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GROUP 

Present : Mr . D. W. Bell 
Mr. Gsston 
Mr. \Thl te 
Mr. 0' Connell 
Mr. Haas 
iir. Gamble 
lir. Blough 
Mr. Peble 
llr. Luxford 
llr. IA.IBoia 
llr. McDonald 

February 16, 1945 
9 :30 a.m. 

H.M. JR: Mrs . ~yle was just telling me about the 
case of Ur . Barker, a White House guard who died and left 
fifteen chil dren. She was getting up a collection for 
one hundred dollars. 

MR. GASTON: He used to be a guard on the Treasury 
force . He ia now a 'Nhite House policeman. He was a great 
big florid fellow. 

H.M. JR: The interesting t his is , they don 't seem 
to know that there are enough people to take care of 
that thing. And suppose they collect fifty dollars or a 
hundred dollars , that ian ' t going to solve that J>roblam. 

MR. BELL: It ia going to be a little help imutediately. 

H.Y.JR: And then wnen it ia gone, wnat are they 
going to do? 
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H.Y.JR: The next t ime you send a letter out, check 
whatever the organizations are that take care of oases 
like that such as Treasury Welfare. Get up sometninf 
like that rather tnan all these n.igh-presaure sales hinge 
to buy more bonds. 

MR. McDONALD: All right . 

H.M.JR: Strictly in the roan here, I got a letter 
from Mr. Grew saying that he has transmitted a memo con­
cernin~ tne activities of tne Wallenberg brothers, and 
there 1s a cable being transmitted to Stockholn . I am 
going to get a copy of tnat letter later on . 

The~ also strictly in the roan, they politely turned 
me do1111 on sendi.ng somebody to the Ar(?;entine to study 
assets. They say, •The followin~ offlcers are devoting 
or can devote all or part of the1r time on matters con­
cerning the control and analysis of jxis assets in 
Argentina: Daniel V. Rfan, David C. Berger, Colin 
Woodfall, Charles Windham, Francis K. Jovin, Chandler L. 
Daniela, William K. Leonhart, and Butler of FE!.• 

2 

(Secretary hands Wr. ibite letter from Yr. Grew, ~)( ~ -
dated February lS, 1945.) ~ 

MR. WHITE: What we will do ia get ui a letter to 
S~ate asking what we would like specific& ly, and then 
maybe aupply--

H.K. JR: And put a time limit on it. Wake it like 
the queations we were asked in St. Louis . 

MR. PEHU: They have a lot of gall . We have been 
through all this .before. They told us· once before that--
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YR. 'lil!ITE: We will fix the letter which will indicate 
the excellent assistance we have gotten in the past . 

H.M. JR: Just eend the letter, that ia a.l.l . 

MR. WHITE: They did favor your request. I don't 
know--you got a cable this morning. You will get it. 
Winant came back and eaid he would be delighted to have 
t he Treasury represented on the Economic !dviaor1 
Commission, and he would be delighted to have Taylor. 

H.~. JR: The cable didn' t go through my deak. 

MR. ~BITE : It came in late last night. 

H.ll. JR: To you? 

MR. WHITE : To my Division, because I got a copy. 
You couldn't have gotten it, Mr. Secreta!'1, even unaer 
the beat circumstances. It juat came in last night . 

H.M. JR: It should have come in here. 

MR. WHITE: Do you read the cables? 

H.t' .JR: Sure, I read these two before I came in . 

(The Secretary holda a te.l.ephone conversation with 
.W.sa Chauncey. ) 

H.U. JR: Will you look int o it? 

MR. McDONALD: Yea, air. 

3 

·MR. GASTON : They go to Dietrich in the fi rat instance? 

H.M.JR: I didn't find out .• 

MR. WHITE: Not un.l.esa they are routine. If they are 
rout ine, the7 go to Dietrich, but t he hi~ confi dential 
ones go to the Secretar7; they are addreised t o hia. Moat 
cables come into rq DiTision. They ban the original and 
duplicates. The original still goes to the Secretart, but 
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aaaetimes it coes not go to the Secretary, depending upon 
the importance. The rest are distributed among thoae wno 
have a special interest. 

H.M. JR: Take a cable like that--when would I aee it? 

MR. WHITE: I saw a carbon copy last night. I don't 
know whether we got the original. That may make some 
difference, depending upon whom it is addressed to. I 
had it in the folder to send to you this morning. If it 
were something which I thought would have required approval 
on {our part or action was important, ! · would have aeen 
tha you got a copy last night, but since it was only 
information that would please you, I thought it might 
wait twenty-four hours. 

4 

H.M.JR: In other words, if it was pleasing inforlll&tion 
it could wait. Well, I still don't think it would do any 
harm to check up. 

(Secretary leaves the conference temporarily . ) 

H.M.JR: Where is Mr. Mellon's cuspidor? 

MR. GASTON: I think they made a f lag stand out of 
it. (Laughter) 

KR. KcDONALD: I have three l etters, Mr. Secretary, 
I thought you would want to sign appointing Frank Cot, 
Mr. Veatch, and Kr. Feltus. Mr. Veatch and »r. Feltus--

MR. TIHITE: Will you bold Mr . Veatch up, Kr. Secretary? .. 
MR. McDONALD: They are effective today. We thought 

we would put lfr. Coe in Sullhan's space if it 1a agree­
able to you, sir. 

H.~.JR: Coe? You will never get him out of there if 
you put him in. 

KR. WHITE: You never got me out of the other office . 

H.M. JR: I never tried to • 
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KR. ~la TE : If you tried to get Coe out--

H.M. JR: If you put Coe in, make him sign a letter 
that it is on a twenty-four hour basis. 

KR. McDONALD: All right. (Laughter) With Mr. 
~te as a witness. 

H.M.JR: Is that office next to White' s? 

MR. WRITE: That was the office I was suppos ed to 
take. Coe was supposed to take mf office, I presume, and 
in ~lew of the fact that I prefer my office, I thought 
you would let me keep it. He is not getting anything; 
there is no new change. 

H.M.JR: No, Coe has yet to prove that he is worth1 
of~. White' s position, the one he had before . 

YR. WHITE: I don ' t think it makes a great deal of 
difference on that. 

H.U. JR: What are you going to say about that? I 
mean, he has yet to pron that he is wortey of the aamt 
position you held. What are you going to say about tnat? 

KR. WHITE: It ia awf ully hard for me to answer that. 

B.M.JR: I tell you, seriously it is on a twenty-four 
hour basis. 

(Mr. McDonald hands Secretary letter to Mr. Feltus, 
dated February 16, 1945, which the Secretary signa.) 

H.M. JR: I thought Yr. Feltus was to go in at nine 
thousand. 

MR. LUXFffiD: Fifteen days f ran the ep~intment . 
MR. llciXIULD: Tbia 1a the first one; there will be 

another one. 

This ia oo Veatch. (Handa Secretary letter addressed 
to M:r. Veatch~) 
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MR. WHITE: He had bett er be put in another one to 
begin with, because it ia bard to move a man fran a big 
office to another office. 

MR. LUXFORD: I thought you wanted to bold up on 
Veatch . 

MR. WHITE: Veatch ia to be held up. 

R.M.JR: When is Coe. coming? 

MR. ?MITE: Monday morning. 

KR. McDONALD: He can report today aa far aa all of 
our clearance ia concerned. 

YR. ~HITE: He can't get away. He ia caning in for 
a few hours. 

H.M.JR: I can't give him that office permanently. 

MR. WRITE: We will make eome arrangement. I will 
talk to Coe. 

H.V.JR: I mean definitely not, Harry. 

YR. WRITE: 
ia all right. 

If be wants to take it temporarily, it 

H.M.JR: 
basis . 

It ia definitely on a twenty-four hour 

MR. McDONALD: He was told, Mr. White, we would make 
it effective today. I didn't get any other inatruotiona, 
ao that ia the way we prepared it. 

H.M.JR: He will have the office on a twenty-four 
hour baaia. 

MR. McDONALD: This ia a defenaent for a plate ·printer 
down at the Bureau of Engraving and Printing. 

H.li.JR: If fOU want to atop inflation, thia ie one 
way, not to defer these fellows; atop it at the source • 
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lffi. Me DONAlD: He ill under tlli rty, and he he a been 
deferred once before. 

H.W.JR: Stop printing the mone7; that would atop 
inflation, atop it at the source. 

MR. PEHLE: Did we atop printing big biila, Mr. 
Secretary? 

H.M.JR: No, they decided it was a good angle to 
catch the fellow with the big billa. 

MR. PERL!: I thought ma7be if we would atop putting 
the darn things out--

liR. GAST<fi : Mr. McDonald, were 70u foing to bring up 
that matter of aevent7-three hundred peop e f r om thirty 
to thirt7-ei ght whom sane of the draft boards are starting 
to reclasaif7 now? 

lrffi. McDONALD: No, I nadn' t planned to this morning 
because we hadn't discussed it thorougA!y. I thought we 
might get together. 

H.M.JR: I diacusaed it with Ted yesterday. Well, 
I can nit. 

lrffi. O' COOELL: I noticed in tne paper tllia morning 
Herahe7'a report indicating that there were two hundred 
and aixty-three thousand people in the ~overnment service 
who were wnat"he called deferred in the draft, and that 
probably will have aame repercussions on the Hill. 

B.M.JR: Bow man7'l 

llR. 0' COONELL : Two hundred and sixt7-three thousand, 
twice aa auch aa a 7ear ago. 

MR. PEHLE: '!'he War Department and Navy Department-­

MR. 0' CONNELL : It you take the !1'11171 Nav7 and Po at 
Office out, there ia only a drop in the bucket ieft, but 
it ie the other five percent that are going to get hit • 

.... 
I 
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llR. PEJll.E: The publicity is nry misleading. 

MR. GlSTON: Our problem is this, Kr. Secretary: 
We have about seventy-three hundred people against whom 
this Form 42 was set, occupational classification, and 
that occupational classification presumes in most cases 
that they will not be called from thirty to t hirty-eight 
years old mostly. Under tbe new measure sane of the draft 
boards are beginning to reclassify those people against 
whom that Form 42 artatanda . The question is, when we 
get one of those oases and we think it is a person we 
ought to hold, should we bring it to you, or should we--

B. L . JR: In the fi rst instance I v;ould like to have 
it. ... 

MR. GASTON: In the first instance you would like to 
see same of the people. 

MR. McDONALD: We may have quite a number; that is 
why we wondered if it would be necessary for you to be in 
on all of them. 

MR. GASTON: Then we can establish some linea of 
decision. 

llR. llcDCJULD: Do you "'nt to discuss 4-F's from 
eighteen to thirty, whether we should send this routine 
Fol'lll 42? 

LIR. GASTON : I had better talk tba t over with you 
first, unleas you want to present it. I am not familiar 
enough with it . 

MR. :McDONAlD: VIe will wait on that, sir. 

H.M.JR: What else? 

l&R. li:DONJ.LD: The Procurement Division has bad for 
eome time a vacancy, the top poet, the regional director 
for New York City. For that reason 1lr. Pehle has recom­
mended the transfer of llr . Frank L. Seymour, whom you 

3 

.. 
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previously approved. Mr. Seymour was a ma jor end went up 
to a colonel later. He wae in the Army for three years. 
He has been Regional Director at large for Procurement. 
Mr. Pehle would like t o have your general clearance on 
t hat aince he is going t o New York City. 

MR. PEHLE: Ole reason we are very vulnerable i n 
New York is, the man who ie acting as regional di rector 
doesn 't f eel he is capable of holding the Job. Secondly, 
I am afraid Mr. Hannagan ie going to step 1n and make some 
political appointment. 

H.M. JR: Ien't this major the man Charlie Bell hemmed 
and hawed about? 

~. PBHLE: Your memory is quite correct. He was a 
colonel. 

H.M. JR: He wasn't born a colonel. 

YR. PEHLE: No, he was allowed to leave the Ar.y 
when the lrmy thought the war was over last fall. The 
Army ie very anxi ous to have him back a s a colonel . 

H.!.I. JR: Charlie didn't t hink he wae eo hot. 

YJL PEHLE: Charlie felt hie record was not next to 
God'a, which, of course, it isn't, but he ie the beat man 
we can find for the job, and I think we are doing the 
right thing to put bim in there. 

MR. McDONALD: He had several positions as city 
manager. 

lm. PEHLE: We checked him very thoroughly. Be made 
a good impression on several regional offices, and he haa 
been to our office here. He may not work out, but I think 
he will. 

H.W. JR: \nat is he, a colonel, now? 

YJL PEHLE: No, he ia in civilian clothes. He is 
out of the Ar.y. 
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B.W.JR: Bow old a man is he? 

MR. PEHLE : A man of about forty-eight. 

MR. WcDONALD: Forty-eight, ai r. 

MR. O'CONNELL: Way I ask a general question? 

H.M.JR: He is all right with me. 

MR. O' CONNELL: In making transfers ' to jobs as important 
as regional director, do you make any note as to what part 
of the country a man is fran? Would you have a man in 
New York who was fran the region, or would you have an 
outsider? 

MR. PERLE: I would prefer to have one from outside 
if possible. 

MR. O'CONNELL: I waa reminded of that because we are 
going to hire sane people on a lower level than the regional 
counsel, attorneys in regional offi ces, and there are two 
entirely different schools of thought . When I was with 
~·~ we had for ty-ei ght State offices, and particularly 
in the South it was neoeesary to take people in the top 
'jobs who were f ran the States. If you sent a fellow 
fran New York to be in charge of the regional office in 
Atlanta or Birmingham it waa Ill t to cause a great deal of 
trouble. Now, when we decentralized the Dureau of Internal 
Revenue, this only applied to the divisional counsel. We 
adopt ed an entirely opposfte approach. It is a ll ttle 
euler to have an oppoeite approach 11hen you have only 
regional rather than State offices, but in decentralizing 
the Bureau we followed the policy of never sending a man 
as diviei011al counsel into the State from which he came , 
If he came f ran San Francisco, he oouidn' t go to San 
Francisco, and same applied t o New York. I would throw 
it out. !a to what a better policy woul d be- -

B.K. JR: It was verr nice to have had that before 
the war when you coul d p ck and choose, 
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MR. PEHLE: It is one of the elements, but it can 't 
be your one rule. 

H.W.JR: I have put in a rule that no income t~x agent 
could examine the same return more than one year, 

lfR. PERLE: He oouldn' t? 

H.!.f. JR: But 11e can't enforce it . I mean, the same 
one inspected J.P. Morgan' s return for four years running. 

lffi, O' CONNELL: I would be entirely happy so long as 
I was sure we dido' t have a rule to hire a man from New 
York to work in New York. 

UR. PEHLE: You can' t have such a rule now. 

H.M.JR: Listen, the rule is, get the best man you 
can, irrespective of where be comes from. 

MR. GASTON: You perhaps recall that letter we bad 
from the- -

H.M. JR: Fordham Uni veraity? 

MR. 0' COO/ELL: Thank you, i'bat will be a help. 
(Laughter) 

MR. GASTCfi: You probably recall the letter we bad 
from Vice President Truman protesting that we bad a man 
from California as regional director out in Kansas City, 
and saying we bad better send him back where be came f rom. 
!a a lll&tter of fact, be wasn' t f ran California . TrumaJl 
was mietaken. He ~s frCID Kentuclcy and fol'lllerly lived in--

H.~. JR : ~bat the beck are you going to do? I mean, 
if Procurement is run on a non-patronage basi e, whi ch it 
is, you have got--

MR. GASTON : I hope. I wrote a letter to Bannegan 
to that general effect the other day. I will see what 
happens. 

• I 
.1. 
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H.Y. JR: I was just enlarging on your letter. (Laughter) 

YR. PERLE: It is terribly important that it stay 
that way. 

H.M. JR: I think with the shortage of help you fellows 
have to face it on the Hill . 

MR. GJ.STOO : Jq own feeling is tba t tile preference 
is for .a man who is not acquainted in the community. That 
would be my idea of the prefer ence. 

MR. PEHLE: You have got to weigh thet against every­
thing elae. 

MR. O' C<IiNELL: I have a little different view. I 
don't tllink it bas anytlling to do with patronage, but it 
seems without interfering with your operations you can in 
most cases find the people that you want certainly, and 
possibly, except when you get to the very top guys, you 
can find people who would be adequate to do t he job without 
bringing carpetbaggers into States like Mississippi and 

· Alabama. 

MR. WHITE: You brought an excellent case; anybody 
with iudaent 110uldn't want a New York IIWl in Khsissippi . 
I don t think that same t hing applies to the lliddle llllst or--

MR. PEHLE: In Chicago I would rather have a lawyer 
frcm outsiile of Chicago. 

~ 

MR. O' CONNEll.: Where is IUssouri? lbia ie Middle West . 

YR. WHITE: That was a question of patronage. 

MR. O'CctrnELL: They are alllllixed up together. 

YR. GAS'l'(J(: You had better have a Rtpublican from 
Nebraska or Colorado in Kinneaota rather t han a Republican 
!rem Wlnneapolia placed in Minnesota. 

H.~.JR: .tnd I wouldn ' t eend a Republican frCIII· Karyland 
as an inveatigator down in Bob Dougbton'e district the way 
we did on alcohol tax, either. 
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MR. PEHLE: I wouldn't have the slightest idea what 
Colonel Seymour 's politics are. 

MR. O'CONNELL: I wasn' t thinking of politics ao 
much. In regions involving six or seven States you 
shouldn't have that difficulty. 

H.M.JR: May I remark that every case has to be 
treated on its merits. We are all in t he Government now, 
and we have got to use horae sense . I have got into all 
kinds of trouble with Bob Doughten, and ;you just have to 
use horse sense. 

UR, GASTON : He isn't the only one. 

MR. PERLE: In Atlanta they have a Southerner who 
doesn' t do business exactly like the boys in New York, but 
when he comes up to testify before Senator Stewart 's 
Committee, Stewart practically asks him to sit in the 
Chairman' s chair because they are on such a f riendly basis, 
He has a southern accent and handles himself very well. 

MR. BLOUGH: The important thing is, he shouldn't 
have too many influential business friends in the area 
in which he· is going to operate, 

UR. PERLE : You can 't al•ays avoid that, either. 

H, J.( , JR: Listen, fellows, you are all very nice. I 
am giving you complete freedom, so if you boys go wrong, 
it is your own responsibility. (Laughter) Now, let's 
get on with the next one , 

MR. McDONALD: The next one, Mr. Secretary, is a 
recommendation to send Elynor Roth to Cairo, Egypt, the 
recanmendation CCIIIing fran Monetary Research. She is a 
stenographer at eighteen hundred and would replace Florence 
Wilson who was at Cairo and was transferred to Athena, 
Greece. 

B.M.JR: How old is Blynor? 

MR. MeDOOALD: Twenty-four. 
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H.M. JR: I wouldn' t send her. Get me somebody else. 

l.IR. V1l!ITE: You say you wouldn ' t send her? 

H.W. JR: No . 

WR. WHITE: Because abe ie twenty-four? She is starting 
pretty l ate in life for a girl that is auppoaed to know 
t be fact a of life at twenty-four . ·I don ' t know the girl. 

H.Y. JR: It has to be a<Xnebody over thirty. 

MR. ~RITE: On general principlea you assume a 
W<Xn&D of t wenty-four or twenty-five is not capable? 

H.Y. JR: I have been all through tnia. McDonald 
doesn't know it, but Charlie Bell does. You bad somebody 
else you wanted to get rid of . 

MR. 0' COONELL : Rid of! 

H.M. JR: And I stopped that one. 

Yn. O' CONNELL: I didn' t want that girl to go for 
an enti rely different reason. I was grateful to you 
for a topping it. She waa over thirty, &n.}'ll'ay. 

KR. !LOUGH: Joe was on your side at that t ime. 

MR. 0' CONNELL: Age had notning to do wi tn it. 

H,}f . JR: I am sorry, ell.e will have to be over tnirty. 

MR. WHITE: That is a little unlike you to make a 
ruling of that kind. 

MR. PEHLE: I a that a general ruling? I know of 
other people wno are wai ting fo r foreign aaeignmente, and 
if they tninlc they have to wait until they are thirty--

H.M.JR: How old do they have to be in the Red Croee'l 

MR. BELL: Twenty-four • 

MR. PERLE : I hope our rules are better than same 
Red Crose rules. 

Regraded Unclassified



0 

• 

- 15 -

MR. iMITE: There are many women of twenty-four you 
can trust better than women of thirty. I tnink it depends 
on the individual woman. 

MR. MoiXlULD: The older they get, the more difficult 
they may become . 

. ' ;) 

HR. PEHLE: I don ' t think .he is very sure of hie position . 

YR. McDONALD: I wi!l hold that one. 

H.M.JR: What else? 

MR. McDONALD: The other day I mentioned the matter 
of veteran training. Today I am back on another angle of 
people on military service, lack of uniformity in our bureaus 
with respect to granting leave to wives who want to Join their 
husbands who are on furlough, and so forth. Now, it ~s our 
feeling that the bureaus ehou!d not be too tough on that . 
They shou!d not limit the wife' s time with her husband. 
Sixty days baa been a rather general rule in same of the 
bureaus, but if necessary, in order to assist in the re­
cuperation period, maybe abe should be permitted to stay 
aa much as six months on leave without pay. 

H.•:.JR: Tnat is where the husband .has been incapacitated? 

MR. MoiXlULD: Maybe not that, but just back from over­
seas for a couple of years. 

H. W.JR: I would be just as generous as you think is 
practical. What did_ you say, six months? 

MR. McDONALD: I think it could even go as l ong as a 
year in same cases . 

MR. PEHLE : You mean you hold the job open? Is that 
the real iuue? 

MR. McDONALD: That is about the only one, and you set 
up additional- -

H.M. JR: Discuss it with Mrs. Doyle. I would !ike 
her advice on that • 

MR. McDONALD: Ul right, air. That is all, air. 
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On these things that affect women, I wish 
Mrs . Doyle more . I don ' t think she i s used 

I.!R. McDO!lALD: '&e Personnel Division has been in 
on this . .'ihether or not they consulted her, I don' t know. 

MR • . VHITE : You might throw your twenty- four or over 
problem to her, too. 

H.M. JR : Well, we'll set a chapter for those . 

MR. LUXFORD : 1~ . Secretary, you remember you were 
thinking in terms of having a meeting of t he national 
organizations here on the 20th. 

H.~. JR : Yes . 

!UR. LUXFORD: After consulting with Sta te on t he 
matter, there have been some changes in the procedure which 
are very de sirable changes which woul d requi re a later date 
on that . '!/e are working at this time on a l ater date . 
I take it 1~rch 1 is outside of your plans . 

H. l.!. JR : Inside . 

MR . LUXFORD : All right, inside . 

H.M. JR : \'/ill you t ell Fitz about it when you go out? 

MR. LUXFORD: Yes. 

MR. ,';liiTE: One of the resolutions which Vlere being 
proposed at the Mexican conference was, and I 'll just read 
the important phrase , "t o seek early action by their govern­
ments with a view to bringing into operation the Inter­
nat ional Monetary Fund, the International Bank for Recon­
struction and Devel ovment , and the Food and Agriculture Or ­
ganization of the Un1ted Nations . " That was proposed, and the 
Inter- Departmentar Committee passed it. It was later changed 
to something quite different . There was no mention of t he 
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h1o organizations , and it was much worded down. I mention 
this by l'lay of interest. Those who represented us there 
objected, and the committee restored the original phraseology. 
Ye ascertained upon whose decision this change was made , 
and it was made by Nelson Rockefeller. 

H.M. JR: I am afraid I don ' t get the signi f icance of 
it. 

MR. \Illi TE : '.Vell, 'l1by should Rockefeller have wanted 
to change to eliminate reference to the International 
Monetary Fund and the International Bank and make it "to 
fac i litate the development of economic resource s by stabil i za­
tion of currencies and the provision of adequate financing •• • ?" 

H. ld. JR: Why don't you call him up and ask him? 
You know him well enough. 

l.m • . ,'ffii TE: We changed it back, I thought you might 
( ) be interested in knowing. 

0 

H.U. JR: Why don' t you call him back and ask him 
why the hell he did it . 

JlR . 1'.HITE: No. llaybe I'll find out some day . 

H.M. JR: What else? 

MR. 1mi TE : You remember we talked about the necessity 
of permitting the liberated areas to obtain as much raw 
materials and goods as they possibly ?ould from Germany 
after the defeat of Germany in order to help them to re­
bui ld themselves . There has been drafted w1th the Treasury 
a cable relating to exports from Germany to go to SHAEF, 
and we "ere able to get our view comp~etely across, and the 
cable now is very satisfactory. I ' d like to send it, for­
ward it as it is . 

H.M. JR: All right . 

Ma.~TE : There are a number of r esolutions which are 
being proposed at the International Conference at Mexico. 
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We are going over them. Ne are interested in just a few 
of them, but we are making such changes as are desirable 
from our point of view. You noticed this morning's reports 
on the bill as presented. Times had a very good report. 

Am. LUXFORD: I think your letter did some good. 

H. M. JR: I have bad no answer from that letter . 

MR. GASTON: '.'11\a t letter? 

H. li. JR : Jq letter to Sulzberger . 

L~ . GASTON: Oh, no answer? 

1£ . '.'Ill i TE : '!bat is the best news article on that 
that the 1'imes has ever given us-- the best news, comment, 
and statement of it . 

1m. LUXFORD : There was one phrase in there that 
said that i t was or might be assumed from the timing of 
the Bretton Woods legislation with the Yalta conference 
announcement that Bretton ~oods had been discussed, and 
that might be a tipoff on the Times changing around, 
because they mentioned it right 1n the article . 

!.!R. GAMBLE : I think even better t han the New York 
Times is the Chioafo Tribune story. The Tribune-noes-­
a swell story on 1 • That 1s the only honest story 
I have seen in the Tribune having anything to do with 
the Administration 1n three years . 

H. ll. JR : This is out at St . Louis . 

ldR. GAMBLE: Yes . 

H.1!. JR: It is interesting, isn't it? 

MR. GAMBLE: It was very interesting. 

H.M.JR: A. P. , huh? And they do just the opposite . 
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They put my story first and the New York Bankers' 
second . 

~!R. GAMBLE: A very small story, ·and if you read the 
story through, it is a very factual story. 

H.M. JR: That ' s little--eir.ht hundred words . 

l,ffi. GAMBLE : That ' s rie;ht. 

MR . GASTON: One factor there, Ted, is that the 
Chicago Tri bune covers the Uississippi Valley. They make 
a point of leading with anything that has its ori gin in 
t he Mississippi Valley. 

H.M.JR: I ' ll read that afteMvard. 

MR. "!11ITTE : You know Clayton and I are goinr, up to 
talk to the Senators this afternoon--tne Freshman Senators . 

!,ffi . LUXFORD: Clayton? Good. 

H.M. JR: Joe? 

MR. DuBOIS: I have no thing. 

UR. ilAAS: I have nothinp, important . I am yoin~ to 
see the .':ar Production people this afternoon. They came 
through when I was out of to1vn. 

H.U. JR : I see. 

MR. PEHLE: There is a matter coming up on patents on 
Russian refineries under Lend Lease that is going to cause 
some troubl e, and you ou~ht to know about it at this point . 
When that refinery e~uipment was furnished to the Russians 
the agreement made w1th the owners of the patents was that 
they would get royalties for the first eighteen months 
after production started . The royalty rates were fairly 
low, about half of what they normally would be . Now, it 
looks as though those refineries will go into production 
long after the war in Germany stops, because they haven't 
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gone into production yet , and extensions are bein~ sent 
over there . So Lend Lea se is concerned about our making 
payments covering roy~lties on Russian oil production 
after the war, and they are try in~ to get the owners to 
shift that around, so that they 1nll look to the Russians 
at a much earlier period for the future royalties. The 
Russians say they will pay future royalties but haven't 
entered any contract to do it . 

Oscar Cox suggested we go to the owners of the 
patents and try to get them to agree that we would pay 
royalties on a monthly basis as ~ong as the war with 
Germany continues with an option to continue paying 
them for the extent of the war with Japan. Obviously involved 
is whether Russia would be in that war. That is wholly 
unsati sfactory to the or.ners of the patents, and we are 
acing to have to work out some sort of compromi se. I 
cion ' t !·now 1vha t that 1..-ould be . 

Mr . O'Connell told "Senator ~ers and Senator Guffey 
about the Philadelphia thing, and Senator Y,yers promptly 
announced what we thought would happen, so it is out , and 
I'll send through a letter replying to Hannagan. 

H.M. JR: Oh? 

llR. PElfi.E: On opening of the Philadelphia office . 

The other matter , which is the one I asked to see you 
about with !Jr . O'Connell and Mr . McDonald is a rather 
complicated, nasty, personnel matter over in Procurement 
which I'd like to have you know about at least and get 
some vi ews from us. Could we stay behind for a few minutes 
to discuss it? It wouldn't take very long, but I'd like 
you to know about it. 

H.U. JR: I wanted to take advantage 
fellows to do some Bretton Woods stuff . 
reason-you couldn' t discuss it now? 

1ffi . PEHLE: I ' ll go along with it. 

of these other 
Is there any 

MR. O' CONNELL: There is no reason why it couldn't be 
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discussed here except that it is complicated and would 
take the time of the entire eroup . 

H.M. JR : I ' ll tell you what let ' s do . I want the 
Bretton Woods peopl e to st ay behind . You stay a minute 
and I ' ll come back to you, I~ won't take t oo lone. I ' l l 
excuse those people . 

!.!R. PEHLE : Tba t ' s all I have . 

MR. BLOUr~ : Yesterday I went through the Processing 
Unit in Ne1v York that nuts the income tax returns and 
the employers ' withholain~>' receipts and other documents 
together and then schedules the refunds on the individual 
income tax. I suppose you have heard about that unit a 
good deal . They have eot about uventy- five hundred people 
there . I may want to mention tomorrow at our meetin~ 
one or two things about it, but the matter of interest 
on race rela tions you may be interested i n there . 

It is cl er ical work, and they recruit l ocally. They 
have about twenty- five hundred people in two shifts, and 
about two thirds of them are col ored, and the man who is 
running the unit says they get along just fine , that they 
are a very much higher type in ability than the colored 
help in this nei 11hborhood, and he attributes it to the 
New York Schools and lfew York education, and that the 
local IThi te and colored eet alon!? very well, and in many 
cases even go out and eat together. 

The only t rouble they have had has been from a few 
people in the South who have moved into New York and then 
rot jobs there . Jt is in the field , A'Jl' . Secretary, and 0 

they have recruited locally, and they have been obliged 
t o discharge two or three of them, because they 1vere fomenting 
trouble, but on the whole it is working out very well. 

H.M. JR : That ' s good . 

~ffi . BLOUGH : That ' s all I have. 

H. V.. JR : Ted? 
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UR. GALffiLE : In addition to this story, Mr . Secretary, 
the Chicago Journal of Commerce gave very good treatment to the 
St . Lou1s affa1r . 

H.M. JR: You are collecting that stuff? 

!ffi. GAMBLE: We are collecting all of that. 

H. !•. JR : I spoke to your people last night and told 
them how plea sed I was at the publicity, and particularly 
on t he radio. It is amazingly ~ood . 

MR. GA!!BLE : They are doine t he same kind of a job 
on the Sunday operation. 

H. J.!. JR : I ' m kind of worried, t hough. I want to 
see '~hat the ·script is. The only thing they have told me 
is so far it's ~iss Lillie and myself. Otherwi se I haven't 
heard anything. 

MR. GAli!BLE: I got a report on that. 

H.M. JR : That' s putting the carrot before the donkey . 

MR. GAMBLE: I haven ' t seen the script . 

MR. GASTON: You are speaking about--

Jffi. :,'HI'!'E : I wasn 't sure from what you said who was 
the carrot and who was the donkey. 

H.M. JR: I was referring to myself as the donkey. 

MR. GU!BLE : I expect Levy had his finger in that. 
He will he in today . 

H.M. JR: I ' d love to see it. I want Gaston to see 
it. 

UR. GASTON: I asked Tom Lane yesterday afternoon 
about it, and he said they would have a draft this morning. 
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H.M. JR : I've been up against those peopl e before, 
and at the last minute they say you can't change it. Just 
a little Benjamin Franklin is what I get . 

UR. GAMBLE: I saw the rough outl ine of the sugges­
tions. It was very good. I don' t know how far they have 
gone along with it . I have not seen the script . 

MR. GASTON: They were to have a draft in today. 

MR. LUXFORD: Can't I get a peek at it, too , and see 
if we can't ge t a plug in there? 

H.M. JR : \'lhite wants to call out, "Extra! Extra! 
Bret ton Woods f or sale! " 

MR. ,'r1JJ 'TE: "Buy your lots in Bretton 'floods! " 

llR. GAJ.!BLE: We had about two hundred payroll people 
from the Middle '!lest yesterday in Chicago, and in addi tion 
we t r ied something new, 'Ne brought in representatives 
from the fifty largest firms in Illinoi s, so they would get 
at the same time our payroll people got it, the idea of 
stepping the E Bond goal up and extending the period , and the 
reaction was very good. We had people fr om Chrysler and 
General Electric, General ~otors , Bell Telenhone, and 
big companies that employ thousands of people , and we got 
a very enthusiastic reaction to this suggested four billion 
dollar goal in Chicago. 

That i s all I have this morning. 

MR. O' CONNELL : If we are going to discuss Bretton Woods, 
I haven' t anything except to mention that I sent you a memo 
yesterday on the Chase Bank which I assume you got . You 
spoke to me on the phone yesterday morning about the Chase 
Bank case. 

H.Y. JR: Oh, yes . I got that. 

J.!R. 0' CONNELL: Herbert and Irey and Nunan aDd I had 
a short talk and I sent you a memo on that, too • . Maybe 
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Herbert he.s. 

LIR. GASTON : I think you' ve had the whole story on 
that . One thing--are you throu~h, Joe ? 

).ffi . 0 ' CONNELL : Yes . 

l.fR. GASTON: One thing I had was the decision of 
the Circuit Court of Appeals in New York on the Ginsberg 
case . You perhaps reoember the FBI arrested one of our 
revenue agents named Ginsberg. 

H.M. JR: I don't remember too well . 

Mn. GA STON: And t hey subsequently raided his apart­
ment and found seventy- nine thousand dollars there and 
picked up that and various other pieces of evidence . The 
Circuit Court of Appeals has just decided that it was 
an unconsti tutional and illegal raid and nullified practically 
all evidence of the FBI on that case. i'ie had been preparing 
to gi ve to t he District Attorney, at his request, a list 
of other cases that Ginsberg had worked on. Now, since 
this case has blown up, as our men suspected it would, 
we probabl y won't want to give them any list of individual 
cases . ·:le 110uld prefer to \fOrk it up ourselves . 

H.M. JR : How about my writing a friendly letter to the 
Attorney General saying that in the future i.f he 1rould let 
us develop our own cases, maybe they wouldn' t be thrown out 
of court. (Laughter) 

Am. GASTON : 'Jhat ' s the way we feel. Jim 1/.cGranery had 
called up Joe yesterday, and we invited him to come over 
here . 

MR . O' COMIELL: The last time we wrote to the Attorney 
General was in answer t o a letter from the Att orney General 
asking for some tax information. The Attorney General wrote 
you in ~y, after an exchange of letters on the general 
question of the right of the FBI to investigate our revenue 
agents. It was discussed, but without much success. On 
Uay 20 the Attorney General wrote you--this was after t he 
Ginsberg case had been broken, while they were trying to 
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complete the case--and asked for tax returns referring 
to the Ginsberg matter in connection with official in­
vestipation of the ?BI , and you wrote back recalling that 
earlier you had had some corre spondence with them, and in 
May you suggested he come over and have lunch, and he 
replied he was too busy. That was 11hen the J.!ontgomery .lard 
thing was up. You said you would be glad to discuss the 
matter, but pendine such a discussion, you did not propose 
to comply with the tax request he asked for in the Ginsber~ 
ca se. 

H.M. JR : You think over 1vhat I said. 

MR. 0 ' CONNELL : '.'le are going to see l.lcGrnnery. I 
suggested we have him come over . We have the FBI and 
the Department of Justice in a very uncomfortable position. 
It is a question of ho11 much you want to do about it. 

it . 
H. ~l . Jit : Follow up that oorrespondence . Think about 

MR. o•cormELL : They haven ' t lost the case finally yet . 
The only qualms I would have about telling them anything 
of that sort is if they lose it and can possibly say it 
voas because, in part because we did not give them complete 
cooperation after the fello11 had been indic ted. :ie might 
be a little vulnerable , but we mi~t be able t o make a 
deal in which they would compl etely agree with our general 
position at the price of some slight cooueration in the 
Ginsberg case, but that's up to tw . Ginsberg. 

ldH. GASTON: 'lhls is the second case I know of where 
the FBI has messed up an attempt to convict a revenue 
a~nt . In the other case ~e took the t hing over and con­
Vlcted the man, and in this case it looks like the same 
thinr is going to happen. 

MR. O'CONNELL: This case has not been tried. 

~. JR. : I am going to have to stop now. 

MR. BELL: I forgot to tell you next '.'Jednesday there C) will be a debt hearing, and I assume you don' t want to go. 
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H.!A. JH: '.'/hat's this? Are you familiar with t his? 

.L!R. O' CONNELL: Not t oo familia r , but Mr. Pehle has 
the fact s. Am I right, John? 

lllt. PcHLE : I am sure I hsve the facts. 

H . l.~ . JR : I can ' t t ake the t ime now. 

MR. PEHLE : We can wait until later . 

H. "!. JR : Does it have t o be done today? 

tffi. fEHLE: It can wait until tomorrow. 

H.~. JR : I want to do this , if it doesn't have to be 
done today--

MR. PEHLE: 'Ne'll wait until tomorrow. 

H.M. JR: I can--you feel I ought to know about it? 

llR. PEHLE : Yes . 

MR. O' CONNeLL : You will hear about it from some 
quarter, anY'oVay ' and I think you ought to eet the facts, 
because I think you can' t--

H.M. JR: Is t here some mfStery about i t ? 

Affi. PEiiLE : No. We have a difficult personnel case . 

H. I.• . JR : Who is the person? 

MR. PEHLE : Altiere. He is causinp trouble all 
over the Hill and going up to all sor ts of members of 
Congress spreading a lot of stuff about Procurement Division, 
and his ca se is now pending at Civil Service Commission. 

MR. O~CONNELL : 
and he is now--

They had recommended his di scharge, 
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MR. PEHLE: .ve told them we discharged him once, and 
then he appealed. 

H .~ . JR : Altiere ? I never heard of him. 

l.ffi . PEHLE : I know. 

I.!R. 0' CONNELL: There is no reason why you would 
have, but when I said you will, it is a by- product of--

H. M. JR: Did you know about the ca se? 

MR. O' CONNELL: Yes . John has talked to me about 
it in the last couple days. 

H.N. • .m: Ten- thirty tomorrow- -and you better familiarize 
yourself in the meantime. 

~. l!cDonald : I will . 

Wt. BLOUGH: You have a tax meeting at nine- thirty 
still? 

H.M. JR: I had forgotten about that. You are down 
for thirty minutes . 

J•.R . BLOUGH : I guess we can do it in thirty minutes, 
but please don't cut it to f if t een. 

H.M • .B: All right. 

Now, I want Bell, and Luxford, and White, and Gamble, 
and l.!r . O' Connell and Mr. r.e.ston to stay on Bretton Woods, 
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Present: Yr. D. W. Bell 
Mr . Gaston 
Mr . O' Connell 
Mr. flhite 
Mr . Gamble 
Mr. Luxford 
l.!r . Feltus 

February 16, 1946 
10 :15 a.m. 

H.M. JR: \',hat happened last night, Harry? Did you 
continue the discussion after you lef t my room? 

MR. WHITE: Ob, yes . 

H.M. JR! I want to pick up the threads . 

MH. WHITE: We discussed a number of persona . There 
was unanimous agreement that it would not be desirable 
to have the small Middle ~.est banker head up the organiza­
tion . It would be better to have sane outstanding business­
man, thougn tile banker could well be on a c~ittee . 

(Mr. Feltus enters tile conference.) 

.LIR. \\l!ITE: The defini te recanruendetion which we 
ended up wi th we e Mr. Feltus wa s going to speak to you 
a bout calling a meeting thi a morning with 11r. McConnell 
and Mr.--

H.M.JR: Mr . Feltus is here; he can speak for himself 
and it 'llill aave time. 

MR. FELTUS : J.!r . \;layton, A!r . Acheson, and Mr. 
McConnell would sit down with me and discuss •aye and 
means of getting two people who would be effective . 
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H.W. . JR: You don ' t know whether Mr. McConnell is 
for this? 

MR. FELTUS: I don ' t knoT/ Mr. McConnell . That was 
somebody else's suggestion . 

}.{R. \VH!l'E: I had assumed he would be. 

:MR. 0 ' CONNELL: Why would you assume he would be for 
it? I am not sure. 

MR. GAS~i: You would have to sound out McConnell 
first . 

MR. WHITE: The reason we wanted Dean Acheson was 
we wanted wherever it wa s rossible to relate this thing 
with Dumbarton Oaks, and w th t he Yalta Confer ence, and 
Clayton has indicated be is for it and would know a lot 
of businessmen . I thought McConnell--it never occurred 
to me he would be--

MR. O'CONNELL: You would have t o talk to him, 
because he has got a lot of interests in New York, and 
he is friendly with a great many people whose interests 
may be different from ours, and I want to be sure he will 
play ball with us . 

H.l:. JR: \','ha t I was thinking about during the night 
was thi s : The only difference is whether I could get 
hold of Acheson and Clayton and Vinson, and maybe Ec cles 
for luncn either tamorroY: or Yonday and put this thing 
up to tha~ group. 

llR. FELTUS: That is a good idea . 

H.M. JR: See? I mean, the members of the delegation, 
not the Congressional members, but the rest, and if' we 
did it Monday, Brown would be here, you see. 

MR. GASTON : I think it is desirable also that you 
have a talk yourself with Bernie Baruch and see if we 
couldn' t get his help. 
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H.M.JR: This is all very sweet. These people come 
along with this stuff nov1. I can ' t humanly do it. I 
wanted to do this t hing; I wanted to invite businessmen 
up to Bretton Woods and have them go on the radio and 
explain t he thing. I ca.n' t do thi s thing and have it all 
dumped on me . I just ca.n't do it, that is all. The time 
to have done this thing was last summer, or a year ago. 

~fR . GAS'l'ON : If Baruch were with us, he couli1 be a 
lot of help . He is too big for anybody else around here . 

H.M.JR: This hindsight just gripes me unbelievably . 

MR. BELL: Can you include Clayton in t hat, too? 

H.1'.JR: It is perfectly obvious you would have to 
have a business group, and t he t ime to have consulted them 
v1as as we went along, and there is a human limit to what 
I can do • . I can ' t be speaking all over the country and 
at the same time hanging on the telephone . 

Now, I have the ABA fo r lunch TUesday . I am free 
Monday. I could have the American delegates who are 
i n town on Monday for lunch and put t his up to them and 
let sane of them help me . I a.ean, this isn ' t directed at 
you, Mr. Gast on . 

!ffi. BELL: And have Clayton in addition to the 
American delegates . He isn ' t an American delegate. ~hat 
is he? 

MH. O' CONNELL: No, he was asked, and he didn ' t-­

H. LI. JR: I cou.ld invite Clayt on . Cr owley ia a 
delegate . 

MR. LUXFORD: Without Congressional delegatee? 

H.M.JR: No Congressional delegates. 

-:o 
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MR. FELTUS: May I suggest that you keep it as 
small as possible because you want these people to be 
fairly intLmate in their recommendations? 

H.M. JR: They all know. The delegates are J\:r . Brown , 
Mr . Vinson, Mr . Acheson, l!. r . Crowley, and Mr . Eccles . 

MR. FELTUS : Yes . 

H.l! . JR: See? 

lffi. FELTUS: Can you trus t all of those implicitly? 

H.l!. JR : How long have you been around \\ashington? 

Am. FELTU5: I was going to suggest that you leave 
out Eccles . 

H.M.JR: You can ' t do it . 

MR. FELTUS: If you have an intimate luncheon not 
as delegates , but on an individual basis--

AIR. GAS TOO: I think t he only hope of keeping 
Marriner steady is to include him. 

H.l! . JR : I agree with you. I feel, like uer bert, 
that the way to keep Marriner steady is to keep him on 
t he insiae . 

MR. FELTUS : \'.hat I am afraid of is that sanebody 
in that group ma7 say t his is not the nay to do it, and 
they will begin to f ind a new way and we will have to 
start all over again . Thi e may not be the only way, but 

. we have so l ittle time, and we have to do something. 

H.M. JR: We will start with the delegatee . Do you 
want Mr. Brown there? 

.llR. FElTUS : I thinlc he ·should be there . 

H.~ . JR : Do you want Yr. Acheson there, and Crowley? 
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ldR. FELTUS: The t I can't aay. 

UR. LUXFO~D : Crowley has helped on the Hill . 

H.M. JR: He will be very helpful . 

MR. FELTUS : Is he behind this thing? 

