - ... .... .. .. -- by the Proldolll of ecngr.. abould <lllorlty 11114 _l!!5ll!!lr by ... "' _,. 
OWnMA JOIIab w. B&Uq of tM'deeidil upon an earlier elate. Ther~ lnt w\th \biiiot.her naUonalA tb1a 
,a.na~ COmmti"Cf; CommlttM to 10 fore. eboul4 UM CoQ'rtN return lm~t c:oaf_tftOCt." 
lnlo txtt-UU'fe bultntee ..,.ton_ tJli tbot:M funetiona to the l'tderal Loan lA ad.dU.ion to CCIC'H,...,. word 
pultamontory roqulromont tor COD• .Agoccy al U.S. UlbO by tho Oeorp that the PrUidollt ....Wd .•~ 
atdt.raUon ot the wanac. _ _.. ...... _ neotutlon.. 1 would appro¥• the the Oeorc• b\U.. )(r. Balilley ..Sd ~ meuure.•• that he bad "e-vU'Y r...-on to be,. 
Uon ltMlt. 111e motion wu loet. Tba PrMttknt•a arreement th Ueve that tho JlouM. of Rtpt"'Ht:nta• 
4J to 41. to actede to the 4eprtvtng of :w:r. dvea wlU act upon the <!OO"'• 'btll 

Had tbe anU-Wallae. fOI"CU won W&llac. of the Je.ndlnr arencle prompUy and f•vott.bl)f. 
thl• motton. whleh they ht-4 u- ahould he ,. connrmed aa 86c.re-

1 
Senator Batkley Lndteated that l . · tary ot Commerce wu regarded lhe mes~t.ce from the Prt:aldent 

ptelt to do, It ~ a torecone~ a mod.U'leaUon 'ot hJa orlci-nal 11-e.ehed h{m jutt before bo a.n· 
concluelon that the Wallae. noml· tenUon on pUtting. the forme-r nounce-d ll. He 41d not have lt. 
nation would have been rej eCted. VJce Pruldent In command of both when the prooeedlngt OPflned And 
Thlt narrow "victory'• for the Ad• the a.gencJea and the Commereo the Bailey motion ca_mo u,p. D L Senator Taft drew hl...et, boot 
mtnlllratlon, made popib1e only epartmen and ehet.n trom the pUery when, 
by a dtftcllon within Republl .., Sent,tor Barldey, In aupportlng 1n · to the delay he Mid· , e the George BUJ aald It wu hit a.greemg • • 
rank• piUJ trtmencloua pnuure optnlon th.&t when the Prteldent ''The Sent.te .,ll have tun Ume 
a pplied to lht OemocraUe mem- tr&Nfe.J'f"td tbe toe.n arenclea to to conlidn the remarkable npudta-
bera Individual~¥ a.nd at a puty tbe Commerce Department. w1tb ::..:: c!r rw'..3:!?:~tt~~ 
tonftrtnee latUn~ two houn jut Jeaae Jontl ln eharlt of both, ~tt Uone to hold M lmporta.Dt offte. 
"tON the ope:nlng of the a.nai.e. wu '11M t.ak1n.J monQ out ot one tn the covemmtnt." pocktt and puttlnr la anotber Tb ~- ••• - ·--' by paved the way fM pauac-e of the pocket of the ume pair ot t:rou- e U'o:!Yrce vu .. u ..---Otot'(t Blll .. the Stnate.J.Dduded. &a &mendmt:Dt _.. by s.nator Hairy ~ • .BYr4 ot VIr· 
P- or tht ~ 11111 wu &enawr Uotor HID. mo.jori ctnlr to nqulre.., &Dnual alldlt 

t\lrthtr eaMd by the wont t:nia1 the whip. Mtmed to wm up the ..entt- by the c-eneral accoun.tirlJ" otnea 
Prutdent and aupport of the mu. mtnt of the Wallace .upporten of the ftecOn,ltNdlon IJ'lN.Dce 
ure by knator • ,._ W Bar'"' when he ald tha.t he would wte Co?'IV\rauon and. lbe otbtr \o&.n ---a . ....,. t9r the Ceorc• btU ·~uae tnl ·~ 
majority leader, wbo re-turned pollUct niCUitty IOMttlme• be- ~~-=;,~ undu the ~ere• 
trom Naval Hotpltal, where be had coma a virtue. and I want to Me The a.mendment.. the f'dUlt of g .. 
underront ey. treatment. to ti&d Mr. WaUau conflrmect u Seen- te.neive ttudy of Government cor­
the t..tUe oo the Senate noor. Tbl tary o,f COmmerce." I poraUon. by Senator Byrd'• Com­
Senator wu we•dn.ra black patch SP~~~Iwc!• ~~1!t .... A_· 8eT•tt,t q'!l!t' mlttee on Reduction ot NoJ\·ICNtn· • ""' -·· _ w ~ w.-. na • "'- tlal Fedtral &xpendlture~. would ~ver hla lett eye. Adminlltr.tlon 1upporl of th~provtde for the tint audit In t he 

THI ~RIIIOI.NT'& M.I.&&AG'I: Oeorre btu Mowed that HWaUac year CUJTent with puaa.ce ot the 
Prutdent Rooae el•' •~ a..nd the Ad.:mlnlttraUon .,. afraid bUI 

v "'• me...,-e ""' to wbmlt- ht.t name to the Senate - • 
ft.tna t.or Ba.rklty, H-nt from out of at Joan admlnllt.nltor.'" The p.... Wallaae Wl~ot.s. ~t 
the ell)' lhrou,b. Samuel L RoMin· _,.. of the Geot'(e btU pro-vtcl, be~ K:r. Wallace. aax.ed for comment! 
man. the Prealdellt'a cou.n.teL -.Jd : aa.fd, that .. lhe Senate hun't faltb on the ~le action,.._~ : 

"'n ltu wboft I ~ernd ....., In Henry Wallact." 
1 

..., 
I 

Regraded Unclassified



( 

0 

lt,.e. N.e•lm a.,. 
FEB -~ 

"It Ktmt tnapproprlate for me to "na.e dtoelllve vote on the Bailey ·Barkley ..,..,. Queetloa make &1\Y eomment untJJ Ka.rc:h 1." moUon dJvtde<l t.he Senate Utl.t The proepeet ot Sen.a.te conalct .. way: the fOrtJ·three oppoetnr Senator Barkley eald that be er&Uon ot the Wall&ce matttr votee taduded . thirty-two !)unO:. lhouCht t.be Ume had come when 
l>....,Pt a -crowd to u.o p1- erato. ..,. ~-·• an4 teo Re- U.e COnpou llhould eonalder luy wtth 1oa1 Una ot would·IM publ.lcaM. wtt.Ue the forty-one t.• wbelh~r U. wanted to TeV&mP the apeit.at.Mra extend.l:nr down hall- vorable votel lnc1uded. ttn.een powe.l"' and purpoeea of the RJI"C wa,ya wt.etde the p.Ue.l")' doon. Tbe Democntl and twenty-lbl: Repu·b- 10 that it couJd de-al primartty gallery wa1 tilled throughout the Ileana. 1t had been upected that with aocl&l inJtead of flnanelal 
proceod.ln«t·, wtth many ttandtnr at Jeut thirty RepubliCAn~ would qne.aUont. 1 behind t.he .... ta qaf.nlt t.ho walla. 1upport thll motion. 'M'le vote At to one man holding both pot : Word came tro mthe Dt.mocraUc wu 42 to 42 unUl senator Tatt U()M u head of the lending agen eaucua that Mr. Bukley aDd other ch.an&ed h1a own vote. d ee and of the Commerce Depe.rt· Wall.Ke wpportera bad bMo Ull• The majority IQdu, apparut.Uy ment. the MaJorit-y lAilder aalcl able to •way s.na.t.or B&Ut1 fr«D con.fu.ed toUowtnc' the Taft epl· tb.at he had aJwa,. t.houlht.. enn hil lntenUon ot mo"flo&' for oon· .ode mo,·ed lO co badt to tec'.ala· wben. M.r. w~oe waa bMd of the stderatton of the u eeuuva caltn· ttve • bua:lneu. but rem.ln4e4 th•t old Board of lt6momtc Warfa.re at dar. It eeemec1. u the Senat. con• Ule senat.e had never got.tm to ex· the time of hl1 tint pubUo contro­ventd, lhat the anti-Wa11RCI C"''UP ~uUve bualneu. he then moved tor vere:y with Jueo Jones, that the aUU h.ad the votee they hld beon con.elder&Uon ot the George bill, job of VIce Prnldent wu big tbouUng to brii)J" up tho nomina- on whiCh mollon the vote wal f&• enough. tor llftY m&n, and he be· ruoo before the Georae DIU, and vorable by ss to 2.. The nrgaUve lleved the aame about the. Commer· reject lt. votara ...,.. " 'f'on 'tQm .. ac..w- elal Cabinet poat. • 

-

-- u-..a•-• ---• -- · • "'It II a tuU-Ume Job, he a.ld.. • r .-.e:a:r. to ·.-.-..- art. Te:nneeMe Drmtoc:rat, a.o4 "'11\at WM 'D\Y opinion two ,_,.. 11ot11 tacllona did all thO)' COOJid John ~ Idaho ltepublltaD. oro and Its. "'1 oplniOD now.• to tul the atata on both t14u of Benator Walter J". Geor&"e, Otof"> 1'1lua. be uJd, u had Sen& tot the Chamber. Even Senator June. eta Democr&t. chairman of the George. th.at hll attitude on the a. Scna(ham, Nevada. Dt.mocrat. Finance Committee and t poneor of ~rge biD wu not rel&ted to the who hu been 111 tn Nava1 HoiJ)It&l the leJfllaUon before the Stnatt, n~'::/f:." of Mr. f,a11ace. tor ... many weeki, wat wheeled to detcrlbed hit meuu.re u he had .._ 'BNfl .. l • a_pparenUy in the Senate doora and aulated to dohe a.t public ht.aringa before the tht btllt of hu.lth &nd l'plrit., told b1a ttat 10 that h e eoutd vote tor the BaUey moUon.. B e Htumtd to Comme.ree Committee, alatinJ" that an lnqu.1rtq Republlcan member the boqttal after votlq. ~ btu wu not motivated by t.be that the doetore bad to14 him he 
The proce«tlnp btJ't.n about a.llact .nonUn&Uon. had to wear the patcb ovtr hill eyt; 12:.30 when Senator BaJley made OommJUrM'e Wort&: Stn.M to protect It from the wind, .. and 

hit moUon. Senator Barkley t.btn He old that the Byrd commit.- .o l thoupt rcl better wear tt tn aerve4 notice. by way of parll&• tee, of Which ho I• a member, had the Senate." mentary inquiry, that the Oeorge been workJng on le,.talaUoo a.lon• Senator Tt.tt old that whlle he bUI would be the n~.xt ordtr of theae and other tinea to improve wu ' 'alW't.ya l.n favor of acatterlng bullntN tollpwbaa aeUon on. the control ovu the loan eorporaUona power whenever I can'' he dtcl nol. Balley motloft. - t for eomeUme before Kr. Wallact'• thtnk the Oeoqt bill woul<l aecom· It became immediately a.ppa.rtn nomJ.natlon. plllb any purpote beclu.te. while u -tJM roll wu caD.ed oo the "Bailey Senator Joeeph. c . O'l4ahoney ot the .. obvioul"" Huon for the bill nioUon that there weer unexpected, W)'OIIllnr. ukt4 Senator Gtorc• WN to ""Um.Jt Henry. Wa.J.la«," It' deteetJon• W'lthln l.he Repu'bUean U there lhoul4 not be eome pro- wu .... 'fain effort" bec:a.uee wuSu r~kl-. The n&me of Senator ~on for oomblnint all of the hl1 wa.r powen the PrwhSent could Georre D. Aiken. Vermont Repubo Government. corpon.tiou In th.e trt.nlfe.r to him almoet anyth.J.n.r he ucan, the nrat called, brought • Independent Federal Loan Agency IMaed. 
aurprtalnr "nay:• The aecond Re- ao that tho CongreN could more ; " Wll' Powen Ad .__t 1J publican ca.Ued and present, kna· earttuUy control thetr opua.Uon.a. --.-- P tor Wantn B. AUitfn., alH of "(er- Senator oeoc-re replied that the • f~The only polltble ta10n tor mont.. I& VI anothtr "Day." only re&IOft he had not l.nducMd. pu&ace of Jbil bUI:.'' aaid St.aa.t.or Senator Taft had TOted tor the the otben wu that to have TUt. "1a tk.t the leftat. b&m't motion.. but foUowtnc the YOt.e brou.Jbt lA corpor1tlona not now ttJtb In Henry WaUtot; It ~·t care.f\allJ, 1.nd eee!fl.( that lhe .,... undtr the Oom.m..,e Dep&rttnt:nt btUeve in hla phl.lolopby, tt doeu't 
lUll W&l to be a. Ue. whtch would would haVI railed a j urlldJctlonal tMllt him." have meant th&t VIce Preatdtnt question. The COmmerce Commit· Senator Taft ... ld be had eeen no Harry ~. Truman would have re· tee had hla btu under con1lden.· evidence that the Sen•te wu dl•· 10lved It In tavor of the oppone.nta Uon and could not properly con· poeecl to take away any power• of the motion, Mr: T•ft c.ha.nced llder matten not related to the from the Pruldent and added that h.la vot. to .. na)"'" at the t~d ot deparlmeol. ht &dded. '"what we an atttm.pUn .. Ia wboUy 
the roll-c.all and uktd &tnator "1 4oo•l bt.Ueve any C.blnet of· vain UtllleN we repeal the \Vu Barkley to yield ao he could move lboWd be dotbed wltb thi!M Pow-era Act. .. ltor .-nalcferotloft. ut powmo wh\eb oo 'llt&IJ7 at· ll<n&t« Hill Mid U>ere wu no PatlJ.a.rnHt&ly Mo,.. bvoh'ed. eel the Whole economy and can 10 question Involved ot Mr. Wallace • 

eatl,y attoct our whole IOdal and belnJ" incompetent. but rathe:r the 1t appeared to eome wateben Uca.l Utt " Senator Georae ..... fact " that he 11 too competenl and In tht pller"J' that Senat~r Bark· rted. ' ettoeUve'" tor thOM whoee vieWI 
ley did yield, but wben Senator Mr. Barkley, apeaklng tor the differed h'om thOM lb. Wlllace Taft tben moved for- reeont1dtra· biD, called upon Con.greu to dec:tdt held. 
tJon-by means of which he could n lhe ntu tuture wb.a.t Jdnd of 8el\a.tor Tatt Htorted that be have volect •aaba a.n.<l perhiPI puaUooa It wanted the RJf"C ud thought the bitt ·~the m.UN have ch.anpd oihe:r ..ote--atnator ita a:tftllau.d lmding agendu to la.clc: Of eontldt.nce tn the abtllty Bu-kleJ' D&ld no attnsUOD to hlm.jUDdert.IJte tlll the poe:t·.wu 1000• and pfttloeophJ ot Henry wana.c..,• Sonator 1'att appealed to U.o chal•'omy. He oald U>at collAteral or Senator Aiken. who P•..,._ Ul a.nd the Vice Pr-etidtl\t ruled that .reuonab .. uwrance of repayment amendment tor ... llmpte a~t ot he wcu1d recognize Mr. Tilt onl,yy,.., requJred from borrowen undor the RB'C at. the end of each year If 1tlr. Barkley yielded. But Mr.lj;~e. preatnl IRw. bv thP. Controller Ooner•J," y ielded Bflrkley did not ~itld: ,., 
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lty.e Nt•fnt a.,.. 
FEB I 1945 

.0 s.a.w 81f'd. w11o otc•...t hJa 
amenctmtnt to prpricSe f<w a riCOf'­
CIUI audit by UM Cotltroll« Gt:n· 
e.ral Md\ year, &nd to atn tbe 
Controller Ocntl"&l IJ)Idtlc au· 
thorlty to 1'0 Into all the f'eCOr"d8 
Of the RrC and the otbtr corpora.• 
tJon• not now audited by the OAO, 
Of which there ar• thlrty-elx, and 
to provide tor annuaJ report& to 
the Con.rre11 on the l"eeUlte o( 
these audlt.l. Twenty other Fed• 
eral corporation• already are 1Ub-o 
j eet to OAO auditing. · 

The am r,ndment would •Peclf­
lc&Uy direct lhe Controller Oetleral 
to lnclude ••a report of llny lmpa.lr· 1 

ment of capital noted In the audit 
and reconimend.&Uon~ tor the re• 
turn of 1uch Government capital 
cr. the payment of wch dl'lldm41 
u , In hla ludpltnt. 01101114 be ae­
complltl'led," and to ea1J attenUon 
to uy llAanclal und•~ 
"mo4t wlthoal authority o1 law." 

'ftle Byrd amtftdment wae a4cl4d 
to the Oeor,o biU by wbal •I" 
puree! to 1M a UJ\Illlrnou.a voice 
vote. An amtndmut a.t.o wu ac­
ce·pted from khator Rleha.rd R. 
Ru .. eu, Oeorcia Otmocrat. to u­
aure the OAO of retmbunement 
for the tott of making the audita. ~ 

Senator Byrdi'a amtndm.e.nt wu 
jointly t ponaored by knator Hugh 
Butter or Nebruka, who became 
lntere•lect t" the F'tderal corpor•· 
UOQ problem and worked wtt.h Sen.· 
a,tor By~ on lt. 

4 
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\ 

TN Cbaplala, !leY. l'l'tderkk BrowD 
HAn11, D. D.. oerm<~ U>t ron­
pranr: 

tl4nW Oo<t. ot..,. ot an ..,w1ua1 
rra.ce. aut.hor of eftdutina J:U~. we come 
&oda:r wltll a~~ttann ~.lot Ulae 
il a &ont101De place acalnsl our IQ. 
't1»ou. knoweR U.t QOD ow spldU .. 
\be -.d:nNI 011 ra.reweu u we &.blDk or a 
lo...S, f&IIIWAr, -..,. 101111 wbo will 
wllll wt\b ua DO more. we mourn \be 
~ rrom 011.11' tide &act allbt or oae 
wbo ~to calber tuco his owa noble 
beartnr the 10111 tn.dlt.loN ot t.hls &hrtne 

1 of people .. taU.h and bope. We thl.nk ln 
~der NOOUocUon ot one who Ut;uaUJ 
''" h1l ute to pubUc tiU\Iice, who fi'OD.t 
tt.r\7 70\lth in \he a.soeodlnl rolea' ol 
dut.r bUlli t.he atre:D.Ith of h1l manhood 
tnto t.he v&~t.eoncenu of Ulll bodJ'. Now 
be bN U~wered U\e one de&r call. On 
lhll Vt'l"J att.e.rnoon, when all that 1a 
mortal il betna' lowered iO rett tn b1l 
oaUtt IOU. 1n our bet.rt. we would boDor 
h1l c.berWled memory, ..,.bo more thaD. 
ttlt bla COUl'ltrJ med, and mercy moN 
t.hao lltt." 

Wt - thtt the daiiF ,.UU.O 
of UM ......, bert: wu tbe ~DC~&\ ..ac:red 
nUrkiUi: altar ot bil OWD dno&loo. We 
tblAk ot blm taterlal tllJa Clltml>e< "' 
lbt daiiF ..UIO I>RJV, -l><n 10< 
101110ft7retn-'DOCIIllklt.,..,.ot __ ot....,.,IDdmeaot_,_ 
and ot oooumUOa. lld.eaJDC wtl.b. reorer .. 
tD\. bear1. t.a4 bowed bMd u t.be cltTtDe 
IOYor<\11117 WU - aM diviDe boll> !ml)lol'od tor the c1d1btn.tlolu ot 
UlJ.I Ch&mbtt wMre hll blabel.t Joy wu 
ota\ettd aDd whole fa.lt.htul arvant 1141 ..... 

Now lhat. we ahall IN b1a face DO 
more, In rrat.etul remembrance we N• 
call hl.t cmlUI tor trtencllhJp md t.b.e 
QualitJN or mlnd and bean which ut&oed 
hJJ human underat.andlnl ~lind armpa .. 
lhJN 10 far abon mere partlsan int.etestl 
and JoJaiUe&. n ttUll our hearll to 
tnow t.bat.-

.. He OIADOl be where God -'t Dol. 
On .,., .. Cll' abtn; 

Wball'lf betld ... ~ loYe­
Our Qod.. twevamora.• 

J1> tilt - ol tbo* 0Do Wbo -· CQU't(ldeat.b U!l4 tllbt , .... l 11 ud 

U>t llt .. -

Senate . 
.Ari'Rri).Uf(7a Clr A UMATOA 

JAJaB 0 . 8CROOHAM. a Stnt.tor 
from tbt fk&~ of N..,ada, appeared. lD. 
b1taeal\0Clu. 

1'lla .JOU"R.WAL 

()Q ........ ot ..... IIJU. and .., UD&D!­
mous ec:m.ttrt.\. UM ~of the Jou.mal 
of \be puc u ttnp of N ond&J. Jt.D.\11117 
2t, INS, wu - with, 1M 111e 
JoW'lW ..., approwd. • 

TIUI LATS 0()1... 8DWIK A.. IIALUT 

Kr. AU8TTM. u r. PreQdent.on bthalt 
or lhe RepublJcan OOlU'tr"'eDCC t.nd t.ae 
oommlt.CM a.PPDln\td. bJ ll, 1 de.s:lre lo 
Prttent. a reiOluUon rtlallna c.o the pus .. 
1ll8 of Colonel Hallt)'. ft. ll u fol.Jowt: 

WM:reM OOI.IdWlD Al e:U n det HlllMJ, \be 
Beori~WJ or t.bt etn•tt , dltod on C.ht 20lh ar 
Ja.uuiiJ ID\5. tbt RepubiiCI.n oonterenee o t 
t M een.w. ll\ MillOn on tha~ dAJ, t.b_,.., 
•dde.ntd, 1.M t..ll'tct.tcl bJ a MnH or '""" 
lo.: 'Tbttttort 

.aatol1ltel. To UJ!o,.... btnbJ, t nd AIOOII'd. UM 
•""- t.G4 boD« tn wbk:h itt mem.Mn COl.• 
14lcU¥el1 pe:rptt~\ot hla tulftOI'J: 

Sd•IA AIOMcltt BalMy wu borQ " PW11 
~ ~ RJ'N', k •I.IM 00\ID\J, V• ,, lkp­
tdtt:lft ' 1.1. • • au. 11D~1 .... b b4: Ud wrwd. ha 
CIC:WW'1:rf ... tAi ~Wei ... * tlftU.\t; wtUa 
-~........, ..... ~Uoa-
1\6 .._ .... ,...,._ or ,...., aSll.t.\loo., 
.c._..~ tT ,.,... 

'n:l.» .-.tot bad LDthactell ....._. ~ 
_,.. M s-p, lillllll&Dt. ID Ule trt- ()&1lerf • 
..._..... 10 Ule ...... '7 ltft'e'IM'1 OD t.bt 
aoor,IIPJOf1'J *""'*" oa Ul• aoor, aDd ._. 
n\u7 or Lht kDA~ ~:&.DC~t Mardi t . Jtll. 

& ..,. • authOr ot D~ arttdel ftl• 
11-tiq: to lobe b1eWir7 IOOd """"' wa ~ t.a» 
Sdatt Okb ..,. pubUe.ct 1ft ..........,_ 
aM ..... pin. v.dtr b.te dU.CUOO tb.tft 
wut pubU.-btod ftluebla Olk!lal ctoei.UD*DU. 
amoac oUI.,; 

t . Dt1't~rnent or aotttO lt.atet I'ONliP1 
J'IOUCJ, ~ auct IIHNCtl ot Prt.akllll 
J). ROOIM'Ytl\ (1, I)Oo., No. 1111, nth c:::~oq .. 
JJU), 

II, l)oai.UO l ... bl.lltJ, MatiOna.t twe:n.t. 

;::tJ:~ .. "':"~tt' .. ~ ~~ 
... C& Doo. KO. IIf, 'rt\b Coac-. 1H4), 

f. ..,._ .._...... oou ... (1. ooo. l'o. ""· 
'tab OODI. ltM). 

._ ~,ot auw. ~on • 
ataaw .. ca. DOe. IIO. 111. * o.c .. 1.tiKo 
alld laW edlUOM), 
........ ~~(1 ... ... _,_ ....... ,. 

I. K &J:UMt of ltlt«Sq DtJtpt.tl to "•· 
t1ooa.1 Polltlftl 000.,.,.,._. W1\b lAior• 
maUOn OD tl l.a'-- BOid&A( ,...4t,nLaJ Pl1.• 
man. ( 1144). 

1. Pr'OPC*d •= teen~ 10...,. oooaut-u,. 
\leG of l.M UlUWd. ec.a\alA\IOINold ID COD· 
era- fl'OIIIl ~ t. lJ2If. to Jaa'*J a. 
1Ml ( 1141). 
I. e.a\e C«Uoa OrMM ,.._ ltlt to lMO 

(& Dec. KG. 141, .,... OMI-o , .. ,. 
I . Vf'to ....... U..IM_I (IM U. 
Be wu a110 W. a-uuaor ot ... , ~ ,.. 

.laUDe $0 \.be b .. CGr7 alld ~Of 1At: 
.am.a.. pubtlabtct I.D ~ 1.00 1ft .,....... ........ 

TIM QIIIDOIJ of OoiOIHil Jtt.1.M7 ._ tr...UI'Id 
btOAa.. b• d•t\ wttb btl ff:liOW run Wllh a 
paUeu- t nd cb.atm' ..,.,I.Cb WM \bt Mtl;lnl 
~ or tua cw.c.w . Hit ranula. 
~l;p wu IHiptul \0 Wlt..D.J wbt-n t btJ 
DeecliG a trlen4, and u wu a d•lllbt ' " &It 
tam• to &e-DI.I.Or. wl\b wbOnt be .. ,.... 

'The twpubUean CIOO.ftrm~ of ttla S.ottt 
ll'lQ)tfMN lt.t ptOioun4 t)'CD~tbJ to bte 
wi40W'. MrL oo .. , . and to tb4l.t aoa. u.. 'ld· 
wi,D A. Hal.MJ, J~. U ClU.,.M tbat lb&l 1.'1\ttnO­
rltl be M.rtt ~ tbtm. aDd rtoqu.n. \lMAI&nOut. 
CIOOMD\ t.ba\ 1\ be pub llabtd tD UM cow--" 
QQII'Ar.~• 

By 1'- ooauntt\M: 
JQ, AWtUf, ot Vtni!IOCit, 

CA••-•· 
alt. a......., llUIM. 
Kt. 11f'II.&T, ., ........,.. .. 

'!be VICI: PIWIII)IINT. 'nlo rtoOiu· ..... _tecl.., U>t-- ,,_ v ... 
mont on btball or lbelt(putllie&o oooftr· 
enee will M prUlted 1D UM a.ocu. 

..... BAJU<LBY. ..... ~~ -
- -- u..- .-JY<d tho -·or lhe doathotthe,...... 
t.uy of lobe ODJt.ed 8&&\.tl &ene.te I wu 
una~ to 1>1 -t 10 Job> Ill 111e brW 
trlbl>tot - ...... ptld to b.lm 011 Ill"' 
d&J. I detlre n ow 1n Olll7 a tew wordl C.O 
tXI)reiiiDJ tetl:lnp i4 tflu4 to t.bl pu)).. 
lie .mot and the pubUo Uft or 001. Zd­
wln A. Balte7 and m1 profounct 101row at. 
h1.a prtmature and \LDt.LmelJ death. 

n. ta aiYeD to lew mtn to terW 1ft the 
P<JhUc 111-t UIOIII II~ llaiM7 
tervfd. OCimiDI bere u a 11611 bo1 under 
\be appo!Dtmtftt., I belll're. or bta uncle • 
to.nner 8eDA\Or Job.o W. Crt.Dkl. of t;he 
Sta.te of Vl.r11nla. h e tt:ntcl ln one ea· 
padt7 a.D.d a.ootber a tcK&J of 41 tt•.ra. 1 
thl.ok. cooUzu.aoUilJ. In lfft7 pot:l ttoa or 
PllbUt trutt wblch bo-- h'oal lbo 
d&7 • bta he came la&o thll Chaml:Jn' u 
• bor m-muwn UDUI bt- 1111 ... 

Regraded Unclassified



OONORilSSIONAL RllOORD-SENATE 
~ .. ~ ......... ., ..... 
:::..':r.i.~.:== :::::::-:...-:..... ... ~ ..,_a-. ...... .............. _ ....... ... ~~- .............. '-- .......... _~...., ................................ ... -w. • ,.._ \llltollllllovl U. , .. n 
hM~.W_..IIINI .... -ad.._ _.. ............................ . ........... ~ ...... ........ ................. _ .... _ --·--- ....... ..... .............. -.. ...... tllillllln:rfllllll .............. .. 

·-·--..... fl/l'ftnlllllr.lal* ......... .. • -·a.-,_.,. :..-...... ., .... =:-==-= --- ... ...,..,"""""., ...... -·-._,. ..................... ...... .... .......,. ... -..... ... , _ .......... .... .,..... ............... .. .... IIlii_ ...... .._.._ 
.......... .,... ...... ..-t. .......................... :-'.: ~.:::.. r:-...: = .:-:: =. -::"'-..: ~-:. '::, ~ ---.... ....., ............ .... .......... ., .............. ... -...,.0.0. ____ ..__ 

---~-. . IIIWDOW ........... P~ -,.. VJCIJ ~- VDd« liM _., ........... ..~.....,14 ...... 
... CIIIIIt ......... \loe--....t-. 
.... ,._ tMr -J ............ ........................... 
-~---.. ~ . .....,.. ...... 
,...1'111!W~WIIIW...._ .....,. ,_... ,_ ... ~., u..' 

1,Jaholola.rw.. Wtl-1'*"• .,._.,. M 
........ Gf_.WI.~OII ...... ., ...................... .. _,., ... ~.~~~c~~--.............. .,_ .. ..... ......-. ....... ~ ............................ ... ---. .............. _ _..,. ........ -~ .. ....... ~ .......... ...... ,._ ..... _. .. ~ _ .. 

...... 'nCII ~ 'IIPOh ..... ,, ...._.... ..... M.r.--_._.. .. 
... _... ..... tw\ .. 1111 ....... ...,._,....,., .... ~ 
~-.n!>a'f~ 

-~ ... ,..,.,.... .. ............ ---.... n.-.Oir,o.-11-- • ........,. ............................ ...... ......... ,.._ """'*- .. ..._ 
tfibi:C... ... -~ .. 

------"-

_..,..._- ... ~- GQIIo. 
...:. -'a. .. ,,._..,.. 
--T4•au.Ma 

; • • AIXIIf, • • """"'-&. J .... ............................ 

..... ,._ • .,........,..-v_, 

.... ,.,. --.,.., ....... "ft. 

....................... 1 _ .... -....Mo ..... ------_______ ,__ _ ........... .--_ ... .... _...,. __ ....,... 
-·-------.... G. .. 

__ .,._., __ 
_, ..... -.-.. -­......... .,...-"""'"'" __ .. _., _, ...... -..,._,..,--· -·-

-.,... ___ ,_ ........ 
:::: -o.--:-:,::s: .. -e: _.,.....,_ .. __ ,...,.., . ........ -...._ .. .......,_. __ ...... _ ... _ ......... .................... __ _ -----. ___ .. .,.. ____ ___ 
---·-:.=-·-=-=~---== 
............ ___._ __ , __ _ 
~ .. _... ... ,..,_ :-::::::=.=.- ......... --·-__ ., ____ _ 
- ........ --'"'---------------=.:....-=·-~--·..:: '"'--..---·--r:.:==.~=-.:.= 
_______ ...,... 
.............. .... -..._._ ..... .. ----........ -...... --_.....,__.,__...., ------------......_. .. ____ ...., .--.------­______ ....,.. 
;::: 

_ _, ___ _ 
---.....-r..J• ...... _..., __ ......_._ . .. , .. __ , ....... ., .. __ 

• • 

• • 

• • 

1946 OONGRESSIONAL REOORD-8£NATE ==-_..-...... ,..,._. ..... --..:..a..:.-:.:=.:..-=--= :.--.::..:-.:-...:::..: --·-·--------.. ---:.::=:s-.. - .-::e:: -·-·· ..,.:;; _ .....,._ .... ..... '"',...,-· ____ .. _ 
.... ,.......,....,._.,.._ 
~------ ... __ .,_ .. __ ....._ ________ _ ______ ....., ___ _ 
:-====~-=='= ----· ..... ·--·--- . ---...:=.wr.t: ·-~=--= _ ...,..,......... __ _ 
=~., :::..=-...== :..--=.-:. -:.-::-:-:::-:; . _.... __ ..,... ___ _ -------­='===---··---- .... ·--~~ t: - • ·=::..-:-=-.: .. :·:: ------------------· -------____ ,..._.,...., 

"'C:"-------... _________ 
.....,... ______ .,. 
-~---·-- .......... ...... -- ·---·­.,.._-- ,_.., ... -........... -~ ---· .. ---·--~-
..,.. ___ ....,._.,. ... 
--··-'"'-~ ---~--~ ..... :- '* ·..::.:-..:::=---= -.....--- ........... -· --- ... ;.-., ._, . ------·--...-... _...,.,. .. _...._,_ - --.:=. •.::-=: :.::..~z=~-:!:! _., __ ...,. __ _ 
.... .....---­------.....--:=;---- ....... ~-:.-.---~'::==.:: 
__ ..,... __ ,..., __ ...... ,. .. _.,. __ =-·--: :-...:.:.:. ........ 
~-- ... ---­-----------· -·-------... ..... .:=_ --------"""= ~='~-=--::= :::::, =-----'='="-= 

---......... ........ .. -----·-----------............ -----.. _ _. ..... _ ...... _ ---·---­...,._ .. ,.._,-.. ·­....... __ ... .._ 
:::; :.='"' .. .:r--= :::..-: ~ .....,.. ___ ,-_,.. __ 
........ -. ------~ :.--= === J'..::: .. ,_ ---·----_, __ ., ___ _ -----...-:-:..:.-==.;:-........ -----..... ..,...__--:: ----------·-------'"' ...... -------.... --·--· -~ -....-............... --........... -....... -- ·-----::-:. :.:·::::.-:= = __ ..._ .. _, .. 
........ ·-:--·:.."":: ----=-----~-·-VII----···--··-·---- .. ·---·--....-:.---... ___ ... _._ ___ ....,.. __ _ ____ _,_...,.._ -----­____ .,._....., ----.......----.------::.-::-.= .. :...ur:. -:-..:.: -­.--........ ....-a-·---· -----·· -------==' .:.::..:-: .:...=-:. ...-.---...--.. 

.. __ _ •. ..._ _____ .,_ 
.._..,_, .....,. .. ..,_......,. -- ' ~-w.~..no. 

~---
~~ .. ':"" ... J.:: .. ._ .......... -.., ._ ................. ...._. .. 
·--~~ ...... • Mitt, I'IIC ~ ... It...., 
.....,.,O..Qq,llllna.,.~ =--... .-.-...... . ...... .............. ... _ ................... ..... ·- ,_ __ 
----·-­··- - · . ............ ~ .. _.........., ___ _ ._ ........ __ _ --------....... ·­..... .. _._..., _..,. _ ...-----. 

.. ==.::r .. -==:.·.=:: ==·----· ~-:7·-=-----------_____ ...., __ _ 
-....... ______ _ 
~·-..._... __ 
=----=-=-=:.~-:.:: ...... ·-· ---...-.~a~ 

___ ..,. __ _ 
--. .............. --...... ·------..-.---=~~--- ..... ... _,._,.. __ _ _.._..., ____ _ ,...._.._ ___ _ 
-'"' ..... ____ l = t;-:'~ ~~-= ......... -....... ._ ___ ·- ·--•Ciolllo ..,,._, 
-----.-oe~ -....~ ... ..-. ..... --- -..... aAlUI'Y,,....""' o...l•a.-
~ to ... ~ - fl!fiii'TM .... ~~~ ta. .,., ... .,_... ,., aa. ~ ..... ............................ ........ ......,-----.. ....... a-.,.,_, Jl, ...... M _.,... ................ ,..,.. ...... -..-.~----­.lulllw7 ll.uti.--r._..., ... ................... ...- ... - ... ..- ....... ::,..,.... ~ o:.-..-""t::' .:,";:.:: ...._ ___ _... ........ 
_,----.---. ::".:."".::=--------.-· .. --·------·---~.-

Regraded Unclassified



OONGU:SSIONAL REOORD-&ENAT£. 

----~--=--=~::;....--..-=-.:= ---o...--.....­......... -. 
...,:..·.;~"':.:..~--..... -.................... ...... ==-=-=-..::.:-= - -~ .. _........._ ..... ... -.-.. ............. ... _.. ........... ......... 
..... ., ... -:.~-·---__ ......... ____ _ 
::.-:...~~--- ......... ....... _____ _ 
.......... a-.-. .-.-_,_,_ ............... .. 
-.-~ ............... _,.,...._ __ 
lloo O.O.. el~--.-.-

_ ,...... ____ _ 
_..._._01..;_ 
.: ~ =-~-: - ·:..::: __ ,...._..., .......... 
....... - "-:·--­-·-·~ ·-·---........ ...... ~0..: .... .._.... .... .. ~ !"-...-:=:. ........... ._. ___ .,......., __ . 
--~ .. ----··· =. • .,.. ~- .. ..._ "-• 
. .... ......... _ .. --.a ___ 

~a~ ..... .. -. .... - .... ____ ...,M.,._ • ............ _ ......... __ ......... ...-. ._..._.... .. .. =:-:- 11:-: ...... --::. :-: - - - -:.:: .==. -·-·---....... -...... ~-------,._ --.,...,... .. ~ ......... .. ..,....._ .. _ 
==-=-=-~=--:~ 
~~ = :: ,.oe::"'.::,: :t-...... --·-·--.. .. ..._,. ---------· ........ --.ou...---­~ .. ---_..__ , __ 
·-----·-·­-----~--------------·------­............. -.r.·-~ ---..... _ .. ......_ __ .., 
~------..... ,,...,....._ ---. ............ ...... i,.-~J .................. ..._._ ......... -.....:_ 
..:.~ ·.::..· :--::- .. '::: --............... .. ___ ... __ 
-~--=-=-· J __ "'llllor,_~---
..... a.-1-...-- ....... 

r-... 1 

• • 

• • 

• • 

IN$ OONGR!lSSIONAL RECORD-SENATE - ............ __ -·-----· ---.,.-...... ·--.... __ ..._ __ _ 
~':"::"== ::-:.:s = ..._...._, . ...,... .. _ .. 

.... ----.... ....---··-

___ \1111.......,. __ ...... __ ,., ........... ____ ....,..... ___ .._. 

.......... --.............. ------·----------....-- llt ........... -...w.. _,, --........ --.-... -----.. ,.,._- ..---------................. _ .. __ .. ___ ....,..._ __ 
~.::..-::..·.":.: -----·~ -----·-=.-:-- ,. =--= .. _... _____ _ 
:-:-cr·--=-~:x -..................... --.... -·--.... --- ......... 
___ .,.. __ 
..... -----~­
___ ..........___.. ... ..._..._ ... ____ _ ----....... --.---------........ ----~ :::-..::.~..:.-== -==-:.: - ..... -:..:...-:-: 
_____ .....,. __ _ 
--·-~--· .......-.-........ ..., .. _ . ... --....... ___ ,...__ ........... -.. -............. ..,---. ::.:.:-:.::..,...:=.:....a:.:: .. _ ..... __ ,....,.... _ .... ---.......--o.._ 
===--~·-:; ------·-·--· _ ........ ____ _.... 

-----------------------______ ...... __ 
-......_.., ...... ___ 
--~----.. =: -:.::r:~"= 
=-.c:-:o .,~.~.:::c .• : ., _.,.,....... ---.. ---... --.... ~ ........ --,._, ... ---. .. -·-= ___ .,._,_,.. .. _ CJ ............. ..---___ ......... __ _ ---- ---:.:a-.. :r:=.:: .. -::= -· 

__ ., .. _., .. ,.... --a.·----,.-­_..,._.,._ .... ...., ...... 
-

~

 ... , __ .......__ ________ ....._.. 

-~-.....---~ --=!L-...:z=---::-·. : .-.--... ...__. ........ --------...... 
_____ .... _____ .. ____ _ 
-· _.__ ..... .._. .. __ _ .... ... - ........ _.,_ ..,_,--·----...... .... ~ ""' --..=.: =-:: ...__. ............ -...-. .............. _ ..... __ 
!1'·-~------ ...... ::::::;-;:r--- ... """"· """ .. _ u .. ·=.::....u:.p:=..:: --------,.·--------· ------- .. -....... __ ...,.. __ _ -·-------------------·----·--~---- ...... ---.-... ......... ....... 
::.=-t.-=.=::.:---= -·-=----·­..... _ _......_........,...... .. ----...... _......_ .... _ 
:,::=..--:,=..-:-... ·~ 
--~-- ... ---___ .,....._,_ 
----.....-...-...... _ ........ -.-..... 
~====:,.-~ ....... :.=-...... ---.::-::: .,.._, .. _____ _ .......,. __ ,..... __ 
-------· ......... _ _.. ....... _., 
"'-' ...... -. ........ ......... . --·-···--··­__ .. ..,..,. ... ,.,. ... , .. ::-==~=--=-= == ......... ~-a---
---~ 
·"'=·~==-= .. .... ~ __ _.......,.._ .. ............ -.__, -------........ ....... --·----­. ..-.... - ........ -------­................ __......,.._ 
!!!l!~·---·--:;;;;;.: .. ~-:..::=.= 
.-.I • .._,.- ..... ........ -
..... .. ______ ...,.... 
......... ,.__,.-... ....... :==., ...... ___ ...., 
- =-..=.:. ':""'.--:': - .. ............ ---= . ....... .._. ___ ., __ 
=== ··:-::=:: --::-.:. _ .. --. .... ...,.._ ... ==--= :..=::: .::-..: =-:-:=;.-:=::::; _......, . ..,_ .. ... 

Regraded Unclassified



CONGR&SSIONAL RECORO-S&NATG PEiatlAJlY 1 _ ,....... ... _ ....... _ ::..-----_,_-:.:-.,: -·--·-·---:7':".:.;-.::::: e-:.: -­n...-.-------..~~~-----·­
....................... _ ..... 
- t :::-.:..::-.:: _.._._,....... ....... 
----,~ ...... -... ______ .... 
-··-·---.. ·--___ .,..._.....,. ___ _ _ __, _____ _ . ._. ___ _ -----·-··-· ... - -..-.,. ......,.__ 
_________ .... 
... ----------· , __ .,.._,... __ _ -----.. ..., ........ ,__...,......_..,_ .. -- .. --........... -~ -·--·------------___ ......,. __ _ 
_ ..... -............. -............ __ .......... -
r-. ~r--.. ...... ~ ... 
='-=--=:---·~ .. == --·--.--·---·-------..... _ . .._... .. .....,.._ __ ....__ ... _....,_,., ,__........_....._ .. ,_ _, ., ... - .....,_ . _,.,.... 
~ .......... -........... --·--- ""'""""' ... --------· ----·--..... -· ::::~=- --=-~ =-~ =::::: -:.r:::~ _ .... ~---­
_____ _.._ 

=-.. J:":::=o-.-::: =.. ... -- -·--= :;:;;;:. = ::',.;;. ~.;;:..::; -. ,..,.,._,. .. __ ... ....,_ ... ____ .... __ __ ....,. ... .._,_, __ _ 
=.:'- ~~~-=-~ 
_., _____ _ 
.... ~.......,.---.. ,-- ...... - ... -_.WI_- ........ ---.,..... 
____ ....._ _ _....,. ------..-------~-----. 
...... _ .. ___ _ ------- .,_, __ ------ ....... . -----· ....... --"'"" .... --... --___ 
-,...._ ____ ...._ 

·=:-.-:.:::-.:. -..:::.: -----.... --·---·--·-·-------.,....__ ..... _____ _ ... ...._ __ ,..._,_ 
....... :::-;rr. no. -- .. -::.. """.:... ._ .. :.,: ==--...-. ,__--

lllltlto& ... __ ............ .... ..... -..... _ .. _.., =. ":":....,: .. ::. = =.a= --. ... --~----
__ ......,__ .. __ _ -----------~-...... -------.....-.. ......... 'I'O~t..tft-·,_ . --, ................... -............ ---...-·--·-:.---:.= ::..::::·-~ ---- ...... ..-w•-.....-... 

uu • • 

• • 

• • 

CONGRBSslONAL RECOR~&NATB ...... ................ _ 
~-=-'-C.:.: -=--== =-~---.--------------________ .. ___ _ 
-. ,.._a..: Ill. k. ­...... _ ........ _ 
==-,.,......,= -- 3. __..,-
_ltoool:: _ _ _ ---....---......... ...-.~ ......... .. _,.....,.........,_ ....... _, 

Of • .,.. ..... ~., ....... . 
Uonlo1 ~ t.li:Mkll ........ 1"lllll.... - --~ ... ....... "'-............ .. 
~i'Ul-4~~_.,...... .......... . ................. _.... ... .,.. ...,. ...... ~..-.--·- ..... ...... u.., ............ ,..._ 
~ ......... , ...... Or. ...... ._, ·-·- ....... ---­---------·-­__ .....,.....,_, ..... 
~-:::::".::'",::. -~ ------...--~-==~:.=-..:.: --....-.--·­_______ .,... __ .. __ ,_ __ ._.~ ______ _,__,_,_ ____ .,..,._ ___ .. ,.._. .......... 
==--=-:=:=..= 
___ ,... __ __ 
::.=;.: ':"::::.-:.:: : ; 
... ________ _ 
_...,.,_.,...,_ __ _ _____ ..._....,.. _.,.__....., ___ _ 
.... - ::-.. =-. -..:-:.=-...::. =,._,..... ____ .. ~,...,......., __ _ _, __ ,.... __ _ 
=----===::::-..:..--=­=~.:-===--·:= -.. -...----·-.. -_ __ """" ___ _ 
,..._ .................... _ -

Regraded Unclassified



CONGR~IONAL RJIOORD--IIENATE .............................. .............. -....... ................ ...... D,~ 
·~ '"' ........ hlf-- ..... o.w... ..... .......... ..... o..o.-. ~~---,__,_OirM. ... ..._ __ ...... 

,....::-...L ..... 
o--~--. _,_ __ , ... ,~,. ---.. - ·. --.. -.---------------· _______ ..... -·--.. ""',,.. _ _,,_ ::::::::::: .::.=: ~ :"{.! -----...---· _______ ....,. . ...., 

.,._,. _ _, ..... 
Y.--" ...... ---=r .. · .. -:.:r.:=::: :::. = :::. ""..:.-::r:-.:-:-..:: -.-?.--..... - .. Nrl---------= :..·..:.: cP..:...-..: 

:-..::::= ===---.:=:: 
,.._,., MIUI>ol. - -- --- .. -... _, -..~ ......... 
___ ..., __ 
"""-.-.---­---------·--··-...__.. ·-· .... ... -.----.. .--......... -... ~ ......... --.... -....... .,·- .... ~~ ... -· f'lllr,oool. -.-11M,._ .... 
_.,...... .... ___ _ ---·-----., __ .. .., ............. ..... _ ... .,-. ...... ---· .... - ·-.... ---:::'r'..:::.r::..--= -==~ __ .............. .....,.._ ----·-..-. -- -_.,.... .. _____ .... _____ .,_...._. 
:.:-..:n=• - .:..= :::. "="'-.... .:;: ':. ~ :-'U.: "!: __ .,. _ _., .... _ .. _ 
.. ---·----­......... ---,.::r:. :.. -::-.!.. ":,"" ..:=.. -.: 
_____ .... ....., ____ .......... _. ___ .._ .. ._ ......... . .......... ...... _ .. _ ....... . -··----------.......... ----·-... -... ... --. 

. .... o.---. u.u .... _ , _..,. ...,_.........,t ...... _ ...... ................ __ .... ...... _,_ .......... ., 
~-....._ .. ....... __ 
-* ........... ., ... ..... _ 

~= :::r~':::'rr:; 
~·-.. ---~~~~~-· ........ .... ......... .. -

.._ _____ ... __ 
.. ......... ..,..._, .. _ . ...,... ______ _ 
,_... ...... -..._- ,._. ,.. ...... _u.._. __ .-.---.. ......... -·------__ ..,...... _____ _ -- "'"..--- ... -------__ ,... _____ _ 
·--... --------· .... --.... a.-.. . =-M~:.::..~ -----------..... ., .. ----....----· -;-"' J :.::"'- ---., 

....,._ ..... -- .. 11M ........ ---....-. ..... .._. 
__ .. ___ ___ 
---~- .. _,... .. ------- ... ::::.::.-=:..-:::'C.':: ::: .::.::.=u""":.-.-: .:~:~ :::-.:.,-::::: =---= 
~ =.:-:. -.:.. "'='. ..... ...,.._ ......... --- ........ --... ~...,.__.........., .. ....,__ ·-----.. .... .,._. . ...., ....... _....._., 
fiiUoolnol ..... - - ... - ....... --------- .. 
_ ___ ...., __ _ 
-----..:::::. = ;:.--~ = ::..:;.-n.: = = =-= ... .. ..,.._ ... ..__ .... .._ .. _...,.__.._..., . --:'::: =-..:....-...::.:: ... -----· .... ____ ....,.._., ... ----,.......,. .......... == .. ..... cs._ ... _, ....... 
----~·· --...... - ........ 
·- ·-~· -·-·...--:.· __..... ....................... _ 
·--~.. --···--.............. 
.....__ ............. __ _ -.,.....------=--::. :.::.:..:-=-...r-_.,.__._..., __ -------::.:.=:= .. '!C"w"·-
-··---~:-:::: tno-·--...--. ... ..-------....... ·--------­-..... ..-.--... ~ --~·o-o-----lof--. .-..---=-:. "::..':;:,! ·=:.:.. "'t! 
____ .., __ _____ ._ __ _ 
----.....-...·-·· -·---1 11111-tlllo _ ........ _ -·-·- .... --.. ==·~ -:.-...:.:.: , _____ ... _ ___ ..... .. ..... _ 
.,_.. .... _ ... ...,..._.. 

• • .... 

• • 

• • 

OONGR£8810NAL RIOO~BNATE 

- -- ··-=- r ::r .. = j§;D 5:-= --

) 

Regraded Unclassified



COSCJtESSJONAL RECORD-SENATE ,_,...,I 
• 

• • 

• • 
Regraded Unclassified



~-I • INa CONGRESSIONAL RBOORD-IlENATB 711 

• • 

• 
Regraded Unclassified



CONOR&S810NAL 1\ECORD-SENATE 
__ ...,_ __ ...., __ 
"':":;.. ... - .... - .. -_,.., ___ .. _.. _ ___ ...., _____ _ 
-----·--·· _..~--... -.. __...., .. .......,.. __ _ __ ............. ., ..... _.. ..... 
:=-.,Nil :t:'J: :..-: .. :-..=: .. _,__., .. _., __ _ .,_....,.._. .... 
::~===-~ --------· ~--- , .. --· .. UIO 
_,..,., .. , __ ,....._ ...... _ --------.;-. ..... . ------.. ,..._,. := .::-:: .:c-:.-:::: ------_...-..... ·--------·---____ .., .. ,_., __ _ 
..,_.--~·· ........ · ----·--· ... -..-.. --.... --17.-..... -... __ .......... ___ ,__ 

............. -------­--------.....-..-=--=====--=== __ ........ .,......--. --WIIr--WI-~ .... Wol• 
_, '""' ___ _ --··-···_...... .... ·-·-·~-­~._...-........ -·----·-·­
___ ....,.. __ 
:..-=. ':7 -:.:: :;:..~ '~·= = ::.=:...-::::r.::.c: tU 'ftoo...,o..1 ____ _ 
__ ..._,. ____ __ .. ....._,.,_., ......... ______ .,_ ---·----­_______ .. ...,_.. ____ ... _____ ... ,.. 
_., ...... -

.............. Mt, w.ll_lllllll _ .... lllo__..,., .. __ ..., .. MI. 

~ :""C' :-.. ::.:::-::. = c::::::=..-::.._,..: 
~--=..:... "":"_...-= ::.:: ':: --=-...:...-.r.::..:: ~..., :r.::-...... ....... , "--=---=.:...u.:. :-.... -:::..: _, 
.... __ .... ___ _ . .._._,__, .... _ ---·----- .. ............. -........... -w.-...UooiW-.,--WI-: ==-~~--::':: .::..::-= -----. .. -.. . --~ .......... -= =--= :.:.:-:.-;::: .,.. _______ ....,._._ ........... _ _.......,_ 
=-~ -n.:::=:::...-: ......... ~.,...., ......... .. ....... __ .,111M~ ..... ........... _,.__, __ _ __ ,. ___ _ __ ...... ___ _, 

PDRIJIJt\' 1 • • 1945 CONGRESSIONAL RECORD--SENATE 'hS 

• 
• 

• 
Regraded Unclassified



CONGRESSIONAL RECO~NAT& PbouA8Y 1 

• 114$ CONGRESSIONAL RECORD-SENATE 71.5 

(i • 

• 

Regraded Unclassified



• • 

• • 

• • 

1111.; 
CONORE$Sl011AL RECORD-SEIIATE 

,.. •. -w.r. lrrJID,' WI, Pl'tll*fll.. I lliolot II ....... ..,._ .. \lit t.as. .. .... U:III..--_... ..... ............ ..-..-­-- ,.,._..... 'nil ........ 

117 

Regraded Unclassified



"' CONCRESSIONAL IIECORD--SENATI'l Fr:a~tUAIY 1 • 1945 CONGRESSIONAL RECORD-SENATB 

• • 

• • 
Regraded Unclassified



CONORESSIONi\L R£00RD-3£11A TB FuauAH 1 

··- ·-e. ------ -- - --- -.. Cbe .... ,. _ ........ ---.... ~ ............... ................... ..-. ...... ~ .......... ... 
~ ..,._- ....... .... _... .. -.u • _,. W\IIC UM ... ._.. ...... ,~-­M---~ ............. ................ ...__ ....... ..,._.,.....,.. __ 
........... - w. ............ l 
""l'*l ... Oildlllo~-11* 
fll&;..alla.,.,. .. ~ .. u. -.....,.. ............. ••-"-' ~ ..... ---lll:r • .....:l.ft'. 1_ ......... _,.... ....... __....... .. _ 
""_ 
,. _ ___ ___ ... 

............................... -­~...,._,-~ .. ,....,.... ,., ......... _,.., 
~_.....-u .. r 
.... ~., '" .. ,.._ IIIIo a.. 
__ _,_, --.-.....,--.. ~--------------...... ------...., ................. ..... .... ,.,.,, -- ... --.... ... ..... a:-L-=:"=:--"'­
~--~-­--..... ·------·-,...., .......... .,c.., .. .,_. _ .... ..._... .... ....., ... _ 

=-~.r;-.-::r-=.t: -· -----------T.~~--= 

• • '"' 

• • 

• • 

OONGRESSIOliAL REOORD-S&IIATE -.. .....--. ............ --... -~ ..... ~~-:""--" . ....- .. --·-· --....,._ ::t.=•­:-:r ... l . .. .._.. ..... .. ~- ..._ ._. ·-,.._, ............ --.. -.: =--...:::::"' ::z .. - ..... ·----.... .. 1:1. .... _ ... _........,... 
...,.,,.. ___ ......... _ ................... .... . __ .. ___ ...,.._., .... _, __ ._ ___ ,-
.......... -.-...-... 
__ ._. ___ _ 
-, _., __ .,.. - •. '"" .......... .__ "" ... -.. -~"""""" 

.....,.,..... ___ _ 
~···· '.:::."= 
____ ...,....., __ _ 
-ca-c .......... -.-. -411-..Mt.,..._ Of-U· 
.._ ....... ---·-:=:...-=-= ··~ _.. ....... _.....~---..­_____ ..,. .. __ ·------­...,.0. ......... .., u , , .... ---·-·---· - ... --___ ,...._.All._ .. -.-------____ .. __ _ 
~.'!.:':-:o= 
__ .. .,.._., __ __ 
~---=.:--> 
=------~~= 
_ _, __ .,..... 
::-.:~-:..:.:=.:~ _YOU _ _._,.,... 
=. "'-":..:' .::.-::..:r'"...::: -·---------------_...,_ ____ _ ____ ......... _ .. -......--.... -- ........ '""'-·"""-~­
...,._ ............. _ ...... .__.. ______ _ _____ .._ __ - ....... ~--.......... ___ .....,...._. ------.......... ......... =---=-~·"' ... -=...-:..= "'::.J ' oofotr,.: .. ---== _,..,_. Dlt~· ...... =.-:-_.c..-.-:..-:-:-.:: 

-----............. ,, ..... 
-----~­, ....... ,.._ .. ... --. . --....-----~ .:::t' ,::; : =-=:-: ·-.-..... ..- ...,._.,.. """""".....,.._.....,_ .. -. .... _., .... __..... ----·---------~--.~~'!'"__,.. --.u ........... ~ .......... 
~·"""' 
.::. - .. ..__ c-ttot 

...... ··-""""""" •. , ., ... '· ow,.,~. ._ .. .... -. ...... ... ---... --. -----. .,--....,.,._ n, ' " ' ' --·o---..­~~~-... ..,. ... - .. · ... --. 
,_ ___ ____ 
-.--...... -_ .._.,._, .. Dit _______ _ ,...._ ..... ___ _ 

=-::: =: .. -... "1"...:: :.. __ r-..,.:..-- - .. .. _ '\: --:.::: 
~=--:..-.. ·--=~ .. ~=-= --------­__,._...,_, ~-------....... 
......,.. _______ _ 
.,. J :n::::: ,_---.. .. _, _____ ....., 
• .. :--....~,.."* .... ...... __ .... ,.......__ .... __ .. ""_ ....... __ --.. ·;.::::.:-.:·"'"-·~ ··­~-----. c..._...._....,. ....... -,.._, ---------.. ro,...,....,_...,,.... ---·-----·=-= ·"::1.::.,~ .::.:-,:; .. .... ~---·- .. .-.. -.... ·-· • ..= .. - .... 

:-.. ·.:.::::·-1 ---::-,... . -- ................ ,. -·~~~~.-- -·l-.. ~-:~== -----Wf--. ... -~-------------.. ....... ~ -----------.. ----:::....~ =~-.-:... -"== - ..... CIIIIot • ..., ,.... ____ ......,. .. ..._.. ............. -.... ..................... _._ ..... =--==-===== 

J 

Regraded Unclassified



OONGlt!SSIONAL RECORD-8ENATB :.:-=-=-=--:.: _______ ...,.. _______ ..,. .._. ___ ..... 
--·--· ··­........ - ..... -·--

____ .._ ..... .... .............. _ .... .... ...,. ....... ~ ....... . 

faaU:AIY l • 

• • 

• • 

1!146 CONGRESSIONAL RECORD-SENATE __ f/!Oillft.,.~tft'lft __ ..,. _____ .... 

._ .............................. --------...... ...,.... ... ._ .... ,... -.,-..... - ..... :::z........................ ,__ _ 
n.---. _......._ ..::.:..·-w:..::.:.:.: ...__................ .. __. ... _,. ....... -.......................... --..-.-........ ~ ....,._..._ ... CIIIIIto..t. ... ______ ., 
~na~.--,.. ---- ......._ . ........ ___ _ ...... .....--....... =~-=-~~ 

--

- 0.. - • --. .. -...... -----·---_....., _____ _ 
01 , • ..._._.,_ _ ---. .......... -. . ............ ___ _ 
:.=:::.= --- _.........,. ... ,,... ___ ~---
:::":':. ~ !:'-"':".:: 
::-c::.:.--==~-

o~ ... Ai.'rD 

,.. am '" JU) ,., u.e nlifC .r o.aa .. woa.., ... ..........._..,....,. .. 
~·-·~ ............. .... IJIII\t u-.-~~ !IMMII ........ l 
.. . _....,OM..-n.I-U\Io" 

................ ______ .. _ .... __ ._ .....,_ ... ---....... .,....-- .... ,....__., _____ _ 

..._.., __ ............ , ...... .. 
:.--=.-.--=-~..:=': 
--.,.,-~ .. --­........ -.-. .. ----_........,_ ... __ ___ .. _ .. .. __ _ __ .. ._.,.,....,._. _ _ .. _ .... ___ ..._. 

·---·---·­-....-.----­....... ...,._., __ -·-,.. ....................... ... 
.... m .... .....,.,u.-.a.. ............... _...~ .. 
a..-..ca.....--~ -----1,.-t...n.r .. ..... .._ ................. .. 
=....,_..·- - ·~--........... ___ _,., .. 
::-:::.::-::..~-== _..,......_ .. .._ ........ ...-.-.-----.--­- ..... -....-.... --------·--__ .._..,._ .. __ _ 
~-... --.. --z.: =---:-=-=.r:=-: 
~---.............. -... == ::::::;-~.: 
~--·--­---------_ ...... """" _____ _ 
_, ..... ~---
~~..'! -· === =::::. ... -· .. , __ _ 
,........,._.....,. ... 

.. ~ ..:=-.--.:.-:...'\:= ... _ 

--,. .... .._... ......... 
...... m • ., .. ....,tlo.-a.--. 
~ .................. a... --a...-..----.­._ .. -................. ............... ~-~ ..........., .............. .... ............................ ....... _ ............... 
......... 1'01161 ......... -.. ....... -.. .. _,. ___ _ 
:.::. ·.=.= ":. ':... ~-: _ ....,., ,__ .. _. ...._ _____ ... _ ...-........ __ _____ .. _....,.... ___ _ ---............... ---------~ ........ - ... ~·-·----...... -.·----... ---·~ ---.v.-... -......... =:, ·=-~.-::.::.--...: ':: 
!:":.!."':. ~--='"1: :-,:: __ 3..........., • .,_.. . _,.. ·---- .. 111 -.... ... --
- .. - ·-· ... , -- "" .. IMif ::".,-:! • .,'!:: .::•a:.'::: .-..-.--.... ---.......... , __ _ ... -,.__. ...... -. ....... "' 

Tl:letiiii9M ............ ........ ,. .. ..... ,......, ............. ..... ... _ 

Regraded Unclassified



CONCRESSIONAL REOOR~EliAT!l - .. .... ~ .............. ____ .. _ 
--------­...-.---

F'!IIU.dT' 1 • 

• • 

• • 
Regraded Unclassified



CONGRES6JONAL RECORD-61!NATE ...-..,__..,.. __ _ ------------~-~----::-.:.-=:..·.-== .;-.: 
=::-.::.::-..:" "ff !!J = ---- -_ . .....,.__.,,... .......... 
.... --..::.= ... ·--
==~-----
_____ ,__ 
.......... _,...,_ -.............. ..,_ .... _ _ _. __ ..,. .... __ _ 
:": ':. .... ..=::' ~-.::-:-:. ': -__ ...,.._,_ ... _ 
e:.:. ·.::-... •• - .. =.-: ----........ ·--· --..,. .... till .......... ~ .,.,.,__ ............ ,... ... :::;:.. ~=-~=~"" 
~~:-=~'::::1: :::. ":. " ... "?.-=.: ~~ .. ..-.Otool . .. _ .. ..... f'\111--· .. ...,.~ ... .,...., 
:::..:=~::~ ... ...:""*~= _..,.. .................. ..,_,_ __ ..,._ ... ..,.,... ....... ______ _,_ .. __ 
::;:.:.~~~~ ....... - ............... --·- ·· ....... -- ... ~ 
_______ ..,..._ 

----·--· -------__ _.... ____ _ 
='--.. = .:'J::":."= ..------­----·---­.,_ _ .. __ 

""' ... ttb ..... ..., ,..,... 
JM&..._._ ......... ..... ............................ ...... ~ .......... -~ ........................ ......_. 
____ .......,_ __ 
·-------­-· --------~·-:"':' ::..=-.::-:: :..--. ':: .._ .. _. ............. ,. ........_ ................... -___ ,....." ___ ... 
-------·-·-__ _, ............ _ ____ ........._ ........... ... _......_ ___ .......,,..... 
..,__,.., ... ...,.=t= .... 
::... a.:."::: :.r.::: ......... -;::; 
---~~~--::1..- ... --~- ·-~=--. .c:r~ .. .... ~_,_.. ...... .. _____ .,....,.,....., .... .. .... - ... - ......... . 
:==:.:::.:= == -. .. -..... ... - ... -
='~. :t ~=-:.'= ...... --- ........ -

• 

• • 

• • 

• • 

---0...0 ...... ~ --·-·o..-_... --.---.. -..... ____ _ 
------·Q­... --...,._ .... __ ---·--1JIIt-.... _______ _ .... _____ ., _ 
~-==-.,.,_,. ..... ---------------··--------·-----·-------­-.,.._ ____ _ 
---------- ............. ___.. ....... -·----------- .. ---·--....._ .... _ .. _ .... _ .. ___ _ 
_,_.,._._,........... .. _ ____ ....,. __ _ 
-r:.:..-· ... -""----·-.. ·-----....o-s---........ ----·-----... ... ~. -..-

___ .... _,_....., 
:.:.·"'.et;~---loo:r-"'· 

0.,.. _ ... _ oil - .... ~~oo-

-· _..,.... .. ..,_- Ia .. -..---......... ,_,. _...... ____ .. ....,.. .. ______ _ 
--~ ... ----_ ... _____ _ 
__ ...., ___ 0.0.. 