H.M. JR: Like all these f ellows, ir you have th~ 
in i t is l ike talking about--if you leave them out , you 
don't kno~ what damage they will do; if you invite th~ 
in , they may be of help. 

UR. BELL: Vinson--
' 

H.M. JR: Vinson is certainly helpful on the Hill . 

MR. GASTON Will Clayton? 

H.M.JR: And you have got Eccles . Now, we have · 
got to depend upon Ecoles and the Federal keserve Sank 
Presidents. He is terrihly important. I don ' t want to 
leave Eccles out no matter what Brown says, and I wouldn ' t 
take Brown one hundred percent on that, either. 

out. 

MR. LUXFOKD: They don 't like each other very well . 

MR. VoHITE: I don't think you should leave Eccles 

H.M.JR: Crowley, Vinson, Eccles, Clayton-­

MR. FELTUS: May I make another suggestion? 

H.M. JR: P~eaae. 

'1m. FELTUS : .h much u is poaaible you ought to 
try to restrict their diacuasiona to this point of organiz­
inf the businessmen' s committee, ~ecause t hose brains 
wi 1 start wandering all over the lot. 

~ .W . JR : I will be delighted to let y~u present the 
case. 
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YR. FELTUS : I don ' t know about that . 

H.M. JR: What? I think you snould. I could do it 
5aturday. I will do it Monday, because I don ' t think 
you can get them together on such snort notice . 

llR. FELTUS : I think it will be splendid if we can 
get them . 

Am. WHITE : I think that should be done . The quicker, 
the better . If you can get them Saturday, it shoul d be 
Sa turd.ay . Every dey counts . 

H.M. JR: We cen have it Saturday. I don ' t care. 

UR. BELL : It i s all rignt, I think, 

H.U. JR: Herbert? 

MR. GASTON : Monday is better than Saturday. 

H.M.JR: I don't think you can get them together. 

MR. BELL: Brown will be here tocorrow and will be 
here until Sunday, won't be? 

H.M. JR: Vlha t? 

YR. O'CONNELL: I would say Monday without any effort . 
You will have trouble getting more than three or four of 
those fellows . 

llR. VIHI'fE : Do you want to get J.!iss Newcomer down to 
give her a little moral support? She is working on the 
women 'a f r ont . 

H.M.JR: That is an excellent idea . 
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MR. F EL'IUS: That would make Bro1!II sore. I forgot 
to tell you that yesterday. He brought that up and 
said you weren't to invite J.liss Newcomer to the conference, 
an~ they thought it was utterly ridiculous to bring a 
woman into this thing. 

MR. LUXFORD: She won't come, an~ay. I think she 
is out on the West Coast . 

MR. WHITE: She stands very high among women' a 
organizations; I don't understand why, but she does, 
and she is bringing them along. 

~1t. GASTON : He is a misogynist . 

H.!!.JR: Who in the roan wants to come? Who in the 
room should come besides Feltus? 

llR. \'.RITE: It is my opinion nobody should be here 
but Mr . Feltus . 

H.M. JR: You are a delegate . 

MR. ~nlTE: I wouldn't have anything to do; Feltus 
has it. 

H.ll. JR: No, no, no, you are a delegate. 

YR. \'JIITE: It ie unimportant either n y to me. 

B.Y. JR: I think there should be ihite, Bell, and 
Gaston. 

MR. FELTUS: Someone may bring up some technical 
guestion . 

H •. M. JR: On, Joe 0' Connell. 

MR. 0'C0Nl~LL ; If the purpose is the Businesamen'a 
Committee I wouldn' t contribute anything. If you follow 
the agreement today that Mr. Feltus is hopeful of, I 
wouldn't be of any uae in getting up people, that is all, 
but I will al•ys cane if you want me to. 
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MR. BELL: If you want to keep it small, Mr. Secretary, 
you ca.n cut me out. 

H.M. JR: Let's leave it as it is . It is going to 
be on the organization of the businessmen ' s group. 

MR. 0' CONNELL: Well , that i sn ' t of any pa rti cule r 
interest to me. 

H.lf. JR: All ri ght . I would like Gamble there . 

MR. r.HI TE: Y w want 'l'ed there? 

H .~ . JR : Yes, I ~ould like Gamble . 

~'R . GAMBLE: I think it would be a mistake for me to 
be t here. You know how I feel about helping on Bretton 
Woods. I am delignted to do everytning I can, but I 
wonder W.Hither you v1ant' to bri ng up t he rEllati on of war 
bonds to Erettou Wood s. · 

MR. 'GASTON : The only one it would affect would be 
Ned Brown . I don 't believe it would occur to anybody else. 

MR. GAMBLE: I just mentioned it . I am not sensitive 
about it. 

H.l!.JR: If you are worried, say so. Are you 
worried about your organization? 

MR. GAJ.ffiLE: No, no, no. 

H . ~I . JR: Anybody want to rais.e it now? 

MR. GAMBLE: No . As a matter of fact, we had a very 
interesting discussion . I would like to stay behind a 
minute and t ell you about it . I t was on the St . Louie 
meeting with our people . I have a suggestion or t wo from 
the people. 

H. M. JR: That is just the point. If they begin t alking 
of different people, you can say, •r can get tbat person . u 
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MR. rdtMELE: This delegation might get John Stevenson, 
who I think is one of the beat men in the country, to head 
up this organization . That is just my own personal opinion . 

H.M. JR: He is an excellent person. 

MR. FELTUS: He is always very close to Brown . 

MR. GAMBLE : We have checked him out a little bit . 
He would be fine i f enough pressure were put on him . 

H.M. JR: If hilson Bro~n doesn't like it--I think you 
have overlooked a couple of tnings . well, I just wanted 
to keep this thing rolling, and I t hink you have done t hat . 
I am available, and i f s anetning canes up on Bretton \',oods, 
let me know. 

L!R. 0' CONNELL: Have you a couple more minutes to 
spend on Brett on Woods? Generally, I thought "e ought to 
mention t hat the legislation having been introduced, t he 
question immediately arises as to hov1 much we shoul d push 
the hearings, or whether, as has been suggested, we should 
attempt to slow do~n the process a li ttle bit . I am per­
sonall y very much opposed to the latter for a couple of 
reasons . The other day--and thi s is a li ttle collateral-­
theColmer Committee on p:>at-war problems in the House 
scheduled hearings on f oreign trade, but with sate emphasis 
on Bretton Woods, for the 28th of this month. Harry got an 
invitation to go do~~--Golcenweiser, Burgess, and--

l.fR. WHITE : And John Williams . 
MR. O'CONNEU : I knew Burgess 

told me, and I went to see Spence . 
gone donn the day before . 

and Hemingway, so Harry 
The messege bed just 

Spence was quite agitated about it and didn ' t know 
what t o do, and I took him to Sam Rayburn, end he has under­
taken to see Co1her end ask him to lay of( any hearings 
involving Bretton ~ooda in view of t he fact that the Banking 
and Currency Committ ee is about to t ake up the same subject. 
That is the legislative canmittee. That 1s a little by­
product that would indicate that the longer ~e wait with 
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the Commi ttee, the n.ore 1\e are apt to g et mixed up !fith 
a lot of other things, including OPA legislation, and 
Export- Import Bank, and other things that come before the 
Banking and Currency Commi ttee . I t seems that i f ~e coul d 
agree whether from sowe points of view t here will be enough 
of a fire built under it f rom the public standpoint or not-­
there are considerations that would make it desirable if 
t he committee would be prepared to hold hearings starting 
e week from ne ... t Monday or Tuesday; we ought to be pre­
pared to go ahead at that t ime, t oo, the 1st of !.:arch, 
becauEe t he longer you ~ai t--there is no ~ay of kno~ing. 
If the war is over and the.t start OPA hearings t hey move 
six weeks after hearings i f t he war with Geru.any is over • 

• 
~~. GASTON: You are one hundred percent right . 

MR. O' CONNELL: There may be no issue at the moment . 

MR. WHITE : The gains outweigh the losses, I think • 

.MR. LUXFORD: The more recent reason for that is 
the fact that they are tying Bretton Woods up to the 
Crimean Conference--we can ride t hat tide a litt le bit 
further , I believe . 

L!R. BELL: Isn ' t t he George Bill likely to be committed 
toaay? 

Lffi. O'CONNELL : I don 't think so. 

MR. HELL : Don ' t you? I saw some Congressmen l ast 
night and they thought it had been licked. 

MR. O' CONNELL: That is the same Bill, the 192. 

f 
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BRSTTotl r.OODS 

Present : Mr . Gaston 
~!r . O' Connell 
Mr . Whi te 
Mr . Luxford 
Mr . Feltus 
Mrs . lfcHugh 

February 16, 1945 
2:00 p.m. 

H.}l.JR: Harry, I knov1 you have to leave in ten 
minutes so I will talk very fast . What I am going t o 

-

say is you will have to protect me, because ! have never ~ 

had any man--where does Feltus keep himself? 

Am. LUXFORD: fie has an office on the fourth floor . 

H.Af . JR: Get him a little closer , 

MR. LUXFOHD: I would like to have him a little 
closer , too . 

H.hi. JR: Give him Sullivan ' s offi ce. Anyway, you 
have got to protect me; Vandenberg is very frank, saying, 
"You can ' t coun t on me at sll -- " 
. 
"' MR. LUXFORD: Vvno is that? 

H.M. JR: Arthur Vandenber~-"for lunch. And I will 
tell you why. I tried to follow this thing for a couple . 
of months, " he said, "and it is just too damned compllcated. 
I t i s a terrible thing to say, but I am busy end we have 
divided this t hing up under Republican organization, and 
this is Taf t' s bomb . Chances are t hat I most likely will 
not take the trouble to learn it, and it will just involve 
Taft . I will be very frank wi th you. Bob Wagner never 
was any good, and he isn't worth a damn . The t hing you 
have got to do is get some Dmnocrat who knows this thing 

• 
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who is not going to ask you where Barkley stands . But 
p;et some Democrat that really knows this thing an d who 
.,;ill make the fight . Otherwise, you are sunk , " He repeated 
that WRgner never was any damned good . And in going over 
people be was just marvelous . 

He said the best bet we have is Hurdock . "\',hen 
you lose Maloney you l ose somebody, " but Ylben you lose 
this other Democratic Senator from Michigan--be said V.aloney 
was a terrific loss. "The only bet is, you have got to 
get somebody who real l y knows t his." He went overs whole 
list . I didn't reali ze we have got t wo Democrats and one 
Republican. 

MR. 0' CONNELL: We are not concerned, 

H.M.JR: You go over that list , 

He said, "lve bad a meeting this morning, and Tie 
fellows are sore as hell . ~~t right have you got to 
educate a lot of young Senators up here, and worst of 
all, convince them? It is unheard of, outrageous ! We 
v,rofessionals object . We don't like it. Why," he said, 
'having a lot of Republicans sit down with Democrats and 
sit down with enemies! The worst of it is , you are making 
head11·ay. " That is his line, but be said t he fact that we 
had it in the House would help a lot . He said, "This ia 
one piece of legisl ation where for t he first time r,ou may 
be able to sway somebody on the Floor , " He said, ~e 
are going to go to school on the Floor~ and normally you 
can't swey anybody, but maybe you can . ' 

1ffi. 0' CONNELL: You mean on the Floor of the Senate? 

. H.M . JR: On the floor of the !:ienate, and, therefore, 
it is t erribly important t hat you have some one Democrat 
who really knows this thing. 

MR. LUXFORD: Pepper will, but-­

H.l!. JR: He us in on it. 
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MR. GASTOO : Vandenberg is terribly dumb on financial 
matters, mathematics, and social security . He has made 
the most ridiculous statements on that. 

H.J.f . JR: A man couldn't be more honest than he Ylas , 

and he said, "This is Taf t's bomb . " 

I said, "Vthst about Charles 'l'aft? He i s with us. " 
Well, maybe that is the reason Ro'!lert is against us. 

He said, "Robert considers himself the anchor of 
the family and Charles Taft the dreamer. But," he said, 
"Taft is going to be your trouble. Frankly, you are skating 
on very thin ice . It is too bad that Dumbarton Oaks didn't 
come first . " &t he said, ''You are on very, very thin ice ." 
You have got to protect me. • 

"The thing t ha t bothers me," he said, "and it is very 
easy to encourage tne thing, is tnat someone comes up 
on UNRRA, somebody else fo r Lend-Lease and v.ants this, and 
somebody else wants that," an d they sit back and say, "Y,y 
God, how much does this all add up to?" Ana then you 
begin to worry. 

Now, it sounded an awfully lot like Bernie Baruch. 
And to do all this--he said, "It is very easy to encourage 
that kind of thing. I can sit back and it would be very 
eaey for me to worry about that . " For some reason he is 
awfully sore at the Russians . It seams that the "Worker" 
is running a series of articles against him. I don 't 
know, but be is down on Uncle Joe, and he thinks that 
that whole Polish oosiness over there was nry oad. I 
didn't want to get in on the discussion, but the net result 
ia thia, I think, that we have got to get enough people 
in both the House and the Senate who know thi s thing and 
get on the Floor and talk, and my God, when you look over 
that liat--I left it downst~irs--of that Sanate Banking 
and Currency Committee, it i s terriblel You have three 
silver Senatore, and if we did nothing eue oot get them 
and t ry to sell them what we have done on silver, but--

MR. WE[TE: You have got a chance to go to the 
silver Sanators right away, any ttme you like, on an 
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important matter . India is asking for two hun dred million 
ounces of silver . 

H.U. JR: We had better do it when we have something 
they like . 

MR. V.HITE:· They should like this . He se.id, "India 
will have to buy tr.o hundred million ounces of silver 
in the next several years to pay you back. 

MR. GASTON: That old book ian ' t good. It isn't up 
to date. 

MR. O ' CO~~ELL: This doesn't change . 

H.Y.JR: 1bis is all right , but you see-­

MR. O'CONNELL: h Fulbright on it? 

H.A!. JR: No. You have got Y.agner, Glass, Barkley, 
Bankhead, Maloney, · Radcliffe- -Radcliffe v;ould help . 

MR. WHITE: Radcliffe might be-­

H.M. JR: Clark of Idaho is sick. 

MR. r~STON : He was defeated and is out, Clark is . 

H.M. JR: Abe Murdock of Utah is the one he said, 
but Maybank is no good. Scrugham, McClellan of Arkansas--

MR. GASTON : Scrugham is sick, I think . 

H.L! .JR: And he said aJtler of Nebraska. Do you 
lmo.- 'where he stands? He referred to Arthur South­
American-Business Capper-- just what Taft wants . Buck 
is married to a Dupont, so you know what to expect. 
And Hawkes of New Jersey would do what New York bankers 
tell him to. That is the way he talked. 

MR. O'CONNELL : That is very realistic . 

'1 
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!JR. WHITE: Everything he sai d is true. 

YH. GA5T0ti : It is wore than Brett on Woo as; it is 
the whole line which Vandenberg himself shares, the 
isolationist line of being dot.rn on Russia--

H.M. JR: ... and enlarging Germany, and so forth . 

How much time have you, Hury? 

MR. O' CONNELL: I t isn ' t entirely isolationi am. 

MR. WHITE: Did he think it was wrong to see freshmen 
Senators? 

H.LI ,JR: No, no, he was amused. He said "Everybody-­
the Republicans are sore, • but t he reason ie we made head­
way. We have been successful. And he said, "\'rny, this 
can' t go on, sitt ing down with Democrats . It is unheard 
of !" And t hen he said, "And convincing them!" 'l'hat is 
what burns them up . They will get some of the other 
fellows down, I am sure, after a while . They know what 
is going on . I am sure you are on the right track . The 
other thing is, you take e. f ellow, and what you have got 
to do is this: Any time you ~ant togo--wherever you go, 
you want to go no~. You had better go. 

MR. WHITE: Yes . I have another minute . 

H. M.JR: I want to start on another thought . 

'') 
~. 

l!R. WRI TE: All right . The New York State Bankera ' 
r eport ie of a different caliber than the ABA, a much more 
effective report, a much better job, and a much more difficult 
one to contend with. It i s equally wrong, but they make 
a much bet ter presentation of their 6ase t han the ABA 
report does. 

(Mr. White leaves the conference . ) 

t..'R. GASTON: VIe had better think of some Republican 
Senators, too, and one of t hem i s Joe Ball of Minnesota. 
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MR. LUXFORD: They tell me Ball doesn't swing any way 
with the Republicans now. 

H.M.JR: Any time anybody makes this suggestion, it's 
a vote . 

MR. GASTON : He can swing people on the merits. 

(Mr. Feltus enters the conference . ) 

MR. GASTON : I mean on the merits he can swing people . 

H.M. JR: You tell him Wbat I have been saying in the 
last fifteen minutes . 

Vandenberg has been very confidential , and ~e have 
to keep his confidence . What I YOant you people to do i's 
this : These small bankers, whatever they call themselves, 
would come t hrough, see . You take, for instance, Mayoank 
of Sout h Carolina . I don ' t know how much influence this 
group has down there, but let ' s say for example they have 
some . And if Maybank heard f r om that chai n, of' 1'1hich 

WBAlli is head of, I don ' t know what we can do . There are 
twenty•two banks in that chain, and you might get Maybank'a 
vote . 

Now, t he point is, I am more interested--! will let 
you worry about your committee, you see. You take our 
State Chairman for South Carolina . I can ' t think of bis 
name . He happ~ to be Baruch's lawyer, and be is the 
\lar Bond Cha1rman . Now, there would be a fellow to go 
after . He has more influence than just South Carolina , 
too . Make a note of it, the State Chairman for South 
Carolina, see, for lar Bonds . He coul d influence a 
couple of Stat es around here, and I am very much interested 
in this small banker group, because, after all, they are the 
people who a re going to put Wal lace across, t he liberals . 
He didn ' t go t o big business . He is going to ao it in spite 
of i t, and I am going to let Feltus work with big business 
groups, and I am goi ng to concentrat e on t ne ot her until--

MR. FELTUS : I think you ought to have both. I t is- -

Regraded Unclassified



0 

0 

- 7 -

B.ll.JR: You keep pecking any, and I will give you 
all the help I ca.n. 

MR. FELTUS : All right . 

H.M.JR: I will give you all the help I can . 

MR. FELTUS: Incidentally, I might take exception 
to your statement about ~llace . If he wins, he is going 
to win an awfully weak victory. Remember, he is not 
getting the lending agencies . 

MR. GASTON : They never were really in ~ommerce; 
they were added to Commerce so Jesse Jones could keep 
them, and for no other purpose . He is getting what Commerce 
always was. 

MR. FELTUS: His battle originally was predicated 
on the whole thing. 

MR. GASTON: Yes . 

H.M.JR: Well, anyway, I will get--! just want to 
get over what this man said, and sometime before I go 
home I want to have another talk with you before you go 
west. 

l!R. LUXFORD: All right . 

B.M.JR: You have this thing straightZ DuBois is 
not around; he is in the armed services . 

MR. LUXFORD: DuBois called Barry today. 

H.M.JR: I am not sure he did. 

MR. LUXFORD: Waen't that fuBois who called this 
morning? 

MR. FELTUS : lbat is who it was supposed to be . 
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It isn ' t this man who is in this letter that 
Harry wasn't sure , 

MR. FELTUS : lie said, "Thi s is Ben DuBois." He called 
from Minnesota . 

H.M.JR: He is in uniform somewhere. 

MR. FELTUS: He called f rom Minnesota. 

MR. GASTON: That ~a where his home is. 

H.M.JR: But the fact t hat t hey are having it in 
St . Louis--what is t he name of t he other man-- t he two 
men I gave you? 

~m. LUXFORD: Galloway, or something like that , 

.Mlt. FELTUS: I don't remember, but I have it. ~uld 
you like me to get it? 

H.M.JR: No, but the point is , this other man--

MR. FELTUS: Gregory . 

H.M.JR: •• • was the acting head of the Independent 
Bank while DuBois was in t he armed service. 

MR. FELTUS: Dudois was mentioned. Gregory said he 
would be there; there would be five people there . 

YR. GASTON : ~ recollection of DuBois is that he 
is Executive Secretary of the Independent Bankers, and 
probably Gregory is President. I have an indist inct 
recollection. 

H.A!.JR: DuBois is head of it. 

MR. FELTUS : That can be a very pow,erful thing. 

H .~.JR: I think we can, especially through the 
Northwest and South. Now, another f ellow-- ! don't know 

' I , ) 
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if he is there, but it is the f ellow Ted Gamble mentioned, 
the new Senator from--

MR. LUXFORD: ••• Oregon, We,yne .Morse. 

H.U. JR: Sure . 

Affi. GASTON: Yes , yes . He is here, but there is 
another instance of a man who personally carried some 
weight . 

H.M.JR: Yes . So I am going to see you l ater on . 
just wanted to get this over to white before he went up 
on the Hill . 

. 

I 

MR. O' CONNELL :· There was one thing inai cated to me 
that I mentioned to these people before, ena tnat is that 
in the meeting ~on day or any meetings you have to di scusa 
strategy and such t hings, don't count on Wolcott because 

() he ·is very apt to be put--

0 

H.M. JR: VIe are not asking him. 

MR. O' CONNELL: I know, but I am making the general 
observation that you ought not count on him to know any­
thing that can be used against you on the Floor, because 
I am sure, •however honest he might try to be, if it gets 
to be a party issue, Joe ~artin will have more weight . 

H.M. JR: He asked where Wolcott stands, and I told 
him he hadn't made up his mind. And I told him t hat every 
time I see him I get the same answer, so he said, •ne has 
yet to make up his mind. " 

Now, again, if you can get a bunch of bankers to~ether 
in .Michigan, it might be enough to awing !\olcott in llne. 
I say, you have got t•elve hundred banks . ~here are they? 
Spot the country and make a map, and then find out what 
Congressmen and Senators come from where--where t here are 
the most dots on the map • 

.YR. ·FEL'IUS : I am all fo r that . The only question we 
had was the one Mr . Gaston raised yesterday, that thia 
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John, whatever his aame was, was not the person to do 
the.t . 

MR. GASTON: ~y point was simply thi s : If it got--we 
made it appear to t he public t hat we are using the Independent 
Bankers Association and this f ellow Von Windegger as an 
answer to the American Bankers Association--that is no good. 

H.M.JR: John Von Winde&ger or whatever his name is-­
we will call him Von--ie head of t he peace organization in 
St . Louis. 

MR. GASTal : I don't know as that helps us any. I 
' 1oulil like to knoVI what kind of an organization it is . A 
peace organization ~ight be a pro-German or&anization . 

!JR. LUXFC·RD: I think you can put in on the Boa rd of 
Trustees sponsors- -

H.M.JR: We have got to stop . If you go, please 
call up Chester Davis and let him guide you there . 

!JR. LUXFORD: Yes, Mr. Secretary. We were not think­
ing--we discu~sed brjnging the Federal i n, but v.e decided 
not to because the Independent Bankers may not love the 
Federal any more thsn--

H.r . JR: Get Chester . Cal l him up. Tel l him you are 
coming to his territory . He is one hundred percent with 
us . Tell him what you are going to do, anc talk very 
!rankly with Chester Davi s . Don't forget he ~'s editor 
of a very small State agricultural paper in Montana , and 
there is where he started . 

Affi . LUXFOHD: All right . 

H.J.! . JR: He comes from rural America , 

MR. LUXFORD: Good , 

H.M. JR: And you tell him- - call him up on the phone 
{) today and say that you are coming, and say, "Look, Chester, 
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I ~ould like you to advise me ; I don 't ~ant to make any 
mistakes . I want you to kno" that I am caning there~ and 
you kno~ best how wueh active part you want to take . 

MR . LUXFffi D: Sure . 

H.lf.. JR: "But I would like your guidance . 11 I don't 
~ant to go into nis territory without his gui dance . 

MR. FELTUS: Can I say one ot her thing? You closed 
up this morning before I got t he chance . I still think 
you ought to have acme delay in order to get these 
things going. 

MR. GASTON: The wagon ie in a mud hole, and when you 
get it to moving, don't stop. 

H.1!. JR: Good. That goee for a fight , too. 

-

·a 
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Re : BRETTON V.OODS 

Present : Kr. Luxford 

February 16, 1945 
4:00 p.m. 

MR. LUXFORD: I talked to Cheater Davia , and he was 
for it . He said, "You are getting wonderful publicity 
on Bretton WOods in the St . Louis Globe Democrat . • 

H.M.JR: Which ia a Republican paper. 

MR. LUXFORD: They came out with a two column editorial, 
full length, today in which they said it is Bretton Woode, 
or put up_or shut up, and supports you all the way. 

H.M.JR: Listen, Luxford, I got you alone, aee, and 
for God ' s sake , listen to a man that has been moderately 
successful around this town and everybody shooting and 
snipping at him. I don ' t need Yr . Feltus coming here to 
tell me how to run my business. 

ldl\ , WXFORD: Sure. 

H.M.JR: I am not going to throw a damp cloth on it . 
Let him try to organize the business group. I am saying 
this to you rather than him because you can't--Goddammit , 
you can' t run the Treasury the way it has been run for 
eleven years and the way you fellov1s have conducted your­
selves the last two years, and suddenly have these fellowa 
come in and--I don't expect you to answer, I am not saying 
this to Feltua. Let him go ahead and see what he can do . 
What I . am saying to you--you haven ' t a map of the United 
States here--when you get out there, get him alone . That ' s 
why I want to t alk to you, and what I am trying to say, and 
I have got to be positive, I want you to do what tam asking you to do . 

KR. UJXFORD: .Ul right. 
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H.M. JR: I started with Davis . In each of these States find out from him wno he knows might be helpful to us . 
KR. LUXFORD: he is not going to be there, Ur . Secretary . He is going to be in Washington • . 

H.LI. JR: I ' ll get him. Then do the same thing with the Independent Bankers . I don' t care what ~ed says . I had to go three months before I could get a president of the National Bank who believed in Mr. Roosevelt, and 11hen this lit tle fellow of the Plaza Bank came up ana said, "I want to help," I say he is a windfall from heaven. 
MR. LU XFO HD : Sure • 

H.61. JR: .lnd there are going t o be very few of these fellows who will want to help , and I don't a~ree with Herbert Gaston when he says you can! t use thls fellow. I don't care whether you have a.n or~anization now. V.hat I am interested in more than ever s1nce ~ conversation with Vandenberg is I want the two Senators from Alabama ana the two Senators from Florida, and I want their Congressmen , and if these independent bankers have somebody, the thing is to find out what city Congressman X is from and what is his bank, ana then can these fellows go in there , see? 
!JR. LUXFORD: Yea . 

H.M . JR: And not onl y that, but get it down if necessary, to what can PAC do in a given community. Now you take for instance this : There are several things on the Democratic side; the thing. we have never used , and I am ~oing to hel p you on that, we have never t hrown in our Co~ssioners of Internal Revenue and Collectors of Customs on political--
M~. LUXFORD : That's right . 

H,U.. JR: .lnd I am going to throw th.em on this thing, only on the Democratic side, and I am going to start that through Herbert Gaston, through Nunan, see, on the Democratic aide. This ia just changing a little bit , It seemed very import ant , how Joe Wartin feels in relation to this . Okay. 0 Vlhat if the bank in Joe llartin's town is in just by ,chance? 
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Uaybe that is one of these small independent banks , and if this fellow got excited and ~ave Joe--my, that will have more influence than anyth1ng in the world . I know what I am talking about . 

L{R. LUXFORD: That ' s right . 

H.I4, Jk: Vie have got to work from the grass roots, and I don't believe these big names can do us any kind of good . 
MR. LUllfORD : That' s right . 

Sl 

H.M.JR: He hasn ' t got so many. lie has Kentucky, so we certainly can't do any more harm than build a fire under Barkley, and he has Arkansas and Louisiana and parts of Tennessee . He hasn' t got as much as I t hought he had. There is the Federal Reserve System. You can take t he thing, but all I wan t to get over to you, Luxford, is this : lt gets down to the bank in the community of the Congressmen in the House and Senate. Now, I ~as amazed . I went to Florence, Arizon a, a little bit of a town, but that is ~here the Senator f r om Arizona comes f r om. 

JAR. LUXFORD : Tha t • s right . 

H.M. JR: And they had a little paper, and that newspaper was for Bretton Woods , and that bank in Florence was con­vinced . It i s more than t aking them to t he Carlton for lunch, and I have seen it again and again, and when you go to see these ~eople have that in mind . What ca.n they do , but if they w1ll get dowc on a community basis and go to work on a community basis and get the banks lined up where the Senators and Congressmen ' s home towns are, that is what I want . Isn't that horse sense? 

MR. LUXFORD: The re is no question about it, Mr. Secretary. 
H.M. JR: And getting a sta t ement f r om them--well, one day in the papers and then it is fo rgotten. But if they work in their communities--and the thing is this may:be an opportunity for a lifet ime for them to help the Treasury with independent bankers organizations to double their membership . 

• 
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MR. LUXFORD: That ' ~ right . If they are on the right 
aide of this and ABA is on the wrong side--

-"') 
L 

H.M. JR: ~d I am not beyond willing to help you, and 
if they want to if they have some thing, 11.r. Morgenthau will 
do this . I will listen because I have nothing to lose tying 
up with a ~roup like that. lf it is overnight , maybe we can 
double t he1r membership . 

YR. LUXFORD: I have got it . 

H.M.JR: And where they should spend thei r money, not 
the way Feltus says taking half pages, but le t' s extend the 
membership by putting some fellows on the roll who thoroughly 
understand this thing, and canvassing, and I am repeating 
~self, the towns that these fellows live in . 

YR. LUXFORD: I agree fully with that. In all fair­
nasa , ~r • . Secretary, what Feltus is suggesting is exactly 
what you are suggesting. He says it is gravy if we can get 
the ot hers . 

H.M. Jli: But he doesn't do anything along these lines . 
Let him go along on this committee, and you go along. 

YR. LUXFORD : That' s what I want to do . I am not going 
to r~de that committee . That 's hh job. 

H.M. JR: Anything he gets on tha t committee is velvet. 

YR. LUXFORD: He looks at it that way, too, ~. Secretary. 

H.~.JR: I don' t want you to go without getting~ thought• 
over on this thing. 

MR. LUXFORD: I am glad you gave them, because I can use 
tnem. 

H.M.JR: I have the biggest volunteer organization in 
the world working for me, ao I know how to organize . 

MR. LUXFORD: That • s right . 
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H.M. JR: I organized the Farm Credit from scratch, and 
I kno• how to do these things, and if he can do the other, 
he can't do it with the Treasury. I don ' t believe it , 
but I am not going to say that to him. 

MR. LUXFORD: It' s gravy if we get i t. 

H.M.JR: But I don't want you to leave town without 
hearing directly from me . 

UR. LUXFORD : I think they will like to hear it, too . 

H.M. JR: We are wasting a.n awful lot of time . 'Mien 
do you leaveS' 

MR. LUXFORD: By plane tomo rrow night at six o' clock. 

--
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••• , • .,.,. 16, 1~ 
MEl>ielWIDUM J.oUR TID: FILES 

(For the Se cretary' s InfoPmation) 

re: Independent Bankers Association Meet ing 

I spoke to Chester Davis of the St . Louis Federal 
and explained to him about our meeting on Sunday with 
the Independent Bankers Association representatives . 
He \1aa heartily in favor of the whole thing and said 
t hat he felt there was a good chance of working up 
their support and t hat i £ we go t it it might be an 
ef fective answer to the ABA. He said t hat Gregory, 
in particular , was a smart , hard-hitting young banks r 
who is extremely articulate and could carry a lot o£ 
weight . 

Chester Davis also asked t hat I tel l you that you 
are getting a wonderful Press in St . Louis on Bretton 
~/oods. He said that only this morning the St . Louis 
Globe Democrat carried a double column editorial on 
llretton \1oods which was heartily in favor of the 
Agreements and ended up with the statement that , bluntly, 
the Uni t ed States must put up or shut up on international 
cooperation and that t he Congress had a responsibility 
for rendering speedy action on Bretton Woods or the 
United :>tates could be appropriately accu.sed of hypocrisy. 
He said this was particularl y si gnificant because the 
St . Louis Globe Democrat was the one paper in St . Louis 
that had not been supporting Bretton Woods . He is sending 
you a copy of the editorial. 
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Yes, Henry. 

February 16 , 1945 
5: 02 p . m. 

Well, I hear there are onl y two fellows against 
you. 

(Laughs) 

That's wonderful. I know Lemke -- hello? 

Yeah. 

I think it' e wonderful. 

Oh, things a re working out .•. . 

I .... 

In some ways the things are working out miracu­
lously. 

It was un I mean, frankly, I didn't think 
that t hey would work as good as that. 

Yeah. 

Did you? 

No, I didn't. 

No. Well , I' m delighted. 

No, I'm r eall y very , very happy. I - - Sam Rayburn 
worked l ike a Trojan , they say. 

Yes. 

Sam Rayburn and John MoCormaok both worked very 
hard. 

I t hink 1t' s wonderful. I just called up to say 
how pleased I was. 

It's just ..•• 

Yeah. Well •••• 

Regraded Unclassified



() 
lf: 

fll4Jr: 

W: 

HMJr: 

W: 

HMJ r: 

W: 

I!MJr: 

lf: 

I!MJr: 

W: 

( } 
RMJr: 

0 

- 2-

It's jus t .... 

Well, now, the next t hlng la: you slt back and 
walt untll the Senate acts on the 

That wlll be Maroh tirst. 

Ther e'll be nothing in bPtween, huh? 

No, nothlng in between. 

I see. Wel l, that's tine. 

So they -- I'll see you Tuesday morning' 

Right. All right. 

Well , it's awtul ly nice o t you to call, Henry. 

All right. Thank you. 

Thank you. 

Good bye. 
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February 16 , 1945 
5 : 05 p. II. 

I was disturbed. I hadn't heard from that ... . 

About the eoript? 

Gulf 011, yes. 

Yes. 

I now hear it's coming in tomorrow morning. 

At nine o ' clock ln the morning. 

I see. 

And I had aBBumed that you had heard that from 
Herbert because •... 

Yes. 

Tom had reported lt to him. 

Well, I . ... 

Now, Levy is up ther e, Mr. Secretary, and 1t'e 
my understanding that he is writing your part 
w1 th them. 

Well .... 

So it .• • • 

...• am I going to eee my part tomorrow? 

Tomorrow morning at nine o'clock. 

Did you get that letter I sent you from Broekmant 

Yes, I did -- vall , I don't know as I gbt the 
letter -- I had another let ter from Broekman, but 
I didn't get your letter from hlm. 

Well, I sent mine over to you, in vh1oh he aaya 
Levy told hlm that 1t vas me who want ed t o get r1d 
ot hla. or oouree •••• 

David Broekmant 

r 
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Yep. 

Oh, well, I -- · I don't know anything about ••.. 

Well , you'll ge t it. But he writes me a le tt er 
he said, "David Levy has informed me tha t it's your 
wish that I should be-- be gotten rid or .• 

Well , he bas no bas'18 t or that. 

Well , when you get it, a nd 

I'll get Levy's story, and I'll give it to you. 

W111 you? 

Yes , sir. 

Yeah, I vas - - I vas upset. 

Yes. Well , you had a r ight to be. It anybody 
said anything like that , even if it were true. 

Wel l , I mean, we talked about t he t hing ..•• 

Yes. 

but , my God, I - - I r emember sayi ng something 
that-- oh, I asked what band or somethi ng d1d that 
oh , tha t new f ive-minute song -- you know1 

Yea. 

And they said, 1 Lynn Murray•, and I said, •well , 
sometime,• I aaid, 1it would be good to have _­
Lynn Murray. I think we've had Broekman a long ­
time. " 

Yea. 

But ••.. 

Well, I agree with you on Broekaan. 

But that 1an 1 t tell. ... 

But that shouldn't be paaaed along. 
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Why, no. 
• No, he hasn't-- as a matter of faot , we've 

paid 

That doesn't sound like Levy. 

No. Re may have slipped though; he may have said 
something 

Wel l, you look into it. 

I'll find out about it. 

Are you goi ng to look over this soript yourself? 

Yes, sir, and then get it over to you. 

Right. 

All right, sir. 

Thank you. 

Right. 
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Hello. 

Speaker Rayburn. 

Hello. 

Yes, Henry. 

February 16, 1945 
5:12 p.m. 

Sam, I Jus t wanted t o of fe r you my congratulations 
on the masterly way you handled tha t Wallace matt er. 

Well, th1s is the toughes t one I've been up aga tnst , 
Henry. 

Well, when you •.. • 

No, they Just fought everything. Everybody said, 
1 0h, I'm not going to vote for Wallace. • Wel l, I 
said, "By God, you're voting to take something 
away from him.• But they wanted to send-- they-­
they were mad, aleo , about the Senate passing the 
buck to them. 

About the Senate? 

Yeah, about the Senate passing the buck, and not 
going on • ... 

Oh. 

and doing their duty, they eaid, and eo forth. 
But we got through, after all of it, in pretty good 
shape. 

Well , you only mis sed by t wo votes. I mean Lemke 
and one other fellow, I saw. 

Tb8 t 1 II right, 

I don't eee how you got it. I think it wae wonderful . 

Well , it wae pretty good work. It had to be -- they 
nearly li f ted up the roof the other day. We Juet had 
to pull thea looee, and keep on pulling thea looee , 
and pulling thea looee , and then ooae back again a nd 
Jumping on the• before they could do anything. 
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Well, I take my bat off t o you. 

Well, bless your heart, Henry , and I sure thank 
you. 

Ri ght. 

Righ t. 

Bye. 
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February 16 , 1911? 

KEIIORANDUII FOR THE SiXIREW.RY1 8 FILES 

General O'Dwyer and Jl1ss Hodel or the War Refugee Board 
met with Secretary Uorgenthau at 3:30 p.m. on February 15, 
1941;, ror the purpose ot d1sousaing the problema set rorth 
in the attached memorandum rrom the Exeoutive Director to 
the three War Refugee Board members. 

General O'Dwyer explained to the Secretary that, as a 
result or the rapid advance ot the Allied armies, particu­
larly the Russian armies on the eastern rront, a serious 
situation has develaped 1ns1de Germany pointing up that the • 
pl1ght or 300,000 to 500,000 Jews rema.1n1ng under !fad con­
trol is 1110re ol'1t1cal than ever. General O'Dwyer sxpla1ne4 
that, 1n view or the shortage or rood supplies, the critical 
housing eituaticn and the general deter1oraticn or communica­
tions and transportation inside Germany, the Germans are not 
1n a position to give any care whatsoever to the Jews and 
other unass1m1lated deportees remaining under their control. 
Their first consideration is ror fellow Germans, prisoners 
ot war and foreign slave-labor. In addition, General O'Dw)'er 
mentioned the indications now being received rrom various 
sources to the street that Gel'IIIIUI officials appear to be 
growing indifferent to the tate ot the Jews and that in some 
oases they even seem willing to let the Jews survive, die or 
get out ot Germany as long as no burden is placed upon Ger­
many itself. General O'Dwyer pointed out that the Jews 
rellla1ning 1n Germany thus taos certain death rrom starvation 
and exposure unless something ia done at once to bring them 
assistance. • 

General O'Dwyer indicated that there were two (ana by 
wh1oh assistance could be brought to these people I 1) b7 
br1ng1ng them relief through International Red Cross rac1li­
ties inside ene~ territory; and (2) by escape to Switzerland 
rrom which country they would have to be evacuated to All1ed 
territory. With respect to the first 1118thod, the General 
explained that the situation called tor the provieion ot 
large amounts or supplies and truoks to the International 
Red Oroaa; that the supplies should be made available rro11 
~ stocks in l!:urope; and that these stocks could be re­
plenished by supplies provided and paid tor by private Ameri­
can organizations. !he Secretary at th1s pcint raised the 
question or tunda ror such supplies and it was explained 
that the JDO is 1n a position to provide $5,000,000 to 
$7,000,000 ror the program. General O'Dwyer state4 that it 
had been eat1lllate4 that $125,000 per day would be needel tor 
an adequate program. 
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With respect to the p roblem ot evacuating refugees from 
Switzerland who might auooeed 1n eeoap1ng to that oountey 
from German territoey, the General mentioned that he had dis­
oueaed with Assistant Secretary ot War' JloOlo7 the posaibUit7 
ot having made available an arlll)' camp in France where the 
retugees oould be housed untU the oonolueion ot hostUities 
1n Europe. Beoretaey Jlorgenthau mentioned that it might be 
possible 1n oooperation with the French to arrange tor certain 
private property in France to be turned over tor refugee 
housing. General O'Dwyer also mentioned that he had Eeen 
disouaa1ng with Governor Lehman the problem ot making available 
tJNRRA camps in Italy and North Atr1oa tor suoh retugee needs. 

The Secretary stated that he would lUte to have an 
opportunity to study the memorandum and requested a further 
oonrerenoe with Jliaa Hodel on Februar:r 16th at 10:30 a.m. 

Secretary Jlorgentbau discussed with Jliaa Hodel at 10130 
a.m., February 16, 19~, the proposals set forth 1n the memo­
randum which General 0 Dwyer lett with the Secretary the daJ 
before. Seoretar:r Korgenthau stated that he waa convinced 
that the Board taoed a ver,y oritioal situation at this etage 
ot the war and that the proposals made by General 0 'Dwyer 
warranted moat serious consideration, He pointed out that 
the primary obstacles to the proposed plan ot aotion would 
be ot a military nature. The Secretaey added that it was his 
view that the problem was eo ditti cul t and so 1Diportant that 
a meeting ot the War Refugee Board wae warranted and he asked 
that such a meeting be oalled at the convenience ot Seoretar:r 
Stimeon anA Acting Secretary Grew some time Jlonda7, Tueada7 
or Wedneada:r ot next week. 

In connection w1 th the details ot the memorandum and, in 
particular, the problem ot supplies to be made avaUable tor 
the feeding and oare ot the Jews, Secretary Jlorgenthau stated 
that it might be possible to obtain the neceeearr supplies 
tor auoh a program trom Switr.erland under a prolliae on the 
part ot th1e Government to replenish such euppliee atter the 
war. He mentioned in thie connection that the 8W1ee aanu­
taotured truoke and should have avaUable eutt1oient numbers 
tor the use ot the International Red Oroee tor the distribu­
tion ot relief supplies. At a later stage, perhaps three 
monthe, after the oeaaat1on ot hostU1tiea 1n Europe, this 
Government oould replenish the Swiaa from arm:r and other 
atooka available in Europe . Secretary Jlorgenthau also etated 
that it would be ver:r w1ae to have before the Board 1118et1.Dg 
a t1rm commitment from the JDO to proTide aa auoh mone7 aa 
possible tor the program. Jliaa Hodel adTiaed the Secretarr 
that auoh a commitment undoubtedly could be obtained, a1noe 
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the matter had alre~ been d1IOUIIed b;r General O'Dw;rer and 
W.u Hodel with Jar. Baerwald and other ott1oial1 ot the JDC' 
who had indicated their wlllingneu to finance such a pro- .. 
gram up to 111veral 1111llion dollars. 

K11s Hodel then advised the Seoretar;r ot the action which 
had been taken with respect to the application or the Vaa4 
Hahatzala to relllit 4,000,000 Slrias franca to Isaac Sternbuoh, 
the Swias repreaenta tive ot the Union ot Orthodox Rabbi• who 
has been dealing with JIUa;r, the indiVidual responsible tor 
the recent arriTal ot 1210 Jna in Switzerland. It was ex­
plained that, in view ot the intol'ID&tion received froa 
KcOlalland that this m.one:r would be paid by Sternbuch to 
Kus;r tor Rimmler or Schellenberg, the State Depa.rtment in-
11ete4 that KcOlelland first obtain JIUey's agreement to the 
deposit ot the m.one;r into a blooked account in the Joint 
name1 ot Mue;r and KcOlelland, no pa;rment to be made from 
such account without the prior exprees approval ot thie 
Government. 

111•• Hodal then raised with the Secretary the question 
ot the trip whio.h General 0 1Dw;rer 1B planning to take abroad. 
She explained that General O'Dw;rer planned to go to Switzer­
land where the p rincipal work ot the l'ar Refugee Board can 
now be done. She adTieed the Secretarr that General O'Dwyer 
had sent a cable to Sir Herbert Elllereon ot the IntergoTern­
mental Oomaittee telling him that he would be in London soon 
tor consultation on matters ot mutual interest. The Secretary 
was aleo adTieed that General O' Dwyer planned to have 11111 
Hodel aooo111pany him on thie trip and that Herbert Eatzlti -• 
being reaalled troll Turke;r tor wolit 1n the Washington office 
ot tJie Board. 

Y~#££ 
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February 16 , 1945 

JG:IlORAHDUll FOR THE BECRE'rARY'B FILES! 

At :5130 p.m., J'ebruary 16, 1945, Secretary Morgenthau 
met Yith Dr. Ierael Goldstein of the American Jewieh Conference 
who explained that Dr. Steplllen l'ioe and Dr. lfahull Goldmann of 
the World Jewieh Oongrees who had planned to be preeent were 
unavoidabl;r delqed. K1ea Hodel of the l'ar Refugee Board also 
was preeent. 

Dr. Goldstein outlined to the Secretary the present possi­
bilities tor rescue of large numbere of Jews from d1aintegrat1ng 
Germany. He plea4ed that the situation oalled for extraordinary 
action if large-scale rescue were to be undertaken to eave the 
Jewa remal.ning in llui-controlled areae from ann1h1lation. 
Dr. Goldstein urged that a bi«h oftioial of the United States 
Government go to Switzerland Immediately to undertake tba 
action neceeeary t o eave theee people and that auoh ottioial 
be provided Yith adequate funds to finance the operations. 

The Secretary explained to Dr. Goldstein that the Board 
was deeply oonoerned over the new situation developing in 
Germany with reepeot to the fate of the Jews, that the Board 
ia now working on plana and possible courses of aotion de­
signed to save as lll&ll)' of these people as possible, and that 
the matter was of auoh urgeno:r that he had arranged tor a 
meeting ot t he Board members early next week. He aleo ex.­
plai.neta that General 0 1Dw:yer was plannillg to undertake a 
trip to 81fiturlan4 and that he would be accompanied b::r ll1aa 
Hodel. On the question of tunda, the Secretary assured Dr. 
Goldstein that he was convinced that sufficient private 
tunda would be available for the rescue and relief work yet 
to be done. He etated that the main obstacle wae not 1110ne::r 
but llilitary coneideratione. 

At th1a point Dr. 1'1ae and Dr. Goldmann Joined the meeting 
and the Secretary e\lllllll&l"1r.ed to them the foregoing pointe wbJ.oh 
he had made to Dr. Goldstein. Dr. Goldmann ra1eea the probl• 
of clearance• W1 th the Br1tilh and J\lee1ane before aot1on 
could be taken b;r th1a Oover1111ent and the Secretary adviee4 
Dr. Goldmann that the t1rat and most illportant problea -• to 
get oleu--out decie1ona by th11 Oovel'IUIIBnt. 
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110M 

EXKUTIV£ OfAC£ Of THE Plt£SIOENT 

WAR REFUG EE BOARD 

INTER-OFFICE COMMUNICATION 

· 5e::-.,tnry . . or _:e:tthau 

•• ,. Feoranry 1e 1 19~5 

! :1 c:>nneo tlon with yo ... u· .... ect::~u ~,~~lt. afi..e rr.oo., \\· ... t..: . 
D1· . St t-yhe!i 1:is e end Dr . ,,ah<.~ll :lold:na n 1 yo .. .:~i.,h i. oe 1r. .t-l'est.ed 
111 •he followir,0 ~xcer;ns 1ro. a l ei. t"l' Je .. Prel C. ' .IJ\ ;re.• rece l vec 
Leday frc nJ Dr . Jold ~.n:m : 

"FrO.ll var!OL.S re..,o rte CO.J~ r._ to ... s !'ro .. .;~. 1 t;:er­
larld, lt epneer" to ..: s that. there are ne~. oppor·t.-nlt~ee 
for res~~! r...:. Jews !'rc. ... \Ter .!~n-~cc-pled ~c~n t1• : ea . Tne 
release o f u:a~ l :'! t ernees rr.; .. Thet·ee.!.ensta~t .. .. o w~;'e 
.;ro;J~ht. oy \.rf' n ell the l'.ey ~:J .. 1e Zl\ ... tE - ·~""'c r .l z e .. 
i1:d!catlor. c!' t h e ooE s l o!.lltlee . The d!.el .• t.ee.l'/1\.lOro :>f 
1.!-:e i•!'z: Re!.ch h As cre r tt>d c::> lldl t!cns ~o;nere ;:-:.! _oil! tie £ 
o!' :"'eecuf' ar.o vnen!.r~~ ~9 .o. r. s dec1l'ee \t~.1 ic~ did no \. hl t.her­
to e;: .;.r t . If t his ~E t.rt..e , c o.<;Hed ~>i th the fl'ct t.h Rt 
t"lis 11ay OP the las t oer~od of t. ine ln which lerc..e-scale 
rescue clln ue ~r.uerta.-en , and 1:. t he libht of \.he Jan t..er 
1.hat at t. he l•~ t. 'l..o::>e n l. oe!'orr t.h ~ :1!141 c~lle oee 1 t.ney 
-a:~ E'r.rd.tl lsl..e ,;~~ re::sln1r~~ Je\.·s ""nder ~:-.. elt· :lPei~=. , ea 
\'"BS .i'J . ~ 1r1 :...~.3z a:ld else',~Pre , - t !:)ee .. s ~" ~.o. s ~,.n& t. sc...:te 
extraordl;,pry a;: :!-::.r . ~s ·. Dt' ~ndert!L<er. 1u -.r.ler 1.0 
~tlllze ~·hc~ever !)::ss1b1l~t.le<~ exlet . 

"cne M! the d1ff1c~lt1es i n res~.· actlvitles ! n 
t he ? llS:; \•'as d.;e to th'! d e lay uecRI.iEe there was lao .. 
of a -..thor 1t.y to act . lie t.h .!.r,A l.l'a> t t.ne t l .Le :uls co:ue 
l•'h en :J0'1ecne with f - 11 a<..thcrit.y to act , s::>.Jeone o!' 
i1i~h s tf\nulr.~ , e :~!)OI·:ered oy t.he t.:nhed 3 1.at.es 0 overn -
1len1. , ">ro •:i .icd with the nece~eary f ... n::s 

1 s no ... ld ;>rcceed 
t.~ 3·.~:tz.e:•lA:lJ 1::1 e.l !.a:elv t.o ex"!.c:-e t.he ooss!dlit.ies 
or. t. he E ;J::> t a .. .: teke t :-::.e ~ .. ::,. ~rei':/ action C. •• oUt~ o1:r. 
~e!O~~nl~-1 !~· . !~ ~o~lJ Qe 4Ueel - 1 Y=- , J~~rRel f, 
><o~l:i oe o:'eoare:i t.o .~.de:·te e 1.'<1~ , scco:.p&nled 

1 
-

.. e::e~SP:"J' , JY = .P :;r t"'~ e~!"P1•1..s . !.~ wo .... l~ ... e a n1~!l 
h .. r~P.nl~E<rif'ln ? - :sion , anj -:.sy oe 8 wa:1 f:,_• t ne ·,,ar 
Re :'ut:ee :3::aJ•d a nd ~he A':le:-1can 0 ovorn -:;ent to ach1e·:e 
£iY"e t hin._. r ... oo tan t ial in the way o f reec ... e and o f 
savin,; tho~t'I'Hldq of J ews w:1o ;ey oe extel-;n ... na t.ed as 
~lll!o~9 of oLne~s nave oeer~ . 
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": hope that "./;,.,. &.'1d the ::e _be:-s -:.1' the ·.:c 
Refugee 3care: will co.,s!.cer thle SJ.u..;e!:'!:~cn and 
find a wa y of Ac t i n:, or..1t . • 

Gene!'!!l 0 1 Dwyer aa:.ed ,,e to i.>r1n, t::1s r.o your 
attention . 
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i;,/\Wu,!ll T~' 8eoftt &P7 'Jtettiatu 
:teore~ Mol'pfttn. 

eel'<' t "r'J "'t s.c.on 

t • teh to CAll J'OUS' p~ an anU.on t o t ho tollOifill« 
~ont .-ft4 n"' phriiO ~ •ou•nl' vltll .tu@ t.tlo niU' {\•~ 
Dotlrd h he~ to4q IPl'1 I wr.ut ~ 70\1 r~:r r<Nr a,;nli'OYal , 
aa tbe '"'~'-'' ~ro o r..t •• L¢•N I"J\'.l. tn YuiU "-'O.:uu:rttvo o.~'HI0!~1H 
u ••~'tart• or eta to, ~ tw\ -sa. .. , a " lan ~ ootloa 
wbia!l X "''"1 \ IV. 11 at•--..l'lrtfllJ' MMitllll"'J' '1 tblt l!loar4 11 to 
r.:utll. tbtt "'* t~ wbloh 1t '!O&D 01'Mh4. 1'he t a.Uu.N ot 
tble Ckr7~"'ftt tn ~> llt r o ,.._,. ..,..\14 ~.to. tr01114, 11t .,. 
apSJdcm, ......... , to ootn'I'Jlt buS t&ltb Oft oaP ';)Art 1a tM 1~ 
ot the u .uranoe. bere\~o.re ~.,.n • .-1 ;IU'.,Udal4 to t t. .or'14 
( lMl.VIUJIC t he '*'5>11 ..a.r ... , ~tl\\1.) abe.\ tbla ~tons ant 
• Ul Go wo~ lft l \ 1 • ._.. t o ,.._,.. tbe rtotllM ot ...., 
oppNa1on ta tm!MM I1M31SJ' et 4•tb MIS o~..,,_ .. t o aft«"! ..a rtet1rU au poutbl..<~ ... u . r M4 •••ut anM. -.. ~~a.. en. 
Qhftllae& w tbl woPl.4 ~ we _ , tbeae unooent tu1an belftt'ra 
to u .. , we blo•~t...,.... tbe MllltNl eo.t l'lee to un;• .U 
tboa. 'llbo _, 111tb tbtJ.r 't u OJ • Mil w have a\ate4 ,,_ad 
tea1a tb.."'t .. W'44 ........ fOil" \bl ailftvrs 91 or tbo .. Ntla­cen 1lbo eaoeo4 1'1'Ca ~!Jel4 teft'l~ M4 ;~ we wood "' 
flftil 1\11Tilftl fit '.-poJ'IU'7 Nt\rl fOP tbaa. 

'l'o4q we r ... tho fol.lowlJW s ltuaUOIU 

\. 'f'lle r.pt l\ llManoe on a.... III'Q' bs' tbe Allll4 AN.Lee 
,_ t bl .... an4 tM aa\ hils Neul tocl la a ... lfttm.­
Uoa ta Uw ...,.. 1 'h• .,... lUll be14 br nw -v ot 
0er n NtlJt .. l t1"CCII tbe .OUhJin u4 :1'~ :I'O"PIRUI ..a r... Ber~UA, .t pl'l ... N of war, of elYS~ ~ 
,. •••, ~ to rap 81&\'~laor, aa4 ot JwUb ..., ot.biJ' 
~lllo J\el Ole ot t oo4, r..l, -.41D I ~tl 11114 
elo••• 1a thU 41•1-leb'f'liJ u.. ..,. n aJI4 ~ 
1.... 1111 I -r JaM Jll 1 I I a\ a 'J' el'l UOillo Cftft 
ea•un-.NUoa uar-- 1IM4 tu J ...-a ad oti'aar c.,o,.. .. 
aa, .._ be MIW to ••• tJ • F fth-..... ...,_. of 
•• l edi M IU'I I'IIP~ G4f\.erloNU... t........,. 
tbe O• u .. ..,. clft to,._ b n .... wtthlll tbe 
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AHA undn Ule1r oont!')l 11 theret ore nooe111CJ'11r 4UO.o11ed 
1n tbe t1ret plaos tOftJ'd tho n.e4a ot their tol ow­
!"eraanl 1n th. 110ond ~toe , t 0111U'd prteonera ot 1f'aJ' 

Mel o1Yh t.on 1n"l'meGI ~·JOOteoted b.7 .1Dtc'l"ftt\Uonnl 1-, 
m4, 1n tbt thl.rd !l}JtCe , toon.J"d tore!.{;n alav~lt\bor c1Mlllft 
t'l'OII tb'.l >O?Ul~Ucaa or ne1~' onn:: oount rie• ~oo 
t r1•'ahtp ~ 1a teyl.J\. .. to caJ.n c t ~· h t<t ooa.. 

2. In the 011'GU!Utancos, no oaM CM or wUl :Je [>lYen "' 
the Jftfl l&ftder Ooi'Qil\ contJOOl . ftlth tllo cU\tl\%'7 orlaU 
•t 11And, t.bll value of J-Q ae lnlbut l"\lll. Ddn; •o~r tor 
1 01\R'-l'll e I)I'OiiUOUOft 11 f!Ulokl8 Vcn11tl.lJ\!; and thore 4!'e 
oo otbltr ro~U~Cma , t:roc a Gei'IIIAJ\ noW ot •1o'l'l', to t.nll& 
osre ot .fftll. 

J . Heo.nt re-no:roa to tM .Do4rd tl"'tt 'l-.1.t::.er1Mil, ~ 
Md Il"allll'lll 1nd1onte that llQl'Q.an ott1o111la .1n ~ ·•l a oee 
lll'e a t o"':>i.J\"' the l:lllUooGXtttmiMtloll or J..,. not n.-de4 
tor labor. 11\ot eDoll , a 1':1'0\rlJls atU tude of UJr.Utrerenoe 
to the tate ot \be J IJII'S 11 &"'"*ll'in: M'.l oet"\dn 0. en 
of .'10lall new 1oe:a CQ •• e ..Ulln·,: to let Then J,...,. die. 
~·•, or ~• ~t or 'lol'.:M¥, o lon,g Aa t ilt' .. _,.,.ree• 
ao nut plooe a l~ on '1et'IIAn oconot:lf. 

4. 1'1l1.1 INO.JUII ttat "hr> uurvl'V1J'l.1 rll:nc.n't ()r JOO 000 to 
500,000 Jne .. u&'\ted t o be 1n oer::an-hel4 t ~!tot')' 11 
oondelmed to Ml"Ce.1n leat!l rrcc at~ouon end exrc>IUJ'O 
W\1.081 • ro-ut g a6U.l~a '"-'ll tt.loAJ\ to •\~I tlliCt.o ~ .o~• 
Tlth.lA -~ teJT1to1"1 v1th t oo4 and od:oJ' nooe .. 1t1ol 
ozo unleao \bef are @lo to 1'01'oh arret)' 1J\ -..,uurl.tnd.. 

l'n v1n 'lf Ulo f'ol'fl{;Olw: ~1'11010 end u.rr;;en' oU.aHu,\, :; 
r.e~C>Ott\&llJ 1:'00()11MM to;r your fll)J>%'0Ycl t hat ~.n tlovorn:nent 
t t'ko ~· tollo'a1n0 3te~c now. 'r1.1.'141 i!l Vef.'7 l!l101"t . 

1 . rwtue:lt and authorhe t he Intemnt101\Al ~ Orooo to 
o~afti~e , bJ vt.t e'IOl' t:eMA nt ita d.lapow, the 4J.otrt­
w t1cm ot too4 and otht'r M C.fJol tltla to J•.nllh o.nd other 
unn.USUated 1ntemHa tbroU{;bout "el"'~ ~el"'!'ttoJ'7. 

2. J>h• at tbe 41cpoul. ot tbl InUtm&Uonol Acd ~as 
t>ood, 11041~ end o~r rel1r t m.":)p11••· ae ... n 1'1 t ru.aka, 
tll"lttl SJI4 t'Uw1 nne.o4 tor U:c1r dLet:oibl~im, h'lm :t-n.!!.­
able atotb MW 1a ~ (1:1111ta1'7 or othel"'r1•)J tbu!t 
stooka to ~ .-.p.ltnillhlHl 111 ~UotJ 'l-..t~et'. a~ r. late • ta•• r.c. tbtt VIUtod ~ttatoe and 9A1A tfYl' br ul"inte 
Aaltr'leAJI ~. 
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~lqaa.lalle,._ 
PtWU.r ... ten!t.e 
.. ten, .. ten 

·-=,..--~f.tta"-o. ....... ---·-·····--\ •-&ptNop;'rtbe .._ ~ ~--bl _..,_ . ..... ) 

, • ....., 18, lMi 

I .. n., •ell pleu.a ~ flae un tHat.at ul 11aplq 

oa IHttoa Woe II l•llalatloa totq• • 'l'lM•· Jlope ,.,. will 

... lt.at fu - ... IOUIRii. ~ .. e.~/~-

HiiRY DGD'lBAU, JR. 
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lt'bi'IW'J 18, 1846 

Diu !Pthur: 

I reoeiTed a letter tofaT troa Ira. LaD&, 
1114 I aa nP'f lllloh diaturbed to heu that 70u 
han beea laU up ailloe the 2D4 of l&D1W'T. 
If I hal bon 70\l nre 111, I would not han 
aaar •••• a ., letter of febP\lU7 lOth to 70\l. 

llrl• 't: fin1 U t)ae 1004 lliWI that 1h1 
heard fl'oa OU Odi.T, aD4 that 70U &PI fell1JII 
better for he fil'at u... I hope thb uua 
that 701l 11'1 Oil the I'Oad to PIOOTIP7 aM will 
IOOD be ill TifOPOUI health again. 

SlllOIPilT 70IIrl, 

( Signttd) Benr.v 

Jr. AJ'thu II.Ja Slall'bePIIP1 

luplter Ialaal Club, 
lobe Sow, llol'14a. 
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lt'bruarJ 18, 1~ 

Dtu !Jtthurs 

I rtoeiTe4 a letter toi~T tra. Jrt. LaDet 
ua I aa nrr aob 411tvllea to heu that rena 
hut beta lall ap tiaot the 2114 of l&'III.1M77 • 
It I hal bon JOU nr• 111, I wua ut han 
........ a ., letter of Jebruarr lOth to rou. 

Ill'•· ! fine u t!a• poa 11ewa that ahe 
htar4 frOil OU 04&T, aJII1. that JOU &PI fetllJII 
better tor he tirat tiM. I hope thia uua 
that JOU Ul 011 the roa4 t o PIOOTIPJ an4 will 
10011 bl ill Ticoroua health agai11 • 

8i11oere1J JOuPI, 

(Signed) II&JU7 

II' • .lPthv Ba.Ja 81&lallePIII', 
Jupiter Iel&Dl Club, 
Bolle 8owa4, llori4a. 
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TH!: SECRETARY OF' THE TAEASU AV 

WA8HINOT ON 

February 16, 1945 

Dear Arthur : 

I received a letter today from Mrs . Lang, 
and I am very much disturbed to hear that you 
have been laid up since the 2nd of January. 
If I had known you were ill , I would not have 
addressed ~ letter of February lOth to you. 

Urs. Lang gives me the good news that she 
heard from you today, and that you are feeling 
better for the first time . I hope .._. this 
means that you are on the road to recoveri•! ~ 

Sincerely yours , 

~JII ~~ 
~~ 

Mr. Arthu~fS zberger, 
Jupiter Is and Club, 
Hobe Sound, Florida. 
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Af'f'fHUI't HAYS •uuevtO I:IIt 
.-u-... ... p 

i!Ilze~l» f!o r lt i!Iium 
<rimn .£-quart 

Dear Mr. Morgentl:laua 

Your letter ot Febru­
ary lOth to Mr. Sulzberger baa been reoe1ved 
durlng hls abaenoe. An operation waa per­
formed on h1a rlght hand on January aeoond 
wh1oh turned out to be muoh more aer1oua and 
tedlous than waa expeoted and resulted ln 
hls be1ng la1d up and out ot th1nga tor oYer 
a month. He baa now been ordered aouth ln 
the hope that aunahl.ne and aea water would 
l:laeten the healing prooeaa . 

I read your letter to him over the 
telephone, however, and be &aka 1t you wlll 
be good enough to let me know whether you 
were m1equoted by the Aaaoo1ated Preae, or 
whether your objeotlon 1a to the deduot1ona 
d.rawn trom your statement ln The New York 
T1mea ed1tor1al. 

Mr. Sulzberger aaid he would d1otate 
a reply to your letter ae soon aa be waa 
tully 1ntormed 1n the matter. 

Very truly youra, 

~~ 
Secretary to 

Honorable Henry Morgentbau, Jr. 
Seoret&ry ot the Treaaury 
Waehlngton, D.c. 

• 

I 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUN ICATION 

To Secretary Yorgent.bau 

~ow Randol ph Feltus 

oAn February 16, l~b 

I thought the attached editorial fraa the 
Philadelphia Bulletin (February 14, 1945) aigh't 
be of int erest to you, in light of your trip to 
Philadelphia this week-end. 

Robert McLean is the publisher. You a ight 
want t o tel ephone hia t o thank hia when you are 
in Philadelphia. 

The Bull etin has about the l argest circulation 
of any evening newspaper in the country. In 
January i t was 673, 914. An interesting fact is 
that the paper seldom supports !dainiatration 
measures . It is violently against Wallace, I 
believe, 

ittachaent 
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~rid l;.cooomy ' · 

p R&SIDEI'n: R()06EVELTS ai>J)w I 
for CongftUtona! approval or the i 

Bretton Wood• financial proposals Is \ 
baled on the economic nfflla ot a EU· 
rope whJch 11 being llbel'tlled,. F"~""eCdom 
from NW tyranny hat ~en accom· 
p.anled. in every land trom whleh th~ 
CUmans have bet:n txpt':lled by fn. 
tense prlvaUons. 

Nt:lther Conrras nor lhe United 
Nations can lmmtdJately t:nd. t.heK' 
tbortaaes.ln Uberattd countr1a. But 
the Prakltnt wants from Con&l'fll an 
uaurance to thHe peoplet that tbe 

... United Stata it "'<UUnato un Ita e~at 
Jlnandal re101.1.rcet In aona range plans 
to re-et!Aiblbh proaporlty In Europe. 

, Temporary auttcr1nt can be borne j 
1t It Ia kriown that permanent help Is 
on the way. 

The United Scattt can no more ahlrk 
Us ..,.nomic rttpontlbiiiUn to the 

"rat of lhe wor14 than 1l ean cut Its 
poutlc&l Ilea. Ao tbe wor14'• crnteot 
Cftdlto.r nation ._ .. ean J'flu.ae IOUDd 
loans to debtor counldH only at the 
cost of wreddn& democtalk «<ne> 
nliesln the outaide world. Th.1s would 1 

be a pt~~ny·wiH pound-toolloh policy. 
World security oraanl:.caUon needs 

tor Ita tunctlonlne a hcaJihy economic 
atmOiphCre. Much dcpcndl on t he 
.,..,.... ol ecn,rou 10 the ~.Jdeqi:J 
ap~ 
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RESOLUTION 

The Exeeutive Committee of the New York State Bankers .Association adopted the following resolution 
at a SP,ecial meeting on 'l'uesday, July 18, 1944: 

"Rl'.SOLVED that the President of the New York 
State Bankers Association be directed to appoint 
a Committee which shall be known as the 'New York State Bankers .Association Committee on In­
ternational Monetary Matters'; that the President of this Aesocintion shall select the men for mem­
bership on this Committee; that the functions of this Committee shall be to undertake a study of 
such recommendations and reports as may be mode as a result of the International Monetary Confer­
ence now being held in this country and to give expression of its views in such form and at such 
time ns it deems appropriate; that this Committee may request the President of this Association to 
appoint additional members from timG to time to this Committee; that thi.s Committee shall regard 
its powers and duties as not restricted with respect to its activities but rather regard its powers as 
completely general so that it may function freely and in such manner as in tho course of develop­
ments it seems desirable; and that this Committee 
shall, in due course, submit to the President of this Association an estimate of its money require­
ments to meet expen.ses, whereupon the President shall take steps looking toward the providing of 
such needed fun de." 

iii 
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INTRODUCTION 

In accordance with the tcrws of the resolution pur­
suant to which it wns constituted, the Committee baa 
spent months in the study and nnnlysis of the proposnls 
drafted by the United Nations Monetary and Financial 
Conference at Bretton Woods in July 1944. The Chair­
man went to Washington to confer with officinls of the 
U. S. Treasury, the Board of Governors of the Fed ern.! 
Reserve System, and others, and arranged for a num­
ber ol experts to meet with the Committee. Among 
!,hem were the following: 

l\{r. Edward E . Bro1vn, Chairman, First National 
Bank of Chicago. 

Congressman J esse P. Wolcott. 
Dr. Emilio G. Collado, Chief, Divis.ion of Financial 

and Monetary Affairs, Department of State. 

Dr. E. M. Bernstein, Aasistant Director of Mone­
tary Research, Treasury Department. 

Mr. Ansel F. Lurlord, Assistant Genernl Counsel, 
Treasury Department. 

Dr. E. A. Goldenweiser, Director of Division of 
Research and Statistics, Board of Governors 
of Federnl Reserve System. 

Dr. Walter R. Gardner, Chief, Internationnl Sec-
. tion, Division of Research and Statistics, 

Board of Governors of Federnl Reserve 
System. 

Dr. John H. Williams, Vice-President, Federnl 
Reserve Bank of New York. 

Dr. H arry D. White of the Treasury Department 
was also invi ted to confer with the Committee, but the 
pressure of public business prevented his appearance. 
With the exception of Dr. Williams all of these·gentle­
men had attended the Bretton Woods Conference, either 
ns delegates or as experts. The Committee desires to 
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acknowledge its obligation to them. Their assistance 
bas enabled the Committee to arrive at a better under­
standing of the proceedings of the Conference thnu 
would otherwiso have been possible. 

'£be Bretton Woods Conference was the culmination 
of some two years' work by the experts of the American 
and British Treasuries. Two stabilization plans were 
lflllde public at about the same time in April194S. One 
was the Clearing Union proposed by Lord Keynes of 
tho British Treasury and the other was the Interna­
tional Stabilization Fund proposed by Dr. Harry 
White of the U. S. Treasury. While there were many 
similarities between the two plans, there were also sub­
stantial differences. After much consultation and dis­
cussion between these experts and those of other coun­
tries, a CQmpromise plan was announced on April 21, 
1944, i.u the form of a Joint Statement of Principles by 
the Monetary Experts of the United and Associated 
Nations. On the basis of that statement the Bretton 
Woods Conference was caUed and was attended by the 
delegates of 44 countries. 

The President of tho United States instructed the 
American delegation' to adhere to the statement of prin­
ciples in their deliberntions. In a letter to Secretary 
Morgenthau, Cltail·man of the American delegation, 
the President said: 

"In formulating a definite proposal for an In­
t.ernationnl Monetary Fund, both you and the other 
delegates will be expected to adhere ~o the joint 
statement of principles of an International Mone­
tary Fund announced April2~ 1944. You, 111 bead 
of the delegation, are authonzed, howevor, after 
consultation with the other delegates to agroc .to 
modifications wllioh, in your opinion, are esse~t1al 
to the effectuation of an agreement and prov1dcd 
that such modifications do not fundamentaUy alter 
the principles set forth in the joint statement. 
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"You will apply the 81ltlle principles in your 
discussions and negotiations with respect to tho 
proposed Bank for Reconstruction and Develop­
mont, except that you will be governed by the prin­
ciples agreed UJlOU by the Amerioan Teohnical 
Committee." 

The Conference formulated two projects: an Inter­
national Monetary Fund and an International Bank 
for Reconstruction and Development. The President 
mado it plain in his letter of instructions that the pro­
posals would "not be binding either moraUy or IegaUy 
on the governments represented," but would be referred 
to tbe respective governments for adoption or rejec­
tion. Several delegations made certain reservations 
limiting their acquiescence in tho Articles of Agreement 
as drawn up. So far M is known, no nation has made 
any commitment regarding the proposals since the 
Conference. The question of thc.ir adoption, therefore, 
is now before eaoh of the United Nations for considera­
tion, free of any legal or moral commitment. 

Tho Conference recognized that the instrumentali­
ties proposed, particularly the International Monetary 
Fund, cannot function successfully except as part of 
n broader political and economic postwar program 
which incorporates other essential elements of world 
stability. In his closing addrCI!S Secretary .Morgen­
than, as President of the Conference, said that tho 
agreement Will "but one step, of course, in the broad 
program of international action neceasary for the shap­
ing of a free future." In the recognition and further­
ance of this broader program the Conference made 
tho following recommendations to the participating 
governments: 

"Whereas, in Article I of the Articles of Agree­
ment of the International Monetary Fund it is 
stated that one of the principal purposes of the 
Fund is to facilitate the expansion and balanced 
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growtlt of international trade, and lo contribute 
thereby to the promotion and maintenance of high 
levels of employment and real income and lo the 
development of the productive resources of all 
members as primary objectives of economic policy; 

"Whereas, it is recognized tlult the COtl~plete 
attaimnent of this and other purposes and objec­
tives .!tated in the ilgreetnent camaot bo achieved 
through the instrumentality of tile Fund alone;' 
therefore 

"The United Nations l\Ionetary and Financial 
Conference recommends: 

"To the participating Governments that, in ad­
dition to implementing the specific monetary and 
financial mcaslll'eS which were tho subject of this 
Conference, they seek, with a view to creating in 
the field of international economic relations con­
ditions ttecessarv for the attainment of the pur­
IXI&cs of the Ftmd' and of the broader primary ob­
jectives of economic policy, lo reach agreement 
as soon as possible on ways and means whereby 
tltoy may be.~t: 

"(1) reduce obstacles to international trade and 
in other ways promote mutually ad vnntageous in· 
tornational commercial relations; 

"(2) bring about the orderly marketing of 
staple commodities at prices fair to tho produce.r 
and consumer alike; 

"(3) deal with the special problems of inter­
national concern which will arise from the cessa­
tion of production for war purposes; and 

"{4) facilitate by cooperative effort the bar­
moniution of national po.licies of Member States 
designed to promote and maintain high levels of 

t ltalk41 01.11'1. 
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employment 11nd progressively rising standards of 
.living. '" 

The American and British Treasuries aro to be com· 
mended for their foresight in initiating at an early 
stage these efforts to secure monetary and flmwcinl 
cooperation, They have stimulated world-wide study 
and discussion of these and other economic problems. 
The fact that the experts of the various nations met 
togcU1cr, discussed their mutual problems, and agreed 
upon specific proposals, was a major accomplishment 
in itself and no doubt led to a better understanding of 
one another's problems. 

THE COMMITTEE'S APPROACH 

The United States bas become potentially a great 
creditor nation and bas not only the privilege, but also 
the duty, lo discharge this responsibility wisely. In 
order lo moot the ob.ligations of leadership it should 
defino its aims and direct the constructive force of its 
credit power toward them. 'l'his would mean the co­
ordination of lending activities and the development 
of a consistent policy lo guide all credits, loans, and 
investments abroad. Unless tbis is done there is danger 
that gifts may bo confused with loans, unsound prnc­
tices mny be prolonged, and world recovery retarded, 
thereby so weakening tbe economic strength of the 
United States as lo render it impotent to fulfill its 
responsibilities. 

The American people are thus vitally interested in 
the role that the U nitcd States will play in inter­
national affairs in the postwar period and abould be 
fully informed as to the nature of these particular 
proposals. Whatever diJierenees of opinion may exist 
as to methods, there can be no difference as lo the 
necessity for discussion and cooperation in interna­
tional trade and in monetary and financial matters. We 
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are miudru.l tl•at the political and economic interests 
of the United States are bound to thoeo of the rest or 
the world. We welcome the discussion of nny mc8$ures 
designed to bring about enlightened internationdl co­
operation in the economic field, because we believe that 
our own country and all friendly nations will prosper 
through such cooperation. For that reason we have 
attempted in this report to point out as clearly as pos­
sible the problems involved, the nature of the remedies 
proposed, and their implications. 

'l'he stated purposes of the Bretton Woods Jlroposals 
are of such import.ance, and their effects, if adopted 
would be so far-reaching, that we should ba ve be~ 
remiss in our duty bad we not approached our task with 
the determination t~ bring to it our best effort& Be­
cause of their importance the proposals should not be 
accepted or rejected on general or superficial grounds. 
They should not be rejected if they are likely to ac­
complish their high aims. They l!hould not be accepted 
if careful consideration leads to the conclusion that 
they are less likely to further than to jeopardize those 
objectives. 

I t is in this spirit and with the fullest appreciation 
of the great amount of thought and effort represented 
by the proposals that we approached our study of them, 
recognizing our duty to conclude whether the instru­
mentalities to be created would attain their objectives 
and overcome the obstacles to international economic 
stability. 

THE PROBLEM OF STABILITY 

'!'he Bretton Woods proposals must be considered 
against the background of the postwar period. The 
war has disrupted political institutions, trading prac­
tices, nnd monetary systems; it will leave the world in 
disorder, in dire need of reconstruction and stability. 

No monetary plan of itself can r emedy basic mal­
adjustments. Monetary stability results f rom tho sta· 
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billty of political and economic conditions. Interna­
tional exchange rates were comparatively stable prior 
to the First World War only because of the relative 
stability or basic conditions. 

In~e_rnational peace and security are a primary pre­
requiSite for monetaq stability. Political fears aud 
uncertainties not only hamper the free flow of trade 
nnd credits across international boundaries but sturm­
Into flights of capital and create serious disturbances 
to the orderly flow of international paymenta. It wns 
largely because of these fears nnd uncertainties tbat 
monetary stability could not be maintained in the 
interwar period. Unless peace and security can be 
restored among the nations, no monetary system or 
stabilization plan can work. In order of logical 
sequence, the objectives of Dumbarton Onks precede 
those or Bretton Woods. 

~~other prerequisite for monetaq stability is 
pohbcal and economic order within the individual 
countries. }Jnless sound principles govern the intenml 
policies of the individual member countries includiug 
the United States, uo currency stabilization' plans cnn 
s~tccced. Internnl stability is a goal that each iudi­
Vldual country must reach for itself. It cannot be 
imposed from without. Neither can its luck withhl 11 

country be offset very long by foreign credits or man­
aged currru1cies. 

International commerce, moreover, must move 
Creely i.f world economic and financial stability is to 
be. at!Amed. Apart from movements of capital, the 
prmrupal cause of the lack of balance in international 
payments is the lack of balance in trade. Even before 
the war, international trade was greatly hampered by 
high tarilrs, restricted trading areas, quotas, export and 
other subsidies, import monopolies, bilateral agree­
ments, and other controls. The removal of such ob­
stacles and the restoration of a system of multilateral 
exchanges of goods and services is one of the major 
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problenus of the reconstruction period. Uncertain­
ties as to the settlement of war debts and Lend-Lease 
should also be eliminated. 

'l'he principal United Nations have already made 
commitments looking toward tl1e removal of trade 
barriers in the Atlantic Charter and in tho Lend-Lease 
Agreements. 'l'he fourth clause of tl1e Atlantic Char­
ter rends as follows: 

'"l'hey will endeavor, with due t•espect for their 
existing obligations, to further the enjoyment by 
nil States, great or Slllnll, victor or vanquished, or 
access, on equal terJDS, to the trade and to the raw 
n1atcrials of the world which are needed for their 
economic prosperity." 

This declaration was made originally by President 
Roosevelt and Prime Minister Churchill but has since 
been adhered to by 34 other United Nations. 

In A,rtiele VII of the Mutual Aid Agreement be­
tween tho United States and the United Kingdom, as 
in similar agreements with other United Nations, it 
is provided that in the final determination of benefita: 

" ... the terlDS and conditions thereof shall be · 
such as not to burden commerce between the two 
countries, but to promote mutually advantageous 
economic relations between them and the better­
ment of world-wide economic relations. To that 
end, tlley shall include provision for agreed action 
by the United States of America and the United 
Kingdom, open. to participation by nil other 
countries of like mind, directed to the expansioa 
by appropriate international and domestic mea· 
sures, of production, employment, and the ex­
change and consumption of goods ... to the elimi· 
nation of all forJDS of discriminatory treatment in 
iuternational commerce, and to the reduction of 
ta ri lis and other trade barriers .... " 

8 

1'he establishment of machiucry for carrying out 
the substance of these commitments should be one of 
the first itenus on the agenda for internatioual postwar 
reconstruction. 

THE BRITISH SITUATION 

Great Britain faces critical economic and llnnncial 
problems in tl1e postwar period, and Britain is tho key 
to the economic recovery of much of the rest of the 
world. 'l'ho British s.jtuution coustitutes one of t11e chief 
postwar monetary problems. The economic systems 
of many other countries are so closely tied to Britain 
that their own policies depend upon the course that 
she follows. The nature of the solution of these prob­
lems and the extent to which that will make possible 
f~ British cooperation in sound world trade prac­
tices m~st be known before intelligent action can be 
taken w1th respect to an adequate solution of the world's 
monetary problems.' 

INTERNATIONAL MONETARY FUND 

We pz·esent nn analysis of the Internationnl M:one­
tnry Fund in Pnrt II of this report, beginning on page 
25. 'l'herefore, we sbnll give here only a brief review 
of ita provisions and their implications. 

Purposes 

~he purposes of the Fund are to promote inter­
n!'tional monetary cooperation, to facilitate the expan­
Sion and balanced growth of international trade, to 
promote exc~1a~gc stability, to eliminnte foreign ex­
change restrJctJons on trade and service transaction.~. 
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and to reduce diaequilibrinm in international balances 
of payments.' These purposes are, of course, deserv­
ing of unqualified approval. But as stated in tbe rec­
ommendations of the Conference quoted on pages 3-5 
above, what is needed is the correction of basic malad­
justments; and until these have been remedied, we 
believe that the expedients proposed by the Fund \vill 
tend to obscure these underlying problems and render 
them more difllcult to solve in the end. 

Organization and Management 
I 

The Plan provides for n Fund of $8,800 million to 
bo contributed by the member nations according to 
their quotas, as agreed upon by the Confere~JC?· The 
United States is nssigned a quota of $2,750 m1lhon, the 
United Kingdom $1,300 million, Russ~ ~1,200 million, 
China $550 million, and France $450 million. Actually 
the Fund will not consist of dollars, but of gold and 
44 different currencies and promissory notes. The 
gold to be contributed by a member _will be _25 per 
cent of its quota or 10 per cent of 1ts holdings of 
gold and dollar balances, whichever is smaller.• 

1'he currencies contributed to the F';'lld will be of 
varying degrees of quality. 'rhe dollar_lS the only one 
that today finds universal acceptance m w?rld trade. 
Presumably, the demand of member countries ,for for­
eign e.'Cchange will be concentrated on dollars. 

The Fund is to deal only with the treasuries, _central 
banks or other fiscal agencies of member countries, and 
not w'ith individuals or priyate concerns. . Loans are 
to be made not to finance specific transactions, but to 
cover a m~ber's passive balance of payments on cur­
rent account. A member's borrowings may not e~ceed 
25 per cent of its quota in any one year, or 11 m~um 
of 100 per cent of its quota pins its gold contl·Jbutlon. 

I 8H Part U, p. !G. 
t 8ee Part n, p. !8. 
as.. Put n, p. tf. 
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1'bese nnd other limitations, however, may be waived by 
the Fund.' 

The Fund provides mnch:incry for consultation nod 
collaboration on international monetary matters. The 
Fund and its members must agree to initial parity 
rates, bnt experience alone will determine how realistic 
these rates are in relation to basic economic conditions. 
A procedure is established for exchange rate changes 
up to 10 per cent at each member's discretion and such 
further changes as may be agreed to be necessnry, 
but no change is to be made except to correct a "funda­
mental disequilibrium." 'rhe Plan does not defino 
the meaning of this term. But it provides that such 
c11angeshall not be rejected on aceount of the "domes­
tie social or political policies" of a member. 1afembel'8 
agree not t{) impose new exclu!nge restrictions, except 
under certain unusual circumstances, and to work 
toward the gradual removal of existing controls on 
trade and service transactions. • 

The Fund will be managed by a Board of Governors, 
one from escl1 member nation, and by twelve or more 
Executive Directors. Voting power is based on quotas, 
but will vary according to amounts loaned or borrowed. 
Initial voting power of the t\ye largest members would 
be: United States 28 per cent, Great Britain 13% per 
cent, Russia 12% per cent, China 5.8 per cent, and 
France 4.8 per cent.' 

Functions 

The primary function of the Fund is to lend the 
currencies of its members in order to facilitate inter­
national payments and promote exchange stab~tion. 
It is through its credit facilities that the Fund lS ex­
pected to exercise its influence on member nations and 
induce them to cooperate in monetary policies. It is 
intended that the Fund will remedy any temporary 

I 8ot Part U, p. tf. 
t S.. P&rt u, p. U. 
• a.. Part n, pp. ta-n. 
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shortage of international monctar>: ~rves that may 
occur aud enable members to mamtam greater cur­
rency stability.' 

Rules are laid down governing the making of loans, 
but, in effect, any member in ~<>?d standing seems to 
haven virtual right to borrow if 1t has nn adverse bal­
ance of payments. C<llllltries rich,in monetary reserves 
mny bon·ow as well as the needy. The Fund may re­
fuse to lend to 11 member country that has used the 
proceeds of previous borrowings contrary to the pur­
poses of the Fund, but in view of the breadth of the 
purposes that limitation might pr~vc ~ mean very 
JitUe. As a practical matter, constd~rmg the broad 
purposes of the Flllld, it would be dtfficult to refuse 
loans to members, especially during the period ~f tran­
sition when, by implication at least,• members will have 
the benefit of any reasonable doubl 

We beHe••e that any system of credit extension ~hat 
expressly or impHcitly confers on a borrower the r1ght 
to a loan, or the right to expect a loan, is un~olllld. ~orne 
proponents of the Plan have compared 1ts credtt a~­
rangements to the lines of credit crente~ by banks rn 
rnvor of their clients. They .are very dtifcrent, how­
over from private commercial lines of credit estab­
lisb~d by lenders and not borrowers, fixed 1~ot merely 
with regard to borrowers' needs but nlso wlth regard 
lo thnir credit worthiness, and granted under appro­
priate agrenments respecting the terms of the loans. 

In Part II we point out in some detail why we 
believe there is no general scarcity of international 
monetary reserves, • and why the Fund is not snited. to 
Ute problems of the transition period.' We also m­
dieatc in that part of the report• why we think the 
safeguards against the misuse of the Fund's resources 

1 S.. Pa.rt Jf, pp.. 2t-1!. 
, SH P•rt nf pp. as..at. 
I 8tt Part U, pp. U~7. 
• See Pllrl ll pp. 2t.n. 
•s.t Pan 1£, pp. 81·14. 
• Set Part JJ, pp. u .u. 
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are inadequate and why the Fund's resources would 
probably bo dissipated without any material accom­
plishments, instead of being concentrated where tbe 
need is greatest. We point out further the danger of 
perpetuating international disequilibria through ex­
cessive credi~.' 

The Flllld is intended to serve as a kind of thermo­
stat for regulating fluctuations in exchange pressures • 
of normal range. But a thermostat well adjusted for 
the regulation of normal fluctuations will not only be 
useless, but will be wrecked, if plunged into an atmos­
phere in which violent, abnormal variations are goin~t 
on. The short-run balances of normal international 
trade with which the Flllld is expressly intended to 
deal will not be a problem lllltil greater political and 
eeonomic stability baa been achieved. Setting up the 
Fund at an early date bas the disadvantage that it will 
lead many persons to think that ~eater progress baa 
been made than is actually the case. 

Scarce Cu.rrenciea 

It is generally assumed that the currency most in 
demand and, therefore, most likely to bscome scarce, 
will be tho dollar. Apparently the experts when draft­
ing the "scarce currency" clause had the dollar in 
mind. U udcr tlmt clause, if a scarcity of dollars oc­
curs, the Fund may request the United States to lend 
the Flllld additional dollars. While the makiug of 
such loans would be optional with the United States, 
refusal might be difficult. • 

Should the Fund declare that a scarcity of any cur­
rency e:"Cists, any member, after consultation with the 
Ftmd, may impose temporary restrictions on operations 
in that currency. 

Exchange Controls 

We need not enlarge upon the throttling eifect of 
exchange controls on international trade. Exchange 

I Boo Pa•l f1 pp. GJ.G3. 
t &o Part ll, pp. •t-43. 
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controls on current trall84ctions, particularly controls 
by whic:h different ratea are charged for diJierent pur­
poses, are among the worst of the barriers to trade. 
The Plan recognizes the fact that many countries will 
find it nece3Silry to maintain exchange controls during 
the reconstruction period while political and economic 
order is being restored, although their gradual removal 

• is stated to be one of the prime objectives of the Fund.' 
Article Vffi provides that DO member ahall impoae 

exc:hango restrictions without the approval of the Fund, 
with cortain exceptions, but other articles strongly 
imply exchange supervision or control if they are to 
be carried out properly. One of these is the provision 
authorizing permanent controls over capital transfers. 
It is di.fticult to see bow international capital movements 
can be regulated without very comprehensive exchange 
restrictions that would ultimately extend to current 
trsnsactions. The would-be remitter of capital funds 
does not earmark them as such. He disguises them 
thoroughly and well. The member government would 
find itself pressed to extend its supervis.ion in progres­
sive steps to cover all transactions in order to attain the 
single objective. 

TlJe provisions regarding scarce cllrrencies, the re­
purchase provisions, and the provision stipulating that 
the resollrees of the Fund may not be llsed in a manner 
contrary to the purpoaes of the Fund, strongly imply 
the maintenance of permanent machinery for exchange 
supervision. These points, as well as the matter of 
exchange controls in the transition period, are dealt 
with on pages 42-48 of Part n. 

The Monetary Fund has no power to remove trade 
controls and restrictions or to require the removal of 
trsde bal"riers as a condition for the use of its funds. 
Therefore, trade controls could be used to offset the 
removal of exchange controls. 

a 8te Pari. 1 r, pp. 4-$-48. 
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Laclt of Ae<Hmmt oo Operatlnc Principlea 

What the considered view of the United Nations with 
regard to the Bretton Woods proposals may be is as yet 
unknown. It is apparent, however, that on a nlliDber o.f 
points the proposals are not being understood in Great 
Britain in tlJe same way as in the United States, and 
are not being presented to the public in the same light 
by advocates of the P lan. For example, there is a wide 
difference in attitudes toward flexible exc:hange ratea 
whic:h could lead to serious controversies over the 
Fund's powers nnd activities.' There are also strong 
differe.nces of opinion regarding the continuance of 
special trading and exchange practices under the Fund, 
suc:h as bilateral agreements for balancing sales with 
purchases or tho establishment of restricted trading 
nreas.' 

INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 

We present an analysis of the proposed Bank in 
Part n of this report, beginning on page 54, and ahall 
therefore review here only briefiy the main outlines of 
the plan. 

Organiutlon 

The oxganization of the Bank follows the same gen­
eral lines as that of the Fund. In addition to the Board 
of Governors and Executive Directors, however, the 
Bank will have an Advisory Council and also loan com­
mittees with definite responsibilities and authority. 

Its authorized capital is $10,000 million, of whic:h 
$9,100 million has been allocated to the 44 nations rep­
resented at Bretton Woods. The United Statea' sub­
scription will be $3,100 million. Twenty per cent of the 
subscribed capital, $1,800 million, is to be placo<l at the 

• s. Part 11, PP.. •a.o1. 
t See Part u, p. t f. 
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cmiJ of the Bank, in local currencies and 14 a minor 
extent in gold, 14 be used for direct loans. The 
balance will be subject 14 call only when required to 
meet the Bank's obligations arising out of guarantees 
or direct loans made from borrowed funds, and must 
be paid either in gold, in dollars, or in the currency 
required to discharge the obligations of the Bank.' 

Functlona 

Tho International Bank is designed 14 stimulate 
investment of long-term capital for productive pur­
poses. • It may make direct loans from its own or from 
borrowed funds, and it may also guarantee private 
loans. Its concern is with long-term loans. 

The Bank's main function is to guarantee private 
loans,• but the Plan seeka to avoid the mistakes and 
losses associated with private foreign loans after tho 
last war by restricting loans to speciJlc wealth-pro­
ducing projects and by supervising the application 
of the proce(}ds. Private investors are protected by 
the guarantee of the Bank to which the member govern­
ments are joinUy and severally liable to the. extent ~f 
their subscribed capital. This guarantee will peruut 
lo,vor interest rates and reduce the financial burden 
to tho borrower. It is hoped that by bringing into this 
insurance pool all governments eligible to h?~?w ?r 
benefit by the loans, a high sense of respons1bility m 
honoring international engagements will be ~ostered. 
If international credit standards can be ratsed, the 
borrower as well as the lender will be interested in dis­
couraging impro~ loans. 

Tho Bank conld function under the conditions of 
the transition period, and help bring order into the 
field of foreign capital loans. I t c_ould make funds 
available for necessary reconstruction and develop-

• a.. Put n, p. N. 
• Set Part n , p. 64. 
I 8et Part D, pp. 6&-Citt. 
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ment under the supervision of a competent international 
body that should exercise restraint on irresponsible 
borrowing and lending. It could build up a j ustifled 
confidence in foreign investment, thereby stimulating 
a snstained Bow of long-term international capital on 
sound line~~, which is so essential to world economic 
rehabilitation. 

Therefore, we find much to recommend in the struc­
ture and functions of the proposed Bank, accepting, 
as we do, the premise that it is to the interest of this 
country to help finance postwar reconstruction in 
devastated aress and 14 increase the purchasing power 
of undeveloped countries. We believe that in view of 
the limits on its permissible commitments and under 
competent management, the Bank should help 14 stimu­
late private lending on terms that minimize the private 
lender's risk and the borrower's cost. We believe also 
that the Bank can perform this grent service without 
undue risk to the member nations. 

InBuonc:e on Mouetary PollclH 

We believe that the Bank should encourage and co­
ordinate efforts toward international monetary coop­
eration. It should encourage the adoption of common 
monetary policies necessary for its successful oper­
ation. In connection with its guarantees and loans, 
for example, the Bank should require some agreement 
Ill! to initial parity rates and should require consulta­
tion before changes in parity rates are made. Further­
more, subscribers to the Bank should agree to remove 
exchange controls and trade barriers as soon Ill! feasible. 
The statistical data required from member nations by 
the Fund could be made available w the Bank. Finally, 
through the Bank there could be carried on the con­
sultation and collaboration so necessary in dealing 
with problems facing the wo~d. These are all desirable 
features of the Fund, the substance of which can be 
easily incorporated in the Bank Plan. 

17 

Regraded Unclassified



We also believe that when the economic outlook is 
elenrer thnn it is today, the stabilization of currencies 
might be assisted along simple and practical lines 
through enlargement of the functions of tbe Bank.' 

CONCLUSIONS 

The purposes of the Monetary Fund u e desirable, 
but we doubt whether they would be realized by tho 
adoption of the Monetary Plan. We cannot escnpe 
U1e conclusion that tho Fund is not a suitable instru­
mentality for dealing with the tasks that lie hnmedi­
ately ahead in hastening the favorable environment 
neeensary for monetary stability. Until substantial 
progress has been made in dealing with fundamentals, 
real monetary stability cannot be attained. 

The immediate task is to rentore political and 
eeonomie order to the world. International pence and 
security, internal stability in each country, and the 
removal of international trade barriers are the basic 
problems thnt demsnd attention. The establishment of 
the Fund prior to the restoration of favorable under· 
lying conditions would not result in the achievement 
of economic stability or the elimination of exchnugo 
controls. On the contrary, we believe the Fund would 
tend to perpetuate exchange controls and other rest:ic­
tions on the free movement of trade. There are 1m· 
plieations of permanent exchange controls runni~g 
tbl'oughout the Fund in spite of the fact that one of 1ta 
proclaimed purposes is to eliminate them. 

We doubt whether the safeguuds ue adequate to 
insure the sound use of the Fund's resources. The 
system of credits based upon quotas seems unrealistic 
and impractical. Neither will the Fund be able to 
concentrate its resources eflectively in the places where 
tl1e need is greatest. , 

I Set Part 0, pp. 51-80. 
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We believe that within n few years, 118 the result of 
financing the continuation of unstable conditions that 
it is intended to remedy, the Fund might become unable 
to function effectively if the trade balance were to run 
strongly in favor of tho United States and the supply 
of dollars in the Fund were to become scarce. 

Another doubt 118 to the feasibility of the Fund arises 
from the lack of agreement on the interpretation of 
its provisions. Opinions are far apart as to the degree 
of elasticity of parity rates that ought to be allowed. 
Tho basic differences arise in part from the great un­
cortaintics of the transition period, and reinforce our 
conclusion that the adoption of the Fund at this time 
would bo lmwise. 

Wo nrc convinced thnt the divergence of conditions 
in the various countries is so great that the stabiliza­
tion of each currency must be treated as an indi,idunl 
problem. We do not think it is possible to develop 
n workable formuls that can be applied to all cases. 
Too much depends upon the will and the eJ:Yorts of 
the individual country for the ever-all approach to 
achieve the snceess anticipated by the authors of tho 
Monetary Plan. 

The Committee believes that the International Bank, 
as outlined in the Bretton Woods proposal, could play 
~n hnpo~nt rol~ in postwar. reconstruction. Through 
1ta seleeh ve lending for speclfie constructive purposes, 
~e Ba.";k. would not ouly serve a long-range end, but 
1ts fac:1htics could be brought to bear immediately on 
the problems of basic economic reeonstruction. 

We beHeve also that international cooperation in 
monctury matters can be facilitated by the Bank with­
rmt establishing the particular type of credit facilities 
provided by the Fund. Some stabilization loans may 
be necessary, but they should be provided on the merits 
of each individual ease, and ouly after a country demon· 
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st.ratea its will and ability to put ita own house in 
order. With the return of favorable conditiooa, cur­
rency stabilization would be gre_atly s~plitled a_n~ 
could be assisted through a relatively 81Dlple 8tabili­
~ntion mechanism under the auspices of the Bank. 

l'ho greatest single contribution that the United 
States can make to world stability is to maintain 
tho integrity of the American dollar. l'hie can be 
dono only by the maintenance of the fixed value of the 
dollar in terms of gold and the attainment as soon as 
practicable of n sound national budget and other sound 
internnl policies. The adoption of a trade policy greatly 
reducing restrictions on United States imports would 
nlso contribute to world stability. 

RECOMMENDATIONS 

We recommend for consideration the following: 

(1) That action on the proposal for the International 
Monetary Fund should be postponed until basic con­
ditions have become sufficiently stable to provide a 
rOttsonnble chance of its attaining its objectives. 

(2) That the International Bank for Reconstruc­
tion and Development be accepted with . whn_tever 
changes may be desirable. For el<ample, 1t will be 
necessary to eliminate all ties betw~ the Bank and the 
F und. Any friendly nation that desu_es to do so should 
be permitted to subscribe to the cap1tal of the Bank. 
In addition there are certain features of the Fund 
designed to encourage international monetary coopera· · 
tion that, in modified form, could be transferred. to 
the Bank. These include the facilities for c:onsultation 
among the nations on monetary and fl.nan,mal mn~. 
At the time applications for membership are ma e 
to tho Dank, moreover, the following covennnts should 
be mnde: 

20 

(a) An understanding between the Bank and 
its mClDbers on initial parity rntea so that members 
mny know the amounts of local currencies neces­
sary to meet their capital subscriptions. 

(b) Agreements from members to make rate 
changes only after conaultation with the Bank, 
and spccUically to avoid competitive rate changes. 

(c) .AgrcClDents from members to rClDovo ex­
chango controls and trade barriers as the varying 
conditions of the different nations pennit. 

(d) .Agreements from members to supply sta­
tistical data similar to those provided for in the 
Monetary Plan. 

(3) That further study and consultation be under­
taken to determine how the International Bank might 
appropriately assume limited stabilization functions, 
i.e., bow and when stabilization loans might be granted, 
whether this would require additional capital funds 
for the Bnnk, and how such funds might be provided. 

( 4) That, in accordance with the recent recommen­
dation to committees of the House of Representatives 
by .Assistant Secretary of State Dean .Acheson and Mr. 
Warren Lee Pierson, P resident of the Export-Import 
Bank, tho J ohneon .Act be repealed, as is essential be­
fore tho International Bank can operate effectively; 
and that the First World War debts and the Lend-Lease 
obligations be promptly and equitably disposed of in 
snell a way that they will not present an obstacle to 
balanced trade relations and international monetary 
stability. 

(5) That, although stebilizatio.n of the pound is 
primarily a British problem, the United States should 
be ready to cooperate with Britain, if invited to do so, 
in any study she may undertake to reach a solution 
of her reconstruction problema. 
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(6) That steps be taken to carry out the recommen­
dations of the Bretton Woods Conference tl!at the 
participating governments seek to reach agreement 
as soon as possible on ways and means to reduce ob­
stacles to international trade. 

22 
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INTERNATIONAL MONETARY FUND 

Purposes 

The Plan states that the Fund shall be guided in all 
its decisions by the following purposes as set forth in 
Article I: 

(i) l'o promote international monetary coopera­
tion through a permanent institution wWch 
provides the machinery for consultation and 
collaboration on international monetary 
problems. 

( i1) 1'o .facilitate the expansion and balanced 
growth of international trade, and to con­
tribute thereby to the promotion and main­
tenance of high levels of employment and real 
income and to the development of the produc­
tive resources of all members as primary ob­
jectives of economic policy. 

(ill) •ro promote exchange stability, to maintain 
orderly exchange arrangements among mem­
bers, and to avoid competitive exchange de­
preciation. 

(iv) 1'o assist in the establishment of a multilnt­
ernl system of payments in respect of cur­
rent transactions between members and in tbe 
elimination of foreign exchange restrictions 
which hamper the growth of world trade. 

( ,. ) To give confidence to members by making the 
Fund 'a resources available to them under 
adequate safeguards, thus providing them 
with opportunity to corrcet maladjustments 
in their balance of payments without resort­
ing to measures destructive of national or in­
ternational prosperity. 

(vi) In accordance with the above, to shorten the 
duration and lessen the degree of disequi­
librium in the international balances of pay­
ments of members. 
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Quotas md C..ntributions 

In order to carry out the above objectives the Plan 
~rovides for an international credit pool of $8,800 miJ­
I!o?, ~led the. Fund, to ~>? contributed by the 44 par­
ticipating nations aecording to their quotas.' 'l'he 
quotas not only measure conttibutions, but also deter­
mine voting power in the DU~nagemcnt of the Fund's 
affairs and the extent to which the Fund's credit facili­
ties may be used. These quotas were determined by 
mutual agreement at the Conferenec, based in part on 
certain economic factors, such as gold holdings and the 
volume of foreign trade. The quotas agreed upon 
range from $2,750 million for the United States down 
to f500,000 each for Liberia and Panama. 'fho quota 
of each country is shown in Appendix A. • Quotas IWlY 
be revised from time to time, but changes require a 
four-fifths vote and no member's quota may be changed 
\vithout its consent. 

Subscriptions to the Fund by member countries are 
to be made partly in currency (or limited nmounts of 
obligations under certain conditions) and partly in 
gold; the gold to be 25 per cent of each country's quota 
or 10 per cent of its holdings of gold and U. S. dollars, 
whichever is smaller. The gold contributed will be 
placed in designated depositories. Currency contribu­
tions will be made by setting up credits to tho Fund on 
tho books of the central banks or other designated 
agencies.' The United States would contribute about 
$700 million of gold. The remainder of its subscription 
would be set up on the books of some fiscal agency as 
a credit to the Fund, or the Fund could accept from the 
U. S. Treasury a part of the $2,000 million in the form 
of non-negotiable non-interest bearing notes, or similar 
obligations. 

I Artldt Il:L 
•See p. u. 
I Artlde XfU, 8ectlon I. 
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Borrowing Facilities 

The Fund is clearly a credit mechanism.' A mem­
ber country would" purchase" foreign currencies from 
the Fund with its own currency. This in effect would be 
a loan and we call it such in this report, although 
it would bavo no de.6nite maturity and would involvo 
no obligation to pay in the currency borrowed. 

A member country may borrow other members' cur­
rencies from tbe Fund up to 25 per cent of its quota in 
any one year, and up to a maximum of 100 per cent of its 
quota plus the nmotmt of its gold contribution. Britain, 
for example, could borrow from the Fund its quota of 
$1,300 million, Russia $1,200 million, China $550 mil­
lion, etc., plus, in each case, the amount of its gold con­
tribution. These limitations on borrowing may be 
waived by the Fund at its discretion, and on terms 
that safeguard its interests, especially in the case of 
members with a record of avoiding large or continuous 
nse of tho Fund's resources. 

While Ute quotas of the members aggregate e8,800 
million, this total gives an exaggerated impression as 
to tho lending facilities of the Fund. If countries with 
half tho quotas were borrowers the maximum net loans• 
that the Fund could have outstanding at any one time 
could not exceed the quotas of the other members, or 
$4,400 million. Since most of the countries will be po­
tential borrowers, however, the demand is certain to 
concentrate upon the currencies of a few countries with 
active trade balances, chiefly the United Statea and 
Canada. It is possible that 75 per cent or more of the 
net loans to borrowing countries will come from the 
contribution of the United States. 

Parity Ratu and Eztbanre Restrictioao 

The par value of the currency of each member is to 
be expressed in terms of gold or in terms of the U. S. 

1 ArUele v. 
t The tem ''net lou•'' b ued tod~ th4 ••ooat of Jon• t.o a borrow• 

lt1g eountrr l11 tac ... of He aold eontrlbutloa. 
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drhr &f the pn:een1 wtigbt and fi~' and is t6 be 
'-d ou the rates of txeb•nge preuili.Dg on the six­
beth day bdtiN! the agre~;'lllent goes int& etfect, il satis­
~ In both tbe Fund and the membeY. U either 
~ &bq must agree upon another ra~ but il no 
~-m eao be readied the country is deemed t6 have 
wi~Mrawn from the Fund. There are certain exeep­w.- 10 the above procedure for countries that were 
,~· 

Proril!i~Jn3 are made for changing rates t6 correct 
trmdamrntal dillequilibria.• Alter consultati.on with the 
Pnud.. a member country may change the parity rate of 
ita em 1er>ey u much u 10 per cent from the rate origi­
MR,- agreed upon, but the consent of the Fund is not 
~'Y· Additional changes, whether upward or 
liotrawmi, require the approval of tbe Fund, but the 
Pund !iiiiSt eotiCUl' il it is satisfied that the change is 
~.ary II> correet a "fundamental disequilibrium" 
and it !haD not object because of the social or political 
polities of the member requesting the change. 

Exebaoge regulations and restrictions may be main­
tained in the trllD8ition period, bot member nations are 
to withdraw restrictions on trade and service transac­
tio!lll as soon as conditions permit. • The Fund may 
ma~e. representations to member nations regarding re­
st~~ong, and any member still maintaining such. re­
lltn etJOIIll five year~~ after tho agreement goes inoo 
effect must consult with tbe Fund as oo tbeir further retention. 

MUU~gemont 

All powers of the Fund are oo be vested in a Board of Governol'8, one governor and one alternate from each 
member country.• The Board may delegate ita powers, 

J Artk» IV, Bttlloa L 
IArtltlo XX,-<. 
I Art.Jdt IV, 8edJ,oe 6. 
• Art&tbl XIV. 
IArUole nt 
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with certain exceptions, oo twelve or more Executive 
Direeoors who would be responsible for tho general oper­
ations of the Fund. Five directors would be appointed by the five members having the largest quotas and seven 
by other members. The Executive Directors would ap­
point a Managing Director who would be Chairman of the Executive Directors and chief operating officer of 
the Fund. The principal office of the Fund would be 
located in tbe United States. 

Tho voting power of the member countries is re­lated ro their quotas, each member having 250 votes, 
plus one additional vote for each $100,000 of its quote. 
The ootal number of votes would be 99,000, of which the United States would have about 28 per cent, the 
United Kingdom about 13¥.! per cent, and Russia about 12¥.! per cent. There is also provision that in important 
matters relating ro loans a country's voting power in­
creases on a sliding scale as the loans of its currency 
increase, with a corresponding decrease in the vote of borrowing countries. It is estimated that under this 
sliding-scale arrangement the maximum vote of the United States might reach nearly 35 per cent of the 
ootal. Decisions will be made by a majority of the votes 
cast, with certain specific exceptions. For example, a 
change in quotas requires a four-fifths vote, which giv~ 
the United States a veoo power.' 

International Monetery Reservet 

The Fund is intended oo supplement the existing supply of international monetary reserves (gold and 
convertible currencies) and to meet any deficiencies 
that may occur. The funds oo be made available by the 
proposed Plan would supplement the existing supply of gold and foreign exchange as a means of settling 
short-term or temporary adverse balances in interna­
tional paymente. 

1 ArUe.lo W, &cUoP 2. 
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The need for tb~ Fund, however, can be appraised 
proJ>?l'lY on!y aga~t n background of the facta re­
gardtng extsting lnter.national monetary reserves. 
Tbo.re bas never been a tune when countries outside the 
Uni~ed States bad such large reser~es of gold and 
~oretgn exchange. These reserves have grown rapidly 
m recent years because of the large war expenditures 
of the United States all over the world. The United 
States. has J?nid cash .for imports of strategic and other 
materials; 1t has built naval and air bases abroad· it 
has loaned funds to foreign countries to stimulate the 
output of goods; and it bas paid out billions of dollars 
in maintaining its forces abroad. 

In 1919, at the end of the First Worl<1 War, the gold 
and short-term dollar balances held by foreign countries 
aggregated only about $5,000 million, or one-quarter or 
the amount they now hold. At the end of 1944 they 
~ggrcg~ted over $20,000 million.' In the two years dur­
rng which the monetary plans have been under discus­
sion, 1943 and 1944, these foreign holclings have in­
creased by more thn.n $5,000 million. U the war should 
continue for another year, foreign reserves of gold and 
dollar balances may rise another $2,000 million. 

These monetary reserves are not evenly distributed 
among foreign cotmtries; neither are they distributed 
aecorcling to needs. However, they are widely dis­
tributed, w!llch indicatea no general shortage of re­
serves. It ts estimated, for example, that the various 
Latin American countries bad about $3,()00 million of 
gold and dollar balances at t.be end af 1944. France, 
Belgium, and Holland have been able to keep sub­
stantial gold bolclings: France $2,000 million, Belgium 
over $700 million, and Holland $500 million. Neutral 
countri~ like. Sweden, Switzerland, and Spain have 
substantially mcrcased their holdings. Portugal bas 

to.e~t~ "!:'t. ~~-::.. ~te,. tF. 8. JMorltia .......S, &ad co~n .:.tral Brtttoe w-.. u " aacJ 81rltawlud, •lalda .,..,. aot. rep~ted ., 
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accumulated nearly $600 million of gold and exchange 
reserves since 1939. Turkey and Iran have likewise 
greatly increased their holdings. Chinn ulso has accu­
mulated substantial dollar balances. 

Only one-fourth of the countries represented at 
Bretton Woods have gold and dollar resources amount­
ing to less than their quotas. Over Jullf of them have 
gold and dollar resources equal to more than twice 
the.ir q uoUis. 

In addition to gold and dollar balances many coun­
tries have accumulated large sterling balances in Lon­
don that are ttow blocked. These blocked balances 
create a major exchange problem for Great Britain. 
Doubtless a few of the continental European countries, 
especially some of those in eastern and southeastern 
Europe, may ba ve little or no gold or foreign-exchange 
reserves, but they are the exception rather than the 
rule. Britain's position is unique. She muy have sub­
stantial reserves at the ()lld of the war, but her needs 
will be much greater, as we point out in a later section. 

The gold contributed to the Fund by foreign coun­
tries would come out of their present holclings and, 
therefore, would not be a net addition to their existing 
reserves. The contribution of the United States, and 
perhaps that of Canada, would be a net addition to the 
gold and dollar balances available to borrowing coun­
tries. This ndclition, however, would probably not equal 
more than 15 per cent of their existing holclings. 1'his 
is little more tbnn one-half the increase that bas 
occurred in foreign holdings of gold and dollar balances 
since the end of 1942, shortly before the stabili£ation 
plans were first announced. 

The maldistribution of existing reserves is tlte result 
in part of fundamental maladjustments that cannot 
be remeclied by supplying more reserves or redistrib­
uting those already in existence. As long as under-
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lying conditions are out of balance, international mone­
tary reserves will tend to accumulate in some countries 
and flow away from others no matter bow many times 
they may be redistributed. This illustrates the need 
for restoring stability of fundamental conditions. 

Transition Period 

The pw·pose of the International Monetary Fund 
is to supply to member countries the working balances 
of foreign exchange necessary to meet temporary 
changes in their international balances of payments. It 
seems designed to operate under conditions of essential 
stability in international affairs, in which international 
payments are out of balance only temporarily. 

It is obvious, however, that no such condition of 
approximate stability will prevail in the immediate 
postwar period. Stabilization loans can be successful 
when the underlying conditions are right. When these 
basic conditions are not right, however, past experience 
indicates that such loans do not accomplish their 
purpose. 

The provisions of the Monetary P lan state that 
"the Fund is not intended to provide facilities for 
relief or reconstruction or to deal with international 
indebtedness arising out of the war.'" Yet there are 
no precise de:finitions of these terms and no speeilic 
provisions in the Plan to give assurance that in 
actual operation the Fund will not be used for re­
lief or reconstruction or to liquidate debts. The gen­
eral authorization iitliat the Fund may be used to 
finance an adverse balance of payments, but all types 
of international transactions go into making up nn 
adverse balance of payments. The difficulty of exclud­
ing imports for reconstruction purposes would be al­
most insuperable. 

There is good reason to believe that ma.ny of the 
count~ies represented at Bretton Woods actually con­
template using the Fund for purchasing machinery and 
equipment or building factories or for other capital 
purposes. Some of them have made no secret of their 
intentions. Edward E. Brown, one of the United States 
delegates at Bretton Woods, said in a recent article: 
"It may be admitted tbat a country with a complete 
system of state trade, such as Russia, does not require 
credit for strictly stabilization purposes and that Rus­
sia will probably use up her quota in the first few years 
of the Fund's existence to pay for imported capital 
goods necessary for her economic reconstruction." • 

A recent study of international currency experience 
published by the League of Nations says, "Experience 
baa shown that credit facilities granted for the general 
purpose of currency stabilization may in fact prove an 
unsuitable and wasteful metbod of capital supply or 
relief.'" 

Regardless of conditions in the transition period, 
tbe proponents of tbe Fund contend that it should be 
put int~ effect as soon as possible in order that the 
United Nations may begin immediately to work toward 
a common monetary policy. Unless general agreement 
can be reacbed today, both as to objectives and meas­
ures for attaining tbcs6 objectives, it is argued, various 
countries and blocs will get started in the wrong direc­
tion and it will be harder later to secure the adoption 
of a common monetary policy. There is merit in this 
viewpoint. General agreement among the countries to 
cl.im.inate exchange controls, discriminatory practices, 
and competitive depreciation is highly desirable. 

It ought to be possible to accomplish these objec­
tives, however, without setting up a system of credits 
that is unsuited to the transition period and in the 

1 Edward£. B~ "n. bc.n.tioa&llloadaq Pu4: A Co..W..U. 
of O.rtabl ObJfdknu.,' T_.. J~ •111~• ofliol U•fwrll.lr of caec.,., o. .. ..., tU<, p.m. 
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long run may retard real progress toward interna­
tional cooperation and stabiJization. For thoso nations 
that have the will to work toward stabilization, a 
method of international cooperation can be found. 
Tboso that lack the will or tbe ability to put their houses 
in order and work toward stability cannot be led to 
stability by an of'fer of easy e.redita. 

Simply setting up an organization and securing 
commitments regarding future actions will not achieve 
the desired results if the times and conditions are not 
propitious, or if individual countries later feel that 
their self-interest lies in a different direction. 

Safecuard.o 
The safeguards against the abuse of the borrowing 

privilege do not seem sufficient to insure the sound use 
of tho Fund's resources. '!'be credits are automatic to 
the extent that tbe Plan creates the presumptio.n that 
a member is entitled to borrow to meet an adverso bal­
ance of payments on current account. • It sets up a 
credit for each member that mny be drawn upon 
unless revoked by positive action of the management. 
There are certain conditions and requirements, of 
course, that a member is expected to observe, such as 
furnishing information required, relating its cnrrcncy 
to gold at a rate satisfactory to the Fund, contributing 
its quota, avoiding discriminatory currency practices, 
changing the par value of its currency only to correct 
a "fundrunental disequilibrium," and preventing large 
inflows or outflows of capital.' 

Aside from these conditions and requirementa tho 
only guides established for the making of loans are the 
general purposes of the Fund. 1'he Fund may limit 
and, after some delay, deny loans to any member "using 
the resources of the Fund in a manner contrary to the 
purposes of the Fund.,,. This is apparently considered 

I Ar11t&o V • S.CdOI\ t. 
1: A.rUd• VDl, 6Hd ... S .. 4 lj Artie~ TV; Ar1ltlt Vl, S.tS. 1. 
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the principal Sllfcguard in the Plan, but it could be 
applied only after members have misused funds already 
borrowed. There is another provision, however, that 
is apparently intended to give the Fnnd power to refuse 
initial loans if it thinks the proceeds would be misused. 
That provision rends as follows: 

"The Fund may postpone exchange trans­
actions with any member if its circumstances are 
such that, in the opinion of the Fund, they would 
lead to nse of the resources of the Fund in a 
manner contrary to tlte pnrposes of this Agree­
mont or prejudicial to the F und or the mem­bers.,, 1 

These provisions seem to Iesve to the management 
n lnrge element of discretion. Tho general credit for­
mula thnt creates a presumption in favor of loans, 
however, would greatly limit its discretion. Members 
are encouraged to believe that they have a right to 
credits, and thnt n debit bnlnnce of payments is suffi­
cient reason for securing n loan. The Plan imposes no 
specific requirements as to internal conditions before 
credits are granted, and makes no suggestion regard­
ing internal corrective measures to be taken by coun­
tries borrowing from tbe Fund. 

The burden of proof is on the Fund to show that a 
country is using the Fund's resources contrary to its 
purposes, and we have already seen that these purposes 
nre so broad that they could justify almost any trans­
action. The credit rights of a smaJJ country might be 
denied under the above provision, but to apply the same 
standards to a major country wonld jeopardize the har­
monious functioning of the entire Plan. Since loans are 
not made for speeifie purposes, but to cover adverse bal­
ances of payments, the task of determining whether 
borrowed ftmds are misused would be difficult, espe-

I Artklt XX, 8eetloo 4 (1). 
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cially when it means keeping track of the policies and 
economic activities of possibly thirty or forty countries. 
Tho Fund cannot test loans against particular trans­
actions, but would have to consider general trends und 
policies. A country may be pursuing policies and cre­
ating conditions tbnt require credits to maintain the 
desired level of employment and the stability of its 
currency. Loans might only postpone the real reme­
dies, but it would be exceedingly diB!cult to prove that 
this was contrary to the purposes of the Fund. 

Tho management of the Fund, with ita cumbersome 
system of voting and its sensitiveness to political con­
siderations, would find it particularly dimcult to deny 
a member its right to borrow. The spirit of the Plan 
seems to be to give the borrower the benefit of tho 
doubt, at least during the transition period. Some 
countries might draw on their credits as fast as the Plan 
permits, and others, unable to cheek the outfiow, would 
be eneouraged to get their share before the Fund waA 
exhausted. Furthermore, even the representatives of 
tho creditor countries might be inelined to follow n gen­
erous policy for the purpose of promoting economic ex­
pansion and prosperity. 

Tho system of credits based on tho quotas of merp­
ber countries is unrealistic and impractical as a basis 
for operations. The quotas of member countries have 
little relation to their actual or potential credit needs 
or to their credit-worthiness. The usual testa of qual· 
ity nro not applied because of the nature of the loans 
and tl1o objectives. Tho probability of repayment is 
apparently secondary to the accomplishments antici­
pated. In fact the borrower makes no apecific promise 
~o pay i.n the currency borrowed, hut gives to the Fund 
tts own currency, which is simply a claim on the goods 
and services it has to sell. The loans have been re­
ferred to as "impersonal credits." The borrower 
does not. feel. obligated to any particular country, and 
the creditor tS not in a position to demand repayment. 

• 

If dollars and the currencies of a few other creditor 
countries are exhausted and gold contributions are ex­
pended, the remaining assets would consist of a miscel­

lany of weak currencies. These currencies would always 
be available to the creditor countries, but under pre­
vailing conditions they are not interconvcrtiblo with 
other currencies and are uot good in international 
trade. Repayment would depend upon whether bor­
rowers can Inter develop active balances of payments 
or lenders will take the goods the borrowers have to 
sell; but in p.raetice the volume and sources of imports 
nrc determined by the preferences of individual buyers, 
and not by the commitments made in inter-govern­
mental agreements. 

The progressive interest rates imposed are intended 
to act ns n deterrent against excessive borrowing.' 
These charges progress not ouly with time, but also 
according to amounts borrowed in relation to quotas. 
The rates start very low, however, and progress slowly. 
On borrowing& up to the amount of the borrower's 
gold contribution, there is a service charge (% of 1 
per cent) but no interest ebnrge. All borrowings above 
tbnt amount, i. e., "net borrowings," pay both the 
initial service charge and an annual progressive inter­
est charge. In tho fifth year after net borrowings 
begin, however, the average rate paid by the borrower 
will be only 2lh per cent, assuming that the borrowing 
country bas exercised its full borrowing rights and has 
exhausted its quota in four years. In the eighth year 
the average rats would be ouly 4 per cent, and in the 
tenth year, 5 per cent. These are certainly not penalty 
rates and' would not exert any particular restraint on 
borrowing. 

The repurehase provisions designed to limit the 
use of the Fund's resources by countries with large or 
growing monetary reserves are intended as another 
safeguard. These are discussed in the following section 
and in the subsequent section on scarce currencies. 

• Artlde V, Setdoa a. 
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Dtotrlbutlon of Fund'o Rtoourceo 

t'n.l.-r lh<' l<'rn~• .. r tho Plnn, mambers with large 
i'nf\"n\Ai i<\1~11 nh•m•lnry !'I'MCrvcs of their own, as weU 
.A$ th.\...- with inn•h~tnnfo rcservcl!, could borrow f rom 
tlwo l-'ln11l. 1'h•• 1~•1'1\>ll'ing privilcgo is available to any 
-~r with :111 n•IWI'!Itl unrront bnlnnce of payments 
l"t''..;.*"lllt..• '''~" prwt'<'<1s are used in accordance with 
:r)w. r-:1'1'""""' ,,( lh•• Pund. The r0110urccs of the Fund 
..u toot' ,ti"'O'«tl liP<'II in instllllments on a time schedule 
~ ~~ <t'~l~~ri~h ns weU as by tho exchange-poor 
<>~~ Th<' Fund mny waive the limitations upon 
Uwo~'4lm ~•d purposes of loans in favor of countries 
Wl ~, ... 3 willinl!"ncss to pledge collateral and bavc 
-' ~'11\l ru 3.-oiding large and continuous borrowing, 
lG lht rountries poor iu exchange reserves may have 
~- di11ieulty in meeting these requirements. 

Tiko ~~ti.-eness of the Fund would be materially 
~ if its resources were widely used by countries 
wiib large exchange reserves of thci.r own. The e:q>erts 
.u Bretton W' oods recognized this and inserted the 
~provisions" in the Plan to limit the use 
9f the Fund's resources by the exchange-rich conn· 
uie!s.' tinder U1cse provisions tho countries with 
iDt6nalional monetary reserves' in excess of tbcil· 
oqu.rAa.s are required, at tbe end of each year, to repay 
«~&-half ol their borrowings during the year, plus one­
half qf apy increase, or minus one-bnJf of 1111y decrease, 
io tlwir own reserves. This would btwe the effect of 
!w'!in" ~ur:h members to cover at least one-half of their 
~iv•: lm ltlnOOH with their own reserves. Therefore, 
they •::.unn<Jt horrow their f ull anuunJ allowance (2.5 per 
'l':'IJi ''' 'lii'Jta) unless their passive bnlnnec is twice M 
lar~e u thlll f)r mora. No matter bow ample a country's 
Owtllllllnetary rC~~ervCll may be, however, it could draw 

• A~ V, Hertlmt 7. 
•Art11-k XJX !"' .... ~.~~ .. Uiat, In A<hlhlo• to oflk&JI bu"U•p ot roW .... 
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down its full quota in eight years, provided its own 
reserves did not increase. 

The danger of dissipation of resources during tbe 
enrlier transition years is reduced by the fact that the 
Fund probably would not be ready to start operating 
before the first halt of 194.6. 1'bo P lan would probably 
uot be put into effect much in advance of its December 
31, 194.5 deadline,' and it would take several months 
thereafter to get organized and begin operations. Dur­
ing the first year of operations, any member which bad 
contributed its full 25 per cent in gold would at best be 
able to draw out the equivalent, so that during that year 
it would receive no net aid at nil uu1css the FUIId waived 
the borrowing lintits. A member with monetary re­
serves in excess of its quota could do this ouly if at the 
same time it were drawing at least equally upon its own 
monetary reserves. If it drew exclusively upon the 
Fund, leaving its own resources untouched, it would 
have to repay half of its bor1•owings at ilie end of the 
year, which would reduce its net draft upon the Fund 
to 12¥.! per cent. At that rate it wotdd reeeJ,•o no net 
assistance until some time in 194.8. 

A member with exchange reserves less UJan its quota 
would be somewhat more favorably situated, since it 
would not ha vc to make any repayments at the end of 
the year aud would have to make a much smaller g?ld 
contribution. Needy countries, therefore, would reee1ve 
ren1support sooner tl1nn others, wbieb is desirable. 

• 
The British Stabilization Problem 

In peacetime a large proportion of nil interna­
tional transactions has been carried on in terms of 
pounds and dollars. If these two international cur­
rencies are stable, active trade can be carried on every­
where in the worlcl because the contracts arc made in 
terms of dollars or pounds. T he maintenance of stable 
relations between these two curreucies is one of the 

I Artide X."'C, 
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most important postwar monetary problems. Wllen 
• the British international economic problem can be 

solved, the stabilization of other currencies will be 
simplified. 

There are two factors lbat make Britain's post,. 
war problem difficult. One is the large accumulation 
of foreign short-term balances in Britain, and the sec­
ond is tbe large passive balance of trade e.xpected to 
prevail for several years after the war. 

Lord Kcyues stated a few months ago that blocked 
s~~g balances would probably aggregate $12,000 
million by the end of 1944. Doubtless there will be a 
further increase in 1945. In addition to this accumula­
tion of a large shorlrterm foreign debt, Britain has 
sold over $4,000 million of her foreign investments. • 
This situatiou bas been created by Britain's extraordi­
nary war activities. 

It is clear that Britain's import uecds will be large 
an~ ~tent. The problem of feeding her people, re­
building her homes, and reconstructing her industries 
will require large amounts of foreign products. Brit,. 
ain 's import needs are not very elastic. Consisting 
mostly of foodstuffs and essential raw materials, they 
are things that she must have. On the other band, ber 
exports are .far more elastic. They consist largely of 
manufactured goods and are subject to much wider 
8uctuations than her imports. At the same time 
~rita in's income from foreign investments, shipping: 
msurance, and other such items has been substantially 
reduced. Just how large Britain 'a adverse balance of 
payments will be if 1s impossible to say, but probably 
three or four billion dollars or possibly even more iu a 
period of a few years. 

The amount that Britain could borrow from the Fund 
in the first few years of reconstruction would he very 
small in comparison with her needs. Although she may 
Eft 1 Brit.Wt ~tt Paper, Ncnoe.ber, ttu , "8tat!.ue~ Rdatlar to tM War 

ort of t.H Ualte4 Kl.aa<Jom.J• p. •o. 
40 

benoftt indirectly from purchases of her goods by for­
eign countries who have access to the Fund's resources, 
the advocates of the Plan themselves do not maintain 
that it will solve Brita.in 's stabilization problem. They 
concede that other means wiU have to be found for 
dealing with that problem. 

'!'he Fund is also ill adapted to meet tbc problems 
o! other major nations, but for ditl'eront rrosons. 
Uussin is apparently to be permitted to use the Fund 
without conforming to its terms regarding rate changes, 
exchange controls, or the use of the funds borrowed.' 
Uulike England, F"rance has not incurred heavr war 
debts payable abroad. 'J.'be fact is, of course, that 
France bas substantial gold reserves and bor primary 
need will be for reconstruction loans. 

Since the FWld .is citber not adapted to tho prob­
lems of these major powers, or would do little toward 
solving their stabilization problems, the presumption 
arises that it would provide a code of behavior chie8y 
for the smaller nations. The assumption seems to be 
that the world's exeha.nge difficulties originate largely 
'vith tbe smaller countries and spread to the larger 
ones. We are convinced, however, that lhls is a mis­
taken assumption. 'l'bero bas probably never been a 
time when some of the smaller countries were not hav­
ing exchange difficulties, but these difficulties do not 
have catastrophic effects if the major powers keep their 
own houses in order. The currencies of the smaller na­
tious may have been the first to show the effects of un­
stable underlying conditions, but it was the policies of 
tho larger nations in tho inter-war period that were 
primarily responsible for the major monetary troubles 
that ensued. The troubles with the pound and the dol­
lar und the franc were not due to difficulties in the 
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smaller countries. On the contrary, the pound's diffi. 
cultics, tbe devaluation of the dollar, and the many 
changes in the value of the franc had wide repercus­
sions on tbe I!IIUllJer countries. 

Scarc.e Currencies 

For scvcml years after the war, nn abnormally large 
foreign demand for American goods may be expected. 
'l'ho foreign tmde of the United States will of necessity 
boone-sided, with the result that tho Fund's supply of 
dollars will gradually decline and its holdings of other 
currencies gradunlly increase. 

When the Fund's holdings of any particular cur­
rcmcy run low and it cannot replenish the supply, it 
must declare the currency "scarce," and thereafter 
ration whatever supply is available in accordance with 
the needs of the members.' The declaration that a cur· 
rency is scarce nets as authorization to any member to 
impose exchange controls and use them to discriminate 
against payments for exports of the country whose cur­
rency is scarce to the extent necessary to limit the 
demand for the scarce currency to the supply available 
to the other countries. Tbis provision takes priority 
over aU existing commercial agreements that forbid 
trade unci exchange discriminations against the United 
States. Article VII, Section 5, of the Plan reads: 
"Members agree not to invoke the obligations of any 
en~agements cn~red into with other members prior to 
tbts A11recment m such a manner as will prevent the 
operation of the provisions of this Article." This 
menus that sueb protection against discrimination as the 
Hull Trade Agreements may have given the United 
States would be lost if the dollar became scarce, as it 
might. 

If dollars are scarce not only in the Fund but also 
in members' own reserves, the Ftmd's sho~ge must 
be regarded as due to general conditions. It would 

J ArtJc .. VU, 
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reflect discredit upon the Fund only insofar as one 
believes that it is the latter's task to guide ita members 
toward the adoption of policies that would lead to a 
bettor balance in internationnl payments. There is a 
danger, however, that the Ftmd may be depleted of 
dollars more quickly than the over-all situation 
warrants. 

The borrowing power of the other 43 countries 
would equal their total quotas, $6,050 million, plus an 
amount equal to the gold they may contribute, perhaps 
about $1,000 million. 'l'he demand for exchange from 
these countries will be concentrated heavily upon U. S. 
dollars. TI1e American commitment (including gold), 
however, is only $2,750 million. The gold contributed 
by other countries could be converted into dollars, but 
there would still remain a net potential demand of 
$6,050 million against the American contribution of 
about $2,750 milljon. It is not anticipated that nil the 
other members will be borrowers of dollars, but if those 
with half the quotas should borrow U. 8. currency, a 
shortage of dollars in the Fund might develop long 
before other countries have reached the maximum Iindt 
of their borrowing powers. 

The experts at Bretton Woods tried to provide for 
tho replenishment of dollars by the " repurchase provi­
sions," to which we have already referred. The pur­
pose of these provisions is to attract gold and dollars 
into the Fund, to force countries with large reserves to 
repay one-half of their borrowings, and to force coun­
tries whose reserves are rising to repay part or all of 
their indebtedness. In this way the loans to the stronger 
borrowers will be repaid, in part at least 

In addition to these repurchase provisions, ·the Plan 
provides that any member desiring to obtain tbe 
currency of another member for gold eiWl acquire it 
by sale of gold to tlte Fund, provided it eau do 10 with 
equal advm1tage. A member country may aleo ~1 iD 
gold any part of its borrowinp from tbe ll'1md. 'l'llln .. 
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is al!o a provision for rccnt•lnrlug U11: t:urrr'flcy of one 
country accumulated by tuwUJI•r 1111 n r1:11nlt of deaJ­
iDp with a third country,' ~ur,h 1.111 n pnymcnt tJ! dollars 
to Brazil by V cnezucla. 

These provisions, howcvor, mtlllllll prtlvent the Fund 
from running short of dollut'H in the IM1g run if the 
United States balance of pnyrnoniH rtmllins too long 
in disequilibrium. The rcpurchnHC provisions seem 
to apply only in part to dollars l.hnt might acenmolate 
in the baud!! of private holders. It iH a l)uC!!'tioo whether 
the drainage of dollars into privntc hands might not be 
gre~~tcr than that into official holdings. Certainly the 
former would be more difficult to recapture even u 
there were more complete provisions for that purpose. 
It would require very elaborate machinery for the eon­
sta.nt policing of international transactions not onh· 
during the transition period, but permanently. · 

~er prorision designed to prc'l'ent the rapid ex­
haustion of convertible currencies in the Fund is that 
the F~d 's resources may not be used to meet a large 
or sustained outflow of capital.' " Ren..."'nable" 
amotm.ts of capital transfers are permitted. however. 
The difticulty of controlling capital transfers is dis­
~ below in the section on exchange controls. 

U U:e repurchase clauses and other prorisions should 
pro~ tmdequate to keep the Fund on an e'l'en keel and 
a dDilu Ylorla~_re is threatened, the Fund mav with the 
.-on..~i of the United States. borrow dotia'rs either 
fro~ . .lme~ean sources or abrood.• An important policy 
d~ will r:.~ the United Stntes at that point. Shall 
addin00o1.l dollars be loaned to tho Fund in order to 
keep !; ~ing and thereby mnint11in this stimnlllnt to 
Americlm e_-cport trnde. or shill! the United States ~ 
ftll!e sueh Joan:! and let the Fund declare dollars searee, 
t~:w- .~honin$1 diserimit1atory e:cchans:c controls 
ag:li:Dst tts esporls t 

l A.nldie T , - T(b)(U) . 
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'l'hc extent of the potential obligations or commit­
ment~ of tho United States under the Fund should be 
weighed in advance with the greatest of care. If there 
is substantial doubt that the Fund will stay in balance 
in the long run, it would be foolhardy for this country 
to expose itself to henry moral pressure to put up 
more and more dollars. 