,.......,"'-'---­--.--- ...... -..... .--.ca.,.-....,._ - .. - .... ..,._....., 
_...,........, _____ _ 
--...----· ---·---·---.-..-.-··--_,...,...0..,0 _~----------~ ..... -. 
-~.~~------......------ .... ----------_____ ... ,.. ......... ---------· -·---------------___ .,.._ __ _ --.. ---~,.----·10--·· ....,..,....._. ____ _ 
==~-===..: -...- ... ·------·----~ 
_____ ......,._.,_ 

::-.: ='" rc:.::;.:: ~= 
~~~~ -...------.-.... _.. .. .., ........... ~ .. Ooqoo 
___ .. ___ ..... 
._... 011.- -....-.. _ _... ·-·,-- ... --__ ,......,. ____ _ 
_.....,,..._.QrJIII_ .... _ . ....... , r.,_ ... ............, _ --.-..--.---....... ..... ,_.,..--- .. .......w. -'"_..._ ___ _ _ ... ...... ---.--.-.--.... ..-.-

-----­........ _ ·---.. .=----=-r.=-==-~ ------·-·· --··-.-..-· ~.: .='.: ~.:. '::.::.1 
=~~-::.::r:: :.-:-...::;.....__··---
:.:_.:-..:-c.~-=...:~ ----·----~...,_ ___ _ ..... - .... ..... ..._.,_.,.. .... .._... 

,.,.. ....... 1141 ,., ... ......, " .....,..,_ ... ........,.,.._ ..,......,. .... -......... .......... 
:.-=.r::=~~"" 
.:·~-:.1!":. ~~ ----... ·-·~ '"'""_,.___ ' ---- ... -, .. .. .... _ ..... _,__ ... ........... 
~-.---. ....... .-... .. --- ........ --........ ,.. ...................... __ _ --- .. ---------·----·----""'"~' 
. ... ____ ,_, 
.. ~ - ,.,.,_, -.. ----·-­.......... - ....... --------

Regraded Unclassified



OON0R£8SIOIIAL RECORD-SENATE PlaVAI1 1 

~ ::.-=..:..-.= .,_. .................. __ ------.---­__ ...__, ..... __ ------ ....... :::.,_ ---:-=.: 
~ ....... -.--.----------­........... -.----==c-=:......-: ____ _,.~ ..... .. _ _... _ __._ .. _ ________ ,.,.. 

---·-·-·------........... -.----~~ 
·==·~=~ 
____ .. __ ...,.,....... ____ _ 
-·-------· = :::t... ra.:..==..= :::=:..· _,_ 
.......,._..,_,..,.. -------·--- ....... ... 
~=-=== ·--.. -. ____ _ ===-..-...··; .....,..______ It,--==-;;'"-== ........ 
--= ........ · ..... ----- :::: .... 
=-=-~ ---- ··---=-- ~ ,__,_ ___ ........... 
·-·"----··­--......... - .. ........ ...._ .. __ ----...---.. .,... ______ _ 
---....... ~-­··-...... _____ ..,... 
:--....:.=.-:.. - --
________ ...,_ 

--------= .. - :.:r.::..:.:.:: 
::r-;::---==--· ::'.:...: -··-........ ------------·------....- ·------.. ...... -=-="';'",.::-:: .=:-,.:: -· ...... _. ......... 
.~.--........· - ·-­........ ...,_ .. ~ __ ... ____ 

·-·­...,ne-=-..: ........ ....... 1 .. ,.,._, __ .. ,.;1,.., 
........ -lt .. - ....... . ... ........... _ ... ....... 
·-- .__, .. ---.. .., -­--.r:--------::.. ::.:::0 ~= --... "' ....... --,_,..__ ................... ::-::-..:=::--=----= 

----------·-----------_ .. ____ _ 
=--~:-=--.: ::..:::-:.. -., -- .. ,_ 
..,.... ___ ... _ 
=::.=--=:=.-.. 
::=::.::==-~-~-~ ·=--= --- ----... ....,. ____ ..,.. -------·--1:' .=-.. -..::. ':":... .. -.... ....._..., __ 
--~-.:=-= 
__ .......,. ___ ___ 
::: --T:: ....... "'.:.::i 
_ .. _______ _ _______ .......,. _ ... .. ...-. ........ ·---.. ··­.,....... __ .._. _ ...... ,_ ______ _ 
..... _ .. _, __ ,.. ,...,.. ______ _ 
IMW_.,_ ,..._ .. .... _ ... ---...,.·--r-_,,_ ___ . __ 
:---"::'J-•:s..'!-== :..-::=:---...... --
.,_._ _____ __ ..,. _______ _ .....,.. ____ ._ __ 
--·------,..­...-.- ........... -.-­,....._ .... ......,._ .. ...,... .. 
c::.--=r:.- t -

_____ ...,.. 
--------_...,..... ______ ,..... 
=---r:c:::- .. -·----- . --------------------...-.--.. --.-. -------··----__ .__. ______ _ 
------·--------....-. ===-=-=---· - -·--_.,..... ___ ___ ___ ., .. .,..._ ... 
- I :.:=::.= 
___ ...,. ___ _, 
__...,.....,.. ___ _ -------- · .. - -........ -.... - .. ......-. .... --. -... ::.::: ... --.. --::.:- :-:-· """r:· -. 
c:::::: •• -=:=:::~= -- --............ --~ -----·~-
..,._...,... __ _ 
::..~ -=-.. :-.:=t:=.-: ... --~---..-
._.... ___ ..,... __ ...., 
.......... --..... ..... -

______ ........, 
·------.... ----·---~ -----·---... --.-..-.... - ---.::: ::-.=-:.-:..:-..:-= _.....,_,._._ 
=--~--::: ..., 'i::"'_ ... __ _ 

::t:-:.-:.':'".:.: == 
~-:=:--=---=--
______ ......_ __ 
----~----... ,.., _____ _ 
-·--------__ .,..._.. __ _ 
:..::.-:.:=..=. ':":: = ----"""-....... -· =:.-:..-:::.=...-.-::::; -----...........-.. ... 11 ............. ...,...._ .... _ 

'" '""' ..... .. -.=.c=:· . -... -- .......... _ ................... ~-
=:-.:c:=-:~= .. -::.t ---·-,.._ .... --· ~~-........,-
=-~..:..-..:::.: 
·--· '""' Clio ... •--• ----··------·-----------·------ ................... -------___ .,. ___ __ 
=--=-=:-.::.-::f.:= _ ......,_ .. __ _ 
::. -::..-::.:-.. -:..::. ..... -___ ., .. _....__ 
-----.....---------~ - -----

_ ,_ttvl._ ,.. __ .., ........ . ..._._.._.,_ ........... ... 
--~':-;·- ....... ===---===.:: _...,... .. ..,..._ __ _ ________ ..., __ 
-·-· ..... -· .. -

• 

• 

• 

• 

• 

• 

OONCRESSIONAL REOORD-8£liATE = .......... ____ ,., 
----­.................. __ __, 

-- ;.,-=-:-.:..-.::= 
-------~ =-..:r:::.=-:.=-: - --.-=-~-=OJ -: 
===-~..&:" ... -- ........... --...--. -...---... _.. ---............... . =--=----··--.­____ . ..._ ,. ____ ......, __ _...._. __ _ _....__·---­-..__,--.... a.... 
=-=~.:--===--= .......... ..,..._ .. ,._.,_ .. .....,. .. _....__........, __ 
....... .. --. --·----, ..... .,._ TIM_.....,_,. __ _..., 
:::= .. ·::::.::..':.:: .. -:.: ::::::......-:...-:::..-:..=-,:: ---..-,·-­..-.----· .. -~ ..... -........ __ __........,._,_.., .. ----........ ·---· .... - -· """'* ... -
_____ .., .. 
-------___ .,... ___ _ ___ ....,.. __ _ __ .. __ 
--··­_ __ _..._ .. ----............... --------........ ... ___, __ _ ........ ....... ~~-
=-'.:=-t=~-::. _.,. __ .... ,....... .. ...,......,_ ___ _ ·----...... ........ -~---...-"'"'" ___ _.. ............ ........ 
~ 

'nt ...................... .... ..,., ..... -.................... .. =-.. c::.:=::.::::=~ ........ ..aOrM-.,...•l~ Ottl+. ........... .,..... ..... _ 
.-.~ ••• ~ .............. u.. 
UJitll .... Mil ...... .. ltUOwf.l 
.. "-.... ~. ""''"' ...,.wytf .. ::t.":::==.:..a.:.."".:::::'= 

:;!i;':, ....... :-" .... .=!:t 
........... - .::... "2""' ...... ..... ·-·-··="--:--# - ~~ .. -=::-:.-: ::-..:::..: .. -=·~::.-:::: --.---.--.-... -. --·------0..._,.. .......... 

.... _._,... __ ......._ __ ......,_ .... _ .. __ .. ____ _ _ _____ ._ __ 
~~--------­~- .... ----­.....,. .. _..,. _ __, ·--..... ,., .. _.. ........ ..,. ... ....,._, .. o.-~ _,. • .._.Qo, ___ ......, ==T.ra::= ........... ...,.... ... ...,. ...... 
~ .................... .. .:-.:.., ~~ =-~-==:: ..... --·--·~- ­------·--· __ .,_ .. __ IIM7 

nN --- -Aotrar.T 11/tL­
_..,.............,""-__ ------·-·­.. .. -....,~ .. -__.......,.._.,.,._.....,._...,. ... ,_oil_ .. __ .... 
leUiOI --v.~ .............. _._ 
,...,,~ . .....,----... r::t• . ., ......,...::.:.:=....--:= ._.._ ______ _ 
""""-711/t·----­.--.....-._._o.-.._ 
.. --..... OoiM, ~-..--. 

=:--:c =.~ .... ---..~ 01/f t.u. ,._T ._.., ....... .UID......, .... ._ w._T_.. 
n.•caun • ......,. .... . 

~-Mtlio--lfllltl&lo ... .... .............. a..... ..... ... ... _.,._. ... .........,. _ ...................... __ ...... _.. .... __. ... . .... .--.-..... -. ... 
........ JIIIMs: ... _....._ __ __,_ --.- ... ·--· -.-----.. :::.:--::-:::: .._,.,_ .. ...,.... __ _ 
:..-. ·.:.-.. =.::..""::: ----------· __________ , _., ....... ---. .... _ _,_. ----...-.--..... -· .. -----·~--...... 
.....,_,.....,_......, ___ 
-~.----...... --­_..,_.....,_....., ... ------._ .... __ _ 
=.::.. ao::. r:-:: =-"' ~-:::..:-:; _,_,_.,_G......._. 
-~·,._·----·-:.-.:::::-:=::.. .. ..=...-:: 
_....,_u.·~-OIIM. :.."\.-:.·=:.-=. =-t=: :-.::;-.,::. -;~-: = .. ... _.,~-----. 

____ .., _____ _ 
=.·-..... ---~ _., ............ --.-_........,. --__ .,.,... .. _ ..... __ __ ............... -.. -

-Ciilloololf- ~- -=---::::.:-:=. ~.:::-= = :::..:;-...: :-. ....--: 
-·~------
_._ .... __,., ..... _ -·----------.-----__ .....,. ____ _ ______ ...__ .. 
:'-.----~.::..-== ----.=.:.: ...... 
-·-----~ -·----·-··-·-· ............ _..... ... ____ .....,.. __ _...,., 

::..:-:.:.:.~ ::-.:.:: ......,_.., .. _, __ _ 
- .:r.:,. __ .... -· .....,., _ 
-,:: • 1 1";:,. ...... _........ .. --.....- -________ ...,. __ _ 
::':.\:.-""1'-... - .. :--..... -J":'...:.. ~ -.:::.-:-.: ...... _ .. _.... 
..':;"'~ :.~ .. '::.::-.·.:.::; ......... -·-~-0...-!lall• ::::::: ::..·=::::=.'*'-' 
-....-:.::.~.::: ...... == 
=·~='·=·:-::.:'::"'...: 
_ ___ " __ _ 
__ _,._,., ....... -... ....... -.......... ---._...., ____ .., .. 
__, ,.._......,-.-. ---_ .. _ _, _____ _ 
--~-­.. _ .. ..,....., --~-
---~ --· --·--------·-·--------~------....---.---·------·-·--· ·--,_., ......... ------......- -­·---·- -·----------· -·--. ............ - .-. ..... _ ..................... ---. 

..,, W1II'1W .........- ... 1 Mr. ....................... , ....... 
:=::..-:...-:=.·=:=.."!:. ............... ...... 

Kr .....xurf, I .ell ........... u.. 
8mM+f ., .._.,..... .. .,.. .,. ---..,, WIU'nL I ..,.,.. "" ....... 
.... c ................ ...,... 
~~~~~~-=.,~~ .. .......... ::. ....... ~ 
·~· u.. .,..,., .. '-'I ,_ 
Lbf~;t~ ......... """o. .... 
...._ Ylw+ M • tUI .. Otll'"" Ill =--.w: •J..•c-=:-.....=.: ........ ~....... . ., ....................... ... = :-..: : ..:'1:' •"'-= --
Regraded Unclassified



730 CONGRESSIONAL RECORD-SENATE FEIIRUA.RY 1 

Mr. wmTI. And b the dt..J or Zut­
poR named In the bod.J or the bUU 

Mr. 8REW81'ER. Yea, ln botb t.bl 
bUI and \he repon. on tbt bW lbe name 
&utport., KIJne, lJ ueeca. 

'nl4 PREIIJDZMT .... -pcm. 'n>e 
Chair .m JL&te to \be Bma:&or from 
ll.a1De &bat the dfttl: -.triles ~ Cbatr 
Lbal the bW rdtn to "'Zutport. .. and 
ao4 '"OulfOO"-" Tbo biD ll&a be<a -.AVTHORIZA'T!OH JOA ACCSPTAMC& o• 

OB(X)RATIOH8 AMI) 01\oata PR.OII 

BRAZIL 

The but (8. 22U t.o autbortJe Lewl.t 
Hobart. Kenner. Ch&rlu o.mer, Charlet 
Clement OOOdma.n, and Htnf'1 Charlet 
Robmson co acctJX docoraUooa and ot• 
dtn tendered them bf &be Oo~t 
or the Untkd 8Lat.e1 or Bru1l "'" c:oc­
atdued. otdned to bt tniJ'QIRd tor a 

&bJnl - · lftd lbe &bJnl 11-. and 
paaed.. U foUoWI: 

•• u lfllloldn. •t~.. Tbu ~ Hoban 
Ke.M.tJ, CMJIM <kmtr, Clwltl C141mfnl 
Qoodm.a.n, and R•nry Cllul• ltoiiiDMJn .._... 
he:rtbJ a.ulbortHd ~ ~ 11om the OO'f'­
f1'D.IMDl ot \.bt Vnlttd atatM or BNI&11 ~ 
d«<onUOM, Qrdeh, rnt<lall, and embteau u 
hue betll « m•J be t~adtftd &.bt'ft'l. bertbJ 
upr-'J tretlftl the CIODMOL 01 eoncr­
n!!q;Utftc3 for t.htt ~ bf ebuee I 01 

M!CUCIIl • • U'\XM I. 01 \M OOIWttWUoo. 

L&ASa 8'1' Jlf.AVT 011 CDTAIM I.&JCDe Dt 
SAX DlmO OOVIt'IT, Co\WP. 

~ -. .. ·-10 cooslder lbe 
biU fS. 211) t.o aulbortse \he Sec:rd&r7 
of &he Navy to leaN eut&ln lands lltu­
al.ed in San Oleto Count.r. state of Call­
fomta, whleh had betn reported from 
th.e commlt.t.ee on No,vl.l Afralh wU.b a.n 
amendment, on J)Ut 2, Une 1, after .. one .. 
thousandtha'". t.o ttl1ke ouc. ''(0.254l ... .o 
as to make the bW rud: 

•• u .-d..._ no .. 'niAl u.. &ec:reu.tf ot 
LtMI ,. • .., -. wad be .. ~.~ \0 
kMe for • pWlOil *" -.o --.t.ts ,..,., upoo 
tuO U'nrlll a.od «JJIlllllUO.. .. .. , ... ~ 
PfO"'Cl bt lobo 8ec::rflMJ Ollbe Ka~. to u,.. 
eol.lt.bfte. ca.ttlorala 'hkpbOM Oil., • corpo. 
ratkla. orpnl8ltd \IDdu \be laWI ot UM ec.-. 
01 Ot.llto:mla, & PI-lUI Olland e:ttuated tn -· 
uon 32, town&blp 1 eoutb. r•ace 1 ..,.."- ea.n 
Berunlli'IO baM and m.ert41an, CIOn.datl.al Ql 
two bunctr.d and auy .. ICbl -•-tbOUN.nd.l 
or an ~~tn, mar• or 1-. e<~mprUtnc a pu1 ot 
Ulo Un!t.ed 8t.A* M&ri.Do Cor)» tn~lnl.aa u-. 
c.mp .JoNoph B. Ptn4ldoo. au Dteco 
OOWltJ, c.ur .. U4. pare!~~ cat liDCI 12tuat.td 
hi. ~ tot llll 01 \M "'**' LMdll of 8a.a. 

DloJco Cloo'atJ, cuu .. ~ - - ..... 
_.. CW ._,~ • put 01 tbe Vnts.d 
8C&ks M&rt::ne eor,.. fiAt ,..... Clap MM­
U.W.. ill -.Jd CIOUDIJ &Dd 1\at,o, U111 .... 
a.ad bcN.Ddl cs.crt;pUon;l - W1lkb eatd 1..a.Ddl 
'" on. tUo t.n lht lfo97 Dtp&rc;awDt. tor u.. 
CIOI»tructiOG, ru.totmuot, ao4 opuaUOD 01 
repntu . uuon fac.Um•: ~. 't'b&t 
wbfa tbol&t1411hell coue to bt \IMCl for Ml4 
purpoee~, 1M 1 ..... eholl l be &ut.am&U4al.IJ 
tcumtnat.ed • ad tbt Je04111Mll rt'ltrt to tht 
Vnll.ed 8tatte. 

e..o. 1. Tb&t lbt e.trt\.&rJ' or Lbe Mny bit. 
U4 bl .. ~ lill\bortM to ~ OD 
'Mbaat 01 m. VliJ *l ..... all rr.:tnm.D\1 
.....,. \0 MIOC*I,._ u.. ........... ,.... -The ameod~i wuipftd io. 

"nne bUJ wu ordertcl to be en,I"'OIed 
ror a third readln&. rHd the Lhlrd lime. • 
t.nd J)uaed. 

'1bl PIU!l8IDENT pro t.fmpON. 'l'bat 
oondueloN \be cale.Ddar. 
lJrtCa.UU Df AMOVJn' OP DDIP'nOJII 

now a. a. o.. a.o·tTLAnetca 
Mr. VANDBNIII!RO. Mr. ,_.,. .. I 

do - • 10 be la>J)&IIeol Willi -10 
cor:aua!Uees,. but eftl" ltnoe lui AQIUI& 
Lbt amate COmm!ttee oo S&nldnt anct 
C'u.rrtoc1 hu bad. before IL • ffrJ almJ)Ie 
proiJOI&l cont.alned tn a blll whJCh 1 In­
troduced ai that Ume. to tncrtiM trom 
1100,000 to 1300,000 t.be e~rcmpUon from 
8. &. C. rttU]at1oo.a for l.be tt1111t.raUon 
and CODLroJ or the t.saua.noe or ttoeUttUee. 
'lbt meuure hu the appf'Oftl ot the 
e. &. c. n 1a onaU. 1n 11>e ..,......, of 
-al-wbkblll>dolldllllcWIIO 
00011>17 will> aD .... _ .. of .... 

8. &. 0. In - 10 lbe llnu<lnt ot· 
recuna u. Tbtre teem~ &o t1t no rtu::a 
In t.tw- world •h7 the b1ll tbould no& be 
~>toNed. 1ft f'ft.r a!noe 1aat. AUIUit It bu 
been rei)OIIlna In the Pllt<>n hole~ or the 
Comml~tee on Bantlnl and CUrtencJ. 
l have twloe wt1Ue:n tbe dla'Un&Uiahed 
Wrman Of \be committee uklna t.h.al 
be rive 10me auenuon C4 tbe bill I 

' limPlY wlab to aatrt th&t. 1 am J)l'ettJ 

u.tlt...,_ --·and l llfO­
that ~ Cbeft ca.n be tOme 10ft 01. 
ICtloa wtlhla a reuoaable Ume. 1 lbaJI 
otrer &he bUl u an ammc:lmtat. to tome 
otbtr PtnCIIDa' mMIW"e lD tbt etnate. 

Mr. BAR.ICLEY. Nr. ~dtn&. to. 
thi.L connedlon I wtU *'to the senator 
lhlt the bUI to wh!ch he nrera vu tn. 
trod:uced tut AU&Uat a.nd wu not t.cLed 
on In tl'Wt lui ae.sslon beeauae tor a Cood 
POI'tlon of the' Ume l.berea.tU:r t.he Stoate 
WU DOC. ln .esa.1oa. lL bu been iml)OI· 
JlbJe ror me. for var1oua I"H..Inn.. to ''"' 
tend Y«J' m&AJ ot t.bt ltllllloN o1 U» 
oommtuee lbxe the 8ta&te coc"'t'ftllld 1n 
JM\W7. I wW tab She IDI.utr up wSLb 
Ule cbalrma.n u 100ft u ~bat and eee 
tt liOaM adton cannot be obUJMCL 

10'. VANDENBERO. t lha.nl:; t.be Ben· 
ator trom ~tucQ. There ll no ru­
aon In the world wby there ahould be 
a.nJ cont.ro'ltltiJ O\'lr tho m~. but 
I am 1ure the able Senator from Ken .. 
tucltt wlU 171DPI-thl2e wst.h me tn m1 tm .. 
J)I.Umce over the Jona uus. u I be'Ueft, 
wu-tuonable delu. 

w:r. BARBl..BY. t ean Q'll\PlUUM wtui 
anda_ .. _Bma ..... --. 
btcaua 1 &m. &lllc:ted 1A &be same ...,. 
..... u. 

Mr. VANDUBBRO. J a.m Clad to 
han &be IJ'MP&~ 0( th• &cnator tram 
Ktnlucb. 

ADJOOJUO.a:NT TO IIOHDAT 

Nr. BA.R.KLEY. Mr. Praldent, the 
buAneaa or the dQ' haYlnl bttn. con.· 
dUded. I move t.ba.t the 8enat. 14JOWU 
U.OW 12 O'doct 000:0 OD Moada7 oat, 

Tbe IDOUoo. ..... aareed 10: a.od. ( &i 
I o'dodr. aod Jl mlnU'iel p. a .l Lbl am. 
a~e-anww-....~, 
1..,, It 1t O'dodl: mtrldlul. ' 

OOHl'lruun<»Je 

Ext'e\!Uvt nomlnallon.a oonftrmed b1 
the Senate Pd)r'Ua17 1, 1H 5: 

OD.t.t1' AW• O.ollftiC luavn 

ltaJIDODCI ... ...... to - Junto. ll)ldt'b-o 
poeflb .. &Dd porocu. ~ wttb ....... ot 
llnlSU&Al UUO* .,.., , tJom ~- ... - be no Jrf.-n 
TO a aa.u AllttiiL.r.L ut ._ •.-n, ftlll 'ft:M'• 

........ T -~ TO LUIX ..0111 AI'SD. 11 • .... 
V16Cml a. Murph,J 

n, • ....,.., ... .,.. OVIIQOJII W'I1W 1101 u.n 0. 
u:cuTUt&lif"'' I.JVI'fKle AA~~•t, TO .... _.. Y'IOII 
D&'n lWIOOII.,_ 

04ICW'It 0 , lfoCI\l)\A, IWM It, lMI. 
""Up II. Vocr.l"rM:Ghl, J-.o 2:1. IMJ. 
A4rlll.D .. 11., .... ,.. , 1-0, 1-MJ. 

roa~&lf't hT~ wnw.,... ._... • 
.... .,, '1'0 .....,. rwte .,.n urMClliTa 

&'Hrt B. ~' Mucb l t , J.tU. 
Dln1d P, A.Odrc., M&l'tb 1-1. lNI, 
JObo w. B.lmcoct.. .1\.lM tt, t tu. 
Edwlll"d 0. Wllllame, S.ptem.btr u . ttU. 
Dt.llltl L. Marlin, y:,., t, 1M2. 
Wtlll&m J, Wb1Wbt:IWS, ,Yun t 2t, Itt_~, 

D&o a. Pr•nlll., Juno It, lOU. 
8\lb«rt. . . .. ~.~. ... J\LD• •• lHt. 
Cb&rltl D. Wooelf, JWJ U, lM2. 
1~ M;. WoChc:bo, Jr~ A~ 2&. lkL 
.JobD D. w:w.r, ._., ll. 1M2. 
8ot1w1. J , ~"- OCtotlo'r ll, ltu. 

TO .......... .....,.....,. N~ WIN ,_. 
.....,., 01 Uiii"G'''ar.&MT, 1'0 ...,_ ._... nii.Y 
I, IN .• 

Obarltl II, &rea, 1r. 

TO a -a.rAJPI' ... ,...,.,.;,.... Wl'1'll n~• Mlinl 
or alfliiO.'IIf, 'J'O lllolfllt ftiOM D&ft IWDtC,l,_ 

Cbul• II. Q\llQD, h .. Ptbtuary 1, JO>U, 
8olon 0. Bt.le, ohio• lt, 1M2. 

TO .. ......,. ... .., «m. .,..utaa, WJ7H Tilt UJfll 
0P Lm'l:l'ftlf....,. f.IO'IfiOil .._,, YO ...._ 

1'101111 ~ ...... 

,..,.. Y. Ba.rUel"-

M • .....,., crra. ......_, wnw .,.. 
a..ur. _. .......,, 1'0 MJI:II: 1'10111 Mft ---We.ld.ron v.. Mc.Ltuoa. hbru&7J ' · lkl. 
'lbof:Ue P • Ootkt, Ftbi'UUf 1, 1141, 
Bobtn a.~ Jr .• h biWot'J '· 1141. 

'1'0 - ......,. ... .., IICiftAlo lti'IIII.Oen, Wtnl '1'W11 
a&Mx Of' I.III'Vftl!t&MT IJ'V'llf'IC* CIU.DI ., '10 
LUfK nCtW Nft Uf'DIC14ft0 

Walle.oe B. ObM:t«fteld, atucb u, uu. 
Bdnrd J . l'femeotk, hbrwry 1. ltu. 
li!Jtol. ~~~~ lbreb 11, lk2. 
atwtA 4 a....._ 1w. 1.. ..u. 
lfdwiD " · .....,., .huM .. ltu. 
aut Y.~A~21, Ita. 

. WW... M. Ultldac. ~I. IMI • 
Jlarald w. m ...... ~ 210, 1141. 
Jltaftk W. 'hJtor, Jaa:u.ry IO, lMt. 
ftU) 8 . WeiJt. h ., J&IUW'J 10, lMt.. 
J~ • · ftoocl, JeaU&l'J 11, 1144. 
Trnt r R, He.m.lltort, .ZUI:J :ao, tttt. 
J AID• B . LepltJ, .. wuarra. tMfl. -.,a. a'"'""· Jr., lil&reh 210. 11+4, 
J'obb W, IIM1fl., Wa.r 1. lMt.. 
.A.nllur B. Cb...U.r, llaJ 15, INt. 
.fonbUt • • 0\lt\a .... , w.,u. lMt. 
llObw\ L.llcllt., ..., II. ...... 
lllta.ole . . .. Pfu.Uctor, ,.. 1. 1N4. • 
Wlll:Jur 0. Marua, Auc-t I. IM4. 
DoD L. ~ ._... ' · lMt.. 
Jloowoln. o ....... ..,. tl, ..... 

• 

• 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

TOl Secretary Korgenthau 
DATI! February 3, 

19 45 

.. ,.o M• Ted R. Gamble 

!!I Payment of A Bonds 

War Finance Division people have only one 
thought r egarding maturing A Bonds . This thought is that 
payment or these bonds as they mature would dispel some 
of the r umors that we•ve had t o contend with that 
War Bonds would be frozen , or that some kind of a 
mora tori um would be declared, or some mandatory exchange 
made in l i eu or payment . If t he decisi on were left 
entirely to us , then our recommendat ion would be to pay 
the bonds as they mature and encourage , wherever possible , 
that the funds be reinvested in War Bonds . 

When you advi sed me or the a lter native exchange 
pla.n t o be of·fered wi th the announcement of payment, I 
felt t hat our point had been largely covered, particularly 
i f the publ icity s tressed the payment and not the exchange. 
I sti ll fee l that way . So long as the matter has be en 
re-opened and you want our unqualifie d recommendation, 
then it is to pay the bonds and make no formal exchange 
offer which permi ts holdings in excess of present limits • 
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Mr. Lu:rl'ol'd. 

Seoreta~ Morgenthau. 

It the Var Bond people are go1ng to help ua v1 th 

Bretton Vooda, I auggeat we etart 1n M1oh1gu and Oh1o. 

Ve haTe a parUoul arlr good 1 non-banlter1ah1 organization 

1n Oh1o, and that 1a the hoae ot Sena wr 'fatt. I th1nlt 

1 t 1 a a good plaoe w atart. .Uao, the C1no1nnaU neva­

paper - I t orget what U'a oalled - the b1g paper there 

haa vr1ttan ae and 1nT1ted ae t o ooae a nd talk 1n C1no1n­

naU on the ao-oalled 1 Morgenthau Plan1 • Aft1lla1 tallt U 

onr w1 th '!'ed O...ble. I think the 1dM would be not to 

go oYer the Whole ooun~ but p1olt oerta1n lter-etatea .... 
where we 11&7 azpeot oongreeelonal oppoa1 Uon. I don't 

know a better plaoe t o atart than Oh1o. ~~ 
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TREASURY DEPARTMENT 

INTBB OFFICB COWWUNICATION 

DATB Feb. ;3, 
1945 

to Secretary Morgenthau 

noll J . W. Pehle 

You will be inter ested in the at t ached 
editorial. complimentary to the Treasury , which 
appeared in The Atlanta Journal, Monday , January 
29 . 1945. 

At tachment 
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~l!tlrntr]oamri-AY, JANUARY 29, 1945 

r.suft'A~ ·War Gpods ·1 
I 

THI!! UNITED STATES TrtU\11'7't1101it1 or 
d"posint ot au:rplUI war IOOdt a:r-dutl· 

f Jy, •• they an declared au.rplUJ, Ja an e.x~­
h eat one. In 1118 wblft the Armltt.lce came 
the natJon. wu aurpriMd w1t.b vut quaaUtioN 
of IIUJ'l)lu. eommod.Jtl11 on hand,. Wt 
In lhta war the UqulcliUon p~ wtre: 
woriclnt tar lD ad:vUX"e, IJld al1"61dy more 
than $100,000.000 worth Ol IUfii]Ua war 
properlY hu been dilpo&od or lhrou&b rtiU­
llt tnde c.banneJt. 

Thf• melhoclst.rvta two U~etul tndt: J'irat, 
It preventt the accumulatJon o( an unwieldy 
backloa ot &oodl, and, aecond, It provldu 
I fairly C:ODtinUOUI fiow 01 much•J11e!Ud 
coNumen' 6oodJ Into the eurUilecl dv01an 
merkel duriat the Ume ot war lhortaces. 
ll abo tend& to reduce the tNDd toward 
blatt rna.rketina in Item. no loncer beina 
manufactured tor ~t diltribuUoo i.Dto 
\be dvlllan market. 

A mojority ot lho lOOCio monuta<tured tor I 
the an:nec} toreea. iacludln& evUJt,htna troaa./ 

d aerewa to truW and plane~, tan 
be put to .clv1Uan \I.MI, But. other 

11 will require lnttnuU;y. a trail 
fyplcaUy American, to tum t.btm to tullable 

1 c1v1Ua.n uae wb~ they ere no Jonror Mtded. • 
by the lum7. For t xamplt, thf.r. ~ap­
prolC.IIIIaloly 1,000,000 compOnent J>llrilj·or 
dllmanUtd anunW'litton en ttl ot vaey D.l 
JJHI now beJ.nt offend tor talt. Tbete uue-. mede ot pine, tor lhlpment of 1S aod 
105" mllllmt\tr thtllt, an oboolo\e duo 10 a 
e:hanae In the deslp ot the Jhtlla.. 

Tho puts or lho crotoo ln<ludo llwlhs. 
of bottom an4' two aqu]ar .Sdet. from 21 
to 31 fncbu in leo&th, and from ·~ to 10~ 
t.nch• In wfdth. All the partl are dreued. 
three~uarter Inch material, 1nd could .. , ... 
llY be f!Onverted into 1 numbtt of aalabla 
produeta, wllh no wasta&•· 

Sut.-eattd JM)tllbWUee ot markel'1blt 
Htma to be eonrtru.C'ted from thl1 material 
,,.. fMd troU.U, flower box•. tram.ln• for 
uphotmred <!Wn. pldtot lmcl-., oman 
1tancb and tablet. toot boxe.: and. tt alto 
tOUlcl be used b:r t07 manutactunn. The 
lmpor1&nce ol all thlt maten.l bolq ,_ 
l4lUtd now cannot be ovtrteUmated. for it 
comet at • Ume: wbtn drttMCI wood b one 
of the mort ditfjeuJl tblnp t.o obtafn on tbe 
tlvlllto market. 

DllpouJ ot aurplua war Cooda Ia handled 
throulb tho trreuU17'o Ottl .. ol Surpluo 
Property. Tho olflco t or IIIIo roclon II Jo­

ccolod ot 10$ J>rror S\ftol, N.' w . In All&Dia, 
lllcl ·~l'f;J Btnnan Jr. ·u rtllonal dlrect<>r. 

'1 

.. 
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TREASURY DEPARTMENT '2 

• IITBB OFriCI COMMURICA~IOM 

DATI 
February 3, 1945 

to ... Secretary Korgenthau 

J. Y. Pehle 

PERSONAL ! NO CONFIDENTIAL 

In accordance with our conversation, there is attached 

hereto a meaorandua detailing the events leading up to the 

appointment of General O'Dwyer as Executive Director of the 

Yar Refugee Board. 

( ; 

0 
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SEQUENCE OF EVENTS LEADING TO THE APPOINTMENT OF 
GENERAL 0 1 DWYER AS EXECUTIVE DIRECTOR OF THE 
WAR REFUGEE BOARD: 

On January 12 Luxford asked me what I thought 
about General O'Dwyer as my successor as Executive 
Director of the War Refugee Board . He said tha.t he 
and Dubois had been talking about it and thought it 
was a good idea. I told Luxford that I too thought 
O'Dwyer would be a good man in the job if be could be 
obtained. On the same date a memorandum was sent to 
Secretary Korgenthau from Luxford and Dubois recommend­
ing that O'Dwyer be conside red for the job and saying 
that the matter had been discussed with White and Pehle 
and it was agreed that 0 1 Dwyer would be a "natural. 11 

On the same day Secretary Morgenthau mentioned 
the matter to me on the telephone . It was agreed that 
I should get in touch with O'Dwyer immediately and 
sound him out, and that if O'Dwyer was interested, to 
arrange an appointment for him to see the Secretary. 
I tri ed to reach O'Dwyer at FEA but was unable to do 
so . I finally reached him the next morning in New York . 
I merely told him that I wanted to talk to him about 
some assistance that we needed on a War Refugee Board 
matter and he said be would be in town t he following 
Tuesday or Wednesday and would call me . 

O'Dwyer came to my office in the Tr easury at 10:30 
a.m. on January 17 and I discussed the matter with him. 
He said he would like to take on the job as Executive 
Director but there were two things s tanding in the way, 
i.e,: . 

(1) O'Dwyer said that Rosenman and Crowley were 
discussin~ with the President the question of 
whether 0 Dwyer should be sent back to Italy for 
a few months but that it was agreed that he should 
not go back unless his status could be made parallel 
with that of Br i t i sh Minister McMillan. O'Dwyer 
said he thought a decision would be reached on 
this phase of the matter within a few days . 
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(2) O'Dwyer said the Army was considering 
appointing him Inspector General of Wright 
Field but that he did not think he would get 
the job because Inspector Generals are normally 
Regular Army men and not Reserve Officers . 

O'Dwyer mentioned that he had to keep an "eye on 
Brooklyn" to "keep Dewey out," but he did not in any 
way suggest that he would ree.ssume his job as District 
Attorney . 

O'Dwyer said he would get in touch with me within 
a few days . I called him again on the telephone on 
January 25 . O'Dwyer said that while nothing further 
had been heard on the I talian matter , the Wright Field 
job had gone so far that he thought he could not justi­
f iably pull out of it . I told him I was sorry to hear 
this and he said he would l et me know definitely within 
a few days . A few minutes le.ter O'Dwyer called me back 
to say that on further consideration he felt that he 
would be wil ling to pull out of the Wright Field appoint­
ment in favor of going with the War Refugee Board. I 
immediately called the Secretary and advised him o! my 
conver sation with O' Dwyer and made ar rangements fo r O'Dwyer 
to see the Secreta.ry and me at 11 :30 a . m. the same day. 

O'Dwyer and I met in the Secretary's outer office . 
He had Colonel Ohrbach with him . O'Dwyer said he would 
like to have Ohrbach join him on the War Refugee Board. 
When O' Dwyer and I went into the Secretary ' s office 
Ohrbe.ch came along. The matter was further discussed 
in the Secretary's office . O'Dwyer said he had reason 
to believe the Army wou ld be willing to allow him to be 
assigned to this work and probably would allow him to 
"take off his uniform." While we were there the Secretary 
called McCloy and requested McCloy to make the necessary 
arrangements so that O'Dwyer cou ld take on the job as 
Executive Director. McCloy said this would be agreeabl e 
to him, and he was sure with Secretary Stimson, but that 
he would have to clear the matter with Under Secretary 
Patterson, particularly the question of O'Dwyer's being 
allowed out o! uniform. 
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Following the meeting in the Secretary's office 
Co lone 1 Ohrbach called me to sa,y that General 0 'Dwyer 
suggested that a letter be sent by the Secretary to 
McCloy and that the letter should request that O'Dwyer 
(and Ohrbach) be "inactivated to the War Refugee Board." 
Ohrbach requested specifically that this language be 
used , I prepared such a letter and it was given to 
the Secretary through Mrs. Klotz and signed and sent 
to McCloy on January 25. About the same time Ohrbach 
advised me that O'Dwyer bad discussed the matter with 
Amberg in Patterson's office and that Amberg bad dis­
cussed it with Patterson at lunch and that Patterson 
was agreeable to O'Dwyer's being put on inactive status. 

r 
' 

At about 9:30 on Saturday morning, January 27 , a 
memorandum was sent to Dubois and Pehle by the Secretary 
saying that the .War Department was agr eeable to O'Dwyer's 
appointment and that we would have to prepare the neces­
sary papers. The papers were prepared , cleared with t he 
Secretary , who suggested certain changes, and personally 
cleared by me with McCloy for Secretary Stimson, and with 
Grew as Acting Secretary of State . At the same time a 
pr ess release was prepared stating that I had resigned 
and t hat O'Dwyer had been named to succeed me, and that 
O' Dwyer was "District Attorney for Kings Count¥, New 
York~ on leave, 11 and was being placed on inactlVe status 
by t e War Department to handle this job, This press 
release was not only cleared with Colonel Ohrbach, who 
came to my office in the Treasury to work it out , but 
was also clear ed with O'Dwyer on the telephone. 

Subsequent to O'Dwyer's appointment and the announce­
ment of the appointment, O'Dwyer advised Kiss Hodel on 
Monday afternoon , January 29 , that he was running into 
a "11 ttle technical difficulty" in regard to going on 
inactive status for the Army since he was desirous of 
reassuming his position as District Attorney of Kings 
County on February 1. He stated that it might be neces­
sary for him to resign from the Army in order to make it 
possible for him to resume his duties as District Attorney . 
From Miss Hodel's office, General O'Dwyer telephoned Oscar 
Bernstein , a New York lawyer. After this conversation, 
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he stated to Wise Hodel that he was all set to reassume 
hie duties as District Attorney on February 1 provided 
that he receive no compensation for his work as Executive 
Di rector of the War Refugee Board and provided that he 
could sever his connections with the Army by January 31. 
The next day General O'Dwyer advi sed Kiss Hodel that he 
had talked with KcCloy concerning his resignation from 
the Army and that he was on that day attending to the 
details involved in such resignation. He stated that 
he would probably be obliged t o sign certain waivers in 
order to make that action effective January 31 . He again 
emphasized that it was important that he be in Brooklyn 
to reassume hie duties as District Attorney on February 1. 
At lunch with the Secr etary on Tuesday, January 30. the 
question of General O'Dwyer's statue was raised and he 
at that time informed the Secretary of hie plan to hold 
the two positions . 
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CON1IIlBNTIAL 

Report or the liar RefUgee Board 
tor the lleelc of January 29 to February 3. 1945 

'WfiANGE OF LATIN• Aio!ERICAN PASSPO!!T HOL!lE~ 

A short while before the arrival or th8 individuals involved in the current ex­
change taking place in Switzerland, the Board received inrormation toot th8 
group included a number of Jews from Bergen Belsen in possession of Latin-Amer­
ican dcx:ur.:ents . The number, originalJ.T reported at 50 to 75 and more recently 
ind.icated to be about 150, apparently includes 67 Dutch and German nationals. 
It 1e not clear whether all or a part of this group bold "ad hoc" doclltlents 
which do not entitle them to admission to the countries in whose names the 
documents were issued, In accordance with the COI!IIllitment.s undertaken by the 
Board with respect to the bearers of such documentation, arrangements have been 
made for representatives of a private oreanization to lend financial and tech­
nical assistance to provide for tho ma.intanance and onward transportation of 
these passport holders, end military authorities and the Unitod Nations Roliof 
and Rehabilitation Adtaini.stration have been appropriately informed, Advice of 
the arrival of tho oxchangos in Srdtzerland mo received this nook, and it 1e 
anticipated that tho bearers of tbe doc\IIOIOnts in question td1l be takon from 
Warseilles to Philippovillo pending arrangoccnts for their ultimate disposition, 

SIT!JATIO!I IN GERlWI...CONTftQLLED AREF.S 

( Ropresontativo UcClolland reported that, in connection with our roquost that 
the S1"11ss endeavor to malco froquont or oxtondod visits to localities \'/bore Jo\78 
aro concentrated 1 tho Swiss Foreign Office informed him that official Sl'liss 
roprosontativos havo thus far not been ablo to visit camps at Vienna or 
Thorosionstadt , It nas folt that tho possibility of their boing ablo to do so 
is doubtful unless it can bo satisfactorily established that thoro 81', -l persons 
in tho camps who aro legally ontitlod to tho protection of tho Sl'lise, but tho;y 
aesurcd llcClelland that they 1"1111 msko ovory attempt to visit thoso cw:>ps , 
Tho camps ncar Vionno. noro regarded by tho Sl'liss as likely to offor tho most 
favorable prospects, ainco there aro numerous S~ss interests in tho vicinity, 
and thoy l'lill sook to talco complete advantage or that fact for tho purposes 
indicated. 

During an intorv.iow nlong tho snmo lines r1itb tho President of tho Intornntional 
Committee of tho Rod Cross, McClelland rros asaurod that Intercross oxpocts to 
continuo to do all in its po1ror to 111d in ovory posaiblo wa;y Jo1111 and othor sur­
viving victil:is of Nazi persecution still in tho bands of tho Cormans. To that 
ond, Intercross is endeavoring to onlargo tho number of its dologatos in Cor­
meny. McClollnnd urgod thllt thie effort be continued on tho proraiao that tho 
moro c01:1pctont and onorgotio JDOn thoro nrc prosont as internal conf'uaion in­
crooscs in Cormany, tho groator td1l be tho clwlooa of influencing Cormnn 
officio.ls and possibly of dissusding thom from ccrrying out extermination pol ­
i cies. In titLe coMoction, JJcClollo.nd ind.icatod thllt Intorcross i .e oxpoctod 
to roport shortly on tho oxtont of tho supervision 11hich it has boon ablo to 
oxoroiso over Hungarinn Jo1"1ish doportoos 110rking in territory of tho Reich. 
This supervision 1111a aaid to havo boon fairly satisfactory in Austria, oxpocially 
in tho lnst six r10oks , but it l7ll8 boliovod to be loss oxtonsivo in Cor!IIDJI¥ proper. 
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llo noro advisod by gur Legation 111 Dublin that tho Irish Dopc.rtmcnt of Ex• 
tornal Affairs has uirod instruction• to tbo Irieh chlirgo d I Affaire II in Bol'lin 

to llllllco tho roprosont.ationa r1hich r10 roqllaatod nith rospoct to tho tMAtoa of 

concontrntion, dotont~on, and forco4 la~r .cnmpe , . 

c 

Our Embassy in Uoacon cablod that ttQ Soordls moaaogo rogarding poasiblo ~ 

victims of Nazi porsocution in tho ~~~~~~PB at .lusclnrl.tz and Birkooau ooa do.­

l~vorod to tho Soviet Foroign Office and that our interest in tho nolforo of 

thoso poopl o and in moosuroe for thCiir protection 1ma oxproasod. Tho Hl;bossy 

adviaod tho.t no infol"llllltion nith ror:or<t to tho civilian populntions of tho nro1111 

covorod by tho rocont advancos of tt o Scviots has ns yt. t boon roloasod. 

From London no 110ro informed that, 0 11 Ulo basis of reports frQD sourcoa aoid 

to bo rollnblo indicating thc.t Gort.l£117 bas stnrtod tho annihilation of tbo 

remaining J ons intornod in Gorman- hold p.roe.s, and in tho boliof that a strong 

attitude may achiovo ·bonofioiol r osuits. a privo.to organization in London boa 

urged tho Czechoslovak Govornmont to cpproach Gomnny through tho protecting 

po110ra, the Holy Soo, and tho Into~tionol Rod Cross. This infol"llllltion ms 

sot forth in o. noto from o. roprosont~ti'I'O of tho Czechoslovak Govornmont in 

nhich he oxprossod his Govorrunont 1 s con•orn in this me.ttor and suggvstod th.!lt 

since it is o. mD.ttor of intorost to man,. Allied governments, they might 

colloctivoly !W.ko strong ropr osontaf.Jion• through tho che.nnols monti onod, Ho 

pointed out th.!lt tho Czechoslovak G1rvornmont bas no official contact nith tho 

protecting pooors o.nd oxproasod tho l>iala of his Government tho.t tho United 

Sto.tos Government might consider to." dng stops to ao.vo tho rema.indar of tho 

intornod o.nd doportod Alliod citizol •s, lidding tho.t should this Govornmont doom 

it ndviso.bl o to undortako colloctiv<• o.ct1on, tho Czochoslovak Govornmont would 

w1ll1ngly associo.to itsolt uit h suc;J o. woceduro , It was indico.tod tho.t simil.ar 

notoa 110ro sent to tho British and .-loviot .missions , 

Roprosonto.tivo Mo.nn roportvd the.t t'lo ac_, privoto orgonizo.tion in London sent 

a moaso.go through tho International Rod Cross dologato thoro to tho Prosidont 

of Intercross in Geneva., urging tha ' tho Ilittor publicly doco.nd for tho re­

maining Jc1rl.sh intornoos in Go=n bc.nds tho guo.rontoos of tho Gonovo Convention 

and tho Tokyo Projot.t, o.nd that a sr ·ociol Intercross missior. bo sont to IIIOko 

roprosontations for this purpose tc tho highest Gorman authorities , 

.!!2.~rta _o_rdlonditions in Conc.rl!!.tfAt1on Co.mps 

Uo learnod from Roproaonto.t::.v J L:cClollo.nd tho.t , according to postcards 

recently rocoivod in Suitzerlo.nd, on un.k'aonn number of Jotrlsh t101110n formerly 

ot Thorosionsto.dt O.):;:>orontl y arc mployod at tho atronous to.sk of cloo.ring 

bombing dobriu in th? city or llo .1 ~g. 

Th., exchl'.ngoos 11ho ronontly arrivod in Switzorlo.nd fr0111 Borgon Bolson 

roportod that :larly in Jonuo.ry mo ,ro than 251 000 Jol>ish doportoca, mon c.nd 

<10111on, from Auschnitz and nonrby Uppor Sllosio.n Clllllps o.rrivod in Borgon Bolson, 

nhoro thoy 110ro 11housod11 undor t:1o moat primitivo conditions in tonts . They 

oppo.rontly oro to bo trnnsforrod gro.dll4l~y to othor pnrts of Gol"ClOIJY o.s lo.bor . 
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!f!le exchange eo rurther stated tbat, a1 though par~ele reaching the camp 
"" ,liop8rly delivered to them, tbe mmloe.r of parcels ""' piti.f\IJ4' inadequate 
\o ~~~~ neod. This was indicated to be duo , according to a1.1 avo.ilablo in­
tOND.\~on , to deterioration in land transport in Germany rather than to nny 
'lli thholcd :og of :->arcolo, nbioh are generally distributed if they actually 
reaoh a comp. Reprosonteti\·e lolcClolland reported that the excho.ngooa r~oro 
in 0 at<lto of t.cut.o undor - nourishmont , as ovidoncod by the foot that t hroo 
ot t hoiD diod dvring tho short spa co of thoir stt.y in Switzerland . Ho stressed 
tbat thc>r.) is ovcry rooson to believe that tho oxtrome malnutrition trom which 
tho oxc.llon!:c'ls ooro suffering is for from confined to Ber gen Bols on but 1n 
c.-.on to cll. Gorman concentr ation camps and dopc>rtee ..ork companies. Flo 

. urgod that t!l.• attenti on of competent military outh:>ritios and tho United 
Notions Rc•Jio{ nnd Ro~bilitction Administration bo drawn again to tho feet 
that tous -:1' ~nousands of intorncos in siJnilor or Ttorso physical condition 
probably :lil.l bo found os Germany is occupi,<\ by Allied forces. 

A cc.bl.;> •ms N>C<'i.vod fra.. lt1proson·(.ativo McCle lland advising us that tho Intor­
netional P.cci C.rocs h• . .J no·t rece ived definite confirmation that throo froieht 
cars cerryir.p; -.'1 .:. i.rot snip on'; of llo4n: parcels sont vir. Gothenburg, 11hich 
nero prc7>.m"'-;' roportod I old UJ t>.t i'~"IIIUCndo , nc "X Luc~ck, uont forrtnrd 
to concontr c.tJ.on ciUIIps G.uly in ...-~.mury . 

I[• ACtJEr."l lR<lo! !!Li'GE~l BEl,SEN 

(J Tho Direct or t.~n'>rnl 01' th) U1u'. ~• l Nationa Roliof an1 Rehabilitntion Adminis­
t r ation .•,dvisod us t..y l ot i or thh~ instructions have been sont t o tho Chief of 
tho UN!t~l miss:...:t in Italy uith .·aspect t o orrangorr.Jnts f or tho transportation 
and roc.Jptio:> or tho 1 167~ ovr,.•:J>C'3 n on Bcrgon BC'laon being romovod from 
Snitzo1·land to Phi.: ~.p;x><' ~'· 

Accord~·· g to ·~!~o:"ln.> ~! Oil e n t by rriro I::oom Int.orc1·oss doJ., ~a to~ in Bucharost 
and rohycd 7.' us t.: Ri. JY.: •. -<nntc.t.;.·,·a ld~lollan!, tht. :nuabal of J 0\'111 no11 in 
R\llllanin is el:-~u~ 28; , ooo. or thMo, nbout 110, 000 arc u-. ~ucharost aomo 
123, 00C aro 1..., tho r~rmor kingdo;, of R•=in (VIal acbia and Moldavia}, and tho 
romaind, ,. ere in sou•.horn Trcns) :. vaniu Md sou t horn Bukovina. A rocont Inter­
cross Ml.~sior .:nvost:..ent ing tho ~ituatl.on ~.n northern Transylvania, wb<trc 
thoro r10ro c.Y' •Jt 15:1 000 Jotts a·~ =:he t.l.l"o of t ho 1'?.~9 cen9U~, f <>und onl;r about 
6 , 000, •lmost ill .: .:!tom TIOro ·c s~:poc., i"ro.: Hungar •.a..., fo:· ;od labor C!U!IPil • 
Lntor r~!"'rt:. ...ndj r : .. ;:. t hat ttv ....... bo: ~Y -: ~.so tc ,,oo:>. 
Rop.coJs.,n':.ti,. '<at :<P:- ceblod u;. i'rl'm Aclulr.) that Jo.7ish A{'~ncy roproaontetivos 
in Istsrllul i•.i"'ln..;c !lirJ that ~ . Ernr.-c Marton rccoi·red nc 1opl)' to his mcoo­
r:~ndum tJ tho llw:lar.: m Oovol'!'.nor. i. proposing that certain ~..nomy nationals in 
Rumo.nic ;)0 ox,.hmgo" for doport<,•,& from Trancylvani n . Ho ~lso roportod that, 
o.ccordir.g to ::. nottb .:. w m v~.t.h a 3uchorost do.to Uno , tho }lu.)goricn Govornr~ont, 
r.>sP')no '-,~ t C' 1 prOIJ'JSal oi 'tho F.umanian Govvrnmont that an Intercross conmds--

0 
sJ..,ll ba u.llotiOd to invootigato the fato of Tr ansylvanian dc.portooo, doniod 
t ho allegations upon \/hich tho proposal of tho Rumanian Govornmont oo.s bosod. 
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LlT!fftAID!RICAM 0 PASSPORTS 

Wo rocoivod from our Embassy in Qui to a telegram ad'l'ising that the EOUD.dore.n 
Foreign Offico has indicated its c.groornont to our roquost that its repro• 
sontativo in Gonova be instructed by wire to advise the protoetivo po110r of 
Ecuador that tho validity of tho pcssports hold by 147 BoPgOn Bolson internoos 
has boon oxtondod. Tho Foreign Offloo i'u.rthor ste.tod that tho boc.rors of tho 
pc.ssports in question should be granted protection, provided this Government 
gunrnntoos that tho passports 11ill be turned over to a designated Ecuadoran 
official immediately upon liberation of tho boarors , 

YISI!S FOR PERSONS IN ENEMY TERRITORY 

A communication from tho Ecuadoran Forci~n Office sont to us by our Embassy in 
Quito states that existL~ Ecuadoran legislation rrill not permit tho Oovornmont 
of Ecuador t o undertake measures similar to t ho special visa program dovolopod 
by this Govornoont for tho benefit of certain categories of persons in enemy 
territory. 

RELIEF CAMPS IN l'J2,U.Y 

A cable 1ms sent to Ambassador Kirk in Rome last r10ok requesting him to verify 
for us a news report that somo 5,000 to 6,000 Yugoslavs, including approximately 
11 000 Jor!ll~ have boon returned to Yugoslavia from roliof camps in Italy at t ho 

(_
. request of 1lnrshal Tito. It was also reported that stateless persons and 

refugees £rom Germany, Pollllld, Czcchoslovald.n, and northern Italy •·!ill bo 
placed in the camps vacated by tho Yugoslavs, but that only a f o11 stateless 

• 

persons aro being moved thoro from camps in central Italy at present and that 
maximum usc of tho camps probably will bo mado only after tho liberation of 
northern Italy. Tho report received from Ambassador Kirk this r/Ook stntod 
that actually some J, 500 Yugcslnvs r10ro repatriated from camps in Italy at 
Tito1 s request, but that it was not possible to ascertain tho number of Jo11s 
involved. Ho rms unable to find any basis for tho report that stateless persons 
from outside Italy uould bo accommodated in thoso cc.rnps since authorities 
thoro have as yet f ormulated no such plan •. 

TERIHNATION OF liAR REFUGEE BOARD OFFICE IN TURKEY 

In an analysis of conditions affecting the possibilities for further Board 
oporc.tions in Turkey, Representative Katzld. stated that futuro omigation 11bich 
mc.y taka place from Rwao.ni.e. or Bulgaria rrill be of a normal type and not in 
tho no.turo of roscuo Mtivities~ Ho expressed tho vion that inndoquato sources 
of information and comQunication channels rondor impossible tho orderly or~ 
ization or direction from Turi:oy of any rescue activities from onomy or onomy. 
occupied areas nhich might be undortc.kon through tho Balkans, Under tho circtJm~o 
stances, it appears that tho maintenance of a Vlar Rofugoo Board office in Turkey 
is no longer rrarrantod, and Roproscnte.tivo Kc.tzki has accordingly boon roquostod 
to return to llnshington for consultation, 

llilliam 0 1 ll\'lycr 
~xccutivo Director 

Regraded Unclassified



( l 

() 

108, ,..~ ..... 1'7 s, ·-

Da\e4 ,..~ ..... 1'7 3, 1846 

leo14 10181 p,D. 

llr. A, X.en i:ullevlhlcl, a liaQClu a.Uallal ••~er 
at :lzeouUn C-tU•a at th• ~•rl4 .tevleh Oaacra ... 
wbe 1a line ...,_r•r1l7 1D GaDIIMU•• wlth •Uere 
Mllllualnc dhplaoe4 panMa bee ~\leated paratadaa 
\a a:ob&JI4e \elcr- u4 bUan wUb \be b"eolq11anan 
at \be c.,.cna• a\ liU :an.-.,, 11.., Tan: cu,. thi'D1IIIa 
! he r.-. • .,. and llaJ-naaa\1a taotlUba. !be lftuq 
W1ll4 .,preoLeh lletac uta,_. at the Lepar.._.,, • 
e\\ltDda la \be •\\er. 

!be llaowr ba• alM ~·\M tlla\ bh wlte Marla 
160 Wee\ 87 S\ne\, 11.., 'fertt cu,, 1le 1aterae4 \ba\ II\ h 
wll ucl 1D thla ol'J". 

STOOR. 

(Jew• !be 1 .. , J>ei'DCI'.,. et \lila MaMC• llu '"­
llu4le4 ~ \be St.w ~~wpa.,...,, . 

• 
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CABLE TO AW!W!WI, QUITO, BCUA!Xlt 

Reterence 7011r 88 ot J&nll&l'7 )0, :you may g1 ve the requeeted 

aeaurance to Bcuadoran authori tiM, 

llaOO a ... 
Februar7 '· 1945 

I 

' 
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31, 9 p.a. paa- 1, 111» a, delate •PlU'-'4• ':u.. ...... 
•PUtt ..s• ., u to ....s wrrca a '~~:MD tor Pl1" 

aDd ar R.tllpe Boult•. 
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CABLE TO AWUCMI p:llBASSY, PA!US, rnat W.Lit RBFIJGE£ BOARD 

please de~ver following message to • oel F1eld, 24 Rue Laffitte, paris 9e, 

from Dr. Charles R. Joy, Unitarian service Comd.ttee: 

UOI'E 6 DEUOHTIID BY !lEIS ~ POOSIBLE UIIITA!liAJI ru:LEGATIOll TO 
POLAND. PlEASE UROB III!.!IIDJA'i'E DECISION Alii> D&PARTURE. CHECK 
C.t.REFULLY THE AN'I'BCEDe!n'S OF HAUS AIID LECtn'JWJI. NCJICOIL!.!UIIISTS 
Mll NONPOLITICIMIS 4Rl> ESSEIITL\L. DO HOI' INSIST UPOII COIIDI7IONS 
BUT INSTRUCT DEI.IDATZS THAT RELIEF laY liE ADUIIIISTERED IN POLAND 
ONLY UlHJE:R UNITARIAL DIRECTION WITHOUT AJ.IY POLITICAL INT.:ID'li:REiiCE, 
CAN YOU JOIN t.tiSSIOll YOURSELF? A!.IERICMI PARTI CIPATION IS DESIIIABLE 
NOW AND IS ABSOLUTELY NECESSARY EVI!lNTUALLY CAN YOU E:IILAROE TilE IIISSION 
.r ... TH COI.!PKTENT WORKEllS TO ENTER CZECHOSLOVAKIA AND HUllG.'-'l"l rnou THE 

l!.AST . SP:::BDY ENTRY INTO THESl!l THflgg COUNTRIES i1ILL ATTRACT !'OllEY 
MID TA.'>.DI BNTRY \fiLL DEJ'&AT OUR HOPE OF ffiOCU!UNG NOllEY, I A!-! SEIIDI NG 
llC'BDIATELY TO GENEVA 2000 DOU...\RS FOR !XPLORATiai. 1.!0'~ FOR THB 
PURCHASIS OF SUPPLie.5 AND 'IRE AIJI.CIIIISTRATION W RELIEF IS W'EDIATHLY 
ffiOCURA '!LE .L"TER TitS !!ISSIOII !WI DEPARTBD. • li:XPI!CT TO SEN'D I!EDICAL 
SUPPLIES FRO!.! AIOOtlCA. PI&S3 PUSH VIGOROUSLY THE D.!PORTANCR .lHD 
URGENCY OF '!HIS EHTElU'RIS" . ESTABLISHlo®IT Ot' ADVISORY COIMITTEB 
FROU A!lOilO TilE TOULOUSI!! SPMIISII REFUOEBS '!IILL BRING LA.'lOE FU!II~ 
t'OR OUR USE, UN\lUOI'E 

3:30 p.m. 
February 3, 1945 

-
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CAl!IJI !0 AMIHICA!I Ll!GATIOII , LlSilOlf , JBOM 'liAR REI'UG'EE llOAl!D, 

Pleaee deliver fo11ovint =eanage to Loutee Pay~on fro= Dr. Char1ea 

Joy of Unitarian Service Commit t ee: 

Q.UOTE 253 MEXICO CITY ll!l!'ORMS US J'IJ'TY VISAS J'OR :SRYA!I 
OASES NOW .t.VAI WLE Ill LISJlON, UNQ.OOTE 

'l'liiS IS VRB LISJlO!i CAJ!LE NO. 135, 

3130 p,a. 
Jebruar.r 3, 1945 

• 
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lllll 301 JDO 1m 0 

tht. 

Jla'-4 ~ 3, l 'Xtl 

a-•4 3t48 llo .. 

J'O!t l'anft ftCM ]I_UOIJ) ftQD 

Oo"tu'b .a.t- .,..., ..u.tMe wwsw •"'UA1111• 

hen hlml ar~PlS. t• .u vtu .-.t.e u- v....­.-
.. u_ ..ta ! a rcaot. .,... ~· ... ..,.. .. - .... 

Uet 1 Ull a .. t 0 P ' P De • "ldhll• l t.Uta 

CWIIl O.o '- 1 D wU1 ala pa' -. t or .-tal 

.,.. 'Je1 ... - a a ~~ .r.s.• ~ ... 

-..at.._ • • M.a er •••n ..U.-. _._ 0.. 

.r.s.t ,_, $100 0110- pNI& Us WN tide.,...,. 
*' ... Sa &ho 

D 
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.. 
D1atrtho&U. ol -­I"M,"C ~~....,e) 
WI $ ,, (IIICkil! W) 

AIIUOATIOif 

MOCII!QM 
l9'J 

) p ... 

Tlw t ollOIIfille tor ca.- trca O'DIJw 1a WllB )0), 

IJDU'CI bM bee~ that 71111 - ~ 

~tin8 to be reu.wct ot 701Jr duUM u apec1al 

~ u. 1• felt that ..,. W¥• Boer4 ...tc SD 

9 'en '- dam: rd o~~ ad ehmld ~ nqldn 

a a:r-t dNl oZ 7011r tiMe Ull ia ...,.. ot :r- ••••Ml 

~ 111111 fud.lial"1Q'. * _. --"• Boer4 ,...u 
4BBP17 .)lnCila .. JOilllf • ..... 2 - IIIIOb 8Gt!Gl ... 

1Ci 11111 to .n., ca U i.tll lpecr1al I'IIDpi II ~'N t• 

\lw ....... • ... 

J'wsc , sc ,_ .... .,........ 111 tat Pllll1.e ..s bJ u 
1JI r-u.. '· 

.. 

... . 
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( CABlE TO ICDIIS'i'ER JOONSON AHD OLSEH, STOCJalOIJl, SIIEilE1I 

r 

0 

Pleaae delinr follawing .... eage t.o R.aooi WUhel.e 1rolbe, ll OJ.etegotten, 
St.ockbola, fl'c. Vaad !llhat.ula S.rgency Cc.dt.tee, 

QUOTB To decreaee danger of pereecution of refugee rabbinical 
echolara in Shanghai while in Shanghai and to improve their o hancea 
ot bein& granted eXit. penaita by Japanese authorities and eventual 
t.ranait facilities Yia Russia , please intercede with Swedish govern­
Mnt to grant thea SWediah passports alona t he lines of t he 
generous policy adopted by S..den in connection with Jews in Budapest . 
BY doing t his, SWedish government will help preserve lives of 
pr incipal survivors ot great religious tradition of JUdaism. UNQUOTE 

To lliniater Johnson and Olsen fro. Departaent and 11RB1 

.t.bove Ja&t.ter refers to Departlleot. 1e 100 ot January 18 and Legation•• 
l28 of January ll, 

It ap~s that Vud Rabahala cont.eaplat es evacuation of rabbinical 
group from Shanghai by one of the following methods: 

Firat.--e.xchange against suitable contingent of Japanese ciYiliana 
in a lreat&n! Hem1sphere country other than the Un1 ted States; or 
Second--overland evacuation Via USSR to neutral territory, pending arrange­
menta tor permanent destination, without quid pro quo tor Japan. The t1110 
methode should be kept entirely separate, 

Firat method invobes negotiations via vat ican and complicated ahippin& 
and technical arrangements . Regardina second method, accordin& to the Vatican, 
there 1e no indication of Japanese conaent to unilateral removal , I.n addition, 
there 1e serious doubt whether transit. Yia Ruasia ia feasible, eiDce SOYiet 
authorities will probablY regard persona concerned as RuSsian or pOlish 
citisena. D:l the cire..-tances, Rabbis are anxious to safeguard poeition of 
Sbangha1 r abbinical shcolars by SWedish passports which Clight protect thn 
either on the spot or in transit . It you deem it advisable, ,.ou may lend 
your support to wolbe in connection with the above meaaage, 

THIS IS 11RB C.t.SLE STOCKHOUI NO JOS, 

llJOO a ,m, 
Jl'ebruary 3, 1945 

Regraded Unclassified



n 

( 

0 

C.t.B!B TO .cJERICAN .L&r:A'~'ION, STOCKHOLI.l, ?at OLS'":. , FRO'.! \YA.lt RE7UOEE 1>~1]) 

l l.~ase d"livat• !ollOO'Iing rN.: • •'I~e to l!I'S . Elise ()ttesen-Jenoen, 

Jnhl1 Eri~sonn:· f. , Stockholm, fNm Sheba Strunslcy of InternationAl 
" 

QUOTE STILL AllliTINO REPORT FROU YOU . CO~'f.t.CT :m. VYTAUTAS 
GYLYS VW!ALLAVAOBR 155 STOCKHOUI FOR NIJloiBER LITRUANIAN 
REFUGEES IN S'IIEIIEN, NUliJl?.R OF S1'UDBliTS .lND l!EEffi Of' ALL. 
CABLE REPLY. UNQUOTE 

THIS IS WRB STCCKIIOI.H CAlliE NO. )08 

4 a00 pua. 
February ) , 1945 
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CABLE TO AVU(ilTION, BE.!'JI, SIIITZ8RL&HD, FCft IICCJ:EI.LUID 

Please deliver following message to Qerbard Re1gner, J? ~ W1lson, 
Geneva, Swit serland from Arteh Tartakower, World Jewish Congress. 