One interpretation of the Plan is that it imposes 
on tho creditor country the obligation to buy more 
goods or lend more fund!! abroad in order to prevent 
it.~ currency from becoming scarce. Lord Keynes, for 
example, in explaining this feature of the experts' plan 
before the House of Lord!!, said that the United States 

. undertakes to supply dollars sufficient to prevent tbe 
draining of reserves out of the rest of the \90rld. or 
failing U1nt, "to release other countries (rom any obli­
gation to take its exports, or, i! taken, to pay for tbem. 
I cannot imagine that this sanction would ever be al­
lowed to come into effect. U by no other means, than 
by lending, the creditor country will always have to 
tl.nd a way to square the acco1mt on imperative grounds 
of its own sol f-interest.'" 

Dr. Harry White says the F und might find that the 
principal cause of the difficulty was excessive imports 
by borro\viog countries, and would require corrective 
measures. H e says fmther: "The Fund might find 
t11at tho cause.' of the scarcity were high trade barriers 
in the country whoso currency was scarce, or a failiU'O 
to undertake adequate international investment, and 
it would propose appropriate remedies."' Preeum· 
ably, the "appropriate remedies" in the case of eearce 
dollars would be to suggest that the United Btatell 
reduce ita tariff or other trade barriers and make larger 
investments abroad. 

1 Addr• btfort l~• 00011 of Lo~ Ma7 ~~~ lHt. 
s n. 0. W.1te, u-n. Mooetur Pad: eo.. en...-. *••' ... !' 
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Exchange Controls 

One or the objectives of the Plan is tho elimination 
of rorcign exchange restrictions that hamper the 
growth of world trade. During the transition period 
however, members may keep the restrictions that the~ 
a lready have and adapt them to changing circum­
stances.' Those members whose territories have been 
occupied by the enemy may impose addmonru restric­
tions where necessary. Members may ruso impose 
restrictions on exchange operations in a currency de­
clared scarce by the Fund. They may exercise control 
over capital transfers and are expected to prevent 
large or sustained outflows of capital. 

Except in the case of capital transfers and scarce 
currencies, members are expected to withdraw restric­
tions as soon as they are satisfied that they can settle 
their balances of payments without restrictions and 
without undue use of the resources of the Fund. Five 
years after the Fund begins operation, any member re· 
taiuing restrictions is to consult the Fund as to their 
further retention. Furthermore, the Fund may in 
"exceptional circumstances" make representations to 
nny member that conditions are favorable for the with· 
drawn! of restrictions. If, after such representations, 
a member persists in maintaining restrictions incon­
sistent with the purposes of the Fund, such member 
may be denied access to the resources of the Fund. 

It is not clear what the authors of the Plan meant by 
tho term "exceptional circumstances." Presumably, 
they wanted to make it possible for the Fund to require 
member countries to remove exchange restrictions be­
fore the end of five years if conditions clearly indicate 
that they can do so. The term "exceptional circum­
stances," however, is very broad and puts a heavy bur­
den of proof on the Fund. The benefit of any doubt 
goes to the member imposing restrictions. Once re-

1 Article xrv. 
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strictions arc removed they cannot be reimposed wiUl· 
out the approval of the Fund. Therefore, members 
may be reluctant to remove controls. 

While the general objective of the Plan is the gradual 
elimination of exchange controls over trade and service 
transactions, the powers of the Fund are in tho nature 
of the cnse lim.itcd and not very specific. Tho pos­
sibilities of disagreements are great. In u letter to 
Tho Times (London) of August 24, 1944, Lord Keynes 
said there was nothing in the Bretton Woods P lan 
to prevent "our requiring a country from wl1ich 
we import to take in return a stipulated quantity of 
our exports. . . . Equally there is nothing to pre­
vent other countries f rom requiring us to tako 
their imports as a condition of receiving our ex­
ports." To us, however, such an arrangement would 
seem to be not only contrary to the spirit of lbe Mone­
tary Plnn but also in direct violation of the provision 
which states that "no member shall, without tho ap· 
proval of the Fund, impose restrictions on the making 
of payments and transfers for current international 
transactions.'" It is apparent that there hns been no 
meeting of iniuds on this issue. 

The fact that the Fund is supposed to operate in the 
transition period and to make loans to member com~ ­
tries before exchange controls are removed makes 1t 
difficult for the Fund to insist on their removal later 
without a substa.ntial amount of friction and perhaps 
ill feeling. P ostwar recovery may not proceed in ~ 
countries according to anticipations. Many spec.tal 
problems and difficulties will arise in ~me of ~e coun­
tries and exchange controls may be like certam types. 
of emergency legislation that are never removed . for 
fear the emergency will return. The Plan rceogn1~ 
this possibility and says:"· .. the Fund~ rceogruze 
that the postwar transitional peri~ will ~.one of 
chango and adjustment and in making dec1s1ons on 

t Article VJU, SMUon I. 
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requests oocasioocd U1ereby which are presented by 
any member it shall give the member the benefit of any 
reasonable doubt.'" Edward E. Brown says: "It 
must be admitt.ed thnt the teeth given the l>'uud to 
enforce the withdrawal of restrictions on current pay­
ments now in effect nrc wcnk. '" 

To exercise adequate control over capital transfers 
would necessitate supervision over nll international 
transactions, including the registration of aU gold nod 
foreign c.xchange holdings of members nnd their nation­
als. The same is true, in a measure, of the rcpurclmsc 
provisions twd tho provision that the resources of the 
Fuud may not be used in n manner contrary to the 
P•.'r~ose~ of the F und. Instead of res ulting in the 
clinuunhon of exchange controls, the effective cnforce­
m~nt of these provisions would require permanent mn­
rlun~r)· for exchange supervision. 

Flexibility of Parity Rates 

Lack of agreement on fundamental principles raises 
doubt as to the fcnsibility of the Plan. '.L'lie British 
want, at t.be moment nt least, freedom of uction iu rate 
~bauges ~vbilc the ~uited States wants stability. 
The Pla.n ts preseuted 111 the United States ns n measure 
for st.~bilizing cxclJnngc rates, but in Britain it is pre­
sented~ a de~ ice that contemplates flexibility of rates. 
In Amer•cn 1t ~s loo~e~ upon as consistent with the gold 
Atnnclnrd. but m Br1tisb official circles it is cousidercd 
the opposite of the gold standard. The British Obnn· 
cellor of the Exchequer has emphasized repeatedly 
that the Plan 'vould not menu the restoration of the 
gold standard. Lord Keynes goes further and calls i t 
the precise opposite of tl1e gold standard: 

"l!'or instead of maintaining the principle that 
the mterual vnluo of a national currency should 
conform to a prescribed de jure external value, it - --

• Artk" xn·, Sfttlon G. 
! Op. t it., r. !OS. 
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provides that its external value should be altered 
if uccessary so as to conform to whatever de facto 
internal value results from domestic policies, which 
themselves shnll be inmmne from criticism by the 
Fund. Indeed, it is made tho duty of the Fund to 
approve changes which will have this effect. 'l'hal 
is why I say that these proposals are the c.·mct op· 
posite of the gold standard."' 

What Lord Keynes means when he says that it is the 
opposite of the gold standard is that n member untio11 
will 110 longer commit i tself to ma·ke adjustments ill 
domestic policies in order to restore cquilibriun1 in in­
terllationnl payments nnd to maintain a fixed purity 
rate. On the contrary, excbn11gc rates may be changed 
to remedy disequilibria, even though caused by domes­
tic policies. In fact, the Plan provides specifically that 
the Fund shall not object to a proposed change ill rates 
"because of the domestic social or political policies of 
the member proposing the clumge.." • The term "do­
mestic social or politicnl policies" is broad enough to 
include any domestic policy. Economics is a sociul 
science and no doubt there nrc those who contend that 
most economic policies are incl uded under social poli­
cies. Frequently t11ey are also political. Deficit financ­
ing to t·elicve unemployment, for example, is both 
a social and a politicnl policy. Dr. Harry White says 
that the Ftmd cannot be placed in Ute position of 
judging the domestic social or political policies of its 
members. "It could not forbid countries to undertake 
social security programs or other social mcnsures on 
the ground that such measures may jeopardize a giveu 
parity.,,. Currency debasemunt usually comes from 
internal causes and with this provision in tbe Plan any 
management of the Fund that sought to achieve stabil· 
i ty would operate under n serious handicap. 

I Addr .. before the Roue ot Lo..U, Ml1 IS, IO.U , 
• Artie .. lV, SHtlon 5(1), 
• Op. th., p. !00. 
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This provision of the Plan seems to warrant the in­
terpretation given by sorne that the usual procedure 
!or correcting disequilibria would be by changing ex­
change rates. If followed closely, such a policy would 
be a complete departure from the principle of inter­
natioWll stabilizat-ion. It would seem more like a plan 
!or giriug approval and respectability to rate changes. 

It is not clear what proportion of the British public 
holds this extreme view. The British experts must 
appreciate tbe necessity for essential stability in the 
pound sterling ii Britain is to continue to play a major 
role in international trade and finance. The Fund, how­
~.-er. will certaiuly give aid and comfort to those in any 
member country who would tend to rely on changes 
in <"nrrwcy Yalues and on credits rather than on mak­
ing n~ed internal economic readjustments. 

In di.~ussing these provisious regarding rate changes, 
.Ed.-ud E. Bro= says: "While the Fund might hesi­
tate ro object ro a ·Change which, after discussion, it 
belie..-ed nnwnrrnnted but which was still insisted upon 
by 3 P\'31 powe.r, there is no reason to belieYe it would 
so ~itate in the case of a small country."' If the 
~ follows U1is policy generally of making tbc small 
m nons 104? rhe mark while tl1e major powers are treated 
ID(Ire le.nienll~-. it is not likely to promote good will and 
humony among nations. 

We a...""-ume that the United States intends to mnin· 
tain the Pn>sent fixed ratio between the dollnr and gold. 
~ dt>lbr under such circumstances ''"ill be tbe one 
:;;;sbJe l'urrwcy around which others might adjust them· 
~l'eS or tlueru:u e ns the ease ma..- be. To what extent 
.l.meJ:k:l."s inte~ts will be n.ffect~ by these provisions 
~nt>~g rate chnn!:CS cannot be foreseen nt this 
nme. ~o doubt some flexibility in rntes is essential in 
the tran9tion Jl('riod. hut tl1c United States places 

great emphasis on stability nnd woultl probably givG 
its approval to rate changes only in rare eases.' 

It is clear iliat there is a wide basic difference in na· 
tionnl attitudes on this matter of flexible exchange 
rates. 'l'his could lead to serious controversies over the 
interpretation of ilie Fund's ~wers and ac!'i':itie;>- As 
long as this controversy remntns unsettled, 1t IS diffir.ult 
to see bow a workable long-run stabilization measure 
can be agreed upon. There are too many doubts and 
uncertainties as to both Britain's future and our own 
for us to secure full ngrecmeut on these matters at the 
present time. 

Reliance on Credits to Stimulat·e International Trade 

One of the major purposes of the Plan is ~ stimu· 
Into international trnde and general prospen ty. The 
stimulation of trade and investment, it is contended, 
will work toward the balancing of international pay· 
ments nt a level of activity which increases employment 
and living standards in all countries. ~ the early pn~t 
of this report we quoted from the offi<llal Plan the sue 
purposes of the Monetary Fund. The second of those 
purposes reads as follows: 

"To facilitate the expansion and balanced growt11 
of international trade, and to contribnt? thereby 
to the promotion and maintenance of high levels 
of employment and real income and to the develop-
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meut of the productive resources of all members 
ns primary objectives of economic policy." · 

Apparently the experts feel that stabilization cnn be 
accomplished through impersonal credits which would 
Rtimulnte trade expansion ntld create prosperity and 
full employment in the member countries. Instead of 
nllowin!( trade to determine the amount of credit re· 
quired they would stimulate trade by a credit policy. 
Stability through expansion is the term sometimes 
used to express this viewpoint. Instead of restricting 
their pnrclmses and living within their means, the 
debtor countries would be provided with more buying 
power, and the balance would be created by expansion 
in the creditor countries. 

The theory of expansion through credits was ap­
parently a major feature of the original Keynes Plan 
which provided for a Clearing Union that would estab­
lish overdraft facilities for member countries. The 
Union would have settled balances between debtor 
countries simply by debiting one and crediting the 
other. 1.'be aggregate quotas were made large enough, 
some $30,000 million, so that the Union could not only 
tnko care of the needs of the transition period, but 
could a I so be a strong stimulant to world trade. The 
llfonetary Ftmd as agreed upon at Bretton Woods is 
less inflationary than the Clearing Union because the 
volume. of credits available is smaller. However, trade 
exp_ans1on by the use of credit apparently still is a 
bas1o part of the thinking back of the Fund.' 

T~e Fund proposal is a part of a broad program for 
to~gn lending. In addition to the Fund, with a 
Umted States contribution of $2,750 million, and the 

1 
It It ot huertet iA thia ~nnection that one of tbe reMtvatlon.a made br the 

Allltrallan del•c•tlon wu that tllt purpo8et, of the .Fund u ••. pia~ too 
lillie empha•l• on the promotion a.ncl maintenanto ot hlah lt1-rela of cmplo'{mtot, 
nd too hllltlh tmJihn.efs on tho pf'(lmotion ot euhure ttabUit,.. , • , ' 

proposed International Bank with a subscribed capital 
of $9,100 million, it is also proposed to expand the len~­
ing facilities of tbc Export-Import Bank several btl · 
lion dollars. These facilities would be in additipn to 
Lend-Lease, to commercial banking facilities, which 
can finance current international trade to the cxtctt t 
of several billion dollars annually, and to other private 
lending agencies that may engage in long-term for­
eign loans. 

Ultimately UuUed States loans abroad can be paid 
back only in ~:oods and services. This country must 
recognize the fact that in the long run it must buy from 
foreign countries as much as it sells to them. Tl1c more 
it sells to them on credit today, the more _they must 
repay it later in goods and services. The Umted States 
can accept gold Cor some of its exports, but ~he amount 
of gold other nations are willing to part wtth, as well 
ns the amount tbat the United States en? advantage­
ously receive, is limited. Loans nnd credtta are essen­
tial at times, but tbis country cannot finance n _large 
export balance indefinitely nnd expect to be rcpntd. 

The great exodus of dollars n~w contcmpla~cd 
through existing and proposed agenc~e~, when consid­
ered in connection with the $20,000 million of gold nud 
dollar balances held abroad, might impose n severe 
strain on the economy of this country and. ndd sub­
stantially to inflationary influences. There ts also tbe 
danger that the United States may overstimulate trad.c 
for a few years, as it did in the 1920's, and th~n experi­
ence a collapse of the boom. A great expans1on would 
doubtless be followed by a severe decline, regar~lc.~ of 
nny plans or intentions to ~e ~n~. ~ere IS litUe 
in past experience with artificml stimulation through 
credit expansion that justifies high hopes for perma­
nent benefits from such a pol.icy. A sound and orderly 
growth of trade, without excessive stimulation, would 
b~ more lasting. 
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INTERNATIONAL BANK FOR RECONSTRUCTION 
AND DEVELOPMENT 

The Internatiolllll Bank is a more practicnl proposal 
than the Internntionnl Monetary Fund. The organ­
i7.ation and purposes of the Bank are soundly con­
ceived, and it is well designed to meet postwar needs. 
It would operate selectively on the basis of indicated 
needs, rather than on the basis of quota.s, and would have 
more fla.xibility than the Fund. There are a number of 
safeguards designed to insure that tho funds borrowed 
wiU be used for constructive purposes. 

Purpooa 

The Bank is intended to promote international lend­
ing of private long-term capital. Its purpose is to help 
in the restoration of economies destroyed or disrupted 
by the war, in the reconversion of productive facilities 
to peacetime needs, and in the development of produc­
tive facilities and resources of less developed countries.' 
This would be done by the Bank through direct loans 
from its own resources or from borrowed funds, and by 
guaranteeing loans made by private investors.• In the 
long run, tho Bank would be expected to promote the 
balanced growth of international trade and help to 
maintain equilibrium in the balances of payments of 
member cotmtries. 

Copital llDd Mo~ement 

The agreement provides for an authorized capital 
of $10,000 million, of which $9,100 million is e.'qlected 
to be subscribed by the 44 nations represented at Bret­
ton Woods. The principal allotments are $3,175 mil­
lion for the United States, $1,300million for the United 
Kingdom, $1,200 million for R ussia, $600 million for 
Cbi.nn, and $450 million for F rance. The smnllest allot-

I Artlde t. 
t Art.ldo tv. 

mentis $200,000 for Panama. The subscription allotted 
to eacb country is shown in Appendix B.' 

Not all the subscribed capital would be payable at 
once.• Only 20 per cent could be called for use by the 
Bank in makillg direct loans. Initially, 2 per cent of 
the full subscription would be payable in gold or U. S. 
dollars. The other 18 per cent, when called, would be 
payable by each member ill its. own cu~·rency. 1'1Je 
remaining 80 per cent of subscr1bed cnp1tal would be 
considered a guarantee fund and would be called only 
as needed to cover losses incurred by the Bank on 
guaranteed loans or on loans made by the· Bank out of 
borrowed funds. On the basis of the original mem­
bership of 44 nations the Bank would thus ha\·e $1,820 
million for direct loans and $7,280 million subject to 
call to meet losses on the Bank's borrowings and 
gnaraqteea. 

When calls are made to meet these liabilities, a mem­
ber may pay in gold, in U.S. dollars, or in tho currency 
in which the Bank's obligation is to be met.• Member 
countries would be jointly and severally linhle on the 
guarantees, but each country's liability wonld be 
limited to tbe amount of its subscription.• 

The Bank would be managed by a Board of Gover­
nors, one Governor and one alternate from each member 
nation, and by twelve Executive Dire~tors, of .whom the 
five countries with the largest subscr1bed cap1tal would 
appoint one each. The other seven would be elected by 
the Governors of the other countries. The Board of 
Governors may delegate to the Executive Direc~rs a~ 
except certain specified powers. The Executive DI­
rectors would select a President to be chief of the 
operating stafr of the Bank. The principal offiee of the 
Bank would be located in the United States. 

• s.. p. et. 
t Art.Jd1 IJ, 8ecUoo G. 
I Arllelt n, 8te1.l011 7, 
• Artlele rv, Soeuo .. 7. 
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EAch member nation would have 250 votes plus one 
1·ote for every $100,000 of its capital subscription. 'l'he 
United States would have about 31 per cent of the total 
1·otes, although its allotment would be 3.5 per cent of the 
subscribed capitnl. Decisions would be made by 
majority vote, except where otherwise specified.' 

.Members of the Bank must also be members of the 
International Monetary Fund.' 'Xhosc who accept 
membership in the Bank before December 31, 1945, 
will be original members. After that, other members 
of the Fund may be accepted to membership in the 
Bank on such terms and conditions ns the Bank may 
prescribe. 

Loans and Guanntea 

'fhe Bank may facilitate foreign loans in three ways:' 

J. By making or pa.rticipating in direct loans out of 
ita own funds. (20 per cent of ita subsc•·ibed capit.~l 
is nvnilnblc for this purpose.) 

2. By making or participating in direct loans out of 
IJOTI'OWCd funds. 

3. By guurnutccing in whole or in part loans made 
UY pl'ivatc i IIVCS!OI'S. 

. Total outstanding guarantees, participations and 
dtr~t lon.ns bl:' the Bank shall not exceed 100 per cent 
of •ts ummp:ured subscribed capital, surplus ond re­
scn·cs. The Bank's facilities would be avoilnble only 
!or the benefit of member countries. The Bank may 
make, par~~pate in or guarantee loans to any member 
~r any ~hhcal subdivision thereof, or to any business, 
mdustrJal or ngricultur:ll enterprise in the territories 
or a member. Tbe Bank would deal with members 

I Artlt)e \"~', 

t Atlltl.o II, &ttion I (D). 
I Atllt1t IV, • 
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only through their treasuries, stabilizntion funds, cen­
tral b.wks, or other similar fiscal agencies. Loans to 
political subdivisions or private enterprises, therefore, 
·would be made only through these agencies.' 

Direct loans by the Bank from the capital subscrip­
tions paid in currency cannot be made without the 
approval of the country whose currency is being loaned. 
'rbis means tbnt cncb country has a right to pass upon 
the projects to be financed with its cul'l'eney. Pay­
ments to the Bonk on these loans, both principal oud 
interest, must also be made in the currencies lent, unless 
the borrower chooses to pay in gold or the Bonk nod the 
country whose currency was loaned agree to puymeut 
being made i11 another member eurreuc~·. 

The Bank moy borrow funds to make direct lomll!, 
but only with the opproval of the member in whose 
marketa the funds ore rnised and of t11e member in 
whose currency the loan is denominated. After the 
funds nrc raised, bowever, the Bank bas full authority 
over the usc to which they are put. Payments clue in 
any one currency on loans made from borrowed funds, 
however, may not be in excess of the Baul\'s liobility 
on borrowings payable in tbat currency. On loans 
made out of borrowed funds tbe Plan provides thot 
the Bank shall cborgo o commission on the out­
standing portion of the loan. Dnring the first ten 
ycnrs of the Bank's operation the commission sholl be 
between land l Y.! per cent per annum, but ortcr that 
period tho rate mny be changed. 

The Bonk may guarontee a loan only witlt the op­
proval of the member in whose markets the funds nrc 
rnised, and also the member in whose currency the loan 
is denominotcd. Once approval is given, however, the 
borrower may usc the proceeds to purchase goods in 
any member country. The Bank must receive suitnble 
compensation in the form of a commission for its risk 

I Atltelt JIJ, 
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in guaranteeing a loan. For the first ten years the com­
mission charged on guarantees shalJ be between 1 nod 
1~ per cent per annum, payable on amounts outstand­
ing. The commissions received from guaranteed loans, 
as well as those from direct loans, are to be set aside as 
a special reserve to meet the Baok'sliabilities in case of 
default by borrowers. 

Condltlona on Which Bank May Make or Guarantee Loans 

1'be following is an impressive list of conditions and 
safeguards imposed upon both direct loans and guar­
anteed loans:' 

1. When the member in whose territory the project 
is located is not itself the borrower, the loan must be 
guaranteed by the member or its central bank, or some 
comparable agency. 

2. The Bank must be satisfied that the borrower is 
unable to secure the loan elsewhere unde.r " reasonable" 
conditions. 

3. A competent committee must have submitted a 
written report recommending the project after a care­
Cui study of the merits of the proposal. 

4. 1'bc rate of interest and other charges must be 
reasonable and the schedule for repayments appro­
priate to the project. 

5. Due regard must be given to the prospects that the 
borrower will be able to make repayment. 

G. Except in special circumataoces, loans made or 
guaranteed must be for specific projects of t·econ.~truc­
t.ion or development. 

The Bank must take steps to see that the proeeeds of 
n loan are used only for the purposes for which it is 
granted. Furthermore, the borrower would be per­
mitted to d.rnw on the proceeds of a loan made by the 
Bank only to meet expenses in connection with tbe 
project as they nrc actually incurred. The Bank, bow-

1 ArtldtliJ, S«Uon 4. 
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ever, cannot require that loans made or guaranteed 
be spent in any particular member country. 

Value of Bank'a Guarantee 

Tho International Bank is chiefly designed to en­
courage private internntional lending. Its principal 
function would be to guarantee loans made by privnte 
investors rather than to make loans itself. 1'here are 
sound reasons why international lending sbould come 
from private sources. In the postwar period, however, 
private lenders will be reluctant to assume all the risks 
involved and will need special encouragement. 

Tbe Bank and Currency Stobilizatlon 

Although the International Monetary Fund nppcnrs 
impractical, it hns certain desirable features designed to 
encourage and coordinate efforts toward international 
monetary cooperation that, in substance, could be 
transferred to U1o Bank. In its lending operations the 
Bank will have a vital interest in exchange controls and 
in the stabili1.ntion of exchange rates. It will need to 
take steps for removing exchange controls that are not 
necessary and for preventing discriminatory rates of 
all kinds. Tho Bank could provide facilities for con­
sultation and collaborntion so necessary in dealing with 
international monetary and financial problems. 

1'ho following nrc suggested changes and addl~ions 
to tho Articles of Agreement for the International 
Bank: 

{1) In order to sever alJ ties between the Bank and 
the Fund it will be necessary to revise Section 1 of 
Article ll which makes membership in the Bank cOn­
ditional upon membership in the Fund, and to eliminate 
Section 3 of Article VI which provides that when a 
country ceases to be a :Oember of the Fund it auto­
matically loses membership in the Bank. 

(2) The provisions of the Fund (Article XX, Sec­
tion 4) for determining initial parity rates could be in-
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corporatcd in tlte Bank Plan. 'l'his procedure wou]tl 
require a member and the Bank to agree on the rate. It 
is clearly nccCSSI\ry to agree upon initial rates when a 
part of the capital subscription is paid in local cur­
rencies. 

(3) P t·ovisions designed to restrain mte changes as 
much as possible should be added. Some flexibility in 
rates may be necessary during the transition period, 
but variations can be reduced to a minimum if consulta­
tion and approval are required before rate changes are 
made. 'l'he Bank Plan already recognizes its interest 
in tbc problem by providing for the maintenance of the 
value of its currency holdings in case of rate changes.' 
'l'be Bank is obvionsly interested in a wider sense in 
maintaining stable rates. 

(4) A provision looking toward agreement as to the 
t·emo••al of C.'l:change controls on both current ac­
count and capital transactions as soon as possible could 
be incorporated in the Articles of Agreement for the 
Bank. 'l'be obstacles that exchange controls would 
impose on the Bank's operations arc clear. The Bank 
could adopt the Fund procedure for the removal of 
exchange cont.rols, and at the same t.ime avoid the tend­
ency toward additional controls contained in the Fund 
mcclmnism. 

(5) Provisions requiring members of the Bank to 
avoid discriminatory currency arrangements and multi­
ple currency practices should also be incorporated in 
the Articles of Agreement. Such practices would 
clearly impair the efficiency of the Bank's operations. 

(6) The statistical information regarding trade, in­
IC!'nntiounl investments, moneta.ry reserves, etc., that 
is pro,•ided for in the Fund Plan,' should be supplied 
to the Bank. These data would be essential to the 
Bank if it becomes the center of international mone· 
tnry consultations. 

• Arrltlo 11, Section o. 
:: A f11C'Ic vn r, Settlon G. 
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APP E NDIX A 

QUOTAS li'OR INTERNATIONAL N ONETA.RY FUND FOR 
COUNT RIES RE PRESENTED AT THE CONPBRBNCII: 

( In mllll0111 of United Statn dollatt ) 

AUJtraHa ................ .. 
&lgium .................. .. 
BoH'fia .................... .. 
Bruil ...................... . 
Canada .................... .. 
Chile ..................... _ 

/China _ _ , ........... . 

Colombia .. .. ........ . 

Cotta Riea ..... ·---
Cuba ........... .. 
Czecho.loukia ...... .. 
Denmark ................ .. 
Dominican Ropublie 
Ecuador .................. .. 
E8')'Pt ....................... . 
El Salvador ............ .. 
Ethiopia .................. .. 
France ..................... . 
Greece .................... . 
Gua!A!maln .............. . 
Haiti ..... 
Honduras ................. . 
l eelud ................ .. 
India ....... .. 

200 
22r, 
10 

150 
300 
50 

550 
50 
5 

50 
1:15 
'" 

5 
5 

45 
2.5 
6 

150 
10 

(i 

5 
2.5 
1 

400 

Gl 

Iran -········• .. •·•••••······ 
Iraq ........................ .. 
Liberia .................... .. 
Luxembourg .......... .. 
Mexico ..................... . 
Netherluds ............ . 

New Zea11.11d --· 
Niearqua _,_,_ 

Norway .. - .............. . 
Panama ................... . 
Paraguay ................ . 
Peru ......................... . 
PbiHppine Common-

wealth .................. .. 
Poland .................... .. 
Union or So uth 

Africa ................... . 
Union of Soviet 

2(i 

8 
.u 

10 
90 

215 
50 

2 
60 

.5 
2 

25 

15 
125 

100 

Sooialiat ll<!publi.. 1,200 
Unit.ed Kingdom ...... I ,300 
United States ...... .. 2, 750 
Uruguay ......... ... ... 15 
Venezuela ............. _ 15 

Y ugoala•ia .• -.......... "!":~60:--
Total 8,800 
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APPENDIX B 

SUBSCRIPTIONS TO THE INTERNATIONAL BANK FOR 
RBCONSTRUCT!ON ANI> DEVELOPMENT ALLOCATE!> TO 

COUNTRIES REPRESENTED AT THE CONPBRBNCE 

Auatralia ................. . 
llolgium ................... . 
Boli•ia --........... _,_ 
Bruil ...................... .. 
Canada .. - ·-·--..... .. 
Chile .... - ............... .. 
China ................. .... .. 
Colombia .. - .. - ..... .. 
Coeta Rica ......... _ ... 
Cuba .... --............. .. 
C&eeh-.lovalda ....... . 
Otnmark ............... . 
Dominican Republic 
F.eu1ulor ................... . 

Egypt ....................... . 
Bl Selvador .......... .. 
Ethiopia ................ .. 
1-..,reu~ ........... _,,, ..... . 

o..- . 
Guatemala ...... _,_ 
Haiti ___ ... _ 
Hoaduru , __ _ 

l .. land ----

(llillioM of I>ollan) 

200 
225 

7 
105 
325 
35 

600 
35 
2 

35 
125 

"' 2 
3.2 

40 
1 
!I 

4.50 

25 
2 
2 
1 
1 

India ....................... . 
Iran ......................... . 

Iraq ·················-·······-
Lib•ria .................... .. 
Luzembourg ..... . ... 

Mweo ··-··­
Netherla.ada -·····-·­
New Zeal&nd ···-·--
Nicaragua ······-······· 
Norway ·······-········-­
Panama ...................• 
Paraguay ................. . 
Peru ........................ .. 
Philippine Commou-

wealth ................... . 
Poland ..................... . 
Un ion o! So uth 

Africa ................. . 
Union of Soviet 

400 
24 
6 
.5 

10 
65 

275 
50 

.8 
50 

.2 

.8 
17.5 

15 
125 

100 

Soeia!h<L Repubu.. 1,200 
United Kingdom ...... 1,300 
United Stau............. 3,175 

Uruguay .. ·-·----· 10.5 
Venezuela ...... -....... 10.5 

Yugoo!aYia ................ -:-:-:-40:-
Total................ 9,100 

, ,, , ... .-ablruiptla of .l>thm.ut thaD be delumJaed b7 ta.e ..Baal; atwr 
iltiiJUtlt Atttii{IIIM'albtr~hip In Attonbn~ with lbtwe Artle.JH lit A(ffi!lllf!IIL 
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fEB 7 1945 

The Army Gr ound Foroea de•onatrat1on unite, "Here•• 
Your Intantrr", which •• ware prlv1lebad t o 1chedula in 
t he Sixth War Loan pr oved t o be the out1t andlng nationa l 
pr omotion or the Drlva. J do not think t hat • • have over 
received =ora 1pont1neoua reports in prai1e of 1 e lnLle 
proaotional operation. In ovaluat1~ raaul t a our •ar 
Finance Chai~an tn tha atataa vieitad were enthuaieetic 
in crodi tlnt the exhibition with increaains the aala or 
War Donde, rec!ucif~E t he nuabar of redemption• a Dd ltt.u­
latine worker •orale. our at e t e otticea were enabled to 
reacb end exceed t heir c~unit7 and atata War Bond quot11 
and in every ca1a the retur n or a unit ror the next d r i ve 
waa raquoated . 

•Hero'• Your I ntantrr" =ado a coat powerfUl appeal to 
t he public t o back up tba Infantry b7 bu7ine Benda and atar­
i~ on the job. We teal that lt would be or inaattm.bla 
asaiat anoo t o the Traaaurr pro~~ to repeat t he operation 
on a br oader acala 1n t he Seventh Loan aDd 1Ut£11t that 
twantr•tour unite could be aobadulad t o cover avarr ateta 
1n the countrr. 

Tba da t aa or tb• Seventh Loan have not r•t been dati­
nltalr utablhhad but it 11 pr obable that the openift6 will 
be around the middle or MaJ. We ahould £r&atl7 appraohta 
J OUr favorable conaidaration or our propoaal at an early 
data 10 that •• •aJ taka ovary poaaibla advantasa ot a 
coaat t o ooaat tour or the Jntantrr ahow b7 davalopins a 
national preu aDd pra.otlon pr~ram aa tar in advance aa 
pouibla. 

Sinoera17, 

~I H Morgenthall, Jr. 
,Sion- · 

General Jo .. ph w. Stil .. ll 
c_.Ddine Oeaerel 
Eaadquartera Ara7 OroQDd 'oroea 
Ara7 War Col l • r • 
• aah1Qbton, D. o. 
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horuar~ lei, l\1~ 

~ear ~. ~ra~ell: 

1hrou~b ~ ~articipation in tbe "America 
United" broadcaat of the .l.merica.n .reaeration ot 
Olbor, la&t Sunda~ , I came into ver~ fleasant con­
tact wl.th jour or&anillation . 

The technical arranbe~en~& •ere exceedingl~ 
well handled in order to enable me lo take .t"&rt in 
this broadcu t f r om !IIi' .r'an near .roug.llk.eef&ie , Hew 
'lork, a.nd ! am deeply grateful ior al l tr.e \.11111 a.nd 
effort whicu ~our r epresentati ve& bestowed upon taem. 

Aoove all, ! am impreased •itA tne fact tnal 
in pruent i ug tL. ia aeriea o! pror.ra..ns to W.llione of 
American workers, the 1'1a~o.nal broadcas~iug t.o.apany 
i s perfor~inc a vital public service. 

lour& aincer el j , 

Mr. ~ilea 1r~l 
Preaident, ~lio~ broadcas tin~ 
C~pan~, !ncorrorated, 

R.c .~. buildin6, rladio Cit~, 
Jew York 20 1 ~ .. iork. 

so 
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FEB ... c. 

Dear MP • Ol'OOilt 

I want you to lal .. that I a reatlJ ftl"Ood tbe 
opporhllltJ &1ftn .. laat SllllllaJ 'bJ tbe Atlorioan 
FedoretioD ot Labor to take f&Pt 1Ja ito •AMriM 
tlll1to4• broe4Motl, 1Ja a 41onool• ot tho nbJoot 
•h)'iD& POP '!'be Wap. • It ftO 0 Ylt&llJ 1apol'taDt 
oubioot, OD whiob I wao &lad to &1ft )'RP a reat .,..1o 
oud ODM •• tull 1nto ... t1on •• poooiblo. Tbo d1o­
O'Q0010D wb1oh toll ... d wao oat...al7 1ntereot11n&• 

Tbo FodoroUOD rondoro tine oonioo to ~ 
Aaer1oan paoplo 'bJ oootuot1D& a"Ooh broadaaoto - a1•· 
1J1i thae aaDJ polnto ot Yiow • taportant asaU.al 
pro'bl .. o. n 1o ,o.cs to till4 a a roat ~~eu-1 or­
I&D1M,10D 11ko ,..mro worklac on O'QOb broad oODot~•­
t1Yo eduaatiaaal 11aoo. 

Pl•••• aoMpt •J olnMro thanlto tor lottlq .. 
haft a part lJl \bio pi'O& ..... 

Slnoorelr, 

(Signed) H. Morventhau, J r. 

Ml'• WillS.. o .... , 
PNo14ell\, 
Aaeriaaa PMoNUOD ot LaMP 
•••oau...uo ...... •• •• b ... ,, •·•· 
WaobJai\OD, »• O. 

T)pod 1/ 11/46 

JLB aRB 

31 

• 

Regraded Unclassified



( 

FEB , ri 144 ~ 

Dear lllr. r.ar l t 

I uadentu4 \ba\ 1t wao o\ 71NI' O'II4UIOOUOil 
t bat I wao 111Ylt.a4 bJ Pl' .. 14ont 0NOD Of tbe 
.blorlMD r.cterat1011 of taboP to tako part ln \be 
• ._.rloa Ualto4• radlo proa ... laot Suada71 eat 
I wet to OOBY07 to 7CN • 7 o111MN tballko. 

I weo •ob ploooo4 \o t.h ,.... 111 tblo ,..._ 
&ra.• a a aYO \be ?Poa1NJ7 Depal'tlaent e opper­
talll\7 to prooont to • laJOIO oootlOD or the AaoPl· 
oaa paep~ e s.,.net Jbaoo of the aatl-1 war 
otfon. Ia wq ep1a10D t h lo •Aaorl M .unt.tod• ,.... 
ar-a 1o • YOrJ flao plooo of PQbllo ralatloaa 
wol'k • the pan of the ,..oraUoa a'D4 I 1m .. 
thlo lo YOI'J ~raol7 duo to f OUl' ablo auldaaoo. 

S1DOOP017, 

lSiQnedl H. Morgontnillu, J~. 

••· Pblllp Pearl 
AIMI'looa PMorotloe of tabor 
• ••oao!IUetto •••• at t th &t ... t. •·•· Waat.act-, Do c. 

JLB tBM tBB 
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FebruaJ7 16, 19~5 
Ted Gaable. 

Seoreta17 Morgenthau. 

When you arrange t or a prograa t or ae, l1ke 1n St . 

Louie, or on the Gult pr ograa or any other t1me I go on 

the a1r through your ott1oe, I v1eh you would aut omatically 

vr1te lettere t or me t o the eponeor thanking h1m. In the 

oaee or St. Lou1e, I'd l1ke to vr1te to Kr. Woodrutr a letter, 

and anybody oonneoted v1 th Blue Network that had an:rth1ng to 

do v1th 1t. Please eee that th1e 1e made automat1o rroM nov 

on. Thank you. 

• 
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)M()RANDmt FOR THE SECRETARY. 

February 16, 1945. 

Mail Report 

In this week's mail, which was a little heavier 
than in recent weeks, the only new subject was the 
Baby Bonds which are beginning to mature this year. 
Holders of these bonds asked advice as to how the 
funds which they will receive can be reinvested, while 
nonholders gave advice as to how the Government can 
best handle their redemption and reissue. Other mail 
concerning bonds contained the usual routine questions 
about ownership, 16 complaints from families of 
service men whose bonds have not been received, 4 bonds 
for redemption, and also a number of promotional ideas 
for the Seventh Drive . 

As a means of increasing income tax fayments, as 
well as of controlling inflation and curb1ng black 
markets , several writers suggested that bills of large 
denominations be called by the Treasury. Also a 
number of correspondents, some of them parents of 
service men, protested the liberal exemptions granted 
wives of service men, especially those who are them­
selves earning good salaries. This week there were 
8 requests for tax refunds . 

News of proposed increases in the salaries of 
Congressmen brought a few objections , and, as usual, 
O.P.A. re£Ulations provoked a number of complaints 
along witn threats to buy no more bonds. The five 
donations received this week ra.nged from $3.35 to 
$6,100.00. 

0 

Regraded Unclassified



0 

• 

General Comments 

Harry C. Boehme, Topanga, California. I am returning 
herewith to the U. S. Treasury the sum of $3.35, 
accrued interest on several War Bonds which circum­
stances forced me to cash. After much consideration 
I am not able to escape the conviction that in view 
of the number of fine human lives that have been sacri­
ficed in waging this war, it is wron~ to take increase 
on any monetary substance of mine wh1ch I may choose 
to lend rq Government. * * * 

Senator Charles 0. Andrews -- Florida -- forwards the 
following letter he has received from Attorney Hugh 
Akerman, Orlando, Florida. • * * * Mrs. Janet M. Reed 
died testate a resident of Orange County on the 13th 
of June 1943. Her daughter, Annie J. Reed, was 
executrix and sole legatee and devisee under the will. 
She qualified on June 30, 1943 . On June 1st 1943 
there was due Mrs. Janet .M. Reed the sum of $187.50 
from the Treasury on account of certain defense bonds. 
She bad been receiving a check in this amount for 
semi-annual interest on each December 1st and June 1st. 
She never received the check due June 1, 1943. After 
the executrix qualified we wrote the Treasury Depart­
ment in July of 1943 asking them why the check had not 
been sent. They replied that it had been sent on 
June 1st, the oheck being numbered 168770 over symbol 
651. The Treasury Department also stated that it had 
been sent to the Post Office Box 2445, Orlando, Florida. 
This was an error, since the Department had been in­
structed to send it to the Post Office Box 2448. We 
wrote the Treasury Department to send a duplicate. 
They, of course, wrote back making numerous requirements, 
one of which was to the effect that we must procure 
evidence from the owners of Box 2445 that they did not 
receive the check. This we did. Then we were referred 
f rom Washington to Chicago, then from Chicago back to 
Washington. Finally after about six months' correspondence 

' . .) 
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we were informed on May 22, 1944, that the check was 
cashed June 11, 1943. This was two days befor e Mrs . 
Reed died . It was' impossible for Mrs. Reed to have 
cashed it since she had been in a coma for several 
weeks prior to her death. We discovered that the 
endorsement on the check was a forgery, and that the 
check had been cashed through the First National Bank 
at Orlando , having evidently been stolen from the mail. 
I reported the matter to the Treasury Department and 
to the Post Office Department, inasmuch as I thought 
the Treasury Department would probably be interested 
to know that one of its checks had been forged (you 
will note that it took them approximately one year 
after we first reported the check was missing to find 
out that it had been cashed) , and that the Post Office 
Department would be interested to know that the check 
had been stolen from the mails . Subsequent to that 
time a Post Office Inspector and a Secret Service man 
called upon me and got the !acts. The Treasury Depart­
ment then in June of 1944 called .upon the First National 
Bank at Orlando to make the check good. This was done. 
Although the Government was refunded i t s money approxi­
mately seven months ago, they have never issued a 
duplicate check, and apparently ignore all correspondence . 
* * * • 

Senator Tom Connally sends the following letter he has 
received !rom W. R. Cousins, Jr ., House of Representa­
tives , State of Texas , Austin, Texas : •·r have just 
received a letter from the Treasury Department in Fort 
Worth. They informed me that a discharged veteran 
cannot bid on surplus commodities . They informed me 
that in order to buy these commodities you have to go 
to an authorized dealer and let him mke hi a full llro!i t , 
which forces the veteran to pay the full retail pr1ce. 
Now Senator, lots of boys are ooming back f r om the war 
and want to go in business for themselves. Many of 
them understood that they would be given preference in 
buying trucks and other surplus commodi t i es . lhen they 
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investigate, they find that even though they received 
the necessary recommendations from the A.A.A. or the O.D. T. that they have got to turn this letter of recommendation over to a dealer and let the dealer go to the auction and buy the truck. Of course none 
Of them know just how much profit the dealer makes and this ignorance breeds misinformation. A Lieutenant out of San Antonio told me that a truck sold for about $300.00 at the auction sale and when he tried to buy it the dealer in San Antonio wanted $900.00 for it . The faot that I am just out of the A~ causes them to come to me on it. Up to this time I have not taken names or secured specific information because I thought that a veteran would not be forced to go through a dealer in buying a vehicle like this, but the Treasury Depart­
ment in Fort Wor th informs me that it i s otherwise . * * * 

...... 
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Favorable Comments on Bonds 

Clinton Jones , Cashier, Bank of Farmington, Farmington, 
Kentucky. A little country bank -- away out here in 
the sticks -- may not be supposed to write to the 
Secretary of the Treasury, but will ~en a few lines 
anyway. This is a good farming sechon and the farmers 
are prosperous . The banks in West Kentucky are flush 
with deposits . I have been in this little bank since 
April 1918 -- have weathered the booms and depressions 
thus far . We are patriotic and want the good old 
United States to stay strong in every way. I suggest 
to the nervous individuals that the credi t of the 
United States is good. When they ask me how ca.n the 
big debt be paid, I tell them that all nations more 
or less stay in debt to some extent, and that the 
United States will take care of its credit by re­
borrowing, like a man renewing his note at the bank, 
and that we ALL can content ourselves with high Federal 
taxes, but that Federal expenditures will be reduced 
when the big war is all settled. * * * It does appear 
now that f or the next War Loan, when the individuals 
get through buying, that a lt% coupon to run for about 
27 months would be more economical to the Government 
than a higher rate would be. It would also save a lot 
of bookkeeping on the certificates of deposit and would 
brinf in a lot of money, maybe enough to finish the war . 
I wi 1 quit now before I talk too much. Best regards 
to you and your associates . 