QUOTE NUmber 304 negotiated proper authorities concerning 
allocation Redcross funds tor dis tri bution Jaws internment camps 
after liberation such camps stop No such plan known here besides 
more infomation needed what camps we han i n mind stop Ploaee 
send more information this subject stop war Refugee Board allowed 
us send you all. narnee known to us Jews interned in order that same 
may profit war Refugee Board parcel scheme stop ftill compile list 
near f uture stop CAbled also J(Ubewitaki LOndon and Hollander Stock­
bola send you such lists which you transm:l. t l!cClelland stop In 
meantiM transmit all. names you have to him. UllQUarB 

THIS IS WRB BERii CABLE NO. )9(). 

lltOO a.m. 
February J, 1945 
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CABL& TO HIJDDL8 AND I&::CI.EI.LAND, BBRN, FRCI! DEP~'T AIID WAR RBFUOK& BOARD 

Reference your No. 661 of January JO, 1945. Board J.a ducuasi ng w1 th 

~rican Jewish Joint Diotributi~ Committee problem of caintonance of 

"'uldauor children in SWitzerland. Appropriate instructions will follow. 

TI!I S I S 1IRBE BERN CABLE NO. 391. 

4a00 p.a. 
February ), 1945 
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DLftrlbi&Uall ot v­
nnd1'11 111117 ~ ..,....., 
............. (SLiiKIW) 

,.bit_, ), l94S 

llldnt-

TIIB tallCIII1Jl& tor II!Cl•llzrwl 1JI 'IRB )91. 

natexence 7<JVr Jlo. 661 ot JAD11&1'7 )O,l.94S. 

Board 111 d1Jic111e1ng lli.t.h .u.rtoan J..Ub Joi.Dt m.­

tr1butilla CotiP1tW. probl.• ot u1nteaauce ot 

P'U).da111r ob1l4nn 1n &d.taerland. Appropriate 1D­

etruct1one will tallow. 

'IIRBUJIV I 811 
'J/)/45 

ORa 
( ACTI IIO) 

(OIIIf) 

' 
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Jlt-o'184 
~~vu. 
"'.e .. anl7 to" apec1al 
arrans-nt (SGCilh'T lr) 

768, hbruar)' 3. 10 .. ·"" 

Jat 1IRB Jl1!al llCCL11J.,AJI) 

awa 
Dated ~,. J, 1945 

Rec 1d l2yl6 p,a, 

l1ndl:f dati-..r tollOIIinc tree Stenlbacb to 

tal1ca ot (lr'tbodclx R.abb1.D s 

na.pl.\e 1nteaii1W in\eroNlt1CIIl Clll part ot 

JliDl18b Ootw - nt 1t M8 anl7 bee1l poaibla to 

plan tar tbe ~ ot -u n• ' 1 ot ortbodalt 

llabtliU Yia tt. 08SR, '!'b1a -harp l1at can no 

( .... at DO) loapr be c~ iUMe tile a.. haft 

beaa coanr.d \brollcll tile proMo till& J)(MW. ~ 

• 

• 
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CABLE TO STEINHARDT, ANKAR.\, FCR KATZKI FRO!l WAR REFUGEE BOAP.D 

Reference your No . 152 of January 30, 1945. In view of your 
analyeis of the a:1 tuation with r espect to the rescue of refugees frOQ 
enemy or ene~-occupied territory fr0111 Turkey, you are requested to 
close t he office of the war Refugee Board in Turkey and to return 
to the United Stat es i.cmediately for cmsultation. ADdrll'tfS concurs . 

The files should be sent by pouch to ua . we have cleared w1 th 
Stat e Department here for t he Embassy abroad to take over all offi ce 
equipment as inventoried in your l etter of october 2, 1944. Also 
~lclude the two portable typewriters of our secretaries. The Embassy 
will use or store equipment until further instructed regarding final 
disposition. See Dapartoent•s A515 of November 6. 

Tbe ~bassy i a authorizoo to arrange your r e turn t rip payable 
CrCI3 confi dential funds at your d:l. spoeal . 

All unused War Refugee Board funds are to reoain in custody of 
Kelly until further notice. Notify U8 of approximate amount and 
postpone detailed account~ of all funds until your r eturn. 

we agree with your recommendation concerning Mrs . Henderson. 

Please ca ble BOard dat e of departure . 

THIS IS 1I'RB ANlWl.A CA.IliE 110. 141. 

3 t00 p. m. 
Februecy J , 1945 

4 
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c 

STATE 

OIVISICH Or 
DSH FEbruary 3, 1945 
This t El Eg r am mu!9tJj J:l[!B 5 p,\1 2 1 7 
par aphrased bEforE b Eing 4 p .m. 
communicatEd to anyone 
other than a Go vEnrunEnt .AT:n~r s 
AgEncy . (SECRET-0)! . [l.j 

• "n) 

Alo!EMBASSY , 

CHUNGKI!lG, CHUlA . 

183 

FOR ADLER FROl.1 THE SECRI::TARY OF TP.C: TREASURY 

1 . Dr . ·Kung has 1nformEd mE that _u.s. Army obliga ­

tions incurrEd in China during thE last thrEE months of 

1944 totallEd CN$8.8 billion and has request Ed initiation 

of nEgotia tions for sEttlEmEnt of this amount . PlEasE .. 
consult immEdiatEly with Gtn .: ral 1'/tdt mtyt r on accurncy 

of thEsE figures and infor m mE of any com."''tnts which hE 

may wish to mnkE on thEm or othEr related mattErs . 

2 . If availablE , also cnbl E it:ILiEdiatEly Army Esti­

matEs of u.s. dollar valuE of octunJ goods and s ErvicEs 

rEcEiVEd during this pEriod, toeEthEr with your commEn ts 

thErEon; if not availablE , plEasE ndvis E \'/hEthEr GEnEral 

WEdEmEyEr and yoursElf fEtl that sEttlEmEnt for thi s period 

should·b E htld up until thEsE figurEs a rE obtainEd . 

3 . You art , or coursE , to kt tp Ambassndor HurlEY 

fully informed of all dEtails of thes e n egotia tions . 

PMA: Pt.loO: EC CA 

GREW 
{Acting) . 

{GL) 
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No. 9. 

PA!W'BlllBB (JI m.101•• RBCIIYBD 

Allerioan Bllbassy, Lcm4on 

Secretary ot ltate, Wash1Dgton 

h'bruary 3, 1945' 

12()4. 

~he following is strictly confidential tor those concerned 

with reparation and econoaic policy towards Germany. 

xn a turther persoD&l conversation with Penrose, Pupriez, 

( 1 econc.ist ot the NatioD&l BaDk ot BelgiWI, uplitied the views 

described 1n Bllba1171 1 cable ot January 26, lfo. 916, aa tollona 

One. He add that before the war the people ot weatern 

Ger~aey were coucious ot and reaented the exte.nt to which 

incoae eerned 1n their region was drawn ott to the advantage ot 

the Junker cla11 1n Pruaala and Berlin. ·He added that we oucht 

to at. at creetinc conditions 1n which thia tendency will be 

atopped tor rea10111 deacribed 1n aection 2 ot. Bllba117'1 cable 

ot January 26, No. 916. Though the Junker c1&11 will be 

liquidated, however, this objective will not be reel1zed 1t 

... aurea are adopted that penalise or weaken weatern Germany 

aore than the r .. t ot the co~try. 1 puah troa the west, 1n 

auah a cue, will be aubatltuted tor the toraer pull trca the 

c e&lt and· there will be a contimled drain 1n the wrfng direction. 

!he coaplete aeparation or annexation ot weatern Oeraany wOUld 

pptbt 
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not be a re.edy aa ita population would re .. in OTerwhelalngly 

Ger.an an irredentist aOTeaent would ariae which would tend, 

among other ettecta, to cauae a net outward aOTeaent ot capital 
troll the separated area unleas drastic regiaentatjon ot 

financial transactions were adopted which would have on 

econaaic activity a restrict ive ettect. 

!wo. The Belgians, in h1a opinion, will not wiah to acquire 
any Geraan territory and will not tavor the splitting up ot 
Gera&nJ. However, he t hinks that aaae decentralization ot 

powers 1n Qeraany can be 1apoaed without creat~ antagon1• 

Which would revive aggression 1n the tuture. He believes that 

1a western Oeraany decentralization giving regional powera 

that would prevent Berlin traa drawing unduly on t he financial 

resources ot western Germany would be popular. 

. 1flJrAif 
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IMIIIIIR: 

PAIW'HRAS! 01" T&IZGIWI lt!C!IVID 

Secr.ta1:7 ot State, Wuhi~~&t.on 

l"ebru~r.r 3, 1945 

1203 

SBCRKT 

Gontidence that pro'Widonal Ma1ure1 tor econoaie unit7 between Rolllnd 

perm.nent. • 
and Belgiua will beeo•/ wa• upre81ed b)' Dupriez (econo11l.lt ot the ItatioD&l 

8&llk ot Belgiwa) 1n a personal talk with Penro1e, Thil tlllt waa principall)' 

on GeN&n qu.atioDI, Dupries concurs that. a co_,n cantril bank pollc)' will 

be required b)' eUit.oma union, So tar the u chine1:7 hae not been worked ollt 

tor t.bi•, bllt. Ollprias anticipate• that a joint ca.mittee ot the central baalt8 

will be tba fora ued, Dllprier. oonellJ'S that. adjuet.ent will be reqllired tor 

differeDCel between wages 1n Holllnd and wag" in parte of Belgiwa bllt. hope• 

that. Belgian wage• can be increued to the extent. DeCUI&rl' in po1t.-'llar 

condition~ . Sin~• price• will haw to be un1tora (uida frc8 t.ran1portat1oa -charg11 owr Holllnd and Belgiua). Dllpries •aid the CllltoU union will 

eliainat.e tr1ot1on ca111ed b)' thl pre-war d1111ping ot cartai.n Dlltch AgriCilltural 

pro&lctl into Belg1U8, 

In addition, he atltad that in hil opinion bringing l"rance into tbaH 

arr~nt1 ••• Ollt ot the qllelt.ion bacallae of the divereitiad aconoaio 

conditioDI. Por pollticll rea10ne, 1t 11 1nnitlble that. l"rench, Belgiall 

and Olltcb repreHntatin• wi.ll dilcllla a Clll~ anion between tbair coantriee, 

liMe there hal be1.n 10 1111ch np and garwral dilcu11ion ot tbh lllbjact; 

Mwaver, DOtbing will c ... ot web talk1, 1n Ollprin• opi.nioa. 

DC/Ls GP'If 1 ala 

2-5--45 
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NOT TO BE RETRANSIIWE[l 

COPY NO,...!;!_ 

OPl'EL NO, }9 

Information received up to 10 a,m, 3rd Feb, 1945. 

l .. ~'!estern Front 

S~uthern Sector: Northern part Colmar pocket now sub­
stan.tially clear8d of enemy. French forces have reached Rhine at 
several points and entered suburbs or city while to East u.s. 
troops within two miles P~ine at Breisach, Seventh u.s. Army 
ra··established bridgehead across Moder five miles SE Haguenau 
against light resistnnce . 

Central Sector : Third and First U.S. Armies made further 
3dvances often in deep-snow but against moderate resistance, along 
whole front from point seven miles South St. Vith to llonschau, 
Outskirts of Siegfried defences reached at several points . 

2 , Eastern Front 

East Prussian Sector : Further gains SE Konigsberg and 
Guttstad t (N.W. Ailensteln) captured , • 

Centr~l Sector: Advance continues N,W, Landsberg where 
Boldin capture and East Frankfurt where Dressen taken. S. E. 
Zullichau River Gder roached on front or ten miles . Battles for 
reduction Schneidemuehl and Posen continuo, 

3, Western Front 

Ni,ht lst/2Qd . Bomber Command despatched a i rcraft 1267 
(missing 12 :• Ludwlgshafen 396 (1656 tons), Mainz 340 (1010 tone), 
s•.e~en 282 (1239 tons ), Berlin 121 (128 tons ) , and Bomber support 
128 . 

~. Medium Bombers 414 attacked communication and other 
t~~gets V(estern Germany (653 tons), while Tactical Bombers 56 
ortacked Heiden oil mill. Fighters and Fighter Bombers 1700 
(missing 35) carried out offensive opera tions destroying or 
dsmsging 1300 rail~a7 ~agons, UT and locomotives while ene~ 
aircraft casualties 3:0:2, and 11 destroyed on ground • 

4 . Meditorrpnenn Front 

1!1· u . s . Heavy Bombers 283 (missing 4) dropped 573 t ons 
ctl r efinary Moosbierbaum (near Vienna) railway centre Graz and 
ot:·,;r targets. 

H~~ SECURITY (to 7 A.M. 3rd) 

5, Rockets. 

Si x incidents reported • 
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lntoraatiOft received up to 10 e.a. 1 4th Pobruor1 1 1945. 

1, I!!Dgl!IIR.Iii!BAN. 31st, One ot H.l!. Destroyers shelled 
Pi>COpi 1 N.~~~odes. 

2. EAST INDIE5. One ot B. M. Submorlnaa aonk 500 ton tanker and 
6 Junta Straits or 'llalacca, another Submarine 10nk 10 Junl<s and 
another damaaod. and drove ashore 500 ton coaster ott Port Bl.air 
(Andamana). 

) , ANTI:SUBWA~INE OPERAIIQB~. Yostorday lOth Escort Group 
poaaibly aank U-bootO miles north Shotlanda . 

MILitARY 

4, '.I'ESTER!I FBJ liT. southern Sector• South of Colmar pocket 
Prenoh troops reached Enslsheio whtle to north U.S . troops cleared 
town 1taelt except tor two strong points , Allied troops now hold 
~est bank ot River Rhino for 35 miles south ot Strasbourg 1 while 
north or town heavy ttght1ng continues around Btachwetler. Central 
Soctor l )rd u.s. Ar~y ~de slight procrtaa towards Siegfried defence. 
asatnat 1ncreas1ns resistance, while eaat of Monschau lst U.S. Aroy 
advanced 3 miles t·O'Ifards Schletden. 

5. E•lST!!M fRONT. East Pruuhn Soctort Circle around Konic-
abor& still turther reduced by capture number or places south and 
S.ll, ot City, Central Sector1 Schloppt and P'rtudontier ("'est and 
N.ll. ot Schneidemuehl) ceptured 1 whila N.E. and Etst or frankfurt 
to~ ot Viott, Sonnenburg Z1elenz1g, Reppe n and Sternberg taken. 
Southern Sectort Bast of Szekestehervar Russians advanced 12 miles 
capturing 60 places . Germans report further attacks Latvia while 1n 
the south they c1eim that front in South Pocorania is holding and 
aloo heavy losses intlicted on Russians 10 miles east Frankfurt . They 
also state between Odor Bend N. W. of Ologau and Carpathians all 
Russian attacks tailed in face strengthened resistance. 

6. ltllRMA. Coastal Sectort 
tinues and IOSOienemy dead counted 
occupied W1nbya . Central Sector& 
now 18 m1lea west latter to·wn. 

w 

Fightins area N.E. Myebon con­
and 20 suns captured, We hove 
On road Pauk-Pakokku our troops 

7. !ESfifB/1 FRONT, !light 2nd/3rd. Bocber Coaoand despatched 
1236 airoratt30 missin8 1 4 crashed) I Witabadtn 498 (2028 tons) 
X.r1arubt 261 (1097 tons) Wanne-Eickel 322 (872 tc.ns) 1 !o!snnheic and 
Kogdtburc 63 MosqUitoes, bocber support 92. 

3rd . 9"5/ Fortresses attacked Tea)Mlhof Railway Centre 
&erlin (2026 tons)1 while 362 Liberators bocbed synthetic oil plant 
(.t40 tolll) and Oo0<1s Yard (512 tono) llt&dtburs tor loss ot 38 heavy 
bombers outstanding , Visibility tair to bad but occasional breaks 
enabled aircraft to bomb visually, Escorting fighters (16 outotanding: 
acoro4 21 11,7 in co~bat and 17!01 12 on around. 35 Lancasters attacked 
~idget 0- boat and B-boat pen• Jmuidon and Poortershaven (South 
Hogue) with l2JOOO lb. D.P. but results not yet aooeosed owing delayed 
f~sinca ot boobs , 171 u .s. oedium boobers dropped 275 tons communica­
tion and other targots Central Sector, while 66 Mitchells and Bostas 
attacked bridsea in Holland end enemy billeto Dunkirk, Fighter 
boaboro and fighters (6 missing) operated over Northern Sector and 
attock• included rocket sites s .E. Devonter and NiJverdal, 479 air­
craft (3 miaains) operated remainder front. Throughout daY 300 M.T. , 
400 railway trucks and 70 locomotives damoaod or destroyed and no 
onecy aircraft sighted in air, 58 Spitfires oucceutUlly attacked 
4 rocket oitet Hacue area 1n e xcellent weather conditions . 
8. ~IDlRfo!!BAH. 2nd, 169 l!itchtllo oucceufully atteeked 
9 roilwoy brcea orthorn Italy, Ul ti&httro (7 aiuinc) .ttecked 
A&rlOvtO airtio1d end other tarcoto JUcOolaYit lntlicting Casualtieo 
8 ,0, 2, 
9. IU.UXA 41!D !WR114. ltt 89 Super Portruooa (1 missing) 
drcppod 179 tona Sincapore dockt and 47 tons torctto Georgetown 
(P,ncna) and l!arteban with good reoults . Enemy casualties 2,6,8 , 
10, Three rocket incidents reported . 
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DA'l'EDI 

PARAPHRA~Z or 'l'£LEG!V.'.! RECF:I VED 

A-~r1can Eobae sy, Chunek1ng 

secretary ot St ntc , ':at~h1nrton 

February ~. 19~ 5 (Rec 1d ll:Q2 a.~., 6th) 

NUMBERt 166 

corFID!!:t"l'I AL 

71 

Reference ia mede here t••1th to De nartmtnt• s ceble of January 4, 

no. 19. 

Although thlnltlng ttu!t Ohlted StateR GoverMent a~enc1ea should 

evo1d competitive pu.rcbenng nmont themoelveR end betveen them and 

the Uni ted Stnt•a Army, Adler t ully Of reee with the vlewe ot the De· 

pertment ae cone1deret1ona ot economy, emollneee or amou!lt.e involved 

e nd preeent statue or nef ot1Bt1ons ••lth r a t:'ard to rever se Lend·Leue 

all: re1ntorce the des1reb111 ty or cont inuing p r e,.ent practice or ti­

nenclng agencies' requirements by selling in the open msr~ et Un1ted 

StPt e11 currency. 

HURLEY 

-.· \ 
DC/L:VAG 2/1~/~5 
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GROUP 

Present: hlr . D. W. Bell 
1!r . Gaston 
Mr. White 
lfr , Haas 
Ur . O'Connell 
L'r . Slough 
lfr . Pehlc 
l 1r . Luxford 
1:r . DuBois 
~:r . t:cDonald 

H.M. JR: Charlie is not v.ell? 

February 5, 1945 
9 :~ a .m. 

MR. McOONALD: He is here, sir, but he is going out . 

HX . JR: Mr . Gaston? 
--;>: 

MR. GASTON : I have nothi~ 

H.li. JR: I read a little <!f t hat f ellow' s book, and 
what I read I liked. 

A!R. GASTOO : Did you? he is s very ready writer . 

H.ll. JR: If we take him on , how do we pay him, and 
how much? I haven't tried to figure that out st ell . 
\'.ill you take it up with the administrative office? 

lfR. GASTON : Yes, ye s . 

H . ~~ . JR: Has anybody read his book over the rteek end? 
• 

!..~ . <~LL : \'lha t is tlul t? 
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H.M.JR: \'hat is the man 's n8Jl.e? 

~ffi . GASTON : David Loth , 

H.M.JR: Do you fellows read his books? 

~ffi . ViHITE: No . 

MR. LUXFORD: No. 

MR. DuBOIS: No . The r ecommendations of Herbert 
Gaston and Eddie Bernstein are enough for me 

H.t .JR: Eddie who? 

!..'R. DuBOIS : Bernstein . 

MR. \'.'HITE: Does he know him? 

MR. DuBOIS : Yes , very well. 

MR. VIHITE : You weren ' t impressed with his books? 

H .... . JR: I Ylas impressed . 

A:R. LUXFORD: You have his recommendation, too, then . 

H.M. Jit: All right . You see what they are doing, 
Herbert ? 

MR. C.ASTON : I can't quite understand it, no . I am 
a little slow and dumb. 

MR. BELL: Monday morning is a little slow. 

H •• • JR: It doesn't work out . (Laughter) 

All right, what else? 

We have come to this thing--and I think we will do 
this last--this question of discussing the ABA report . 
Let' s go around the roam ; otherwi se we won't get anywhere 
this morning. 
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L!R. O ' C~NELL : Last week a letter was prepared for 
your signat ure to the Attorney General, t he purport of 
which was to ask the Attorney General whether they should 
go ahead and t ry the Chase ~ational case in Ne~ York. 
This has nothing to do witlo the ABA re~ort on Brett on 
Woods, but the lett er was prepared, and Dan asked me to 
bring i t up at this meet ing this morni ng. 

H. 1.' • .TR: Yes . \'Jell , I signed a let ter, but I didn ' t 
see Bell ' s initials on it . 

t!R. O ' CO~:"'ELL : You didn't sign tbis-­

H.!' . JR: I sent it to him, and--

l.'R. 0 ' CCt~'ELL: I knew you sent it to ~n, and Dan 
felt he ought to ta~e it up in t l is meeting. I don ' t 
think he thinks it should go out . Ve thi nk pretty stron~ly 
it shoul d. The case was ready for trial last summer--last 
August when the other defendants pled guilty. It was ad­
journ ed once, I think, at the request of the defendant , 
and t he Chase Bank, hut several times later it has been 
pu t off n:ore or less on the lllOti on--

H.M. JR : St op arguing . I gave Mr. Bell his half 
day in court, but unless he has some reason, I don ' t esk 
him to initial it. I v.ant the letter t o go. 

MR. BELL: That is all right . I don ' t know enough 
about the case--what l'.as behind it . I tnink that it was 
a minor infraction and that it is wrong to push it if the 
Foreign Funds and General ~ounsel f eel strongly about i t . 

I don ' t feel that I am a very--

H. M. JR : We wi ll do it O\•er the hee iis of Foreign 
Funds . 

MR. BE~L : I don ' t think t bat- -

H . A~ . JR : Will you tell V.'hite to wake up? 

J:R. V.11ITE: \',he t? 
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H.M.JR: I said •1e would send this letter to the 
Attorney General in spite of Foreign Funds . 

lfR. BEll : I think they would like to have you send 
it . ! want ed Joe to look into it end satisfy himself . 
Harry said he didn 't know whether it was an i mportant 
case or not . 

!.'R. 0 ' CO!JNELL: This esse may never be tried. 

l~It PELL: I ;,ouldn't send it in these times . 

UR. 0 ' CC!!NELL : Before the indictment \\as banded 
down the Attorney General was interested in it . he have 
got a good case, and the least we can co is say, "VIhy 
isn't this case being tried?" It may never be tried, 
u1 ind you ; it still may not be tried. A:aybe the U. S. 
Attorney will continue to f eather-bed the case; and if 
he does, there isn ' t a great deal we can do about it, but 
at least we can say to the Attorney General, "How about 

it'l" Trying it gives more substance to what Aldrich 
said at the time the indictu.ent was handed dovm, and you 
may remember r.e had the official recommendation from Aldrich 
and t he report v;as sent to the Attorney General as v.ell as 
the Secret!lry . 

(Secretary signs letter to the Attorney General, 
de ted February b, 1945. ) 

I:R. PELL : I have no objection to it at ell, no, eir . 
John followed the case rather closely. 

MR. PEHLE: J don't thin It it is a minor violation at 
all; it was done by the higher employees, not by the minor 
employees . 

l!JL 0 ' COKNELL: I have a recolll!l',enda ti on from the 
Commissioner of Internal Revenue for the appointment of 
Bill Sherwood, about whom I spoke to you t he other day, 
as Assistant Comn,issioner . I think it is a g ood sug­
gestion . Herber t has no objection to it . Every ~ord that 
I have had about the man is the very best . lie is an old 
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Bureau man, but I have no surr,estions for anyone from 
outside. 

H.l!. J R: V1ben Herbert said he hed no objection , he 
meant also--

!:R. GAST<Y.• : I don ' t know Sherwood very v.ell, but 
they tell me he is technically well qualiJied . I know 
he gets along ver~· nicely wi t h ~;une.n and he likes him 
very 1.ell . I don t see why he shouldn 't b"l e value ble 
man . The only ~uestion \r my mind would be ~nether you 
have an adequate substitute fo r Sherwood in his present 
j ob. 

HR. BLOrGH : Sherwood probably ;-:ouldn ' t s t ey in t hat 
present job too long, anywaJ . ne is gettir.g a bit old 
end tired. He v.as sort of broken dov.n during the o.aya 
when the Bureau we.s under reconstruction . If he can really 
give himself t o this job--I think he i~ s very eood men, a 
very able men, and he works very cooperatively . ~e have 
had only good con tacts wi th him so far as our off i'ce is 
concerned. He is a tax man. · 

MR. BELL : He probably has in mind this would be his 
last Government job. 

~~R . 0' r.QlNELL : They hao a little difficult;r i n 
persuading hin: t he t he ought to try i t . He does have one 

t hing none of his t op oeople ha•1e hed f or e long time . 
He is a tax man, technically 8 r ood income ta x man, and 
before r.hen we lu.d Harold Graves you had 8 Coillll.i ssioner 
and two Assistant ConJ.1issioners who were so- called admini­
strative men with no knowledge of taxes, and t hat v1e s a 
little top heavy on that siae . 

H.M. J R: Well, it i e . I am going to see 
three- t hirty an d have e talk wi t h him. See? 
is, they haven't been able to develop anybody 
to recommend. That is the trouble . 

him at 
'l'he trouble 
else for me 

IJR. 0' COOiffil.L : T don ' t knoll as that is true-- they 
haven't anyone else- - he is the best . 
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H,k,JR: Let me put it tne other ~ay 6round . 
haven't recommended anybouy els e, nor has anybooy 
Harold Graves said he was the best man . In fac t, 
he is the only man--

tffi . GASTON: Over there? 

H.LJR: Yes . 

You 
else . 
he says 

&ffi . O' CONNELL: I think he is all right in spi te of 
that . (Laughter) 

I!R. BELL: H0w about Cann, is he out? 

MR. O'CONNELL: No, that wouldn't make much sense . 

!..'R. BLOUCfH : Cann bas a very important job \',here he 
is now, and it seems there is no reason to move him . 

tlR. B~LL: P.e would ra ther stay there, anyway. 

I,!R , O' COON ELL: He has never indicated it to me , 
but the Commissioner said Norman isn't interested in the 
job. There are a number of reasons why . Assuming he is 
the best men available to that job of Assistant Commissioner, 
you ueve still got a pr~blem, the probl~ of r;lling the 
job which i s probably in many respects as L~portant as 
Assistant Co~issioner . 

H.M. JR: Aren ' t there two Assi stant C~issioners? 

MR. O'C~~ELL: The other is George Schoeneman, and 
he is an administrative llian . The other should be e tax 
man . When Harold Graves l'tas there it was necessary to 
have the Assistant C~runissioner rely on the tax people 
for all tax questions, because they didn 't know anything 
about them, and that was not good. 

That is all I have, air . 

MR. BLOUGH: The Joint Committee meets again tomorrow 
~orning, and we are for the first t~e bringing in some 
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of the suggestions which ~ere presented auring t ne cours e 
of the summer and fall, not as suggestions froot us , but 
as suggestions that were brought in . I think that thi s 
will open ui> the debate on taxes now for the first tiaae 
in the Comm1ttee, end I am going to be very curious to 
see bow they react to these suggesti ons that were brought 
in . I think t his is the . sort of opportunity to examine 
their state of mind without having mede any recomn.endations . 
I would like very much, if possible, t o have e f ew minutes 
with you this week on the tax problem and where we ought 
to be going f rom here . 

H. • .• JR: \.hen is this meeting tomorrow? 

~'R. BLOUGH: The meeting l anorrow i s at t en . 

H.II. Jft: Do you v1ant it before that? 

MR. BLOUGH : I don ' t t hink so . 

H. 1.1 . JR: How long will that meeting last? 

MR. BLOUflH: Two hours , f'r0111 ten to helve . 

H.H. JR: Will three o'clock tomorrow suit you? 

UR. BLOUGH : Xes . I tnink you will find 
right . We have been pretty careful about it . 
a reporting job. 

it is all 
I t is just 

H.U.JR: Do you want to be here when Roy comes? 

MR. O' CONNELL : Yes . 

H.\~ .JR: Vihat else, Roy.? I 8.Jil putting you down for 
an hour. 

MR. !LOUGH : 'l'ba t is all . 

H.l'. JR: George? 

liR. HAAS: You will notice that the two and one-half 
percent area in the bond market has gone up rather sharply. 
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It will probably be impractical to use the two and a 
half's in the next drive . I f the market stays tba t way, 
the are11 there t.ill be flat , and ~ow far you can extend 
the two and a half ' s-- there is nothing to be ga ined by 
t he Treasury by putting one out under t hose condi tions . 

H.M. JR: I have a suggestion to make which way be 
cockeyed, but let ' s explore it. \'iitb tflis stuff going 
the Vlay it is, v.ha t is the ~ossi bility of letting some 
of this stuff run off that 1s going to matu!'e in February; 
for example, the seven- eighths, you see--pay them off? 

MR. BELL : !.!arch 1. \'1e have e ninety- dey note 
me turing March 1 which is t he sa!lle thing as a one-year 
certificate . 

H.!I, JR: How much? 

MR. FELL : Two billion, one, I t hink. 

H.!!. JR: V•hat is the possibility of getting out a 
pi ece of paper t ha t Y1oul d be good for the banks? I VIas 
t hinking of a one and three-quarter s percent bond, 

l!R. HAAS : Ob, we think that is too hi gh er ate . 

H.' ' . JR: i.'hatever the rate is--! mean, do some bank 
financing now. 

~. HJI.l.S : ~lost of the people, l~ . Secretary, t uink 
tbet in view of the bank earning si tuation seven-ei rhths 
or bills are what they should have, and that would be 
just turning those t hings over . 

H.1i. JR: I know. Just think about it a little . 

MR. HAAS : Yes . 

"'l) 

H.~ .. JR: I lllean, getting t ha t thing behind us before 
we go into the drive, and then just maybe for the banks and 
insurance companies, or open to anybody if they \,ant it. 
Get that behind us now, and then just concentrate on 
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individuals when we go in t o the Seventh \.ar Loan . 

lt.R. HASS : We will explore that . 

MH. BELL: Not corporations? 

H.M. JR: Anybody . Open i t up . 

MR . BELL : You mean open to the public·? 

H.lr. JR: Have a public offer ing, and let anybody 
have i t who wants it; get that · ehind us and coccPntrate 
in the Seventh l'lar Loan j ust on individual!; , 

~'R. PELL: \''e contelltplate a month ' s concentration 
on indi viduals, from t he 14th to June 15, and having 
corporations from t he 18th to the 23rd, whi ch would be 
the week following. 

l! . l' . J R: Gambl e has t alr.ec:l about three months . 

I.:R. BFLL : Yes, if you went to make the seven billion . 
Galllble want s to begin ihc l~t of April. Of course, he 
ctakes five or six hundred million r i ght there b,l' t aking 
in the ~onth of April, so his goal is real l y six, four , 
or five, 

H.1.' . JR: Concentratin~ on i ndi vi duels ought to be 
very helpful on inflation 1f or. the 1st of ~pril t hey talk 
about savings end this tremendou s su,ount -:>! publicity 
goes out . 

MR. HAAS : I t hink we ought t o explor e all t he angl es , 
I wish you woul d. give us an out . He has got one . 

H.!!. JR: I will give it t o anybody who asks f or i t 
if he asks for. it in tim e. 

Am. HAAS : There is no pa rticular hurry about it , 

MR. RELL: We were going to see you t oday on eavings 
bonds . 

"1 
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H.!'. JR: I hope you ue soing to do that right after 
this meeting. 

!!fl .• HAAS : There is only one other thins . 

H.M.JR: I was just thinking we ought to get corpora tiona, 
banks, and big boys out of the way, and then start the 
1st of April to concentrate on individuals from then until 
the 1st of July; have the country flooded with this publicity 
and concentrate on them. 

Mk. BELL: The trouble is, if you take a big ~>mount 
from your corporations, it kind of overshadows your indivi ­
dual drive and--

H.!.'. JR: You would have an offering arouncl the lst 
of &arch. Have it open for three days and then you would 
be finished and nobody would pay any at ten ti on to it . 

!.:R. flELL: If you make it small enough, I don ' t 
think it affects the individual drive. If you make it 
seven or ei ght billion dollars, I think it has an eff ect 
on the individual drive , 

H.:l . JR: I don ' t think 11e ought to have such big 
balances . 

!JR. BELL: If you want drives more often, that is the 
way to get the current money, have individual drives more 
often . But your field forces are tired after they go 
through a drive, and they went to rest . 

H.M.JR: If t hey had a drive for individuals fo r 
April and May, you are t hrough in June, 

MR. BELL: And then have another in Sept ember, Octob er , 
and November . 

H.lJ . JR: Yes . 

MR. BELL: You are really hitt ing the current income 
then as it comes along, and you are giving the people three 
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months- -you are giving thea, si x pay days in most 
to buy bonds . Over six pay days they can buy en 
bond· besides their payroll deduction. 

cases 
extra 

H . ~!.JR: I don' t want to do it with the banks, but 
the thought the t is running through my mind is, i1 we 
need money, get the big money out of the way before the 
drive, and then con centra te on the drive , 

MR. HIAS : I think the deteruini ng factor there is 
~.ore risky than t he other \\BY . You have t he Reserve 
thing t hat is held dovm rather t ight nov, and there 
is considerably more r jsk . 

H.L.ffi: v.'ell , thin.< about it. Suppose we were going 
to do it . Talk to your boys about i t. Say, " ... r . Uorgenthau 
is interesteo in the possibility of doi ng the corporations 
and banks before . Hov1 is the cheapest way t o do it?" 

way 
way . 

MR. IUAS : ~ es. 11e "ill go through t hP. 1vnole business . 

H.tt , JR: I don't know, whichever way is the cheapest 
to do it ar<>und the firs t of Mar ch , Get it out of th e 

If we need any mone.t--

l!R. 'iELL: VIe Mn ' t need any money in h.arch, but we 
v.ill need i t , certainly, by t he end of .Me;, . 

H.>.' . JR: I don 't understand it . Have e lool( at it . 

MR. HAAS: Yes, Y:e will have a look at it . 

H. M. JR: And, George, Bell told me about the meeting. 
I asked Mr . Bell to talk to Krug and get a f resh picture on 
wha t is going to happen on production when the v.er is over 
in Germany . I Vlould like to f ollow t hat at least once a 
month. If wha t Krug says turns out to be a f act, tha t 
wil l make e fun damen t al chanee in the whole business . 

A~. BLOrGH: I picked up my ears at that . 

l.'R. HAAS : \',ba t he said was the feet tha t t he Germans 
have acquired co much t ime before they collapsed. he said 
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if Germany collapsed today 1 because of the advanced phase 
that the Japanese war i s now in , that expenditures for 
the calendar year 194& would be at the present current 
level . He said if Germany continues in the war, it will 
mean t hat. Is this right, ~n? 

MR. BE.LL : If they continue five or six months . 

MR. HAAS : If they continue in the war, then 
expendi ture~ have to go up, and when Germany goes out, 
he says t hat probably the,v would be running around, 
according to what they calculate on their price i ndex, 
say 1 fran five billion a month, and 1'1ould get up to ei x 
or a little over . Th.at would be as high as i t would get, 
probabl~ depending on manpower arrangements, end so forth. 
I t may be s1x billion a month on the besis of their cal ­
culations, and when Germany goes out, it would drop back 
to current levels to continue the Japanese war, end if the 
Japanses war is still on in 1946, it would continue at 

() that level . ThRt is a very fundamental change . 

o . 

P.. . J.!. JR: Y0u ought to he over t here once a month, 
George . 

MR . HAAS : I made arrangements to be over there once 
a week, but they don ' t know anything . They are just guessing. 

1!R. lEU. : They are wei ting on a progr8lll f r an the Army. 

MR. WHITE : It sounds like a horse laugh t o n.e . I am 
skeptical. 

MR. BLOUGH: So am I . 

H.l!. JR: At least, those are t he fellows doing the 
planning. 

MR. ~HITE : And you have to go away, they say. 

H,!l ,JR: You have to find out whs t i s in their 
mind, and here we are, si tting here; one minute they say 
they are going to out war production forty percent, and 
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then they say it is goine t o bold at the present level . 
I read the stuff in the ~~11 Street Journal , and 1 t hink 
we might as well get it straight , v1hat these f ellows are 
thinking. 

tm. BELL : Production levels run five and one-half 
billion , and if the war· had ended last fall as everybody 
expected , you would have seen i t drop from that level 
to something below five . Now the Jap 11ar has increased 
in intensity and made it more. necessary, if the German 

,.,r 
J 

~ar goes on , to increase that production over six billion 
dollars; and if the Gerrnan Ylar go es on , it will have to 
stay up above six billion . 1f the German 1·.ar ends , i t 
will droo back to between five and fi ve and a half , t he 
present level. ~· here is another important thi n£ in this 
picture, and that has been announced in the papers , that 
the European equi pment is not goin£ to be taken to the 
Orient . They are going t o t ake absolutely new equipment . 
Krug told us that . Again, thut means a double expenditure . 
That v1as in the paper Thursday or Friday. 

Lffi. BLOUGH: That, l think, is the real thing that 
will keep up the expenditures . 

l.llt, BELL: It seems to me to be a Vlaste of money. 

~R. o • co~mELL : Couldn ' t they use some of t he equipment 
that would be left over? 

J.~ . PE!ill : a lot of it is obsolete . 

Mlt. BELL: Certainly they could move some of it . 

MR. HAAS: It is probably difficult to load . 

H.M.J R: I think it is smart. 

UR. PEHLE : I think so , too . They will finish the 
war much faster i f they take over new equipment from here 
and not try to rehabilitate . 

li .M.JR: They pt•obably need different kinds of equip­
ment. 

m<. BELL: They will need trucks and bulldozers v.hich 
they already have . 
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A.'R. \',hi'fE: They might take the artillery . 

H.l!. JR : Anything else? 

MR. HAAS: 'ina t is all . 

H.M. JR: How are the two Herbert ' s getting along on 
the hearing? 

t.m. PEHLE: One Herbert is coming all ri ght , but the 
other is getting smeared a little . 

t!R. GASTOO : I am afraid my old pal has kind oi'-­

MR. PEHLE: They are trying to protect Mr . Sv.ope, 
but nevertheless, the press is ~ore and more- -

MH. GASTON : They are trying to protect Jesse, too, 
aren't they? He is Chairman of the Boerd of Defense 
Plants, and the testimony up there Y1as thet the minor 
officials were over- ri dd en on t his , and that the Board 
instructed them to--

1~ . PEl~E: They have been using the technique of 
hol ding beck the answer as to who is really responsible . 

H.l' .JR: Does r ead do that '? 

UR. PEHLE : They have been using the technique of 
increasing t he interest by holding back, and probably by 
tomorrow or the next day there \\ill be a disclosure as to 
who is responsible, ana the~ v.ill probably pin it on Husband 
or Clay, or any one of those people. Dick Durham--! don 't 
know whether you have heard of h1m--is going to go up 
tomorrow. He was, as I get it by hearsey, brought here by 
Chip Robert s, end when Chip Roberts left, he v1as a clerk 
in the Legal Division a little while, ' a very short time . 
'lhen he went with the Democratic National Committee for a 
while . I can remernber his phoning me a couple of' times . 

!~R. GAS TOO : He was with the Committee for several years . 

MR. PERLE: And now he is head of an auctioneering 
finr., and he undoubtedly made ell sorts of statements as 
to who he could reach end who he couldn ' t reach . He is 
going to be on the stand tomorro~ . 
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At least if t he:•e are any lessons we can learn 
side , I am sure you don ' t have t o be hit over 

Mk. PEHLE : It is a very valuable expe rience, and so 
f ar v.e have been very mch in the clear . Now , the Co=ittee 
probably is just goin!; to come out v.ith a recom:nendati on 
that everybody have strong investigative staffs , because 

~ 

I 

the L.ommittee , 11hen it went into this , felt t hey could 
recommend some changes in procedure to preven t the thing 
f rom happening, but now t hey decide the only thing they can 
do is investigate f raud when it comes up . If you agree , I 
would like to put out a press release indicat ing the set up 
of an investigative staff in t'rocurement , whi ch is agreeabl e 
t o Elmer Irey . It would handle our side of t he investigations . 
The field side is what Elmer is doing . 

1.m. GASTOU : I don ' t see why we should have such a 
divi sion in the Procurement Division . i.e don ' t handle 
it in that way in other branches . We have a s pecial division 
under Irey that works under any departmen t . They do character 
investigation , and so forth , and we have other investigative 
agencies we can assign. It doesn ' t seem to me it is necessary 
t o have one in Procurement . 

H.IA. JK: This is strictly he rbert tiaston' s business . 

Mk. PEHLE : It is mine, too , because any scandal on 
this l am going to have t o be responsi ble f or . 

H.M.JR: But we haven ' t had any scandal in the Treasury 
in twel ve years . 

I.U<. PEHLE: There will be fraud in the field , I assure 
you . 

H.l.f . Jk: May I suggest llhen this is ove r you have a 
talk with berbert . 

!JR. PEHLE: I think I would like to. There is nothing 
here t hat is inconsistent . ~e can have it out . 

• 
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H.ll. JR: Have a talk, and if the two of you don' t 
come to an understanding, come to me. 

llR. GASTON: ~~at I would like to do is say Secretary 
Morgenthau has assiened a special divi sion of the Treasury 
Invest igative Staff·-

MH. P1HLE ; That is entirely agreeable to me , too. 

R.!A. Jk: Talk with Herbert . 

MR. PEIU.E: We will work something out , I am sure. 

H.U. JR: Will you do that? 

MR. PEIU.E : Right . The other thing is following the 
meeting 1·;i th General Rudenko, this move to take this stuff 
away from the refineries again started up, and the Badger 
Company got word from the Sinclair· Oil peopl e that they had 
been assigned the two Houdry Units , so I called Oscar Cox 
and reminded him of that statement and reminded him he said 
he would fight that , and he said he would . 

H .M. JR: Going back t o Crowley, he told me tie would 
fi x them up with a higher priority . 

1.m. PEIU.E : Yes . 

H.tl .JR; What else'? 

llR. PERLE; That's all . 

H.M. Jh: This comes under the heading of gossip, but 
I thought it was very interesting . I had dinner Saturday 
night at Acheson ' s , and he had Senator .Fulbright from 
Arkansas , Senator Burton f r om Ohio, and Congressman Vorys 
f r om Ohio , · and after dinner they got to kidding Dean on 
account of being legislative representative, and they said, 
"Ylhen you used to come up, and you were in Charge of UNRRA 
we fe l t, well you were sort of sparing us a f ew minutes , 
and we hated t t- taice you away from UNRRA and the other 
important tasks you were doing, and labeling you as 
legislative representative /it hurt you and made you much 
less effective on the Hill." 
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MR. LUXFORD: I think that ' s right . 

H.I.I .JR: And they were bein& sincere. You might think 
it over. I mean, you are General Counsel of the Treasury 
and you can spare a few minutes to go up on the Hi ll, but 
it is not good to have you tagged as the legislative fellow . 

MR. O' CONNELL: I have never been tagged that--the same 
way Dean has . I go down to the Hill possibly less often 
than Dean, and when I go down, l ~o dov.n as General Counsel, 
and I think in operation I am not in the dif ficulty Dean 
is in at the moment . 

H.M. JR: These fellows are f r i ends and t hey were lalkiog 
and I thought it made sense. I mean t hat doesn't in any ~ay 
change your worth, but you are going up the re as General 
Counsel and not--

MR. O' CONNELL: That ' s the way I have done so ia1•1 

and I think it's a eood idea to keep it t hat v.·ay. 

H.M.JR: And if Luxford will remind me--he wanted to 
let him knov;. He ,.,ould give us the names of some Congressmen 
I should have ove1• for lunch some day with him--if you vlill 
remind me- -he said he would like to bring some of them over 
to get acquainted . 

MR. LUXFORD : That is Dean--

H.:L. JH: To have lunch 1\ith me . ~ile we are at it, 
if you don't mind, he asked i f we had our witnesses lined 
up? 

MR. \JiiTE: We have lined up a number of thern. We will 
line up more when we see what form it takes . It won ' t take 
long. 

H.M. JR: His wo r ries are our worries . He is being very 
sincere about it . 

l.llt. 0' OONliELL : Dean fee l s we can go further v;ith a 
little advanced plannine on the hearings . I think he thinks 
we ought to, before the bil l is introduced , at least have a 
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pretty definite idea as to ~ho is going to testify on our 
side, and even be prepared to l·.ork with them . 

H. ll . JR: You mean coach them? 

MR. O' CONNELL: Prepare statements for them. 

l.lR. i.l:t!TE : Vte l'1ere in touch v- ith a number of them 
who are lined u~ to testify and we have informed them 
that we would glVe them at "least a Mek' s notice ana they 
would come down here and we Y/Ould have some discussions 
with them, but we hesitated to go into greater detail 
because Yle may not want many 1\itnesses and r,e don 't know 
how those witnesses will do. It depends on the witnesses 
the other side brines up and there is no difficulty of 
gettine witnesses if \",e have a r1eek' s notice. 

"0 

Mlt. 0 ' CONNELL: You may not have a week. Certainly 
after the hearings start , but even after the bill is in­
troduced you may find yourself in a position where the 
Conuni ttee will say, "We are ready to start hearings tomorrow, " 
and if we can be prepared and be prepared to move--

MR. \'.HITE : We are certainly prepared for the first 
week of hearings . 

h.J! . JR: I would like to have the President's Messar e 
go up this week . I have reasons for it . 

t!R. LIJXFORD : t!ay .1. coJTJnent on that? I think there is 
a good chance that "'e can have it c~eared up by Saturday 
afternoon completely voith the Legislative Counsel. l'oday 
he Ylill send the document over to ~pen"ce . There are hlo 
difficulties; one is that Dean felt that we should co up ''ith 
him at the time that we transmit this document to Spence and 
get Wagner in there , too , and discuss the financing section , 
and see i f we can ' t reach an understanding. Both State and 
we are in agreement on the financing section, but there are 
alternatives, and Dean feels t he one without the appropria­
tion is preferable tactically, and in our discussions 
with the Legislative Counsel he was quite sympathetic 
to that technique, and that is the first step, 
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~ust to r et them to f ocus on T.hich one they want to eo 
1n the bill . It shouldn' t take very much time because 
it has been drafted . 

"1 

(The Secretary leaves the conference temporarily . ) 

H.H. JR: ioell , anyY~ay I am not going to v.orr:r too 
much about this . For reasons I don' t want to go 1nto I 
would like to see the President' s Message go up this v1eek . 

LOt. LU XFOrm: I wan t them to give you the second 
probJ.em which is the real problem. Tne hoard of Governors 
are insistent upon raising the que stion of governing this 
by a board :set up by statute . We have discussed it at 
length . ~e cannot keep t his from doint that . They are 
willing to have us put i.t this v.ay , but the last thing 
Saturday Szymczak told me he 1anted to be able to go up 
and talk to ~agner and Spence and argue the merits of the 
Board in the legislation before a bill is introduced . 

H.M. JH: Let him go up . 

hllt. LUXFOHD : That ' s going to delay matter s . 

H.H. Jlt: You tell these people that he can have his 
day in Court just the way we had it . I am not coing t o 
call a special meeting to give Acheson his day 1n Court - ­
you see them first . 

l.!R . LUXFOIID : Mr . Secretary, I would still say this is 
a very popular concept with Congres s proposing--find it is 
the ki nd of thing that may lead us into delay in this legisla­
tion , and I think that 11Hh the Committee that has been set 
up by the President on legislation and strategy, there ought 
to be strategy, and either decide as a group whether you 
want that technique or not, but there should be an adminis­
trative point of view on that . 

H.M.JR: Do ·you want me to try to get them down 
v.edne sday f or lunch? 

!.!R. 0' CONNEll: You mean t he same group you had a week 
or so ago? 
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MR. LUXFORD : I don 't think that will do . 

~. ?EHLE : You want the Administrat ion group? 

MR. LUXFORD : I think this Committee, you , Smith, and 
State should pas~ on strategy . 

tUt. o• Cul\'NELL: You can I t tell those boys about the 
existence of t hat Committee . 

MR. LUXFORD : I'll do my best to bring \'1agner and 
Spence around, but nobody can guarantee that . It ' s t oo 
~opular . That is what the banke rs are suggest ing. It 
1s a popula r i dea. hven Kilgore suggested somethinP like 
that . 

!.11<. 0' CONNELL: \\e ought to be able to persuade Spence 
and \'1agner that it should not be in this l egislation. After 
all, the Kilgore bill involved a Committee which would handle 
a lot of other policy matters in the fo1•eign field as 
advisory t o the President other than Bretton Woods . This 
is specific legislat ion on one of a number of interesting 
problems . 

H.M.JR: Are you worried if he goes up there? 

MR. 0 ' COl'·mELL: I am not as worried as u.tXford , but 
I think we ought to go t o Spence and Wagner and sa~ '!et 1 s 
see i f we can ' t agree on the bi l l and introduce it by the 
end of the week .'1 Get a special message aown there . Eccles 
may go doTtn and talk to theJd, but I don't think we need--

H.M.Jit: I think Spence will do pretty IID.lCh what I 
ask him to do . 

!!Jt. LUXFORD: The difficulty 1\ith Spence is one of 
making a decision . 

H.M.JR: Look, if you are worried, ! will ask Spence 
and ~agner if they will drop in here Tuesday or Wednesday 
morning . I will be glad to arrange i t . 
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UR. LUXFORD: Let me see r.hat happens today . I will 
go up and talk to them. 

Mk. • .• HITE: If you don't get results today, we will 
get them down here on Tuesday. The Board will be pretty 
adamant on it. First, they are afraid they are being 
squeezed out, there is some reason we don' t want to name 
them in the bill and they won ' t let it go easily. 

H.M. Jk: If you 
fellov.s and Spence . 
fellows first , 

are worried, I will talk to you 
! suppose I ~ill have to see you 

lHt. UIXFOkD : All right. 

llk. BELL: You couldn't keep Eccles from suggesting 
a Hoard when he testifies anyway, even if you had an 
agreement before hand. 

Mh. O' CONNELL: I was hoping we could get him from 
having it in the bill. You can 't get Eccles f rom talking 
about ever;lthing under the sun . 

Mk. BELL: He will get it in there somehow. 

H.M.JR: He doesn ' t care about Ad~nistration . He 
is outside . 

"3 

MR. LUX.~RD: He doesn ' t regard himself as outside . 

MR. BELL: He agrees what position he v.ants to take . 

l.l!t. \'Jli'!'E : lie will unquestionably r.aise the issue one 
way or another after the bill is presented , and it is better 
to have him satisfied before . 

H.U. JR : I want this thing to go up not later than 
Friday. 

MR. LUXFOHD: I think it is perfectly feasible even 
sooner • 
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H.!I. J R: It has to go. How far did I get? Joe ? 

MR. O' CONNELL: I have nothing else . 

"'4 

lift. \'IHITE : You wanted this speech of Gr eVI ' s on France 
t o discuss . 

H. M. JR: No , not now. 

lffi. t ,HITE: \\e received a repl y from your l etter t o 
Ickes on your offer f or assis t ance , and al so your list of 
names to be investigated , and Ickes' reply is very nice . 

H.M.JR: In regard t o what? 

Lilt. \iHITE : Philippine collaborators . Ickes ' reply 
is very nice, indeed . He wants t o t ake advantage of every 
assistance v1e can give him on taxes , and so forth . he 
asks for your advice on something on which ' 'e will prepare 
a draft of a reply for your signature . 

h. L! . Jlt: 'lt'ha t else? 

MR. f,HITE: Do you want to raise the question of the 
ABA report? 

H.1!. JR: I will do that last . Some are not interested 
and 1 don ' t believe in t ying anybody up. 1 l'lill do that 
last . 

Mr . Luxford? 

tffi . LUXFORD : That is all I have . 

H .~I . Jii. : That chair Luxford naturally fits into . I 
wonder if you coul d take it up and get t hose kind of chairs 
in bl ue l eather t o fit into the room, see? 

MR. LUXFORD : The chairs Sullivan had1 1\er en ' t they 
blue ? 
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!Ut. llcDONALD: I aon' t think so. 

H.M.JR: I don ' t know how much influence we have at 
Procurement but --

MR. PEHLE : I could see the arrows coming across here 
now. 

H.M.JR: If you don ' t like the chair you are sitting 
in--

.MJ(. PEHLE: Ho , I don't . \'1e \\ill certainly try, 
wr. Secretary . 

H.U. Jk: Get them in blue to match the rest of the 
blue in the room. 

Mit. PEHLE : We might have to take them out of Cliff 
track' s office . 

H.M.JR: Has he got blue? 

lA]{. PEHLE : He has quite a collection . 

l.{R. •.lUTE: Maybe he v.ould like the tan ones . 

H.1~ . JR : That is a stock chair, they tell me . 

?AR. PEHLt: : You will give me a note, won't you? 

Lffi . McOONALD: rtight . 

H.U.J R: about nine? 

MR. UcOONALD : About nine . Do you want to replace 
this one ? 

H . ~ . JR: No. Nine is right . 

MR. LUXFORD: How about Gamble? He bet t er get i n 
here early • 
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MH. ~ELL : Mr . 0 ' Connell , ~h· . Delano, ana I are prepared 
to talk to you about Eccles ' holding company bill. ~olr . 
Ransom came to see me ~aturday night late and said that be 
was a little worried about the whole t hing, but in view of 
his position in 1939, I think it ~as , he sat here and agreed 
with you . So he has talked to l.!arriner about put tine in 
the bill a provision which r.ould require t he Federal heserve 
Board t o report withi n five years t o the ~ong ress as to what 
should be done , what chane es snould be made . l sai~'~f 
course you don't need a provision like that. They are 
supposed to make an annual l'eport anyllay . " he said this would 
require them to make a specific r•eport ano it satisfies him 
that there ought to be a death sentence because he said 
you get some experience and in f ive yea rs make a re port 
on it . 

H.M. J k: Did you hear what I tolo Crowley about this? 
I thought that v.as a good way to get a leak , but it didn 't 
work. (Laughter) 

MR. PEHLE: You should have told uscar Cox . 

J.!k. LUXFOhD: You di an' t tell his s taff. 

~lk. BELL: t..ccles called me late Saturday nit:hl , and 
he said he hoped you would not make up your mind until 
he nad his day in Court . ':1hat he 1.ants., apparently, is to 
intTOduce this bill . He doesn ' t care whether Congress 
gives i t immediate consideration, but he wants the 
psychological ef fect the introduction of the bill will 
give him. 

H. M. J k: The way I feel this morning, Mr . bell , I 
don't know. He had a bill which Crodey and I agreed on 
and l took and and asked t he r resident to say s~~ething--

l.lli. 0' CONNElL: Llr . Glasset, was in on it, 

Mit. BliLL: That was the Death Sentence Bill, 1::141. 

H . I~ . Jk. : It goes back earlie r than that • 
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MR. BELL: Senator Ulass introduced it . 

H.Ll . Jlt: 'l'he way I feel this morn'ing- - this business 
of the ABA--let me talk a minute . I t is different from 
this Jones business and all the rest of this . I go back 
to Jack Garner--the one thing Jack Uarner would pound 
right straight along 11as fifty men in this country who 
ran this country , this GD Administration , ViOuldn ' t do 
anything about it , anci he v.as absolutely rir;ht, end 1e 
haven't done anything about it . 

Now, I don't have any fight as far as the Bank of 
America and the Treasury are concerned in ~a r Bonds . 
They 81'e doing that thinr all rieht , but if l',e are 
goin~ to go after the thing thut Lccles sits here and 
is so worried about , the Giannini Empire--the Giannini 
Empire was offered to Mr . Jones t o head and all the rest 
of the stuff--and if we ure going to do it, 1 am not 
goi ng to do it the Eccles v1ay because I think the !:;coles 
chain banks i n Utah and Idaho are just as bad as any 
other, and they are just as bad as anybody else ' s . And 
it isn ' t luck or accident that the Giannini empire never 
went into those two States . He re is a little empire the 
Eccles fa.mily carried off for themselves and Giannini stays 
out of that . 

Uh. BELL: He is in Nevada . 

H.M.JR: I said Ioaho and Utah . 

JAH. GASTON : He has all of Nevada. 

H.M,JR: There a1•e only two states and he keeps out 
of those and Eccles ' home is in Idaho . 

MR. LUXFORD : Utah . 
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H.M. JR: No, that is just the point. He lives in 
a hotel he owns. 

MR. BELL: It i s a town north qf Salt Lake City. 

MR. GASTON: Twin Falls? 

H.M. JR : No. It is a big town. What is it? Well, 
anyway, the way I feel right now, this morning, is that 
I won't get any help any place unless it is from the 
President , but if I am going to go into this fight, I 
am not going to recede from the position I was in i n 
1939. That is the way I feel this morning. I am mad, see? 
I would just like to tell Mr. Eccles, "I'll ~lay vlith you, 
but I'll play with you on the basis of 1939. 

I am not going to be mealy-mouthed. Yo~ know what he 
wants to do. This is the situation. I had Mario Giannini 
in here , finally, after he had sent all the lawyers to come 
in, and finally he came himself. He came al one, and from 
that day on things were all right, because we had no com­
plaints from the Comptroller' s Office or anything else , but 
the Federal Reserve, you see? In fooling around with them, 
they have just put it off, is that right? . They have gone 
out through Transamerica and bought back in the face of 
the char ters which have been refused to them by the Federal 
Reserve, not by us . 

MR. BELL : Some kind of voting permits. 

H.M.JR: Well, they are something, and he has a 
bill which starts in 1941, and it i s so obviously directed 
at Giannini, and it will also take away sane of the Treasury 
functions, won't it? 

MR. O'CONNELL: That is not very important , but whether 
his bill is a freezing bill which permits the Federal 
Reserve Bank with a great deal of discretion to control 
operators of holding companies- -we were always in favor 
of a bill having a death sentence in it, and during the 
years make it impossible-- just abolish bank holding companies. 

H.M.JR: The one I went to Carter Glass on--1 wish 
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you would dust this off--the President 1vas in on this in 10 me way. 

AIR. 0' CONNELL: His Monopoly Message in 1938 had 
in it a section devoted to bank holding companies and sug­
gested the desirability of abolishing them. 

MR. BELL: That is what our bill is based on. 

H.M. JR : I am not going to trade 17ith Mar riner. Is 
Ransom more in my corner? 

NR. BELL: He was in 1939 in the death sentence, and he was i n favor of 310 , and he was on the committee which 
wrote that section in the President ' s Monopoly .Message, and the Board didn' t like his stand at that time , or the stand he took in this room, but he says he has been 
intere sted in these holdin~ companies for a long time, and he couldn't change his pos1tion, but he said something should be done. He didn't feel 5-310 could get through 
Congress . You have some good holding companies in the country, and they are a strong pressure group, but he feels if this bill could be introduced with some ~revision to require a definite report and a recommendatlon that after five years' ~xperience your bill required a death sentence 
after five years , he thinks it is a step forward. 

H.M. JR: But Marriner was frank·enough to say the bill he is advocating he wanted to just drop in the hopper . He 
didn't know whether he wanted to get it through or not. 

UR. BELL: Yes, he said he wanted to drop it in the hopper and wait until Bretton 7/oods is out of the way, but it would do him a lot of good from a psychological angle if it were on the calendar. 

H.M. JR: I would rather drop 310 in the hopper. 

UR. O' CONNELL: I don' t think there is much chance of either being considered this year. 

H.V. JR: If I am going to do something, I would rather 
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do ' 39 with the death sentence. 

MR. O' CONNELL : You remember la st fall t he predecessor 
of thi s bill was given to Wright Patman, and he wa s going 
to introduce it , and you had me go down ~nd tell Patman 
not to introduce the bill because of the position you had 
always taken and you still wanted a death sentence, and 
th~t bill did not go that far? 

H.M. JR: Morgenthau i s good! 

1!R. O' CONNELL : You told me to go down and tell him 
that , but in any event you said, "Don' t intr oduce any bill 
at t his point . Wai t unt il the new Congress comes i n. " 
You said that if it was introduced, r ou 110uld be obliged 
to say the bill did not go far enough and you could not 
support t he bill. 

H. l.l. JR: He comes here and tells me all the .naughty 
things Transamerica has done , and it seems to me tha£ 
310 is more in that thing than it ever was . 

MR. O' CONNELL : Our posit ion is as good as it ever 
was. 

H.M. JR: 
looks better. 
of FDIC be? 

As Transamerica becomes wor se, our position 
Now, ~ere would Crowley's General Counsel 

MR. O' CONNELL: He will be wi th us. I talked to him 
Saturday. 

H.>.t. JR: •How about Crowley? 

KR. O ' CO~~ELL: He will go along with anything Brown 
will, because I talked to him first , and he told me to call 
Brown. 

H.Y. JR: That is the way I feel today. 

MR. BEll: The Bank of America has been very cooperative 
with us since our conferences of 1940, and they have lived 
up to the memorandum which they signed. Nevertheless, they 
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got around our edict that there will no more branches . 
We have set branches at four hundred ninety- six, and we 
haven ' t deviated from that , but Transamerica Holding Company 
has bought fifteen or twenty banks which are a part of their 
empire , not in name , but part of the Bank of America . 

MR. GASTON: The holding company thing is much worse 
than the bank thing. 

MR. BEll : The Bank of America is a good bank. It 
is a money-maker. 

H.U. Ja: I am tel ling you how I feel this morning, 
but ware to go from there, you boys can think it over. 
That is, I hadavery light breakfast, too. I am tired. 
I am -.vorn out. 

MR. BEll : i'le are all that way. 

0 H.M. JR: I am still for 310 . If I am going to fight , 
I am ~oing to fight on a good front , and I am in a better 
posit1on fighting for 310 than for Eccles ! plan. 

0 

MR. BEll : The objective of 310 is all right . Maybe 
the period is a little short --five years for death sentence~~ 
some of the better holdin~ companies . You've got some good 
ones . The one in the northwest saved the northwest in 1943. 

H.U. JR: No, no. How about it, Herbert? Are you going 
to give in? They didn' t save it. Farm Credit--

MR. GASTON: They' ve got a good strong chain--a couple 
of them. 

R.M. JR: Row could they save the northwest when we 
put the mortgages i n there and literally took North Dakota 
out of hock--and Minnesota? The governor of Minnesota, 
what was his name? Floyd Olson said, "Henry, b\Q' yourself 
a gun. I ' ll give you a far.m. Keep it as long aa you want. 
It won' t cost you a nickel as long as you' ve got some am­
munition. • 

~ BELL: If those banks had been independent banks, 
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they would have been closed. 

H.M.JR: 'ttl th Floyd Olson there and l.!lnnesota and 
No rth Dakota in the shape they ~ere in in 1933 . 

MH . BELL : It was probabl y the same thing in New 
York, and if it weren ' t for the holding companies , if 
they had been independent , most of them Muld have been 
closed . 

1 2 

t.Ut. GASTON: If t hey had had a lot of independent 
banks , probably t he situation \'IOuld have been worse in the 
northwest , but they ~eren• t pulling busines s or f arms out 
of t he hole . 

~.!R. PERLE: How close di d the Bank of America come to 
going under? 

H.M. JR : That is a long story . The Federal heserve 
Bank r ecommended that they should close, and as I got 
the story, Mr . Woodin kept them from cl osing. 

Lffi. PEHLE : But they v.e re in bad shape . 

H.M.Jk: Very bad shape, and f r om that day on Giannini 
felt he ov.ned the Treasury . 

Lffi . \ ,UITE: V.hat holdin& company saved them? 

Mh. PEHLE: ~elkin holding Company . 

H.M.JR: That' s the story as I get i t . 

J.ffi. BELL: I don' t know. I know there was a feeling 
around here that it should have been closed . 

H.A! . JR: The Federal lteset·ve in San Francisco is on 
record that t hey should have been closed . 

MR. BELL: That they should have been closed? 

H. IJ.JR: Yes . 
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I!H. O' CONNELL : One difficulty I have with Eccles ' 
legislation is t hat the Federal Reserve Board is the Board 
to administrate legislation . It is regulatory l eeislation 
11ith discretion in Federal Heser•ve Board and what would be 
done under it is a matter f or speculat ion . They could 
permit the existing situation to continue indefinitely 
as far as the bank holding company is concern ed. The only 
thing Transamerica would have to do , and even then there is 
some discussion , they would have t o e:et rid of the ir non­
banking affiliates in the Transamerica setup . Whet else 
they v.ould do is what JYlr . Eccles \'.anted to do , and Brown 
made the point, and it has been made before , that the Federal 
lleserve Board has never• been I!Ulch inc-lined to use powers 
t hey have "ith respect to bank holdin& companies . They 
say they are inadequate . Bro~n says they hav~n ' t used them 
and how effective thi s sort of legisla tion r.ould teil doubtful 
in my mind . 

H. M. Jk: he has his three hundred and t en uppermost 
in his mind , and I hope you can say so to Cro1.ley and if 
you want to come over and talk , that is what you are going 
to find . 

!H. BELL : Did l{r. Cro1·,ley have three hund red and 
ten on his mind ? 

L!}{. 0' COtl1r£LL : He was a~ainst anythin6 .lccles was 
for , and 1.e have had little c1fficulty. 

h.M. Jl<: Find out . 

MR. O' CONNELL: I think he had support ed us on t hr ee 
hundred and ten . He doesn ' t want this bill introduced , I 
know that . 

H.M. Jh: If you have to drop something in the hopper , 
l e t ' s arop three hundred and ten . 

MR. BELL : !.!aybe you will come out 1·.ith the .bccles Bi ll . 

H.M. Jit: At least I am consistent , which i s something'. 
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MR. BELL : Patman will introduce three hundred and ten , 
I am sure , 

!.lR. O' CONNELL : I think he r.ould if we want him to . 
He v.as prepared to introduce the other . He will do that 
too. 

H. ~ .Jx : We ou~ht to ~ive him first chance . 

What else? 

MR. BELL: That ' s all . 

Llh, McOONALD: Mr. Secretary , the Paris 0\',I office, 
cabled the Ner1 York office that Rene Plevin , t he French 
Minister of Finance, wanted to screen the Donald Duck film, 
"Donald Duck Pays His Income Tax . " They are interested in 
doine a sununary of the thine . \oe have had a request throUfh 
Procurement to find out whether it is all right to let the~ 
have a copy of the film which is in the custody of Procurement . 

J.iR. BELL : !Jo we own it , and we don' t have to g o to 
Disney on it? 

MR. 0 ' CONNELL: We loaned fifty copies to <-an ada in 
1942 , There is no question , Yle oan lend it to them. -.-

MR. L:cOOtlllLD : Somebody is interested in it . 

R. M. J it: I thi nk it woulC. be marvelous . Maybe they 
will invite us over to the Premiere . 

Mit, McOONALD : V.e have had it shi pped and they will 
send it over air mail . 

H.l . J R: ~e got sixteen milli meter on that , I think. 

Mlt. 0 ' C<lltiELL: 'l'hey have only asked for one copy . 
It is not for general distribution . it is t o be shown 
to Government offici als , and they are t hinking of getting 
'llalt Disney to make a variat ion for them. They just v.ant 
one copy now • 
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~~t . BELL: It "ill take more than that film to make 
them tax conscious . 

!.lll. GASTON: In connection with films , I was going 
to ask if the Secretary had seen the Coast Guard film 
called "The !toad to Be1•lin . " It ' s about the European 
landing , and I am told it is very g ood . 

H. M .. TR: Will you tell Fitz about it? 

JI.R. GASTON: Yes . 

1~. McDONALD : The next item is the clearance of the 
pe rsonn el appointment of Willis 1/.acLeod as Con sultant 
to Cliff liack at eight t housand dollars . He wil l , as I 
understand it , head up comnodity classification and standard 
specification r.ork at Procurement . He has been v.orking 
w1th War and Navy and other departments to t ry t o get this 
thin,; in final form on a techmcal basi s . The man has had 
very good experience , as I see i t. He is no\•, with WPB 
as Assistant to t he Vice Chairman on the Conservation 
Prognm and similar 'riOrk. Before that he was with OPA 
as Chief Business Specialist and f or many year•s was with 
Standard Oi l . Hi s last job with t hem was group head of 
the stan.dard group working on standard commodity classifica­
tion work . 

H.U.Jn: Is Pehle for it? 

Lfit. UcDONALD : Pehle is for it , and Charlie Bell has 
discussed it with Cliff Mack, and we feel he is probably 
all r i Ght . 

!.m. PEHLE : It is specification work which has been 
assigned to Procurement for yea1•s , and they h aven ' t taken 
the leadership they ought to . '!'his man would strenBthen 
our staff on i t . He is on a consultant basis . 

H.M. JR: NoVI , di scussion on AliA and Bretton Woods • 
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Dear Francie: 

You will recall that in December 1943 
Leonard J . A. Bait and hie companies, together 
with the Chase l~tional Bank, were indicted 
for violations of the freezing Order and last 
Augvst Leonard S•it and hie co,paniee pleaded 
guilty and paid finee of over $100, 000; Leonard 
Bait was also given and baa served a prison 
sentence. 

It is ay understanding that two indict•ente 
in which the Ohaee lational Bank is defendant 
are stil l pending and that this phase of the 
case ca.ae up for trial some time ago but has 
been postponed several tiaes . It seems to ae 
that we would be vulnerable to ·cri ticisa if the 
case were not expeditiously tried . 

I should appreciate it if you would let ae 
know what plane have been aade for the trial . 

Sincerely, 

'l'be Honorable 

The Attorney General of the United Statee. 

lloetotttat~oc 1/23/46 

-
1 G 

I 
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Je br\18%7 5 , .1945 

The Honorable 

The Secretary ot the Tr84SU17 

Washington, D. 0. 

Dear Heney: 

The Ohaee National Bank ease ia 

tentatively listed on Jebruary 15; and ahould 

probabl y be reached for trial within -thirty 

da7a after that elAte. 

S 1ncerel7 )'ours, 

~~ 
Attorney General 
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Re: A.B.A. 

Present : Mr. O' Connell 
L!r . \ /hite 
''r. D. "· Bell 
~r . Gaston 
.&r . Luxford 

February 5, 1J45 
1U :45 a . m. 

l.IH. \'r!IITE: \'.e sent for some copies an d they sent 
us two . 

H.li. JK: They di dn ' t send me any . 

. 8 

HR. BELL : I had lunch 1.ith Burgess Saturday and t here 
were some mailed . I assumed he had sent one to you . It 
ought to arrive today or tomorrow. 

R.LI . JR: \\ell, they are eoinc to ask me at press today 
about t his thinr. . 

1lli. \\HITE : VIe were gettine out a statement t hat I 
t hought you might maKe , and I am not at all sure whether 
it is better to make a s tatement or say ~e have just got 
it and are study in~ it. I don ' t kno'l'. which would he best . 

H.M. Jk: \'1ell , my ov1n feelin~s are simpl y say I haven ' t 
~ot a copy of it yet , and I haven t had time , and we think 
1t would--ob, there •~ill be ed i t orials but they will die 
out . I f l should hit i t t his afternoon , then i t is another 
story . 

Mh. tHITE : I am v;ondering 'llhether it is better or not . 
They have a lot of publicity out and they will eet a lot more 
today, because it is supposed to be out today, and during the 
week there "ill be a lot of editorials, and v1e were thin king 
that v.e Muld issue a long statement somewhere--v.he t her it 
would be better at the l.ommit tee or 1•elease it before the 
Committee, but certainly somet ime after this had died down . 
I just don't know what is the most effective way . Vie will 
have t o answer it in detail , but whether we best save it 
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for the Committee or whether it should be made public 
as soon 11s possible , i don ' t know , 

Mk. BELL : !.:an VIe get any stron c editorials against 
the ABA report? 

li . ~(. JR: For it? 

M ..• BELL: ~<gainst it? 

H .~ . Jh : I don ' t quite follow you . 

ill"t . BELL : Couldn 't l'le &et the papers to r.rite strong 
editorials? 

H .L~ . Jk : No, not a chance . 

!'It. BELL: Couldn ' t we get t he \oashington Post? 
the 'l'ri bune in f avor of Bretton \'.oods? - --

loasn ' t 

MR. LUXFORD: The Washington Post is the only one that 
is really in favor of it. --

l!Jt , V.HITE: I don ' t think any major paper will write a 
strong editorial against that report . In the i irst place, 
they wouldn ' t be sure of themselves, and in the second place, 
there is quite a galaxy of names in that report, 

h. t! .. TR: t.hat do you think , herbet•t ? 

1&1:{. GASTON: I have not attempted to say you hit the 
thing p1•etty hard . 

H.M.JR: You say you would? 

!Ah. GASTON : I feel that the ques tion is v.hether the 
Monetary policy and the relation of the dollar to other 
currency should be governed , as far as the United States 
is concerned, by the Uovernment of the United ~tates or by 
a few Ne\, lork bankers • 
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IJ?. . \,h iT.e. : I t hink t here might be SOJlethin r of that 
kind . 

~:u. BELL : That IV ill y,et the headlines . 

11 t . GASTJN: The ~osition of the American Bankers 
Association has been d 1ctated by a small r: r oup of' l ul•t;e. 
banks r1h0 have handled the bulk of forei ;;n exchan~. e in 
the past , and who res ent the United !:ltates Government 
in the matter of mutual stabiliz .. tion of currency • 

.. !,\, 0 ' CO.:!~ELL : You v.ant also t o say , like tne r;rana 
old p&. rty , they never learn anythinr ana never fo rr;e t any­
thin-: . 

H •. .'h: I t hink if ;,•ou a re f:O in :- t o ta'<e t ha t t rack, 
ta : e one I\OOsevelt sent in . I am sure the bankers by ana 
large tnroud10ut t he country will support the Governmen t, 
and that i s a small clique . 

Wt. c; AS~'ON : Yes . You might say, "I doubt whether this 
represents banke rs t.h roue;hout the country . " 

Hf, , hl:ITh : On the contrary , we knor. it doesn ' t . 

ll . ~: . Jit: Say, herber t , that the foreign exchanr;e l-us iness 
has always been in the hands of- -

i!h. LUX:ORD: The Intemational bankin.; gr oup? 

HY.Jh: Yes , ana that their record in t he past-­

Uit. LUAF'OhD : They v.e re a:;a i nst the Federal hesel'Ve 
system. 

l.llt. BELL: You could d J'aw a--

H.M.JP.: It i s a question of whether this is the t ime 
to hit it . I think Herbert ought to lock himself in a room 
and give me something if I am goine to hit it . \1e might as 
well meet them hard • 
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!ill. \.HITE : If you are [ Oing to hit it , i t out ht to be 
at tha t level , because any attempt to hii it from the technical 
uoint of view will be dull and take a lot of t i.me . It woul d 
take another report equal to the length of thi s , and the only 
way it seems to me you can r,et it in the public ' ~ mind is 
t hat their prestige must be discontinued by some such approach , 
because t he public is neve r e oinc to eocamine the me rits pf 
of thi s proposal. They are mer ely goin~ to be i mpressed by 
the fact that the American Banke r s Association , Federal 
heserve , Cit!' Bankers tand the Ne1•. York State llankers , u e 
all aeainst it . It is a very i mpressive roll call. 

h .!. . Jl\: Excuse me, di d t he New York State come in on 
t his , too? 

MR. \.HITE : 
t he P'eliminary . 

If t hey didn ' t , the~ rill . I didn ' t read 
I know the Federal Mser•ve City Bank did . 

Mh. PhLL : Can you d raw a di stinction between the Fund on ore 
hand and Bank on the other? Don ' t they see a chance to 
get t heir l oans guaranteed and stil l make the mon ey? 

lilt . \,IIITE : V.e are not taking l:usiness away f r om the 
fun d . 

Mh. BELL: It i s on the arbitr ation . 

!.lit. 'itli iTE : They never said t hat . 

MR. BELL: Isn ' t t hat t he d i stinction? 

iUt. ',l!ITE : We inigbt distor t it and say t he speculators 
are &i;ainst it . 

!.IJ~ . BiLL: '!'hey a re in favor of the Fund if they put 
it all i n the bank. 

LOt. ..h ITE : Well , t hat ' s-­

LU<. bELL: 1 can ' t see that • 
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Wt . .. HITE : They would maintain the Fund functions and 
put them in the bank . 

l~lt . hELL: I t seems to me the only real difference is 
one of organization and one of a lot of money that they ;,ant 
t o put up . That ' s about the only difference. They agree to 
the principlls and ob j ect i ves . 

L!H. t1HI TE: '!'hey woul d find , if they tried to put t hat 
function in t he bank, that they Muld ii!Ullediately have t o 
safeguard it , ann then they would end up with ninety- five 
pe rcent of the provisions of the Fund anyway, exc·ept they 
will be drawn out of the Board of Direct ors . 

h . ~I . JTt : 'lay I just t akt> a minute nere , please? I 
haven't had a chan ce t o shor. you this, and th1s thing is-­
tnay I sa: , the followi n~; messa- e is for t he Secretarv ol' 
the Treasur! and Actin~ Secretary ;'oith a reques t that only 
two copies oe made of this thine , and I have never seen that 
before . T~is one of ~ebruary lst may have gone to you or 
not but--

tl]( , GASTON : The fact is he Mnts t o be protected . 

L.lt. LUXFOkD : \'linant--

ldt. fiAS'X>t: : Winant' s own statement about it--

(The Secretary hands l.lr . Gaston two cables froll) tlr. \~inant 
t o the Secre~ary dated 

1/Jl. \1HITE: They a re a reactionary group . '!'hey Vlant, as 
he points out, a strong empire . They want discriminatory trade 
practices by lateral arrangements . Our l roup doesn' t advocate 
that . 

H • .t.! . Jk: I unt t o say He rbe rt can take his nand at this . 
Simply say , unless we can ~et f riends on the Hill--use this -­
say thi s i s attackins hull s policy directly . Cordel l Hull is 
fo r it , see? · I am t hrov:ing this thing out , bul the thine I am 
trying to vet over is if at some place- - ! dian ' t knov. v.hethe r I 
was goint: to do it in Detroit--but it mieht be bettet• t o do it 
todav, so some of them knov. v.het•e M stand on this thin~; 
and ;ay , "Look, the cards ere oovm , see. end v.e recognize 
this thing . Now, 1\e have had the ablest people in the 
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country, some of the ablest bankers advising us - -the ablest 
financial people of all the Govemments, and are Vte r:oinr. to 
f>O through anothe I" era hhen t h is war is over of selling 
foreign bond s , having a handful of 'Jeople havin(: t he exchange 
rates , h~tvin;' the Government i'llpede~--are we goln£ to ~o into 
cut throat competition , 0 1• are \'Je coing t o approach thls thin~j? 
Nobody says anythin o:; . The forty- four n~ttions have to come 
to an agreement that can ' t be a 'Oerfect instrument. It has 
to have mistakes , we agree on that . It is this or nothinE; , 
ana this is the l'i rst thing, and this is the first thine 
that is eoin& to go before the world, not ,just before the 
American people , to looking forward to a better world in 
business , and it is the same thine that I made i n one of 
the speeches on the Government . !t is up t o the trovernment 
to take the risk on the interest rates ana not up to the 
individuals . hemember I used that thinr? It ' s up to the 
Government in takin: the risk. Sure , we are taking the 
risk. Is it better for us to t~tke the risk and spread i t 
amone forty- foul' partners, or to have 1'ive banks ln !lev. York 
di ctate fo1•eign exchange rates- -with the five banks in line , 
and having London lead us around by the nose , which they have 
done in the l ast one hundred years? 

(The Secretary holds tcle'0
1

hone conversation with 
Attorney Gene Pal Biddle , as fo lov1s : ) 
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RMJr: 

rranoie 
Biddle: 

HKJr: 

B: 

BXJr: 

B: 

RMJr: 

B: 

RMJr: 

B: 

RMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

Hello. 

Hello. 

Franoiet 

'l'!Ue ie Francie, Hen17. 

Row are )'out 

Fine. 

• 

Februa17 5, 1945 
10:59 •••. 

Francie , I eent )'ou a l i ttle note over which 
I wanted to draw )'our personal attention to. 
It's in regard to the Chase Bank. 

Yee, it 1 e on a7 deek. I've seen it. 

Well , I wanted to tell )'OU that I was par tiou­
larl)' i nterested and I 1 d like to get )'OU inter­
eat ltd in it. 

Oh, I know all about it, )'ea. I don ' t know 
when it'e eet but I oan find out and let 70u 
know. 

Would )'OU? 

SUre. 

And woul d 70u mind either calling me or letting 
ae lt.now? 

Sure, I will. 

Beoauee i t' s been eort or k1oking around tor 
IOIDe time. 

Well, I don 1 t think it' e been kicking around 
I think it 1 a been waiting to get on the trial 
l i st. It'a a prett7 heav7 liet over there. 

Well . ... 

I ' ll let 70u know ae eoon aa it'• - - I'll let 
)'OU know about it right awa)'. 

4 
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HMJr: It r ou would. 

B: Be delighted. 

HMJr: 'lbank )'OU. 

B: All right , Henr;r. 

HMJr: Thank :rou. 

0 

• 
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!!';t llELL: ae knows ab6u t it because he and .1 talked 
about it at Cabinet sor.te time a.-o . 

l'lt . · .hiTE: I t hink you sounded the keynote . 'i'ne curds 
are dol\n , I thi:lk that is t he keynote that we knew this 
figh t was oominc . It is not a i'i!'ht on the mel'i ts . It is 
a i'l{';ht between big internation al bankers und OUI'selves, 
and the cards al'e doM , and the iip-ht now is on if l".e just 
keep hummerin: away. Thut should be the keynote, and begin 
with t ile statement the cards arc down . 

ll.I'.Jfi: llov. about sa;rinc t h11t J. got out a statement 
over the 1\eek end saylnc that when l ~ent to Detroit or 
St . Louis I di dn ' t v111nt to cet into a technical thing . I 
wanteil to ; ive the kind of talk which I cave to Burgess 
and these other i'ellm~s . 

,:,,, r:ASTO~ : vn Bretton i .oods'r Yes, a little at a 
time . 

ll , t.\ ,.Jh.: This is all right ; t his is down • . liere there 
are forty- four governments with the best people . People 
spend a lifetime at t his sor t of t hing . 

Ilk . GASTON : loe want a short statement ior toda~r , not 
over tv.o pares, and we \',ant to say that you are r oin,- to 
come back to this . You are roin ~ to have sonethinr more 
to say later about this . You can ' t tell the v.hole story 
in one statement~ 

!(h. WI!!TE : I don ' t knov1 about that . '1'hat sounds as 
though--it may depend on ho~ you phrase it--but it seems 
to me if the poi nt is made , that we expected t his , that they 
haven' t chanped their minds f or a year; this is a f i ght 
between international bankers and C:ove 1•nment , and that the 
cards are down; the f i ght has be~un . 

l.m. LI JXFOk.D : 
hasn ' t anythin~ in 
If you say it that 
primint:. 

I think he will say it better if he 
writin~, the way you di d it to the bankers . 
way, it wil~ be good . You don ' t need any 
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H . ~[. Jk : I think t he sooner the .t'resident• s statement 
comes aft er this --it is better that the President ' s didn ' t 
come first ; but it out::h t to come v,ithin three days if 
possible . 

J!l,. '.'ill iTE : A statement like yours should come in 
between . 

li .M. Jlt: I am ready . 

L~. GASTON : The t tme is ripe to put this on a low 
level . 

11ft. \JUTE : They have left us no alte1•native . 

H.!I. Jl\ : All r i;•ht . 

l:'h. . BELL: but I asked burgess about the forty - four 
nation' s agreement, and ! said, "Here these fellows are 
cominr; . Hov. can you chanee it v,ithout goi n:.; back to the 
forty- four nations?" He said , "It will be chanr ed all 
rir,ht . I t alked to a lot of these fe llows , and they are 
not satisfied ." 

Hit . UIAFOttD: Sounds just like Vory s suid , there isn't 
goine to be any 1.111' . bur <>ess ' sa;r i nr he talked to them and 
they said they will chan~e it ! 

~:It . .. hiTE : \.hom he has t alked to and the circw:~stances 
under wh ich he talked ! 

R. ti . JJt: Bureess said they haven ' t played square with 
them, and they haven ' t . This is the unf ortunate thing . I 
have given him a --

Wi . v.HITF. : The. t I am not sure of. I don ' t think they 
have ever taken the position --they have been consistent in 
opposing it, and they ha ve been consistent in points they 
dldn' t like, and the thinr they s aid they ar;reed 11ith you was 
they would say that if lite alternative is nothing , they TIOUld 
prefer Bretton Woods . I think you mic ht have a right t o ~ay 
1f they felt that ~ay, why oidn ' t they get that in their 
statement . 

Regraded Unclassified



. . . . 

0 

0 

• 

- lv -

J<. UJXFOJill : The ::,ecretary saia t~y ou; ht t o put 
it in their sta tement . He didn't say make it oral . 

lfn , BELL: I don ' t think he r,ot agreement in his company. 
You were dealing with one man . 

h .tf. Jli.: l'lhy didn ' t he come back? 

Lflt. LUXFOliD : .ke said he 1.ould come back and he didn 't . 

MJ{. GASTOit : Let's <ieal loith the merits ana not confuse 
it by sa;vinr as a matter oi' tactics they clidn ' t play fair 
\',ith us . 

H.M.JR: It • s time to put in on the proper level. 
(Laughter) 
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PR(M: 
AMIRlCAJr IIAIIDRB ASSCX:IATIOII 
Til 111118 BURIAU 

RIWSJ!D PI»! PUliLICATION MOIIllo\l 
PDIIOAJIY :5, 1~:5 

toeter Gibeon, Director 
22 1. llo St., !lev York 16, •· 
2/lP., 

PJ!ACTICAL ll!TII!IIATIQI!AL lii!AI!CIAL O!!GAI!IZATIOII 

'Dirc•.urh AID!n"•ntl 12 Bretton '!!.25!!a PropOiflle 

(Joint report d Alller1oan Banlalre A.eeoo1at1on, 
A.eaoo1at1on ,d Jeeorve City Banlcere, and 
Bankere A.eeoo1at1on tor Poro1gn Trade) 

s U M • M A R y 

tbe international f1mnc1al proposals by tbe Bretton Wooda 
Conterenoe last July llo prl.Jiar1l.y in tbe f1elda d benldne 
and finance. Tho banldne aeeoo1at1one , therefore, .ba'f'e 
reoosn1zed their epooial reeponeib1l1ty for etudyine tbeee 
P.ropoeale vith care, and t:or mak1fl8 public their considered 
Judgments conoern1ne them. 

We find much that ie de1irable in the obJeoth'ea and 
in certe1n featurea d the Brtttoo Wooda plan; but ve a leo 
find prOYieione vh1eb, 1n our op1nion, are fimll01ally 
uneound and, 1t adopte4, aiSht retard rather than praaote 
and urine recCM>r;r. 

We &1188eet a vay d preaenine and l!lllldng ettect1"00 
tbe deeinlbla featurea d tbe Bretton Wonde propoeale vbile 
a t tbe 8&lle tiloo avoiding their more eer1oua daneere· In 
brief, ve rec~nd that the plan fer the Intermt1oml 
Bank for Reoonatruction and Dnel9p!>ent ba adopted v1th 
minor oheneee, but that the plan fer tbe IntermtiOMl 
M011eter:r Pun<! be nat adopted, ae it embodies landing JDetbnde 
that are unprO'f'ed and illpJ'IIctioal. In lieu d tbe Moneter:r 
Fund ve rec<D~end that oerta1n d ite featuree be inccrporoted 
into the prOYieione for the &Ink. In th1e vay, ve belle....,, 
the obJecti"Oee d Bretton Woode could be acbie"Oed and the 
rialte reduced. Tho deteile d tb11 proposal and the reaeorw 
tor it are reviewed in the follow1ne pogee. 
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The Bretton 7foods plan reiau IIIMY difficult and h16bly technical ques-

tiona. In our opinion, boweTer, pr~ emphasis should be placed not upon teobni-

oalitios but UPOn the tun~ental principles whioh should underlie any plans tor 

international financial agreements. certain ot these basic principles were tormu-

lated by the Amerioe.n Bankers Association in the report of its Economic Polley 

COIIII11saion, issued in September 1943, atto.r early drafts of .lll)netary plana ware mede 

public. 

First, that some international institution is desirable: to help 
nations in stabilizing their currenoiea1 to proTide a meeting place tor 
the discussion of monetary questions; to collect information which is a 
necessary basis tor sound deoisionSl aod to make some arrangements tor 
stabilization credits in oases where they are justified, . , • , . 

Second, that institutions of this sort are no substitute tor the 
bard, patient labor ot reeetabliahill8 the economic soundness ot partici­
pating countries, ot .the bslanoins or budgets , and readjustments to post­
war conditions, Especially important is the economic condition of the key 
countries, the united States and England, To extend this sort of credit 
before sound economic programs aro established would invi te failure and 
loss . •.. 

A third point relates to the general scale and scope or the operations 
ot such an institution, ?resident Dodds ot Princeton has recently sus­
seated that any international organization "Dilst not atteq>t to frame a 
SUP&r•so•e:mment ao new and unfamiliar that 111011 will not be prepared to 
participate in it." .. .. . 

FOurth, credits granted by auoh an ag..ncy should be extended in 
accordance with pro'f8n standards, baaed on the merit s .or the ind!Yidual 
oase, and conditioned on adequate commitments by the debtor. • • • A system 
ot quotaa or shares in a pool which SiTes debtor countries the impressi on 
that they baTe a :ti.&ht to oradi ta UP to some llJOOunt 1a unsound in principle, 
and rai aea hopes t hat caonot be r&alized, , , , 

In September 1943 the Amer ican Bankers Association at ita Sixty-Ninth 

Annual loleet1D8 in Naw York City adopt ed the tollowins resol ution, in which the aonrn-

0 
' ing bo<ly ot the Association endoraed in general the &boTe-quoted principles, 

'Ibis Association sup;>orta the Tiew that our own prosresa and well­
being, and that ot the world, require our act1Te partici.,etton with otber 
countries in deelin& with poet-war probleca, Such participation may 
require geaeroua aid in stri cken areoa to reline distress. In addition 
ther e will undoubtfldlT be need ot ooop.,ration in measures to rutore 
stability ot currencies, broaden the tlow ot commerce between nations, and 
encoureae int ernat ional capital inTeatmeot tor r ehabi l i tation and deTelop• -t. Regraded Unclassified
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But any plen in which this nation may agree to assist in the 
stabilization or reestablishment of foreign currencies should incor­
porate the principle that the value of currencies be fixed in terms of 
gold, FinanciAl end conmercial relatione with other countries should 
accord with sound business principles, While recognizing that enlight­
ened self- interest calls tor our participation in efforts to build a 
better world, yet we tully realize that achienment of the goal depends 
primarily upon the etrorts of people everywhere to help themselves, 

lo!AJ'OR FEATURJ!S OF THE !!REITON WOOD9 .PflOPOOALS 

The conference at Bretton Yloods result ed in the 44 delegation.• signing 

a tentative document which includes detailed plans· tor an I nternational Monetary 

FUnd and an Jilt&rnational Bank tor Reconstruction and oevelopment, All signat~es , 

however, were subject to a blanket reservation so as not to bind the several gov-

ernments in 811¥ way. The terms of its submission to the 44 governments were stated 

by the chairman ot t he British delagotion , Lord Keynes, as follows: 

The whole ot our proceedings is ad referendum to our governments 
who ore at the present stage in no way conmi tted to anything, , , , we 
do not eYen reoOIIIDend our governments to adopt the result, We !Jl8rely 
submit it for what it is worth to the attention of the governments and 
the legislators concerned, · 

There ore really two plane~ one for a FUnd and one tor a Bank, They are 

elaborate and complicated, together tilling 85 printed peges of text , A condensed 

Slllllllfl,l'y ot the principal provisions of both is given in the eppendix of thb report, 

It is desirable here to draw att<11tion to major points ot the Bretton \foods progr811l 

in relation to the principles set forth in the reports ot the Alllerioan Bankers 

Association r11ferred to· above, 

(1) The Bretton Woods program provides ·machinery for continuing interne-

tional consultation on currency probl81!ls, the collect tns ot information, and aaree­

ment on t be "rules of the 8811l"" applicable to currency policies and practices, It 

would provide a place where illlportant people influential in the formulation of cur-

• .rency pollcies in the different c·ountriea might meet ragularly and becoJIIe acquainted 

with one another•s problel!lB, 

lil 'l:hese broad purposes the Bretton Woods proposals are in harmoey with 

the principles heretofore endorsed by the American Bankers Associat ion, 
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(2) The Bretton Woo~a program for the sranttns ot crvdita is huge and 

complicated an~ the united Statu woul'd supp:cy a 16rge proportion or the money. 

'l'be two institutions in1t1all¥ would have a combined capital of about $18 bUlion 

in gold and miscell aneous currencies. ot the t otal the united States would me.:te 

a commitment tor nearly $& billion -- about a third of the overall total but moro 

than halt ot the sold or currencies exebengeable Into gold . EYen this $6 billion 

might not be all that the untted States would be expected to supply, since the tund 

bas the right t o borrow scarce currencies and quotas nay bT agreemtmt be increased, • 

With respect to size and complex! ty, the Bretton 7A:lode program departs 

from the principle that an international organization should b~ eimple and under-

standable. There are already differences In interpretation. 

(15) The plan tor the MOnetary Fund introduces a c:etbod of len dins which 

0 1s oonl and contrary to accepted credit principles. under the system ot quotea 

• 

in the Fund, a member country would be virtually entitled to borrow in certain · 

specified annual amoUnts from t he International pool of resources, provided the 

purposes or such borrowtns were represented by It to accord with the broad purposes 

or the Fund, Tho borrow1Jl8 would be subject t o certain limltotiona, but with no 

stipulation thet t he loans should be ~ood loans or -- once o country bed been ad­

mitted to full rt~hts of memberahtp in the Fund - - that the loans ahould be baaed 

on prior consideration of the economic condition aad prospects of the borrowing 

country. 

(4) The MOnetary Fund also, in its etrort to meet the situation of 

countries now 1n uncertain financial po.s1t1on, soea tor beyond the principles h~ro-

t otore accepted by the UDited States in recognizing and approving changbs in 

• ''Tile a&Br~Bate tac1li t1es (ot the Fund) guaranteed by tbe initial subacriptiona 
ot the .,_,era under II (2) a r e -mer-thsn. were proposed tor the (Keynes) Clearing 
union. But tbey are aubatantiel , and, 1t necessary , can be increesed later on , by 
general agru-nt." -- Elplonatory notes by united Kingdom experts on the Interna­
tional WOnetary Fund as proposed in the Joint Statement ot tho EXperts , APril 1~4. 

"'l'be quotas are not ao large as under the Clearins union • • • But they are 
aubatantial Uld can be incre6sed suhatantiall¥ 1t the need 1a ahoWD. " - - Lord 
ICe,n .. , a44ftaa to the ft>uae ot Lords, uay 2::1, lM4, 
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currency values and' the maint~ance of axchan&e controls. It is noteworthy that 

in the evolution of the progrll.l!l the name "Stabilization FUnd" has been discard~d·, 

The difficulty arises inevitably fro~ any attempt while we are still at war to lay 

down rules that we must live up to after the war and following the transition 

period. Naturally many countries are reluctant to ~ke firm commitments now as to 

currency values and removing exchange controls , 

The commitment is so slight that LOrd Keynes has some justification for 

saying in the House of LOrds, "Those proposals are the exact opposite to the gold 

standard." 

Neverthel ess the United States is asked for a firm commitment in putting 

up a large part of the internationally valid money , 

(5) In contrast to the Fund, the proposed Ban~ would operate more on 

the basis of es tablished banking and investment principles, with the criteria that 

the loans must be investigated in advance by a competent co~ttee and must give 

adequate promise of repayment. The united states, ' moreover , would retain in the 

Bank a veto power over loans payable in dollars. Tho bulk of the Bank's opera• 

tions would be financed by the sale or its own obligations or take tho form of 

guaranteeing loans made by others. The Bank plan, therefore, does not call imme~ 

diately for large lli!Dunts of capital subscriptions, as does the FUnd, Only the 

first 10 per cent of the Bank's capital would be called in the first year -- some 

$300 million in the case or the united States. Another 10 per cent wourd be sub­

ject to call for making direct loans; the remaining 60 per cent would constitute 

a guarantee fund, to be called only if needed to cover defaults in loans which the 

Bank has gua.ren teed or to meet its own obligations, 

QJmlTIONS TO BE CONSID.EI1ED BY THE CONGRESS 

The international discussions prior to end at Bretton Woods marked a 

step forward 1n mutual understanding among the United Nations in one area where 

cooperation is essential. It is most desirable to capitalize and build upon the 
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progress mde, Total rejection ot the Bretton lioods plans 1111ght deJ..a.y and endanger 

tuturu progress toward intt~rnational undersie.nding in this and other t1elds, Con-

struotive action 1a pe.rt -- and a v 1tal part -- ot the broader pro31"1Ul1 ot inttrrna-

t lonnl reconstruction , peace, and well-being, 

Thio does not mean that the Congreso must accept the conoluaions ot 

Bratton Woods i n their entirety without ohange , Here is one of the largest commit -

ments ror the post -war period the United StattJs is being asked to make , both in 

terma or money Bl!d in terms ot monetary, economic, and political policies, The 

discussions up to this poi.nt have been conducted largely at the official technical 

level, tlo other country has yet acted upon these proposals, The Congress bas bad 

no opportunity to obtain the -.iews or others or to to=late its om~ conclusions, 

It can hardly be expected to give theao plana hurried or perfunctory approval. 

<=} They call for careful study, 

• 

In reading the plans it is easy to become lost in the maze of technical 

detail s and thus to overl ook the broad economic and human questions which , i n the 

end, are tbe determining factors, The quest ion is not how an institution ought to 

work in a perfect world, but how it 1a rtkely to wor k in an imperfect world where 

deo1a1ons are based upon political and human reactions , oa need to recogn i ze that 

all governments are under constant pressure to take the easier way, which ie all 

too etten not the sound WtJ./1, Spac1tioally, it credit is too easily available, 

governments are apt to usa it instead ot making the max imum effort to put their 

eccnomio affairs in order, 

With such considerations in mind , the United States me.y well apply to 

thl! Bretton Woods program certain bread tests discussed in succeeding paragraphs , 

SIZE AND llATURE Oi' CRI!DIT NEElS 

Among the first questions to consider are these: Howmuch and what kind 

ot 1110ney is needed? What oo:mt1t1110nts should the united States make now? 

• 
Resources Alr eady Available, L~ob current discussion seems to imply 
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that the whole world is dependent upon the United States tor huao ~UAntities of 

goods and credits, Actually this is not true. 

In the first place, moat of the feeding, clothing, and rehousing of the 

people, end other rebuild ing in the stricken areas, will have to be done at home, 

These countries will be wanting to put their people to work, end their producers 

will be striTing t o recapture their share of the homo market, According to 

President RooseTelt •s first report to congress on United States participation in 

UN R R A as of Septem!>er 1944, the liberated pao;1les of EUrope will themselTes 

produce over 90 per cent or their food and clo\hing and or other supplies they 

need, In a similar vein is the following statement by M. Ernest Mercier, "' 

President of union do L'Eleotrioite and a member of the French delegation to the 

Dlternational Business Conference at Rye• "11e need some necessities, but w& do 

Q not ask tor more, Above all, we know that money will not do the job ot recon­

structing France, ~ly our own toil will do that -- probably ten years ot it," 

In the second place, the outside world as a whole a lready has more gold 

• 

and dollar OJ< chango than eve.r bet oro, partly as a result of our huae oversees 

upenditures for our armed forces and for materials, As shown b7 figures pub-

lished in tho NOvember 1944 Federal Reserve Bulletin, the official holdings of 

gold and dollars by foreign central banks and governments in september 1944 totaled 

about ~17 billion. counting also foreign- owned j)rivete bonking funds, the total 

gold and dollars ia estiJMted at about $20 billion. 

~ery 411¥ the war losts and our oToraeas spending continues the total 

inerees&s, Already in the three :years that the Treasucy bas been considering 

plans tor an international monetar,. fund, tba outside world's holdings or gold end 

dollars han increased b7 something like i7 billion. This is three times the 

American subscription called tor b7 the original White plan and more than t he 

American oomitmants called tor by both ot tho Bretton Woods institutions com-

bined. In other words, even while we baTe been talking about theae plans , other 

• Fortune *&&Sine, Januar,. 1945, p, 226, Regraded Unclassified
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countries bave b~en acquiring gold and cloll.Ara in large 8111)UDts, one! tiler~ are now 

tew countries without substantial holdings of clollars one! gold. At the same time 

the gold stock in this country has been going clown to the point wh~re, in the face 

of the currency and crecl it expansion taking place, the President has auggeated to 

the Congress the necessity of low~ing tho legally required reserves of the Federal 

Rusune Banks. 

Third, with reasonable encouragement, large 8111)unts ot private united 

Stotes clollars are reacly to go abroacl. The banks are now financing current trade 

in subStantial wnounte and are reacly to take oaro of a 1111ch larger volume. Many 

business concerns are preparing to extend t heir operations to now areas, Some 

governments can borrow intermediate tuncls privately in this country, as the Datch 

aro doing; and they ancl others should be able to aoll dollar boncls here aoon atter 

Q the war ends. 

The recent flow of private capitnl trom this country to MflXico since 

political conditions thero have become mere favorable is an indication that venture 

capital is venturesome, To a lorge extent foreign countries have the power to at-

tract capital, by creating the kine! ot' atmosphere in which investora will be 

willing to take chances, Tbe between-war experience showed clearly tbot the best 

kind of capital flow occurs where enterprisers can go in with their money and stay 

with their undertokinga ancl see that the capital is productively employed, 

Too ~ch !.t)ney aa Bad as too Little, All this is not to suggest that 

there will be no ~eecl tor additional lending facilities ~volving the use ot gov­

ernment credit . But there is danger or proYiding too lllloh money as well as danger 

of providing too little, Too DUCb a~ilable money tends to encourage unsound and 

political borrowing, leading to dissipation ot resources ancl grief to both borrower 

~ and lender. Such lending is inflationary in tendency, in that it creotee large 

amounts of new spending power. And who knows llbether our problem att~r tbe war is 

going to be one of uoder~ending or or overspencling? 

El<perience baa indeed shown tbat COIIIj)ar6UYely modest 8111118 ot money, 
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wisely l&nt, go a long way. Wh&n Great Britain sta~ilized the pounJ in 1925, the 

total stand-~ credits arrangbd amounted to only J300 million, none of which was 

ever actually used. The united States Treasury stabilization Fund, which si.nce its 

establishment 1n 1934 has con~ucted stabilization operations with some fifteen 

countries , has never had more than $50 million 1n use at any one time. The EXport­

ImPOrt Bank, which is generally reco&nized as having done a useful job in promoting 

American trade , has in the ten years of its axistence authorized credits of about 

~1.2 billion , with actual disbursements of only ~74 million. Outstanding loans in 

November 1944 were 9223 million and undisbursed commitments were $357 million. , 

The point is that with good manQ6emant and proper methods to stimulate 

the flow of private capital, the sound need for money is limited, The chief limi-

tation is the power of borrowing countries to absorb money, to use it productively, 

0 and to repay it when the time comes. There is no favor to anyone, but rather a 

grave dan6er, in ignoring these limitations, getting countries loaded up with too 

much debt, and adding fuel to the inflationary fires now burning over most of the 

world. 

EXp&rience afhr World war l. We have before us the painful lessons of· 

what we did after the first World Vlar. For more than a decade dollars flowed 

abroad freely from both public and private purses, Then the movement practicslly 

stopped. After the Armistice in 1916 our Government l ent other nations over J3 

\ 
billion -- partly for much needed relief, partly to pay for goods already ordered, 

All of this, together with u. S, purchases for its &rmf \ 

abroad, failed to pr&v~nt a precipitous decline in Europ&ao currency values. MOst 

of these loans have never been repaid, 

and for other purposes. 

• Then began the outflow of private funds under government encouragement 

and in a wave of optimism for the decade of the "new era•• in foreign trade. 

Private advances took three torms: 

(l) Bank credit was ~sed to finance trade largely by the use ot the 

aoaepte.nce but secondarily through a number of special corporations organized tor 
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foreign trade, MUch or the bank credit waa good and served a uaet'lll purpose, with 

the outstanding exception or German and Austrian credits, Moat or the special 

corporations suffered heavy losses and were liquidated or absorbed, 

(2) Foreign long- term bond issues were floated -- over $8 billion 1n 

all. Some w"re well and caret'llllJr aadeJ otbera were justified onlJr through rosy 

glasses , Some were to foreign governlllents and others to foreign coJIC)IInieo. When 

the great depression hit the world econoli\Y , nearlJr bli.U these bond a went int o de­

fault and we stopped lending, TWo lessons stand out in this exper ience• We lent 

too lllUCh and not oertsfullJr enough l we stopped lund.ing too suddenlJr, 

(3) The third t ype of tunds !faa dirtsct investments by American business 

in factories, lllines, and otber enterprises abroad, \Htb iov~atment went care, 

aanagement, and continuity of policy. We didn't expect to be paid ott when the 

<:) depression tell upon ua. Many companies had heavy weather, Some took losses, 

But , generally speaking, the results have bean good, The standard of living ba~ 

been raised i n many countries, and the world is better for what was done, Many 

M880D8 "';re been l....rned Of bOW and how not tO make JIIOreign inYSStmenta, 

• 

This background or experience wi th foreign loans suggests caraf'lll ex-

ploration of what the real requirements of foreign borrowers are likely to be atter 

this war, and or the degree to which they can be met by alrea~ existing taeilitie~ 

It suggests also that as government ..nters the field of foreign lending, whether 

through natio~l or international organizations, its loans s~ould be made with 

great care. 

With regard to tbe quality of international lending, the Fwl4 and the 

9ank are 1n ditturent catagories, The propoeed International Bonk ambodies satis­

factory principl&s and procedu.res• (1) The loans han to be tor spocitic purposes , 

(2) they bnve to be «<alllined by a special committee , (3) tbey muat otter promise 

or repe.Jment, (4) tbe oountry Wboae currency 1a lent bas a Teto power caTering all 

aJor tre.naactione, (ll) a~ob ot tbe o,JeraUone ~ ~al<e ~be to"" ot &uanDitt&s ot 
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loans mnde through the market and subj~ct to that review, and (6) the Bank will not 

mke loans which oan be made reasonably through private channels. It we assume 

good management, the institution should be able to operate soundly and effectively, 

The Fund, on the other band, bas no such definite or effective provision~ 

to safeguard it against misuse. The Fund h set up on the principle of a pool from 

which each member has a right to draw, This right is subject to the following con-

ditionSI 

1, The purposes of borrowing =st accord with the general purposes 
of the Fund. These purposes include -- besides promoting exchange 
sta~ility and DDlltilateral clearings -- such broad objectives as 
facilitatin& and expanding trade and employment. 

2. Member countries will not be permitted, without action of the 
Fund, to borrow more than 25 per cent of their quotas in any twelve 
months' period nor to an amount where the Fund's holdings of their 
currencies would exceed 200 per cent of their quotas. 

3. Member countries having ample resources of their own and using 
the Fund will be required at the end of each year to repurchase a 
certain portion of their currency held by the Fund, under. complicated 
rules. This would retard, not prevent , use of the Fund ' s resources by 
countries which do not need the Fund, 

4, Members using the Fund will pay a uniform service charge or 3/4 
of 1 per cent on each transaction plus a graduated charge on Fund hold­
ings of their currencies in excess of their quotas, such charge rising 
in accordance with a fixed schedule, It will normally take 10 yeers 
for the rate to rise to 5 per cent, when the FUnd can fix retes at its 
discretion, 

5. In case of serious scarcity or any particular currency, the Fund 
DDlSt formally declare such currency scarce and r ation its aup;Jly. 

6. The Fund may postpone exchange transactions with any member 1f 
its circumstances are such that , in the opinion of tho Fund, they would 
lead to use of the r esources or the Fund in a lll!lDDer contrary to ;the 
purposes ot the Agreement or prejudicial to the Fund or its members, 
This. limitation appears to apply only to initial transactions betw~en 
the Fund and a member country, 

It will be noted that these limitations ar~ or two types: (1) torDDllas 

• which are so rigid in their operation as by their very inflexibility to require 

the insertion or waiTer clauses that leave loopholes, and (2) forDDllas which are 
• 

110 general and T&gull in their terms tbat countries -- enn with the best of inten­

tions - - IIIII¥ easily differ as to tbeir interpretation. tt is questionable how 
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effective in practice these limitations would be, especially wben the whole em­

phasis ot the Fund, as expressed in the Articles of Agreement, is to give countries 

experiencing difficulties the benefit of every doubt , As opposed to the usual 

lending practice, which places the responsibility for llliking out a case for credit 

upon the borrower, the Fund goes on the theory that the borrower is entitled to 

credit unless the lender can make out a case to the contrary, And under the 

Bretton Woods plan the lender is an institution in which the United States would 

have only a minority vote as compared with actual an~ potential borrowers, 

confident assertions bf proponents of the Fund that political considera­

tions would not enter into the lending are hardly consistent either with practical 

experience in such matters or with the experience at Bretton_lbods, where politics 

entered quite frankly into the determination of quotes. rr. it has been found 

necessary to make concessions of this nature in framing the program, what reason 

is there to suppose that further departures from principle me¥ not be found ex­

pedient after the program has been put into operation? 

The suggestion has been made regarding the FUnd that the $2-3/4 billion 

the united States would be asked to put up would represent a small sum to risk for 

the sake of such approach to exchange st eblli ty and freedom from exchange controls 

as the Fund promises, In weighing the rather modest hoped-for advantage asninst 

the cost , it must be noted that ;2- 3/4 billion (which is in sober feet a very 

large sum) is our initial subscription. 11ben the dollars we put into the Fund ere 

exhausted, as they may well be, we shell then be raced with the same problem, in 

even more pressing form, that we are raced with today -- that is , of putting up 

dollars or running the risk of seeing this scheme of currency collaboration break 

down, with consequent c~tering of the responsibility for failure upon the United 

States, 

The question is not just one of protecting our initial investment, .but 

•Of not getting started on a policy ot m&king doubtful loans, That policy would 
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eubjeot ua ~o an endless drain on our ruoun:ea. It would be or little lasttna 

beneri~ to the borrowers , and we should bo running ~he risk or repeating the dia­

aatroua policies or the twenties and thirties when we lent too freely and then 

stopped altogether. 

PRC1l'EXlTION OF UNlTED STATJ:.S PROOIPL£9 AN!> INI'ERI!STS 

The United States has a definite national point ot view 1n foreign rela-

tiona represented by such concepts as those 1n the Atlantic Charter and the trade 

policies sponsored by Mr, b~l. Ift, addition, the citizens ot the United states 

ba•e widespread co:zmercial, t1nenoial, and culturel interests, 

One of the greatest contributions the United States can render to the 

world is to make available to other countries the virility and productiveness of 

Q our uyatem of private enterprise. The operations of any international financial 

institution could be conducted in such a way as either to encourage or to hamper 

• ,;:::J • 

the spread of the benefits of private enterprise, On the board of any such body 

there will be representatives or some countries which do not have the same und~r-

standing and appreciation ot private enter,prise that we do. 

With these considerations in mind we may well ask the question 1 How 

much ought we lend through an international organization and bow much tbrol.ljjh a 

national body or our own, suob as the Export-Illlport Bank? In .botb the InternaUonal 

Bank and the L~netary FUnd we should be putting up the major share ot the inter-

nationally Yalid tunds , but we should have only a minority or the votes on the dis-

position of these dollars, In the case of the Bank we should have a veto power 

ovor loans tloated 1n dollars, just as other countries would have such power in 

respoot to l oans in their currencies • 

Thoro is no such veto power in the case or the Fund. In other words, -- ---
with tbo FUnd wo should be baoding over to an international boa, tho power to do-

tona.tno the destination, time, and use of our cone)', Countries with whom we llligbt 

bo baving aerioua polit1ca4 ditterencea, aa waa the caae with Ua]7 over Ethiopia 
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or 1ap6D oYer ~o~Mcburia, or countries wbose trade policies d.1scr1.m.1nated agall!at 

the 11ni ted Stotea, 11116ht go right ahead ua1n8 our dollars, o.nd we should han 

little· power to preYent it, 

In many oases there will be substantial advantages in having other 

countritls shore with u.s the r~sponelbllity and risk of loans, and this cOD be done 

by the Bank effeot1Yely bece.uae of its structure, In loans to Italy, Poland, or 

YUgoslavia, tor example, the European representatives on the Bank would know more 

about the facts then we, and could follow more closely the fulfilment from yoar to 

year or t he condition or the loans; trode pol1c1os or ne18hbor1n8 countries, more­

oYer, WOuld atfect the goodneSS Of the loan a, 

In other eases where American interests are closely inYolved we m8f find 

it bettor to make tbe loans ourselves tbrougb a national organization such as the 

EXport -~ort Bank. Its continuance, with sound management, is therefore deair­

abl&l it can be especially useful in meeting emergency needs in the period before 

an international plan cOD bagin operations; . and further needs will arise, 

The point of this section is that we have national principles end inter­

eat. to protect end our lending policies will be effected by this Just os ere the 

lending policies of other countries, In the Bank plan we would appear to be.Ye 

odequote power of protection; in the Fund we do not , 

TDIELINISS 

Another qu&stion iSI Whet should be done now end what should wait? 

Relief is, or course, a pressing neoaaoity, and must be promptly end generously 

giYen, SterYing people cannot rebuild their shattered homes and industries or 

think much beyond where the next meal 1a coming trcm. u N R R A baa been set ~ 

to meet that situation, Along with relief comes reconstruction , which likewise 

..,at be tackled without dela.y, Tbh 1a largely e question or local goYermaenh 

end their peoples, but it D:f r~uire in part the uae of ...,dilllll end long- tel'lll 

oapit&l , auoh as oould be proYided in the propoaed Bank, Ooq u tM .. prel 1.llliJieiT 
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steps ar~ tekon, readjusguents made, and an orderly econo~ again started can tho 

stabilization part or the program have eecure foundation, 

The Congress will need to we16h tbia question of doing first things 

first and to determine whether it would be wise to make large sumo or money avail-

able for stabilization during the transition period when, as we aro l06rn~ 
___; 

through bitter experience in Creece and in Italy, economic conditions me.,y bo in 

confUsion. lnlo knows today whet the French tranc is really worth when it sells at 

2 cents in the official market and 1/2 cent in th" black market? l'lbo knows what 

kind of world wo are facing for the next five y~ers -- what political, social, and 

economic conditions? 

To sot up a stabilization tund under such conditions is to risk becoming 

involved in attempts to support uneconomic levola of currency, and to use up wastb-

tully tunds which ahould be uaed construct1Yely at the right time and under the • 
right 'safeguards, 

FOR\! OF ORGANIZATION 

(/ The Bretton 'IIOods plan sots up two separate organizations, a Bank and a 

Fund, But why should there be two? There would seem to be rew advantages in such 

1 division of effort end many probable difficulties. 

0 

A1JI( program sucb as has been propoaed will require wise end experienced 

manas-nt, Tho number or men qualified for these highly important posts is 

11m1tedJ and tho prospect of divided authority and likelihood of jurisdictional 

conflicts between two such institutions migbt prove s11rioua hand1oopa in attracting 

such men, The Congress might w~ll consider the potential confua1on and extra 

burden upon tbe public ot the ac~iYities ot t wo institutions w1th possibly OYer-

lapping powers, washington'S wartime experience W1tb multiple gOYOrument ageno1es 

has sbown us that wbere two agencies are created to work 1n the same general t1el4 

tbe result la a tangle of red tape, increased expense, lost time, duplication ot 

reports, en4 deoreued ett io lllllQf, WoraoTer, tt , aa seems po .. ible, t he oooperatq 
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Dations should d.-nd that the Pund be located 1ll one country and the Bank in Gn-

other, conflicts between the t wo would seem almost llle.itable, 

It the Oonsress should deoide to create only a sinsle institution , the 

Bank might by minor chan&es in its chArt~r , as suaaested later in this report, 

carry on the desirable functions of t he J.!'und. The Bank mlgbt readily proTide the 

meet ins place t or 1nteraat1ooal consul tation and agreement on monetary policies 

whioh the Bretton Woods program delegates to the complicated FUnd, The other 

essential of the FUnd is the proTiaion of stabillzation credits , whioh the Bank 

could SIIJ>Ply with 11Ule chan;;e in i ta proTisions Gnd under more satisfactory 

set eguards , "' 

CJl'HER PARTS OF Tl!E :PROGRAM 

Certainly a key question tor the Consress ia how this program tits into 

related elements or the international picture, A financial program cannot stand 

by itself, It con hope to be suoceastul only as i t is supported by etfect1Te 

agre-nts on international s ecurity and c00111eroial policy. We need freedom tram 

tsar ot war and freedom trom halllperins trade barriers, subsidies, and other 

economic weepona. 

Amo!!& the resolutions adopted at t he Bretton Woods Conference was the 

u.portant declaration that the objectiTes and purposes or the InterDatiODal 

lllcnetary FUnd "cannot be aohieTed through the instrumentalities or the Fund alone." 

The r esolution declared that goTernments, in addition to implementtns the Confer-

ence •s monetary and tin&nciel proposals , should seek in the field or llltematioDal 

economic r e l ations "conditions necessary tor the attainment ot the purposes of the 

FUnd," The ramifications of the problem are llldicated by the followins points 

apeoitioally enumerated 1ll t he Naolution as calll.ni tor agre-t a 

{1) Reduce obstacles to lllterDatioDal trade and 1ll other weys pro­
mete mutually adT&ntaseoue llltarnatlonal commeroial relations 1 

• This suaaeation was d1acusee4 by Dr, 1ohli K. Willi...., 1n rorei&D Attain tor 
OOtobar l9U, 

.. 
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(2) BriD8 about the orderly marketi~ ot staple co111110dit1es 
at prices tair to the producer and oonaumer alike! 

(5) Deal With the special problemo or internati onal concern wbich 
will arise trom tho cessation or production tor war purposes I and 

(4) Facilitate by cooperaun ettort the barmon1zation or national 
policies or member states dest&ned to promote and maintain blah l evels 
of ecployment and pro~essinly rii1D8 atmdarde ot 11Yin&. 

In other words , the COnference recQinized that currency stability is not 

a matter of monetary mechanisms alone, but depends upon actions and policies in 

other directions as well, Tbie again suggoste tbe need tor keeping t he financial 

llll'cbaniem we adopt now etmo>le and flexible eo tbat it can tit witb tbe other ele­

ments in the progrt!olll as they denlop, 

The Br1t1ab situation is a vital factor in any stabilization program, tor 

Britain has been a great center of world trade and finllllce on • bi ch many parts ot 

tbe lfOrld depend, lt.lob ot ber substance has been drained ott in thh war, An es-

aential s tep in world recovery ts·a plan tor Britain, We ought to know more a bout 

that before mk1D8 large cooml.tments, 

InVOlVed in t his WhOle question or V1Will8 all t he pertinent parts or the . . 
international picture is the need tor puttiDS together SOill8 budget ot wbat our over-

all post-war eacpenditures lll8,1 be, OUr nat tonal resources are not unl!JD1ted, Blld 

the American taxp;~~yer is alraa~ carry1118 a heavy burden. Economic stability in 

tbe OIIUed States 1s necessary to world stability, and we can maintain stability 

bere only as we reaiat tbe intlationary preasures which arise trom loose tisoal 

pollciee and a s we aYoid teaces which stifle enterprise, Before lllter1118 into large 

seale commitments t or any part ot tbe foreign program, it would seem reasonable to 

prepare an eaUmate or poet-war needs, 
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J.N AI.TERNATIVE SUGC!SI'ION 

Tbe foregoing queations tor the consideration or the coogross present a 

compliooted and difficult problem. As a contribution toward its solution, the 

AdYisory Committee on Special Aotivitiea or the American Bonkers Assooiat ion and 

tho Foderal Fiscal Policy Committee ot tho Association of Reserve City Bonkers and 

ths Study Collllllittl!e on .Post-War ProblO!na or the Bonkers Association tor Foreign 

Trade haYe agreed on the following speo1fio suggestions. These proposals ore ap-

proYed bf t he Administrative Committee ot the Americoo Bank ora Association, which 

was authorized by action ot the COnvention in Septflllber 1944 to speak tor the 

Association. 

(l) That the copitDl funds ot tbe E:rport-Import Bank bo increased to 

$2 billion, first to provide means for moetlog promptly deserving credit needs 

prior to the setting up of an international bonk, and second to enable tho united 

States to make loans in which this country haG special interest and which can be 

made more effectively through a national institution than through an international 

body. 

(2) That the Johnson Act and any enalogous provisions in the Neutrality 

Aot now stondiog 1n the wey ot private loana to certaiL foreign countries be 

repealed, 

(:i I That the Bretton 'lloods plan for an International Bonk ot Reconstruc-

tion and Development be adopted, but with the following auggested obangeaa 

(a) That the two pa:ragrepbs tn the Bonk agreement wbicb meko member­
ship 1n t he Bonk dependent on membership 1D the Fund be doleted, 

(b) That an article be a4ded placing on the governors and directors 
ot the Bonk responsibility tor arranging and negotietin& agreements be­
tween the mflllber countries with respect t o the stab111zat1on ot ourren­
olea, removal ot exoban&e controls oa rapidly as practicable, and tbe 
general rules or procedure 1n oarrying out monetary policies, 

(c) That the Bank be autborbed to collect information witb reapeot 
to monetary and economl.o matters as outlined 1n tbe Monetary Fund 
propoeal. 
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(d) That the lendi.D8 powers ot the Bank be broadened eu.ftioientl.y 
to allow 1t to oake loans, under the same sateguards as the other loeos 
ot the Bank, tor the purpose ot aiding countries in stebilizing their 
currencies. 

As eo administrative mettar, it is presumed that with the adoption of the 

nboYe reooiiiDendations, which do not include approval ot the proposed Fund, the Bank 

wo~ld sot up , under properly qualified management, a sepsretu department to deal 

with currency stob111zetion. The experience of central beaks constitutes a reser­

voir ot intorme.tion end experience wh.ich ahOuld be tapped by the Be.nk, end every 

effort should be made to see to it tbet qualified central beakers pertioipete in 

t bs JDIIll68&ment of the Bank, 

These proYisions should enable tbs Be.nk to carry out aU the essential 

purpoaes ot tbe Fund in a sound end practical manner, Tbe capital proYided in the 

Be.nk plan abould b& adequate tor all the purposes included i n th& emended pro-

posal, • If, after a few y&ers• operation, successful results demonstrate the need 

tor more oapitel, there is nothing to prevent r eoonsideration of the subject at 

tbet hme, 

A certain number ot seteauerds should be thrown around the operations or 

tbe Bank in the enabling legislation which the Congress adopte in approYing tbe 

Bank. Tbeae should include the prcviaion that the Americeo governor end director 

ot the Bank should be appointed by the President with the advice end consent ot 

the senate and that they should be men or tested banking e:xperience. 

Provision should also be made tor a United States directing coiiiDittee 

consisting ot ortice!e such as t he Secretary ot State, the secretary or the 

Treasury , t be Secretary of ooamerce, the OheirmM ot the Board or oovernors ot the 

Federal Reserve sYstem, a representative ot the Federal Reserve Banks, the Foreign 

• Econolllio Administrator, and the President ot the Eleport - DDport Bank. This ooamit­

tee might instruct the American governor or director ot the Bank in important 

deoislons ot broad policy arteoting the welfare or the count~, Tbe ooamittM also 

• IDitiall.y 19. 1 b1U!on1 ultimete}T 110 billion, 
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might act ao the agency ot the United States in those matters in which the articles 

ot tbe Bank call tor a decision by this Government, There should also bo provision 

for regular consultation between this committee and tbe eppropriate Congresoional 

committees and formal reports at regular and frequent intervals to the President 

and the congress, 

In addition to suggesting this amended plan, the banking committees 

again reattirm the position which the American Bankers Association has taken re-

peatedly: that a primary foundation for the stabilization or currencies is the 

finn stabilization of the United States dollar in relation to gold, 

The committees also reaffirm the position heretofore taken by the 

American Bankers Association that any plan for general stabilization of currencies 

can endure only it it is based on sound internal economic policies of the nations 

and on sound international eoonomio policies, including trade arrangements which 

encourage a continued two-way flow of trad&, Nations cannot repay foreign loans 

·Jnless they can market their products, To bring this about, a continuing m d 

vigorous effort will be necessary for the reduction ot trade barriers, for the 

elimination of special privileges, discriminatory bilateral arrangements , etc, 

The committees look with favor on efforts in these directions being made in con-

nection with the security program discuesed at Dumbarton Oaks, including the 

proposed Social and Economic Council, 

CONJW>ION 

American bankers are keenly desirous of securing positive, constructive, 

and effective 8Ction in establishing meons tor international monetary cooperation, 

This is one ot the essential steps in a broad program for world reconstruction and 

le,ying the foundation for lasting peace, 

The interest ot the bankers in this program is the same as that ot their 

W,ooo,ooo customers, and ot the people as a whole, The well•being of all 

Americane will be atteoted tor sood or ill by tbe action that f1ll<f be taken on 
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these proposals , M!f plan adopted will be a now experiment in inhrnationel co­

operation on a scale neYor before attempted, An international organization at 

best otters such serious practical operating difficulties that we muat try hard 

~o a~>ke this one silllple, understandable, and workable, 

The cocmittees ot t~ee lllljor banking organizations, haYing studied the 

Sretton Woods plena with great care, llllke t~e foregoing recoanendetions in the be­

lief that, with able and experienced management, the plan proposed would proYe 

sound and etfectiYe over a term of yeers in ~hieving the major objective or 

international financial oooperetion, The cocmittoes belieYe that the Monetary 

FUnd as drafted is unsound and would increase the already grave danger or infla­

tion; would delay tundamental economic adjustments; and would tail to protect the 

principles and interests of the United States and her citizens, They believe that 

the simpli f i ed program they here sll88est- would accomplish the desired purposes 

more ertectiYoly end with much less danger, They believe that it would be ac ­

cepted as readily by other countries and would wear better in the realities of 

~his chaotic world, 

The responsibility for decision lies with the Congress, in the light ot 

broad politicul end economic es well as technical considerations, We hope the 

Congress will act positiYely end with as much prompt ness es is consistent with t he 

caretul scrut iny the problem requires, 
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Question: 

'lbe ABA report recommends that the Fund and 

Bank be combined. 

Answer : 

(a) Stabilization functions and investment 

functions are so d istinct that they cannot be success­

fully combined. There is always dan.5er that mistakes 

in stabilization operations will be covered up by 

long- period stabilization loans . 

(b) A long- term stabilization loan cannot ~1ve 

the same effect as constant and broad cooperation in 

maintaininz exchange standards . Countries will not 

commit themselves to maintai nin0 alone the rules of 

the g ame because they are offered a loan when 4' other 

coun t ries are free to do as they please . 
/ 

(c) The ABA report provides merel y that after the 

Bank is established L~ ~ ttemp t be made to secure adher­

ence to standards of exchange practice . If VIe wait to 

do this , countries will have c=itted themselves 

already to exchan0e control, f l uctuating exchanues , 

discrimi natory clearing agreements, and similar 

devices . 

' 1 -
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Question: 

The ABA report states " the International Monetary 

Fund introduces a method of lending which is novel and 

contrary to accepted credit princlples." 

Answer: 

(a) The Fund is not essentially a lending 

institution . I t is a means of securing international 

cooperation for the establishment of exchange standards, 

''rules of the game . 11 

(b) The method of g ivin3 help to countries under 

the Fund is a method, the sale of exchange under a gold 

value guarantee , which we have used in our own s t abili-

zatio:n fund w1 thout the loss of one dollar . 

(c) The same method has proved so successt'ul that 

it has been used in the recent Anglo- Belgium and Angl o­

Dutch bilateral agreements . 
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Question: 

The ABA r eport states : " the borrowing under the 

Fund would be subject to certain limit ations but with 

no stipulation thst the loans moul d be t;ood loans . " 

Answer : 

(a) The Fund would not begin exchange transactions 

with coun tries unless they aro in a posi t ion t o keep 

exchange r ates s t able without excessive use of the Fund. 

(b ) No country could purchase exchange f rom the 

Fund except to help make payments f or current i mports 

and similar current t ransactions . The Fund could not 

be used f or capital f light . 

(c) The Fund could s top any country at any t i me 

from purchasing exchange if the country is ac t ing con­

trary to the purposes of the Fund. This i s so broad 

that the Fund could -s top exchange transaction s w1 th 

any country whenever it wished. 