M.S. T. - Port Washington, Long Island, New York. * * * 
Papers state there is another Bond Drive planned for 
May or June. Why not make it late June to lap over 
into July (say until the 4th) long enough to allow 
some of us little people a chance to turn money now 
in Savings Banks in to War Bonds without losing six 
months ' interest. Even the extra t% would not make up 
for the loss which we can ill afford. * * * 

-a 
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Unfavorable Comments ~ Bonds 

J . Dale Wallace , Lawyer, Lincoln , Arkansas . * * * 
For your information, Dr . John L. Bean is the owner 
of Bonds , Series E, in the sum of $1,175.00, maturity 
value . These are U. S. Savings Bonds. Dr . Bean gave 
these bonds to his daughter, Mrs . Edna Frances Rodgers, 
and wanted t hem re- issued in her name . When we took 
the matter up with the Federal Reserve Bank, they re­
fused to r e- issue them in her name only; they requested 
.him to execute Form PD 1787, requesti ng the re-issuing 
of the bonds in the name of Mrs . Edna Frances Rodgers, 
as co-owner. This Form was properly executed and cer­
tified to before W. T. Shannon, Cashier of the Bank 
of Lincoln. I had a letter back from Mr. Behrens, 
Chief of the Re-issue Division of the Federal Reserve 
Bank of St. Louis, enclosing another blank Form of the 
same kind as had been executed and certified to, want­
ing the work all done over again. This is not only a 
waste of time but is irritating, and it seems like Mr . 
Behrens, or someone connected with the Federal Reserve 
Bank, does not understand his business , or is deliber­
ately causing delays . * * * 

Mrs. Karle E. Schuchart , New York City. * * * In the 
first few ~ives• when I saw the amount of campaign 
matter lying about, that nobody wanted or needed, 
I f elt that the managers in charge, not knowing the 
requirement, were feeling their way about! and that 
as oampaigns progressed, waste would be e iminated . 
But during the 6th War Loan, seeing thousands of cir­
cular letters, dozens and dozens of huge cardboard 
placards , Where only one was needed, scores of pam­
phlets, just lying around in offices, waiting for the 
trash collector, or someone kind enough t o take it t o 
the paper salvage, it is quite evident that the people 
to whom you entrust thi s vital advertising work just 
don' t care, or don't know. Multiply this condition by 
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the number of communities throughout the country and 
you have a 'most staggering wastage . * ** Actually, 
what we need, Mr. Morgenthau, are order books, a few 
placards -- one poster for stores, because every man, 
woman and ch!TQ knows when a •orive• is on. 

Mrs . E. B. Newman, Cheverly, Maryland. I have a 
number of Savings Bonds of 1937 which I find it ~ 
perative to cash in order to pay the outrageous income 
tax I find mfSelf assessed to pay. The rental property 
which gave me a living substance, and f r om which I was 
able to save enough to buy U. S. Bonds from time to 
time, to 1If3 own satisfaction, although I deplored and 
still do, the purposes on wh1ch such funds have been 
squandered by the Roosevelt Administration; it was nec­
essary for me to sell these modest rental properties, 
as by the atrocious rent law I could not obtain suf­
ficient rent to pay for the wreckage and other ravages 
committed by the foreign trash the Roosevelt Adminis­
tration brought into Washington and environs. I am 
therefore sending in these 8 bonds to get enough to 
pay the income taxes I now have to pay on the small 
profits obtained. The table on these 1937 bonds 
(April 7) call for $23.00 for each $25 and I will ap­
~reciate it if you will inform me if I am right. Thank­
wg you and regretting mf inability to bey more bonds 
to furnish travelogues for the Roosevelt family, dogs, 
and brides, I am, Respectfully, Mrs. E. B. Newman. 

J . R. Lucas , New Castle , Pen.nsylvania. Don' t you think 
it is about time for an investigation into the petty 
lar ceny ohiselin.ct that bas been going an in the pay­
roll deductions ?or War Bonds that has been going on 
ever since its inception. During the last war tlie 
investors that could not hold the bonds got gypped. 
I was one and I know. This t ime I have been gypped 
on an average of better than ten days a month by having 
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bonds dated for maturity t hirty days l ater t han when 
~aid for . I have t alked with men in dif fer ent 
1ndustries in Pennsylvania, also fri ends working in 
Ohio, and say without fear of contradict ion that it 
is a racket. Under the circumstances , how do you 
expect a person to have any faith in the bonds or 
the Government either , f or that matter, when these 
error• (?) continue month after month. 
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Unfavorable Comments on Taxation 

D. K. Swartwout, Jr., President , The Swartwout Company, 
Cleveland, Ohio. In addressing this letter to the 
Secretary of the Treasury, I do not, of course, ex~ect 
that it will ever come to his attention. * * * I w1ll 
give you only the high spots of the problem, without 
detailed references and figures. If my letter catches 
the interest of anyone , and that person is moved by a 
desire to be helpful, it will only take a little while 
to give him the rest of the particulars , In the first 
part of 1944, we were assessed excise taxes on fan 
ventilators which we had built during the preceding 
two or more years . We protested that we d1d not be­
lieve th.at our product properly came under the defini­
tion of the tax law. Nevertheless, demand was made 
that we pay the amount before the first of July, 1944, 
or incur a penalty. The total amount was around $22,000 
and we paid it before the first of July. During June, 
while the Cleveland Office of Internal Revenue was 
demending payment •or else", they had in their own 
office a letter from the Internal Revenue Department 
at Washington, stating that the assessment had been in 
error , and enclosing the forms to obtain a refund in 
full . That letter came to our attention f rom the 
Cleveland office after we had paid our $22,000. We 
made our claim for refund as instructed . Since that 
time we have been subjected to examination after 
examination. ***Affidavits have been furnished. But 
today, eight months after the collect ion was incorrectly 
made from us, and eight months after Washington told us 
to hurry up and get a refund, we still do not have 
anything whatever , except a record of having our cl aim 
passed on f rom one diviaion to another. * * * Can you 
blame us for becoming convinced that the peo~le in 
Washington do not care one iota whether just1ce is 
rendered or not; that they are interested only in 
money when it is coming in, and are perfectly willing 
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to let the taxpayer sweat blood when the money should 
be going the other way? When you demand money from 
us, you get it, or we vaY the consequences; when we 
ask money from you, whlch you yourselves say we ought 
to have and was wrongly collected from us, we just 
get kicked around for month after month. ~ * * 

Congressren Earl C. Michener - - Michigan. On January 27 
I add.ressed a letter to the Bureau of Internal Revenue 
concerning the handling of the claim of Foote & Jenks, 
Jackson, Michigan, for d.rawing back of tax on alcohol 
used in the manufacture of nonbeverage products during 
t~e period July - December 1944. On February 3, Mr. 
George J. Schoeneman, Acting Commissioner of Internal 
Revenue, replied to my letter in whi ch he said, "It is 
believed that the matter will be satisfactorily adjusted 
and that future checks will be delivered to the claimant 
as exveditiously as circumstances will permit". ~ 
constltuent is not in a position financially to pay un­
necessary interest on money to which he is entitled. 
In this case the withholding of $24, 174.00 by the Bureau 
for 112 days caused Foote & Jenks money in bank interest. 
Is it not possible to expedite these payments , or will 
it require the introducing of a new bill in Congress? 
May I have an immediate reply because my constituents 
are naturally very anxious? 

Senator Hiram W. Johnson -- California . Objections 
are reaching me from constituents to the action of the 
Internal Revenue Service in sending out demand notices 
for unpaid balance of 1943 income tax due and payable 
on March 15, 1945. To quote one of my constituents on 
this subject, it is felt "the attitude of the Treasury 
Department in sending out a demand notice on an account 
which is not delinquent until March 15th is going just 
a little too far•. I bring the above-expressed views 
to your attention for such consideration as they 
apparently merit • 

~3 
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Henry L. Mackey, Baltimore , Maryland. I am enclosing 
copies of correspondence I have written to the 
Collector of Internal Revenue at Baltimore, j&aryland, 
in an effort to recover excess income tax for 1943. 
I received a form letter in reply to ~ letter of 
September 3, but have received no reply to ~ letter 
of January 23 . I think it is a shame when a citizen 
of the United States writes a Government Agency and 
cannot receive a reply. I was discharged from the 
Ar~ November 10, after serving 19 months . Is that 
what I served f or? Is that what the other millions 
are fighti ng and dyin~ for? Please advise me the 
proper steps to take ~n order to get the above-mentioned 
refund, or at least some sat isfactory evidence that ~ 
application has been received. 

Ina KcCurdyi Oak Park, Illi.nois. Why should corpora­
tions be al owed to waste tons of news print on 
advertising things which are not available, and then 
deduct the expense f r om their income tax? In the 
first place, advertising is very uneconomical , and i n 
the second, t here is a great waste of paper . And who 
pays t he bill? We smaller taxpayer s . * * * 

• 
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1J •eu Jr ..... .,... 

vn~a ~=-,CU ..!f!!: ~ .!:':fh!2iolt:~ 
r•olN ,,.. 'eNter Jtron of ,....,lnala 
~~ .. tile •tuU••\ at PllUedel~ et a 
leileial otfloe of tM tr..nry Pnou••• 
Dli111•. 

r.r Jtllr iatonatl• .,. M.n for -o tiM 
Mea antrl .. tM ,._l,UltJ of.,_,, .... 
u otfiH la PU1Mtl,U., onort. tM M.to 
of P•n'JhMla wllloll 11 .ow lllol11ied la tile 
•• Tort Dlltnet, 1M Mrkla etller ,..,, ... 
It MYt d,.ldt4 to .,.. a .. lloaal otfloo la 
PlallMtl~ ,r .. tdt4 we oaa •'tala adeqaate .,... ,.-.... •r ...... 

'-"' .,.,. llu '-• lldYbed of tile 
for ... l... It ue vt tlllaoldl .. .., _pOUt 
••u •••• • tilt fhUUJ ~-• vttll 
'"'"' to WI •Uer atU we Mt vhtller 
Me.-t• ........ " ........... 

· llMtnlr ,..,., 

(Signtlll) H. Motgenthau, Jr. 
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TR EASURY DEPARTMENT 

WASHINGTON 25 

February 16, 1945 

To : Secretary Morgenthau 

From : J . \-1 • Pehle 

The following is a summary of significant develop­
ments in the Surpl us Property and Procurement off i ces for 
the ~~ek ending Febr uary 3, 1945 : 

Surpl us Property: 

Total di sposals for t he month of January amounted t o 
$l o, 264, 703.12 . In terms of r eported cost to tt1e Government , 
our inventory balance as of January 31 was $78, 182, 539 .20. 

As a r esul t of open discussions following a formal 
talk before 200 men i n the Army Industrial College , we are 
now re- examining the procedures which we follow in di sposing 
of scrap material . 

We have suspended temporarily all sales of tires deem ed 
repairable for ~1vilian use , as the Army has commenced with­
dr awing such ti res f rom surplus stock . 

The shortage of tires is indicated by the increasing 
number of aut omotive vehicles, including construction equi p­
ment , which i s being declared without tir es . The disposal 
of such vehicles is a very di f ficult pr oblem • 
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At a spot sale hel d at Salina, Kansas , 742 i tems of 
construction and agr icultural equipment were sold to 110 
bidders tor $329 ,209 . The sale was attended by 1200 indivi­
duals , representing 233 regular dealers . The successful 
bidders came from 32 different states . 

Inspection of a large quantity or amyl nitrate ampoules , 
declar ed surplus to our Kansas City office , disclosed that , due 
to decomposition , they had become unfit for use . The Food and 
Drug Administration has ordered the entire quantity destroyed . 

A large quantity or absorbent cotton declared surplus 
to our San Francisco ofrice was discovered on inspection to 
have been misbranded as sterilized and as meeting United 
States Pharmacopoeia standards . The Food and Drug Admlnistrati 

tt has been asked to advise us of the action to be taken . 

The Army has withdrawn all sur pl us pa jamas and dressing 
robes . 

\ 226 motors were sold to 27 different dealers . 

A study is being made of possible methods of cooper ation 
between the Office of Surplus Property and the Stores Branch 
of the Office or Procurement, whereby t he needs of the l atter 
may be met to the extent possible out of surplus propert y . 
Paper ls being consi dered as the test commodity . 

246 surplus typewriters, which wer e considered too old 
tor economical repair and use by Federal agencies , are be ing 
offered for sale in the Surplus Repor ter . 

Af ter the Washington Regional Off ice had opened bi ds on 
a l ar ge quanti t y or shovel s , and after the hi ghest bidder was 
informall y advised of that fact , UNRRA requested that the 

tt shovels be set aside ror i t . After the most careful consi der a­
tion , it was dectded t o award the shovel s t o the highest bi dder 
and to advise UtRRA that i ts request for the mer chandi se was 
not t imely . 
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over 1,000 cases or abandoned brandy have beer! turned 
over to the ~avy Department . 

It has been agreed with the Reconstruction Finance 
Corporation that the latter will handle t he disposal of 
gun cameras . This decision was reached since such camer as 
are made for photography f ro:n the air and may properly be 
considered a ircr aft equipment . 

several regional orf1ces will conduct spot sales during 
the com1n~ mont n, which shoul d result in the disposition of 
mor e than 3 ,000 pieces of constructlon and farm equipment 
involving approximately $1, 000,000 in value . 

Procurement : 

Total ~urchases for t he week amounted to $19,012 , 144 .07, 
including $18, 600 ,000 for Lend- Lease (schedule a ttached ) and 
$412, 144.07 for r egular purchases . 

Unusual r equi sitions for the ~~ek included 3, 600 ,000 
multi -wall five ply bags for use by our Army in Australia to 
carry flour , sugar and salt ; 30 complete oxygen plants , valued 
at $1 1391,040 for the soviet Army and Navy ; 16 portabl e steel 
build~ngs for mi litary purposes in Russia ; 1, 000,000 pairs of 
shoes ror liberated areas ; and 24 veterinary surgical units 
for Ul RHA for use in Poland and Czechoslovakia . 

Unusual purchases lor the week included 1, 100,000 part 
wool men ' s t r ouser s , costing about $2 .00 each; and 28, 500 ,000 
feet of 1/ 4 inch gypsum wall boar d . The l atter is urgently 
needed 1n the devastated regions of Normandy and Brittany for 
repair and reconst ructi on . 

0 car s . 
Total Lend- Lease carloadings for the week were 3 , 881 
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A general embargo covering a four day period , beginning 
Februar y 3 , will somewnat curtail movement of Lend- Lease 
goods . An exemption has been cr ant ed on t ho movement of 
tires and t ubes and other i tems where certificat ion of 
necessity is furnished . 

Pr ecaution is bei ng t aken in all st or age ar eas to 
protect Treasury property from yossible anticipated floods 
this Spr ing . 

The Liber ated Areas gr oup has compiled i nstruct ions 
to be used by t he l\ational Commi t tee i n connection wit h the 
clothing collect i on sponsor ed by ~ItRA . These instructions 
wi ll tie tn wtth t hose bei ng pr epar ed for submi ssion to our 
f i el d offices . As in the past, the Tr easury Procurement will 

() ar range for t r anspor tation, stor ing and baling of all mat er i al 
for whi ch funds have been allocated in the amount of $15, 000, 

0 

The Pri ce Adjustment Board disposed of one 1942 case , 
fi ve 19~3 cases , and one 1944 case . ~xcesslve prof i ts 
amounting to $230,000 wer e r ecover ed . 

In view or the critical shortage of transportation 
facilities , all petr oleum pr oducts contr acts will be con­
si der ed joi nt ly by Pr ocur ement Divi si on , Of fice of Defense 
Transpor tati on and t he Petr oleum Administr ation for war wi th 
a vi ew t o securing cont r acts invol ving least use of t ank 
cars and transport t n lcks . 

Admini s tration : 

The Finance Division has called t he at t enti on of the 
Fore ign Economic Administration to past due invoices hel d by 
t hts of f i ce f or approximately a year or more . These invoices 

r epresent contracts f or materials .t o be shipped to various 

foreign gover nmen ts on a cash reimbursabl e basis , and amount 
to approximately $800,000. FEA has promi sed to contact t he 
f or ei gn gover nment s involved and r equest the transfer of 
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sufficient amounts to cover these obli gations . 

Statistics have been collated on t~e quantity and costs 
of coal purchased by the Fuel Yard durin5 1844. 

A su~ry or estimates for 1946 has been prepared , 
showi ng differences tn may-years , total sal ary , and total 
other obligations as compar ed with fiscal year 1945 . 
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Allocations 

Requisi t iona 
in Purchase 

Requisitions not 
Cleared.by W.P.B. 

Obligations 
(Purchases) 

Deliveries to Foreign 
Governments at u. s. 
Porta• 

0 
LEND-T.!U HE 

TREA.SURY DEPART.IllSN'r, PROC~NT DIVISICfi 
STATIGIENT OF ALLOCATION:>, OBLIGATION:> (PURCHASJ!:::>) AND 

DELIV~RI.ts::> TO FOOBIGN GOVERNl.!llliT::l AT U. S. l'ORT::> 
AS OF FEBRUARY 3, 1945 

(In Millions of Dollars) 

Total U. K. Russia China 

$5956 .1 
(5929 .1) 

$2628 .0 
(2628 .0) 

$2457.4 
(2457.4) 

fl72 .8 
165.9) 

f 159.0 ~ 29 .5 r 21.5 f .5 
165. 5) 32.4) 18.8) 1.0) 

$ 109.6 $ 20 .9 $ 44.3 $ . 7 
( 110 .5) ( 15.9) ( 48.6) ( .7) 

$4610 .6 $2075. 7 f2007 .6 $104.0 
(4592.0) (2071.9) 1998.8) (103 .5) 

~2911 . 7 
2880 .8) 

fl597 .9 
1594,0) 

fl230 .1 
1203.3) 

$ 26 .4 
( 26 .4) 

Administrative Miscellaneous & 
Expenses Undistributed 

$17.4 $680.5 
(17.4) (660.4) 

$16.3 
(16.3) 

-

$107.5 
(118.~) 

$ 43.7 
( 25 .3) 

$407 .0 
(401.5) 

$ 57.8 
( 57.1) 

•Deliveries to f orei§n governments at u. s. Ports do not include t he tonnage that is 
either in storage, in-transit" storage, or in the port area for which actual receipts 
have not been received from the foreign governments. 

Note: Figures in parentheses are those shown on report of January 27, 1945. 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DAn Fe bruary 16, 1~~ 

To Secretary Morgentha.u 

~Row Randolph Fel tus 

In reply to your inquiry about the Internaticnal 
Latex Corporation, I submit the following: 

The corporation is headed by Yr . Abe Spanel, a 
liberal businesa man who is said to be something of 
a genius in rubber chemistry. Spanel is a vigor ous 
supporter of the President 's policies, althou~h he 
has tendencies toward bei ng politically errat1c at 
t imes , I am told. He has been sponsoring a novel kina 
of newspaper advertising for about two years, taking 
an extremely liberal position on current topics . He 
also committed himself by becoming a member of the 
Nat ional Citizens ~olitical Action Committee dur ing 
the recent election campaign . 

I know Spanel personally and can easil y get his 
assistance in our cam~aign , but he is a little too 
far to the left I bel1 eve to be used effectively at 
this early aate: I think' it would be wise for me to 
get in touch wi th hia and get the preparatory steps 
started for one or more of his advertisements to 
appear at a strategic time after the hearings haTe 
been canpleted and before the bill is voted m. 

• 
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Wallace and Private Busines 
;_..-

THE RECORD 
w.u ... ·• st-"'"""..,""' _ ,,... .. , ... ""'­
CemMftte. ..- CcNn.....ce, J•nu.y 24 -.41 21, 1MI 

Cut Government Spending 
When the war is over, the more quickly pri1>ate 

enterprise gel! back into peacetime production and 
sell• ita goods to peacetime market& here and abroad, 
the more quickly will the l~ve.l of Government war­
time expenditu res be reduced. No counlry need. 
deficit 1pendin~ when priuole enterprise, <Jither 
through iu own efforu or in cooperation with ~ov­
ernment, il able to maintain full emplbyment. Let 

us ho~ that the best thought . of both bu~eu and 
gover cot can be focused on thia proble which 
lie1 at e heart of our American democracy nd our 
American way of life.*** , 

Capitali1m tbrough.out the world, and even in onr 
own country, bu often been the object of dermon. 
Not iu inherent faulu but it• miaute baa been the 
underlying re11on for lbia anitude. Conlidered in 
ita eaaentialt, however, capiudilm can be the mod 

efficient 1y~tem of organizin~ productKm and diltri­
bution on principles of freedom and equal opport"" 
nuy yet dauilcd by man. It should not, u many rad­
ical reformeu have suggested, he uprooted. It should 
be modernised and made to work. Indeed, it mull 
be made to work if we are to maintain the founda­
tion• of thoae things whlch we believe to bo the .....,_ 
tia!J of American oociety. The chief trouble with 
capitalism hu been the pc"ertion of iu inatrnmenta 
and their miedirection by amall, powerful, privilef;ed 
groupo for purposes they were never intcnd:to 
achieve . . 
· Th~yllem of free enterpriae is baaed uponF e 

will in1 . eu of the buaineaaman to accept risk. Aa 
techn ID' grew, u onr economy upanded, and aa 
large-acale production came to dominate the economic 
prote&l, the individual found it impoaaible to under-
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take euch hugo ventures alone. To fill thie need, the 

corporation had the 10undeat rea14D8 for cwm;ne into 

h<liuso ISot:y new corporotion enabled nuonbero of 

men to pool their re&Oureee end to earry ont a ven· 

turo beyond tho meene of any one of them. ••• • 

Corporations Helped Ua Crow 

Ri1k takins wu an euential of tho (reo economy. 

Becau1o a corporotion limited the liability of the indi· 

vidual and spread the po11iblo losses, it wae deatined 

to become the principal means of attracting venture · 

eapital. It eocounged the bwinesma.n and the in· 

veator to aSiumo the ri1k of developing new indu .. 

tries. As an elaetlc, flexible uaociation of riek taken, ' 

tho corporation wu ideally fitted to bring forth new 

sood• and services and to create goins concern-. 

Without the we of the corporate form, the emer· 

\lienee of tho railroad, the telegraph and telephone, 

tho automobile and the radio, the large·•cale diet·~ 
bution of electric power, to uy the leut, would h • 

beetdelayed. Viewed from this perspective, the .,. 
vel menta of the nineteenth and twentieth centuriu 

hav proved tho social and economic importance of 

tho corporation. 
It io dear that the oorporetion and the patent IJ .. 

tem were major fectorl contributins to the vowth of 

modern Americe. The patent aystem geve to the little 

mao with the big idea en unparalleled opportunity to 

utilise his ereetive imagination and to riak hit lim­

ited reaoureea in a same where tho rewarda of auc> 

cell' were great and where hia own gein aerved the 

general welfare. ••• 

Reeonatruetlon Needs Bwineu 

Th11 rebuilding of • war-tom world, the develop­

ment of new trade ~odteo and new marketa, and the 

endleao atream of diacoveriu which flow from our 

laboratorieo will be new frontiers. To tho hardy, to 

~ 
ventureaom-in abort, to the American bwine ... 

n with the pioneering apirit-the cheoco *or e­
rd and the promiae of uaeful and fruitful a on 

the releuo of thoao enerpeo which have rac­

teriaed him are an open roed. There will be the great. 

est need for co-operation between bueioeao, labor, 
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agriculture and t;ovemmenL 'lbere will be obstacle-. 
There will be diecord and diaappointmento. But none 
0~ hurdle• is 80 sreat that it cannot be 8Uf• • 

mou.nted if American buainen lives up to ite reapon• 
oibiliti... · 

Primarily, tk uuk of rfH!mploy~nl u the rupon. 
oihilily of busineumen. It ia a reopon1ibility which 
they can meet only if enterprise io free to develop and 
extend the new l.i.nu of induatry 11 well as the pr ... 
ently exifling enormous plant capacity .. ._.e mull 
encourage private capital to go back to work. That il 
the oound way, and the only sound way, to get the in.· 
creaee in business activity and national income which 
will increase Government revenuet, decrease Govem· 
ment expenditures, and achieve the balanced Bud&et 
which all of us so earnestly desire. The Nation needa 
more buainesa, and that should be our fint goaL 

• 

3 
p,..ented AS A PUBLIC SERVICE 1>r 1 

N ERNATIONAL LATEX CORPORAT ON 

YTIX PARK * DOVER, DELAW RE 
• 

1J7 
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('}VI n lr ('\1 1'cr w~ur fttt•r ot fllbJ"'UA l")' l ... -, 

which tr"JI\nl""l ttad " cony of ,• n 1 llc\ree• by 
tM r r e•ld,..nt ~ ... t \.:'t ~st.on f"'rif! r " >i""UI:rve 

~~tt"' on the ""'J\V r t~ .. t.Mnt or Gf' r.,.....ft.1 . 
I •<i loold l\< !crv•r:l to ,.. . .!1njr t hll ""~ " 
~ r•e1•te ·ur ~r1 nr.1nr it ~~ ~ ' t t ent lon. 

\t1. c~r· I 

r . J"cob Viner, 
Dro•rtaen t ot •conon1co , 
'l'lW lln1...,ra\t;r ot Cb1o•«o , 
Cbi el<CO :\7, 1 \l lno h . 

"a/ dbl 
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February 16. 19(6 

Mr dear Mr. !oat: 

I haYe reoelYed your letter of February 18th 

wlth which you tranaaitted aeYeral docuaenta 1n 

connection wlth Phllippin_,., flnanolal and banking 
/ 

aattere. Thank you yery .uch for forwarding these 

to ... 

Sincerely yours. 

(llgnell l H. MOI'IIIIIthau, "" 

Mr. Charlea w. Toet. 
!xeout1YI Secretary. 
lxeout1Ye Staff Ca..ltt•••• 
Depart.at of State. 
Wuhlqtoa, D.c. 

~ J 

• 
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DEPARTMENT OF STATE 
WASHINGTON 

CONFIDENTIAL 

My dear Jlr. Secretary: 

In accordance with your request I am transmitting 
herewith a -o~d\1111 prepared tor me by Jlr. Lockhart, 
Chief ot the Department 's Division ot Philippine Artaira, 
setting f orth th.e information known to ·him concerning 
th.e Chase Bank's arrangement with Kr. Osmef!a, together 
with certain other information concerning Philippine 
financial and banking mattera which may be or interest 
to you. There are also enclosed copies or memoranda or 
conversation between Mr. Lockhart and representatives 
or the Chase Bank and between Mr. Lockhart and tho 
Second Secretary ot the British Embas sy. 

Sincerely yours, 

~le0.ost 
Executiv cret&ry 

Executive Start Committees 

Enclosures: 

)(emorandUIII of 
Mr. Lockhart, 
February 13, 19•5, 
with att&c~nts. 

The Honorable 

Henry Morgenthau, Jr., 
Secretary ot the TreaaUI7. 
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ESC 
Mr. Yoat: 

DEPARTMENT OF STAT E 

DI~iiiiJ OF PHILIPPINE AFFAIRS 

February 13, 1945 

Referring t o our conversation th is morning, there 
is attached a oopy ot a memorandum, under date ot Febru­
ary 7, 1945, ot a conversat i on wi t h ur. Schumacher ot t he 
Chase National Bank ot New York and t wo reoresentatives 
ot t he Bank who are being sent to the Philippines i n con­
nection with an agreement entered into by the Chase 
National Bank and Mr. Oemena, President ot the Common­
wealth Government. The memorandum explains itself. The 
Department does not have a copy ot the agreement and was 
not kept cur rently informed during its negotiation. It 
is my understanding that Masers. Ballantyne and Lamneok 
expect to leave tor Uanila sometime during this week. 

There i e also attached a memorandum, under date ot 
February 7, 1945, ot a conversation between myself and 
Mr. F. C. Everson, Second Secret ary ot the British 
Embassy, on the subject ot the desire ot the Hong Kong 
and Shanghai Banking Corporation and the Chartered Bank 
ot India and Australia to send tour representatives each 
to the Philippines tor the purpose ot reopening those 
two banks. As soon ae the Department is furnished with 
the lett er !rom the British Embaeey on this subject the 
matter will be taken up with the War Department tor the 
purpose ot ascertaining General MacArthur ' s views on the 
subject. 

I may add that Mr. C. F. Thomaa ot the National City 
Bank came to eee me on February 10 and stated that he 
would be leaving on February 14 tor Manila to be attached 
on behalf ot the war Department to the stat! ot General 
MacArthur as an adviser on tlnanoial attairs. It ie my 
understanding that Mr. Thomas' primary dutiel will be ot 
an ad~l~~~character in connection with the War Depart­
ment • ~ reotive which is now in the bands ot General 
uaoArtnur and is being admlnietered by h1a. 

Recent developments make it very clear that there 
i s a strong desire on the part ot banking 1nsti tution• 
t o reopen in t he Philippi ne• as quickly as possible and 
that the Commonwealth Government will play an important 
role in restoring the banking system and getting an 
approved currency in circulation a gain. Busineel people 

also are 

• 
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also are inquiring aa to when banking tacil1tiee may 
again be available to them in connection with the resumP­
tion ot American-Philippine trade, It is my underetanding 
that the National City Bank ia preparing to send to the 
Phi l ippine• ae eoon aa it ie poeaible tor it to do eo 
three or tour experienced banking otticiala with a view to 
reopening the National City branch in Kan1la, These ot­
ticiale have already been selected and will proceed ae 
eoon ae General MacArthur g1vee hie consent and tacil1tiea 
can be arranged through the war Department tor travel, In 
the meantime we are anxiously awaiting word trom General 
MacArthur that ~erican oivilian otticiale can again 
tunotion in the Philippines, at whioh time the Consul 
General and hie etatt will be promptly dispatched to 
Manila, 

• 

PI:FPL:JAD 
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SUBJECT: 

DEPARTMENT OF STATE 

• 
' 

r.lll • ., ". lNI DATE: 

Appolatll .. , of R..,.. •• ,.u., .. of ,.,.. Jtatl••' Ball 
to R••PI'l&• l'll111pplae s ··tl•a _. 010 a •• a,.., ... 

PARTICIPANTS: 
... Al,.... " · sat~-•••• Ylee Proel40Bt• abaae 

l atloaal Beak In Yolll CltJ. 

COPIES TO: 

MP. 0.1\&U L. iab.-t;ao' 111•at Viee PP0114•t, 
01\Ue l&tl.oiUil lAMe n Yoft. 

ur. wuuu J. J.eaalMit• abeee Matlon&l Baftke lin rortt. 
lll'o .....U P. l.o«*harte PI. 

.,. 1-,.. 
( ) ... Al.h>e& X. Stll•n ..... UIDIIp&llloA lit' the paU-

&bo'le auet .... to IN M llto eftW'IIO- F117r4IRI tbe1F 
J)I"'IIIo41Aii \o Menlla &t U ... lJ 4&to 1ft OOIUIIIU .. wUil *• r..,.._laatloll of the l'll111pp1ao b'lakl•a ..e .. , aa., 
111'- -.4W' \be •'P~ of 1lw OJ IAWO&l.,. OoYW Jlt 
of the Jltl111pplado .. loiMifttbW' ltatol bt M •• 11 
._, W beea eatpe& late be..._ tiM CJteee JatloUl • 
8ult ae4 ar. o---. .._e14•t of tiM Oe • ....,. .. o.r ..... 
• •t of ... Jlll! tllDDlaoot . ... ..,, ... •••••tatlYOI et1 
tbe Obbo Jatloul.- Beak wo.U pruaot to I Mil& fW' ... 
p&piiOI VEil et ... 
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Mr. Pohuaaoh• apd t i\A\ the negoUa U one bet••• 
the bank nnd ur. Oeaena for \be ,.,...ieee nameil 1n the 
firl' p&J'Iljp"&ph ba4 beiJil und ... M7 fOJ' 11o•e U JIII Md tha' 
~ ru.4 ao\ecl on b~halr of \he ~~ JCaU oul BankJ tha,, 
ro"'iblT, \ho pl an oonta.pl atu 1:be orgon1za\1on ot a 
• a ankla« D1Yle1on ot the NaU onal Trouur:r of 'be PhU1p­
p.1ne Ieland1• wlth a worklJIS oapUal o't P20,ooo,ooo, plu ua•&,ooo,ooo, \he 14"• \o be uel4 p r1no1J>all7 1a exohange 
\raneaot1ons until ~ f1nano1al 11\u&tlon 1ft 'be Phll1p­
p lael b&a beoo .. e\ab1Usecl. ¥r. Sobu.aab• • &14 \ha' 1\ 
waa planned t o olo•• all of the Plll!ffplne OoYt "'" "' b>••lrl 
and tor \he u .. being ooaoen\ra\1 bank1nc bUlMII 
1ft the propo11Cl new "BMlllnLOl•lllon•. He .. 14 tha' \he 
fortlp be.nka, suoh &I \h.e Uonal 01\:r Bank of Mew York, 
the nong roac an4 Shn&t'•l flank, u4 '~ ChaMe.-.4 Bank 
of IndiA 4114 Aultl'al~ wou14 be pei'IIUtecl to reop• laft 
\h&\ tbe NOp llllng a \ be c!ef_..... UrtUl. \he an ~1"8 
DhhU>n• ooul4 IIUilte - heac!n.y t owN'dl 1t.r&1gbt en1Ac 011\ 
the OUI'I'enQF dtua\U>n ln ta,. Phlllpp1fte1. Re 1&14 tha' 
\be nn ln• U \uUoa ..,u14 be auVlorhecl to DAI'I'J' Oft 'PI'.._ 
U oal.lJ' all k lnd1 ot banking lMdne11 but that thuoe wae 
ao l dea wh&'IO.,el' of exoludlng pr1Yate ool"J))O'at1one trom 
dolftg euoh bul1fteal ae .oon &I that ooul4 poedb.lT be 
&rrADgecl. 111-. 8ohnvoh81' 414 ftOt go ln\o 4eta1la u to 
\he OJ'IIIII1&&Uoa an4 a&Uah\ratlon of the "l!anklnc 
01Y111on• (&I he oall14 lt) but 1t wu obYloul 11t\A' the 
plan h t o r the Coll::loeweal t h Oclit'el'niMftt to se' u 1tronc 
a bold on \h11 b&nklnC 111tuAUOil ln !.!MUa u U ooulc! 1ft 
\ he e&rlJ' per1o4 fd ~eh&b111 \atlelll. 

I &lkl4 lfr. Sch--.mer wt17 the Chue lta\1onal Bank 
· b act been ct\oelll tor \hll wortt1 hAYing 1D 111ft4 tbe taet 
tba\ the uau onal C1t7 Bank &ll't~ had a llrenoh 1a 
lf!.nlla and the Obale BaM ba4 not IIIIL1nta1ae4 a branob 
t here llft4 he ea14 \bat ~· eeleeuoa ot the ChaM 
Natloal&l " AIIk wu dill to the t 11.ot tbat lh&' b.all: wu \he 
4epoll \oi'J' of tile OuuwnaUh Oon,_.n, 1n ... Yo~ 

PlarPI.eJAU 

-
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SUDJECT: 

DEPARTMENT OF STATE 

M emorandum of Conversation 
OIVI 9I ON CIF PHit.Jrl' ltH: AF!<'AIR!l 

DATE: 
r obruar r 7, 1945 

!lon<Ung to lolan1la ot Hopreeon t c th'ce or t he l!nng Kong 
un4 Bhang)\41 P6.nlc:1ng Cnrpor uuon and or tho CMrte!'M 
l?anlt ot In41a and r.uetraHa. 

PARTICIPANTS: ~r. P. c. r.Ter son, ~ooon4 ~eorotnry ot th~ Pr1t1ah 
f;rtbua,. 

COPIES TO: 

Mr. II' r ank P. Lo olthart, PI 

wr, r , r; , J.;Vftr llon, l>eoond 'leor .. t '~Y or the Pr1 t1 oh 
~mbaeny1 oumo to s•e so th1e at t~nnon and atntod tha t 
1t 1a tno deo1ro of t ho &boYo •ontlonod Brltlsh bAnkl 
to send t our repr ee.ntat 1vel ~aoh t o ~an1la ao oo~n ae 
1 t may be oo u 1blo to 1tn oo t n r "'" on t he two blronlte, 
ur. rv•renn s&ld th~t he had been 1 n~or~ed that t he 
Ha t1ona\ City nan~ vould be P~nd 1n~ r onreuent c t l voe 
•~r tly and t hat lt vaa tho wl ~h ot h1a Oovor n.ont th4t 
renro8en t~t1voe or the t vo llr1t1eh ban~• n~ed her ol n 
~uld al"o ~roo•o4 a t or &bout the owmo t1mo, He e&14 
that the Or1t1ah r npr osent u t1VOI were e t1ll 1n &nglan4 
und thd 1 t 1t'f)Ul 4 bs neoeuary r nr t he• to -• to th1e 
ooun~y b7 ourtaoe truoaportu~1oa and t hat ooneequentl1 
t.ho:y onuld no t leave t h1s oo\lnt r .v t or r.tun1la unt1l three 
or t our weake henoe, I told l!1•, J.:Yerton t l'la' 1r 'h• 
Rr 1t1Mh ~•batty would wr1'e a le t t er t o ' he DepA'I', Men' 
oettlng rorSh the dea1ru of the ~<r1U tb Ocworncutnt 1n 
' hie aauer n would be t alten up • 1 th t he &npl"'pr1 ~&h 
autbor1t1ee •1'h a v1ew to aee1ng wh&' oould be done to 
••e' thelP 'lf1ohoa. 

'Plt FP l..aJ'-1) 
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C ' l!f l'DE'lT TAL 

Dear ~r . s ecretary: 

FEDr'!lAL !lf:Sr. VE BANK 

GV NI;\', :f(RK 

February 16, 1945 

Attention: ''r , H. D. ~·hite 

I A:l enclosing our ccmpilation for the neek ended 

February 7, 1945, analyzjne dolll'r a:YIOOnts and receipts in 

offj c jal Br jtish, ~·ranch, Canadian , and Aust ralian accounts 

at the Federal Reserve Bank of New York . 

Vary truly yours, 

/s/ ll . L. Sanford 

H. t . Sanf c rd, 
Assistant Vice Pres ident • 

• 

Tho Honorable Henry !!orgen thau , Jr . 
Secretary of the Treasury, 
l.ashlneton, 25 , D. C. 

P.nclosures 2 

C 0 F Y 

• 
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CPIIC& ~ mJ SICIIETAIY 

lebna:r717. 1945 

cgrupxzs 

... iftel t~~a datect ~ ta~e raftl. ••= •• ..,. 
of ... Yoltt, tor Ule oont1da\1al w-uoa of -
~ ot Ule TJ'Qnl7 • Clc:llllilaUca t.r· \be -* 
eale4 lallwa17 7• 19451 aWnc dollar da'buJ 1 k 
on ot u. lr1\1ah r.pu. -a r..e au \a a\ u. 
r.-.1 ... _ lank ot ... Ton aid u. - _, eiob 
.... ap&JIIl111uea Wft fj I llo 

. . 
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( a) lnclo:!cJ p~P~mt-3 !or acoount or en u sn W1n1=rt.zy ot Suw17 ~ssioo, 8rlt1&h SUpp.JT Board, M1nlat.IT t4 SuppJ.T ts.;a.,.r 

Control, a.nd <linht.J7 or Shipptna. 

(b) EtU:uat.ed f ityres bet5od on t.raM!era from Ule New York ~ncy of t.be Bank of Uont.roa.l, which a.pparent.l7 represent the 

proceede~ of ott1c14l Br1.t1:sh Wos ot k:nrican &eeurit1oe, including those e.tfec tod tbroUSh di.roct negoUat.ion. I n add1t.ion 

t.o t.bo o!f1c1al .scl.l.in.&, :~u~tanU&l llquid&Uon or ~C\U'1.t.iea tor prtnte 8rit11h account oceu.rrecl, part.icul.&r~ during the 

ur]J Q)nth' or thl$ nr, altbot!gh t.n.e receipt ot tbe prooceeda at tM.• Bank camot bll 1cialt11'1td w::!.tll &tO' a.c:curac:;:r. ~rd:l.na: 

to d.at4 supplied by U. artthh and re1eue:d by S.cret.a.r'7 bpntb&u, tot&l. otl1c1al aDd prlnt.e Britiab liqul.d.At.icm 

or our aecul"1t1oa through Dece=ber, 1940 &IIOWl\od to 11)4 111l.Ucn, 

(e) lnchu1u about $SS =1U1on rccei.....S during Oct.obor1 19)9 from the aooounu of Br1.UIIh authorS.sod baniul with New Y~rh bl.nk!ll, 

pre~bly rcneet1rl& tbe recr.~ioit.loning ot prtnte dolla.r b&l&noet .. Other l&rp t.N.ns!ert tra. such &e·OOW'Ite e1noo oetobar, 

19)9 app.t..I'Ont..ly l"$'J)NUn\. c:urnmt. acqu.i$1t10N or ot ~ t'roc& tbe t Wrline aroa and o ther dollar 

reeelpts. See (;l t.lOit'. 

(d) Renecta not dw'lgc ln All doll&r holdi.n.gs poyable on demand or mat.u.rin(c in one year. 

(e) For brukdown by t)'p!U of "-bit4 and c.Nd.it.;; ... t.abo.lat.ion:s prior to I&IJ"dl 10, 194). 

(!) Adjusted to el1::1.nate t.he effect ot l20 mi.Ut.on paid out on Juno 26, 1940 and t'Ctu.med tbe t'ollowlz~E: d&J. 

( g) For oonthly broakdcnrn ooGI t.abu.l4t.lon. prior t.o Aprll 2), 1941; October 8 , 1941; October 14, 191.21 Sept.cabor 29, 194)J SepW..bor 6 , 1944. 

(h) Transaction; CoT eeeout~t oC t.Us~e C.nt.ra.l de La Fn.nce b'~t.re-iier i.acluded Cor tint t!Jie t.n week et:ded DeceJ:ber 6, 1944. 

(1) Include~ S 4.9 :::1ll1on opp.1.rently repre.,ontlng current and occu:=ulAted. dollu proeeed.e ot' :.torling a.raa. earrtc:ec and c.arch.andieo 

export.:J • 

. -
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DEPARTMENT OUTGOINr::. ~ .Q.IYISION OF 
OF 1t:> '!'bbru.;.ry .teErtf~L SERVICES 

C STATE ~ 1B telogr'!m mus~LJ:"~RAU TELEGRAPH SECTION :v r~phrased before I)M'rflrm"iT'l;~ • Of~S•p.m. 
oom .run1oe ted to an1one "'I,. IC'= ATE 

• 

otber then a Government 
~enoy. (SECRET.O) 

~~ FEB 19 A/.1 10 05 

fiiUI.MBAS8'1 , 

CHIJNGl<ltiO, (CHINA) , 

262 

( ,, 
r. 

.... L l• J 

J./S 
IS 

f'S!fl AJ)l£n i'.l\011 TJ!i 6!;iOtU:.'l'f,RY OF Tf!£i Th!::AspQ 

Forei gn Eoonotalo A411!1n1atl'I'Uon 1n ioaab1~~ 

hae 1nrorwe4 ua tlu\t the export or r.old to CbiM 

from the tlRt1onal !leeouroea OoiNII1BB10il atooka 1a 

t:ew 'Xork 1e eaeent111l to the continuation or tin 

production. 

Plel'.le aen4 oo~ente thereon 1mme41Dtel:r after 

u1'eouea1on w1 th Aabe1Ba4ol' f!urle)' 1 Bea4 of the tli:A 

K1ss1on, ~n4 other peraone oonoerne4, 

,. . ' ' 
1/10/4.1 

GREif 
(Aot1ng) 
(GL) 

. , . 
• I' t. ' j \ ~. . . .. 
• t' • -

~_:_;::.:;---
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~ec •d ?120 ~ .m., 17th 

seoret:.ary or State 

TJUhinctou 

)61, Six teerrth. 

iiRD 32.5 P'll'l uw; 42.5 J» An'Tm STRBSr lillY Yaut 
F!lO:I llA VID sct!lf¥I'l'ZE!l IIICSll. 

Int- Nlat1ftll USA tollallc pnsJe iD me• -u 
••lr1• ! 'iAMclal bel.p, 

(11M\ IDd?) 
IN.ac Arditt1 64.5 • • ' •- ._ York •ot' 

Al!llln ~\t1111to Reci.Da oMtdr• Da~d ,.._. _.. 
ot JOind.nn\ Sl nu.e de le Bl&tto. 

a.-1 111:nob 17 IIUt 96 •V.•\ .t.p\, 6 D .... Yen 
1111- lm'1.e lrnde•• t.o ob11clrwl oou..r ROA T~• 7 
l'r&DOIIU Groltao Ill 'fll. llarlo deported • 

., "erd J:lllrdsn .5?0 "~~eft lAt9 8V8ft ._ !1ft 
bn\bel' 0118t&Y Qlaeok SOli llal\sr 16 liU .. Cl &75.11 
1l1te Ulla Osported • 

.rsoq- m- m ... , EDd A- ...., 1brk ra~ 
~ IU\er !ISIIM Don ~ :11 Rae de le l"tt• wt' 
Bs\llu'~ . 

ax DaiMIIc 1012 ...., 109 ...... -. 'tCII'tc • '" 
·- tsrt.k 24 -.-w J'oO!I .... VJ.o'-al m Osutl a1 
1Wk - t - 'fGI'k ~ AltJoM .. Cilia 1dte ..... -
~,,.... ...... 

• 1 1Mr Jl o t 'e ....,. - • o 3 ?21JF 
'JIIIr I 'e JPI ;' S MW Mill U6' 3 lta ..... 

NU•- D , 1t ..... a. l ?2IJF 'lllllr 
liMP 1 37?w I 

0 

'_,172 ._ ~•••• sm ... 
• 

Regraded Unclassified



( 

( I 

0 

-a-
a eb ' 'l:nl _. ot IIIID 1,6 " · ~ ..... ___ ... 1'llltl fa.._ !1•1rn!'Cl a tim' _.. ot -. 
~ 6.,.. naua daGn ..s.cnw. 
~ Stellpe )liS n ~ Aw. *- Y<ll'k 

.tba' RIIIE1M 1St J4l .... bull IRMl dallilbMr &117 -
ot cua 1S ftcrWn ..... . 