(d) All of the cur r ency holdings of the Fund are 

gua.ranteed against depreciat ion i n terms of gold • 

• 
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Question: 

The ABA report states: "There are now r aw countri es 

without subs tan tial hol di ngs of dollars and ~old. " 

Answer : 

(a) Countries have larger s old hol dinbs than 

bet' ore , but their needs are far gr eater than ever 

before . 

(b) A large part of their present gold and dollar 

holdings ($18 billion) will be used immediately af ter 

the war f or reconstruction . 

(c) The ~onetary reserves that will be available 

to countri e s will probably not exceed $15 billion, of 

which they will not use more than about $5 billion to 

keep s table exchange r ates and to avoi d exchange 

controls. 

(d) The Fund gives countrie s a second line or 

reserves provided they use their own gol d r eserves to 

keep the rules of the g ame . In this way countri es will 

be induced to use their ovm reserve s ror s t abilization 

purposes and the resources that will be available ror 

stabilizati on will be increased subst antially. 
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Questi on: 

The ABA report states : "Who knows the kind of world 

we are .facing .for the next .five years -- the political , 

social , and economic conditions?" It proposes that we 

wait. 

Answer: 

(a) We do know that i f nothing is done , the next 

five years will be a perlod of economic and social 

disorder and o!' political disturbance . 

(b) If we do nothing and wait five years , 

countries ~1ill have con:mitted themselves to a policy 

of economic warfare which they will not be able to give 

up later . 

{c) Countries do need a period to adjust themselves 

to post- war conditions . The Fund does that through 

special arran3ements . In the meantime , every c oun t ry 

commits itself to abiding by the rules of the 6 ame . 
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Hello. 

Mr. Brown 1n Chicago. 

Thank you. Hello. 

Go ahead. 

Hello , Mr . Morgenthau. 

How are you? 

Ned Brown. 

February 5, 1945 
11:30 a.m. 

I thought you called me Henry. 

All right, He~ry. 

I suppose you've seen t his release about A.B.A. 

Yeah. I glanced at it; I didn't read all or it. 

Well , this is what I was thinking of doing, and 
I Just wanted to see whether - - after all , after 
the talk that I had With them, I kind of got the 
reeling that they were going to say, "Well, this 
isn't the way we like it, but we'd rather have this 
than nothing. • And or course, they didn't say 
anything like that in their story. Now, it I - -
I have two -- I have a choice or two ways or 
g~ing. One is to say nothing and let the t hing 
ride itself out, or to come to gripe with them 
this afternoon at a regular press confer ence and 
say, 1 The car ds are down. I don't reel that this 
r epr esents all the bankers in the country by any 
means; that I ' m very disappointed that they want 
to take this on as this is a f ight tor forty- tour 
na tions t rying to make tor better f inancial 
stability.• And say the same group in Engl and is 
opposi ng it , headed by Lord Beaverbr ook, and it -­
it ' s unfortunate that a small group would take 
this position. And just call a spade a spade -­
just -- might as well take it head-on. 

Well , I don't know. It seems to me the better 
strategy, to me , would be, Henry, to say that 
they made their criticism; that after all an 
inter national agreement must necessar ily be a 
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compromi se unl ess one nation is going to dominate 
the whole thing; that it isn't a question ot whether 
it's possibl e t o get such a pl an as the A. B.A. 
wants, but t he beet that you coul d get vas the - -
the only thi ng that came out vas a compromise 
arr ived at at Bretton Woods and that,in your opinion, 
there is no chance ot ohanging Bretton Woods - -
it's Bretton Woods or nothing and it's aside t ram 
the question as to whether these things suggested 
by the A.B.A. are improvements or whet her they're 
not-- I don't think •••• 

Well, woul d it upset you-- I'm-- this is just 
between the two ot ue, you see? Woul d it upaAt 
you at all it I got a little dirty' 

Well , I thi nk it woul d be a mistake. 

You do? 

It won't upse t me, but I mean, I th ink that-- I 
still believe as a resul t or that cont erenoe -­
I haven't seen either Burgees or Fleming since 
then -- but I thou~ht t ha t something like this 
would come out. I ve seen some ot their earli er 
drafts. This i s toned down somewhat f r om it. 
But they f eel that tor their own purposes, they've 
got to put this out, tha t when it comes to testifying , 
whenever it can be established, which I shoul d thi nk 
the State Department and delegatee coul d easily 
enough establish-- it it was this or nothing 
that it wasn't impossible to amend .... 

Yeah. 

.... the ag r e ements suggested by the A.B.A. ; that 
you'd find that Burgees and Fleming and a good 
many other people will say, 'Well, Bretton Woods 
is a lot better than nothing. 1 

Yes . Well • . •• 

I thi nk it would be a mistake in tactics to come 
out-- it gives them a bad taith --it wi l l be •..• 

No, I woul dn't say that. 

•••. a minority group vhloh vas trying to bl ock 
something and eo torth. It's a case ot the worst 
enemy ot the good cause ie always the beet cauee. 
Nothing in this world ie ever per fect. 
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And ••.• 

Welt • ... 
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• • • . you1 l'e got - thh - - the Bretton Woode 
agreement ie much better than nothing and t hat's 
the beet you oan get. 

Yeah, but they don't eay t hat. 

Well, I don't know. They don't eay that -- but 
I mean , they don't -- neither do they nega til'e 
tha t . 

No. Well, I wanted to talk to you. I '•e got 
t hree or tour houre to think it over. The only 
the thing that bothers me 1e papere l ike the Tlmee 
and the Tribune. The:r'•e taken tb1e t hing up, you 
aee? They put thia out two or three da;re i n adl'ance 
and these papers have had a chance editorially to 
glow over thle thing: what a wonderful report thle 
ie. And I had felt attar our conter ence here1 the:r 
might have sent in a report -- just what you re 
saying, but that's completely absent. 

Well, that 1 a completely absent, but - - I mean , I 
don't think that Burgees could say lt now or could 
aay it until the time comea tor the Congr essional 
hearing. 

Well, it ma:r be too l ate t hen. 

And I wouldn' t do anything at the present time 
whioh would make it impossible tor him to eay it. 

Well, let's leave it -- it attar thinking it over, 
I should get a little tough in my talk, it1 a not 
going t o upset :rou? 

No. 

No. 

That ' s the main thing I want to know. It it'a 
going to upset :rou, then it ien't worth it. 
But I 'll eee. 
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Yeah. Well, as I say, it it's a question ot 
accusing them ot bad taith •. • . 

No, I'm not .• •• 

• •• • or something ot the sort, then that would 
upset me. 

No, I 'm not •••• 

I'm sure that isn't .... 
No , I ' m not goi ng to say that and I'm not going 
to get personal. 

That's threatening -- that the banks are getting 
themselves in bad or something by •.•• 

No. 

• .•• adopting this attitude. 

No. But I don't think that the A.B. A. speak• 
tor all the bankers by any means. 

J 

No, it apeak• - - it don 1 t speak tor all ot thea. 
I mean, like all th1e -- it neYer amoun~ to anything 
until after the -- Mr. Rooeevelt vas elected the 
tirst time, becauee it never had muoh influence 1a 
legislation, but I mean, the ~~nietraticn wouldn't 
deal v1 th the clearing houeee 1n the la.rger ci t1ea 
and they had to deal V1 th som·ebody and they dealt 
V1 th the A. B. A. 'lbat ' a the way the A. B. A. -- but 
it's got a membership in practically eYery bank 
in the country. 

Well , I appreciate this frank talk and, ae I eay, 
it 1 a Just between the two ot us. 

Yeah. 

It you have any ideas in the next tew daye, gi1'e 
me a r ing, v111 you' 
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Yeah, I will, Henrr. 

I t hank fOU. 

All right. B7e. 

• 
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Hello. 

Yes, Renry. 

How are you, Sam' 

Pretty Good. 

February 5, 1945 
2:31p. m. 

Row do things look in the Rouse tor Henry 
Wallace? 

Oh, I thlnk it will just be a straight out 
party tlght. We'll lose a rev votes but I 
thlnk it will be a ll right. 

Well, will they have those amendments or 
Jesse Wolcott 

I hope not. 

What? 

I think we oan control that. 

You th1nk you can control it? 

I mean in the Committee , and then I assume they 
will be offered on the floor, but I ~~ink we'll 
get along with them. 

Good. 

That's my opini on right now if we ca n get our 
people here , and I think we can. 

I thlnk it's awfull y important that we don't 
let them shove us around too much. 

Well , or course, this crowd - - they don't know 
it, but what they're doing, the first thlng you 
know, they'll mess around here and get Henry 
Wallace oonfirmed wi th all these powers. 

Yeah. 

What they've been t r ying to take away from him. 
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Yeah. 

I tblnk maybe we can handle i t . I don 't know. 

Fine. Well, it I oan be any help , le t me know. 

We're seeing, Henry. Good bye. 

What? 

Fine. Thank you. 

Thank you. 
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February 5, 19~5 
2:~ p. m. ' ,) 

Hello. Hello. 

Mr. Canfield. 

Go ahead. 

Go ahead. 

Hello. 

Hello. 

Mor genthau speaki ng. 

How do you do, eirt This is Cass Canfield. 

Yeah. I vas Just thinking about you. 

Yeah. Well , I ' ve done some checking on Loth. 

Yea h. 

And t alked to people in the ottioe here. 

Yes. 

And we thi nk he would be a very good ohoioe. 

Fine. 

He writes well , apparentl y is a very conscien­
tious research man ••• • 

Yes. 

... . and I think he'd be Yery usetul. 

Good. Well, I ' m going t o see h1m i n a l i ttle 
while and I think we'll be able to get together. 

Well, that's ti ne. ' 

Am I oorreot or inoorreot 1n the feeling that 
you people aren ' t as muoh 1ntereated in a book 
now aa you were when you wer e down her e? 

I would say, 1! I may, you're not oorreot. 

. -
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Well, I Juet wanted to know. 

Yea.h. No, I don 't t hink there ie a ny -- any 
change at all . 

Well, I didn't know. I felt that-- maybe it 
was beoauae you were going away or eometh.lng 
t hat I got that feel ing. 

No, not a bit, and Fisher ie very keen about 
1t, and he 'e been in pretty close touch with 
various people in your office •.... 

Good • 

•.. • i n the last two or three weeks. 

· But you feel this mania thoroughly competent' 

Oh, I do , yea. You mean Fisher? 

No, Loth. 

Loth. Yea, I think he'll do an excell ent Job. 

Fine. 

Yeah. 

Fi ne. Thank you eo much. 

All right. Good bye. 

Regraded Unclassified



0 

() 

Ph.E- PkESS 

Present : Mr . D. i.. Bell 
l.!r . 0 ' Connell 
lll.r . 'Mlite 
J.r . Bl ough 
Mr . Gas t on 
tlr . Shaeffer 
L!i s s Chauncey 
Urs . McHugh 

Februat•y 5, 1'345 
3:55 p.m. 

JUt . SHAEFF~k : They have this outside • 

• ~. BELL: That ' s the thi~[ Ted ~orked up . 

H. r .. . J:t: Viell , ,•,ha t do I do nith it? 

Mk. BELL: Nothine , ,just gi ve lt out . 

H . ~ . JK : Just what ? 

lf.k. GASTON : 
· I hope you don ' t 

morning. 

I cleared a little st at emen t fo r Pehle, 
mind , alone the lines he talked about this 

H.hl . Jk: Did you give out this thing on this? 

MR. SHAEFFErt: They just cot it yesterday. 

li • .~I . JR. : Nov., ,·,hat about the Sllpreme Court decision on 
collective customs . 

tl:h. 0' CONNELL : That was the Barr case. They handed 
down a decision today at noon . The Circuit Court of Appeals 
held where an importer showed he actually purchased the 
goods at a free rate or other rate dif'ferin t: from the of ficial 
rate, that that i s the rate that the customs people are 
t o apply to the importation f'or the purpose of determining 
what the duty will be. We lost the case . \,e won in the 
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Circuit Court and lost in the Supreme Court . 

MR. (}ASTON : J ohnson feels r.e ought to have legislat ion . 

bUt. 0 ' OOt;t:ELL: We have already su~;eested ler isla tion . 

H.t! . JH: Well , I will do the best I can on this ABA. 
If you Eeople don ' t mind, I want to ask you not to ansv.er 
unless 1 ask you to , because I may not handle this .ius t 
ri~ht , but I t hink it is a better way to proceed on these 
th1n~s , and if I want some help , 1 will ask. 

~ffi . G~STON : I think you are qui t e right . 

H.t' .Jk : If you do:1 ' t mind-- ! am not lookiny at any­
body, I am looking dov.n . 

~R. (}ASTON : You can look at me if you want to . 

H.J.! . JH: No , I meant to say that I knov1 all of you 
well enough, but it eets me a little off my track, and this 
on e particularly is goine t o be difficult , and I know Bell 
may ,·,ant to kick me in the shins . 

Lll1. BELL: I will be rizht after you , It r.ill be 
hard t o hold me back on this one . 

H. L! . Jh: They v.ill all try their bes t to put some words 
in my mouth. I took a nap i or thil•ty- five minutes . I don ' t 
know whi~h would be best . AnY'·•ay, does anybody have any 
last adVlce? 

Harry? 

Mk. nHITE : No . 

H .~ .JR : Here goes ! 
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TREASURY DEPARTMENT 
Washington 

FOR Il>lMEDIATE RELEASE, 
Monday, February 5 , 1945 . 

Press Service 
No . 45-l 

In announcing January United States Savings Bond 

sa l es of $1,074,180,000, Secretary Morgenthau pointed 

out that conversion of thes e bonds (Series E, F, and G) 

by their owners into cash has steadily declined s ince 

the inauguration of the October 2, 1944, redemption 

plan . 

The redemptions and percentages of the outstanding 

were as follow:>: 

~ Percentases 

October, 1944 $~95 , 000,000 1.16 

November ~76 , 000,000 1.08 

December ~59,000,000 0 . 98 

January, 1945 33~,000,000 0 . 89 

This reduction in the percentage of redemptions 

reflects an increased realization on the part of the 

American people of the soundness of the Treasury' s 

advocated policy to· "Buy and Hold War Bonds," 

Mr. Morgenthau observed. 

- oOo-

. --. 
l..Jf 

0 

0 

• 
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of tbe Cablut Co..J.ttee Oil Lell;latln 
PI'Opeu boal4 Oil Ju•17 86, 1 • I ban 
DO aucpat1ou aa to the outat of tM ala­
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SlDOOI'OlJ 70UP•' 

-"') H Mo111enthau, Jr. 
lSIII""" · 

·s 
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DEPARTMENT OF STATE 
WASHINGTON 

January 31, 1945 
CONFIDENTIAL 

My dear Mr. Secretary: 

Assuming it is desirable to keep brief reoorde 

of the meetinge of the Cabinet Committee on Legisla­

tive Programs, I am enoloeing the minutes or the 

meeting held January 26 , 1945. 

It you wilb any oorreotion made, please l et me 

know. 

Sincerely youre, 

~<5:. 

AcUng Secretary. 

Enclosure : 

Minutes or the meeting 
held January 26, 1945. 

'rhe Honorable 

Henry Morgenthau, Jr. , 

Secretary of the Treaeury. 

• ----

' 
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~tea or Legislative Progr~ Comaitt ee 
J anuary 26, 1945 - 4 100 P•• • 

The f i r st meeting of tbe Coamittee wa s hel d in 

Secre t ary Morgent haut a office on Fri day, J anuary 26, 

1945, at 4 100 p.a. Pr esent wer e Actil~ Secretary or 

St ate, Mr . Orew, presiding J Secret a ry korgenthnUJ t he 

Di r ector or t he Budget, Mr . Sm th. Th~rP were also 

present d\Uiing tt1e meeting Aesi s tll.llt Secret ar y of 

St ate Acheson, Aasistant Secr etu·y of the Treasury 

Whit e , t he General Counsel of the Treasury, 

Mr. o •connoll . 

I t was decided not t o. request t ho Whi t e Hous~ 

for a week or tw~ to send to the vari ous agencies the 

l e tter appr oved by the Pres ident notifying them of t he 

cr eat i on of t his Committee. In the a eantimc the Dure~u 

of the BI&Jget would prepare a l i st o the departments 

and .agenci es to which such a l otter nhould be sent. 

The agenci es ancl departments interested i n the l esie­

l ation listed in the Keaorandum to the President would 

i nclude the ~ EA, the Ex?ort- Ila;Jor t Bank, the Departaent 

or Agr icult ure , the Depar tment or t he Interior, the 

Petrol eua Adainistrator for War, the 'eder al Power 

Commission, and . tbe Civil Aviati on Aclminiatrat1oa. 

Ur. Acheeoa 

Regraded Unclassified



(J 

- 2 -

:t.lr . Acheson aentionecl that at an ea.rly meeting 

ot the COIUIIJ.tt ee action 1n regard to l egi slation upon 

t he fol l owing wO\lld re~ulre diacuaslona 

1. The joint resolution on &elllber sh.ip in the 

International Organi sation for 'ood and 

Agr i culture. 

2. Extension or the T rad.e Agreements Act. 

) . Ratif ication by the Senate of the San.it ary 

Conventi ons recently s igned. 

4• F.xpor t Iaport Bank legislation. 

' · Repeal of the Johnson Act i f t hat was not 

i ncl uded 1n the Bretton Woods legisla tion 

now .under di aouaai on. 

The aeeting adJourned at 4130 P••• 

,.. I .._ 
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J•llnar7 6, 1846 

ICJ" bar llr1. Pattii'IOill 

h artlole 1a rov ,..,. .. of ...., , 
Jebnar7 ,tk, Wlier tke hel.41ac "Jew Yorker• 
lUna Choloe Jebral Pv•te• eoatalu t!le 
followiqr •seoretarJ of the !Pea1v7 
lloJ'IInth&u 11 tile 1oa of a -.11 Street 
lUJII' Ul4 lnn1t.at 'butll'o e 

!h11 •tat .... at about ., father 11 
wbollr lnOOI'I'IOt. 81 lliYII' praot1oe4 law 
1n Jall Street. AI a .. tter of faot, ._ 
•toppe4 praot1o1ac 1a 1800, u4 be lliTII' 
ftl Ul 11lTIIt-t 'butll'o If ~0w111 take 
the trouble to look b1a up 1a '• lbo 
1n iaerloa• rou wlll flnl. aa aoovate .,._ 
aar,r of hi• ~11llll aot1Y1t1••• whiob I 
bill••• are caeralq reoopiae4 u baTlq 
beu abo•• reproaob or oP1Uo1a. 

tova ti'UlT, 

lt1111n11111 H. Morgenthau, J r. 

11'1. lleaaor Me41ll Patter•oa, 
•ablqtoa !1M• 811'&14, 
.. h1qtoa, D. c. 

•• 
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DRAFT 

Ny dear Mrs . Patterson : ~-~ 
G-..- ~' Ce ..:__ ( .. ~ ____ _{ 
_ltl~our paper oc ,_February 4t ;rnu uy, Wld I 

d.£ds• "Secretary of the Treasury Mor~enthau is the 

son of a Wall Str eet lawyer and investr.tent banker." 

This statement about my father is wholly incorrect . 

He never practiced law in Wall Street . As a matter of 

fact , he stopped practicing in 1900, and he never was 

an investment banker . If you flill take the troubly t::i; 
~ ~ 

- loo4: up l!liliX "Who ' s Who in America" ~ you will rind - ,.... ~ , 
an accurate §l!';;;;;;;Lft;1'of ~ ftfi V '3 business activities , ,._ 
anllaiab 7 

• c which I believe are gene rally recognized 
~6«·· 

as ~~bove reproach or criticism. 

-
Yours t ruly, 
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!he war in Europe 11 apJlroaohing ita olill&x. lfo war in 

biator.y baa eYer been waged with auoh !ur.y or on so vaat a 

aoale. You can gauge the intensity and the vaatnesa of th1a 

war !roa a !a.ct renaled by General Warahall last month. 

In two months' tlae alone, General Warshall reported, we sent 

more supplies to the European Theater ot Operations than were 

sent during all of World War One. And thia leaves out o! 

aooount all that we sent during the same period to the Paoitio 

and, through Lend-Lease, to our Allies. 

In teras or moner, the war, so !ar, has oost us two hundred 

( twenty-nine billion dollars. This 1e aore than senn tlaee the 

total cost ot World War One. 

Today we are paying !or about forty-six per oent ot the 

ourrent oost o! the war through taxes. These taxea are being 

paid by virtually all o! the American people. The nUIIber o! 

indiYidual income tax payers has increased troa !our aillion 

before the beginning ot the defense program to !l!ty ailllon 

at the preaent tiae. Jeyer before has a deaooraoy taxed itaelt 

on suoh a broad baae. 

The people are also sharing on a •ut soale in lending aoney 

to the Goyernaent. Before the war, there was only a handful 

o! GoYernaent bondholdera. But ainoe the war began, eighty-!1Ye 

aillion peraons haYe bought Go•ern.ent Bonde. ADd it ia 
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worth noting, I think, that of the total value ot bond• bought 

dUI'iDg the war, nearly halt -- 44 per cent to be uaot -- c.­

troa worker• through paJroll deduotiona. 

There is an old aql.ng: •ro carry on a war, three things 

are neceasaey - money-, aoney and aore aone;y. • VIe know todq, 

ot OOUI'se, that this ia not so. The really i~ortant things 

are aen and weapona. But money ia still l.aportant. It 

represent• a olaia on the aaterials out ot which weapons are 

aade. And when we give up our money, we give up our olal.a on 

theae aaterlala. 

( ' !aerioa'a productive equipment and efficient labor toroe 

are our truap cards ln this war. When you use your money to 

Pl.f taxea or to buT War Bonds, it meana that a portion ot 

thil equipment and ot this labor, whioh might otherwiae 

have been devoted to aakl.ng your luxuries and yoW' ooa!orta, 

la inatead devoted to turning out more and better war weapons. 

It ia tbeae better weapons which have made our oaaualtiea 

10 auoh lower than tboae ot OW' eneaiea. To a aignitioant 

degree, we have been able to exchange equipment tor oaaualtiea 

that ia, aonef tor llvea. This baa been aade poaalble b;y 

fOUr collective resolve, expressed through Congress , to Pl.f 

taxea; and by fOUr individual resolve to buT War Bonde. 

l 
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You aan and women who are membera of the Aaeridan Federation 

of Labor have a continuing dual responsibility -- the actual 

production of the war weapons that have ahielded and aaved the 

livea of our fighting forcea; and the setting aaide of your 

money ao that the Aaerican productive aachine will be diverted 

froa making the thinga of peace and devoted to ninning the 

war aa apeedily aa poaaible. and with the leaat poaaible coat 

in livea. Tour taak. like that of t he men in combat. ia now 

approaching i ta clt.ax. 
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The war in Europe ia approaching ita climax. Ko war in 

history haa eyer been waged with such fury or on so Yaat a 

aoale. You can gauge the intensity and the vastness of thia 

war from a fact reYealed by General Marshall last month. 

In two months' time alone, General Jlarahall reported, we sent 

more supplies to the European Theater of Operations than were 

sent during all of World ~ar One. And this leaves out of 

account all that we sent during the same period to the Pacific 

and, through Lend-Lease, to our Allies. 

In terms of money, the war, so far, has cost us two hundred 

twenty-nine billion dollars. This is more than seyen times the 

total coat of Ylorld War One. 

Today we are paying for about forty-six per cent of the 

current coat of the war-through taxes. These taxes are being 

paid by virtually all of the American ·people. The number of 

indiYidual income tax payers has increased froa four million 

before the beginning of the defense program to fifty aillion 

at the preaent t1ae. laYer before has a deaooraoy taxed itself 

on such a broad base. 

The people are also sharing on a Yaat scale in lending money 

to the GoYer~nt. Before the war, there was only a handful 

of Qoyern.ent bondholders. But since the war began, eighty-fiYe 

. ailllOD persona ban bought Gonl'!lllent Bonda. And it 1a 

'I 
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worth noting, I think, that o! the total value o! bonds bought 

during the war, nearly half -- ~ per cent to be exact -- came 

through payroll deductions. froa workers 

f\..1 .. uJ.. re is 

~/are neceu ..... .._. 

an old saying: •ro carry on a war, 

aoney and aore 

ings 

today, 

of course , 

represents 

these aateriab. 

( America's productive equipaent and efficient labor force 

are ~ tr1111p cards in this war. When you use your money to 
,y-? ? ..... t ,..,__ ...-- />" 

pay taxes or to buy War Bonds, it means tha~a portion of 
I-/..,.... 

thi• eqy\pa~t ~d ot-thi~~r, which might otherwise 

have been devoted to making your luxuries and your comforts, 

is instead devoted to turning out more and better war weapons. 

It is these better weapons which have aade our casualties 

so .uch lower than those o! our enemies . To a significant 

degree, we have been able to exchange equip.ant !or casualties -­

that is, aoney for lives. This hae been IRSde poesible by 

your collective resolve, expressed through Congress, to P&f 

taxes; and by your individual resolve to bu7 War Bonds. 

.... . 
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You aen and women who are members of the American Federation 
),1-7, of Labor han ac: r utbzl:ss dual responlibillty -- the aotual 

production of the war weapons that have shielded and saTed the 
4-'--J.,. 

ll V8 8 0 f our fl gh ti Dg f 0 roes ; and
1 

t.h~I'8'8-S ell't~t~i~RiffJI--Jaoll'~l .cld &1 _.oo;fL,JfU.Ol.J.!!U:t:_-. 

hn• m•k'ne tho thi::ga af ptJ?t<'~ dnohil to W1tmtrig t'be 

~r aB apeod\ly AI pppnj bJe0 p)i Rllh the }&&Gt 'IJJ1 b1 J JOlt 

1i'ft llrii';: I " P t r k; llhr *be' .C u a 1£ GU&Bit, is a 

app•o•nh' 'lfJ , , 

~--
vF f'W-

/ ;,_/ I" t. " ~ t.l -z ' 

c l'j;. r' ::>-- r ...._. ') r'"~ ' 

t_/ r --t ( _...,_ - 7. 
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.All et Gil • 1Uee 11..,1. .. tl.Maeo tills _. ll&ft 
Mea _.J•'Pt te Gil ,.. ...,al 1auaa \az. IJd.s eoav .. ts wU~ 
a. last _. 1a wMa all et u. ..... 1uas ..... attMP .. ~ 
• J •an, • ...,, t ... l'etnal 1 .... '-a. ftats 11 oa ~ 

~· .-. te.-6 ... a-.. aue _.. nas•eo, staeo a. 
Jl'l'flle .. et tea • s•• - wMa aU .... tw at tM ,_ 

Jl'l• - h ......... a\ all .... ,......., .. , ... u ••• 
11Jat 11 ... a. a ... , •a1 ...... 1a till ~- 1a- walllets. 

-- ......... 1 ..... 1, Ml' I& tile 121W'1Ua1 11 ........ 

tac Ulls _. 1• less a..a Aalt a..• at •» 1&1' .... Allewt81 
hr U. fa'Pt a&t till 1a ..... t ea tile laai'1UH h .... la 

*• ... h ..... le, tall -· ••• Jll' .. ll.al' llei'N ... ll ·~ 
......... t1111N -· •t ... last ..... 

...... , ,, 1,_, 
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The war in Europe is approaching ita oltaax. Ko war in ~ 

history baa e~er been waged with auoh fury or on ao vast a ~~ 

aoale. You can gauge the intensity and the vastness of this ))~~~ 
war !rom a !act revealed by General Warahall last month. 

In two months' time alone, General Marshall reported, we nent 

more supplies to the European Theater of Operations than were 

sent during all of World War One . And this leaves out of 

account all that we sent during the saae period to the Pacifi c 

and, through Lend-Lease, to our Allies. 

In terms o! money, the war, so far, has coat us two hundred 

twenty- nine billion dollars. This is more than seven times the 

total coat of Ylorld War One. 

Today we are paying !or about forty-six per cent of the 

current coat of the war through taxea. These taxea are being 

paid by virtually all of the American people . The number of 

indi~idual income tax payers baa increased !rca !our ailllon 

before the beginning of the defense prograg to fifty alll1on 

at the present tlae. Je~er before has a deaooraoy taxed itself 

on such a broad baae. 

The people are also sharing on a vast scale in lending money 

to the Gonriment. Before the war, there was only a handful 

of Governaent bondholders. But ainoe the war began, ei ghty-five 

million persona han bought Governaent Bonde. -!lllllt 1a 
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11 
worth noting, I think, that of ~~e total value of.} bonds bought 

during the war, nearly half. -- 4f per cent to be exact - - came 

from workers through payroll ded~~:~na ~- ~IM>I.,...,\.1:\ JA• .v.A, ....... )-;;:._ 

1~v~ Tilrf ~lf:;;G;;;'-1:T;";';r~ ~hree things 

( 

are neceasary - money, money and more money." We know today, 

of course, that this is not ao. The really important things 

are men and weapons . But money ia still iaporte.nt . It 

represents e claim on the materials out of. which weapons are 

made. And when we give up our money, we give up our claia on 

these materials. 

~erioa'a productive equipment end efficient labor force 

ere our trump cards in this war . When you use your money to 

pay taxes or to buy War Bonds , it means that a portion of 
• .. 

this equipment and of this labor , which might otherwise 

have been devoted to making your lu.xuries and your comforts , 

is instead devoted to turning out more and better war weapons . 

It ia these better weapons which have made our casualties 

ao auoh lower than those of our enemies. To a significant 

degree, we have been able to exchange equipaent fo r oaaualtiea 

that is , money for lives. This baa been made possible by 

your collective resolve, expressed through Congress, to pay 

taxes ; and by your i ndividual resolve to ~War Bonde. 
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You men and women who are members of the Anerican Federation 

of Labor have a continuing dual reaponsibil it1 -- the actual 

production of the war weapo118 that have shiel ded and saved the 

lives of our fighting forces; end the setting aside of your 

money so that the American productive machine will be diverted 

from making the things of peace and de• oted to ninning the 

war as apeedil1 as possible, and with the least possible cost 

in lives . Your task, like t hat of the men in combat, ia now 

approaching its climax . 
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FEB 5 1945 

Deu llr. Plica 1 

I appree1ate ••rr muob 7our tbou0bttu1 
and aeneroua otter or t he Bl'ftb P7le pbot~~&rapba. 
J bad baar4 or the IUOCe .. or the Te:Ua prc.OUOil 
and aa •ure that •• 0 1 11 put to eaeel l ent u .. tba 
two or three pbot osrapba tbet 7~u ~·• eo klft417 
~·•ted 701.1 wU 1 a1eure and preaent t o ou 
lfu Bond proera-. · 

You oen aend tb.. Sn oare or •7 orr11e 
and I wUl tul'll tbam owr t o the "ar Plnanoa oft11• 
1all tor appropriate use. 

Wlth •7 alnoere tbank• t o rou tor t hlnklftl 
or War BoDde ln oonnaotlon wlth tbe1e .a1uab1e 
plotU...I, t aa 

Slnoere1r, 

lSillnedl H. Morgentha~>, Jr, 

Mr. llllton J. Plke 
sorlppe• H .. ard .... paper• 
1018 t'blnHa\b lt.Net, 1. • · 
waab'~toa, o. c . 

t110 tUP 
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FEB 5 1945 

Dear Slr John: 

fbe progreea of the repreeenta\iYea o! the United States and o! t he United Klngdoa in reach­ing agreeaen\ with reapeo\ to our .utaal probleaa in relaUon \o double tauUon h&a gheft •• great eat1a!act1on. I waa, therefore gratified to reoeiYe your letter of January i9, 1945. ezpreaa-1ng your interest and pleaeure in the arrangeaenta aade aa a balta !or a treaty and your wllllngneee to ~ocept the suggestion of \he repreaentat1Yee of the Unt\ed States with r~epect t o t he withholding rah. 

In nego\ia\iona and agreeaent a o! the char­acter and 1aport ance o! thle proposed t rea ty, it 1a natura l that \here ebould arlee aany l apor\an\ probleaa !or wlllcla U 1e dU!lcul\ to !lnd \b.e appropr iate eolu\1ona. In reaching an understand­ing, it i e. o! ocnarae, neoeaaary !or the repre­eenta\1Yea o! both par\lea to aocept solution• wblcb a\ tlrat blueb ••••ed not entlrelJ conalaten\ with the Yiewa o! their reapao\iYe oountrlea. Your IJapathJ and understanding and whole-hearted COOP­eration and that o! \be repraeen\at1Yea for your country, haYe oontrlbuted greatly to the proatae ot a aucceeaful oonclualon of t hl a .attar. Eape­o1a11J in Yltw of tbla neoeeaary glYe and take on a lar1e auaber of poiftta, tbe Yarloua oropoaed proYltlona taken aa a whole •••• \o ae to proYlde a aaUafao\ory and balanced aoluUon ot \be II&DJ probleae presented. 

I whollJ agree with you that upon ooapla\1on ot ·thll aat\er we ahall haYe reaeon to bell••• 

• 

Regraded Unclassified



- 2 -

that a algntflcan\ contribution haa bean a&de tq 
tntarnatlonal. trade and to \he r el at1onahtp or 
ROOd will extattng bet ween our two countries. 

StncerelJ. 

(81cned) Henry »orgenthau, Jr, 

Secretary of t he f reawury 

atr John Anderson 
Cbancellor of the i xcbequer 
The r reaaury 
Whth Hall 
London . Engl!U\d 

Rflalea:hdr 2-2-45 
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TREASURY DEPARTMENT 

0 Iftll ornca on •tCAtiOII 

134 

DAft 
February 5, 1945 

to secretary l'!orgenthau 
,_ __ J . H. Penle 

He have been considering for some time the 

advisability or abolishi ng the Treasury Procurement 

Division' s regional office i n •..Jasnington, D. c. and, i n 
• 

place tnereof , opening a new recional office in Phi ladelphJa. 

0 

• 

T .. ere i s a t tached hereto a memorandum indicating 

the basis f or our reco~~endation that t nis cl~nge · Should 

be made . 

It you are in agreement , it Will be appreciated 

it you Will so indi cate below. 

Appr oved :~~--:-:-1~7i-~~~ 
H. Morgenthau, Jr . 

Secretary of the Treasury 

Date: 1u "' 11 q , / 
. . 

• 
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TREASURY DEPARTMENT 

TO: 

. FR(I(: 

WAIHINQltlH 2!1 

S.cretar7 Vorgenthau 

J. W. Pehle 

FEB 5 196 

SUBJICT: Propoaed Establishment of a Regional Office · 
' in Philadelphia 

· W. baTe been considering for some time the 'ad­
Yiaabillt7 of cbangiDg our regional organization with 
reapect to Region III, which now includes the States 
of Virginia, Vaeyland, Delaware, North Carolina, and 
the District of Columbia, to obtain a more equitable 
diatribution of operations in connection with the 
Surplua Propert7 Program. .. . 

In analJsiDg this problem, consideration was 
giTen to what we belieTe are the two primary factors 
that ahould determine the establishment of a region 
and the location of the regional office within a region: 

1. The location ot pr~!Kective buyers of 
surplus property, 

2. The p~sical location of the property. 

It is proposed that the present Regional Office 
of the Procurement DiTision at W&shlngton, D. C. be 
abolishea, the State of North Carolina be shifted from 
Region III to Region VI (Atlanta)~ and the State of 
Penna7lTania be separated froa Region II (New York) to 
be ooabined with the following States now contained in 
Region III: Virginia, Mar7land, Delaware, and the 
Diatrlct of C~luabia. It is propose~ that the )sad­
quarters of 'thla new Region III be established in 
Philadelphia, Penna7l Tania. · 

1 

• 

' . 
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S.oretar.r Morcentbau 
Pac• 2 

•• 

· .l lu.&J7 o! the lhal71la leading to thia oon­
oluaion ana recommenaation !ollowe:· 

It ia generally agreed that a large proportion 
o! aurplua consumer goode will be aold to wholesalers. 
The distribution o!' wholeaale aal'a ia a reasdnable 
inaax o! the probable aotiTity o! a regional o!!ioe in­
the aale o! aurplua property. .ln analysis o! the wbole­
aale sales in 1939 shows the !ollowi.ng dia.tribution, .2! 
the basis o! the present regional set-up: 

Percent of Total 
Wholesale Sales 

Region II (New York City) 
New York, New Jersey, 
Pennsyl nnia ' 

Region III- (washington, D. C. ) 
Delaware, Marylana, Virginia, 
North Carolina, District o! 
Col1111bia 

Region IV - (.ltlanta, Georgia) · · 
Tennessee, South Carolina, 
Kisalaaippi, .llaba-., 
Georgla, Florida 

Region II - (New York Citr) 
New York, New Jersey 

·Region III- (Philadelphia) 
PennaylTania, Delaware, 
Jfar7lan4, Vi.rcWa, 
Diatriot o! Coluabia 

Recica IV - (.ltlanta) 
Tennessee, North Carolina, 
S011th Carolina, Kiaabaippi, 
.llabama, Georcia, Florida 

84.2 

4.8 

. 5.7 

28.1 

9.3 

7.2 

., 
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. . . S.or~t&J-7 Jforgentbau 
Pqe8 

• 

· " '!'be re-ahuffling of the atatea among the thr'ee 
!!fiona aeoreasea the load of ·~e preaent Region II, 

inoreaaee the load of the other two regiona. The 
tranafer of the Regional Office froa washington, 'D. C. 
to Philadelphia placee it in .a cit7 which was the 'fourth 

.. ranking .cit7 in the countr7 i.J). 1989 al fu as wholeaal~t 
trade acthit7 11 concemed. The three higher ranking 
oitiea ue Hew York, Chicago, ana Boaton,, each of which · 
baa a regional office. It 11 interesting to note that • 
wholeaale aales in the four cities coabined representea 
.ore than 86. percent of the total tor the countr7 in 1989. 

. ' 
The · tran~fer of the Regional Office from Washington 

to' Pbi~elphia wil~ place the ~ffice in an area which 
baa a luge amount of storage spao.e in the ·surrounding 
areas ana will provide prospective burera of aurplua 
propert7 •aa7 access to the propert7 for the purpose o~ 
inspection. Although no data are available at present 
on the amount of storage facilities available in the 
Philadelphia area, it is known that large irrtJ¥ and NaV7 
depota are located there and that Philadelphia is an 
·imPortant auppl7 point. 

Finall7, it should be noted · that the re-shuffling 
. of the regions would still maintain tne same number of 

regions in the country thereby avoiding tne admini strative 
difficulties of establishing a new regional office • 
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TO 

P'ltOM 

SubJect: 

TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Secr:::;/ftar ~enthau 
Mr. 

' 

The Basiness Situat i on, 
Week ending iebruar:r 3, 1945. 

Swmu.ry 

CONFIDiNTUL 

DATil February 5, 1945 

Tranaportation: Severe weather continued to tie up freight 
tratt1o 1n Eastern areas l aet week, and necessitated 
another 4-da:r eabargo on civUian freight covering 
S etatee and the Dietrict or Coluab1a. The 8\eel 
1nduetr:r baa been parti cularly hard bit by the d.1a­
ruption of tran~portation and by fuel abortagea. Steel 
operating schedules l ast week were reduced 2.5 pointe to 
90.1 percent or capaoit:r, but actual operations in the 
important Pittsburgh d.1etriot at the end or the week were 
15. 5 points below aohedule • 

Stock market! Stock prices showed further gains last week, 
with the Dow-Jones average or 65 stocks rising about 
1 percent. Announcement or an inorease in margin require­
mente from 40 percent to 50 percent tailed to reverse the 
upward trend on Saturday. The revision in margin require­
aents tor purobaaing seourit iee is the first change since 
November 1937, When aargi.n requirements were reduced 
from 55 percent to 40 pe.rcent. 

Pricea: Coaaod1t:r prices, both spot and futures, held !ira 
last week following aeveral wealta ' decline induced b:r 
favorable war newe. Meanwhile, tara prices in January 
advanced tor the fourth ooneecutive month. Legielation 
ie being prepared, and a bUl hae been introduced in the 
Houee, to increase farm pri ces by changing the method or 
computing parit;r. 

Coet ot liv~: The BLS coat-of-living index rose moderately 
In becem~, due largely to seaeonal price advance• tor 
treah fruits and vegetable• and to higher clothing coste. 
In 1944, living coats increased 2. 1 percent, with the 
index showing a gradually rieing trend in the last nine 
110nths or the :rear. 

RetaU trade: Department atore eales in the 4 weeks ended 
January 27 were 11 peroant higher than last :rear, while 
atocka have been eubatantiall;r reduced. 

• 
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Production and transport eutrer rrom 
severe weather conditione 

Industrial production and transportation services in 
eastern areas continue to be hampered by severe weather 
conditione . Although the recent }-day embargo on civilian 
raUroad rreight wae reported by the OD'l' to have 11 done 
some good,• new storaa and low temperatures over large 
areas last week caused a rurther setback. As a result, 
another embargo on civilian freight in g states and the 
District or Columbia waa put into effect last Friday tor 
a 4-day period. Although the general purpose ot the 
embargo waa to prohibit the aovement of any except 
easential war rrei ght into or through the specified 
areas, certain exceptions were made in order to cope 
with ruel and rood shortages. Thus, all tank oar ahiP­
mente and virtually all anthracite coal shipments, among 
others, were excepted troa the embargo. Moreover, 
c ivilian rreight wae allowed to be moved upon certifi­
cation or Government agencies that it was essential. 
The War rood Administration, ror example, might certify 
shipments to avoid food shortages. 

In the raoe or wartime traffic demands, the railroads 
at the beginning of the year needed about S5,000 additional 
workers, and last month the daily shortage or treight care 
approxillated S, 200. Moreover, railroad operations in 
states borderi ng Lake Erie have been hampe~ed since 
Decembe~ 10 b~ hAavy snowa and severe weather. In tact, 
the Chztrman or the oar aervioe division or the Auooi­
ation of American RaUroada recently described this 
winter as the worst since l91S over a wide area eaet ot 
Chicago. 

While there has been aoae tendency to compare the · 
present aituation with that or the winter of 1917-lS, 
the dieruption or production, and general sutrering rroa 
severe weather, thus tar has been auoh leas severe than 
in early l91S. Examination ot the record reveals that 
industrial production, atter allowance ror seasonal 
raotora, dropped 23 percent fro• Hoveaber 1917 to 
January l91S. fhe Comaercial and Financial Chronicle 
on January lS, 191S described the situation prevailing 
at that time in part as follows: 

• ••• the overshadowing tactor ot the ~eek was the 
order or the Fuel~dainiatration at Washington o1oa1ng 
down the industries east ot the Mias1sa1pp1 River tor 

~ ') - . 
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tive da7a, beginning on Januarr lg and tor nine Kondaya 
thereafter •••• It ia hoped that the Fuel order will end 
the long period ot aoaething like n1ghtaare in aanr 
branohea ot induatrr, due to the aoaroity ot tuel and 
care tor unr aontha paat. The ateel trade 1a operating 
at the rate ot onlr about ~ to 4o_. ot the norul 
production, aolelr beoauae ot the laok ot tuel and care • 
• • • Keanllhile, foreign trade hea auttered troa ioe- bound 
harbor• and the aoaroit7 ot bunker ooal. J.nd again we 
have had aton~a ot alaoet or quite unprecedented aeverit7 • 
••• on the 12th and 13th inat. there waa a reaarkable 
bliz~d and oold wave at the South, the worst in ita 
history •••• The Ohio Valle7 on the 12th inet. had the 
loweat. temperature• tor January on record. A new ator11 
aenaoed the country py the 15th inat., attar aome 
200,000 oara, it is believed, had been tied up by the 
previous one •••• Packing plant• at Ohioago have had to 
close down, oWing to the ooal taaine there, due partl7 
to one ot the severe at blinarde in 50 7eara, and the 
blaet turnaoea at South Chicago alao had to oloee down. 
Phenoaenall7 h.igh tidea in New York Harbor, the higheat 
in 20 year•, folloWing etoraa ot rain, aleet and anew, 
and ice in the rivera have hampered loading and un­
loading ot ehipe.• 

Steil operations show further decline 

While other important induetriee alae have been 
hampered by the diarupt ion ot tranaportat1on and lack ot 
tuel resulting troa eevere weather, the steel inauetry 
has been partioularlr hard hit. During the past week, 
operation• were aoheduled at only 90.1 percent ot 
oapaoi ty, a decline ot 2. 5 pointe troa the previoua 
week and the loweat operating rate With the exception 
ot a holida7 period ainoe l94o. During the current 
week operati on• are scheduled at g9, 3 percent ot 
oapaoitr. (See Chart 1.) 

.b a direct reeul t ot the recent railroad freight 
eabargo, ateel operations in the Buttalo area earlr laat 
week were out to onlr 23 percent ot oapao1t7. Two 
1aportant producer& in the area oloeed all ot their 
turnaoee, wh11e the largest producer in the area waa 
operating onlr one-third ot its turnaoee •• ot laat 
fueadar. In the laportant Pitteburgh area, aubetantial 
losses in steel and coal output have ooourred, With the 
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Carnegie-Illinois Steel Corporation haTing to oloae down 
ae many as 44 open hearth furnaoea at one time. By the 
end or last week steel ingot output in the Pitteburgb 
dlatriot had dropped to 72.5 percent or capacity aa 
ooapared with a achedaled rete or ~~ percent or capacity. 
HoweYer, an lmproYeaent is expected during the current 
week, with operations tentatiYely schedul ed at ~1.5 per­
cent or capacity. 

In addition to the drop in steel ingot output, 
tinieh1ng mill operations 1n some instances haTe been 
curtailed because the shortage of freight oars hae 
dierupted ehlpping schedules. Coal output has also 
suttered from the laok or freight oars. Preliminary 
figures indicate that nation-wide sort coal output in 
the first 4 weeks of this year was about 10 percent 
below the corresponding period of 1944. 

L~ted ban !!posed on natural gas deliTeriee 

As a result or the curtailed aoYement or ooal and fuel 
oil during the reoent cold waYs, deaand tor gas has in­
creased greatly. The pressure on natural gas supplies has 
been eo great that del1Yer1ee to some 200 industrial 
plants engaged in or1t1oal war programs haYs had to be 
curtailed from 10 to as much as 90 percent. 

In order to alleT1ate the situation, the WPB on 
Friday plaoed a }-day ban on del1Ter1ee or natural gas 
or a1.xed gas to theaters, o1ght olube and other plaoee 
of aauseaent 1n 7 eastern states and the D1etr1ct of 
Coluab1a. Del1Yer1ee or aanutaotured gaa are not 
affected by the ban, but the WPB has warned that gas 
producing plants &lao aay get 1nto trouble due to 
curtailed del1Yer1es or coal. 

Stock pr1oee score further gains 

Arter eae1ng slightly 1n the early part or the nek, 
atook pr1oea subsequently strengthened 1n 1noreaaed trading 
aot1T,.ty, aDd at the end of the week the 1ndllatr1al, rail­
road and utility atook &Yer&a•• were &ll aode.retely aboYe 
weelt-earl1er lenla. (See ChArt 2. ) !he Dow-Jones 
aTerege or 65 atooka showed a nat galn or about l percent 
tor the week; and at the close on Saturda:r -• leas than 
a point below the recent high atta1ne4 on January 10. 
Reauaption ot d1T1dend payaenta by Delaware and HUdson 
attar a 12-year lapse tended to bolster rellroad atoolr. 
prioea, after earlier weakness apparently generated bJ 
oontinuiAg faYoreble war nen. 

. ~1 
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After the cloee of the aarket on Pri4ay the Federal 
a. .. "' Board announced the raidag of aarg1n requ1reaente 
for purchae1ng eecuritiee froa 40 percent to 50 percent • 

. !he re•ieion, effecti•e Pebruar7 5, ie the f1ret ohange 
e1nce l o• .. ber 1, 1937, when aargin requir ... nte were 
reduced froa 55 percent to 4o percent. While it wae 
etated that the purpoee ot the action wae to aake aargin 
requirement• the saae tor purchase• .a• tor short sales, 
it wae added that •to the extent that it would have a117 
intluenoe we hoped it would be anti-intlationary.• The 
oonsenaus ot brokerage co .. ent on the action was that 
it would ha•e little etteot on the aarket , 1n •iew ot 
the l arge aaount ot reoent trading that hae been tor oaah, 
and o~her ta•orab1e tactors. Soae eupport tor this •iew 
was s een in t he taot that both the induetrial and railroad 
et ook a•eragee showed turther gaine on Saturday in t he 
moet active ehort session eince December 9. 

oo .. oditl aarkeh tirm 

oo .. odity aarkets were tira last week. Fut ures 
prioee s t rengthened as ta• orable war newe appeared to 
have leee intluence on t he aarkete, 1n contrast with t he 
two pre•ioue weeks when fut ures were weakening. Spot 
prioee roee el ightly, with the BLS index ct 28 baeio 
oommoditiee up 0.1 percent to a new high. (See Ohart 3.) 
An 1noreaee in t he tarm parity index, and traneportation 
d1tficultiee arising troa t he se•ere weather conditione, 
were etrengthen1ng t actore 1n the aarkete. Prioee of 
wheat, cotton, and cottoneeed oil showed ema11 ad•anoee. 

The BLS gene~ index ot wholeeale prices in the 
week ended January 27 declined 0.1 percent, atter ha•ing 
rieen to a wart1.11.e hJ.&h in the preceding week. Lower 
prioee tor egge, applee, citrue truite, and eweet 
potato•• were largel y reeponeible tor t he deol1ne. The 
index now etandl at l o4. 7 percent ot t he 1926 ••erase, 
which ie 1 .6 percent higher than a year ago, and ie 
39.6 percent abo•e the pre-war Auguet 1939 average, 

Ooet of liv1gg ehowa aoderate increaee 

!be BLI ooet-ot-11v1ng 1ndex roee 0.3 percent 1n 
Deo•ber, reaching a new wartiae peak 28.8 percent above 
the pre-war June 1939 lnel. Beaeonal adv&DOee 1n the 
prioee ot aoet treah tru1te and •egetablee, and the 
oonUaued dieappearaDOe of lowel"-prioed text11e goode, 
were largel7 reeponeible tor the 1noreaee. Retail tood 
price• inoreaeed 0.7 peroentJ oloth1ag ooete, 0. 5 pll"­
oentJ and b.oueeb.old turnilhinge 0.9 percent. 
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Altbeugh the coet-ot-liYing index in December wae 

only 2.1 percent higher than in December 1943, a gradually 
rieing trend has been evident during the last 9 months ot 
the year. !hie rise has been 4ue in a large part to 
the steady adYance in clothing prices and in household 
furnishings and miscellaneous chargee. (See Chart 4.) 
Largely as a result ot scarcities ot manr lower-priced 
garments, clothing coste roee more than 6 percent in 
1944. The important iteae ot tcod and rent showed Yery 
little increase. 

Manufacturers' oe1linga on outerwear 
garaenta redUced 

Recognizing the rise 1n clothing ooets as one ot the 
principal threats to the stabilization program, the OPA, 
in conjunction with the WPB, is &&king strenuoue ettorte 
to etab1lize or reduce clothing pricee. In this con­
nection, the OPA announced 1a1t week a new ooet-plus­
markup regulation tor pricing tall and winter outer 
garments, which is expected to reduoe present manu­
facturer•' oe1ling prices by about g percent. 

~ Items included in the regulation are leather coats, 

• 

jackete, ski and skating suite, corduroy coats, hunting 
and tiahing clothes, and woolen shirts and pants. The 
price reductions will be achieved by lowering the manu­
facturer•' groee margine 20 percent below those ot 1943, 
except in those caees in which the reduction would reeult 
in protite falling below the aYerage ot the 1936-39 period. 

rara prices ehow turther riee 

Para prices, showing an adYanoe tor the fourth 
coneeoutiYe aonth, reached a new wartime high in January. 
The index ot prices reoeiYed by taraers roes 1 ~oint to 
201 percent ot the 1910-14 aYerage, which ie 2.6 percent 
higher than a year ago and 1e more than double (126 per­
cent above) the pre-war leYel ot Augult 1939. Sinoe the 
index ot prioee paid (including interest and taxee) was 
aleo up 1 point, tara pricee continued to aYerage 117 per­
cent ot parity, uno~ed tr011 the preceding aonth and 
the same leYel ae a year ago. 

A. sharp ihoreaee in truck orop prices was the ao1t 
important taotor in the rise ot the tara prioe index 
last month. Truck orop prices have risen 71 percent in 
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the paat three months, a considerably greater than 
eeaaonal riae, but ther are at1ll alightl7 below the 
level or a 7ear ago. See Chart~·> Prices or rood 
and reed grains showed aodarate a vanoea, and prioea 
ot aeat aniaala, including hogs, beer oattle, and sheep 
roae notioeablJ. Praotioal l7 all livestock prioea are 
now higher than a 7ear ago, but due to the eharp 
reduction in the 1944 pig crop, hog prioea show the 
largest gain, 8 percent above the Januar7 1944 level. 

the poultr7 and egg index waa orr 5. 7 peroent aa 
egg prioea 4eolined eeaaonal17. thia decline in egg 
prices, however, waa onl7 about two-th1rde the noraal 
aeaaonal deoline, and egg prices are now 18 percent 
higher than last 7ear, when excess auppliea were 
severel7 weakening prioes. Although the cotton price 
index was substantially lower last month, this wa1 due 
1argel7 to the marketing or a larger proportion or 
lower-grade ootton rather than to a.n aotual decline 
in prices. 

Liaitation on rood aubeidiel approved 
b7 Senate Couua1ttee 

An amendment limiting auoeidy expenditures or the· 
CCC to an amount euftioient to continue present aub1id7 
programa wa1 attached to the bill to extend the life or 
the CCC (8. 298) , wbioh the Senate Banking and Curreno7 
Coamittee approved last wee1t 1-5~he CCC il f orbidden b7 
the amendment to pa~ acre than $250 aillions under th& 
da1r7 production program and more than $60 millions for 
aubaidie1 on nonorop programs, including the feed 
wQ~at program, tor the 1ix months ending December 31, 19~5. 
If the war has not ended by that data, the same amount• 
are allotted for the dairy payaenta and noncrop aubaidiea 
tor the fir1t a1x month• or 1946. Moreover, a liait of 
$2.25 a1111ona ia placed on the 19~ crop program, 
bringing all authorised 1ubl1d7 p&711ent1 for the next 
fieoal 7ear to $~5 aillion•. 

the bill, aa ap~roved by the Senate Committee, 
&lao provides for a 11. 5 b1llion inoreaae, to $~. 5 bil­
liona, in the borrowing power or the ceo. this increase, 
however, is $500 11.1l.liona leae than the amount requested 
b7 the OCO .and which War Food Administrator Jones had 
indicated is aaaent1al 1t the Governaent 1a obligati ons 
to support tara pri ces are to be oarr1ed out • 
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Other provi8iOn81 which appear to eubetant1all7 
aeet the WF.l'e dedree, are ae tollow8: (1) the lite 
ot the CCC i8 extended until June 30, 19~7; (2) liaitations 
on the quantity ot ootton the CCC aay eell in any one 
aonth or in any one year are reaoved, and (3) the CCC 
i8 permitted to eell at lese than parity pricee any ot 
ita etocke ot a •non-basic perishable commodity• 
threatened With epoilage. Keanwh1le, the House Banking 
Uommittee began hearings last week on a CCC exteneion 
bill which ie eubetantiall;r the 1aae as the one 
originall;r introduced in the Senate. 

Higher tara prices proposed through 
parity revilion 

The raising of farm prices through a revision in 
the parity formula is propoeed in a bi ll i ntroduced in 
the House by Representative Pace, and also by a bill 
being drafted" by Senator El.ller Thoaae, Chairllan ot the 
Senate Agricultural CoDillittee. The Pace blll would 
include labor ooets in the computation ot parity, while 
the prospective Thoaas bill would not only include labor 
oo8ts, but would aleo change th~ ba1e period tor 
determining parity from the average ot the five year& 
1909-191~ to the average of the ten years 1919-1929 . 

While the need tor bringing up to date the method 
ot oo~uting parity il generall;r recognized, the 
significance ot the aove at this time seeas to be that 
it i1 designed to raise substantially the present and 
poet- war levele ot tara prioee, 1inoe the present price 
ceilings and the poet-war eupport prices are both tied 
by legislation to the pari ty levels. The inclusion of 
labor oo~te, according to Kr. Paoe 1 e e1tiaatee, would 
raise parity price& about 20 percent above their present 
level. Under the Thomas plan, according to a press 
1tatement, the parity pri ce of wheat would Juap from 
the present level ot $1.~5 a bu1hel to $l.g3; cotton, 
from 21. 20 oent1 per pound to 29.63 cente; and corn, 
from $1. 10 to $1. 23 a buehel. The parity pricee of a 
few commodities would decline, but the increaeee would 
tar outweigh the decreases. 

ObJections which have been railed to these 
~rcposale tor revising the parity toraula include : 
(l) the inclusion ot labor coste would reduce parity 
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prioee in tiaee ot d~reeeion, Juet ae it raieee them in 
timee ot prosperity, (2) the 1919-1929 period would 
unduly raiee the parity levels bsoauae ot the price 
boom during that period, and (3) it would be very 41tti­
oult tor tarmers to obtain prices equal to the high 
parity prices established. 

Food allotment plan proposed to Congreee 

The Allen tood allotaent plan, which wae originally 
introduced ae an amendment to the CCC bill in the laet 
session ot Congress, has been reintroduced in the 
present eeeeion and baa been referred to the Senate 
Agriculture and Forestry Committee. The tood allotment 
plan, ae embodied in the bill s. 185, provides tor the 
subsidizing ot individuals or tamiliee in those income 
groupe which, on a national average baeia, are spending 
tor tood an amount lees than suttioient to provide a 
designated bas1o diet . Food allotment coupons having 
prescribed m.onetary values would be given to t hose 
eligible, to be used tor the purchase ot toads at 
licensed stores. These stores would then redeem the 
coupons through banks or other authorized transferees 
tor payment by the Treasury. The Treasury would thus 
be concerned in the printing, distribution, and 
redeaption ot the tood allotaent coupons. 

!he sponsors ot the plan, Senatore Aiken and 
La Follette, had originally promoted it last year ae 
a substitute tor the tood subsidy program. While the 
stated obJective ot the present bill is to ineure an 
adequate diet tor low-income groupe and to provide a 
aore equitable distribution ot liaited tood euppliee, 
the adoption ot the tood allotaent plan aight be used 
by the tara bloo ae an argument tor the eliaination ot 
tood subsidise, whioh would have inflationary ooneequenoee. 
Moreover, the tood allot aent plan would increase ooneumere ' 
purohaeing power, at a tiae when oiv111an supplies are 
beoomUig increasingly tight. 

P.Partaent store stoolte declined 
sbirpir In peoeaber 

Although departaent store salee rose less than 
seasonally in J)eo•ber the dollar voluae ot sales was 
the h1gheet on reoord and exceeded year-earlier levels 
by 1~ percent. In view ot the prevailing shortages 1n 
civi lian goods euppl1ea, ·it ia not surprising to t1nd 
that departaent store atoolta 4uring the aonth deol1ne4 
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eharply, with the rRB adJueted index of etooke dropping 
6 peroent to 135, the loweet leYel einoe Kay 19~3. (See 
~hart 6.) Moreover, due to prioe r ieee and the ehift 

owardi higher prioed iteae, the phyeioal Yoluae of 
etocka on hand •• undoubtedly leu than the index 
would appear to 1ndioate. 

lblle outatanding bu)"ing ordere of depart•ent 
atoree at the end of Dece•ber were 27 percent ~ghar 
than a year earlier, replen1ehaent of etooka einoe the 
end of the year hae in all likelihood been unusually 
d1tf1oult, although no actual f1guree are yet available, 
Meanwhile, department etore ealea laet month continued 
to run above the previ ous year ' • levele, despite 
adverse weather conditi one and the previous beaYy 
buying. During the week ended January 27, ealea were 
17 percent above year-earlier leYela, while the gain 
tor the ~ weeka ended January 27 amounted to ll per­
cent. (See Chart 7. ) 
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February 5, 1945 

K7 tear Mr. s .. ntai'Ja 

fbe bappJ wronto of rootorda, .... to in~ loato 
tb&t all Aaerloan natlonalt i~tol'fte4 in tho Philip-
pl .. • .., bo llborate4 bJ our alllt&I'J foraoa l oac 
ln a4YIIJIOO of •DJ p1'0Jaoto4 oubenp of naUonala 
b7 tbo J apuoeo an4 Unlte4 &tatoo OoYornaonto. ROw 
eoon thtl)' ou bo rotumo4 h~ vlll depend upon ablp­
p1ns ado aYaUablo bJ tho War Department. I u oun 
that Gener al KoPrtbur w111 &lTo t bom and tho oth01' 
Allwlou ohUlaaa eYOI'J f aa1llt7 poulblo ln tho olr­
t ... t&DoN. 

I approolato tho 4aop oonoorn oxprotto4 1n rour 
letter or Pobruarr ~. le4& for the TroaturJ roproeon­
tatl••• who baYo boon l n oonrlnoaent ln the ~blllp­
p ln .. tlnoo Doo .. bor 1eu. Tbo Dopartaont ot State 
bat llll4t a&nJ pl'Opotalt to tht J npaDtiO for tbolr 
ropatl'laUon u well •• that or tho UDJ other Alltrl­
oan ohU lorYuto lnhl'ftad ln tht Phlllppltloa 
1nolu41nc ... bore of tbl Rl&h oo .. 1et1onor'• otaff. 
• one or theta propotall hat boon aooepto4 b7 tho 
J npanott wbo uc1o their own 4ohrainat1on u to wboa 
thor won willing to role•••· 

Sbotll4 tho Tn atUI'J rop rattfttatlYoe throup aoao 
ahobr.noo ba•• been .., ... .a to an lntornaollt OIUI]) out­
tl~o the Phlllpplnoe, J OU aa7 be aoeuro4 that we wlll 

The Honorable 

Bonl'J MoPcontbau, Jr., 

SNntai'J of tho t'roa•urr. 

a&lto 
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IIJ clear Mr. Grna 

In Sopt•lMr lid and again 1n b gut 1~48, I Wl'Oto 
to Soerotaey lllall •1 th a Yin to ebta1n1ac bia uavan••• 
that tpoolal otfort1 woulcl be .aio to repatriate tho f1•• 
fri&IUI'J l'lpi'IIIDt&tlYII oarture( lll the PbillpplllOio fhl 
lu De~t reoen~)J MY aocl .. that one o! th••• repre­
aontatl••• haa a1noe dl.a 1n eap~1•1t7• I aote that the 
Japan••• O..e~t h&a propo1ocl that aaother exoh•nc• ef 
uUoMll 1M a4ert.kea t.D4 I aa wr1 t1Da to aollelt pv 
per1onal lntere•t oa Mht.lt of the aunlrinc fre&IVJ ropre­
uotatl•••· 

It appear• froa Seeretai'J Bull'• letter of Sept.-..r l, 
~8, that the State Departact hal heretofore llalte4 1tl 
llfortl Oil lMbalt of the !reaeur7 repr11entath .. to thole 
•cl• on behalt of the f•unl eatefOI'J of "£Mrlou1 
eapturocl on Ualtecl Sta 11 1011.• bell••• that 11~ will ac••• with .. that the !Peuur7 ropreeentatl••• ahoulcl be 
aoeorlecl the .... treat..nt ill the .. tter of repatrlatloa 
&loh app .. rl to han Mt.D uoopclecl to repi'Aontathel ot 
tlle State Departaeat .U, I aa 1nto...ct. un all IMu ro­
t\U"UU to tb.b ocnmti'J b-oa tlle ftdUpplu1. I U.lllcl &JPPI• 
date JIV •••urue .. tllat dallar 1peelt.l etterta 11111 1M 
.ail to UYI the frouvy l'lpHIIIlt&\hu ret\U'UCl ell tll1 
aeat ea•hulc•· 

leaorable Joeoph c. Orn 
Aetinc Slertt&I'J of Stato 
laabiac'oa, D. C. 

EIO ' FzLCAzM!Uzeg 
2/8/ 46 

Slueroq, 

(Signed) H. Morgenth•u, Jr, 

Regraded Unclassified
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'l"r ~ "J. J r ... o.rtment 
,. ' '1,. ... .... 1·y rQ_ "':t~ct 

To: Secretary ~.ore en thau 

You r.>.ay bl! 1ntet·ested in 

glanc1nr- 11 t the cold tranSllctions 

of the Stabilization FUnd for L~e 

last quarte r . 

H . D.','.' . 

flR. "i1TE 
:.an.; .. ....,,': .. r'\c. 21~!-1 12 

· .. 

Regraded Unclassified
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TREASURY DEPARTMENT 

lMTBB OrFICB COMWUNICATIOH 

to Secretary Korgenthau 

,_ Kr. White 

1. Stabilizati on Fund's Gold Transactions 

... C'j 
' • <J 

DATB Feb. 5, 1945 

During the three months ending December 31, 1944, the Stabilization 

Fund sold approximately $190. 7 million of gold to foreign countries 

principally to be earmarked for their accounts with the Federal Reserve 

Bank of New York. Sales by countries were as follows : 

0 
Country 

Argentina 
Brazil 
Chile 
Chi.na 
Cuba 
Ecuador 
Haiti 
Poland 
Saudi .&.rabia 
Switzerland 
Urugu11 
United Kingdom 
Vatican City 
Venezuela 

Total 

Gold Sales to Foreign Countries 

Mil lions of dollars 

23.941 
29.926 
1.346 

24. 982 
10.000 

. 360 

. 500 

. 149 
1.000 

19. 793 
7.980 

50. 000 
.750 

20.000 

190. 727 

During the same period, the Stabilization Fund sold $34. 3 million 

of gold t o acquire Indian rupees for the purpose of financing United 

States war expenditures in that currency • 

• 

• 
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The Fund purchased approximately $3 .0 million of gold from the 

National Bank of Belgium, $1. 6 million of gold from the National Bank 

of Denmark and $2.2 million from the Royal Nether lands Government . 