11ut ou-.m 505 ftttob A-. 1111w Yark IJDCle 11w e 
'lotm onlc7 6 PraacaU .a-. 
~ ll1ban 65 wen 68 .,_, ._ Ywlr o_,. 

A4ftlpb lb.but 54 Belle- ...... 

~ .. IIDa1JI&v ~ lki'MM"n st; ,._, IIU.le 
... Ywk ooaaa llarbut Oetrbp'k 2.,.. ., ..... 

- ruot:tnn 4.50 w.t. lad .. ..,, __ ... 11:rk. 

~ .. ,~ -.ll ., 3 • &laJo1e If t I 251 
c tnl I'Wit .. , ... ron. 

Oe....,_ On"'• Ia I; 6 01 ' tt 11ut ...U 
_.. ~ O'bl'" 'D 14 •111·n:1 JW! z P 1 M .... ._ 
I.n11 Iel 1 .. tft. 

~ ,. 
1 

- .. 6 .. us. or- ...... h ' bee:f 
~-...... hd. 

Al 
7 

ad ow sa SlJT1 ll •- • 11Jill ft'ite ,..... ,.ow-•- U IIU .aw. D •n au. 

~ 1'11..,,, 12 Jle'pe·n .,.. '" nel, Wef 
~~ettu MJ4 )ll n rat ..., r.w >a'= tZIII onw. 
ftl1p ..... ~.. '" Qe'fnWef ,..,tnt''',_, 
Oo1 3 

... 20 .. • ... , .,.. ... t 3 llnSa •• , ....... 

8tlM ~ 11"' ... , u .... , • tc,. d.ftun 
,.,_ l,t 1 1 o-ia 'a' 'J ft1la ull lla I ' rt I• 
tara ta'· 1 , "' ao Dr'- .- •· 1 • , , , a e c. 

sa 1 ~U71,...U..~• rJI'MII._ 
... ,. DM&J Dui" 'flk 4 A): ad ..... 

JPa a: ' 'e 
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IDN •• t 1a 94$ ~ "'"'· a 1 '011& • I" 

DIWiAih llclbila'f J11ahel'ft ...w . 

..... M a l.QDa-s. a :01!lba•U -

~ .... at ...,. a •r ''• 
Allal a ' 15~ o-m l'llr~ a a k~ wter Sara 

a C•ld lOl 1 ' L~ lll'fd • 

.., • .._. U81.._.lliiii'18M •o •a.,o 818\eft 

l'8lala a.ra ~ CIU'W ot Ina ~ 25 Car-Al l ­

....... hiiMIMd 81 ............ 

I-*.......,._. 2JD9 15 """' a 1 ·a,. ...._, 
11st:iJa I' ; 1 lllletlsDil I.-..1 ~ .:U, CIU'W ot CUI 

1j ftcrWn ..... 

*8'1ae 1l1Sa'lq l'1pe ~ ~ at.. lisiiHft8U 
C«1 swrta bnet 1 -'- ~\oll.Ua .&~-. 5l u.. 
-- - pn.. Ia 111 ow v. 

x-~ nccts t 111 llt\el. 

• lwdn •WirbUr7 c mu.a *"'' liar I a P;t '..,., .. 
Ot ' w :tl9l .... I Ud Dw•srt.• a•a 

a ••• Pl.- UQD au. •·'''"• lO ~ fe!o])e 

8\. Cb'Np lliiCla 111Celu 'foUrbe 37 rnoosrt.a or­
JD.wd. 

~ )lellnJ'Ii a39 a Brud at.. IQt.enUle "· o. 

All1ta Bl-teck aan at ·~ u B1a a t ~ta 

Ill 'Ill. 

• wl DlaPIIne1a tlbes c-1\t.e a-svcu. 
*\ur'RHMU• ... aesr11 n\e\1- w.lllncWP O..U 

n : a ~~ 7 ~u ••., .-u rta,...-1 ... 

'I'!Mrtel• ........._ ..u.tl I ' 1i ...,.,...._ 

~. ,_ 01' ... lD Cbat.a- ..... 

..... 11 , *''* s ..,.u 1 a rt • a, a 
.... -« Dr. n •aw 130'7 ....., n.. lslt• •· 
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.Al1ae ~ ~ Bfkl ,.... h. *'"' 11ft 
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ISahiH !)a )d )47 Wile\ n ·--- - '1lllrk 
Ia wta.r Jr 1 pb .un-loe llont.e c.r1w ,.,_ 110nte 

-~ . 
.llloqu. So1111Uell.40-05 AM &w. lleeMitl Nww 

Twlr eiARer P'r1wda SWiaawbwl YUla 11~ IIRwpbw 
ll.S. ftlle ,......_, 

DllYU ll ' 
1

1 164 ..U. aw. • '1111 lluO: &. 
W 8l 3 1 DrlU~ CweM Alpwe -.ri\W. • 

.. ,_. ,:12 e.aaa ............ & ::a~c.~~::. 
Clll.e .,._. ..S,. ~ ft1la !Ia 1 ..,"U•xa 
> • t DllYU 4 uPC:• *' '" llr U .,., • ._1 
.. , I J lit. 

WWftllc - w .... 1 

) .... s.r- l'lll11J1P 
lellft u Ju\ rl ""'*' ... r.tl tU nla\l- ........ 1 
a..lUII'I •e. 

H- bft 0 ' .. .1114ln1w-- II IM 
•dnll t "'*""* Ati Ue - Ml.t,. laJp Pill olet' 1 
- .. 11 ,.._ tx J4 ..... , .... 

- J.\U. IIIIW "r I 7 ....... Mf - J1JMw 

: ::-::.:•:· ~ ParU u : ' • • I 1u a ... a •• a 0 , - ftlltl .... "1~ , .,, 
laJp wa1 i'alaU- 1118 - attUeftte ..._ J 1 lble. 

CWM: 

.... , Dew e1 p ...S.WII wl."-\ _, ~ '­
~ 

• 

' 
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CABL8 TO A!IBRICAN I!MB.lSSY, PARIS, FROU WAR RBFOOKB BOARD. 

Pleue delinr following ~~~eaaage to Joseph SChwarta trom 11. ,l. Leavitt 

of ~erican Jewish Joint Distribution Committee, 

QUarE OSE ADVISES US IAJW:CO GRANTING OIIE HUNI!lKD VISAS FOR 
CHIUlREN FRANCE AND <SE PARIS \fAS ASKED SELECT CHILDREN. 1IE 
ADVISED C6E HERE THAT QUESTION OF EKIOWION OF CHII.DREN FROM 
FRANCE IIUST BB JETEIU([NED BY JBWISH CoiooJNITY FP.ANCE IN 
COOI'm.lTION WITH AGENCIES SUCH AS C6E JEWISH AGENCY JDC AND 
OTHERS. BELIBVE THIS ! S SJ!l!UOOS PllOBLI!J! 'IHIC!f HliST BE FULLY 
DISCUSSED IN ORIJBR THAT UHI L.ll'ERAL DECISIONS THIS CJWW:TER 
SHOOLD IIOf BE TAKSN. OUR PC6I TION 'liB CONCERNI!D ONLY WITH 
ULFARB CH CKII.lllBII AND liB READY ABIDE BY atJilGI,IBNT CH CIIGANIZED 
JBIIISH Ca.!IIUHITY CH COUNTRY. Il" CCU!UNITY APPROVES OSE UEXICAN 
PROJBCT N.lTliiWLY liE PRBPARED COOfBRAT& FULLEST EXTElfl'. UNQUOTE 

s 
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CABIB TO AYBRIC.AN CQISUL.f.TE GENERAL, JERUSA!Jgl, FRC!ll WAR RKFUOl!E BOARD. 

Please deliver following message to JOseph Quzij, c/o Abram Wertheim, 

Jewieh Agenc7, from N. A. LeaVitt of American Jewish Joint Distribution 

Coalnittee1 

QUarE IW>IO LUBLIN POLAND ANNOUNCED DAVID GUZIK ALIVE. 
WE REQUBSTittl COIFIRIW'ION AND 1fiLL ADVISE. UNQUOTE 

3t00 , ... 
,..._, 16, 1945 
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CABlE TO AJ.!E!!ICA;l LmATI OII, L!SBON, PRCIIlfAR Rlim'CEE BOARD. 

Please deliver foll<ll'ling messase to Harold Trobe from ·w. J.. Leavitt 

pf American Jewish Joint Distribution Committee : 

QUOI'E FURTHER IOOR l48 UNDER-LICENSE 6?8642 RESNIK AUTHOOZED 
TRANSFER I.IRA EQUIVALENT ~0,000 TO ALBANIA. UNQUOI'E 

TIUS IS 11P.8 LISBON CJ.BLB 110. l42. 
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.... .... lu\ \oro 11.- •bolaW ....s "''IIla !l'OIIp 

.... J. 11aN 4 ADd ~ •boul.d .... •J'ood t '4 be 
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356, ttah Mil 

.. .324 .me 1?1. 

FIJI LIA'IITZ rRal 'l'R<B 

IUD 

tuba 

DIIW~lh, l~ 

.... 4•)0 , ... 

Jarndk ~ ...U. ftlW fw ~ •Mppl. 

~1000 pt"E1e Mt.NUa Ull -.lii!J- ot the1r •MIJP'• 

faoShU... ~ p\ deWl8 0 'lfl SAIJII aldl ' 

ao be aa be ~ to rwaw u. 
CltO:IIR -
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Wf60 

3S?, Sb:MeUa 

DaW ~ 16, 1945 

..... 4•46 p.a. 

11M :Ja3 oiDC 17'1 Pal WVIft rRIJf 'llliJS 

,.,. - 17l o.t.ttarb repa-Y Coa4r n puoel8 \o 

1bw 111 ...... ftu'W ..-sa ~ lJUI .. .uu .... 
... t l ,,,._ 

tiiiiM •• -•*" • ta w1ll !law ,_. n.n r= n1a. 

-a JQ' (t•. 81D•;r), ....... Gala. D'Jka, a-t•. 
• a "• a e " ••• -.ca t, o•~. ru-
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3.58, S!=' WI 

naw ........, 16, 1945 

ReO 14 4o3S p.a. 

D1 )aa JIIC 1?6 l'Qt l&Anft ftaf 11A1101D ~. 

Y_.l40. 

SalT~ Ia -'1;f .... DIMia _.,.._ lld.­

A I 100,000 1*'111\Uac "-,. t = ~~ 

10,000 ~. AlN Sal¥ "•'•lJ' ill '-Ia wi.tla IllatA . 

aa;a llll .. Uft lllllll ftllllerial all ~bl.e .-..-. 

SalT *11P"'IC P*'l l• .-a at illtaw 1 \o aU...,. 
~ ........... ... 

CWEH!E. 
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CABLE TO .ua.&lATIOII, BK!!JI, S'IIITZERWID, FOR wccu:LIAND, P'RQI DEPA.I!TI.!ENT AND 
WAR REFUGEE BOARD 

The VRRd HRhatzalR Emergency Committee hae approached the BoRrd here 
informing WI that Sternbuch hR8 fund a for and is in a position to purchase 
10,000 kilos of flour in Switzerland for conversion to Matzos and consign­
ment to Intercross for distribution to the UDRseimilated internees Bergen 
Belaen of Jewish persuuion, It is our underahnding that in order to make 
tlue Plll'chase Swiss authorities require assurances that a corresponding amount 
of flour will be avrllable for import, The Department, War Refugee Board, 
and FEA support this request arid hope t.hat Blockade authorities will inter­
pose no objections. P~ease consult David Gordon, Chief, Blockade Division, 
FEA., member of CUrrie mission in ST>1.tzerland, with R view to making this 
transaction possible. 

!IllS IS 'NRB BERN CABLE NO. 406. 

9t35 a .m. 
February 16, 1945 

• 
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F z:q ot ata•, · 

IIRB PllOII IIX:L&LLAIID. 

P'tAD ... 
.... ~ 16, 19145 

a.o•4 g,ga p ... 

Pl.- 4al1wr toUOid.ac w .... Qoleem, 
Wlrlct .lniab CaoCl oa tra. Jd s 1 

"Ditercr- ~Wit t~ W1n ~rca \bo1r 
4el ... ~~ 'Se""nr liP¥'- lleuS.II8 :tt3l 
S.CS.Ut-7 oert1t1oa'- ••• 1634 .... ~ '· 19114 
etped b¥ Bam, Ita: .. pan .. J.epte U'i'lw4 6'18 
~w\epoet •t.UDc \bat """' - ftUl ill __... ..... 
ot ol\7. apn. d1 al11 eel till\ .,_, 8119' .-. W 
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lntormot1on received up to 10 o .m~ ; l6tll February, 1941' 

li!!Ji. • U th. Bneay raid inc party in rubber boats 
killed and one taken prisoner, 
Coeatal torces destroyed three heavily 

Coaot htrio. 

' • At!TI.;,UBMjRI!ffi OPERATIO!IS, ) tb, One or 8.11. Submarines 
r.olo promloins a t te.ck on U-boet N. W. Bergen. 

) , eF&MX ~ITACK ON SHIPPIHQ. A 8129 Norwegian tanker and a 
72~0 t on u.s. s ip in convoy westbound !rom White Sea were tor pedoed 
by U-boat ott Kola In!et end have been t aken 1D tow. 
!!ILITARY 

4, m;snRN TBONl'. 
Control Soctoro 3rd U.S. Army advancing on 8 mile front mado 1 to 3 miloa north and wost Eoht ornach and forward el ements 

now reported !laving r eached lower wat e rs or River Prum 1 5 miles nortll 
of Echtornach . 

Northern Sectors British and Canadian troops made further progress on !lanka or attack s.s1 !roc NiJaegen but hold up by stronc 
opposition 1n centre . On ri&ht, advanc1na on S milo front, up to 2 miles hova been cede end Keesal captured 1n heavy !ilhting1 whila en 
l oft soutllern bonk ot Rhine now held • • tar east ae opposite E<merich. Level o! Rivor Roor !alllng and hot dropped 10" during last 24 hours . 

5. 
!ii'f:~;;rs ChoJnic e ond Tuchols on tront1or between 

Prussia and Polish corrid~r coptured . 
Sout h Central Sectors Following towns N.W, Breslau llavo 

been t~kon a Grunberg Sommorfo14 and Sereu . 
Southern Sectors Li~Uidation ot dispersed enemy groups w'icb broka out !rom western pnrt Budapest be ing completed and durin& 

14th 6,650 prisoners , 1nclud1r~ 3 Generals, cle1Ded oa captured. 

6. ~TERN~. 
Nliht l4i~th. 1398 a ircraft (23 missinal despatched! Chemnitz 716 (2104 tons) , Oil r efinery Rositz 232 (833 tonal , Berlin 

45; Ses mining 54 and divor sionarl aweep 95, while bomber support ono other torgota accounted for 166 • 
15th. Uain targets tor 113? u.s. heavy bombera (11 missing, outstanding) wore Cottbus (951 tona)1 Synthetic oil plant Uagdeburg 

(803 t onal, Dre tdon (413 tone ) . Bombing was carried out tllrough 
cloud an~ onozy ~ i.r negligible . 

Weather conditions provonted oporatlons northern eector ot 
front. Ovor Centrel and Southern sectors medium bomber• 202 succosa­
tull:~ attacked tour r a ilway targets O:oa tern Gormany while 930 1'1gllter 
bo~bcrs and tighter• (2 missing) modo operational sorties , 

7. WfD~XE~ft~N SRONi· ~t~~3t~. tratoc1c bombers attackod railway centre 
Verona (],86 1r>nal, 

13th, 750 o~s. llcovy bomber• (8 misstnal dropped total 1357 t<r..s es tollowas Ordnance and Coo41 depots Vionna (6?0 tonal, roll­
way c<ntros Vienna (92 t ona l• Marburc (243 tons), Graz (137 tens> , 
Z.~r~b (108 tonal and othor taraota (107 tons) . 

802 tacti cal a iroro!t (4 mias1ng ) attacked cocmunications 
• ~ I o•har torgota in North Italy, whllo 78 a1rcra!t attookod targets 
'l'·.~.·v:.lLvta and cuna Kilo . 

S~!URITX (Up to 7 •••• 16tlll 

i§if!XA;our 1no1deota r •per t•d• 
IiCht l5tb/l6tb, Jo ino14entl r epertod, 
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Re: TAXES 

Present : Ur. 
l.lr . ., 
AU' . 

Blough 
O' Connell 
Gaston 

February 17, 1945 
9:30 a.m. 

MR. BLOUGH: We will make it so int eresting, he will 
keep us here for a whole hour. 

H.U.JR: The floor is yours . ~ipe it up . 

Mlt. BLOUGH : Well, I will . You wanted to have the 
events of the week summarized , and it seems to me that 
might be a good place to start . I hoped to go on a 
little from there, if possible . 

• J 

The Joint Committee met on Tuesday, and again on 
V;ednesday. They went over it, or they had read to them 
part four of our joint reports covering the summary of 

0 suggestions which we had received in the course of last 
· summer and fall from business and agriculture and labor 

interests . They got a little impatient at the repetition 
which was involved in reading different plans , but on the 
whole, the meetin~ went quite successfully. Only one issue 
came up that I th1nk you might want to be informed about, 
and that is that there was a little flare- up on the subject 
of advertising . The extremely luxuriant brochures and 
calendars , and things like that , that some of the profitable 
c~mpani~s are getting out this year have come to their 
attention; l i kewise, other heavy advertising expe.nses . 

Senator ~alsh made a little speech on the unfortunate 
character of a lot of this, or the unfortunate use of pafer 
and other valuable resources, which are involved . I don t 
think War Bond advertising came up in the discussion, but 
advertising in general did, and then Knutson made a speech 
against the International Latex Corporat ion which does this 
advertising by quoting from left wing or liberal or ot her 
sourcee. 

' 
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H.M.JR: I asked 'llhO they were and 'llho this fellow 
is ,and I just got a memo here, "In reply to your inquiry 
about the !nternational Latex, I sub~t the following 
facts--"isn't that funny? I was curious . 

tliMJt. 0 ' OONNE;J..L•1. Isn 't that the fe llow v.ho wrote the article in lS weekTs~ "Col ai"s? 
H.t.I .JR: Spanel. 

l!R. 0 ' COON ELL: There is an article in this weekl; 
Collier' s or Saturday Evening Post . I haven~t read it . 

MR. GAST~~: The funny part of it is there are at 
least one dozen conspic~ous conservative concerns that 
have political advertising , and he is the only left wing 
in the bunch. ~arner and Swssey, some of their stuff is 
outrageous and nearly all their advertising is collected 
political advertising . 

0 MR. BLOUGH : The curious t hing about this particular 
case wab that the advertisment to which Knutson took 
exception was a quotation from Wallace's statement before 

• 

the Senate Committee in which Wallace was praising private 
capitalism and the desirability of having free enterprise, 
and so forth . If it had been a atatem.ent attributed to 
Henry Ford, it would have been magnificiently conservative . 

MR. GASTON: Don 't you see it is illegal for Wallace to 
try to demonstrate that he is conservative. It 's outrageous! 

UR. 0' CCllNEU: I doubt if the Secretary knows the 
background of International Latex but the fact ia last 
year the Bureau received a letter !rom Bob Doughton asking 
whether or not the practice of International Latex reprinting 
editorials from PM and articles by Willkie and Wallace and 
liberal articles-rn general, whether or not expenditure for 
advertising,. reprintlng those over the name of the company 
was a legitimate advertising expense, and the Bureau wrote back and said no. 

H.U.JR: That was cot--

l{R. O'CONNELL: That was not legitimate advertising expensea • 
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H.I.I.JR: And then what happened? 

MR. 0' CONNEll.: One thing was the comvany then wrote to 
Doughten and told him they would disallow 1t. They sent a 
letter to the Ag'ent in Charge up in Delaware, someplace near 
where this company is,and sent him a copy of their letter to 
J.lr . Dought on. 

J.IH. BLOUGH: \!Jhich amounted to instructions to disallow. 

!.IR, 0' CONN;!;LL: And the Revenue Agent disallov.ed it, 
Subsequent to that the company sent a telegram to you which 
I referred over to the Bureau and ih11s answered out of the 
Commissioner 's office saying that that was of course not 
the fact;that we always look at those things obJectively, 
and if it was to be disallowed, ther would be g1ven an 
adequate opportunity to have a hear1ng, and so on and so 
forfh, six months after t he decision was made. The decision 
was made the day after Bob Doughten wrote the letter. 

MR. BLOUGH: The record is not good . 

MR. 0 ' C01~ELL : Perfectly terrible . I don't know how 
I happened to have it called to my attention . 

l:l .M. JR: Was it disallowed? 

.lffi. O' CONNEll.: It was at that time disallowed, and 
since then I had a meeting with the people at the Bureau 
and we have reversed the decision, and the amount dis4llowed 
on that ba&is was reversed, so it is being allowed now. 

l:l.l.!.JR: I didn't know it • . 
MR. 0' COONEU.: The company had been in the habit of 

spending one hundred thousand doll ars a year for advertising 
before the war. The actual amount of mopey expended in these 
years for this type of advertising was five and six thousand 
dollars a year, not a lavish amount of money. Their amounts 
for institutional advertising as compa.red to what General 
MOtors and other big companies were doi ng, was just a drop 
in the bucket . 

(Mrs. McHugh enters the confer ence .temporarily.) 
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MR. 0' COHNELL: That was the only case I could find- ­
a disallowed case for advertising. 

H.M.JR: Who was that over there? 

MR. 0' OONNELL: Someone down the line in the Bureau. 
Tom Mooney signed "the letter . 

MR. GASTON: Somebody up on the Hill speaks and they 
ru.n to cover . 

1fit. BLOUGH: Norman Cann handled t he situation pretty 
well there the other day, pointing out that you have great 
difficulty in distinguishing what is ~erfectly clear 
advertising, and What is purely polit1cal advertisini that 
isn't to be allowed . nBut you have Montgomery Ward, Knutson 
said. "That was entirely proper . After all , they had to 
make their position known to the public , but Wallace, why , 
you could read that in the hearings any time you wanted to," 
But Cann pointed out you can disallow this stuff, but then 
the Tax Court will reverse you on it . 

MR. GASTON : You haven't any line of defense except the 
amount of money spent in relation to their business . 

MR. BLOUGl!: Even that the court disallowed. 

MR. GAST<ll : You have to allow that a man can make a 
mistake that may actually hurt his business, but you have 
to allow that he has a certain amount of judgment . He can 
make a mistake. 

MR. BLOUGH: Moving on to another point-­

H.M,JR: This is a very interesting one. 

LIR. BLOUGH: I don' t mean to rush any from it , but I 
think- - the Joint Committee .ia meeting next Tuesday and we 
will probably finish up this presentation of other peoples' 
tax suggestions, and then give them something on the British 
and Canadian progress to date on post war tax planning, which 
isn' t very much, but which indicates some interest in 
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accelerated depreciation and in reconversion exp~nses, 

and so forth . We are also going to quote a paragraph or 
two from the ~bite paper on the employment policy, which 
is somewhat ·Similar to the Murray Bill, you might say. 
They have a ~bite pap er over there on employment policy. 

H.ll. JH: In England? 

.~ 

MR. BLOUGH: Yes . Now, another matter which has become 
of some interest, and which might be br ought to your 
attention from other sources , and perhaps it has already, 
is the proposal that Eccles has made for special capital 
gains tax. 

H.M.JR: Will you give it to m;r outer office. !dark 
what I said about taxes in my annual reports and I ' ll take 
it home and read it. 

MR. O' CONNELL: It is pretty good . 

0 H.M.JI<: I would like to read what it is; they may ask 
me in Philadelphia, see? 

0 

MR. BLOUGH : I think you can stand on it all right . 

MR. 0' OONNELL: Y.aybe nor; that he knor.s it exists . 

MR. BLOUGH : Listen , we tried to write what he would 
say i f he had said it, so I hope y;e succeeded. 

H.!A.JH: Well, as long as I got a good press it's all 
right, but if 1 got a bad press, God help mei 

YR. BLOUGH: We know. 

MR. o• CONNELL: It Is always the right one . 

H.LI.JR: Anyway, I want to take it with me . 

MR. BLOUGH: Eccles has made a long story short, or a 
short story long. Vinson, I think , sent a memo to Eccles 
saying, "Are you worried about the rise in capital values 
in farm land and real estat e and stocks , and how about a 
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substantially increased credit control program to meet the situation?• Eccles held that a while and sent a memo back to the effect that we are very much worried about the rise in capital values, and corrected the whole financing program and this , and the other thing, farm land boom, stock market boom,and urban and real estate boom, and it is very dan~eroua, but we don't think credit control is the way to handle 1t. But we ought to have a special tax on capital gains on assets purchased after say, January 1, 1945, so that if I would go out and buy a farm and then resell it within t wo or three years , I would have to pay a ni.nety percent or eighty per­cent tax on the profit on the sale of the farm; and that memo came back to Vinson ' s Advisory Committee, or whatever it ' s called, on which Mr. Bell sits in your place, and the Committee discussed it on one occasion. Then Dan brought it back here and we wrote a little memo,and then he took me over to the next meeting and they discussed it some more. 
YR. GASTON: We had meetings on it . 

MR. BLOUGH: Here in the Treasury? It is now resiing with this little Int er-Departmental Tax Committee of four or five people from the technical level, and we are working on it there. I think by and large we will have to say that while it would do good if you could put it in by Executive Order and apply it in a somewhat flexible manner, that under the circumstances it probably would do more harm than good . 

(Diacuaa ion continued off the record . ) 

YR. BLOUGH : On this special capital gains t ax proposition, I think we all feel there ia a danger of a speculative market developing in capital assets, but i t is. not aa serious as the Eccles memo would indicate, and the proposal he makes to curb it is probably of dubious value in accomplishing the result , but it ia still under study fo r further developments to be reported, 
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J.Ut, 0 ' OONNELL : Isn ' t the question more harmful than 
good in getting your Executive Order point across if you 
make the proposal seriously and spend six months debating 
it in the House and Senate'? In the interim it ~'ill 
probably do more harm than good and you will probably not 
get it anyway. 

H.M.JR: It will attract attention if they are so 
worried and people will say, "\,e better go out and buy 
a piece of land . " 

: '7 

t:R. GASTON : That 's what most of us thought about it . 

l.lh. BLOUGH: It comes to this: In order to get it 
t hrough Congress you have to scare the wits out of Congress . 
In order to do that you will scare the wits out of t he ~ublic; 
in that process you will scare the wits out of the publ1c and 
you will undo what you are trying to do. 

I thou~ht you might be interested in this refund of 
individual 1ncome taxes. I mentioned yesterday that I 
looked over t he unit in New York v1here they are processing 
the returns . What they are doing now is aside from about 
a million seven hundred thousand returns . The larger kind 
come i n here to Washin~ton for work. Every return in the 
country now goes to thu New York office from the Collecton 1 

offices, and all of the withholding receifts which the 
employers have , representing the employee s withholding tax 
and the wages paid and dividends pa1d, they all go to New 
York also, and t here they are associated together, and the 
other documents are clipped t o the return and then they 
figure if tbere is a refund due . lf there is, they schedule 
the return for refund , turn it back to the Collector' s office, 
and the refund is paid, and if additional tax is due, they 
indicate that additional tax i s due and turn it over to 
the Collector for treatm.ent. It is, in many ways, a (?;reat 
improvement over previous treatment , and I think we w1ll 
increase the amount of collections substantially. But in 
the process the refund of course becomes quite slow, and 
that is what happened this last year • 
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They had personnel difficulties and t hey had all the 
difficulties of starting a new operation , and instead of 
getting it done in October or November, you finally had to 
take this drastic treatment of say make the refund without 
associating the returns with these other documents. Now 
they feel t hat they can do the job definitely and certainly 
by November of this year. 

H.M.JH: Oh. 

MR. BLOUGH: Forty- four refunds payable after March 15th. 

Mit. 0' OONNELL: Uf this year? 

MR. BLuUGH: There are two points in this connection . 

H.M.JR: I am listening closely. 

MR. BLOUGH : One is whether November for the last refund 
is good enough or whether this, even at the risk of a mistake , 
somewhat rapid process will have to be developed, and that 
is now under discussion , and I hope i t will be soon enough, 
but I am not sure t hat it is . 

MR . GASTON: I don't think it is going to be good enough . 

H.J.! . JR: I don 1 t either. 

MR. BLOUGH:. That • s for this year . -H.M.JR: I don ' t either. 

UR. BLOUGH: And I am very much concerned about it because 
you can get away with that one year perhaps on the grounds it 
is a new thing and you haven' t worked it out , but year after 
year, that is not good. 

MR. GASTON: we are not in the same situation we were a 
few years ago as to income taxes . We are making such heavy 
demands on everybody that we have to be awfully careful that 
we don' t start a general revolt against the whole system of 
income t axes • 
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1m. BLOUGH: I think that's right . So what we are 
making is a little study of y;hether something can be done. 

H.M.JR: I am with Herbert . 

lA!{, 01 CONNELL: When we agreed on the stepping up of 
it last year we thought at t hat t ime that at least we would 
not have to decide what to do or could not decide to maybe 
continue in that drastic way--we put in at least until after 
t he 15t h of ~reb, 

H.M.JR: I s there any reason it can't be done--break 
this thing up--instead of having it in the New York office 
have it in San Francisco or the West Coast? 

UR. GASTON : I think the whole system has to be changed. 

Mk. O' CONNELL: There is a very good reason fo r doing 
it all in one place. 

0 lffi. BLOUGH: The reason for having i t in one place is 
General Motors sent all their employees' returns in all parts 
of the country in one batch . They all came in together and 
t hey have to sort them out . This belongs to California, this 
to Chic ago, and so forth . 

• 

MR. 0' 00NllELL: You have any number of employees whose 
retur~s have to be associated with withholding receipts 
from different sections of the country, whereas one employe·e 
may have worked in three or four different districts . 

MK. BLOUGH : Herbert Wood, who is retiring shortly, 
did want to set up a tri al run down in Georgia. 

MR. O' CONNELL: Or Florida, both. 

MR. BLOUGH: In which he was going to try to regionalize 
it and use mechanical equipment, but "be wasn't able to get 
the equipment . Something of that kind will have to be done. 

H.U. JR: That ' s what I said • 
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Mk. BLOUGH : I think a lot of the work could be 
regionalized. I think the aor·ting of all these returns , 
a.nd so forth, may have to be done on a national basis . 

H.h!.JR: You' ve brought it to ~ attention so let• s 
move on. 

MR. GASTON : Sometime t he Secretary would be in­
terested in how the English handle it. 

MR. BLOUGH: I v.anted t o bring up this: As soon aa 
unemplo~nt begins t o develop in this country, any system 
that wa1ts until the end of the year before making the 
refunds will not be acceptable, and ~e have to figure out 
a method of making a refund to a man who is unemployed 
duri.ng the year. 

H.M. Jk: I understand right in the locality, Herbert. 

MR. GAS'roN : Roy has the whole thing. He talked i t 
over pretty thoroughly with a couple of Englishmen . 

H.M. JR: M~ill brought that back. 

Mk. GASTON : This is new stuff. 

. .... 
Lt 

H.~ . JR: Don't let's do it, unless you have other stuff. 

MR. BLOUGH : I am getting along to the eod . 

H.Y. JR: Then t el l me how the English do it. 

YR. BLOUGH : I thought this was important . The English 
handle it on an aoouJDUlati ve basis f r om week to week. They 
have withholding tables buil t Uf in such a way that in effect 
what they do is oompute .the mans tax to this date for the 
year and then they subt~aot what he has vaid thus far and 
the balance is what they withhold from hLm each week. I t •s 
a bit cumbersome and I don 't think our people would like it, 
but nevertheless that ' s the way they do it . If a man is 
unemployed, he has a negative tax,in effect he gets a refund. 
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~Ol, GASTON : What if he has been under withholding 
for thirt y weeks and then loses his job? 

• -I 
• .1. 

MR. BLOUGH : It shows that he has had withholding 
from the one hundred or fifty pounds or one hundred pounds 
of t ax and then loses his job in the middle of the year . 
The personal exemptions are goinc to eliminate a lot 
of t hat tax, so he will have a refund comin&• So they 
make a computat ion and pay out that refund during the year. 

H.M.J R: The thing we have never done is have some 
very valuable business engineers--

Lffi. BLOUGH: We have consulted business engineers on 
this. 

H.JA.JH: On that thing? 

MR. BLOUGH: Yes, but I think v.e simply must devise 
a way of doing it during the year . 

H.M.JH: How about bringing them in- -some business 
engineers? 

lJft. BLOUGh: We , of course , will have to do that , but 
it seema to me the thing to do now is not to wait until 
this problem arises but to be working on it this year 
and trying to work out some system. 

Mk. GASTON: The trouble is business engineers are not 
quite good enough. We go a l itt l e beyond them. 

H.M.JR: Some of t hem are awfu:U,I!Pod, 

MR. BLOUGH : we ha ve used the best machine equipment 
people there are, IBM and Remington hand equipment people, 
who work out systems of this kind . 

H.U,JR: You don't use Underwood Elliott & Fisher, 
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ll~ BLOUGH : Their equipment is less adaptable to this 
type of thing than some of the other. ~e have had men from 
AT &T who are vecy experienced men in this field, and we 
certainly will have to use 1nore of them, but the approach 
has got t o be, it seems to me, that it is the policy of 
the Treasury that we must devise a system for givine refunds 
during the year. What we really need, in a sense, lS the 
belief tha t we will have your support for that, and we will 
go ahead and tell the Bureau that we ought to start working 
on plans for that. 

H.M. JR: You have rrq approval, and I am going to keep 
after you n~w that you brOught it to my attention . · 

t 

MR. GASTeN : In lower brackets ordinary working people-­
most of the salaried people were collecting more currently 
than t pe man ' s whol e tax liability . With a system like that, 
it seems t o me we have to devise some method whereby "e will 
not be ov~rpaid at any time . 

0 1\}(. BLOUGH: The Britisp have an interesting plan . In 
that you almost get the idea that nearly every government 
employee in Great Britain has a checkbook -to write chocks 
on the government. We are pretty strict about our dis­
bursing, but they have their employment offices that issue 
unemployment compensation checks used for the purpose of 
issuing these refunds, and, of course, we with our State 
Unemployment system are quite in the same position to do 
that . 

0 

~ell, I don't know if you are--moving to another point-­
! don 't know whethe~ you are interested in what happens to 
the Railroad lt.etirement ltaport or not . 

lf. IJ .JR: Just take a minute or two. 

MR. BLOUGH: It comes do1vn to this : The questions are 
first, do we go along with l~ilroad Retirement in wanting 
bigger and broader benefits , .when Social Security, of course, 
doesn't have them, and in raising the pay roll taxes up to 
fourteen and one-half percent for the present and fifteen 
and one-half percen t for the future . Now, we won' t get a 
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unanimous agreement in the Treasury because some people 
don't like the idea of the hi~her benefits in Railroad 
Retirement . Other people don t like the pay roll tax, and 
t he full reserve, but we can' t get everybody to t ake the 
same position . 

H.M. JR: .\Vbat happened on that? \hite wanted ftha t•a 
his name to have a day in Court . 

MR. BLOUGH: He came in and talked to White and came 
up and talked to us , and as a matter of fact, this 11ttle 
Inter-Departmental group was there and he talked with them. 
Bernstein was there, and I think Hernstein's posi tion was 
Railroad Retirement ought to be wi l ling to postpone action 
on thi s until Social Security--

~. o·~~ELL: Which was essential t o our suggestion. 

MR. BLOUGH: Which was the letter that came in here 
that Harry wanted held up . 

H.M. JR: What happened to that letter? 

MR. BLOUGH : It hasn ' t been sent . 

H.M.JR: Who does it go to? 

MR. BLOUGH: The committee . 

MR. GASTOO : Roy has amuoh better letter. 

H.M. JR: I have to rely on you people . It' a all right 
for White to get in on this~ 

lffi. BLOUGH: It isn ' t only White; it's Dan versua White. 
Well, Dan likes the idea that we don't like Railroad «etirament 
getting way up here above Social Security, but Dan doesn't-­
he ' s a little hesitant about condamdng pay r oll taxea and the 
full reserve aystem,b~t he will go along. 
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MT~ GiSTON : Except to point out inconsist ency. , I 
think this letter as you wrote it hoy, represents t he 
views of this whol e group that Dan called in thi s morning. 

H.M.Jh : Who is this letter going to? 

. llR, BLOUGH: Through the Bureau of t he Budget to the 
Committee. 

H.M. JR: Hur·ryt 

},ffi. BLOUGH: Yes, it is pretty late now. 

H.~ . JR : It seems like a fairly important subj ect . 
Could I do it by Tuesday? 

MH. BLOUGH: I think so . We haven' t bad any burry-up 
call for it . 

H.M.Jh: I'll give you nine forty- five Tue sday. 

MR. BLOUGH: Between now and then we will get the issue all 
squared away so you can have the minimum of trouble. Vie will 
try to get all the issues very nicely squared away. 

H.U. JR: Will you see the people and notify them out 
there ? I think I better stop now, but we will do it again 
Tuesday. This is very useful to me . I am going to do it 
at least once a week . 

MR. BLOUGH: That would certainly please me. 

H.M. JR: Who' s seeing ~oDonald with me? 

MR. 0' C~NELL: John Peble and I were. 

H.ll.JR: v.bat' a this .We Connell at ten-thirty? 

UR. GASTON : He is just coming in to see you. You 
were going to talk t o him about Bretton Woods . Have you 
seen him ainoe he was sick? 

H.W. JR: I don' t know. I ' ll sea him anyway. 
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MR. PEHLE: Well, we have an employee in Procurement, 
! ltiere, of Italian decent. He has been in the Government 
ten years, and in Procurement about a year and a half. It 
t ook the Procurement Uivi sion about a year to request his 
investigation. He gets fifty-six hundred dollars a year. 
The first preliminary report on his investigation came 
through last October, and it was quite bad. It showed he 
bad deliberately falsified his education by saying he had 
attended two colleges , one of which turned out to be a 
prep school, and the other, Columbia, turned out to be a 
tutor named Columbia Grazsiano. Civil Service was notified, 
I think, of this . 

H.M. JR: May I interrupt? How did he happen to cane 
in Treasury? 

MR. PEHLE: Ha had been working in the Housing Procure­
ment Division wnich was taking on people . !a far as I know, 
he came do.n to look for a job. 

H.M.JR: Nobody sponsored him? 

MR. PEHLE: Civil Service notified us that he had 
falsified his educational requirements, and they ordered 
us to fire him. He was given the right to appeal from 
that by Civil Service automatically, and he hired Leo 
Rover, an ex-U. S. Attorney to appeal, and that is now 
pending in Civil Service . he has been handling the disposi­
tion of NY! propert7, selling the buildings and confirming 
title in municipalities to various hands with almost no 
eupenision . 

-
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He was under Olrich, but obviously he wasn't inter­
ested in this phase of work, and he should have been under 
sanebody lower than Olrich, but he pretty well went on 
wi thout any supervision whatsoever. 

About the time I got down there a case came up 
involving Congreaaman Taber . It was also about the time 
our appropriation came up, and I was anxious that we handle 
it directly. The first thing we knew this f ellow got in 
touch with Taber and bad lunch with him. I was afraid 
t he thing was getting out of hand, but I went into the 
case myself, and it was all right . Then he asked to see 
me because I fUt him under ~lr . iiirmann down t nere . I 
guess be didn t r.ant to work under llr . \Uclmann . He didn't 
have confidence in him, and they didn ' t get along. 

I ran into this thing then for the first time a bout 
falsifying his education. 

R.M. JR: Will you just wait? V1hen you have a thing 
like that, i sn 't the normal procedure to suspend the man? 

MR. McDONALD: Of course. 

MR . PEHLE: He should have been suspended or fi red. 

~ffi. McDONALD: That was the opportunity to fire him 
at that time. 

H.t'. JR: But subject to t he appeal he could have been 
suspended? 

MR. PEHLE: He could have been for thirty days . 

MR. McDONALD: Yes, air, but the proper thing would 
have been to fire him. Don't you think so? 

MR. PEELE: He could have been suspended until October. 
It hadn't been finally disposed of. 

MR. McDONALD: He could have been suspended indefinitely, 
pending his appeal. 
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MR. PEHLE: \',hat we cou.l.d have done Ylas insibt that 
Civil Service act on the appeal and suspend him . The 
appeal is pending. 

H.M.JR: Just to get it clear, supposing you brought 
this case in new today, this wa s just found out, and you 
told me this man has appealed. \Vha t sha.l.l I do? Couldn ' t 
I suspend him pending t he appeal ? 

MR. McDONAlD : \\e could, si r . 

H.Y. JR: I t is being set tled? This was last October? 
Or could I have fired him? 

MR. McDONALD: You coul d have fired him on the basi s 
of the letter we had from the Civil Service C~ission . 

MR. PEHLE: But Civil Service might have reordered 
reinstatement pending appeal . · 

MR. McDONALD: To answer your question s"o rou won It 
have, t he wrong impression at some future date, f a man 11 
a Yeteran and we do not have a letter f r om t he Commission 
saying to f ire him, we cannot suspend him for more t han 
thirty days unless he is guilty of same crime. 

H.M.JR: If be is a veteran . 

!.IR. llciXlf!LD: Did you know the Scrugham Law paned 
the h t of July? 

llR. PEHLE: He asked to see me because be didn ' t • nt 

--

t o work under this man, and then we ran int o the educati onal 
t hing. He l i ed to me then about it, so I said, -rou had 
bett er f ind another job. If you want to resign, I wi ll 
tell t he CiYi l Service Cammi aaion we are not i nterested i n 
what they are doing any further.• 

Be aaid he would not reaign but he would tP,J to find 
another job. Immediahl7 toU:;ing that oannraaUcm, whlola 
OD the IW'face •• pleuut, we began to &et reperoualiGDI 
trca all onr the B111. C•ll'l•- oallea ae, u4 •• of 
th• called Dan Bell. Ca.ptan 1lb1 te' 1 aeOI'etaP,J called 'fed 
mban aDd -.nted to lmow whether lltaun -· .. ..,t.a 
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f r om the draf t, why he wasn ' t in the Army, and why another 
man wasn ' t in the Army. They called up and wanted to know 
who my parents were in a very abusive way. That wae 
Campton V~te 's Secretary. He is a Congressman from Idaho, 
a silver Congressman. 

WR. O' CONNELL : He was ranking man on Andy Somers ' 
Canm.i ttee . 

H.M.JR: I know now. 

J.IR. Mc!Xl'ULD: We have a letter from Compton lfuite 
now asking about people who are deferred in t he Treasury, 
and we are trying to get a.n appropri ate reply on that . 

MR. PEHLE: That probably is a direct result of 
Mr. Altiere ' e case . As we dug into it, what he has been 
doi ng for a year is i n connection wi th this NYA property 
which involves a lot of Con~ressional mail and calla . 
Whenever a ~ongreasman was 1nterested in a ease he would 
go down and see the Congressman; he Y1ould talk to the 
Congressman and say, "I will take care of tnis fo r you. " 
That is the way I piece it together . He would give the 
impression he was doing the Congr essman a lot of favors . 
He has contacts al l over the Capitol . Then about that 
time we had our hear ing on t ne appropriations, which 
was a very eueeeesful hearing, I felt , and Schoeneman 
felt , and neryone did. Taber ns very friendly to 

~be~e:!~~g :a.!~~; ~:~e~~~!.~f0e!p!~;.: !:~t:~t!r:ree 
t housand or more his bir thplace and date, his education, 
his experience, his salary for the last t en years, hi e 
draft stat ue, and so forth, which I felt was another re­
percussion frao Mr. Altiere . 

About that t ime also we got a letter from Congressman 
Cochran of Uissouri . 

H.l!. JR: A-1--

~R. PEHLE : • •• t - i - e- r-e. There used to be an I 
on t he end, but he bas changed it to an B. 

f 
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We got a letter from Congres~an Cochran of 
Uiaaouri saying some infonnation had come to his poaeession 
a bout thi a NYA property of Auburn, New York, ths t we had 
confinned title in t he City of .Aubu.rn which was one ~r. 
Taber was interested in. 

He didn ' t mention l!r . Taber, but said he understands a 
municipality sold property and it ought to be investigated. 
So I went down to see Mr. Cochran and had Elmer Irey--
you know, he is a very close f r i end of Elmer' s- -call him 
first. I had a very satisfactory general talk with him 
two days ago and asked how he happened to write this letter, 
and if l.lr . Altiere had anything to do wi. th it, and he 11aid 
yes . 

He said !ltiere had came into his office January 21 
and sai d he came in response to a call Cochran had made 
to the Treasury, but Coc~ran hadn't made any call to the 
Treasury. He said it must have been a lliistake, "But 
while I am here you ought to dig into this thing about 
Auburn, New York." That was a transaction Altiere had 
handled himself, Mr . Secretary . lie said, "It is in 
John Taber's district, You ought to look into it . " 

So I told Cochran what tbe story was on this man 
and the kind of reply we are making to the letter, and 
he said that was perfectly satisfactory, to forget about 
it on this file . I asked him if I could tell Taber 
this ator~ and be said I could. 