In order to maintai.n ite gold balance , the Fund also purchased 

approximately $205. 6 million of gold from the Treasury General Fund. 

A.a a result of the above transactions , there was a net decrease 

of approximately $12. 6 million in t he Stabilization Fund's gold holdings 

by December 31, aa shown in the following summary: 

Summarl of the Fund's Gold Transactions 

Millions of dollar s ' Sale a 

0 To foreifn countries 190. 727 
For aoqu sition of Indian rupees 34. 272 

Total 224. 999 

Purchases 

From foreign countries 6.792 
From the General Fund 205.629 

Total 212.421 

Net decr ease in the Fund' s gold holdings 12.578 

2. Treaaurl Gold Stock 

During this quar ter , the Treasury's gold et,ook decr eased $206.4 

million from $20,825.1 million to $20,618. 7 million as of December 31. 

Known and estimated amounts of sales and acquisit ions wer e as follows: 

• 
Regraded Unclassified
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Sales Millions of dollars 

Sold to the Stabilization Fund 
Sold to industry 
Miscellaneous 

Total 

J.cquisitions 

205.629 
15.980 
8.712 

Newly-mined domestic 3. 280 
Imports bought directly by mints 

and assay offices 19.880 
Wlsoellaneous (ooin-and sorap} .800 

280. 321 

Total 28.960 

Net decrease in the Treasury gold stook 206.861 

... . 1 
'-• 

8. Total Gold Holdings of the United States 

0 Sept . 30, 1944 Deo . 81, 1944 

$20, 618 ,704, 930 
12,046,716 

' 

• 

Treasury gold stook 
Stabili zation Fund gold 

Total 

$20, 825, 066,027 
24,625,097 

$20,849, 691, 124 $20, 630, 751,646 

The decrease in the gold holdings of the Treasury and the Stabili­

zation Fund during this quarter was $218.9 million. 
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TREASURY DEPARTMENT 

INTER O FFICE COMMUN ICATION 

cAn February 5, 1945 

Secretary Morgenthau 

Mr. Vlhite 

The clash of opinion between Ministers Mendes­
France and Pleven on financial policies to be 
followed in France has reached the press . The 
following extract is taken from an article by Max 
Lerner in PM of February 5. 

"The struggle within the Government has been 
shaping up principally as a conflict between 
the Minister of National Economw , Mendes-France , 
and the Minister of Finance, Pleven. Mendes­
France is by no means a radical, but be has 
been making .a fight inside the Council of Minis­
ters for taking the first steps toward a planned 
economy . Pleven, who throughout De Gaulle' s 
exile was a strong link between De Gaulle and 
Anglo-American groups , is a liberal of the old 
school -- t hat is to say, an economic conserva­
tive . Th~ conflict came to a head in a recent 
meeting of the Council, in which both Ministers 
took their appeal to De·Gaulle . · 

"The decision of De Gaulle was in Pleven's favor . 
Mandes-Fr ance threatened to resign, but be seems 
now to have been argued out of his resignation. 
The so-called 'Pl even Plan' consists of the follow­
ing measures : no deflation, increase of produc­
tion to take up the slack of overabundant money 
and thus prevent further inflation, a capital 
levy, a tax on war profits, and -- no economic 
planning. 11 
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hbruar.l' &, 111~6 

"'¥ dear lir . Langer : 

Thank you tor your letter ot February 2 and 
for tne comprehenaive studiea which you encloaed on 
the Carman economic situation. The•• will be made 
anilable to tbe 'lreuury ~ople who are actinli' 
worklng on the subject and .1 am aure t.b.e)' will lind 
tll&t tLe1 contain muoh nluable Worution. 

I and the !Ulllbera of J1¥ a taft &lao enJo~ ed 
meeting with )'OU and your aaaooiatea at luncheon re­
centlJ becauu it afforded an opportunity tor a nry 

<:) intereating diacuaaion of matter• of mutual intereat . 

0 

~ours sincerely, 

Mr. William L. Langer, 
Chief, Reaearob and AnalJaia branch, 
Office of Strategic SerYlcea, 
laahington, D. c. 

Regraded Unclassified
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SECRc.T ~ 
OFFIC E O F STRATEGIC SERVICES 

WASHINGTON, D. C. 

i I 

2 February 1945 

The Honorable Henry Morgenthau 
Secretary or the Treasury 
Room 3350 
Treasury Department 
Waahington, D. c. 
~ dear Mr. Mor genthau: -

Following the very enjoyable and interesting 
luncheon discussion which we had with you and membera 
of your staff a couple of weeks ago , it occurred to 
me that you might be interested in several atudiea 
which have been made by thia branch and which touch 
on various aspecte or the German economic situation . 
I am, thererore , taking the liberty to send you copiee 
or these documents which are listed below. 

I am glad to take this opportunity to thank 
you warmly for your hospitality . All or us round the 
discuseion very stimulating, and I think a really good 
purpoee can often be served by bringing together people 
who are interested in the same range or problema . 

~ 
lliam L. nge 

Chief, Research a 
4n&lya1s Branch 

{i}ac::n:~~7 _ ~'I~~ 
The Ma jor German . Ca~tele - 1930-1944 

' (2) R&A 2603 -
The Elimination of the German I r on a nd 
Steel Industry aa a Diaarmament Meaaure 

/ (3) R&l 2302 -
The Economic Conaequences of Depriving 
Germany of Her Heavy Industry 

( 4) - R&A 

SECR&::T Regraded Unclassified
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OFFICE OF STRATEGIC SERVICES 
WASHINGTO N, D. C. 

" ( f ) R&A 2337 
Ruaei an Economi c Poli ci es in Germany 
in the Period of Military Occupation 

" (5) R&A 2f70 
I n ter- Regional Trade in Germany 

"' (6) R&A 2106 
Control over Distributi on of Industrial 
Kateriala and Products in Germany 

I (7) R&A 2676 
The Elimination of the German Synthetic 
Rubbe r Industry ae a Diearmament Measure 

$81 ~ (B) 

0 
R&A 1757 
Central Industrial Region of Germany 

• 

0 

SECFuET 
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Febi'UU'J 5, l~ 

U, dear Lieutenant Putaella 

!hank JOU tor JOur letter o! 
FebruarJ 2Dd with whloh JOU enoloaecl 
a con!ldentlal MIIOranclua oa the 
Juq 20th Gei'UD coup d'etat. I 
appreciate JOur !orwarc11ng thle 1n!or­
aatlon to •· 

Sincerel, JOura, 

(&laneal H. Morgenthey, Je. 

Lt. ( j.g.) E. J. Putaell, Jr., 
Aaa1atant ExecutiTe O!!ioer, 
0!!1oe o! Stratecio SerTioea, 
Wuhbgtoa, D.C. 
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OFFICE SJ~!! SERVICES 

WASHINGTON, D. C. 

Honorable Henry Korgenthau, Jr. 
The Secretary ot the Treasury 
Treasury Department 
Washington, D. C. 

K7 dear Kr. Secretary: 

2 February 1945 

I am enclosing tor your personal 

information a copy ot memorandum which has been 

prepared by us for a very limited circulation. 

In view ot the need for protecting 

the source ot our information, it is requested 

that you handle this material with all due 

.Precaution. 

Respectfully yours, 

Enclosure 

SECRET 

, .. 8 

• 

Regraded Unclassified
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SECf~ff 
OFFICE OF STRATEGIC SERVICES 

WASHINGTON, D. C. 

1 Febru&l')' 194!5 

The enc.lond 1141110raud\lll a,_.rhea new authori­tative 1ntoi'II&UOD on the 20 July German coup d' et at, obtalned from one or the active participanta in the pl ot 1 and t11e r easons uhich he hac give;~ f or the f ailure or tne putsch. 

, Tb.e 20 July coup appeara to have tailed pria&rily beoauaea 

(a) n1e ~onapiratora r.ere unnerved ~/ two previoua f ailures . 

(b) General Pell1iebel ra.iled to deatroy eo •mi ca­tiona a t Hitl er' s East Prussi a headquar ters, and thua 
allo~ed wor4 to get out that the bomb exploaion had not killed Hitler bator• the pQ.ottor:: 1n tho German War Kiniatry could seiae power. 

(o) the detection of ~Jor Remer a t t be eleYenth hour tipped ott Dr. Ooebbola to tho oonopiracy. 
(d) The plotterat pl a n n1 n g the coup al.OD.I atr1ctl 7 IUUU\17 linea, t ailec to plan adequately to deal with the ott1e1ent llazi police. They elect ed to sci zt. buildi.nga rather than key Bs11 individuals, and tailed to arran1e t or lllill taey f orces to reach BerJ.in 1n tiae. 
(e) By July the Plot tera had COlle to a dieacreement aa to which of the Aliiea they ahoul4 surrender to aD4 •• to the orientation ot the propoaed new coYenment. The youncer, active leader~ like Colonel von 8tauttenberl faTOred a pro-8ortet polioy. The ol der and more consor­Y&tive ti(urea wan ted to turn to the Weot orn Allies. The TOUDI•r ..n were uncoura1ed to a Soviet orientation bF a feelinl that Allied polio,- 1an no hope tor Oe1'1U117la future aDd •• a reault of alleled aaiUJ'ancea tra. the Free 0ei'II&Dl' Co 1 ttee in lloaoow that 0ei'II&Dl' would reoe1Ye a juat peace troa the Sonata &D4 the Wehrmaobt would not be wbollJ d1aanaec1. 

SECR£1 
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OFFICE OF STRATEGIC S ERVICES 

WASHINGTON, D. C. 

1 r t1 ., 1945 

SECRET 

I'll .t aU•• ia ._.. 1a a 11pd toe a a no' dai. .. 22 J.q 

.-r' 1a UM piA, _. wbo bu rua:\.17 eecape4 to hi\MrlaL 

• appareot.17 1a tlae •17 •• of t.be act.he pl.ot.toen t.e NID~ 

aat.t.,. 

TM 20 J.q oesp na t.be t.b1l'4 a\'-ft. ._,. U.. ••lfb­

dore toe k11111t.lel' 1114 MiM pour. !M firs&. aU1 1'- na .... 

• 6 hlJ 1a" t• U faUe4 11baai1U. I "=l7 .... a I II 

Wlr ~ 1w. \M et.t-7. A lll?lf aU ql ...... • l6 

J11J7 la 1M\ lt nte 1\ f•U .. -.. •J- 0•• rel Jell..U. 

Alett L'f.at,. e 1 l_g U. bla wa;s ... feU .. t.e p~ U. 

._.. '1M 11 1' tara• •U•'t'J ferns W sln .,. '< U.S. 

........ u._w .. u.-.r~r-n ............ 

eelftt. llala t:IIIJ ••1!'1•~•• - aft a .. a,'•' ' _. .. 

SECREl 
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•..,.t .. •. TM plet.t.en felt., bt""~"• that. \ldt -.luaU• 

oe.l4 aot. l»e .... qala nu.o.\ areulal .. p1o1011. Oa ~ hlJ, 
u.ueton, tM t.ro.,. "" ..t. 1a ..t.ioa oal.J after tbo 'bollll W 

Mtctal}J uplo4o4, ae4 oouoqaea\l.J t.H" f ..... d14 aot reMil 

1M D IIJlra\01'1' Mad'"""l'l 1a \bo IIJ' llial.t.17 011 leDdUJo.. 

..... 1a tiM. 

a, 2Q JlllJ tbo ao"11 ot .,.. ftuaftoabol'l aD4 tbt 

otbor pmioipaah had rerobo4 or r-••14 the breaklal poiat.. 

Tbore wu no ololl' 41roct.1D& bu4. Tbo JOUQII I' of ficora -. 

bad t.ho a'"' t.o proool4, lito .,.. St.aff•bora, nre t.oo Jl • 

IUIAI ialllpll'i1Doo4. Tbo older otticon, tbno'Cb c~~&rea•ou. 

laoto4 •1111 ra4 4oollioe. a.., ill• OIDil'al ll'ieb roUaieMl 

[Lt..r npoato4 uoal.g, Iaoput.or O...J'al of the O.nu Anr 
Slp.rl Cerpe. ta1J.e4 t.o OU'rJ 011t. tMlr part. Jol.Jclobol ... 

•PP••I4 to ...,_, t.M C.t.ral Iatonatl011 Offioe u4 all ..,. 

-loaUoa Wllt.l .. at the lut. Pru.la bt .... U'Lin -.. 

U.. ...... plrto •• TM plaa ... tA 1•1at.e 11\111' _.tale 
-'&It Ia n n -.....,t..,.. .. \bat efta lt 11UIJ' wen llll 

11111.&. M a I W M\ M ule to ..-.u.uo \lao flllt •Ul \M 

ple\\en Ml a•t• .. Ml ..v.1. n. W..t.t• et ...,... •• • 
., 1M 1M' ... tleo .... 11 .. , .. to u. ttUue.•t \M ... ,. 

SECREl 
Regraded Unclassified



0 

0 

-, -
fit-a IIEil' noelYM Mon ll'ea U.. ple\t.en a\ \be a.tler- ' 

1\ra ... \e ..,.. \be b11pe at hb 4bpeaal. be re~ tlN\ 

te o.-Ma ...s t•• 4bcloee4 t.M ple\ t.e t.he lub..7 

lbla •• n.tf•llell reaebed t.be lerlla all'pll'\, af­

ter plaolac t.he 'bclllb, he \eleptt•ed t.be ooupln\on a\ the . 
Jea411MI'&III \ ... \ IY1'7\1l1ac WU all I'S&b\ all4 \014 \U. \e 

. a• aheed. O•eral l'riedviola onn•\, Odof ot \be G••nl 

l.ftll ottloe /.Ia~ ~ialled ..a abiiJ], aet. b •U• 

\be alll\.ai'J toreee. IMa .oa 8\atf•bera uri•ed at. t.he l u 

IWIVJ, be a4altW ... rt.ala\J u to wbe\ber lll\ler ... 

4ea4, to whlob Cole.el O.eral WdwS, leot ["a la\er 11n 1\W 

•1•14.17 roplled, .,... ... he ll 4oe4.. ao.at t.bb , ... lanba1 

leltol, waanre tbat. OlwicM aDd ot.ben ..,. 1.a tho plK, \elt­

P• .. to \be lu lllnll\1'7 ..a t.e all IIU1\.u7 o1 an p4en \lui\ 

ll\ler ... aU••· 
louoo wu ene4 holt arret\ liJ U.. fac:\ that be bell 

a1Htd1left wi\b a •••ac• trea IMt \o lelt ONI .. u..t, 
hee4 of t.bl III'Ua ,ell• [Lt.. re,.rte4 1 a a ,.g, ... • ... 
r.u .. O••nl aru.r .... /Jat.e ·> • v. • r.u ....... , ..... 

SECRET 
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SECRET 
plM\er .. Rt. _,.. aot.bll.J aa .,.\a \o arn.t. the plM\en at 

tba a-llentnaH. Ia.,.,. tint louae4 of Uaa tluao while 

ba wu rit.b lel.Uol'f. Ia al8o U.rud tbell that leN ba4 liMa 

ute4 to ... btl U pelt" oftlolala to lut. Pnula te bella 

aa la••-"laat.lan of t.be lloUiJII. 

lall4ort u4 tboM ot.ben who ..,.. aot oaucht at t.M 

a-llor.t.n ... thoo trle4 ill 'fa1D to aatabUah aUbla for t.--.. 

aol'f... &oarc. ooul4 aot. "" \1'7 that boeaaoo hie P"••oo 1a 

lerlla u.a .. atborbocl. lo feud retqo 1D Berlla O.n bo 

date4 b •lnul NUt..., loolatlft allt.U ba • ..., .. t.o .... ,. 

~~ ••tat falM 140DUftoaUoa ~pera .5- ••• aot anut.ocl -., tba 

Iaslo •• pn'flou nporta rroa tbtt coaaplratorial 1JWP bll4 la-

41oatt47. ....... MliOYOa \bat Dr. Carl Jrie4oriob Gllr4lor, 

oo-lot4or wltb. a.....u leek of t.bo coupll'atorlaliJ'O'Ip, le 

diU .Uft. G111'4lor, b1 .. ,_, no ••t IN\ of lorlla bJ 

ftD 1\utfoalloJI a '" 4.,. Mtoro 20 Jal.J. &~ ... 
.u .. ..-tl.J U'I'UW 'J tiM Iaale. ~ ... Nllule Npll\e 

haYO l..sloaW that. \1M Iaale ..,. koeflac Got1'4ler tw .._ 

\an --.7 
e••• Wioat .. \lad tho plM t•Slel 

te~ \be t•l.ledll .... •e• 

SECREt 
I 

Regraded Unclassified



c I'"' 
......- o · 

- , 

ltl(~f·i .. ll~iil! if'fif . 
l i·ll ftr' .. e:t 1aS1c ;-i i i:r ~~.:~ ;:i:l .. 1[ .. rll 1 !sr•o1sr ... . - f l f ~ ~ ~ ~ I ' I I q I I . ~ ll 1 f lf!~'f['~ zf,.. l~: 
I , I f i ~ [ i '. : ~ = f ' I i 1 i . 

' I l I , i ! : i ~ . £ ~ i ~ 
r • I J i i ! . • a ! l ~ i l J 

I i I ~ ~ i I i f i J I i ~ p ~ i ! i ~ 
• • ~ ~ ~ f I ~ ~ I • s i • ' ~ • ~ ~ e ~ 
l I [ l i I . : t ~ ~ i J r l r z r g r 
i 1 I r 4 f ' ( ' i ~ l J ~ ' i f i ~ ~ 
f r I l E ' • • i S I i f 5 i ~ 

en I"'J~JI!,: g,t!l~ ~ ...... [ ~!i=. i ··~~~~; · ....... ,... 

!! r [ f • · · · ~ J f ~ I d't 
Regraded Unclassified



.. 
C) 0 

• 

I. l f I I I f • t I ~ ~ l ~ i ( ! i 
r ( . ·I = ! . ~ I ~ "'I ~ i ' 1 1 

l f ~ • I f ~ ~~ : ~ i i ! ! . ~ 
a ' ~ · i I I l ~ I f ~ 

I f • • ! . ! ~ t · ~ i i : ·1 I . 
_t 1 ! . I f l i ~ ~t i i' I ... -:. i ~ 

l E I I I ~ i j f I f ~ ~ t I ~ i I ! ' 
_=. ,J Jl - ~1! 

l ... • . 3 • 

Regraded Unclassified



. . ' "' 

0 

0 

0 

,. '"'6 
r -

.,. SECRET 
tall N tw tofte\ ••eft\. 0. i.be .U..r had, \MJ feel \ba\ 

t.ba hdela Penn .,.. aot. lat.enn..t 1ft ... lac etq aaea•l• 

Ufe I'Udl\ 1a o.n.,. t.oe t.be Qeftllla· t .. l Ut.t.le bope 

for a Gcnn•J ader JMrioaa or 11'1\ln ooe~apaUa. 

/J ~ _. ..U·,tanl au aa la4Gitrt.allt\, 

eeaa.tilc \e lrl\llll la\ellS,t ... repor\a, a\a\ea \bat. "Ualal­

llll Get ••· .,.. •• ,., ... 4l..,.la\e4 'b7 t.IM laaph••• ot 

AW .. j4JIJ .,..._., lllatCib U.., f"l la plqSq 4lne\l,J 1a\e 

GaMale' bud& ul ltlffaU, t.M will t.o Nabt. ot t.be a.r­

•• ca..,..., \bu P"l,.'• t.ba nr:J 
IIUM NUW.& \bat. \Ia& ODDLUUeu 1a O.J'MQ trbllla 

Aeulo• aat lr1t.1&b OCGIIlPJill foroea will ban t.a ...e. w1U 

.... ao latolan•le to pe:uoaa IOCIUt.-..4 t.o t.b& ladera .., 

of llfa ad l..t.era Glll\ue, that. U. wlll " aut. t.. hr •••lltla, 

,_ \be pda\ .t 91 .. ot -.la ... Uwial ... lt.l ... •1••• to. 

..ta\da OOIIIf1lal toa •• ill o.n.,. n. lewle\a ... .., ..... 

\o _. ""'••• ...... o aa\a. Ia fAJ ftea\, M "a, tM 

olt.l" la \be ·~ 1111°, wit.ll \M an;U• ot lerU.. wJ.U 

.... ..,.,.. lee& ·····"· ,.. ~ ............ .... 

SECRET · 
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SECRET 
OFFICE OF STRATEGIC SERVICES 

WASHINGTO N, D. C . 

BoDonble H81U7 llol'IGtbau, Jr, 
!be S.areta17 of tbe treaa"17' 
rr.a~ J)ep&J'l --
'truh111atc.a, D. Co 

K7 d .. r lire leoNM17'l 

2 Pellru17 194, 

I .. eoloatDc tor ~ peracmal 

iDto~Uoa a OOPJ' of IHIIDraDdua Which baa ~ 

prepancl bJ ua for a ft17' l1111tad o11'0'1ll.at1oa. 

In new of the need tos: protectlnl 

the aouroe of our 1ntoraatlOD, it 1a requeat .. 

that 10'1 beadle tbic aaterial with all 4ue 

preoauUODo 

• 

227 

B. J' PutaeUhJro' 
Lt. ~l·l•), U R 
A .. t. JlncnaUft Otftoer 

lboloiU'e 

.. SECRET 
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itbruar~ 5, l9t& 

~ dear Lt . Putaell: 

1'h&Ak ¥0\l !or ~our letter o! 
hbruar1 5th and tor tilt racUohltphOAt 
at&l&it f r om bern whioA ~ou enoloaed. 
I han read tb.la wi tA iAterea t . 

~oura aiActrtl¥, 

(Sigllelll H. Morgentttau, Jr. 

Lt. i. J. Putaell , Jr., 
!aai atant ixecutiTt Officer, 
Office of St rategi c ~ervicea, 
aabingt on, ~ . C. 

.... 

8 
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RESTRICTED 
OFFICE OF STRATEGIC SERVICES 

WASHINGTON, D. C. 

5 February 1945 

Honorable Henry .liorgenthau, Jr. 
The Secretary of the Treasury 
Treasury Department 
Washington, D. C. 

)ly dear Jlr. Secretary: 

Last night we received the at­

tached radiotelephone ~~essege from our 

Be~ representative . 

It is forwarded as being of pos­

si ble interest to you. 

Respectfully yours, 

Attachment 

RESTRICTED 

J 

7~ 
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OFFICE OF STRATEG IC SERVIC ES 
OFFIC IAL D ISPATC H 

DATE ~ 1-'ohr\.\IU"V 1945 #274 
FR O M nerne J::n PRIORITY 

ROU'I'INI: 
TO DEPIIIIIII:D 

DIREC TOR, OFFICE OF STRATEGIC SERVICES 

D ISTRIBUTION 
( POR ACTION I . (FOR INJ'ORMAnON ) 

. 
. 

R E C EIVED IN PLAIN T EXT 

A r eport fl'oo a r occnt nrr1val !'roo '.:ial:'mny stlsto& tl.lat l•1zxllor lllls the J:1.xod 1dOQ tllat ho ce.n blaclalc '-l tno •leotol"n Allioa 1nto u Jo1ut .n-ont a;_;o 1r18 t tl:o Sov1oto. l:ero ore i'urt! .or 1to::~o !'roo this r OIIOt't o 
r~>Jler l•ates n 1bl>entrop and l'ElPl'000:1ea h1!:l for lib OWkWIU'd siL:ultonOOUiil 
b~ :lana1l ot ror te v:1th the West and tho Laa t by tl .1•eaten11~ ; oaol: s1do t i..at, he v1ould moke a separate poooe v:ith t ho ot· oro Lo wa tl•ol•ofoJ~o pt•opos•ed to replooo fl l h' ontl•op r1lth a mon of 1118 own ohooe1r-t: as eoon oa h1e m1l1tary plane 1\lld rnoturod. It wae 111& 1dof.\ to reoo::~Quor Alosco•Lorl' a1ne l.y t ho end 
ot JanlllU'y and f or t!zat purpose hod aeour.n.W.e.tod lsr~;o otl"atoclo rooorves beh1nd t !lO ·.:estern Pronto TilO Rwxl.otadt or,·one1110 \'780 1ntonded to he onl.y tbo first part of o mo'10o IIlz!n\er had t:-"IG l.dllO. that t l10 rloe t es-u All1ea 
would no0ot lato oftel' a ael'1ouo revoroe~> wh1uh ox;pla1ns a (IOod deal or h is otraneo montalS.tyo Ills whole plan YAiUI upae·:; 'tli tho fa1lut'o of t:ho I'IUlld• otedt offono lvo and by the \llla:lq)Octod cuoMou ot tll£i nuiJ81an drS.w, 11!1'-ell hae foreod a ohlftlne; of !'Oserves frot:J \'ioo\0 t o r.aet. 

Aocord1n(; to t ll1s report, one of •:.llo coot ae)'ioUD Bltuntiona Oel'• 
~ 1s na;t trlo~ l a the COQl olwl•Ulge o GOeb.ela, to%' pl"Opar.at¥Jo. roasona, ll!la been lna!Dting upon prtorl ty diat%'1butlon o.f' ooal t o lwnsoholdW' a o Ae; a l'osultg 1rlduotry n01v has l0\7 ctooka Qnd, aan ol'lll7 ma1nta1n notlvlty thanlt4 to tho uso of llenit o . 

In the Ge1'l:JIUl viev, a oool'd1l'lc: to tll1o ropor t , S4-.al1n 1s n0\7 so otroll{; t hat, w..atovor ar:•enge~·..entt aro mdo >lrlO.!'lC tbo Allloa ho wlll lroep not o~ 04sto.rn and ooutheaatorn .::1.01'~1 but •.1lll !nflltl'n~e t ho wllolo or Oeruany, e van tl.a pal'ts to Lo oocupled ay tile ;~oeteru Allies. 
'l'ho gonor nla of ti10 !ios000.7 l~eo OGl'nl.n COI:lmitteu a..ro OOI'I81del'ed 1n oermny a a .fruo OOl'o off'lo1out t lJ.al1 ~ UOl'l!Sn IlOllt loal ox1loe 1n the 

~estern oountr 1oso 
In the lol1(; r un, t i!O Clertlllns feel, Stalin wlll also d 1opoeu of tho notlonal1atlo olc.oents 1n tile cotu1try ~ of ~ fori:Xl.r tTada, an4 t ho Com-o r:n ate . Yl1th those ol01n0nta a ro!{;n of torr or oould bo. l ot l oooo 1n oor-
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() OFFICE OF STRATEGIC SERVICES 

OFFICIAL DISPATCH 
....... NO. 2'7, 

TO DIRECIOR, OFFICE OF STRAnGIC SERVICES -·-RECEIVED 

Rl~I~!CTED 
~ 11h1ch would eltmSnate an;v Ge.l1arla 1tll0 still had ao--weatorn orS.Ontatlons 
and dlaguat t be An.:;l~ona to a point whor e 1aolat1onlm would rov1vo. 

The r eport states that ChurthUl'a apeeoll to tl.le ettect that the evacuated population of the Eut Prua'a1an terr1tal7 to 1Jo ceded to Poland 
woul4 tine! sutf1o1ent •r.ebenara\1111• 1n oer~ • ow in{; to t he mUl1ona ~ 
dead, •s cUstrlbuted by CoobLele to t ho soldiers and baa helped· t o d la• 
oour .. t he a.r..Ds who bad t'aYOl'ed the weatel'n solution. fl'rnler. a coordinE; 
to the repotot, feels t hat the e;eneral proapeota ot a nuaa1an dor;t1nat1on of 
~ wm ewntual.q tor~ t he r.·estern Power a to make OCC'I •m oau.ae w1tll 
h tm, and he apparontq 1a nursing t he hope that he wUl then bo accepted 
as tl1o onlJ posa1ble bu1vuk to protect Europe t'l'om t he eastvn J:~Bnaoo. 

OO'LOARIA 
I bue a lDog report here h-om a '"''gar1an, a t~ ott'1olal, and well known tor hh anU-oer.n t'eelSDga. ~ u;pt"eaaes sreat b lttei'Doas at 

tbe reaulta ot tbe trS&la ot \be war crtm1nala SD aon.a. n .. e 1a a brief 
~ of the r oppaot, on Vblch I do DOt · t'eel c : 011etent to • ... m; exoeP' t t •tate that I belleft tl».t the 0"1tv 1s an llonest man. 

( UogSDn!lls of repotot) 'ftle a$ntonoes exceeded 1D 1-t.gor tbose de• • 
an4ed by the publlo proeeoutor, Wbo, 1n the oases ot Oronel:t and Polrlenott, 
bad onlJ allke4 !mpaola01ma1t. Ih t he oaae of t he members ot the J.loul'nY1ott eabSnet, the I*'Oseoutor bad mel'olJ asked tho oourt to rendeto a 'V'el'dlct aoOOl'dlng to tbeSr oonaclenoos 1D Y1ew of the statEII!I&nt ot w1tnesses that thb cabinet bad t.keD aU posalble polltloal -sut'es eft'ectlftq to 'bl'lne; about a o11anae ot pol1GJ' 1n 1a1'at' ot the Allies • • 

A manltMtatlca of 1&,000 pec~~>le •s Uaed to tako plaoe Just as 
the ftl'dlcts voro to be rolldered and UZIC1oubt641J to exer cbe lta tnrluence em the tl'1bunala. 'l'be tr1bunala themael ws ostena1blJ Cl'eated tor t he 
purpose ~ oatohlns val' Cl'1m!nlala, by 1\ll:lPL:. toget her t he eullty and the innocent. the .t'l'iellc!a ot the Axle and t he btte.ods or t he AUlas. t otal1tar-
1ans and domocrata, have ahonn t hat t hey lla.d quite d1tferent 1ntentiona. 
It haa beoome obv1oua t hat tiiB)' ox1at for t ho purpose of deetroy1z10 t h.e 
baaea or democrat1o ~:.-overm:Jent and t he oonarotcy- 1n Eulcar1a and with t hee t he aurv1v1nr, toundat1ona ot national 1nde_pendence. l$f playin{; tl:e Ruaa1an 
oard, nu.l gar1an axtreclata eeelc to el1rJ1nato any An _:lo-Amllr1can 1nf luenoo 1n J1.ulgar1a., 

0 
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Treasury Department Z '12 v 
Division of Monetary Research 

o Feb. 51 1945 ate ............................ l 9 0 
To: Secretary llorgenthau 

I think you will be interested 

in reading this letter fl-am our llr. Snider 

in London. 

H.D.W. 
•. 

I 

} 

I IIR. WIIITE 
Branch 2058 - Room 214-1/2 

() 

• 

• 
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UNITID STATU Of AMIIICA 

TREASURY DEPARTMENT 

AIR MAIL 

Offi ce of the Treasury 
Rep resentat ive 

Embassy of the United States 
London, January 24 , 1945. 

0 

0 

Dear Mr. White: 

I am wri t ing to you about the debates and d1scuss1dns 
in Great Bri tain on the Greek situation, not because there 
have been any spectacular developments of which you are 
not already aware through news reporting in the States, nor 
becaus e I think the affair is of great importance in i tself . 
What is significant, however, are the implicat ions of the 
high policy which underlie the Government's position and the 
fUndamental bases of that policy , both of which it seems to 
me have been considerably cla.rified in last week •s debate 
i n the House of Commons . 

The Gr eek affair has , as one would expect, aroused an 
enormous amount or discussion and debate, both in and out­
side of official circles. Not a day has gone by since the 
outbreak of civil war in Greece when the press has not 
discussed the questi on, and weeklies like t he New Statesman 
have a dded fuel to the fire by taking s trong s tands and 
hotl y defending them. 

• • Deba tes i n the Commons reached a climax before the 
Christmas recess when certain Labor M. P. •a threatened a 
vote of censure if some progress were not achieved in 
ending the c ivil war b y the time the sessions reconvened. 
A large section of the British public was getti ng fed up 
with the Government 's policy and was demanding tha t Br itish 
troops cease losing their l ives in a struggle against an 
Allied country . It was this pressure wh i ch undoub tedly forced 
the Prime Minister and Forei gn Secretary to make their spec­
tacular Christmas journey to Athena . The failure of the 
appointment or a Regency to end the strife and the belli gerent 
and intrana1gent att1.tude adopted by General Plaat1ras toward 
the ELAS forces were a disappoi ntment to the British public , 
and the necessity for a statement by the Government and a 
debate was apparent . This took place on Thursday and Fri day 
or last weelj:. 

Mr. Harry D. White , 
Assistant to the Secretary , 
Treasury Depart.ment, 
Wash1ngton 25, D. c. 
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The Prime Minister's s t atement to the Commons on 
Thursday was important and ita significance goes tar be­
yond the subject to which it waa primarily pointed. First, 
the Government's general policy toward liberated areas 
was stated by Mr. Churchill. This 'policy is, in his words, 
"Government of the people, by the people, and tor the people, 
aet up on a basis of tree and universal suffrage election, 
with secrecy of the ballot and no intimidation." That, he 
said, ia the British policy for Italy, YUgoslavia and 
Greece. The application ot this policy to Greece was de­
scribed in some detail. The gist ot Mr. Chu.rchill 1s 
explanation of hia Greek venture was that the ELAS torcea 
were, in tact, nothing but communists intent upon seizing 
power and that British armed intervention was necessary to 
save Greek "treedom". Not only was it charged that the 
resistance groups are communists, but that they used the 
arma furnished to them by the Bri t ish to tight the Germans 
not to this end but to "seize power in the capital by force, 
or intrigue, and make Greece a Communist State with the 
totalitarian liquidation ot all opponents". The British 
troops scarcely managed "to prevent a hideous massacre in 
the centre of· Athens, in Which all torms ot government would 
have been sweft away and naked, triumphant Trotskyism 
installed". "Trotskyist", the Prime Minister aaid, might 
be better expression than Communist, since the former was 
equally hated in Russia.) The secdnd theme of Mr. Churchill's 
speech was the brutal atrocities committed by the resistance 
forces. This theme became a tu~e . played by all the conserva-· 
tive speakers in the debate that followed. 

To be sure, the Prime Minister stated that the British 
Government's policy now is only to ensure a free election 
in Greece and to allow the present Gover~ent there to 
broaden its repreaentativensas without outside interference. 
At the aame time, however, it was made clear that in Mr. 
Churchill's opinion none ot the existing authorities in 
Athena will ever accept or work as colleagues with the 
Communist leaders. SUch a statement surely conatitutea th~ 
beat ~arantee that Plastiras will not accept "Comn1nSsts" 
and undoubtedly his definition or the word will even outdo 
Kr. Churchill's in ita breadth. 

In the debate which followed the Priae M1niater 1 a 
statement, both the same day and' the following day, criticillllt 
waa often intense but expressed only by a relatively few 
Labor, C01111110nwealth and Liberal Party )(.p. •s. 

)(r. stokes (Labor Parby) expressed the belief that 
British t~ces intervened in,9ree~e tor three reasona1 "First, 
because we expected a cou~ d stat which we wanted to atop, 
secondly to teed -the paop e, iDd thirdly, to prevent the 
Russians setting a foothold in tbe ·Mediterranean•. 
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Mr . Cocke (Labor Party) implied that the Greek debt 
held by British bondholders might in aome part be respon­
sible tor the Government ' s action. 

Sir R. Acland (Commonwealth) excoriated the Prime · 
Minister tor dealing with the Greek iaaue Rae if it could 
be handled in terms of who baa committed the moat atrocities" . 
The real cauae of the outbreak of civil war, according to 
Acland, waa the Greek Government's refusal, supported by 
General Scobie , to adhere to ita agreement to allow ELAS a 
number of men under arms equal to the strength of the 
Mountain Brigade . The Bl'1 tiah authorities mua t ahare in the 
responsibility tor the outbreak •by standing behind, instead 
of interning, a body of police who had served Metaxaa and 
the Germane and showed clearly that they did not understand 
the principles of maintaining democratic law and orderR . 
Acland moved for a reduction of 'the Vote of credit by £100 . 

Aneurin Bevan - by far the moat outspoken of the Labor 
M. P. •a - called the PrLme K1n1ater 1a speech that of a 
•awaah-bucklerR and hie statement about forces marching 
down on Athena to maaaacre the popu~ation a •grotesque piece 
of Churchillian rubbi,ah". Bevan 1a positi on 1a auaaed up in 
hie statement, "We are now starting wars of intervention in 
Europe by the Briti sh Tories" . 

James Griffiths (Labor ), after recalling the interven­
tion in Russia in 1920, said that the trade unions and labor 
movement Rare determined that, at the end of thia war, there 
ahall be no intervention which' they can prevent against 
working-claaa and popular movements in Europe or anywhere 
else in the world". The European resistance movements, he 
continued, are composed essentially of workers ot all ahadea 
ot political opinion, and out ot these movements "will emerge 
torcea, movements, ideas and men out of which a new BUrope 
can be bornR and the right thing to do in Europe 1e to 
bring theae reaiatance DOvements, the moment liberation comes, 
into the Oovel'!lllent, and let them share the responaibil1 ty 
tor the leadership ot the country" . 

Conservative apeak,rs in the debate spent a good deal ot 
their time reading letters from British Army otticera 1n 
Greece describing the~o-oalled atrocities being committed 
by the BLAS t orcea . 

Rore- Bel1aha stated that all over Burope, beneath the 
surtaoe ot the ailitary war, political tires are a.ouldering, 
and that i t ia important to define the principles by which 

• the Greek policy can either be vindicated or cond..ned, tor 
"this may not be the last occasion on wbich a parallel course 
-y ba'fe to be followed•. 'lhe speaker allowed his concern for 
to. porlar mov•ent •wniob we are told 1a eMrg1ng all o't'er 
Burope • •11.1 O'fer Burope•, he oonti.nued, •toey are intruding 
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tbemaelvea into office and power by affecting a good die­
position towards the established order. What t hey will do 
when they get power 1a another matter . What they are doing 
without having realbed power 1e apparent to all who follow 
events in Greece•. Later on in hia speech, Hore-Beliaha 
aaid, "we know, then, not what the policy or E.A .M. and ita 
counterparts in other countries may be, but we do know what 
ite methode are. We know that there ia robbery, murder, the 
taking of hostages, the maltreatment of hostages, a complete 
disregard tor all human rights•. 

Captain McEwen spoke of the ELAS policy of aggression, 
"endeavoring to do in Greece exactly what the Germane have 
done with regard to many countries in Europe", except that 
it ia worae, tor "the Greek- Communists have endeavored to 
·attack their own country and to enslave, and to perpetrate 
cruelties upon, their own people". The Captain suggested 
the t wba t happened in Greece may occur in Y\.lgoalavia and 
other countries aa they are liberated from the Germane, and 
be expreaaed the hope that "the policy which baa been pur­
sued in Greece will be continued, it necessary, 1n other 
countries in Europe when they are releas~d" . 

Major Lloyd likewise expressed his concern that problema 
similar to those in Greece wil l arise in other parte of Europe : 
"The exposure - and i .ndeed it baa been an exposure - ot 
what haa been going on in Greece under the guise of democracy, 
and the terror that waa threatened to the unfortunate inhabi­
tants by those who tried to wear the clothes of democracy, 
should make ua all the more careful to ensure that we are not 
misled again with atoriea from other countries, of the acta 
and plana of tboae who call themselves democrats but have no 
right to the name at all". 

Major Lloyd continued by aaying that liberation of cer­
tain countries which have been "over-run by the Russian Armies 
does not unfortunately mean the same aa it means to us who 
understand the tull meaning of democracy" . Reference was then 
made specifically to the situation in Y\.lgoslavia and the •uni­
l ateral action• of Ruaaia "which distresses ao many of us•. 

, Anthony Eden closed t .he debate, justifying the Government '• 
policy on the grounds that the ambition of BLAS waa to seise 
the control of Greece by force, that all elements except •the 
bard oo~1et oore• flaked away fi'OII the B.A.M. 1n dlsapproYal 
ot the polloy wbiob the •ooa.,n1 at" leaders were adopting and 
that B.A.K. broke ita pr0111aea to hand oYer the a1'1118 of ita 
ciYil police .and thua precipitated the struggle. 

'l'be debate waa long, and II&DJ other• spoke and presented 
ar~nta which baYe not been mentioned aboYe. BoweYer, 
llllOUp baa been aaid to make clear a couple of pointer 
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1. The British Government, under the leadership 
of Churchill and with the vigorous support of 
hie party, and the passive support ot a large 
portion ot ot;her parties, regards itself as 
the savior ot Greece from communism; 

2, Many of the Tory leaders in the House ot 
Commons regara the Greek iaaue aa just one 
aspect or the wider probl-em ot British policy 
toward the popular resistance movements in 
other countries ·in Europe and the Soviet­
sponsored governments in Yugoslavia, Poland, etc. 

The whole problem, of course, first came to the forefront 
of public discussion with the stand taken by the British in 
Belgium. That particular issue has now died down, but it 
seems pretty certain that the excuse used by _the British forces 
to the effe~t that they were guarding Brussels against an 
armed reb41llion was baaed either on false information or a 
deliberate distortion or the facta. We here, of course, are 
i.n no poai tlon to judge .the valid! ty of the int'orma tion on 
the Greek situation which the British Government has put for­
ward as the "facta" on which ita policy has been baaed. &lt 
in view or the m-is-statements made on the Eelgium si1;uat1on, 
and in view of the numerous reports by reliable correspondents 
and others contra~cting the Government's version of events 
in Greec.e, there are good grounds for believing that some 
motives prompted the Government to take the stand which it has 
which go considerably beyond what an unprejudiced consideration 
of the real rae ta would jus tit'y •. 

' That' the war has reaul ted in the emergence or new political 
forces in Europe, united on the principle of resistance to 
Faisciam, can hardly be disputed. It cannot be stated with any 
assurance what the exact political complexion or these foroea 
are, but in general we know th&t they are ant1-faec1at and · 
pro-democratic, despite the atlgmaa which the Tories or Britain 
are anxious to discredit them with. 

It aeema to me of the hlgbeat importance to the United 
States and the other Allied nations that the realatance forces 
be encouraged and protected as .the moat hopefUl element in a 
regenerated Europe and the beat guarantee against the resurgence 
of faaciem. They require protection against both the vested 
reactionary element• within the liberated countriea and the 
araed intervention of foreign atatea oruead1ng oeteneibly to 
preaerve democracy but in tact to auppreea the e-rgence ot 
reg1aea which the Tori .. ot Bngland fear will threaten the 
eoono.lo and political -.retem in their own oountrr. 

It 1a .r, belief that the Br1 tlab Oovel'llaent ae now 
conet1tuted alma to do all 1n ita power to prevent the 

• 
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liberalizing intluence of the democratic forces in 
European countries from establishing themeelvea too firmly . 
It would be a tragedy if the United Statea Government 
passively allowa thue a1me 'to be realized without an 
effort to counteract them. 

I am aorry if thia haa become a polemic, but I am 
not aura that the urgency or importance of the problema 
diacuaaed are appreciated ae much in the Statea aa the 
situation aa aeen from here would appear to warrant. 
Tbeae are, of course, only my personal views. 

Sincerely, 

D. fJ~ 
D. A. Snider. 
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~pTf:jL No. 41 

NOT TO BE RE- TR/,IISMIWD 

COPY NO. 

Information received up to 10 a.o, , 5th February, 1945. 

,;["LIT/.RY 

1. !i'ESTEBN FRONT I 

Southern Sector • Gep between 1st French 4rmy forces 
a t t aclting north froo !.!ulhouse end south froo Colmar now 10 miles 
wi~e. Troops this hrcy now 1 mile from Noubrisach which main 
Gor~n cocmunicat i on link over Rhine. 

Central Sector : )rd U.S . Army now reported 1n Schnee 
Eifel Forost 4 miles N.W. Prum while 1st U.S. ar my 2 miles from 
Schle iden, 

2, EltSTERN PR0i'o1'.· 
Latvian Sector : Russians cont inued their attacks with 

fresh forces , 
East Prussian Sector s Furthor progress made and comcuni­

cntion centres Pnrenstein and Landsberg captured. 
Central Sector 1 North Kus trin town Baerwalde and Neudamm 

captured while S. E. Frankfurt town Ziebeingen token. 

3· ~. 
Coastal Sector : Northern half Ramr ee Island now captured 

and advance continues inl and tow~rds Ranree town, 
Central Sector • Our troops occupied village 27 miles 

S, /, IA1dD.; wl'>.ila advl!nce on road to Pakokku has reached point 
8 miles wost of town. 

4 , WESJERN FROiiT. Night 3rd/4th, 506 nircrart desp~tched 
(10 missing s coking pl~nt Bottrop 210 (976 tons) , Dortmund 
149 (573 tons) in clear weather wi th slight ground haze and pre­
lL~inary repopts indicate both attacks good , whil e 14 Liberators 
nttr.ckod 4 U-~ets , 1 Destroyer end other shipping i n Western 
Q, ltio with b~lieved good r esults . Other operations 233. 

4th , Weat her restricted oper at ions, but 250 air craft 
of SH/.EF (,ar) carr i ed out armed roconnnissances or which 192 
ovor Southern Sector l'lhere road and r ailway targets effectively 
nttnokcd , 

5. BUR~~ . 2nd, 364 cedium and fighter bombers a nd 
fighters effectively attacked army support ta rgets , a irfields 
~nd co~unications in Central and Lower Burma, 

HOMZ SECURITY 

6 . RQCKElS . During 4th 6 incidents reported, 
Night 4th/5th. 8 incidents reported , 
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Min Beryl 
Roberta: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 
~ 

R: 

HMJr: 

R: 

Hello. 

Min Roberta. 

Yes , Mr. Secretary. 

February 6, 19ij5 
10:33 a . m. 

Look , Mlas Roberta, Mr. Clayton called up taia 
morning a nd wanted to oall an emergency meeting 
on this French Lend-Leaae busineea in my ottioe 
at three th~a afternoon. 

Yea. 

And I have rearranged my afternoon beoauee he 
eaid it wae so i~~portant. 

Yea. 

Now, we' re having plenty ot trouble, and I 'd 
very IDUOh like to have Mr. CroWley pr esent 
himeelt. 

All right. Well , now, I 111 get i n touch with 
hia , Mr. Morgenthau, and have him to do that. 

Yea, tell him that th1a 1e something that I 'd 
really like h1.a to oome to because I need hie 
help. 

Yea. All right, I eurely Will. 

And will you l et l·!r . FitzGerald in my ottioe 
kno"' 

Yea , I certainly will. 
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IDIJr: 

Operator: 

I!MJr: 

Henry A. 
Wallace: 

I!MJr: 

W: 

IDIJr: 

W: 

I!MJr: 

W: 

IDIJr: 

W: 

HMJr: 

w: 
HMJr: 

W: 

I!MJr: 

W: 

Yes . 

There you are. 

Hello. 

Hello, Henry. 

Yes. 

February 6, 1945 
10:45 a.m. 

I talked with Luis Quintanilla, the former Mex1oan 
Ambassador to Russia and he says that his train ie 
leaving at .1:15 tomor row. 

Oh. 

I -- I think he would like to attend -- he said 
he would like to attend the lunch very much, but 
he would have to leave at ten minutes or one. I 
don't know whether you'd care to move your lunch 
up that rar or not. 

' • 

Well, he'd have to eat luncheon at twelve, wouldn't 
he? 

It means you'd have your luncheon at twelve. 

What do you th1nk? 

It's just up to you, Henry. 

Well, I think it'd be -- that's what we do in the 
country , don't we' 

We do it in the country. 

All right. Lunch at twelve o'clock. 

All right. Nov, one other th1ng: after I talked 
wi th you this morning about t he particular gentle­
man who 1s as oleo& as a· hound 's tooth, you know? 

Yes. 

I decided that it might be worthwhile to -- to 
call up Truman, which I did, and suggested ~hat 
we have lunch together, Mr. and M.rs. Truman, Mr. 
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HMJr: 
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HMJr: 
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w: 
HMJr: 
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HMJr: 

W: 

HMJr: 

W: 

fW.Jr: 

W: 
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- 2 -

and Mrs. Hannegan, The Secretary ot 'l'reasu.ry 
and Mrs. Morgenthau, and ourselves, on Sunday, 
the l!th, it that date vae convenient and 
agreeable all the war around. He liked the 
idea ·rery 1111cb. 

Yea. 

I said that you were very much interested in 
the unify or the party on a progressive baeis, 
and you tel t that Mr. Hannegan could be very 
usetul. There are some things, perhapa , be 
d1dn 1 t know about. 

Yes. 

And he agreed that Mr. Hannegan'e education 
wasn't complete in all respects. 

Yee. 

Nov, how doee that appeal to you? 

'G 

Fine. Nov, wait one second-- one second-- I've 
got to look -- no, I'm in Philadelphia Sunday, the 
18th, talking on bond redemption. 

Sundar noon, h eh? 

Well , no I ' m not talking until -- nov, wait a 
minute , I ' m not talking until Sunday night. 

Then it could be -- Sunday noon 1e good then? 

Well, I've got to ask 

Elinor, ot course. 

I -- I have t o ask Elinor and t hen what time my 
train is, you see? And they say her e on thil 
thing I ' m due at Philadelphia at n.oon. 

Oh, due there at noont 

But I'll have to check that. I'll be talking to 
her th11 evening. She' • gone up to New York. 

Uh huh. 
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Would that be time enough? 

Oh, yes, that'• plenty or time, of couree. 
We can-- we can-- we oan eat the date •.•• 

You like it Sunday noont 

Well, I wae cheoking with Harry ae to hie 
conven1 ent time and that', a about the fir at 
one we h1t that wae mutually conTenient. 

Harry? 

~rry Truman, yea. And we can postpone it 
till . .. . 

I'm free on the day before. 

"'7 

Well, that happens to be hie daughter'• birthday. 

Your daughtert 

No, hie daughter. 

Hie daughtert I eee. 

The day before that • •.. 

. And you don't want to make it in the evening7 

Yea , we can do it in the evening just aa well 
as not. 

Going up for th1e program -- I mean, they'·u got 
me here-- it eaye, 1 Due in Philadelphia at noon.• 
That's what it eaye. 

Yeah. 

Altbough I don't go on until night, I'll be tuee1ng 
with 1t. 

Well, we'll ahift it -- I'll try -- I'll have him 
try Monday, the 19th, 1netead. How's that. 

I can 1 t do Monday but I could do 'l'Ueed&y. 

'l'Ue a day, the 20th. 
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'l'UeedaJ, the 20th, in the evening would be okaJ. 

All right , I 111 a end that on to h1•. 

Yea. 

All right, Henry. 

And I'll wait to hear trom you, and I'll eee you 
at noon tomorrow. 

You have reason to think that will clear with 
Elinor all right? 

Oh, yee. I'm eure or that. 

Okay. I'll - - we'll be there at noon to.orrow. 
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FINANCI NG 

Present: Mr. D. W. Bell 
Mr. Gaston 
Mr. Murph,y 
Mr. Coyne 

Februar,y 6, 1945 
10: 50 a.m. 

H.M. JR: Is everybody in agreement? 

MR. BELL: I guess so . 

H.M. JR: Mr . Gamble was going to give me something 
in writing that he was for this thing. 

UR. BELL: For payment in cash? 

H.M. JR: Yes. 

MR. BELL : ~on't know, I didn ' t see anything. 

MR. COYNE: He dictated something the night before 
he left, I am sure. 

H.M. JR: I didn't get it. 

Lffi . BELL: The group has been going over press releases 
on the matter of exchanging the series • bonds for 1 bonds, 
and then there were di scussions. We got back into the matter 
as to whether or not we should exchange them at all, We 
shouldn't have cash redemptions, an~as you know, Jake was 
in. He said he felt very strongly that we should not 
exchange them for cash. It would have a wholesome effect, 
and particularly an effect on this rumor going around that 
we would never ~ay them off . jnd in the general discussion 
I think everybody agreed it would be better to par them ott 
in cash !rom an operating standpoint. It certainl7 would 
be better to pay them off in cash. 
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(Mr. Gaston enters the conference . ) 

H.M. JR: This is what they are trying to put over 
on me . (Indicates Mr. Coyne ' s memorandum to the Secretary 
dated February 5, 1945. ) 

MR. BELL: I don't have as strong a feeline on it as 
some of the others . It doesn't matter which way they jump 
whether you pay them off. I think probably Jake had the 
strongest feeling ot anybody, and I expect Henry here has 
the next . 

MR. MURPHY: lol;r neck is pushed out . 

H.M. JR: Which way? 

MR. WRPHY : They ought to be paid off in cas.h. 

liR. COYNE : I think Ted' s view, sir, was that he 
would not object if they were paid off in cash. If there 
was any exchange, it shoul d be across the counter. He 
couldn't see why it was necessary to pick up the bonds 
and send them to the Feds. If it was a question of putting 
them across the counter and exchanging them, I think he 
would be for that . 

H.U. JR: There are only ten mi llion dollars involved. 

MR. BELL: There are one hundred and eighty-eight · 
million involved, coming in at the rate of eighteen million 
dollars a month. 

Now, you have i n this picture banks and corporations. 
They would b~ the series j bonds. They were later 
eliminated so they would have to take cash, which reduces 
your eighteen million to something--

H.ll.JR: Let ' s say we are doing the cash. 'Nhat the 
heck? You are sending IU up to Philadelphia tor •we The 
People• and just to tell the people they can get cash. 
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WR. COYNE : No, the idea is to show these people who 
have gotten cash that there is cash waiting for every 
holder of the bonds. Now, I don't know that it is necessaey 
to pay them ott in cash to get the idea across . If they 
have the option of cash, you could probably get the same 
idea across . 

H. M.JR: Let me ask you this? We have the names of 
eveeybody, don't we, who ownsthese bonds? 

YR. COYNE : Yes , sir. 

H.K. JR: This is something, Herbert, nobody has suggested, 
see . They don' t have aqy publicity people over at War Bonds. 
They only have advertising people . Vlhat would you think, 
Herbert, if I should write a letter, facsimile letter, to 
eveey one of these bond holders simply saying-- in the first 
place complimenting them on the fact that they have held the 
thing for ten years? That is number one. 

And, number two; I would simply say, ~ook, gentlemen, 
if you want to be paid off in cash, all right, the cash 
is waiting for you. But we need this money, and, therefore , 
we want to tel~ you that there is an opportunity for you to 
take this money and convert it into the present series E 
bonds.• Make it just as simple as that, see? Somebody 
told me about an eight-page folder that is something llke 
the Federal Reserve Bill on this thing, that is so highly 
technical that nobody can understand it. 

MR. BELL: An eight-page folder? 

H.M. JR: That TIIAY be slh:htly--J.frs. Klotz says I 
improve the stories aa I go along, but it was a teohnioal--

KR. BELL: I doubt if we can write to each individual 
owner of these series i bonds. Ja I recall it, the stubs 
have been integrated with all of the others, and I think 
we haven' t the plates. We used to keev plates, but we 
had such a large volUIIle that we couldn t keep them. 

H • .M. JR: 'lhe idea ns that in case of an emergency 
of ao.e kind soaebody could write these bond holders and 
get a message across to thea. 
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UR. BELL: Mr . Secretar,y, in Chicago there i s such a 
~ • volume that we can't • 

0 
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H.M.JR: This is ten years old . 

}~. BELL: Yes, but you see, they have been redeemed 
all along the line , and the cards for your redeemed bonds 
are still in the files with your live bonds , We haven't 
had the force to get them out . I think that is the 
si tuo. tion. · 

MR. GASTON: There are five million of them now, aren 't 
ther e'l 

H.M. JR: That is what we keep sayi ng over and over 
again. I don' t believe it. (Laughter) 

KR. GASTON: There are a lot of them. 

MR. MURPHY : People purchase them at one time or another, 
but they don ' t necessarily still hold t hem. I think the 
statisticians are pretty good, Ur . Secretary. 

H.M. JR: Don ' t get your professional back up. There 
are eighty-five million different people holding them. • 

MR. COYNE : We probably have sold f i ve million baby 
bonds . You signed one cert ificate the other day. · 

H.Y. JR: I had nothing to do with setting the figures 
up, but the sample that was used was diTided into twenty 
sub- samples , and when they are taken in, each of them 
gave almost the same results as the other ones, and the 
whole twenty combined is supposed to indicate a pretty 
narrow margin of er ror. 

Well, I can' t write these people? 

liR. BELL: I think it would be a little diff icult. 
I will check up on it, but I think it would be ver,r 
difficult. 

H.M. JR: I just hate like hell t o simply get out 
an announceaent saying, "Turn them in for cash," and not 
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offer an exchange . A bank owns one hundred million dol­lara, and you ait up night s t rying to give them something nice and juicy to convert to, and you won't give this fellow who waited five or ten years a chance to convert it into something--you won't give him any rights . 

MR. BELL: Of course, Jake pointed out that his only objection was you were creating a separate class of holders in E' s, giving this separat e class of holders a fifteen thousand dollar limit, whereas,the other E holder only has a five - thousand-dol lar limit. 

H.~. JR : Now look, I am going to talk as a salesman. What Ted and this fellow missed entirely on this thing,. you see--r think they missed thi s one. Damn it, l ook what I am of fering them; it is like a new item, and you say, "·rf you hold your bond, look what the Treasury does at the end of ten years. You can conver t this thing into another ten year bond. It is an annuity for you, and it is entirely new," and you tell this to yo\lr field peoi>le . It is the most wonderful sale . No insurance company 1n the world would let this thing slip out of their hands. They go around with your ~olicy, whatever it i s, and say, •non•t you want to convert, and make it attractive to them. You salesmen come in and say to me, •Pay ~he boys off in cash. I hope to meet you in the next world. 

On the other hand, you say to the fellow, •Look, sure you are speoial; you have held this thing for ten years. You can own five thousand, but we are going to let you have ten thousand more l n E bonds. • I don't have to rub your nose in it to tell you what I am trying to do. lhat the hell does Jake Viner know about this? What the hell does he know about salesmanship? And they talk about the people worrying! lfr. Bell can make it sound simple enough 'ao they can understand it, and here ia somethi ng attractive for the fell ow that held this thing for ten years . 

MR. COYNE: Our objection to the conversion waa the conversion aetup the way it was. We wanted to permit thea to push out another bond t o them. 
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ldR. BELL : You are about ten days behind. At the 
last conference that was all changed, and I thought Ted 
was still against it. 

H.U. JR: That doesn't mean that Bob isn't right. 

MR. GASTON: What is your .Proposal now, Dt.n? 

H.K. JR: It doesn't mean Bob isn't r ight. 

KR. BELL: Bob said their main objection was at first 
when they set it up that they would send their securities 
into the Federal Reserve Bank in order for us to maintain 
this limitation. 

H.Y. JR : That is where I am. Have you changed from 
that? 

MR. BELL: Yes, we have now come around to permitting 
the holder to turn it into any bank qualified as an issuing 
agent and get another bond, but we lose some control over 
i t by doinf that. But we have lost a lot of control in 
this opera ion. . ... -" 

H. li. JR : Look at the control you lose. You won't 
even let me send a letter. 

KR. BELL: We have lost a lot of controls on savings 
bonds in order to keep up with this thing. Ten years from 
now we will begin to reap it. 

(The Secretary leaves the conference temporarily. ) 

B.M.JR: Now, where are we? Where do you fellows 
stand? I thought you would be fighting for this thing. 

KR. BELL: Mr. Secre~ar;r, you are going to get some 
kicks to this if you don t have some sort of exchange, but 
the people from whom you ire going to get kicks are the 
ones who hold the limit, five thousand limit of E' a or . 
the limit of A's and can' t go back. They are probably 
going to be very few, but the fellow who has been on our 
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mailing list for so long--we had one hundred and sixty 
thousand of t hem at one time that wanted to come to the 
Treasury every month and get a bond, and that was sort of 
a new item. Now, if they keep that up, as many indicated 
they would, and they haven' t reached the five thousand 
limit, they can go into any bond anyhow, see , just by 
taking these bonds in and getting the proper receipt and 
investing it. But the fellow who has the limit is the 
fellow you are going to get the kick from. 

H.W. JR: What I am trying to say is, if you want, 
not so much the -present f ellows, but Henry lhrphy's 
eighty-five mill1on other fellows who know if they are 
gofng to hold this for ten years--if at the end of ten 
years they have a limit, they are going to be allowed to 
convert it into another bond as good, look at the sales 
argument I have got on it . I think it is the best argument 
I have got on it. I think it is the best argument I have 
heard, I can say modestly, as to why a fellow should hold 
it for ten years. I mean, if I know at the end of ten 
years that it is a policy that I can convert into as good 
a piece of paper, it is a hell of a good argument to hold 
on to . 

YR. COYNE: It is a good sal es argument. 

H.W.JR: For the eighty-five million people--you can 
say to the fellow when the war is over, "Just ramember, l 
can •t promise what the next Secretary of the Treasury will 
do, but you can hold on to this thing, and it is a damn 
good piece of paper. 

KR. MURPHY: Could I speak on the reasons for not doing 
it, llr. Secretary? 

H.M. JR: I will be pleased to hear from you, Mr. 
l6.lrphJ. I know eveeybody is against me. That is what 
Jake told me. He told me that when he raised the point 
nobody in the room wanted to wrestle with me. They 
thought I had made up ~ mind and there was no use, and 
everybody in Bell's room was for paying ott. I am onl7 
quoting Jake Viner. 
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UR. GASTON: B.r not giving in, of course, they have 
got a chance to buy. You can't deprive them of that. 
What they object to is extending the l imit so as to let 
them have it. 

H.M. JR: No rights, see--any piece of paper now coming 
in you have to have rights to convert into something else . 
But here come these fellows, and they say, "No, he has 
no rights." 

tm.. GASTOll: The r ight you are proposing is the right 
to extend the l imit to hold fifteen thousand instead of 
five thousand. 

UR. BELL: That is right . 

MR. GASTON: Current bonds? 

MR. BELL: '!'hat is the only right . 

ldR. GASTON: I am in favor of it . I think it is a 
good idea . 

H.M. JR: That makes two people now~ 

!.IR. BELL: I am lukewarm. 

H.M. JR: That i s not what Viner said. He said you 
were all against me. 

l.IR. MlJRPRY : I would like t o speak in defense of 
Viner. 

MR. GASTON: It is a minority in numbers of people . 
It is a minority to whom that is a right . The little 
fellow hasn' t got five thousand, dollars ' worth for this 
year. 

H.M. JR: Can't we cater to the minority group? 

YR. GASTON: It is a good i dea to give them a little 
sweetening. 
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MR. COYNE: Saleswise I think it is a very attractive 
situation. We would be suckers not to take exchange fram 
a sales point of view, but from a fiscal point of view--

YR. BELL: I t would be easier for us to pay in cash, 
but don't let that worry you, because we will get around 
the other end, too. 

YR. GASTON: ~ idea of the value is, it is a psycho-
logical value . . 

. 
~. BELL: The other side argues it ls of psychological 

value to pay them in cash. 

MR. <aSTON: We are going to pay cash to whoever wants 
it. I t would be a mistake to exert pressure in favor of an 
exchange . 

MR. BELL: You haven' t aeything to offer when you 
() offer a refunding. 

• 

H.M.JR: Listen, Henry, stand up and yell . 

YR. WURPHY: I think it should be said that neither 
~. Gaston nor Bob Coyne were in the conference at which 
this decision was made; and while the people were sort of 
changeable in their advice--

H.M. JR: What? EVeryone at the meeting believed it 
would be better not to extend the limit, and I think it 
should also be added that Mr. Bell was very lukewarm. I 
think the degree of intensity ran from Yr. Bell, who was 
tepid, to Jake, who was sizzling, and--

YR. BELL: Sort of in between? 

H.ll.JR: Where was Gamble? 

llR. WRPHY: Gamble was there , and he agreed with us. 
He was part of this uunimous opinion. 

llR. GASTON: He agrees with it in that memo. That 
says he would prefer not to have IJl7 special rights on 
the exchange. 
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MR. J.!URPRY: And he told us he had indicated that 
to you, Mr. Secreta~. 

H.M. JR : I hadn't read it. I thought it was from 
Bell. 

MR. COYNE: That is from Ted~ 

H. lA. JR: This is from Ted. • 

.--a 
'-~ 

MR. MURPHY: Since I seem to be the only representative 
of the majority of the meeting who felt the matter rather 
deeply, I would like to sa,y lfha t our feelings were in the 
first place. 

H.M. JR: I a.m listening. 

MR. MURPHY: In the first place, it seems only a small 
minority of the people in the U. s. are likely to see or 

0 read or understand a.ny notices put out with respect to i 
bonds for refunding--but most of the people in the U. S. 
have heard rumors that savings bonds may be frozen, and 
any announcement t hat you put out will reach the majority 
of the people in the U. s. in a vague and distorted form, 
and can very easily be interpreted as meaning--

• 

H.M.JR: You mean the way Mr . Bell writes the circulars 
they are vague and distorted? 

MR. BELL: I think he means they won't read the cir­
culars. 

MR. MURPhlC : They won't even read the press release. 
iv.hat they will hear is the extraction of the sentences to 
the effect that Secreta~ llorgenthau has asked the people 
that have A bonds not to take their money, and they will 
interpret it like when the British Government asked the 
people to convert war bonds in 1942. If you don'~you 
are ostracized. It is inevable, it seems to us, that 
many people will interfret this as just another straw that 
indicates a freeze is 1n the wind. 

On the other hand, it seems to us this is a fine 
opportunity to strike a blow against the notion by paying 
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the bonds off in cash. I would prefer that the bonds be 
paid off in cash without much notice . When a hen is 
going to l ay an egg, it cackles, but when the Treasury 
pays a bond, it is taken for granted, and it doesn't 
cackle. ie just pay bonds. That is what they are . 

H.M. JR : You don ' t do it in any other case, why be 
so damned moral in this thing? If you don't do it, Henry, 
this is going against the tide . 1Nhat is the use? I mean, 
this is doing it differently than we do it every month. 
But Bell is talking about giving these damn bills r ight 
when you turn them over and every other thing, except the 
bills of r ights , 

Now, I mean, why suddenly should the whole Treasury 
be getting so moral about this thing? 

MR. MURPHY: I don ' t think it is a question ·of morality, 
Mr. Secretary; I think the first question is a question of 
pure expediency. I thi~ it is a question of good psychology 
against bad psychol ogy. We are dealing here with an un­
sophisticat ed bond holder. I am not referring to the 
minority of people who hold lhe limit of these bonds, and 
I would like to say in passing that more than half of the · ·­
series A bonds have been held by people who hold the full~ 
limit, and eighty- five percent of those originally sold 
were sold in thousand and five hundred thousand pieces, and 
more than ninety-five percent are probably in such pieces, 
so we are not dealing wi th many people, but a very select 
type of people, and those people are sophisticated enough 
to know what you are proposing to them. 

H. M. JR: lour argument seems to be on both sides. 

MR. llURPHY: No. 

H.M. JR: I f you are dealing with a sophisticated group 
and they get a cir cular which is written in good simple 
English and starts right off saying, vYou can take this 
bond to ~national bank in the United States and get it 
paid off, " and then the next thing you say is, "However, 
we feel that in view of the fact that you have loaned your 
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money !or ten years to the Government, part of which ti.me 
we have been at war, it is only fai r to give you a right 
to convert into the present series E bonds--• now, I am 
thinking about the backlog of the eig~ty-!ive mill ion 
people; what is the inducement for them to hold the damn 
thing? 

MR. 1dURPHY: The !act t hat they buy them at eighty­
five and get one hund.red for them, and they got interest--

H.ll. JR: All r ight, supposing somebody comes along 
with a good twenty-year commercial bond and says, "At 
the end of ten years, where are you?• You can say, 
"You have got yoqr money back. You have gotten nothing 
for your investment." 

MR. MURPHY : For eighty-five million peopl e-­

I!.M.JR: Henry, you can't sell it to me . You just 
can' t sell it t o me, but the argument which Viner used, 
which you haven' t, is to pay these fellows off . Would 
you do it over again? Supposing this was August. Would 
you go through that whole business over again? 

UR. GASTOU: 
make again. 

Suppose you had this whole decision to 

H.M. JR: In refe rence t o E bonds? 

MR. BELL: Oh, yes. I think we had to come to that 
sometime or other. What we did it !or in October was to 
get the experience before the avalanche . I think eventually 
we had to come to this because t he Federal Reserve Banks 
are not big enough to handle the job, and then you would 
have delays in payment, which would be the worst thing 
that could happen. The people would say that the Go·~ernmen t 
is defaulting on its debt . 

UR. COYNE : We would have announced it a little 
differently, but the reaction to that has been pretty good. 
Likert has just finished a study which shows that 
ready redemptions at banks has done considerable to the 
freezing rumor. 
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H.M. JR: A couple of months ago we knew this month 
was coming, and we should have had Likert go and make a 
study, but we haven't done it. 

MR. BELL: We have had some letters from people 
indicating they hoped the Treasury would offer them 
something they can--

H.M.JR: I tell you what you do. Supposing you get a 
dozen of your State chairmen on the phone, will you, and 
put this thing up to them? 3ill you do that today for me? 

MR. CO~ : I will, gladly. 

H.M. JR: Suvposing you call up a dozen of them. 
Don't do it all 1n the big States, either. 

MR. COYNE: All right, I will take a poll o! twelve 
smaller States. 

0 JAR. GASTON: I think it is a good idea to get rights . 
The only thing that bothers me about rights is they are 
too l imited. If we had something to give the typical 
holder of these bonds--although I suppose the typical 
holder has become the ten thousand and under, hasn ' t he? 

0 

MR. WRPHY : That i s right . 

MR. GASTON: I still think it is a good thinf even 
thouib in most cases he is a high- income man who s getting 
the fncome of it. 

H.M. JR: If the fir st time since I have been here 
I give that fellow the breaks, I am not going to worr,y about 
it. 

MR. BELL: It was suggested by Bob Rouse that you 
extend the bond and give them two , nine one for anotheJ:O 
ten yeaJ:Os. That is treating him a little differently. 

MR. GASTON: That is a little too libeJ:Oal. I was 
telling Dan that Bob Iramer, ~ son- in- law, su ggested that 
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you put a sticker on the bond with a new schedule of 
redemption values. Give him a little better than just 
E bond, but giving him the. two, ninetr-one i s a little 
too much. 

the 

MR. MURPHY : You would have to have them sign a waiver 
of the tax exemption privilege--par tial tax-exemption; 
you have got to cancel it. · 

UR. GASTON: That is a complicated feature , 

H.M. JR: When do you pay your taxes, when it 
becomes ten years old? 

MR. BELL: You have an option. You pay it as accrual 
or pay it when you get your money. They would have to pay 
it now. 

H.M. JR: By accrual, do you mean pay it yearly? 
. MR. BELL: Include it in your income tax. 

H.M.JR: Or at the end of ten years. ~. Bell is 
lukewarm· Mr. J.furph.v is adamant· Mr . Gaston agrees with me , and Mr. Coyne--~ell, I thi;k you won Coyne over. 

MR. COYNE: I am not up to date; that is~ trouble . 
I didn't know how I felt until I read this memo. I will 
take that poll. 

H.M. JR: He ought to--he knew you were coming over, 
and he should have given you a copy of that. 

MR. COYNE: He dictated that just before six, and then 
we both dashed out . 

2 

H.M. JR: Supposing you get on the phone and do a little 
phoning, and then we will meet again tomorrow. How is that? 

I.!R. COYNE: Fine . 

H.U.JR: Maybe Wr . Gamble will be here. I have never 
worked so hard to give you fellows a sales argument in ~ 
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life . I am exhausted. I will tell you now. 

LfR. BEU.: What are we going to do when we co.me to 
E' s if you have to work this hard? 

H.~. JR: Will you bring it up at nine-thirty group 
tomorrow? I am just exhausted. 

Henry, you are all right . 

Z"3 

Wait a minute, Coyne, I want to give you this thing. 
I will give it to all of you. Please don't let them 
wei~ Dave Levy down so when he has something for me he 
can t do it. Ostensib~ he was brought in to help me. 

UR. COYNE: That is hie fi r st chore . 

H.M. JR: Herbert, tou will need that . Have you got 
one~ That is for you. (Indicate s copies of speech Secretary 
is to give on the air Sunday, February 11, 1945. ) 

UR. COYNE: We have checked everything we put in, and 
the first paragraph comes from Lieutenant Levy. General 
Uarshall never said anything to me, so we haven't anr way 
of checking it • . I don't know what the--· 

H.W.JR: Have Fitz check with General Karshall's 
office . 
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Operator: 

HY.Jr: 

Operator: 

Operator : 

HMJr: 

Operator: 

HMJr: 

Cbarl1e 
Bell: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

BlUr: 

B: 

HMJr: 

B: 

HMJr: 

rebruary 6, 1945 
ll: 36 a .•• 

He'a out ot hie ottioe , but I'll try to tind him. 

Oh. 

They said he came tovarde your otfioe. He may be 
outeide; I'll oheok with Fit:. 

(Pause) 

Cbarl1e Bell. 

Hello. 

Go ahead. 

Charlie. 

Yes, 81r. 

You can tell Nunan and Joe O' Connell I like th11 
tallow Sherwood. Hellot 

Bill Sherwood, yes, air. 

Put him through as Assistant Commissioner. 

I see. Well, he's a good man. 

Yeah. 

All right, air. 

Now, I want to be consulted on hie auooessor 
over there. 

On Bill Sherwood'at 

Yeah. 

Yes, air. 

He reoo-ended a fellow by the naae ot Allen. 

All ant 

New Yorlt. 

't. t 

Regraded Unclassified



0 
B: 

HKJr: 

B: 

HMJr: 

B: 

HMJr: 

B: 

HMJr : 

B: 

HMJr: 

B: 
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B: 
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C. B. Allen from New York. 

Yeah. 

And another good one 1e that fellow Tom 
Aoheeon. 

Well , I don't know but I -- I want. to be 
ooneul. ted. 

All right, s1r. We'll eet 1t that way. 

Where are you? 

In my ,otf1oe. 

Juet etep 1nto my • ••. 

Yee, e1r. 

By my elevator. I want to tallt to you. 

Right. 

By the elevator. 

All right . 

'r c.. ;) 
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FRENCH LEND-LEASE 

Present : Mr. ~hite 
Ur. Glasser 
Mr . Aarons 

February 6, 1945 
ll :45 a.m. 

H.M. JR: How late did you Mrk last night , Glasser? 

MR. GLASSER: 
this morning. 

Not very late • . . 
h.L!. Jlt: How about you Buzz ? 

I got up a little early 

Mit. AARONS: About eleven o' clock. 

MR. GLASSElt: And M were here about eight o' clock 
this mornine . 

H.ll. JR: I haven ' t been pushing you . ~1ho in the hell 
has been pushing you? 

MR. ~11ITE : That 's the situat i on . They said they would 
have to have this ready by this morning, because we can ' t~ ­
we would like to settle this before Monnet comes to lunch . 

H.ll. Jk: These fell OTis go overseas , live easy, have a 
bed of roses and ~~nderful food ~ 

l.lR. AARONS : I \Iss working on this all evening. 

1fh. \'J:IITE: Didn't you tell me when you were in London 
you worked almost every evening until eleven o' clock?. 

MR. AARONS: We should have been able to do our work 
in the day time . 

!.!H. WRITE : There was a great deal of discussion as to 
how to end this, thing , and we think the only way to expedite 
settlement and get what you 1\ant is for a memo like this to 
be signed and initiated by t•epresentatives of the French, 
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British , and Amer ican Governments , ana to be accompanied 
by the overall master Lend-Lease J\gree,nent . \,e have a 
copy of the master Lena-Lease J\greement , but I think that 
this memo states it very--

H .t: .. Jk: Crov.ley i s eoing to be here? 

}ffi . 1.HITE: Yes , there may be some hope of signinc; 
it because l,rodey is v.ith you ,and Cox and the other•s . less so. · 
Did we state the issues? 

H .~ .Jk : Let me read it . You are so full of rushing, 
you ~ow . I iike to sit by the fireplace and take life 
easy. 

1~ . 'nHI':E : O.K. I thought you \',e re goine to spend 
today and tomorrow at home . 

H.M.JR: I was t;oinc to . He doesn ' t know it but I 
was givinr: Joe DuBois eight o' clock tonicht to work on the 
book . 

i!R. 1.,HITE: Yes . 

H.~.JR : You insisted on three o' clock, so I cancelled 
!toy Blough four times , so I had to see him t oday. 

(Secretary reads "l.\emorandum of Unders tand inc between 
the United States Government ano the Provisional Government 
of France. ") 

"It is recognized by the two governments concerned that , 
in connecti on with the sir,ninb of a master lend - lease agree­
men t between t he United States Government and the Provisional 
Government of France , it is desirable that a clear under•standing 
be reached of the t ype of program i ntended under such lend­
lease agreement. 

"1. It is understood t hat under such l end- lease agree­
ment the United ~tates Government intenos to f urnish the 
following category of items on a straight lend-lease bas is 
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to the Provisional Government of France ; haw materiah for 
war use and for essential civilian supply (metals , steel , 
chemicals , synthetic rubber· , drugs and medical supplies) 
Food (milk, pulses , edible oils , oil seed , seeds , ) pe troleum 
supplies, French prisoner-of-1·.ar supplies , ShoJ•t- life 
snanufacturint; equipment fo r war Rroduction , Freir ht charges 
(rental and charter of vessels ). 

H . ~f . SR : \'rhat are r11ilk pulses? 

~.!}{ . GLASSr.J.. : Pulses, they are beans, the r.hole category 
of that type of vegetable- -beans , dried beans . 

H.M .. TR: lrhat kind of v.ood is pulses ? 

~. r.LASSEk: Pulses? That 's a term they use . 

!.!h . AARONS : FEA had that in their list . 'l'hat is one 
of their t echnical words . 

H.J.t .SR: Pulses? 

~!I, . 'TlASSEil: Yes, it is a word used in all supply 
pror;rams . 

'!H. \ rRI"'E: t1aybe it is misspelled. 

~Ot . GLASSE~: Those are dried beans . 

H . !~ . JR: Don't tell me they are dried beans : 

Wt. GLASSER: Maybe it is a British word . 

H.U. JR: I thought it was milk pulsing , these milking 
machin es . 

!.IR. WHITE: That isn ' t all the f ood amounts to, is it ? 

MR. GLASSEk: There is no wheat . 

H.M.JR: Twent y per cent is what you said? 

, 
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. .lh. . .. h!';E : ihey 1.ant fifteen and twenty- five , so we 
tboueht ~e coul d come to an a~reement on twenty. 

' 
word. 

·~n . AA}(OJ~S : That ' s o. r-ood chance for a bet . 

(Ltrs . 1.lcHur;h ante rs oonferen ce with dictionary . ) 

H. 1.1 . Jk: Pulses , are they dried beans? 

!.Ut. UcHUCHI : 1'hat • s right . 

H. M. Jk: I won't believe it until I see it . 

I apologize. 

Yk. AARONS: I just, won ten pounds from Taylor on that 

YR. GLASSER: I used that word for six months before I 
knew Vlhat it me811t . 

H.M. JR: That• s a nev1 one on me . You would have lost 
money on that yout•self • 
• 

MR. McHUGli : I certainly would have. 

(Hrs . Mc}!ugh leaves conference . ) 

H .~ . Jh : You bet Taylor ten pounds? 

!.ffi. AAfiONS: \,e used t o bet on words like that, and I 
always won . 

(The ~ecretary continues reading . ) 

"2 . It is understood that under such lend- lease acree­
ment , the United States Government intends to fUrnish the 
following category or items on a 20% down payment basis to 
t he Provisional Government of France : Locomotives , railroad 
cars , merchant marine , harbor watercraft, fishing fleet , 
inland watercraft (bftl' ijeS), metal working machinery, £en eral 
industrial equipment, machinery for mines , arsenals, etc . 
The down payment shall be made to the United States Government 
against current monthly billines equivalent to 2v% of the 
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amount which the United States r.overnment has contracted 
to pay for the production , storaee , and transpol't of such 
items . 

"3 . 'l'he program of lend- lease aid under para~:; raphs 
1 and ~ hereof will be drawn up a1 ter consultation wit h 
the Provisional Government of France and will not constitute 
a firm commitment. actual delivery will be subject to the 
changin~ demands of s trateey, to supply and transport con ­
siderations and the usual considerations of p1•ocurement 
end allocation . 

"4 . The l'rovisional Government of 1- rance will pay 
the United States Government t he contract price plus any 
accrued cbar f>es for any items in either of the f'orer.oing 
categories v:hich D1Bf have been contracted for but not 
delivered at such ttme, after the cessat ion of orcanized 
enemy resistance in europe, as the United ~tates Government 
may decide to di scontinue the provision , on lhe basis set 
forth above , of part or all of the items enumerated in this 
memorandum. In the al t ernative, the Provisional Government 
of France may, at its option , decl ine to take delivery of 
lli'J such items. after such date, and pay merely an amount 
wnich r.ill save t he United States harmless from any loss 
arising out of the procurement of such gooaL 

"5. The terms of payment of t he unpaid balance under 
paragraph 2 hereof and the te rms of any payments under 
paragraph 4 hereof will be on a credit basis establ ished 
by the United States Government after consultation with 
the Provisional Government of France. These credit term8 
shall be equivalent to the terms granted to other allies 
for similar arran gements . 

"6. I t is understood that the Provisional &overnment 
of France will pay in cash to the United States Government 
fo r any lend-lease supplies transferred to France on a 
straight lend-lease basis r.hich France exports directly 
or as component parts to any area outside of Metropolitan 
France . 
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"7. It is further understood that the ProviSional 
Government of 1rance will pay for all civilian supplies 
furnished or to be furnished to the }rench colonies by 
the United States Government and will also pay for all 
supplies furnished or to be furnished b\' the United States 
Government to u~tropolitan France under.the so-called 
Plan A or other militarr program. 

"8 . It is understood that t he foregoin(" pro~;ram will 
be re-examined periodicall y, but particularly immediately 
after the cessation of oreanized enemy resistance in Europe, 
and t hat adJustment s in the program appropriate to the 
situati O!l Yllll be made after consultation with the loren ch 
authorities . " 

H.1l . JR: It ' s all ri ght with me . 

!Ah . \',HITE: May v,e point out what they will object 
to? This has not been drawn out in collaboration with 
them. 

R.M.JR: Now that I know pulses is right , it is all 
right with me . 

and 
and 

!.:H . \'1HITE: 'fte couldn 't agree on their complicated draft , 
the bo,;s drafted this to bring out the points simply, 
they will object to several things. First--

H.M. JR: Don ' t bother to tell me what they will object 
to; just tell me how you overcame their objections . 

UH. ~.HITE : ie haven ' t . We expect you to do it with 
Crowley. 

MR. GLASSER: Cox refused to draft the document on the 
basis on which this is drafted. He said that is so unacceptable 
that he v.ouldn't even draft it , so v.e proceeded to draft it . 

I!R. \'illtfE: And he MUldn 1 t , 
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H.11 .J!t: Are we goinr to have a f ree- f or- all here? 

Mlt. \;RITE : Not with Crowley. CroY.ley will be in 
agreement . 

H.M. J!t : Couldn' t you slip over and show t his to 
CrOI\ley beforehand? 

MH. \';RITE : Yes , but C.ro~ ley has already indicated-­
see , Cox will give him a lot of new aryument about it , 
and I thoU3ht we could t i ve you one or two of them and 
see how valid they are . 

H.!' .J h: Do it as we r.o alonv, what the beck~ 

is? 
JIR. wHITE: \'that do you think the worst single objection 

VR. AA RONS : They Mnt t o make this a lone- term credit 
commitment with Fr ance , and we have even gotten away from 
that . 

lffi . ~HITe : What they will object to mostly is t his 
'Oarar;raph. 

h .l(.JR: I tell you, Harry, we will hear what ' s his 
name a t lunch and see what he has to say--Monnet--and if 
you want to stay behind after lunch, we will see . You can 
lead the argument at three o ' clock a.nd I will listen . 

•.Ut. \'>1H'!"E : All right . Well , v.e have had a number of 
tteetings , and every time we think it is all right , the boys 
get to drafting something else . 

H.M. JR: I am takine the lead· and I will be tough . 

MR. AARONS : What do you think about showing this to 
Monnct? 

H.ll.JR: He has asked to see me . He will do the talki ng. 
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},ffi , \IHITE : 'nhy not send a copy to V1i ll Clayton so they 
won ' t ask for a chance to see this t hing v.hen they come? 

I haye a couple of other things . 

H.M. JR: I am bushed . 

HR. i'.HITE: May!Je you can handl e that \'.hile you are 
bushed ? 

H.t . Jk: No . I have a couple of things I just have 
to do . I am seeing you at lunch, 

• 
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ale1110r&Dd\lll or Ullderatud1nl 
.~tlfeen t:he •·n1ted tftete"' (loverruaent 
and toe ~ov1s1onal Jovar~ent or France 

lt tc rP.coznized by the two ~overru·en~s concerned 

that, tn ctnnect1on with the sl ;ninP oJ' a IJI.asyer lend­

lease agreement between the United Stetee Government 

l'nd the Provisional fJovernment or ~·ranee , 1 t ts desirable 

that a clear unaers tand1ng be reached ot the type of 

1rograrr. i ntended under such lend- leaee agreement . 

1 . lt 1s unaerstood that under sucn lend- lease 

a!O.reement the Unitea states ~1overnment intends to rurnlsh 

() the following category ot items on a straight lend- lease 

DBB1S to tha Y.rOV1Sional Jovernment or France: 

0 

haw ~ ater1als for war use ana for essential 
civilian supply (metals , steel , chemicals, 
synthP.t1c rubber, druvs and mertical supplies) 

rood (milk , pulses , Pdible oils , oil seed, seeds) 
Petroleum supplies 
t·rench prisoner-or -war supplles 
snort- 11fe manuracturtn'!; eqllipment 

tor war troduct1on 
~rei~bt charges (rental and charter cr vessels ) . 

~ . lt 1s unaerstood that unaer such lena- lease 

a~Teement , the United States Jovernmen~ intends to furnish 

the following category o! iten~ on a ~ down payment 

basis to the Provisional Government of F'rance: 

Locomotives 
ha1lroed Cars 
terchant • ar ina 

Harbor Watercraft 
nshing neat 
Inland watercraft (Barges) 
~etal .,ork1ng l!acn1nery 
oenernl Inoustr ial F;quipt'lent 
l.,!ach1Mry ror -"llles , Areensls, etc. 

Regraded Unclassified



• - 2 -

Tbe down J)llfllent shall be made t o t ile UJ'I1t ed s tates 

'Joveroment against current monthly b1ll1n-s equivalent 

to 20~ or the amount which the Untte<1 States rover!ll'lent 

hes contr acted to pay tor the product ion, storage , and 

transrort of such items . 

3 . The pro~am ot lend-Jeeea e i d under p~ragrarhs 

l and ~hereof wil l. be orawn up attar consultation with 

the rTovisional GOvernment or ~~ance and will not 

constitute ~ t 1rm commi tment . Actual delivery will be 

subject to the cnang1nG deTA~n~ of strategy, to supply 

() and transport cons iderat ions and the usual considerations 

of procurement and allocation . 

4. The Provisional Oovernment or France will pay 

the United States uovernment the contract price plus 

any accrueo charges tor any items in e ither of the 

for egoi ng categories ~ich may neve been contr acted 

tor out not delivered at such time, attar the cessation 

ot or~anized enemy resi stance in E.'llrore, as the United 

~tatss Government may aecide to Discontinue the 

provision, on the basis set for th ebove, or par t or all 

0 ot the items enumer ated in this merr.orandum . In the 

aJ:t ernetive, t he Provtstonal uovernment or France may, 

at its option, decline to ta~e delivery ot any such 

items after sucn date, and pay merely an amount which 

will save t ne United States harmless f rom any loss 

arising out or the procure~~nt or such goods • 
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• 5 . 'l'he teral8 or peyment or the unpe 1d balance 

under paragraph ' h9reoi and the ter~s ot any peyments 

unaer paragraph 4 hereot will be on a credit baste 

establlshed by the United States Government after 

consultation wtth tne Provi sional Government or France . 

Tneee credit ter~s s~~ll be equivalent to the t erms 

granted to other ellies tor stmilar arrangements . 

6 . It is understood that the Provlst onal 

Government or ~ ranee will pay 1n ceso to the Uni ted 

States Government for any lenQ-lease supplies trans­

ferred to France on a s t raight lend- lease basis which 

France exports directly or as component parts to any 

are~e outside or /. etropol.ltan France . 

? . it is further understood thet the Provisional 

Government ot f rance Will pay 1 or all ci v1lian supplies 

turn! shed or to be turnl sned to the • ranch colonies 

by the United Stetes Government and will also pay tor 

all supplies turnlshea or to be furnished by the United 

States Government to Metropol itan France under the eo­

called ~ A or other .militar y progr am. 

Q 8 . I t is under stood tha.t t he forego ing pr ogram 

will be r e- examined perlodtcelly, but pa;ticularly 

immediately aft~r the cessation of organized enemy 

resistance tn ~~ope, and that adJustments tn the 

prosram appropria te to the sttuat ign will be made after 

consultation with the French authorities . 
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BXJr: 

Operator: 

HMJr: 

John 
McCloy: 

HMJr: 

H: 

HMJr: 

. M: 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

H: 

HMJr: 

Yes. 

McCloy. 

Hello. 

Hello. 

Good morning. 

How are you? 

Oh, pretty good. 

February 6, 1945 
12:13 p. a. 

I haven't talked to you about these French 
businesses sinoe we bave been having our 
meetings. 

Yes. 

But I wanted to give you my thoughts tor What 
they were worth. In the first place, I haven't 
got any judgment that really i s worth anything 
on the amount to which they should -- their 
dollar exchange should be reduoed. That's a 
tinanoial matter and I don't know the balance 
eheet halt ae well as your people over there 
do. 

Yes. 

So that I can 1 t really contribute very much on 

..... 

that. It would take some 8tud1ea and other people Who 
are more competent than I are doing that 8tud)'. I 
have, inJeneral, the feeling tbat -- that we should 
be 11ber rather tban harsh. 'l'bat'e from a a1litary 
poi nt ot view - - tbat we'd like to get that place 
quiet and happy and avert any -- any d1esen8ion. 

Yea. 

Secondly, I think that 80 tar a a the -- a a to the 
iaaedlate ailitary inter eet ie concerned, they're 
all taken care ot bJ the arrangeaente Which are 
now contemplated; that i8, the p&Jaent8 out on 
Pl,an A. 

Yeah. 
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And the other payaen te that are to be made in 
general reduction ot their indebtedneea. There­
t ore, I don't think that I can giYe any eatimate 
on anything other than a general appr oach. 

Do you know about thie three o'clock aeeting 
today? 

No. No. 

God damn' it! Why don't eomebody tell you. 

No. 

Clayton called up all hot and bothered thie 
aorning. He had to eee ae at three o ' clock. 
I rearranged ay whole atternoon. 

Xeah. 

They want to eettle it. 

Uh huh. 

Well, didn' t he tell you? 

No, he d1dn' t tell ae anything about a three 
o'clook aeeting ' at all. 

Well, I don't know. I-- gee vhiz! 

At 401 rate •• •. 

I hope you can be here. 

Well, let '• aee what I'Ye got. 

You and Hilldr1ng. I r earranged •1 whole atter­
noon. 

Well, I 1 Ye go t a date then, but I can probably 
change 1t. 

I eay, I rearranged ay whole atternoon. They 
want to - - CroV'.I.ey' • coaing. 

Yea. Well, I'll coae it you want ae. 
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Well , I do, because • ... 

All right. 

•.• . I'd like to get t hi s thing settled and 
I don't see how the hell we can settle it with 
the ArMy not present. 

No. Well, I'll be ready to come it -- it you say 
the word. 

Well , I ' d very much l i ke you and Hill dring. 

All right. I'll bring Hilldring, too. 

And then you could say - - repeat here it the 
thing isn't goi ng the way you 11ke 1t - -God 
damn 1t, it ought to be settled thi1 afternoon. 
They've been fussing around with thil thing now 
too long. 

Oh, I know. It ought to be settled. There's no 
question about it. And I -- I urge atrongly 
that it be settled because I'm atra1d we'll build 
up a • • • • 

Well, Jack , 1t can be settled thia atternoon. Seat 

Yeah, certainly it oan. Well , I'll -- I'll ooae, 
and 1t that's the 1dea, I 'll drop everything else. 

Well, I d1dn 1 t arrange the meeting. It I had, 
you'd have been told a long time ago. 

All right . I'll be ther e. 

Thank you. Good bye. 
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February 6, 19~5 
2: oa p.m. 

••.. on the phone. It'e a bad day. Talk tast. 

Well , the point vas that we're distur bed about 
O' Dwyer on Inter-governmental Commi t t ee. I 
understand he ' s no t t oo ... • 

Wel l, I am concerned nov, too, that he ' ~ a -­
you know. 

Yeah. 

u. S. Distr ict Attorney. I withdraw ~ sugges­
t i on. 

Fi ne. I know you won ' t like this but I sti l l 
think that (Name mentioned here ie i naudible) 
would be a good man t or something like that. 

I t ' e just as well we' r e on the phone. Good bye. 
I wi thdraw my .... 
We oan withdr aw that other anyway. 

·Tha t 's right . 

Okay. ~ 

Good bye. 

280 

• 
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Hello. 

Dan. 

Yea, 11r. 

Febru&J7 6, 1945 £ 1 
2:35p.m. 

Wb7 11 Randolph Burgeee reeignlng ae a dollar-a­
Jear man' He wrote me a l itt le note. 

Yeah. He eaid the other da7 that he wae on th11 
committee, aa a member -- you know, ot the A.B.A. 
Committee, and oha1rman ot it, and wae working 1n 
that oapao1ty, and aleo is oha1rman ot the A.B. A. 
And he thought that 1t was probably wrong now tor 
him to be on the Trea.u~ payrolls at a dollar-a­
year. 

Nothing elee' 

That ' s all. And he Just eald, 1 I think 1t1 e in 
or der tor me to resign.• And I eai d, 1 Wel l, I 
don't think it 1 e ve~ important. • And •. •. 

Well, that's tine. Tell me, an7 call a trom any 
bankers today' 

Not a one. 

Not a one' 

No. You mean on 7our statement' 

Yeab. 

Not a one at all, and I -- the papera I've looked 
at, it d1dn 1 t get a lot ot Vida publicit7. 

!lo. 

I didn 1 t see a thing in the Tribune. 

Well, the Poet had the beet artiole. 

The Post, and the Timet had a little artiole. 
The Journal ot Commerce and Wall Street Journal 
I don 't believe commented on it at al l, did the7f 

No. 
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I couldn't find it. 

Well ••• . 

So that-- I don't knov what it vaa outside ot 
Vaehington -- outeide of Waeh1ngton and Nev 
York , but I wouldn't eay that it vent o•er aa 
big ae the boye thought •••• 

No. 

that it might t here yesterday. 

No. 

They seemed very enthua1aet1c •••• 

Yeah. 

.... tor the moment. 

Okay. 

All right. 
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FRmCH LPND-WSE 

Present: )lr. Wh1. te 
1lr. Clayton 
llr. KcClo7 
1lr. Cox 
1lr. !nfel 
Genera Hilldring 
1lr. M1 tchell 
1lr. Dnidaon 
Jlr. Bannegan 
1lr. Gl.aaaer 
.llr. &arOila 

Februar7 6, 1945 
3:00 p.m. 

KR. COX: Kr. Crowle7 aaked me to give 70u hia 
apologies. He haa to go up on the Hill again thia 
afternoon. He haa been there all morning, and he has got 
to go be.ck. 

H.W.JR: Kr. KcClo7 and Generel Hilldring are calling. 
I took the libert7 of asking him. 

l4R. CLAY'l'ON: I am glad you did. I would have asked 
him, but he aaid yesterday or the day before he didn 't 
think hia Tiew about these financial matter• •• ver1 
helpful, but I am ~lad you asked hia. 

H.K.JR: I think he ia interested because he called 
ae up thia morning, and, well, he haa· an interest, and--

KR. CL.lYT<lh Yea, I 1m glad you asked him; I 1m glad 
he h OOIIIing. 

(Kr. Gla11er ucl 1lr. !arGDI toter the oGDterence.) 

B.K.JR: Get neeybodT to link or nia togetaer. 
I • going to lock the door todar and aettle thh thing. 
Bow do11 that eult 7ou, Kr. ClaJtGDf 

-
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KR. CLAYT~: That euita me fine. 

(Dieeuaaion off the record. ) 

MR. CI! YTON: Shall we wait for .lr!r. KcClo1? 

H.U.JR: He ie ueually ver1 punctual. 

lfhT 1a llr. Crowley up on the Hiil? 

KR. COX: For Lend-Leaee extension. 

(Geeral Hilldring and ).[r. Dnidaon enter the conference.) 

H.Y. JR: Where is llr. lfcClol'l 

GEN. HILLDRING: I don't know. 

H.l!. JR: .lr!r. CJ.ayton, will 10u proceed? 

MR. CLAYTON: .lr!r. Secretary, just five minutes ago 
I waa handed t.b.is JUliO drawn up by the Treasury f and I 
haven't bad time yet to read 1t. I have been tud up 
with same other meetings. Yr. Kitchell handed it to 
me. 

KR. V.HITE: For the Secretary' e benefit, I aent it 
the first t.b.ing thia morning. 

H.K.JR: White baa tried to cover up hie own trackl. 
He juat wanta to aake aure he haa convinced ae he eent it 
over. 

YR. CLl Y'l'Oif: Perhaps you have bad time to cllgeat it. 

KR. COX: I have read it over. I would ear, Mr. 
Secretary, that there are two aajor things. One ia, the 
draft of the document doea not f i t the legal baaia under 
the Lend-Leaae let, and I think there ought to be certain 
lmow1edge o! what the h11tory and wbat the policy tunct1oo1 
are. 

• 
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The second major point is that when you t alk about 
firm commitments suspended in mid air, we have got to 
look out first for what is in the interest of the u. s. 
within the framework of the Act. If you are going to have 
a 3-C agreement under Lend-Lease, you need a firm commit­
ment subject to the powers of the President to withhold 
any supplies that he wants to withhold in hi s own sole 
discretion, and the second part of it is that I think if 
you leave vague some of the terms, I don't care whether 
you call i t a memo of understanding or a· cont ract, it is 
all the same substance; and I think you are likely to have 
more trouble with negotiations wi t.h the French and more 
misunderstanding at some later date by not nailing down 
with some degree of precision what you intend to do, and 
what you want, as well as what it is we are going to supply, 
subject to an escape clause, as part of the President's 
right to withhold any of the se supplies. 

H.Jd. JR: Well, I don't know whe ther--this is what I 
was told this morning, that you said you didn't want to 
draw it, and it was up to our men to draw it, and they did 
the best they could. 

MR. COX: We have one drawn, and I agree with you 
that we have got to lock ourselves in the room to get' 
agreement one way or another and get it disposed of, and 
I don 't care which way we work. 

H.M.JR: Have you got one~ Has yours been furnished 
to us? 

MR. COX: It is a modified one which--it's the same 
substance which was given before . 

MR. WElTE: This is twenty pages. 

MR. COX: Mr. Secretary, after the last meeting, as 
we understood it, you suggested the central idea that we 
follow the Russian agreement with one modification, and that 
is that the French would make some down payments based on 
percentage of delivery, which I think was sound. 
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This dooument we have gotten ui is based precisely 
on that principle, and we think it s within the legal 

.power of the Lend-Lease Act, and what you need to do the 
job. 

H. K.JR: Now, would you mi.nd--I can't read this; rrv 
eyes aren't good enough. Can you tell me what is in it? 

MR. COX: I can tell you t he principles, and I can 
tell you the points at which these things vary. 

KR. WHITE: Oscar, could you talk about the short­
comings of this, because we are familiar with the export 
one , and it brings out the points so we can see where the 
difference lies. 

UR. COX: I will enumerate the long draft in substance. 
In the first place, you have got two different types of 
supplies here ; one is the raw materials for war production, 
and the other is consumers' goode which everybody has agreed 
in principle should move as straiibt Lend-Lease until it 
is determined they are not eligible for Lend-Lease because 
of the end of the European w~r, or other factors. 

MR. WHITE: That is under one; it is clearly stated. 
That is what we thought we were stating. 

MR. COX: It isn't. I think your thought aay have been 
the same principle. The 3-C provision of the Lend-Lease 
Act, which obligates the French and gives us the power for 
three years after the termination of the Act to continue, 
says this in substance, that you can' t transfer any goods 
under Lend-Lease after the terminal date, .except where it 
is necessary to carry out a contract with a foreign govern­
llllnt. Now, in order to do that, you have got to have some 
commitment in the form of a contract to supply certain 
goods to a foreign government. 1hat comm taent 'IIIAY be 
conditioned b,y what the law,yers call a conditioned subsequent, 
in that the President can withhold &n7 of the supplies he 
nnh to. 

MR. WHITE: That is already over rrv head. 
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H. K.JR: I am goi.ng to aay I think it is dum 
nonsense . lhT in God's name can't thls sort of conversatlon 
go on outelde of thls office before you come in? What has 
happened in the last ten days? 

MR. COX: We can tell you that, Jlr. Secretary. We 
followed--

H. l&.JR: ~ do i have to sit in on a legal disucsaion 
Hke that? 

MR. COX: Let me point out that we started on the 
basis you proposed at the last meeting, and your fellows 
have .titohed around five different times instead of 
sticking to the principle that was there. 

MR. WHITE: We are trying to meet your compromises 
and meet your needs. 

MR. COX: No, but you fellows have changed the under­
p~g at least five different times instead of finding out 
WQat the Lend-Lease Act said or didn't say. And as late 
as yesterday afternoon we had a meeting, and five minutes 
afterward. you changed the ground rules. We are willing 
to roll with the punches, and I agree with the Secretary 
that that kind of technical discussion ought not to be 
put before hlm. 

l!R. CLAYTON: lfay I suggest this, that there ue just two 
questions of principle here, Oscar, that are bothering us, 
and perhaps we might agree ourselves as to those two questions . 
And if we can agree on those two questions, then it will be 
a more or leas simple matter to write an agreement . that we 
could all ' lrilpport, I think, with the French, and those two 
questions are: Number one, the question a to how 11111ch cash 
we would ask the French to pay in respect to certain cate­
·goriea ot goode under this Lend-Lease agreement. That arose 
from the desire to see that the dollar and gold balances 
which they have as of this moment should, in connection 
with Lend-Lease, or otherwise, be reduced to some figure 
lower than what they are today before we would oonteaplate 
furnishing these goods on straight Lend-LeaH or 3-C oredi t 
teras. I believe I stated that correctly, Mr. Secretary. 
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H.K.JR: !a far aa I am concerned, you have. 

KR. CIJ.YT<li: That's nllllbtr one. N11111btr two is tnt . 
question of the power of the United Statea Government to 
rtli.n tAla agre•ent or to cancel this agre•ent at the 
end of the •r in Europe. I thlnlc that is nllllbtr two. 

· Now, can •• not agree ourat!vta as to tnoae two queationa 
of broad policy and principle and ate if we can't afrtt 
on those two things, and if we can, I thinlc the rea of 
it is fairly easy. 

H.l!.JR: It'a 'all right. '.l:o me it'a even--tb.t other 
thlng that Oacar Cox said, going back to what you haven't 
mentioned-•! don 't have my datea straight, but tbe time 
we met, I thinlC after you had these gentl•en for lunc.h 
Saturday--it must have been about a week ago today. 

KR. CUYTON: ! week ago last Saturday. 

H.M.JR: You came here the next 1londay or Tuesday--
! don't know which it waa--and we agreed that we would more 
or leas follow the Russian formula with the exception that 
we charge thea a certain percentage down when they bought 
so!le of these goods. Now, in this IIWIO 'llihite gave ae this 
aorning they aay twenty percent. I don't know whether there 
is an agreement on that or not, but it' s atill X percent. 
I don't know whether you other gentlemen have come along, 
but if it is plus these other two things you aaid, what 
other things art there to argue about, other than possibly 
the percentage? 

KR. CLAYTON: Well, in the beginning the only thing 
we had, as I understood it, waa the question of tha extent 
to which the French would uat their own reaourcea in the 
Lend-Leaaa irocureJUilt. That waa the only tiling, aa I 
understood n the beginning, that •• felt we had to agree 
upon with JOU. low, later waa introduced the queation aa 
to the United Statea Goveruaent baing able, at tha and of· 
the war in lurope, to discontinue that agreement or to 
cancel it, or at an7 rate, to give the United Statea Govtrument 
the right to rerln t~e utter. That came up aeoondary. 
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H.K.JR: That's right. 

KR. CLAYTON: is I said a moment ago, they formed the two questions. I think we need to see if we can come to an agreement on these two questions. I don't think there is 1a10h going on. 

llR. COX: Except one other point . This memo is "not the Russian Agreement that was submitted to us today, and there ia where the 11hol e underpinning was changed, and 1f we concentrated on that w1 th the two points you will make, we ?an get rid of that. 

H.K.JR: Let's follow Mr. Clayton. You are stating it Yer7 clearly. Let•a do one thing at a time. 

MR. CLAYTON: Yea, we can discuss those two things. 
H.M.JR: What's the first one? 

c:) MR. CLAYTON: The extent to which the French ahould uae 

0 

their own resources to procure these goods. You m&f haYe seen some o! these figures. The ones I saw yesterda7 indicated that irreapectin of an7 cash that the French aight use in lend-lease that in eighteen months' time their ba!ancea would • probably be down to a billion and a half without the use of anr cash in connection with lend-lease. That was the FU figure. I think the Treasury adaitted that the7 would be do1111 to about one, aenn; or one, seven-fift)', something like that. 

KR. WHITE: No, the Treasury did not agree with those figures, and the Treaaury' s figure gave thea a moh larger ba!anoe. 

H.K.JR: The balance would go up !roa now on? 
KR. llliTI: lfo, it woulcin't go up, but that 1t would be about two bi!lion three, it would be close to two billion dollars, a~Tbe a little leu. 'fhue n .s about a !wr hundred aillion dollar di!feranoe. 
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Wt. GLASSEk: There is a six hundred million dollar 
difference between FEA and Treasury . 

MR. \oHITE : \'le thought it would be six hundred million 
higher than what they thought it would be , and we took 
allowances for that and attempted to compromise , and reduced 
very substantially the down payment that 1.e would be calling 
for on category two. 

Jrlk. CLAl'l'Oii: I thought , Harold , that we agreed your 
figure would make it about seven hunore~ and fifty or it 
might have been one, eight or one, eight fifty . 

Ult. GLASSER: We were willing in view of the uncertainty 
in the figu re that if v.e had a review of the prorram, M would 
be willing to ~o down to a twenty percent donn payment . 

MIL t.HITE : That's '1\hy 11e reduce·d the amount on the 
payment . First we thought we Muld make it fif'ty,and then 
thirty- five,and then twenty- five, and we reduced it to twenty 
which is a very substantial payment, because the amount of 
cash they would pay out is pretty small under our proposal 
here . 

!.fR. CLAYTON : I think that perhaps v.e might agree on 
a twenty percent figu re, Oscar. We discussed it yesterday 
and you said ten pP.rcent and I think Harold first said a 
third, and then said twenty- five , and you suggested we 
might make it fifteen ,just as a compromise, but I don't think 
there is much between fifteen and twenty. 

l.!k. COX: \.e would agree reluctantly; the only mooification 
we would suggest is that you have no gap between the first 
payment and the first eighteen months, and the ten years . 
~e think it r~uld be more desirable to space twenty percent 
over a peri od of ten years with no grace period . 

HR. CLAY'l'QI: The twenty 
down as they e et their goods . 
you are talking about . 

percent that is to be paid 
It is the eighty percent that 
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MR. COX: The one thing that waa left up in the air 
in tel'IIUI of the Russian Agreement ill what you do under the 
do1111 pa111ent, and 111. thin the grac-e period of the firat ten 
yeara. 

(Kr. McCloy entera the conference.) 

KR. McCLOY: Sorry to be late, 1fr. Secretary. 

KR. CLAYTON: Aa I underatand it, what he ill talltl.ng 
~bout--what Dacar ia talking about, Mr. Secretary, ia 
the question of the period of grace in the papaent under 
s-C tel'IU of the relll&inder of the coat frice in what we 
call category two, Schedule two, which 11 producers in 
capital goods . If we agreed on twenty percent, that lea••• 
eighty percent to be paid under 3-C terma, and the contract 
as provisionally drawn, gave the French nine yeara of grace 
before paying anythi.ng on that eighty, which I underatand 
is the form of the Russian Agreement. 

MR. COX: That's right. 

llR. CUYTOO 1 And I thi.nk DO"aelf, and I think perhaps 
you thought, Oscar, that that was undue libera!it7 and that 
it ill not called for b;y the ciroumatancea, and -that we aight 
make that--let thea start with that pa;yaent at once without 
any grace and put it o•er a period of how a&nf rearaY 

MR. COX: Thirtrrears. 

KR. CLAYTON: Thirty reara, but let it begin imaediatel7 
10 that--

KR. WHITE: Before ;you go on, UJ I auggeat the way we 
would do it? Will you confine yourselves to the twent7 per­
cent do1111 pat-ent--the credit teraa--I would like to diseuse 
that a little, and get that aettled. 

KR. CLA~: I think, if, u I understand 7ou, Oscar, 
we can agree on the other things that are in•obed, which 
are the eacape olauae, and thia'aatter of the credit teraa, 
that 7011 would _agree to the twent7 percent. 
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~ COX: That's right, with only one note of warning, 
and that i s we feel by agreeing to it that you take certain 
risks OD vresaing the French too hard, which may cause certain 
repercuss1ons here , but that is also in the picture . 

Wl. CLAYTON : Well, all right. Now, Harry--

H.M. JR: iait a minute. Do I understand that there is 
an agreement here that the down payment should be twenty 
percent? 

Mk. WHITE : On category two items . There i s one difference, 
howeTer , which I was going to take up later, but it is a 
difference which we have presented now, in order to provide 
some kind of br eak on the number of contracts that are placed 
in Tiew of the very generous credit t erms which they will 
probably expect, and in order to aToid any subsequent dis­
cussions that we wanted the twenty percent paid according 
to specification formula which we have indicated . i hat 
paragraph is that? 

MR. GLASSER: Three. 

WR. WHITE: Three. We mention i t and pau it and then 
come back to it . On the top of page two, ~The down payment 
shall be made to the United States GoTernment against current 
monthly billings equivalent to 20% of the amount which the 
United States Government has contracted to pay for the 
production, storage, and transport of such items.• (Quoting 
from "Memorandum of Understanding between the United Statea 
Gonrn11111nt and the ProTisional Gonrnment of Prance. • ) In 
other words, they wi l l pay the twenty pe rcent down when they 
place the contract, not when they get the goods . 

WR. OOX: That 's not only tough but it liaita your banda 
oo diTeraion. A lot of this stuff may haTe to be diTertad 
to more atrategic needa, and it would be more practical 
adminiatratiTely to pay twenty percant when it is deliYered 
and not when itla contracted for . 

){R. 't\HlTI: We can poatpone that part until later. 
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H.Y.JR: Let's do one thing at a time and settle some­
thing here today, see? Don 't postpone anything. 

!.!H . V<1HTE : Postpone it until this afternoon . 

H.t\ .JR: Let ' s settle 8o111ething here today, and I am 
not going to--Yie met on the 29th, and 31st , and I don't 
blame General Monnet for wanting--let's settle the thing. 

A!k. i\HITE: All right, the twenty percent fi~re is 
settled . Now, let' s t ry to settle the next item 1f you 
want to go down the line, and we feel those payments ought 
to be made the way it is SUfgested, and the reason is as 
follows: If it is twenty perce~t when they get t he goods 
on many of these items, they are not going to get them 
for eight months, or a year, or a year and a half, even 
though the contracts are placed within a few months,and 
the decline in their balances will be serious at the end 
of a year, and 1 think we will look a little silly. The 
administrative down payment doesn' t seem insuperable 
because you ~n give them a rebate or transfer to something 
else; that v1as our l'eason for putting the twenty percent 
down payment when the contracts were given . It was also 
a further break on the granting of contracts, because with 
these kind of credit terms I imagine the 1-rench will make 
every ef fort to place thei r contracts just as quickly as 
possible for it. 

H.M.JR: May I ask for a little background which I 
haven ' t got? I am getting this fairly cold. If we do 
nothin~ , what will happen to the French balance~ Just 
suppoSlng if r.e would go along and have no down payment. 
~hat happens to the gold balan~e between n~ and July 1st? 

}.If<. WHITE: My guess would be around two billion dollars . 

H.M. JR: By when? 

Mk. 't.BITE: By the end of the year and a half from now. 

H.W. J} : Do you people agree? 
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WR. COX: We don't agree because they atart off at 
two billioa, two, now. 

UR. CLAYTON 1 They hue two billion, two, now. 

~34 

MR. WHITE: !a the war nontinuea, but that is on the 
aaaumption that the war continues . 

MR. CLAYTON 1 They han got about three hundred to 
pay for North Afri oa and what they get on Plan A and on 
non- lend-leasable atuff. W.ll, when we head up the figure• 
ana their commitments to other countries, I don't see how 
Harry can figure they will have two billion. 

MR. WHITE: Without going into details, we are apart 
about half a billion dollars. We are deaUng with judgunta 
and certain datea and that ia under the aaaumption that the 
war ia going to laat eighteen aon tha longer, which ia a 
preposterous assumption, but that is what we have to pursue 
when we are defending this document. 

KR. COX: Ian•t it if the war doesn't laat, their 
balance will go down faster? 

MR. \\'HITE: It would be leas by the tille the war e.nds. 

KR. COX: Within the eighteen months if the war should end aay in three months? 

MR. CLAYTON: I would think so. 

MR. \\HITEs It depends on what you do witjl lend-leue uterial. 

KR. COX: !nn on any aaterlal the pipeline stuff tums 
over when we have to p~ for it. 

)(R. 11HITi: • have alreaq. The pro rata--the aonthl¥ 
rate will be greater, but whether the absolute aonthl7 rate 
will be, depends on how much stuff 7011 give on lend- lease. 

B.M.JR: lhat happens to the elghtr percent! 

• 
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11R. CLAYTOO : That h the second point. 

B.M.JR: I want to know before I make up 'f1f1 own mind. 
lffi. 'iHITE: 'Mlat we are sUggesting against what thef are suggesting--they are suggesting specific pattern of terms to follow what they say is the Russian offer, which means that they don't pay any down payments for how many years? 

11R. COX: We accerted the second amendment to that which is that the Russ an pattern be followed except to change the dol!ll iayment and the rate of payunta because of the French go d and their posi tion, and what we suggest is twenty percent down and the current payments eney year or from then on out under the Russian' s ter~ with no grace period. 

H.K.JR: The Russians had a·nine year grace period. 
MR. COX: Beginning at the end of nine years. 

H.M.JR: And you di~ide eighty percent OTer--
){R. COX: Thirty years. I think you ought to take out eighteen aonths first, but the balance of twenty-ei£ht yeara and six months oufht to be in equal pa7JIIenta. The {heory here is you want o get them w1 thin eighteen montha to aake a certain reduction in gold and dollars . I! they haTe to aake a down payaent, a delhery, or on any other baala, you shouldn 't put on top of that another part of a down payaent, but apace the baJ.ance with no grace period other than eigkteen months, when they are going to make payments anyway. 

1IR. WHITE a That' a what tbe7 are suggesting. We are suggesting that the teraination of the pa~nt of the unpaid baJ.ance shall be eitabliahed by the United Statea GoTernment after consultation with the Pro~~sional Governaent of France. These credit term. shall be equiTalent to the teraa granted to the other alliea for aW1ar arrang-nta, but thOae tel.'lll will be postponed until tbe down p&JIIInt. When tbe down 
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payments atop by Yirtue of cessation of hostilities on VE 
Day, we negotiate the terma, but the terma will be equiYalent 
to those granted other countries on similar arrangements . 

H.K.JRs I don't agree with you, Harry. 

MR. CUYT(l{: I think that ia too liberal. The French 
could start paying on the eighty percent at once without 
any nine years of grace. 

J.IR. WHITEs We wouldn't give them nine years of grace. 

lfR. CUYTOO: You say terma equal to what you han 
giYen other countries. 

MR. WHITE: If you want to make the te~ specific, 
I can, that's all right. 

1m. 0011 Eighteen 110nths of grace. 

MR. CLAYTON: He means the contract runs until the 
middle of 1946, and he means for the payments to start 
at the end of the contract, which, I think, ia right. 

-- H.lf.JRI He put it differently. 

MR. OOX1 I think the Seoret117 has what I bad in aind, 
that they begin p_,ing from the beginning, that the eighteen 
month period ~mounts, which are the twenty percent , run to 
the end of the eighteen months, that the balance is equally 
spaoed. The one objection I haYe to Harry's counter-proposal­
is first you leaYe a misunderstanding in the fUture because JOU 
are not agreed. Suppoae you coae around to the French two years 

or so from now and ,_,, •Do you want to p_, on the basis we are 
talking about, • and they aay, •No. • Well, JOU are bound to 
hne an area of dlaagree•nt. 

MR. WHIT!1 We said when aettling the teru we would 
consult th•. 

lfR. COXl 1111 should the French take that? 
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H.~.JR: May I gi•e a rule? We talked about the 
Russian Agreement. I am sure the French will know about 
the Russian Agreement, ~d as far as I am concerned, if 
they are paid twenty percent down and then alongside ship-­
what is the correct shipping term? 

lffi. OOX: On delheey? 

MR. CLAYTal: Yea , that• a what this memo-­

MR. WHITE: F.O.B? 

H.W.JR: Alongside the ship, and then the twenty per­
cent is in l ieu of the eighteen aonth's period, and then 
they begin to pay us at the end of eighteen months? 

~ COX: That's right. 

H.M.JR: I am willing to say that--

YR. WHITE: They begin to pay us at the end of 
eighteen months the balance. The eighty percent will 
be distributed OYer how a&ny year•' 

H.M.JR: Thirty years, he said. 

MR. COX: Thirty years, twenty-eight years and six 
aonths. 

MR. VtliiTE : No in te rea t 'l 

llR. OOX: The same aa the Russian • a, which is interest 
at two and three-eighths. 

~ WHITE: The Russians haYID' t accepted that. 

MR. OOX: They k.aow what the offer is. 

R.M.Jlh II that all right with you? 

Regraded Unclassified



r 

0 

0 

~38 

- 16 -

KR. CLAYTON : Yea. · 

MR. JloCLOY: That sounds all right to •• 

H.M.JR: The reason I am saying that is this: We say 
in one breath we agree· to do the same as the Russians, but 
in another breath ask them to pay twenty percent down and 
again to Plf the balance, eight7 percent, at the end of 
eighteen aonths, Wbich is a good deal safer. 

MR. CLAYTON: In that extent, in those two particulars, 
the contracting is harder on the French than on the Russians. 
Now, we have been able to justify that, and we think we justify 
it on the basis of their relative external buying power aa 
expressed in their dol~ar balances and their gold . Whether 
we can or not, I don't know, but that's the basis on which 
we hope to juati t,y it . 

MR. WRITE : How Dlch? Can you set a top to the IJlOunt 
you are going to extend under that 3-C? 

MR. COX: I think you ought to. We can raise that now, 
but I think there are other questions. One is the queatioa 

we' 11 raise. The other is your thing, and they both tie • 
together. 

YR. CLAYTON: Let's get these questions of prinoiple 
settled now, if we can. Let 1111 go over 1 t and ue if we 
have this delivery--we agree on twenty percent to delivery 
to the ship, which presumably ia the invoice date. 

KR. WlllTl!: You aean they pa7 twenty percent Wben it 1a 
del he red? 

MR. CLAYTON: To the ahip on thia aide. 

H.Y.JR: When the papers are handed to thea alongaide 
the ahip . The ahip'a block, or whatever it ia, hands the papere to tho. 

MR. CLAYTON : We Mke an invoice when the7 are del he red 
to the ehip that the reaaining eight7 percent would be paid 
etarting at the end of eighteen aontha, and extend over a 
period of twenty-eight and a half yeare. 

• 

Regraded Unclassified



·. 

0 

0 

- 17 -

H.M.JR: Not eighteen aontha in the contract, but it 
110uld be froa Jul7 1, 1946. 

KR. CUYTON: That' a right, and exte.nd for twenty-eight 
and a halt ;yeare. We have thoae things settled. 

H.Y.'JR: At two and three-e ighths percent? 

}(R. CUYTON: Yea. 

KR. fMITK: Bo~ can ;you apeclf.r the date at the end? 
Do they atop p~lng the twenty percent three months after 
they initiate the oontractf 

llR. OOX: The Secretary' a point ia good that the balance 
o! the pa,ymenta, other than the twenty percent, begin on 
July 1, 1946, and the other p~ents have to be made within 
that period. 

KR. WHITE: Doea that mean they can continue to contract 
up to July? What point doea their ability to contract cease? 

KR. CL!YT<Ih That' a the next point. That• a the next 
question . 

H.II..JR: But the point I aalce ia, for instance, H the7 
make a contract on the 1st of October, the eighteen aonths 
doean•t start from there . The payaente begin July 1, 1946. That 
rune twenty- eight and a half yeare. 

}(R. CLJ.YT<Ih Of the elght7 ~ercent. 

1m. V.'HITE: And the other twenty percent the7 pa7 do1111 
when they receive the goode? 

KR. CU.Y'IDN: Al.ongeide the ship. O.K? 

MR. EITK: Suppoaing the7 don' t receive it until after 
Jul;y 1, 1946? Do the7 etlll paf twent7 percent do111f 
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KR. Di VIDOON: They pay it at the tlae . 
KR. C~YTON: We have that settled and the next question of principU.- is the one of the ability of this govern.ment to discontinue delivery of goods, or to cancel the contract , or to review it, take another look at it. What do you have to suggest on that? 

YR. COX: What have I to auggeet'l 
H.Y.JR: EXcuse me, I waa going on the assumption you said earlier--! thought we agreed in that we are going t o haTe a look at that . 
KR. CUY'roN: We are going to try t o find out how we have looked at it. 

H.U.JR: We baTe agreed to look. 
' JiR. CU.l'l'ON: 'ie ban agreed on that u a matter of principle, but we are going to see how. There is soae dhagree•nt. 

H.~JR: One of the reasons I sort of went along on this aide of the room waa because I did feel we would baTe a chance to l ook at the contract, and it waa Tery important. We did bring that up subsequently, and so long as you accepted that, I thought we would ban to give way on the other. 

• 

KR. WHITE: Kay I state fil'at the •1¥ we wanted that'/ You can put it in legal phraseology what we haTe aaked for-­the question at the bottoa of page three, paragraph eight, which aaya, •rt ia understood that the foregoing prograa will be re-exaained per iodicallJ, but particularly i~ediately after the oeuation of organised eneiiiJ resistance in 1\lrope , ' aDd that adjuataenta in the pl'Ograa appropriate to the situation will be aade after consultation with the French authorities.• But not with agretaent, of courae. Consultation doea not aean re ... nt--that we -.ke the adjuat.enta, and that aa.e auoh aae will be poaithelJ incorporated in a Mao, or accoap&nJing ter, or ao .. thlng. 
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B.K.JR: Mr. Clayton said it will. 
MR. CLAYTON : We all agreed on the principle involved. It's a question of implementing it and agreeing on the language as to how it is stated and where. 

/ B.ll.JR: Can't JOU send JOUr General Counsel outaide to draft some language on that? 

KR. OOX: We have alread7 got the draft, and I would like to make clear two things i n terms of principle and the wa7 to execute it, and the, wa7 this thing works. In the fi rst place, if a contract is actuall7 placed and the stuff is in progress, JOU still have power to withhold it, not onl7 at the end of the European war to review· and withhold, but at aQJ time if it is in the interest of t he Un ited States, as determined by the President to do it. What I would suggest in carrying out the principles is we say an7 of the supplies in either categOrJ one or categorJ two can be with­held bJ the President if in the aid memoir he determines it to be in our interest to do eo, and would aa1 to the French that this contemplates a review for that purpose at the end of the European war or under any other changed circumstance• where we deem ~si~~ble to review it, and stuff which hal not been put in contract--

H.K.JR: Wait a minutel Wbat rou said about after the end of the European war, that seemed to be a kind of unnecessar7 catch-all. 

KR. COX: Well, I wouldn't put an7 specified nent in the major contract. I would aake that as feasible as possible from the ttandpolnt of the United States interest, which i• the President a right--hi• 10le discretion to withhold &nJ of th••• 1Up)li•• if hi a .... it advilab!e to do 10. If JOU want to be acre apecific with the French, so there will be no ala­understanding in either the. note or aid memoir in tranaldtting it, II¥ that we are going to review this thing periodicalq. In addition, we are going to review at the end of the Bmropean war thi1 thinf and &nJ other changed cil'CIUutancll, 1n addition to the period c revi ... 

• 
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KR. V.li!TE: That satisfies us. We didn't want that in the contract. We wanted that in an accompanying letter or Mao, and at a first hearing it 11 rq thought that what you are saying is precisely what they are saying. 
KR. GLASSER: They propose to put in the actual quantitiea involved in the program. They will aay i.n this document it will be a program of two billion, six, or whatever the amount ia, and after that ia in the document there ia an escape clause where the President can aay we agree to two billion, six, but we will take advantage of the escape clause and only give you half that aaount; whereas our propoaal--
WR. ~UTE: He didn't aay that. },!y understanding 1a what he said waa aa follows: In their general agreement there ia an escape clause Which is contained in ill agree­menta which gives the President the right to withhold any­thing that baa gone. That baa nothing to do with this . 
KR. GUSSER: To withhold something that baa been proal.eed them? 

WR. 1HITE: Saying that baa been contracted. 
WR. OOX: Harold ia right, and thh 1a the ioint I want to elaborate. It is more than a matter of princ ple. It •s a matter of doing it legally. You cannot have a 3-C contract unless you agree to supply certain apecified auppliea and quantities. fmean, that ia what 3-C in Lend-Lease Act aaya. Now, you can alwaya add an escape clauae to that. I Man, you have nothlng, and thla ia dane in our interest, becauae what happens under this agreement when you specify ia that the French have to take it and pay for it if we want thn to take it. W. have the option to atop any of it without coat to them if we think it ia in our intereat, but you have no 3-C contract under leglalation, unleaa at aa.e point you agree to turniah certain supplies which are named by quantity or dollar value. · 

KR. WHITE: I thought what you contract for you get a requisition. 
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WR, COX: No, Look, the Lend-Lease Act said this, Harry. 
The Aot rune until July 1, 1945. After that date no powers 
under the Aot oan be exercised by the President or anybody 
else. iven if he haa contracted for stuff, he can 't turn it 
over. And that•a what the A~t says except where there ia a 
contract with a foreign government, and it is neceaaary in 
order to execute that contract that the. powers i n 3-C be 
exercised. You can 't do that . I mean, after the tenainal 
point of the Act unless you contracted to supply many tons 
of copper, many tons of cotton, and so forth, the way you 
protect the United States National interest even though you 
have the French hooked is put in an esca~e clause to aay that 
the President at any time can withhold, 1f it is in our 
national interest to do so. 

MR. CUYT~: And in the aid me11.oir you propose to 
elaborate that to s,ay you are going to review it periodically 
and particularly at the end of the European war. It aeema 
to me that covers it. 

-
MR. WHITE: Let me see if I understand it. Under 3-C 

you get a requisition for certain items . This ia what you 
want to get. 

KR. COX: Under 3-C you have to say what ia the contract. 

KR. iHITi: The contract with .bo11.? The French Governaent? 

MR. OOX: Contract w1 th foreign goverDII.enta, What ia the 
contraotY Now, what we say the contract is, it ia an agreed 
program right in the contract saying we will j:fPlT raw 
~~.aterialsl food, machinery, up to a certain 1 t. That's 
a ter. contract subject to certain conditions. Subsequently 
the Preaident could say, •r won't supply you with an7 of this 
stuff becauae I have decided it is in the national interest 
not to do so.• You advise the French clearly not onl7 of 
the escape clause to which the7 are signatories, but in an 
acco~~piDJing 1181&0 aging, •we are going to review this 
thing periodically, • and ao forth. 
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H,M,JR: On top of all that you say after the fighting 
stops in Gennany we have a review, or for any other good 
reasons? 

~ COX: That's right, we don' t know all the good 
reasons. 

H.J.I.JR: You h.ave three reasons; the President can do 
it at national interest, or at the end of the fighting in 
Gennany, or for any other reason that comes to a head. . 

. MR. COX: That • s right, 

lLt , WHITE : The contract you have with the French Govern­
ment ia a contract which is designed merely to make it possible 
for you to exercise a much larger--

MR. McClOY: How are the French hooked' Do they have 
to take this stuff? 

MR. COX: The French and Ruuiana and everybod7 knew 
from the beginning of the Lend-Lease Act that the President, 
or whoever was administering the form, would never guarantee 
to supply anything which he thought was against our national 
interest to do. The Russians have never had any question 
about it . The French, I assume, would say, •Look, if these 
fellows have a generator half finished, unless there is so .. 
good reason, they are not going to stop production of that, 
so what are we worried about?" 

MR. llcCLOY : What are the French hooked fo r? Do ther 
have to take this stuff, unless we go through lend-lease? 
.lnd do they have an option to cancel and PI¥ us the coat . 

KR, COX: It's reciprocal, 

JlR. GLASSER: lfay I raise a 'point here? '~at )(r, Cox 
is propoeiag is that we establish an agreement with the French 
where we will supply them with a progr&lll consisting of two 
billion, six in supplies. Mow, if VI-Da, were to come, let's 
eay in a 110nth, we would have this commitment to suppl7 two 

Regraded Unclassified



0 

- 23 -

billion,six in lend- lease supplies to the French under the 
Lend-Lease Agreement we have . Now, our proposal is that 
instead of placing a figure two billion,six in the Aereement, 
that we do not place such a figure in . The only thint; we 
put in is anythinc; that is conhacted for the French to take , 
so that if there is a loccm>tive and that is half finished , then 
in accordance with our interpretation it \.Ould have to go to 
the French . 

H.l.I . J R: They would have to take it \',hether they 11anted 
it or not . 

l!R. 'itiiTE : They don ' t have to if they want to pay for 
the loss . 

H.U. JH: That's all you have between you and Cox. You 
don't want to mention an overall figure . 

Llli . \,liiTE : It's a ve ry important figure. 

Mit. DAVIDSON : Mr. Secretary, I would like to point out 
in the Hus sian Agreement--

H.M. JR: I a&ain can' t understand why you fellows haven ' t 
had that thinP out . 

w • 

MR. COX : I think the basic difference is that our under­
standinc of the Lend-Lease Act is you have no effective legal 
power. This is a question of law, and we have lived tnrough 
this t hint: . 

H.U. JK: Just answer harold Glasser. Why do you want 
to mention two, six and he doesn ' t? 

~ffi . OOX: That• s v.hat makes a 3- C contract . On the legal 
contract if you don ' t do it , you can ' t place any of these 
thinus under 3- C if the contract isn ' t placed . 

llh. ANGEL : There is a difference , 

H.M. Jk: You are an attomey, do you agree Ylith him or 
not? 
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11R. AA}()NS: That v1asn ' t intended to be a 3-C contract. 

H.ll . Jk: Is it , or isn ' t it? 

HH . COX : That's the is sue . 

H.M.JR : Is it, or isn ' t it? 

12l.. AARONS: I v;ould say it is not . 

~.!IL l!cCLOY: \•e haven' t the rigb t to ao any thin& but 
a 3-C contract here , have we? 

illt. \'1HITE: On the catego~:y two goods? 

l!R. GLASSER: There is nothing in the 3-C Act which 
says--

H.M.JR: Just let the lawyers talk about this. 

MR. AARONS: Our whole purpose was not to bind ourselves 
for eighteen months after the war on long- term c1•edit arrange­
ments r1ith the French , and that is what the purpose of the 
S-C Contract is under the Len~Lease Act . -

H .~. JR: Are you through? 

tm. OOX: That's the central issue . \,e left here saying 
we would have a 3-C Agreement with them like the Russians . 
What he is saying is that the Treasury document clearly is 
a legal matter and contemplates not havine a 3-C Aereement . 
That' s the major issue . 

ll .M. JR: I am not an attorney , I don ' t know. 

J.l)( . v.HITE: I am not sure . 

H.M. JR: Do you know? I don ' t know. 

MR. IHITE: ~hat Oscar is sa~ing--I am repeatiny. this to 
make sure I understand it . You are saying you cannot contract 
for locomotives for France unless you have a contract with the 
French Government under 3-C. 

Regraded Unclassified



• 

() 

:: 7 

- ~5 -

VR . UOX: It ' s more than that . 

1U~. \tHITE: Can you contract for automobiles? 

J.m. COX: Sur'e , but you can ' t dr ive them. Suppose the 
lend-lease contract is not extended ; it takes eir ht months 
to build a locomotive . If you place the contnct tomorrow 
and the locomotive i~ finished on ,Tuly 2, 1~46, you oouldn ' t 
deliver it . 

l~. GLASSElt: You have an avreement . 

''H: AAROliS: \lith I'espect t o items that are in process , 
our agreement covers those . 

1.'.1{. COX: Let ' s hke the locomotive case ar ain . The 
French worked with the enci neers of baldwin , American and 
Lehman fo r over fou r months to ~et t he specifications , and 
so fo rth. Under your pr•o posal 1f they oidn' t get under the 
wire in terms of actually siening t he contract , you have no 
3-G Agreement . 

?.IR. \ iR IT.h. : That ' s r ight . That ' s t he rna,; or difference . 
~hat our men want to do is to limit our commitments to those 
lonG- term i tems in ~hich a contract has been sicned by the 
end of 1946 and that is the extent . 

UR. OOX: Harry, you are tying your ovm hands . If the 
Pr•esident has t he power--

..!R. V•HI'~"E : lie think 1.e are tying yours , not ours . 

MR. COX: You are tying the President ' s hands because 
under the contract we make he has got the legal power to go 
ahead, if he wants to , and not to go ahead ir he doesn ' t 
want to . 

. 
MR. WHITE : There is this difference, too, We have fe lt 

t hat a program of this character which extends up to that 
amount drawn at this stage of' the game is a moral commitment 
to t he French &overnment . They will get it and there baa to be 
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a ver,y outstanding drastic reason to curtail that, •hereas 
~at •e prefer i s that there has to be a good reason to 
continue--

liR. lofcCLOYl You mean leverage behind the delivery • 

.ILR. COX: You can alnya do that, Harry. I mean, if 
you have the agreement and a national interest point, and 
the aid memoir, and the contract hasn't actually been placed, 
and you have some reason you don't •ant to deliver, •e neve~ 
send the requisition. The Procuring Agency never gets it. 

MR. DAVIDSON: Mr. Secretary, I •ould like to point out 
again that it is my understanding that at the meeting here 
the last time you wanted something that was going to be like 
the Russian Agreement. The underatand.ing •as it would be 
along the linea of the Russian Agreement and that specified 
quantities in the same way--

H.M.JR: Wait a alnutet ixcuse me. Let me interpret 
what I had in mind. We were talking here; I never atudied 
it or read it. Don't pin me down too ~chon that. When I 
aaid to have it like the &lsaian Agreement I aeant, without 
ever having seen the thing, that we have something to say 
to the French that we are treating t.hem approxiately the 
aame as the Russians, and get awar ! r oa this queation o! 
whether we should or should not g ve them ci'rilian suppliea 
tor money or not •. 

liR. COX: That's the way I understood it. 

H.M.JR: When you try to pin ae down about what is in 
the Russian contract beyond saying how we treat thea in the 
overall, I aean, as a District Attorney--! aniWer you by 
saying, "I can't remember, but--• (Laughter) I have been 
on the •ltneaa stand bet ore. 

MR. COX: On that intent the Ruaaian thinking in tel'IU 
o! what the French will aay--you hue two po!.Dte that are 
different and one of which is a tough one, and they know what 
the Ruuian jgre ... nt la. On thla apecitlc point we are 
talking about, the whole objec:tkll.iDa large part h whether 
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you have agreed on a program which is 3-C or whether you push it to some other date which is when stuff is contracted for or requisitioned. I don't see how you can explain to the French 'or oursel ves, aiide froa the French, why. you d~liait your­self in that you take away your own power to do something, even though you have the retained power not to do it . 
H.li. JR: Do you mind if I aak llr. llcCloy which way you feel? 

MR. llcCLOY: I would like to ~sk one more question. Do you mean to aay we wouldn't have the i~er--the President wouldn't have the power to take anot~er ook at this thing if you followed what Harry White wants to do? 
MR. COX: That's right, because he doesn't even supply the stuff if the contract wasa•t placed by July 1, 1946. 
~ WHITI1 In order t o increase it he could order to decrease it . That's the fundaaantal difference. We said we would like to see a top to this thing. We don't like to be a party to an understanding possibly a week or a .onth or two aonths before the cessation of the European hoatilitiea to draft a docuaent which is in effeot a commitment for a thirty-year lend-lease arrangement of something like over the two and one-half billion or four billion altogether; that in retroapeot it would look awfully curious, and then protect ourselvea by 141ing, •It's true, you signed that agreement-­you had this program, but the Preaident can, for due cauae in hia Judgment, out it ott." ile aa{ it 1a true, he haa that power. It•a true, he can cut t ott. But the .ot1vating oauae, the juatification for his cutting it off, ia much acre difficult in the caae of France, and it would be acre difficult thu would be the cut of an extension. It's true that it dou liait the President's power to lend-leaae. He haa power to go the auiawa of the prograa which 1a indicated, and we dOD't · kDow •ether that ia the uxi--. It baa a way of dnwluc. 

MR. COX1 In the firat place, it is Ol"Jatal clear that there i1 no legal camait.ent on the part of the Preaidant to go up to a atatea progr .. liait. I ilon' t 1h1nlt there 1a any diapute. fwo, aa far aa .oral oolllit.ent ia oonoel"Ded, 
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that •s a question of v.orde and present&tion . Noh, you can 
either put it in the agreement or send a note to the French 
at the time you send the agreement to say that any stuff 1\hich 
is not contracted for at the time is subject to review at the 
end of the European war or any other t ime you want it . NoVI, 
how can they mi~understand that? 

1!R. CLAYTON : I t hought that even stuff that had been 
contract ed for r.e could review that also . I would think 
you would ~ant to have that right , because if the war should 
l ast until the end of the year you 1\ould have i t all con­
tracted for . 

MK. ! . .'1TCHELL: You will have to review and revoke . 
You do start off with an agreement on the part of the President 
to deliver, so you have to do a positive act of revocation . 

1!R. COX : The act of revocation comes after the review 
and refusal to move the requisition forward . 

MR. I.HTCHELL: RevieYt as an individual agreement . That 's 
what we are going to do . 

1ffi. OOX: 'I'he legal document provides for reviev1 . He 
couldn' t withhold t.i thout review. 

•.rn. '!iHITE : In order to avoid any misunders tandings or 
hard feelings between the French Government and ourselves 
there should be an aid memoir to make it very clear, that 
~ou are going to revieT. these matters you have spoken about • 
.L t'hink that would be quite satisfactory. 

Mk. CLAYTON : That ' s what we are going t o talk about . 

MH. McCLOY : It seems to me if you make it clear enough, you 
carve into t his psychological factor you are talking about, and 
generally speaking, I lean a little on the side of liberalit7. 

Mk. ~HITE : It is pretty libe ral. 
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KR. YcCLOY: It seama to me if you have the President's right to withhold anr of that--
YR. CUYroN: In it, plus the added emphasis of an aid memoir. Say we really mean this thing, and you better look out for it, then we would have a pretty free hand in this thing. 

H.W.JR: I have just one question. Have you been maintaining here that what these men suggested, that if you had done it the way they suggested that that would not come within the concept of the Lend-Lease tot? 
WR. COX: It wouldn't in any effective sense, because as a practical matter, you would while away moat of your powers under 3-C if you put in on the date the contract was placed. 

H~M. JR : Would you just clarifY briefly how you propose to handle this? 
, 

MR. CDX: Yes. That we say in the agreement or 1111mo of understanding that under category one we agree to furnieh certain supplies up to a certain stated amount, on certain specified terma; and catego~two, the same, that~y of the supplies to be furnished under this agreement can be withheld by the President at •DT time, if he deema it in his fUdgaent to be beat for the United States or in the national interest; and in the aid memoir IIJ to them, •Look, we mean thh escape olault. We mean specifically that we . oan review this thing periodioallJ, or at the eod of the &lropean war, or at anr time, and withhold anr supplies which are in the woxte, without coat to rou, or anr supplies that have not ret been put in the works, so you .ar never get lh ... • 
Mli. JloQ.Olt Under one a.nd two oategoriea--
KR. IHITI: We not onlJ can, but we propose to review it . 
KR. MoCLOlt I think we are in favor of it . 
H.K.JRa It'e all right with ... 
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Hk. CLAY"''N : I think we have it all settled. 
just a question of drav.inr up the oapers . I aon ' t 
ther·e are any controversial questions between ns . 
know of any? · 

II , J.I , Jrl: I am suc•e they can think up some . 

It t s 
think 
Do you 

'~-t. COX : The only other--can we just take CJle mo1·e 
minute of your time , Ur . Secretary . 

H.!. . JR: I ' m in no hurry . 

~'R . ~cCLOY : lie has invited us all to supper t onieht . 

MR. ODX: The only other point I see--

H. '.!. JR: \~ait until Jo!r . Clayton --

We were just wuiting. 

1~t. CLAYTON : It ' s just a question of when the deferred 
payments of eighty percent start . 

H.M.JR: You said July 1, 1~46. 

Uk. CLAYTON : It ' s quite possible and quite prorable 
that some of these goods will not be delivered until after 
that time, so that I would think that as a practical matte~ 
that the deferred payments-- the fi rst one should start say 
six months after the delivery of t he coods or one year after . 
I don ' t know just bow the best way is to make it Oscar, but 
we shouldn ' t put out a certain date , July 1, 1946, because 
some of the goods will not be delivered until after thut date . 

l:I .H. Jlt: I thought why you made the ori ginal suc~:e stion 
was we would average it , you see . I thought that was what 
you had in mi nd . 

'ffi. CLAYTON : I think they oueht to commence within a 
certain time after the delivery of the goods . 
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· MR. COX: The only difficulty administratively will be the goods will be delivered at different times, each goods , and I would suggest we start with the July 1, 1946 date, and that is a question of negotiation. That certainly isn't a major point . If they want to make it on an average date of deliveries, or want to begin it after, say, the l ast deliveries in certain categories , that would be all right. But I think administratively if you draw one date line, it is easier for the fellow• who have to collect. 

MR. CLATION: I don' t think there is any difficulty on that, 

H.M.JR: Go back to the or iginal suggestion. 
KR. CUYTON : On any goods delivered after that date we can work out something. 

H.M.JR: Twenty-eight and a half years starting Jul7 1, 1946. 

YR. WHITE: Mr. Secretary, would it be appropriate to a1k you if we could have a recess for ten mlnutea so we can rehash this so we can make sure whatever we are agreeing on we understand perfectly, because we have made some change• during the l ast fifteen and twenty alnutes of this discussion. I would like to aake sure we understand thea. 
H.1L. JR: I under1tand the.m. 

1LR. WHITE: we u.y want to object if we are sure we don't under1tand thaa--rai1e an obj ection with you. We would like to go into a huddle for ten ainu tea to make sure we are not giving in too much. 

H.1L. JR: I don't see what for. 01car has been over the thing three tiae1. I have it in rq head. 

KR. 'IHITE: Well, then, all right. It we can• t get that, let ae ask--

H.1L.JR: I can't go over all that again. 
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llR. WHITE: Just a aount then. Maybe we can have a few minutes. Buzz, wh~t do you see in thia you don't like? Speak now or be foreTer silent. 

H.M.JR: Wait for twenty-eight years. lLaughter) 
KR. COX: Touche. 

R.M.JR: Wait a minute on thet. We got this rug when we first came down here. A man came down from Sloans and we bought this rug and the rug in the other room, and we had a long negotiation and when he got through he said, •You know, Yr. Secretar.y, it's a great pleasure. Every twenty­eight years I come down here and sell the Secretar.y of the Treasury a new rug. • lLaughter) 

~ AARONS: Well, Oscar's program, as he dictated it, sounds in substance the same as what we wanted, and llhat bothers me is i f he thinks our program can't be justified under the Lend-Lease Act, how his can. 

KR. WHITE: I wouldn't 'll'orry about that. 

KR. AABCNS: In substance it sounds the same . 
~ WHITE: In substance it ia about the saae. 
KR. AADS1 The very fact he brings his under the Lend­Lease Aot and 1~s ours isn't, makes me wonder whether it oan be exactl7 the sam.. 

KR. COX: VIe don't know mob about the laws of the Lend-Lease Act, but we have--I'll take that reaponaibilit7. 
llR. CLAYT~: It' a quite clear to me. I am not the law.yer, but I oan ••• the diatinotion. 

H.K.JB: I ••• the diatinotion. 
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MR. llcCLOY: I think he comes pretty close to making 
it so illusory--it's all right so far as our commitments 
are concerned. 

KR. OOX: Not only that. We went throulth thie whole 
thing this .orning with the Rouse Foreign !!laira Committee, 
and they not only thought our thing wasn't illusor.y, but the 
were arguing that the master agreement which doesn't provide 
anything, they said they thought that was a 3-C contract. 

~ WHITE: !a long as you are not going to a week from 
now say thia memoir.ia illegal and we are going to kick it 
out. 

KR. OOX: Harry, you never heard 1111 say that. 

KR. GLASSER: The thing that disturbs 111e 1e we are 
making . a contract wi. th a country and giving them a memo ire­
and saying we really didn't mean it. 

H.~.JR: That's done by the State Department every day. 
Don't worry about that. lLaughter) 

KR. CLAYTON : You are right, too. 

R.M.JR: If that'a JOUr onl7 worry--

KR. GLASSER: The French people will see the contract 
and we will have in our filea--

)(R. WHITE: The;y will aee the ai&1111aoirc It foes to 
the French people ana will be published along with he 
contract. 

MR. CLAYmt : I th1Dk it ahould be. 

E. OOX: Sllre. 

R.M.JR: DOD't WOri'J about it. 
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LIH. I".!'. ITE: 'What's the next step? 

H.M.JR: The next s tep is that tomorrow you will have it 
all ready for General .t.ionnet , 

MH. VIHITE : Could we see or look at it before 10u g ive 
it t o Monnet? 

lAR. IDX : \,e just gave you one . 

~~. \1:!ITE : Is t his it? Is the a ide. memoirathere , too? 

li.R. COX : \,e will draft that . lt lvill only take three 
minutes. 

H.l!.JR: Tomorrow Mr . Clayton will present it to General 
Monnet . 

Mit. CLAYTON : If I ge t back f r om the Hill in time . 

MR. MITCHELL; Have you a master agreement drawn and 
a 3- C contract? Can we get a look at what you are going to 
g i ve to them? 

~nt. COX : I j ust gave it to you . 

li . l! . JR: Are you agreeable, J.Ir . Clayton, that someLody f r om 
the Treasury be present ? 

1.1R. CLAYTON : Certainly . 

H. M.JR: ~ill t hat be all right? 

MR. Villl'T'E: And could we have a copy of the papers ? 
We don't have any. 

~. COX: Yes , sure . 

H. L! . JR: Just one split second. Where do l'le stand? 
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The other thing •hich bethera me is that question of getting up a bill to present to the French. 
YR. WHITE : The General called me up yesterday. I haven' t had a chance to tell you, maybe he can tell you no•. 

H.K. JR: Tell me about the question of the French paying for •hat theJ receive. 

GEN. HIUDRING: We have had coneiderable dlffioultJ, ~. Seoretar,y, in fetting British agreement, getting the British to agree • th ue on the. procedure for bUllilg the French for this civilian stuff we have put in there . They have long ago afreed that they would be billed . I think in the difficul 1 of the negotiations •ith them they have been trying to persuade us that it couldn't be done, but I am pleased to report that they have a~reed ae to the bil ling of the French within the week, the Br1tish. The instruction• have no• gone to Eisenhower . We are sending to Staff Headquarters Df financial advisor,. a technician from the ~ Services For ces. He ie going back •ith Bernie, and they are going to •ork with great vigor no• to execute the prepara­tion of a bill to the French on the civilian supplies that have 'been delivered by the United States and the United Kingdom to the French Provisional Government. !a soon as •e present a bill for the Uni t ed States Plan i auppliee that have been turned over to the French, we will turn a copy of it over to the United States Treasury to effect the collection. That' • the way the War Departl1811t wanh to do it, and I underatand that is agr eeable to the Treaeur,r, to make the collection for us . 

lm. lliiTE: • eaid only it you have any trouble about it. . 

GEN. BIUDRINGt lie daa ' t want to make the collection. The War Department doe an 1 t want to do it, Mr. S.cretar,r. that we want to do 11 preunt a bill to the French GovernMnt tor the auppliea we have delivered to thea, and let the Treaaury collect the bill froa the French. 
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H.M.JR: I haven't had a chance, but I don't know how 
faailiar you people are with what we hue done with the 
War Depart11ent with China, but that baa been worked out very 
aucceutully. I think we sued you a lot of 110ney, and I 
really think it ia our job • . 

1LR. McCLOY: I do too, 

GEN. HIUDRING: I do too, and the Budget Officer in 
the War Depart11ent and financial people--

H.Y.JR: Working with General Richards, General Carter, 
General Somernll, General Clay, .and the Treasury. 

MR. McCLOY: That' a the way it should be , 

H.U. JR: i pound of tea ia all I got out of it. 
don ' t know what l will get out of the French. 

I 

GEN. HILLDRING: That's the way the War Department 
would like to do it, if it ia agreeable to you. _ 

H.M.JR: It•a part of our job. It•a a very diaagreeable 
thing. It took ua four aonths. Did they tell you about it? 

WR, We a. OY: !bout the Chineae? Yea . 

H.M.JR: ie did that very aucceaafull7, I 111 willing 
to do it. 

WR. 'i'HITE: It the Treasury 1a going to he!p collect 
the bill, could we have a look at the bill before it ia 
aubaitted, it we are going to defend the collection? 

GEN. HILLDRIMG: lea , Doctor, 111.ybe it would be a good 
idea for the Trueury to send a0118bodywith Bemie and 
Hilliard when they go, 

MR. WHITI : The bill ian•t being co~~piled at this angle , 

Gl!ll . HDJ.DlUNG: It hu to be co~~piled at Staff Headquarter. 
in Paria. 
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KR. WKITE: What goee into the making of the bill ie 
what I would like to know. 

H.W.JR: On the other aide with Kung we were able to eay, 
General, ... are terribly sorr,r; it is Araf Orders.• 

GEN. HILLDRING: These dumb soldiers~ Yee. lLaughter) 

H.M. JR: We just shrug our shoulders and say, "That' s 
the A~. I am juat an agent for Yr. Stimson. " Think that 
over, Harry. 

I 

MR. WHITE: I just don't know whether we will be able 
to JUke it. 

H.Y. JR: ire you happy now? 

J.m. DAVIDSON: Yea. 

R.M.JR: You had your own way, you ought to be . 

That' a finished. 
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February 6, 1911-5 :: "0 
3:11-3 p.m. 

Mr. James, Henry Morgentbau talking. 

Yes, eir. 

Mr. James, i n this February Reader's Digest-­
hello? 

Yea, sir. 

On page glj. is an artiole describing how they 
teed fish down somewhere in one ot the southern 
statee. 

Fertilize -- f ertilize farm ponds. 

Tha t 1 e right. 

Yes. 

Now, they say everything but what -- how they 
fe rtilize it. See? They don't say how they 
do it. Bello? 

Yes. We •.•. 

I wondered it you could give me a little 
have you got a pamphl et, or little note, saying 
how that' e done. 

Yea, we have several things on that, Mr. Morgen­
thau. 

Because it aeema to me that I can try something 
l ike that out up in my little lake. 

You ' re thinking or your trout lake or your baas 
laltet 

Well , we only have one lake. We've been putting 
five hundred Rainbowe in there the last two years. 

Uh huh. 

Ther e are some small mouth baea in there though. 

How did the Rainbows - - the l a st shipment ot 
Rainbows dot 

, 
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As tar as I know, all right. 

Ub huh. Well, it would be or some help pr obably 
tor the trout, but that method or rertili~ation 
ie primarily tor baee and sun fish and so f orth, 
but I believe it woul d be worth trying it you 
want to do it. 

~hat do they use i n the way or fertilizer? 

The ordinary commercial tertili~er 6-g-4 or 
any other warti me f ormulas. 

Really? 

And aleo oottoneeed meal. 

Is that right? 

Uh hub. 

But it's more tor small mouthed? 

It's more tor the eo-called warm water fish, 
whlob would be the small mouthed and large mouthed 
baas, and the blue gilled suntieb. What really 
happens is this: it creates mioroaoopio vegetation, 
wbiob in turn teeds the smaller crustacea and insect 
l ite, and so forth, and or course, that is or some 
benefit to the -- to the trout, but it ie more the 
regular diet of the warm water or the pond f ish than 
other t1eh. 

I thought I 1 d try Rainbow one more Spring • .. • 

Uh huh. 

••• • it-- that ie it I could get them from you. 

Surely. 

And then if they don 't befin to ehov up in the 
lake, why, then I think I 11 have to consult vi th 
you. 

Well, and in the meantime, would you like to get 
some or our leaflets on th1e fertili~tion? 
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I Wiah you would. 

All right, I'll be ver y glad t o get them over to 
you. 

Thank you ver y muoh. 

Yea, air. 

: 2 
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rebruary 6, 1945 
4:02 p. a . 

An adairer of yours in Philadelphia, who publishes 
The Record stated that he'd like very muoh to give 
a little dinner f or you on Sunday night, and with 
a total or some twenty to twenty-tour of the leading 
bankers of the central section , including Al Williams 
of the Fed. And he thinks that he would put together 
a dinner that you would enjoy, so Ted thought I should 
try 1t out on you and aee bow you feel a bout it. 

Well , he's been awfully good -- Dave Ster n has. 

Oh, yea, he's a fine gentleman. 

Yeah, I think we 111 do 1 t. 

All right. Now, would you indicate just what time 
of the evening would be preferable' 

Let me aee -- we go on this broadcast-- that's 
Sunday' 

Yeah. 

We are supposed to go on at ten-thi rty. Why not 
say seven-thirty' 

Seven- thirty' 

Yea. 

All right. And I'll have George Little talk to 
him again and aet it up. I think 1t'a a very n1oe 
thing to do. 

I do too. 

Righto. 
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WAaHtNOTON 

..,.!!!!!! to m S!CJ!ITARI• 

I haft pe owr the attached ~t or~ radio talk 
which •-• all r!cbt to M except the eecolld panpph. 
!h~ 1a al•7• a questiem or wbeD to becill the w.r coete. 
Oar WatiONl Detwee progru started on Jul7 1, 1940 aDd it 
-• to M that date llic:ht well be the begiDnin& ot war 
coete, Lead·leaee et&rted earl:y in the calendar )"Bar 1941, 
wbich b cert&hll7 a w.r coet. However, I th1lllt the tint 
8ellteDee or that pangrapb aicbt be •• clearer that JOV. 
- the w.r coet eilloe Pearl Harbor, 

.le to the coete or 1forld War I, we are etill ~ 
thoee ill the tona or fttare.De belletite and illtereet em the 
pab] 1o debt. !he last f1cure em the coat or World War I 
that we haft CCfiiPUted ebowed acre ~ $41 billicm, wbioh 
•• ill 1934 aDd ~~XCluded the tore~bligationa. It -• 
- that we could illclude those oblij;.tione; which would 
br1Jig the total coat ot 1forld War I to that date up to jut 
abclat t5<> billicm. I beli..,.., theretore, it ill filportant 
to put a date ill tor World War I coat. I eurceet that the 

Clld parecrapb be the t ollV+rillc lillee a 

•111 terae ot .aae)" we haft epent en thia 
war eillce Pearl Harbor the total - or t238 

{ bUUem. !hie 1a about eeftD tiaee the total 
\ coat or World War I throuCh l1111e 30, 1919. • .. 
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tu war in !Ul'ope 1a approaching ita ollau. Jo war in 

hiator,y baa •••r been waged with auoh tur,y or on eo Yaat a 

aoale. You oen gauge the intenait7 end the vaetneea of tbia 

war troa a taot reyealed br General Karahall last aonth. 

In two aontba• tiM alone, General Karahall reported, we aent 

aore auppllee to the European !heater of Operation• than were 

aent during all of World War One. J .And thla lean a out of 

~-~~o~all that we aent during the laDe period to the Paoifio 

. v~ ~and, through Lend-Leaae, to 0\U' .llliu. 

In teras of aone7, the war, ao tar, baa ooat ua two hundred 

~~~Lae bi llion dollara. ia aore seYen tta.a the 

0 total oost of World War One ~ :1' 1 

0 

TodiJ we are piJing tor about forty-aix per cent of the 

current ooet of the war through taxea. !heee taxea are being 

paid br Ylrtual!T all of ~e Aaerloen people. the nuaber of 

indiYidual lnoo .. taxp17era baa 1nol'laaed troa tour alllion 

before the beginning of the defense prograa to fifty alllion 

at the present tiM. !eYer before baa a deaoorao7 taxed lteelt 

on auoh a broad baee. 

the people are aleo sharing on a Yaat eoale 1n lending 

aone7 to the Gonl"DJMnt. Before the war, thel'l wae oniT a 

handful o~ Gonl'DMnt bondholder•. But alnoe the war began, 

eigbtr-flye allllon peraona h••• bought Qoyern.ent Bonda. 

. .. 
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AU it 1a alao 110rth noting, I think, that ot the t otal Talue 

ot Seriea E Bonde bought during the war, nearly halt - - 46 

per cent to be exact -- came !rca workera through payroll 

deductione, including their extra purchaaea ot B Bonda t or caah 

during drbu. 

All ot the aecuritiea iaaued to finance this war haTe 

been aubject t o the Federal incoae tax. fbla contraata with 

the laat war ln which all ot the aecurltlea were either whollf 

or partial l7 exeapt from Federal income tax. This la an 

iaportant step toward more demooratlc war f inance, since the 

priTilege ot tax exemption - - whi ch all receive at the a ... 

price -- is worth nothing at all to the poorest subacribera 

but is worth a great deal to those in the high inca.. bracketa. 

The average lntereat coat on tha securitiea iaaued 

during th1a war 1a leu than halt that ot the lut war. Allowing 

tor the t act that the lntereat on the securitiea iaaue4 in 

thla war la taxable, the· net coat per dollar borrowed ia oni, 

about one-third that ot the laat war • 

..-rioa'a produotive e~uipaent and ettioient labor toroe 

are ita ti'UIIp oarda in thh war. When 70u uae rour aone7 to 

p&J taxea or to baJ War Bonda, 70u giTe up, or poatpone, 70ur 

olda to the •terlala out of wh1oh weapou are aade. Thh 

• 
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.. ana that a portion of this equi~nt and of this labor, which 

aigbt otherwise have been devoted to aaking 7our luxuriea and 

JOUr coD!orta, ia instead devoted to turning out more and better 

war weapons. 

( 

It 1a these better weapons which han made our caaual~iea 

ao .uch lower than thoae of our enealea. To a significant 

degree, we han been able to exchange equipaent for caaualtiea -­

that ia, aoner !or livea. Thia haa been aade poaaible b.r 

rour collective resolve, expreaaed through Congreaa, to plf 

taxea; and b7 your individual resolve to bUT War Bonde. 

You aen and woaen who are .. abera of the American 

Federation of Labor have a dual responsibility -- first, the 

actual production o! the war weapons that have shielded and 
. 

saved th~livea o! our fighting forces; and, second, the 

conti.nued b~ing o! bonds ao that the Aaerican productive 

machine will be devoted to winning the war ae speedily as 

poeaible and with the leaat poaaible coat in live1. 
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General Varehal.l - according to 

hie office - reterntd to the aupp~ 

•tter in tbie respect when be 

addreeaed an ott- the-record Con­

greaeional Heting. The o~ public 

record ie the attached Drew Peereon 

column. The General did not use a 

prepared s tatement . 

. • 
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Wa,wi~n Merry-Go-R o ii rid: ~" 
Dr- p-"----------------' 

.wJ51: or nJE 100 cos. 
C~)IEN wM crowded. lrlto 
the Coolldcl"" Auditorium of tba 
Llbrtry ot ConiJ'fP for w"lat 
wu auppoMd to bt ~seeret 

otr·th ... reeord taUt on tho war 
WOnt away w1ib a feeUnc that 
they had Wilted their Umo. The 
word• of Adm1tal Ernest Kin.c. 
t'hleJ Of l'laY'I) Opt'TIIJI"nt. aDd 
~ Chltf of S t.lll' Gf:a. Gecra:e 
ManJ\1.11 m(Jht b.t.,. :run of fD. 
lt:rnl 10 I DOMOftlteJaiOft&l 
pthtrh& but to a COa.cr-tw 
wbkb alreacl1 follows t.be war 
cueh:ll7, Jl,..J!M d'"npp1ntlgr 
Con.~mtn corw:Jiildtd l.Ut 

tiM huth· hUJb meeUu1· wu ae­
tualty arnnced to boolt eon.. 
lftA1onal for wort-or• n,h, 1•••·~~~~~• .. 

Aa 
tlona 

( 

Klq lbn tpOb fr-om a ~ 
pu..S acrlpt. doclarlJI& U..t lbt 
Un:IUd Stat .. b tiN!~ the ~nat 
naval power of lhe world.. 1A 
our ti'IQJPM4:nta with tbe J1p-. 
aneae, ho o ld, w have autre-red 
more llamaae than Ja aenerally 
known, but for1unateJy the Japs 
have not known about our dam­
a*M. lr time to «pt•.alhe on ~ur 
temporary Wtallnt.,. . 

"'You will tuUM me lt 1 4o 
Dot 10 lato rDO« detail.'" u ld 
tbe ldm.lnL 

Kill« - lhot ,_,., 
nnal bbt0f7 bu Jv.t.l!W4 ou.r 
bUilt prod~ of loa,-ran,e 
aubm.~rlMt and alto tbe HW"nl 
ftoa lJ111 repaJ.r doeb now &too t 
tttbtd to the lett. M&n7 mlDor 
repair: on navtl veuela htn 
rtct~atly bHn t eeomptlthed at 
na wllh thue ft oAUn& doeb. 

· K ine N.ld. which formerlr would 
have rtqulrtd ltn«tb.Y and ex­
pena.IYt triJ)I to ll.nd buel. 

'Ibt only. rul ntW1 K.lD.J (.ave 
Ule Conlt'tui.'Dt4 wu lD a movie 
of new naval ;una and rerta1.n 

p~-d-
Bolh Manhall &lid l<lq ...,. 

pb.alud t.b.&t t.be maJM" Jap 
atn :11\h-botb oa land. aDtt au­
Is .UII to bt met. 

lfarshaU Hupoom 
He•dltne. 

Glli'IBIIAL MAIIIJIJALL lhen 
held the floor for nt.,l7 an boar 
aM • halt. He ••de a aOOd lm· 
preuloa aftd broulhl clluck._ 
• Ub bit dt7 wit 11 be eutllatcd 
.,.,,."r MM.Uae writers for 
• , ............ bu. •• """'""''' 
J!idve.. 'n4:n ... uu . .... or 
...,. .. M feq·llt Ia btu.c Jttai­
,.,.,_ M..,....h ............. aW 
fit .......... ~ 101 .to T o *-........ tiM: 

~~~~~ ~ 
11oJDt4 eur drl•t aero. 
ltd auatme.r , Mar~halt .. td, al· 
tboor111 he natde It tWa U •• 
... AniiJ'• lub11111 14 ....... 
e ... ,._ toet ud •DIU-. ................ --.. .... .. d ....... ... 

,.... • ... .. Clan Lace. ..__...,,_ 
---la llalrlo ------............. , ....... , ....,lo.._",_ __ .. ..,....,. ........ ,..... ........ 

atarMaU ....... """"-.... 
eeiYM roN ••tHtl tt- the 
-· ,.., ... ,_ c...,.... ............... _"'_ 
.. u.. lo'- "'" _..., -- ........ ~.-­' ~~~ -ana. ... , ... 

0 
.................... .......,.. .................... , .... 
I
_., ... _..., Ia "--..., ___ _ 
--- Ia '---.. --

Jllew Y...tl .,.. u.. c;e,.... 
·~- ......... 

Monoholl on Ruuio 
AS POR THE RUSSIAN 

DRIVE In the e .. t. Mtrahllltald 
he cannot yet evtlutte the 
pro,·reu, bu\ that the am.U 
num~r of Oermtn prltonen re-- 1 
ported lhut fllrl' mall:u It appear 
thtt part of tbe Ocrman nmy 
wu lntentlontUy wllbdrawtna 
befON tbe Rualant ln Pol&Dod. 
He N.Jd be Nod not known In td­
veee wbtn U.. Ru.ISI.an otre:a­
.,._ ... to Lali t pbct>. prfti.M:l7 
when or Ia bow ere-at a forM. LD 
fact. he •ld, tiM Ruat101 have 
not noctlltd lbt 8r1tlt.b or Ameri­
cana Jn t dvance of e:uet detalb 
on any of thelt ottenalves. And. 
he added, "the RuoS•n• a,.. 
rla'bt. We ue not aecuritY­
mlndtd." 

AhrthtU did 'not aay whether 
! the RuJIJI.n• had been notified of 
, our D-Day planL 

Capiul Chelf 
WHEN IESSE JONES ap. 

peared Wed:nad*7 beJore lbe 
S.n.te ComD'Ifl'ft Committee, 
O.• trman JOII.ab 8&lk7 am1led. 
benllft.l7 on all demoftltnU.ont 
tor Jonu but crae:hd bb pvel 
ttemly when there: wu appltUM 
tor WtiJtte • , • Stn1tor Glen 
Ta.JIOr ot Idaho 11 featured In 
recent newtrt~el shot• aln(I:Jng 
"Olve Me • llome 'Neath the , 
Ctpltal Dome." . , , The United 
Rubbe r Worker• (CIOl will come 
to W~thlrtr.on neJCt month to 
t&ke • crttlt tl the llltle-lteel 
f ormult • • • Ml)'or La Gu.ard.it • 
wbo ftln tbe P'OWI.na suppOrt 
f« New York OPA Adm.lnis­
tntor Dan WooUeJ~• eampalp to 
b. m..,or of New York, b.u uted 
Mllonal OPA IM.ad Chetttr 
Bowles to ISn WoolttJ and Mu 
Mtucher, hla publld~ m'-D. 
WooUey. bltttr t ntm)' of Reput.: 
lka11 Ll OuarcUa. h11 lined. up 
both ClO and Democratic Pu t)' 
IIUPPOft , • • Uou.a Majortr.y 

~ ~ 

Ludtr Joha MC'Cormld pot 
!Wprewat4tlve Waltt.r Brebm. 
Ohio Republican. Ia hit plue 
lut Tuetd~.t. WhUo· ~leCOnnKt 
••• antwerln& a que1tlon from 
Republican Leader Joe Martin 
on lho Wallace-Janet atfalr, 
Brehm u ked him to 7letd ror 
t.nolher queulon. "I'm already 
yJtldlna to a boUtr mao lhlll 
)'OU," 1.hot bat-k MtCorm1ck. - -
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Tour KKoel1enors 

I want to t hank you t or your latter of 
Januar7 26 , 1046, with wh1oh you t~naa1tted cer­
tain a1nlaturea of poatera wbl oh ~d been uted ln 
the Canal Zona t o ancourft£0 the aele ot War Bonde . 

I want you t o know t hat t he TreaaurJ baa never 
sponsored t hl a trpa or appeal to sol diers nor to 
o1Y1llana. J have been adv 1aad also t hat the Army 
baa taken a a1a 1lar poa1t1on, and t here • 111 be no 
i,enaral o1roullr 1aat1on or t he art 1n quest ion . The 
poatara whloh JOU tranamlttad, 1 find , were example• 
or a great a1n7 posters aubmltted l ntor.a117 for oon­
alderat1on t o • s r oup of Arar r.ar Bond oft1oara who 
.. t aaae •••k• •so ln Col umbua, Ohto. Saae anterprlaln& 
... bar or t be gr oup photographed eoae or t he akatohla, 
and thor r ound their ••1 to t he Canal Zone wbare t'\lrtber 
raproduotlona •ere .. de and t lvan eoma olroularl&atton. 
I ba11aYa rou •111 find t lle1r uae ••• oonrtned to the 
Canal Zone. 

I bope rou w111 continua rour interest l n the 
t)'pe or publloltr uaed 1n oonnaot1on with '•r Sonde 
aod br1D£ t o • r at tent ion enr theme used, whether or 
Treaaur,. orl£ln or not, whlob you reel to be 1a~roper 
or 111-advlead. You • •r be aure that 1 jo1n w1tb )'Ou 
ln r our daalre to keep t he morale ot our bo71 on a hieb 
plana aod to auard aaalnat the exbl bltlon or poor taate 
1n 107 aauat;a directed t o th•· 

Slnoara17, 

&l'l tl H. Motgenthau, Jr. 

Moat Reverend Jobn P. O' Hara, c.s.c. 
M111ter,. Ord1narlata 
.aa Madlaon Avenu. O ... York aa, J aw York 

R1rCs4eb 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

TOo Secretary Moreentheu 

..L 

oATo: J anuary 29 , 
l g 4 5 

~,.o .. , Ted R. Gamble 

I have your memorandum transmitting mi niatures of 
some Vert,a draw1nt,s a lo Esquire , v:bich were circularized 
in the interest of War Bonds in the Canal Zone , end which 
were complained of by the Most Reverend John F. O' Hare . 

I am pleased to advise that we are not responsible . 
The Army asked us some t ime aso for some suebested art for 
use in various installations end stipula ted that it should 
be of t his type . The boys in our art shop obtained some 
drawint.s , wh ich the Army showed to e number or its War Bond 
officers. Some enterprisin& member of the Signal Corps 
photosraphed these drewinbs and gave them circularization 
in the Canal Zone. The Army requested that "ego into pro­
duction on them . We differed violently for reasons of 
policy , and told them we would not produce the posters 
unless they would take full and complete r esponsibility, 
and that the posters would be produced not with a Treasury 
but with an Ar my line of sponsorship . The result was tbot 
the posters have no t yet been produced, and I am advised 
tbet the Army bes reconsidereu and will not request us to 
go further with the matter . You may be sure it was not 
prudery but experience that motivated our objections . 

I have bad prepared a sug~e3ted reply to Father O' Hara 
for your signature which I think t akes us off the spot with­
out putting the Army too much i n the middle • 
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FEB 6 1945 

Dear .,.. Sobonolu 

I want t o thank you tor aond111£ .. t he 
Yory oaoellont reoor4 or tho aoocepltahaonta or 
your Yaat orsantaat1on ln furtbo1'1n& tbo 1110 Of 
War Bond•• Alao, I abould 11~• t o oomplt.ent the 
oa .. llont pertor.anoo or your tbouaan4e or patrlotto 
•ployae• wboeo purebaeo or War Bond• hat contributed 
ao .uob to your aood reool'd. 

'l'ed O..bla baa told .. tro• tlale to u-, 
or tl» ijOod aupport - bave had free Loow' a, Inoorporatod, 
aDd, eapao1elly or the holp ••' v• bad rroa auoh paoplo 
aa W1111aa r. lodaora, Oaoer A. Doob, and Charlea loako­
wlta. 

You oan be aura that •• a t the f?oiiUI'J are 
not only aware or all that you •v• doni to help u1 but 
appree\ato your oonttnuln£ entbu•1• .. tor our proarea. 

Slnoorely, 

ISignedl H. Morgentheu, Jr. 

Jr. llobolu •· Stbonak 
PNaldat 
x.-•a, :bMOipoNted 
erud•7 at Utb st ... t 
10• 1Pa'k, ... YOI'tl ,..,., 
I 1 
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lq 4eu Suatora 

Tour letter of Febru&1'7 2, 19•6 , enoloaed a letter 
of Sept eaber 171 19«, !rca ~. W.obul w. Belter ocm­
otl'lllDc delqa l nYobcd ln obtaining n!UDda of 
e.plo,r.ont taxea OYtrpaid b7 eaplo1•••• You urge that 
t he Departa.nt reoonalder, wlth a Yi .. t o a~lltioation, 
t he preaent .. thod of obtaining refunda &Dd pr opoae t hat 
n .. leg1alatlon 111141 be noot11&17 if th1a cannot be handled 
under exlatlnt; law. Ur. 1\ltmerer, ChairMn of the Sool&l. 
Securi ty Board, ·~•t• uae of Board recorda &a an 
alternatl Tt. 

Denlopbg adt q\l&te aaleguarda t o i naUI'I oc=.pllanot 
wlth the expreaa n qulr ... nta o! Seotlon 1401 (d) or the 
l ntel"D&l ReTtnue Cocle without UD4u1y burdeni ng bot h na­
plOT••• an4 eaplCJ7tra hal been a dl?tloult problea. We 
haTe been aotinq workilllt Oil a l..mpll!loatlon, and I 
expect to ato4 70u a more detailed repq ~en deflnlte 
prognaa h&a been Mete. 

In the aaantlu 70u ~ want to note that the 
plotUI'I ia not without ita brlebt tldte AI or Ju1J. l 1 19", t or lnatanoe, the Bureau o! Internal Rnenue l:laCl 
prooeaae4 for allOW&DOt &!.ott half or the lpetl&l. 
refUDd olat.a expected to be filed with reapeot t o 
l 9U t&rnilll•• At the aOMnt i t 11 not clear t hat 
action em thtll olat.a would be lptctdtd up 1! baaed 
on noorda now'aaintalntd b7 the Social Seourit7 Board. 

Ill'. Reltar•a letter 1a n t V111d. 

ROll. Robert 1. Waper 
UD1ted St&tta Senate 
laahlncton, D. c. 

Sincereq, 

(Signed) H. Morgenthaw, Jr. 

Stont&rJ ot the TM&IUI')' 

I 
r. 
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FOREIGN ECONOMIC ADMINISTRATION 
OfFICE OF l1lE ADMIN!SI'RATOR 

WASHINGTON 25, D. C. 

Febru&r)" 6, 1945 

Dear Secretar)" Morgenthaua 

'l'bank 7011 wrr IIUCb tor JOUr note of the 

UUI aDGlod.nc a CCJPT ot a letter 'llbi.ch 7011 eent to 

tha Seeretar)" o! State will~ raepeet to tbe propoN4 

lad-leaH agree.ent betwen thie Gcmlm.ent and Ule 

Proneional. Government ot Franc.. 

~:;;~·-· c:-~c::--"-., 
leo T. cl'OIIl.,. 
Me1n1•trator 

The Honorable 
Die Secretar)" ot Ule Treaeury 
lfub1Jicton, D. C • 
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... II • 1$lce el IWI 1$ o II tlla\ 

1....,. w wltll .. ..._ Dee t ' ..._ 

Sill tM ,_.. wewalwrb I'IIJa...., w -. 

,. ; 11f ft'l ~ 1 ° Jww IU ?leU 11o 

( •••811. 

-. • r. tc nars/1:!::=-"'• 
JISi '. J 'e a fp •• .......... ~ 
··1•• ... 

Regraded Unclassified



• 

0 

( 

0 

ICr ..... Ill'• OIW1 

1t111 111 to •*-l.ecl&e 1ftl' le\Mr ot .-....., 2' 
-JIWI& ._ pa S I 11 ) • 1 "M a&J"I \ •UII tile 
Pro<f4at ' an...-\ ot r• m. 

!be nii.Jan a\wr ot 1M1' 11\wr we c!Saeeand 
biJ '1nuu7 ot11o1ala .S.\II Ilr. ~ ot 7ftl' DIIIU'-­
-'- ..... ~ ........ to .. p, .. ,......,.ot 
rneM•a aa aer• \-. -.. la--W •cnldw 
ot .... a._, .. w .. "••at•' llu1a .~ .. 
PI'O ... Mtlln \Ill allftlal ·~ tala lleiWI' I , 

1 MM 
¥ 1 \ wi\11 \Ill ra all, all4 Ill llu aaftlll tala\ 
liU ~ .. 11\iflllld lltr \Ill AWM Depan..\ ..U 
IIIIJ&IIIfl ,.... le\W.. ·~ I • .., 2,. Ql•-•iMI 
-. \1111 111\NM'-' ..-a. ...... -- 801a&· t-.4 
....... ~. Mil I llapa 1111 n\ rill M 1'111'1 ~ W17 
.....u,. 

m-~. 

1•1 a. ~~e...-u-, Jr. 

II Nll1a Ill &' c. OIW, 

Ae"-1 •• •'"'-II' •t ..... 
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or ~. I a in 8CJ"' a\ •itA :rn tbat atwr .v.ob 
a dllo-\ 11M ~~- li&r*l1 1\ wUl be 1\11111117 fltr repre­
-\aU'NI of "- ,__I')' Depa..--\1 \be Foreip lao~ 
Ada1n111t.nUon and tb1a Depal'Wmt to •&I'M upon thl .-liD\ 
or JINDCb dollar and aol4 -'-• iDol~ tAa bol4ialll or 
thl lllnk of P'nDoe, wbieh w would .-a.1cler • be a •U.­
tlto\ol')' poe1Uon tor f nDOe ao 1GQ& u DOa.-!UoDI are bein& 
11m111hed I&Dder JAacl-,_.. allll • de\emi.De tAa ute\ to wtdeb 
.. dela1t appn~plia\e tbat the hwleh .,14 and dollar uo~ 
_,.., 1bolll.cl be IIHcl in -tin& tile non-.ni\iou J'eClldre­
-w. All~" lalow, tAo pJOYiaioa. ot tAa ... wr acn-t 
wUl DDt preJIAdioe o"r d.iacv.u~ ol tbuo aa\tore, bv.t wUl 
mere)¥ p10Y1do a aoooral t-ril tor cnu- lon4-laa•• relaUoca 
wUb !'ranee. · 

S1Doo \be ilopu111oDt belie.,.. tbat 1\ •~ be w.lM 
to clel.q ~or tAa dlll\ill& or • -wr l..o-lNN ~\ 
in n• of tho p,....\ poUU.-1. .S.taaUoa, M¥ I uk Wla\ 
11* lld'ri.M • 'llbe.aor 708 ba'N .., .tl&nMr obJoott- \o \be ....,.,ioa ot thl ~of noll aa acn at \o tho P'lwleb 
\ld.a wolc1 

111Morel1 J'CIIIn, 

\ aii~Ud) JoHplt c. Onllr 

Regraded Unclassified
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DBPAli'IIIEIIT or a•u 
WASHDIO'IOII 

"''"'7 22, 1945 

iliiiLI' llr. Worpsa\llaa • 

:rwr lett.er ot olamla17 18, llddft•eed to \he 
8eoreta17, exprn•ina: 10\IJ' 'WiW \Mt leD11- leaM 
tor I'NDoe, bot.h in a&ll1 UOM aDI1 1n 11011--.uU. t.ione ,_nll1 eho\1111 ru\ on t.he - principle• N 
lencl-1-.e tor Great Bri t.e1n, ha• been reterncl 
to-· 

I a.ane enUrel¥ wit.h 10\IJ' d .. .ad bolle'We 
that .. are all Na41 to pro-.d wit.h c111oc .... 1on 
ot a IIN\er Lmd-Laa•• l &N \ wit.h t.he head~. 
I ba'We aeOCI"""Il.J' uUcl llro C.J.qton to oe1l to­
p\har llr. 11b1 t.e and loiJ'o O.•r Cox t.o ~0 O'Wer a 
\ex\ which ocllll1 be p...-t.ect t.o llr. llclnne\ Mrl.7 
thie WHit. 

SinoorelJ )'Olin, 
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DMI' Ida 

!blo S.. 1A ~ to 1M le\wr of ,._,. 13 tr. tho ••U..C s..,..wl'f of saw oonf1ra1Ac \lat. tAl Yna.cb Lud­x- clo-t. wld.cll wu befOre t.M .._iAMot. at. QIIMec 
bae a.-~,. • .._.. and oaUDc Ulat. 1ft~ Dapartllallt. ~w 
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riUI t.b1a appz-Mch INt. 111111caM<l t.bat. be _,tWI •lab t.o 
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Srcrttary of Statr, 

Vlashington. 

1298, Sixth 

PLAIN 

London 

DatEd February 6 , 1945 

Rtc ' d 7:50p .m. 

The tolloninc; editorial ap.~tars in today 1 s 

Fll!ANCIAL IlEuS: 

11Do •It Want Amrrican Loons ? 

1111 Tht drtoils nor1 publishtd rrgording tht 

American bonlcrrs oltrrnativt ~o Bretton tloods fully 

confirm the unfavorcJlE 1mprrsa1on madr by tht 

prEliminary announcEctEnt . On thE onr hand, they wo : ld 

srt up on international oan~ to comJ inE thr function of 

both tht 3rttton \loods banlc a nd t he monetary fund, that 

is , to asaist in rEconstruction and form o stabilization 

fund . Its rt sourer s would oE only (iS , 175 millions , or 

~,000 millions lEss than thE A~1trican contribution 

undEr Brrtton '•loods . On thE othtr hand, thry advocatE 

thr rEptal of thr ~hnson Act , \1hich, as everybody lmows , 

prohibits frtsh loans to countriEs in drfault on 1918 

nor debts . Thrrr is no at tE r.1pt to disguier the fact 

that tht a im 
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that thE n!m weUld bE to offEr loans to EuropEan 

oountr1~" { ooui.>tle: sa incl ud1J13 Bri to1n) as an inducEmEnt 

to the:m to abandon ExchOllfiE rEstrictions and !l(lrEE to a 

de:finit£ stabili zation of thtir curre:noiEs in tcrms of 

gold and the: dollar , ThE sliGhtEst ccquointono£ 111th 

the: trEnd of Dritish public opinion (or thE Economic 

thought of the: post twe:nty yEars) make:s it sore: to ooy 

that such on offe:r would be: rEjEctEd outright and without 

hEsitation by this country , Re:ctnt articlEs in thE 

FEDERAL RESERVE BIJLLETUI hcV£ sho11n thllt thE intErprE­

tation of thE i3rttton Woods plcn in rEsponsible Ame:rican 

quartErs is comple:te:ly in lint with thct civtn htr£ by 

the: ChancEllor and Lord Ke:ynos ; . Mr . E, A, GoldEnwe:ise:r , 

for EXOmplE 1 thE FE:itrc.l 11ESErVE statistician , insistEd 

that ExchC!l[iE stability is viEWEd not as an e:nd in itstlf 

~ut as a oe:cns of promoting trade: end, through trcde: , 

EmploymEnt and incor:tt; and hE sugG£ s t e: d tho t by providing 

fo'r clte:rations in e:xchonc;e: ratEs llhtrE nEcEssary thE fund 

would Eliminate: or mode:rc.te: the: distur bing rigiditiEs 

which charactEriz~d the: 30ld standard . In spite: of such 

r Ec.ssuring EvidEncE that the: administration and our own 

aut~oritiEs havE ~uch thE same: approach to the: problEm, 

te:ars ere Expre:ssed that even an intErnational body , 

under AI'JErican influEncE , 1aicht m.'1 kE for unduE rieidi ty 

of ratEO o 
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of rates , It folloiiS that a j)lU'tly A::t<: rican i nstiution, 

undEr thE dirEct aq;is of thE American b!!nlccrs uith thE 

archaic hard-mont y V1EHS 1 would havE no chancE whatEVEr 

o f acoF.ptancE by us , · Th .• a country has surEly madE it 

quit£ pla in that it could not IJE lured bacl: on to a rq;ime 

of fixed exchoncc s 1 111 th tilE inEvita:>lE dc,J:::;cr of de flo tion 

and Ulltr.Jplo;:ncnt , in 1•cturn f or thE most c;cnerous loans 

or even outri:)1t zrants- in-aid , As a quid p1·o quo for a 

return to the eold s tandllrcl , ouch lo::.ns do no t even -lErit 

con sidcr::.tion , 3ut thE Allerica;1 IJar.!.:Ers proposals raisE 

a \'lidc r quEstion, ::nd tila t i s 11h £ ther this cow try would 

1> £ p r epared to accept loans f1•om thE UnitEd States 11it hout 

onerous condi tions atta ched , 'l'hc firs t reaction to thE 

S\!Cc est ion is l i!.:cly tO 1>£ th!\t 11£ haVE a lready draVIn On 

extErnal capital h t c:vil y Eao1.J3h to pay for thE r1ar , a nd 

it nould be l.l'aniccl indE£d if 1'1£ nn•E EXpEc ted to incur 

fresh lial.lilitics to l~Y f or thE peacE . FEn pEoplE in 

this country arE yet pre~rEd to rEgard a s definitive 

thE financic.l c. rrcn:)EJ;cnts UlldEr which UE llCVE lost a 

l al'ge pa1•t of our i nvestilEnts to thE United Str.tcs (ns 

IIEll r. s 1ncurr1nc a nebulous 11c:J111ty aeainst 

Lend..Ltas£) m·.c< havE pil~d ur' pounds 3 , 000 r.Jillions of 

sterlin~ deiJt to oti, Er ovErflEC\S countries , The pnradox 

of financE u!-licb has left t;l13 country thE only om: or.l<'l'l8 

the United ?:a tiona 
• 
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thE UnitEd l~tions to suffEr a gr avE detErioration in its 

capi tol position would stem to ~E tacitly rEcognizEd by 

thE Ar.1crico.n outhori tiE s , who hovE a llowEd us to rebuild 

our Extcrno.l rESErves to a modEr o.tc extent during the v1ar . 

It mi ght bE arguEd that if WE orE likEly to stand in urgEnt 

nEEd of dollars a ftEr thE vmr , thE prEsEnt financial 

a:-ran~;EmEnts should bE modifiEd to a llow thESE to bE 

a ccumule tEd . From anothEr poi nt of viEw, agai n , it might 

bE arguEd that AmErican loans would mErEly providE an 

Easy substitutE for a loiiEring of thE AmEric:m tariff , 

permitt ing thE United StatEs t o run a n unbal ancEd 

crEditor position for a furth Er period . In t hE long run, 

it is impErative that AmErica should bE prEparEd to in­

creasE hEr irJports sufficiEntly to allo\'1 othEr countries 

to poy thEir way by Exports . VfuilE thi s is desirablE in 

thE normal course , howEvEr , it must b£ admitted that in 

thE spEcial circumsta nces of t hE transition pEriod SOblE 

impor t s frEE of immEdi atE poy.;IEnt mi ght , othEr things 

br ing Equal, be a IIElcomE u E:-.ns of Easing thE strain on 

our rt sourcEs , In principlE, it is qui t E truE tht'. t liE 

can a111ays gEnEratE sc vinas on any scalE nEEdEd for 

rEconstruction by tiE Cns of rEstraints on consumption. 

But there is a limi t to thE rEduction 1n thE standard of 

livina th::lt c war - wea ry peoplE con bE txpectEd to 

otomach. HEncE , i t is possiblE tht't loans for quit£ 

moderate a mounts , 
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modcrntt amounts ,, that would not on boloncc odd materially 

to our external liabiliti es , could oct ns a useful 

lubricant , It is well known, .for example , tho t countric 11 

holding abnormal sterling bolnno£s nrc anxious to 

convert n proportion of t hese into imports as early as 

possi ble , For our port, we con hardly EXPECt to dam up 

these demands in pErpEtuity, in order to effect payment 

100 per cent in the form of 3ritish exports . Hence there 

night b e little harm in our acocpting dollar credits to 

permit the conversion of n small fraction of these- - soy, 

5 or 10 per cent-- thus substituting a dollar col!UU1 tment 

for a sterling commitmc11t and leaving our net position 

unchanged , Again, there can be no doubt that the 

modernization of some of our basic industries , such ns 

coal, might b£ greatly expedited by the import of 

moder n American =chinery. Credits for this purpose -might well prove self- financing , 1n the sense tho t the 

r~;,sultant loncring of Oritish costs would contributt to 

a reduction in the price of all British exports, as 11ell 

as helping to increase our productive capacity generally, 

If at the same time the import of machinery on credit, as 

an alternative to mr.!:ina this ot home , permitted us to 

allocate some rcsourceo to the liquidation of sterling 

balances through direct exports, our position on 

balance \1ould 
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balance nould br still lEss likely to b r impairEd. 

In sum, it nould sEEm t hat a plausible ccsr might bE 

madr out for thE a ccEptancE of comparatively smnll loans 

of thE order of pErhaps pounds 100- 200 milli·one . Thill , 

howrvrr, would obviously not bE of thE ordEr of magnitude 

nrrdrd if American loans \'IEr E to providE thr solution of 

all post- war pr oblEms on c: :JcalE to pErmit, for examplE, 

the immEdiatE removal of ExchangE r estrictions against 

inEssential i opor ts from AmErica and rlsEnhErr . For that 

purposE , figurEs havE bEen mEntionEd of thE ordrr of 

$5, 000 millions . HonEVEr ,,Ell- intEntioned such offrr·s 

may br , thErE can br no qur stion thn t it tlould br 

greatly to our disadvantage to takE on frrsh commitments 

on anything likE thnt scal r . 11 

I'/ IN ANT 
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Secretary of State, 

lfaehington . 

\ 
1316, Sixth~ 

Department' s 863, Third, 

London 

Dated February 6, 1945 

Rec 1 d 8:20 p . m. 

Peake 1e etatement relatee to local authoritiee loane 

bill , implementing proJect previouely reported i n Embaeey'e 

Deepatch No . 17623 of Auguet 23, 1944. Bill received ite 

eecond reading January 24 and February 2, 1945. Ito 

provisions will embody the arrangements substantially as 

set forth in Hansard colunn 587, July 25 , 1944 , enclosed 

With above despatch. In accordance with t ho Chancellor 's 

statement last July, discussions of the proposal havo 

been hold between the Treasury and representatives ot 

local authorities, between whom agreement in ~r1nc1vle 

has been reached. 

The bill provides that local author1 t1oe shall not , 

without the Treaeury's approval, borrow otherwise than 

through the Public lforks Loan Board, but the Treasury 

will make regulations allowing tor tho exceptions out­

lined i n Chancellor of the Exchequer's statement in 

Commone July 25. 
Recent 
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Recant dobnto on tho bill hAs brought out thAt 

although t ho Govorninont 1 s proposals Hare unders tood to 

involve a temporary limitation on t he local authorit i es 

to borrow, novortholcss tho bi ll contains no timo limit, 

but the eohomo will be roviowod at the end ot tour yenre 

attar the European war, 

Airm~il despatch follows giving tull t ext ot bi ll 

and debate which accompanied second reading, 

LMS 
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lle0retar7 of State, Wu~U..Dcte 

P'1tbr\lary 6, 1945 

342 
DONFIDBllriAL 

The fal.lowiJII: a reap far the War RefucM Board aDC1 
tar the ~ 1Jo tr~tted. 

D> connection u.r-ith pleua - Depart.Mnt.•e telagraa 
of January 22, No. 134. 

Tl.re haft a~ 1n the pil'Wal of Rue1a dnce oapt.UI'8 
of tha c1t7 by Sonat troope boo iteu w1t.b regard to tha 
On1ec1a conoantraUon cup. A f..-..r i,_te of t hh cup 
.tra. Var onasb Oblut i s quoted 1n an ott1o1al cc.allnique t ar 
Jlltuar,y J l to the af fect. that the IUibar of priJooaera ftl'i .. 
hetoo.en l5 and JO tbollaut at. t.b1Jo oaap. w ... n and -wile 
ware 1..ncapabla of work and 1Dftl1de wva k1lJad b7 pa and 1n 
apec1al turnacaa thair bod1• ware bllrllad. Thoea priJoaa.n wbo 
ware t it f or labor ware farcad to .,-ac 1a a1Aaa and the 
o.r.ana ldllad thoM wbo sr- walt .tra. lalagar, hea'f7 labor, 
and beating a. Onr a period of tour )"'lara _..,. t houaanda ot 
people were t ortured and kill.ad by t.ba Qeruna 1n the oa~. 

A apeci al artiola qy a tront oorreapondent 1n Qn1ac1a 
puhliabed i n PRAVDA t or P'1tbruary 2 daaor i hea 1n conaidarabl.a 
detail t he arr&~~gUllllU and ara.m.aation for tba - aurder 
of priaonar a at Clie c:aap. The aiN ot t he oaap part1cularl7 
~ t he cClllTeepOIIISant. It. 1a reported that local 
1Dhab1tanta relate that 1n 1941, 1942, and the earq part of 
194) tift to aisiJ' tra1na 1a.dad to capac1t7 arriftd at the 
cup aacb 4q trca the oocllp1ad areaa of Caacboel.OYak1a, Poland, 
the Sonet IJIIion, t~~soalaYia and France. Spacial oren ran 
t he traina 1nt.o the oaap and no train wu aftr a""n to ret.llnl 
with punnsara on boArd. Pnll .. illl dieoloaure ot the eecrete 
of t he MajdaJwk oonoantretiOD oaap near Lublin dllrillg the peat 
7"U" t.ha Qanlana are reported to haft diautlad IWI7 of their 
1DRallat1one at Qea1ac1a &lid t o haYe aada an attart to aftaca 
the tracaa of t heir cr1aM at th1Jo o~. D> concl1181on t.ba 
CCIIJMpOtidant autea that be bu - tllou.aanda of t.artund 
U..tea of the oaap wbo _.. aawcl b7 the n.ct ~·a rap1d 
..tftnca. '!'ba7 are dNoribacl ~ b1a u be1al ~--'- ... 
it 1a 'aponi bl.e to 1!\MU &lid u baiac axbaunad to the po1Dt 
where the7 ~ lia a~ 1A the w111111. Than 1a • 
1nclioatioa u to 'llbat proparUon ot tbaaa aiii'Y1,...a _.. J ... , 
in th1e artiola. 

ccw: ., ,.. ...... ~ 
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carrw~ot nturnl.IIC 7Nterda7 t rca a YUU t lwn .tatee that. 
be ... iot~ t.IJ&t. t.hen'"" onl7 029 JIIW aurrtYiDg trca a 
population ot 250,000 before t.lw war. About. l SO aerum 
r-.1nec1 beh1nd 1D LOda, be at.at41d 1D addition. 
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COPY NO, 

,:_:"L !<o. 43 

Informat i on received up to 10 a , m, , 6th February, 1945, 

L...!L 
1. ANTI=SU~ARWE OfERATIOiiS , 5th, Frigates ot 19th 
Escort Group probab y sank U-boa t off North Coas t Ireland, 

MILITARY 

2. WEStERN FRONT, 
Sou horn Sectora Gap behind Colmar pocket reported 

closed by junction at Routach elements French Division p~shing 
north from Kulbouse and U.S. Armoured column driving south from 
Colmar , 

4[) Central Sectora lst U. S. Army troops have pushed north 

0 

• 

Schleiden and have r eached Urtt Dam. 

3· 
berg, 

EASTEBN FRQI!T. 
East Prussian Sector• Further gains made N. W. Koenigs-

Central Sector• Russians advanced to River Oder north 
and s . E. Frankfurt and els~ captured Goritz, 

AlB 

4, !!ESTEl!!! ~HI· Night 4t th, Bomber Command despatched 673 a1reratt 
(4 missi ng)J Bonn 23 (849 tons) benzol plant s (665 tons ) Oster­
feld 123 and Nordstern 120 and Hanover 51 (56 tons ) (through 
cloud) , while 141 engaged ln seamining and other missions , In 
addition Starlings S. H.A.E.F. (~ir) dropped 118 tons Grevenbr oich 
(s ,w. Dusseldor~ 

5th, Owing to weather no offensive operations unde~ 
t aken on Continent . 

Night 5th/6th1 76 Mosquitoes (1 missing) despatched 
incl~ing 63 Berlin, 

MEDIT§~HHfN FRONT. 
4th, 1\i tchells bombed railway bridges Brenner 

route and N.E. Italy with excellent result s , 739 fighter bombers 
and fighters (7 missing) attacked coDDunications and supplies 
North Italy and alao gun positions battle area destroying minimum 
23 bridges, 10 locomotives, · 

6, 

Siam) 

~. 
3rd, 

near Burma 
70 Liberators dropped 116 tons Jumbhorn (s.w. 
border with good resulte, 

2 1no1dents reported , 

Night Sth/6th , 3 1nc1dentl , 
Regraded Unclassified
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