So I spent forty- five minutes yesterday with John 
Taber and explained what was going on . I bad a very good 
session, and as far as I can tell with Taber, I think he 
is all right, but this thing is going to cauee us continual 
trouble over on the Hill, He will go f rom Congressman to 
Congrea11111an and say, •There are a bunch of young punks in 
Procurement diacri!llinating agai nst war veterans , " He will 
take up a lot of things1 and there may be same things 
tba t won't be too good becauee; as ;you know, everything 
hasn't been lillf white as far as handling everything 
with perfection goes. The thing is pending with Civil 
Service. 
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I brought Dan Bell up- to-dete on t his yesterday, and 

he agreed, if you were a~reoable , to call Mi tchell of Civil 
Service and make an appo1ntment for me to go down end see 
Mitchell, lay the whole t hing in front of Civil Service, 
and tell Givil Service they ought to fire this guy; on the 
appeal say he is to be fired and separated from Federal 
Service. \ie have other t hings on it t hat I haven ' t fZOOe 
into, but if Civil Service approves this man's reinstatement 
by any chance, then t hey must be r,etting Congressional 
pressure, too. 

H.Lf.JR: V.bo is to call ~!itchell? 

J.!R. PEliLI:: Dan said he would, and would arrange for 
me to go down there, but I ~18nted you to knoVI the story 
because it is a nasty one . It has caused me an awful lot 
of trouble already, and will cause me a lot in t he future. 

MR. 0' CONNELL: VIe don't knoYI how many Congressmen he 
is responsible to. John got a ctll from Mills of Arkansas 
who i a on \'.'ays and Means; Vie know of Cochran and Compton 
White, and Taber, and he may have forty . 

H.M.JR: Act on it today. 

MR. PEliLE : I think so, t oo . But I wanted you to 
know about it because it is pretty messy. 

H .~ . JR : Do you went to take up something? 

MR. Mc DONALD: I have two or t hree things. 

(Air . O'Connell and L! r . McDonald leave the conference . ) 

Affi. PEHLE : 'lhis is on Morris RosentPa.l (hands Secretary 
memo on plea of insurance companies for preferential rate 
on bond purchases, and practices of Salary Stabilization 
Unit in New York of refusing to grant increase in salaries) . 

H.J.f.JR: Morris stopped in to see me yesterday; I 
thought you would be interested in that . Vte tre not going 
to do that . 

MR. PERLE: Did they preu us to do it? St&fford 
was with t hat amall- busineasmen- for;Roosevelt group that 
came in your office, and he told l.lorris he hoped t he 
Treasury wasn ' t going to let it--
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H.M. JR: This isn ' t going to be any kind of settle­
ment . 

WR. PEHLE: 1ne New York concern mentioned in the 
second one is Rosenthal ' s own concern, but he is not rais­
in~ that witb r egard to nia concern; he is just afraid 
this sort of thing will happen all the time. 

H.M . JR: I will tell you wbat I can do . Wb¥ don't I 
just send tbie tbing t o Joe O'Connell? 

WR. PEHLE: That is what I thought. 

H. M. JR: Tell him to have a look at it. 

WR. PEHLE: Wnen I get tbinge like that I thought I 
would pass them to you in that form . I didn ' t want to be 
in a poeition- .Utachul mentioned to DuBois that there are 
two people on the Inter-Governmental Committee job he 
thought would be better than Finletter. One wee President 
Hopkins of Dartmouth, end tbe other Bartley Crum, who w&s 
Willkie ' e campaign manager on the West Coast. I don ' t 
know either of them. 

H.W. JR: I don't , ei ther. 

MR. PERLE : Do you want me to mention them to start, 
or not? 

H.M. JR: Well, you are not handling tbia . 

MR. PEHLE: I have been handling contacts with State 
on it . 

H.Y. JR: I am so mixed up now. 

MR. PERLE : I know. 

H.V. JR: I can' t jump around like this . I don ' t 
lcnow what they are doing. 

YR. PEHLE : I know Wbat they ar e doi ng • 
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H. Al . JR: I can ' t do this just like this . I can't 
jump from thU business to t hs t business . I mean, I don't 
knoYI what Mi ss Hodel is doing. I just don ' t know. 

lffi. PEHLE: I know, and I am not--this is swething 
DuBois brought to me and wanted me to mention to State, 
a.nd I didn ' t want to· mention it to State without your 
knowing it. 

H.M .JR: I think on anything like that I am working 
with General O' Dw,yer. It ought to come up through him, 
if you don ' t mind. 

MR. PEHLE: I don ' t mind at all. 

HS . JR: .And tell DuBois, will you please? 

lffi. PEHLE: Incidentally, Miss Hodel is doing a very 
good job. You can rel y on her on this stuff . 

H.Af . JR: I am heavily--

YR. PEHLE: I agree it is much bett er that way. 

H.li.JR: Tell it to Joe, too. 

(Mr. Pahle l eaves the conference, and Yr. McDonald 
enter s. ) 

H.M.JR: Now, you go ahead with your stuff. 

lffi. J.lcDCIUID : I thought you might like to sign a 
Treasury Department order br inging Mr. lhite up to date 
and showing hie responsibility for Monetary Research and 
Foreign Funds, but I didn' t know whether you had any other 
organi&ation changes in mind. For that reason I oidn't 
want t o bring it up in the staff meeting. You tolo him 
t o be away today. 

H.ll. JR: I don 't know whether be is 
know what baa happened t o Foreign Funda . 
to Mre. McHugh. Does that go under Coe? 

or not . I don 't 
He must have t al ked 
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MR. McDONALD: Not the way we had it before, but 
maybe that is because Mr . \'•hi te was still en Assistant 
to the Secretary . 

' R.M. JR: Does Foreign Funos go under Coe? lie uiust 
have spoken with 1~rs . Mcl:iugh. 

MR. McDONALD: I discussed it with her briefly. 1'hat 
is why I dion' t bring it up at staff , because I thought 
there might be some questions . 

H.l!.JR: He is caning in . I wonder what ehe you 
have . 

MR. McDONALD: I probably should have presented one 
for Feltus at nine thousand t he sante time we pl'esented one 
for eight thousand. This isn't effective for a few days . 

(Secl'etery sip,ns le t ter add!'essed to Lfr . Feltus, 
dated February 171 1945. ) -r 

.MR. McDONALD: You asked me to look into telegrams . 
A great majority came into the cable roon in Monetary 
Research. The girl in there ciistri butes all of thew to 
assistant directors in lionotery Research who determine 
how important they are, and if they are important enough 
for Mr . ~bite t o see , they go to him, end be makes a 
decision on whether tney come to you or not . 

Again there may be some rearrangement in view of the 
fact that Mr. Coe is in the picture . 

H.M. JR: I think you ought to sit down and give some 
thought to this . This whole business ought t o be turned 
over--I will tell him so--he should turn over all of hi~ 
responsibility as to directing Monetary Research, and he 
will be free of thi s detai l work. 

MR. McDONAL D: That seems to make very good sense , 

H. !A. JR: V.hat else do you have? 

MR. Mc DONALD: You ma7 recall that about three years 
ago we had an emplo7eea' handbook which ~e made availabl e 
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to all employees coming i nto the Treasury, and you signed 
a letter to this effect at that time, sir . We have in mind 
a revised handbook f or all ~ployees, and t his is a pro­
posed letter whi ch I thought you mi ght like t o hold on to 
ana read at your leisure, but t hey a re about r eady to go 
on it . (Hands Secretary handbook ent i tled "Infor:nati on for 
Employees, " and proposed letter t o new empl oyees . ) 

H.!.!. Jit : "'l·herefore, i t i s onl y if each and everr, one 
· of you, no matter what your job is-- " would .)' OU say, 'puts 
fort h your ovm individual--"'l 

MR. ~fcDOOALD : V1hat do we have, sir? 

II. ' I. JR: You just say, "No matter what your job is-- " 

MR. Mc DONALD: 'lhank you, sir . 

H.M. JR: " ... puts forth your indivi dual beet effort 
t oward carrying out your duties with a full mea sure of 
conscientiousness and loyalty, that we shall be able t o 
say--" fix that sentence up a little; it is e lit tle too 
long. 'lbat whole paragraph is one sentence . I t hink it 
could be broken into t wo s ent ences . Otherwise, i t is ell 
right . &t that t here--simplify that e little bit, you see , 
Just br eak i t up. You don ' t need to send it back to me; 
let it go . 

MR. McDONALD: We wi ll want you to sign it so they 
can take a picture of it and have your signature appear. 

Do you know about Bernard Leroy who is proposed to 
be brought in to work on the Bretton Woods program with 
Feltus? · 

H.ll. J R: No . 

MR. McDONALD: Do you object to having another eignt­
t houaand dollar man? It is O. K. with Luxford and Feltus . 
I assumed you would want to give than as much support as 
possible on t he Bretton Woods program. 
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H.M • .Th.: I 'll"&nt to know who he is . 'White didn ' t 
tell me. 

MR. McDONALD: I don ' t think he knows too much 
about it . 

(Mr. White enters the conference . ) 

H.M. JR: Harry, here is this: I wanted to talk to 
you about it. I don't know what you think, but my thought 
on it was we ought to get the most out of this , and I 
think you ought to turn over the work--your responsibility 
that you had as head of Monetary--lock, stock, an d barrel 
to Frank Coe and make Frank Coe responsible to you . 

MR. WHITE: I am turning over all work to him, all 
responsibili ty . That would be all right with me . See 
how it works out . I am very anxious that he attend staff 
meetings . 

H.M. JR: That has nothing ·to do with t his . 

MR. \'IlliTE: Oh, no . 

H.W. JR: No orders on those . But I mean, the point 
that i sn ' t clear i n his mi nd is that--take for instance, 
Foreign Funds . Does Foreign .lounds report to Frank Coe? 

MR. WHITE: Well, do you want them to report to 
Frank Coe? 

H.ll. JR: I think that everything you did should be 
turned over to Frank Coe, and let Frank Coe report to 
you. 

MR. V11UTE: VIall, that is the way I intended to work 
it, in fact , the Foreign Funds angle . That means that 
OrYis Schmidt woul d re~ort to him. I would prefer that 
if that is all right Wl th you . 

B.ll. JR: That is the n y I think it should be • 
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MR. \'illi TE: Yes . Orvis, Frank, and I could work 
that out so it would be all right . 

H.M. JR: You are in favor of that, aren't you? 

MR. McDONALD: There is only one objection, as I 
see it, and that is as A &sistan~ to the Secretary you 
had another division reporting to you . Now you will have 
another division having another division reporting to 
you, you see? 

H. l.:. JR: I wouldn't worry a bout that . 

MR. WHITE : Viith Orvis Schwiat--

H.i:.JR: You mean two separate divisions? 

MR McDONALD: Yes, sir . Heretofore Foreign Funda 
reported through the General ~ounsel, and later Assistant 
to the Secretary, and this would--

lffi. W11ITE: There is anot her way of working the t out 
reali sti celly. 

H.IJ. JR: Why don ' t you sleep on it over the •t.eek end? 

MR. V.lUTE : This is wha t I had t hought, t hat if any 
Foreign Funds matt ers that come to me--l would tell Orvis 
Schmidt very quickly a bout them because he has worked under 
Frank before , and say I want Frank's initials on it if it 
.is of any significance , Otherwise--

H.M. JR: Leave them as t~o separate divisions . 

MR. McDONALD: That is what this contemplates . 

H.A!. JR: Does that contemplate that? Let me sign 
it . I will let Vihite take it and discuss it with you so 
it will keep moving. (Signs letter addressed to Mr. Whit6) 
Foreign Funds and Monetary Research Division both responsible 
to White. 

MR. KciXltUD: I didn' t want another hiatus developed; 
r em.aber in Shaetter ' a~caae we didn' t have a connecting link. 
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H.M. JR: That is right. 

MR. WHITE: Woul dn ' t there be an order going out 
indi cating that he is t he cnief and indicating some of 
h is duti ea'l 

H.li. JR: \'/hose? 

MR. WHI TE: Frank's . 

1ffi . J.!cDONALD: I have already mentioned t hat to 
Dil lon, told him t o cl ear it with your office. 

is? 

l!R. \'.'JUTE : So people i n TreasUI"/ would knov.·. 

H.LI . JR: I will tell him on t he phone. 

Nov1, wba t is this other t hing? 

Alit. McDONALD: I am through. 

},{R. WhiTE: May I ask wne.t fifty- two or fifty- six 

Affi. McDONALD: They are underneath; t ha t i s to 
clarify the record. 

H.M.JR: nho is this man t hey want to appoint? 

MR. A!cWIALD: Bernard Leroy. Luxford has been in 
on i t more, he and Feltus . 

MR. WHITE: As Feltus ' Assistant? I have never met 
him. It is • holly a matter of Bretton Woods campaign . 

(Secretar1 holds a telephone conversation with Mr. 
Robert Dillon . ) 

' 

\ 
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February 17 , 1945 
11 : 01 a. m • 

.•.. get out some publi oity on our appoi nting 
Fra nk Coe • •. • 

Fra nk 

•. •• to head up Monetary . •.• 

Yeah . 

See? 

Yeah. 

Get i t out t or Monday mor ning. 

All r ight, sir. I 'll do that. 

Please. Hello? 

Yes . 

Rave it initialed by White before you give it out. 

Yes, sir. 

And Coe. 

Frank Coe, yes. 

Let Frank Coe and White initial whatever you draw 
up. 

Yes . All right. 

And McDonald. 

And Me -- and Paul KoDonald. 

• 

Yeah, Paul McDonald, White and Frank Coe - - let all 
three ot them initial it. 

All right, air. 

Thank you. 

Right. 
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MR. McDONALD : My main point on Leroy is to find 

out whether you have any ob jec tion to appointing another 
eight thousand dollar man, because we are still in t he 

_process of getting Civil Service to approve him. he has 
worked wi t h the Senate I nves tigating ~~ittee, Peppe r's, 

I 
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I believe, and he was for sane years with Philadelphia 
newspapers . 

J.!R . VlluTE : You can ' t put any l imit at all if the 
~an is good. I don 't know--

MR. McDONALD: Feltus tninks be is. 

. ... 0 

MR. WhiTt.: We have got to have as many as there are . 

MR. McDONALD : I don't want to take too LIUch of 
your time. 

H.J.! . JR: What has he done? 

MR. McDONALD: He ~as with Stern and his newspaper 
in Philadelphia for, I believe, twelve or thirteen years, 
from ' 29 to '42, I think, and with the Pepper Investigating 
Committee. 

{:Mr . Luxford and Mr. Feltus enter the conference.) 

H.M. JR: VIe were talking a bout Leroy, 

MR. FELTUS : Yes , 

MR. McDONALD: I just wanted to get general clearance 
on that . 

H,U, JR: Who is be? 

MR. f'ELTUS : He has been my assistant on my lest two 
Jobs, in the Senate end with the Henry Keiser C~ittee . He 
lS a very able and trustworthy youn~ man . Before be came 
into the Government he was ci rculat1on manager of the 
Philadelphia Record under David Stern, who knows hi.m quite ull, 

H.U. JR: But you vouch for him? 

UR. FELTUS: I vouch for him one hundred percent . 

H.Af . JR: Ia be working f or us now? 

J.!R, FELTUS : he came this morning on · a loan basis 
until aaae arrangement ia made. 

Regraded Unclassified



0 - 15 -

.... 

• 

H.M. JR: That is all you have got? 

MR. McDONALV: Yes . 

I understand you were as!<ing about these chll.irs . v.e 
had to order the•u, and we expect them next week . We 
ordered them frOlll New York, 

H.M.JR: Like that? 

~R. ~cDONALD : They will be blue . I don ' t know 
whether it is t he right shade, but t hey a~e the best 
thing--the only thing we could get . 

H.L JR: \',bat type of chair? 

llR. llcDONALD: Li ke t his, except blue . 

H . ~i . JR: I hope it isn ' t baby blue . 

MR. McDONALD: Thanks very much for your time . 

H.l.! . JR: All right . 

( ~;r . McDonald leaves the conference . ) 

MR. LUXFORD: I have a couP.le of thirga here . One is 
the Ki wanis vlub of t<ew York has sent you a wire inviting 
you to address the Kiv.anis Club luncheon on Bretton l•oods 
agreements , and they have suggested three days, pref erably 
March 7 , The others are the 21st or the 18th. They said 
Attorney General Bittdle has just talked to them--

H.M. JR : It ts t oo late now, but I am making talks 
next v.eek. I don t think that is a very good auspices , 

MR. WHITE : Kiwanis? 

MR. LUXFORD: New York Ci t y? If you do not Ylant to 
take it, perhaps Mr . Bell Ylould take it • 

H.M. JR: Well, I am not in a very good humor this 
morning for that stuff . I mean, I am not going to go 
and talk to the Kiwanis . The whole t rouble a round here ia ' 
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they got me jumping all over, and there is no consecutive 
plan on my speaking. I want to plan . I mean, ~day 
niront I am talking on Benjamin Franklin and Beatrice Lillie, 
an4 if that makes sense, I would like to know how, and 
Wednesday night on Red Army Day, and there is no plan . 
I am dissipating whatever usefulness I have got . 

Now, I want to talk on Bretton Woods, but I would 
much rather do it like in St . Louis , say; that is t he place 
to go and talk tnere . 

MR. LUXFO~D : This could be made into the same kind 
of deal . 

B.M. JR: I don't want to go to New York . 

CR. LUXFORD: Is it all right to raise it with Mr . 
Bell to see if he would go up there? 

H.M.JR: That is all right. I don't think he ought 
to go, eitaer. I have a t nought on t his speaking. 

MH. LUXFORD: Yes. 

H.M. JR : There is an organization called South~estern 
something--it ia Texas--Southeastern Gulf Association 
of either four or five governors, Arkansas, Texas, 
Alabama, Louisiana, Flori da. I think it is either five 
or six. They have got an excellent organization, see, and 
I was sponsored. iliey wanted to open the 5th Wsr Loan 
in Texas . Will Clayton could tell us about this organiza­
tion . What I waa thinking wss that if this Southeastern 
Gulf Association would sponsor a D\eeting early in April 
or late in March, and Will Chyton would help us, you 
see, ~d approve the i dea, I think that would be awf ully 
good support for the Tressur~ because either five or six 
States are involTed. 

lffi. LUXFORD: i'hat ie right. 

H.M. JR: Wuat do you think, Feltus? 
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MR. FELTUS : Very good. I don't think it includes--

1/.R. ~.11ITE : It seems to wake sense to me. If you 
want to take four areas, could we have something in the 
South and Northwest, or something in the \\est? Nobody 
big has handled San Francisco, and they have been urging 
us . If you can get the West Coast--Oregon--

H.AI . JR: V.be.t you ought to do in ~arch, you see, is 
to work up a kind of schedule . Let ' s say this wi ll be 
in New Orleans, Ro.uton or some place. Then you could go 
on.and maybe do one in Los Angeles or San Francisco or 
Seattle . 

MR: FELTUS : You would like to v.ork up an i deal 
itinerary of places we would want to hit? 

H.M.JR: Where we get some votes. 

MR. LUXFORD: Starting about March 19. 

MR. FELTUS : How much speaking do you think you can 
comfortably handle, Mr . Secretary? 

H.1!. JR: Well, I am going to get back here on the 
19th, I wouldn ' t want to start out much before. I want 
to be bare . 

MR. WHITE: You want to come back here first instead 
of making this trip both ways . ~by couldn' t you take it~ 
maybe, on .your way home? 

H.M.JR: There are t oo many other things around here, 
Let me just think about this . You are going to be with 
us tomorrow, aren't you? 

YR. FELTUS: Yes • • 
H.M. JR: .lre you going up to New York tonight? 

MR. FELTUS: I will cane back: to Philadelphia by 
noon tomorrow, 
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H.M. JR: You think about it and let me think about 
it . But instead of hounding me just because you get an 
iQvitation, let ' s fix up an i deal schedule . 

MR. FELTUS : All right . Now, when you do get i nvi­
tations, I t hink if we could offer a substitute rather 
than a rebuff, it would help while this legisl ation ia 
pending. 

H.M.JR: You boys will have to thin~ it over because 
I am not going to worry about it this morning. 

MR. LUXFORD: You remember we were getting-­

H.M. JR: I think you are right . 

liR. LUXFORD: We are getting Americans Un ited to change 
the date to the 28th, and Ernest Hopkins has now wired 
in and asked whet her we could have members of t he Treasury 
staff availa ble for discussion on t he 28th, and I am going 
to prepare a reply for your signature saying O.K. if it 
is agreeable to you. 

H.M.JR: How do you send wi res out over my signature? 

MR. LUXFORD: We send them to you; give t hem to Mrs . 
McHugh. 

H.l.~ .JR: The 28th? 

MR. LUXFORD: Yes. This )ust s.ays, "If members of 
your staff are available for dl8cussi on on the 28th-- " 

lffi. WHITE: Discussion 1l th whom, the cammi ttee? 

MR. LUXFORD: The Americans United is sponsoring all , 
these organizati ons . 

MR. WHITE: Oh, that discussion . 

H.M. JR: Bretton ~ooda organization meeting the 
28th at t en o'clock. 

• ~4 
• 
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.lffi. LUXFORD: This is confirming the 11oi re, but not 
at ten; they are saying the afternoon, now. If we could 
just leave t he time open until--they called me this 
morning f rom NeYI York and wanted to know the time, too, 
eo we had better give them a definite time . 

H.M. JR: You wanted the afternoon? 

MR. LUXFORD: Why don't you call him back and say 
whether you want the afternoon or morning . 

H.M.JR: I will give you the option of either ten 
in the morning or three in the afternoon. 

lffi. LUXF<R D: \'le have someone worlting on the Uetroi t 
speech, but I want to be sure that you wouldn't prefer 
to have Barth do that Detroit speech. 

H.:M. JR: I think the way to do it is give us the 
basis of the thing, and I will see i f we can get Barth 
to do it . 

MR. LUXFORD: Good . 

t' R. 'MiiTE: Is that Red Army speech done? 

H.M. JR: It will be in the morning. 

MR. WRITE: It is dona? 

H.Y. JR: No, but it will be done Monday morning • 

.llR. WHITE: Did I tell you that Maitland Viilaon ie 
going to be there, too, the British Field Marshall_? 
We have received an acceptance from him, and there is 
going to be a very important American general, but they 
are not going to tell the name because he is not in the 
country. 

H.M. JR: Did they tell ;you I was going to wear a 
business suit? They called up and asked if I wouldn't 
wear a tuxedo with all the braes hats, and I told them no . 

... , ~ 
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YR. FELTUS: You are absolutely right . 

H.M.JR: Are you going to be there tomorrow? 

MR. WHITE : I hadn't thought about it . Vvhen is it? 
I have to be in NeVI York. Beardsl ey Ruml called me ; he 
has called three times . lie has tried llis best, and be' 
has asked me to come up 'l'hursday and see if I can't help 
him write the report in preparation for Friday, when 
their committ ee is meeting. They ere baving--

H. L!.JR: Why don 't you go liednesday afternoon? 

lffi. VIHITE: Thi s is Thursday night, isn ' t it? 

H.li. JR: No . 

. 'l 

MR. ~HITE : I thought it was February 22, Mr. Secretary. 

H.M.JR: Thursday, I don ' t know the date . 

MR. WHITE: I have to be in New York, anyhow. I am 
having dinner at fi ve o' clock, so I wi l l be free . 

H.M. JR: You are responsible for my being there . Do 
you want to get a seat, or do you want me to take it? 

MR. iiHITE: I will get a seat. 

MR. LUXFORD: If he can't deliver a seat after--

MR. WHITE: I will get a seat . 

H.M. JR: All right . 
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SUNDAY, FEBRUARJ 18 

Washington to Philadelphia - 125 llliles - 45 l:linutes - Uustin Field 

Reservations at Barclay Hotel 

12t45 p. m. 

ltOO 

4t00 

4t45 ? 

5t00 

6t00 

bt30 

10t30 

Press Conf erence - Barclay Hotel - English Room (2nd floor) 

!!.cLean-Stodghill Lunch - Barclay Hotel - 2nd floor (Room 
adjoining English Room) - A~proximately 
15 people 
(llr. \!cLean is President of the 
Associated Press and publisher of the 
PhilAdelphia Bulletin) 

Rehearsal with Lt . Levy - Barclay Hotel 

Note: In event newsreel coverage is obtained, we will have 
them set up in Irvine Auditorium tor shooting before 
rehearsal • 

Dress Rehearsal - Irvine Auditorium (Un.iversiw of Penna . ) 

Gulf Oil Com~ Reception - Mr. Garrett, Vice President, 
Racquette Club 

Dinner - J , David Stern (llandck Hotel - approld.Jutely 3S 
people) - You will be tree b:r 8 t 30 

"lTe, The People" Broadcast trom Irvine Aud.itoriUII (CBS) 
A- Bond Redemptions 

••••••••••• 
NEil YORJ( 

THURSDAY I FBBROARJ 22 

Washington to New York - 222 miles - 1 hr . 15 minutes - LaGuardia Field 

Resat'V8tions at Waldorf Astoria 

National Council of American Soviet ~iendship 
Waldorf Astoria 

?tOO Reception - Astor Room 

?tJO Dimer - Gr and Ball Rooll 

10al5 - 10t30 Red Artq Dq Broadcast .t'rOia Waldorf Astoria (Uutual) 

••••••••••• 
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.. HH.AOII L~HtA 5 

Feb~ry 15, 1945. 

Dear Mr. Secretary: 

I was delighted to learn of your vial t to 
Philadelphia and of your cordial reaction to ~y suggestion 
of a luncheon at which some of our staff and a few of our 
more thoughtful citizens aieht meet you. 

It is my understanding that you are planning to 
co"'e to Philsdelphia on Sunday morning, arriving shortly 
after twelve o ' clock. If convenient we could have luncheon 
around one o'clock at The Barclay, 18th & Rittenhouse 
Square. We will have accommodations for you if you care 
to come directly fro1a the train. 

Looking forward wi th interes t , 

Cordiall~ours, 

&J~ij)'~ 
Honorable Henry Morgenthau 
Secretary of the Treasury 
Washington, Di strict of Columbia 

•. 

.. 
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WE TRE PEOPLE 

GULF OIL COIIPANY 

GULK OIL 

(FANFARE) 
I 

BOULTON 

SUNDAY, FEBRUARY 18, 1945 

10:~ -- 11:00 P.M. 

The Gulf Oil Companies and your neighborhood good Gulf Dealer 

present WE THE PEOPLE, 

(THEME) 
BOULTON 

Good evening, everyone . This is Milo Boulton welcoming you 

to a special broadcast of WE THE PEOPLE which GULF OIL is 

privileged to present , Tonight gathered here in Philadelphia 

at the University of Pennsylvania ' s Irvine Auditorium are 

typical representatives of we the people - from all walks 

of life , and of many nationalities - but all people who 

<:) love liberty and honor freedom, And they are here with one 

common purpose--to honor a man who was a living symbol of 

liberty and freedom - Philadel phia' s most celebratftd citizen, 

Benjamin Franklin. Among our guests tonight are Major 

General Kenneth B, Wolfe, first commander of our famed B-29 

super-fortresses , a gallant American soldier who was once 

a member ot the Hitler Youth, And at our GULF OIL micro­

phone to make her first radio report t o the American people 

and to sing a song you ' ll never forget is that famous British 

comed.ienne, Beatrice Lillie, Here 1n Philadelphia to bring 

you Beatrice Lillie , and the real exper iences of WE THE 

PEOPLE•• other guests il one of
1 

the great leader• of war­

t ime America, the Secretary of the Treasury. (MUSIC OUT) 

. • WE THE PEOPLE 1a proud to present your host for tonight -

Mr. Henry Morgenthau, Jr. 
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(APPLAUSE) 
NORGEN'l'HAU • • 

Thank you. And tho thanks of the Treasury Department to the GOLF 

OIL COMPANIES for making this special broadcast possible. Tonight 

in the midst of this global war for freedom we pause to remember 

another great struggle for freedom when in her infancy America 

threw off the shackles of oppression. For it was right here 

in Philadelphia that the Declaration of Independence was drawn 

up. And that Benjamin Franklin, who helped .fight and win 

America's battle f or freedom, lived. 

(SNEAK MUSIC) When I come to Philadelphia I never fail 

to think of Franklin' s first arrival here, a picture you all 

remember - as a 17- year-eld ragamuffin who ' d run away from Boston 

to seek his fortune, Franklin walked up Market Street with a loat 

of bread under each arm and eating another. He blushed when•a 

young girl laughed at his ridiculous appearance. And that young. 

girl later became his wife. It's a marvel to recall that from 

that simple beginning P.»anklin became a man venerated in all the 

countries of the western world - a scholar, a wit , a pioneer, a 

diplomat, an inventor , a man who could fashion a new stove or a 

new commonwealth, organize a post office or an international 

alliance - in other words a true Americart. But when Franklin, at 

the age of 79 1 finally returned to Philadelphia after being minister 

to France, how different was this arrival from his firstl Cannons 

announced his landing, bells r ang out , and aa Franklin wrote to a 

friend , "The affectionate welcome I met wit~ from my fellow citi zens 

O of Philadelphia waa ta~ beyonlll\y expectation." Well, tonight you ' re 

going to meet some of Franklin' s fellow citizens , but ot another 

generation. They're right here beside me now. Firat I •d like you 
to 111eet a Philadelphia mother, lira. Daniel Wbealin. 
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MORGEt!THAU ... 

0 lira. Whealin, I understand you have nine children, and four. boya 

in service, 

WHEALIN ..• 

Yes , Mr. Morgenthau. I wish you had been here last week. They 

were all home together for the first time in three years . 

MORGENTRAU • •• 

That must have been a .wonderful occasion. 

1'/HEALIN ••. 

It was, and I was in such a whirl, I'm not quite out of it yet . 

So many young people dropped in, and I sat up late every night , 

and I cooked roast beef, and roast lamb, and roast chicken - and 

on top of everything else, we had a weddi.ng. 

MORGENTHAU •• • 

Q Which boy got married? 

• 

WHEAL IN ••• 

The one we didn't know was coming home - Richard. He'd been in 

the Mediterranean, Daniel had been 27 months in the South Pacific 

and Raymond 2t years in Ireland - they and Bill were home, and in 

walked Richardl He said, "Mom, Jean and I are gonna get married 

in 4 days - can you take it?" Well , Jean had had everything ready, 

even the bridesmaids, for about o year l So it was a lovely church . 
wedding. Dan was best man, Ray and Bill ushers, and their sister 

Gertrude a bridesmaid. Richard had a week with his bride , and now 

he ' s gone , All the boys are gone again, but i t was wonderful to 

have them home together • 
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MORGEliTHAU •• , 

4C) Well , Mrs. Whealin, I hope it won' t be .too long before they're all . . ., .. " 
• home asain - this tine for sood, Now hore •s a Navy boy- a former 

Seabee - James Day. Where did you see action, James? 

DAY 

At Guadalcanal . I was there a litt le over a year. After I lost 

my left arm, I was s ent here to the Philadelphi a Naval Hospi tal, 

I 'm still living here, as a convalescent, but I•m working part- time 

in Cr amp shipyard. Captain Tunstall thoro , a veteran him.self, is 

in charge of helping other veterans find the right job. He•s 

helped me a lot . 

MORGENTHAN • •• 

What was your job before the war? 

. DAY 

Shipfitter. Of course, even when I get my artificial arm, I can ' t 

• "7 ). .) 

do that sort of wor k any more. But Capt. Tunstall got me another job. 

It means a lot to feel I'm gettin&my feet on the ground again. 

MORGENTHAU , •• 

I know it must , James. And with your record, you can •t help but 

succeed, The pro.~ems our veterans f ace today ar e t he same as those 

of the patriots of 1776. Benjamin Franklin r eali zed those problems -

in one year he gave his entire year ' s salary, as Postmaster General , 

to the relief of wounded soldiers. He also founded Philadelphia's 

first hospi tal . But tho 76 year old i entloman si tting hero wi th me 

now can toll ~ more about Franklin t han I can tell h!!· For his 

grandmother waa Benj ami n Frankl ins 1 s daughter Sarala. 

41t meet him - Mr. Frankl i n Bache. I 'm correct , am I not , 

thi nki ng your gramdmot her •s name was Sarah Frankl in? 

I want you to 

Mr . Bache, in 
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BACHE ... 
Yea that • a right. She used to hold me on her knee and tell mo 

about the wonderfUl stories her rather Ben Franklin used to tell 

her. 
IAORGENTHAU •• • 

He must have been a great personality, Mr. Bache. 

BACHE • • • 

And practical , Mr. Morgenthau - extremely practical . When his 

daughter Sarah married Richard Bache, Franklin advised him to open 

a store . And he tcld his daughter, "If you can keep the store for 

him, you can be as serviceable to him as your mother was to me" . 

H.e added, "For your encouragement, I can assure you there is 

scarce a wealthy merchant in your town who did not have as little 

to go on, when a beginner, as Mr. Bache . " 

MORGENTHAU •• • 

Well, since I have the job or raising money to fight this war, 

I 1m deeply impressed by tho raot that Frankli n gave Congress 3000 

pounds or his own har d- earned money for the Revolution. Not only 

that, bu~ he went to France and raised a lot more money. I wish 

he were alive today - he could give me some tips . 

BACHE 

I don't think you need to worry, Mr. Morgenthau. Everybody' s 

buying bonds - &Yen my youns grandson is interested. He wants to 

meet you. Michael - this is Mr . Morgenthau. 
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MORGENTHAU ... 
How d~ you do , Michael. 

MICHAEL 

How do you do, Mr. Morgenthau. 

MORGENTHAU ••• 

How old are you, Michael? 

MICHAEL , • , 

Five years old. 

MO.RGENTHANU ••• 

Do you go to school? 

IUCJL\EL ••• 

No, but li will next year. 

MORGENTHI\U • • , 

Well Michael , when I heard you were coming to the broadcast , I 

brought somet:1ing for you. It's a little bani<. You know 1 children 

all over America bave started Benjamin Fr~klin Thrift Clubs to 

save money for war stamps. Next year when you go to school, 

you ' ll pr obably join a club like that and then you•ll have your 

bank all ready . 

MICHAEL 

Thank you very much, Mr . Morgenthau. 

UORGE!ITHAU 

Thank you for ·coming Michael, and you too , Mr. Bache. Now coming 

up to our microphone is a Philadelphia f ather, Mr. John MUrray • . 

' 

138 
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MORGENTHAU •• • (CON•T) 

Mr. Murray, I understand you had seven sons joi n the service . 

UURRAY • •• 

That •s right , Mr. Morgenthau. Jack, Jim, Stanley, Tom, Wally, 

Franci s and Harvey. 

MORGENTHAU 

Have all of them been overseas? 

MURRAY ... 

... 

All but Francis - or Bim as we call him. And he•s going over any 

day- he ' s been training to fly in t hose B- 29 Superfortresses. 

Jack went over first with the Navy 3 yoars ago to the South 

PacU'ic. He's in this country novt. Then Jim went - mother and 

I haven't seen him for 2 years - he's with an anti- aircraft unit 

in Italy. Then Stanley went - to Italy. Stanley was a Captain 

in the 339th Infantry . He was killed at Cassino . Wally is a 

Marine; Tom went over with the AAF, to Prance and so did Harvey. 

UORGEN'l'IL\U ••• 

Well , there's no question about it - the Murrays are one of Phila­

~"lphias first fighting families . And you were in the last war, 

weren ' t you Mr. Murray? 

MURRAY •• • 

Yes, Hr. Morgenthau, with the 45th Engineers at the Meu.se and 

Argonne . When this waf broke out, I qui t my job as a ba.nk guard, 

to ge t into more essential work. I •m a at Sun Ship-

"'0 

building. Three of my boys worked there before they went ~verseas -

0 so you see I 1m sort of taking their place while they're away. 
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MORGENTHAU .... 

Well they can be proud of you, Mr. Murray. Now here ' s another 

Philadelphia war worker - and I guess he's the oldest Philadelphian 

we have here tonight - Mr. Albert Ucintjre. You don't mind tolling 

your ago, do you Mr. Mcintyre? 

MCINTYRE 

Certainly not. I ' m 78 and been working for 58 years for the same 

company- A.C.F. Brill Uotors - I ' ve been there through 3 wars -

Spanish American, World War and this one . I was going to quit a 

while back, but then tho Japs bombed Pearl Harbor. Mr. Morgenthau 

I haven't missed a singlo day of work since then. Or even been 

late once. 

MORGEliTH.W •• • 

Mr. Mcintyre, that's a record to be proud of. 

MCINTYRE •• • 

Well, Mr. Secret~y, I'm not going to be outdone by Benjamin Franklin 

You know when he was 79 years old he was elected President of 

Pennsylvania and I feel something the way he did when he said 

"I find myself harnesso'd again · into tho servl.ce of my country 

folks another year. They engrossed the prime of my life; thoy 

have eaten my nosh; and seem resolved now to pick my bones." 

(CURT.~IIT •• , ) 
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(WSIC & OND!R) 

140RGENTHAO ••• 

In a letter to a friend, Benjamin Franklin once said: "our country 

otters to strangers a good climate, fertile soil, wholesome air, . . 
tree governments, wise laws, liberty; a good people to live among, 

and a hearty welcome . " Nobody knows better than our next guest how 

much meaning that remark of Franklin's has to those foreign-born 

who want to become a part of our American lite . -For this gentleman 

beside me now has brought citizenship to tens of thousands of 

prospective Americans. He is Dr . Henry B. Hazard of Philadelphia, 

special representative of the Immigration and Naturalization Service, 

and he's been cP.lled the •champion circuit rider of the age t, Dr . 

Hazard, how did you get that nams? 

HAZARD ••• 

I expect it•s because I travel the by-ways of the world to spread 

a gospel, Mr. Secretary, Only the gospel ian •t religion -- it •s 

patriotism, My job is to cover the fighting fronts and take 

citizenship to the aliens fighting with our armies who want to 

become Americana, ·In 1942 I covered the Europea~ Theatre , I•ve 

j•Jst returned from an ele.v.en·month trip through the Pacific, 

IJO~GENTHAO , , , 

Dr, Hazard, I think WE THE PEOPLE imagine a naturalization officer 

aa comfortably enaconsed behind a desk far behind the front linea 

examining applicants for citizenship. 
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m . HAZARD ,. , 

That •a not the way it works, Kr. Secretary. For instance, 1n tho 

Pacific at )(attin Bay I worked within 300 yards of tho actua~ fight­

ing, Tho commanding general was directing tho battle just a hundred 

toot away trom mo. Tho noise ot tho guns was so terrific it was 

difficUlt tor me to hear the reaponsss of the applicants, Men would 

come in from patrol or combat duty -- I ' d question them and their 

witnesses -- and if their papers were i n order, I'd give t hem t he 

oath and they would go back into combat as citizens of the united 

States , 

' 

How many new ~itiz~na from the ~~,~·u rorces overseas have you sworn 

in? 

HAZARD., , 

Sixty- five hund.red -- that includes women, too , And they were 

representatives of all nations - - Greeks, Italians , Canadians , 

Filipinos -- and there was one big Senegalese who•d served with tho 

American forces 1n World war One . And I•ve ta.krn citizenship to 

~en on shipboard , I remember one sailor who said herd been t r ying 

t o become a citizen for twenty years, but he never was in port long 

enough to establish residence, Ho was pretty pleased about this 

new naturalization law we have tor servicemen t hat allow them to 

become citizens without having ever lived in tho United States , 

1!0RGENTHAU,, , 

Dr , Hazard, how did you get around out there in tho Pacific, and 

how did you know whore thoro were men stationed who wanted to become 

oi tizenaf 
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HAZARD • •• 134 

0 We radioed ahead t'rom island to island to ascertain that, Mr. 

Secretary, and t hen I ' d hitch-hike by plano to ~ destination. Once 

we oven had to .flag down a bomber. I believe that was when we wore 

heading .for Bougainv1llo . That wns one o.f t he most i~prossivo 

ceremonies I conducted. It was held on tho air .field. Thoro wore 

.five hundred applicants who took the oath of allegiance. Tho btmd 

played, and tho commanding generals shook hands with each :"l':IW 

oi tizen. While a .few hundred .foot away, on tho next a!.r rtl'!g, g\a:-t 

a- twenty- nines ware taking o.f.f on a mission. 

t.IO'lC::t:T\iAU ••• 

Every pla ce . Even t o little chr 1.ttt;na Island where there was only 

( one man who awaited the oath . I ro~;e:n'!lllr that scene well . He was 

standing on the nirstrip waiting for me wh~n our pl ane came down. 

The pilot told me he could stop only long enough to refuel . He told 

me to make it snappy unless I wnnted to be stranded there until 

another plane came along perhnps i n a few wee:<u . I ndministered 

the oat~ str~ding in the doo~vay of the plane, and as I finished 

the last words the door slammed and we r~ared eway ••• and le.ft the 

soldier standing there, tears o.f joy streaming down his .face at . . . 
the privilege o.f becoming a citi zen. And, Ur. Scretary, I wnnt 

to r eport that this man•s deep e~t1on was typ1cnl o.f all t hose I 

natural i zed on the .fighting fronts , They ar~ men who,never having 

seen America, appreci ate our .form o.f government, wise laws and 

good peopl~ . They•re willing t o give their lives i n the eorv1ce of 

Q our oountry. They•re the kind o.f pooplo Ben Franklin would have 

gj ve'l P hea.rty welcome to . 
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IAORGENTHAU ••• 

You have Just hea.rd how some or our fi ghting men are becoming 

citi~ona at the front lines . But o~r next guest is a 21 year old 

fiGhting man who became a citizen 9 years . He is Private First 

Class Henry Jahn. I see you •ro wearing the Purple Heart with 

two oak lear clusters and The Silver Star. Tell us how you got 

the Silver Star, ,.Henry? 

JAHN • • • 

Well , Mr. Secretary, I got the Silver Star for !mocking out two 

machine gun nests in Germany. And right now I 'm lucky enough to be 

en a 90 day furlough because or being wounded twice and because my 

commanding of ficer gave me a good record. 

MORGENTHAU • , • 

Henry, I'm sure WE THE PEOPLE will be as i nter ested as I was to 

hoar about your life bef ore you camo to this country. 

JAHN ••• 

Well, nine years ago I was a full-fledged member or the Hit ler 

Youth in the Thuringen district of Germany. I was only 12 yeara · 

old at the time, and it was easy for me to believe the Nazi 

theory or a super race, drummed into our beads day arto~ day, We 

were told America was a decadent democracy. We were not a llowed 

to question anything our loaders ordered, They did not elva us a 

chance to think for oureelv~a. 

MOROENTHAU • • • 

BenJamin Franklin, i n his wisdom, warned against Just such tyrannr .• 

Q . He eai d, without t r eedom ot thought, 

But Honrr , how did you r econcile t he 

t horo could be no wisdom. 

Nazi doctrine to American 

principles or liber ty when rou arrived bore? 

~ 1 5 
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JAHll 

Mr. Secretary, when I first arrived, it was hard to get rid of 

the i deas that had been pounded i nt o my hoad for dx yoarR. I l'tll.s 

surprised at my father's fri endship wit~ his Jewish noiBhbors. In 

Germany .that was "verboten" . When I first came to America, I 

told my father he 'd get into trouble if he didn't hang out the 

American flag every day . He laughed and laughed. "America is 

a free country" , he said. 

MOROENTHAU •• • 

What was the first thing your father did when you arrived, Henry? 

JAHN 

Re took me to the t9p of the Empire State Building in New York. 

It was a clear day and my father lOd I looked out North, East, 

West and South. Then ho said: "Americans are a great people . 

They build ci t i es like this acros~ the country. But oven greater 

than that, son, they are a free people (MUSIC SNEAK) -- free 

to worship as they please, make their own friendo _. to think their 

cwn thoughts . " Just from talklng to my father a.nd hearing and 

seeing how Americans lived, I became convinced particularly after 

l"t~ing i n _ Germany that there was only one country for me -- the 

united Stat es , 

(MUSIC TO FINISH) 
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(MUSIC & UNDER) 
MORGEm'RAU ... 

A few hundred years ago when Philadelphia was in its infancy, the 

hub of the city was the corner of 2nd and Market . A court hous"l 

stood on that corner, and 100 paces from thcx·e , Christ. Churllh, it~ 

80 foot tower casting a shadow across t he heart of the city. Pr~~ 
. 

here, all distances were measured - it was 7 miles to Darby - 10 

miles to Germantown. And you had only -to walk a few blocks to ~e 

"out i n the country", It was at the corner of 2nd and Markot the 

townsf olk gathered each day • •• t o read the daily proclamation of 

the King - to talk over tariffs with friends - t o watch the stage 

thunder past on its way to New York. Sundays brought a good many 

of those people to Christ Church - Betsy Ross , General Washington. 

And often with them came Benjamin Franklin. "Fflar God" , said 

0 Franklin, "and your enemies will fear you, " And of rranklin, his 

good f riend Abigail Adams , wife of the President, said "Patrtot-1.sm 

shines i n i ts full lustre in his face. It blends with every virtue 

of a true Christian; for a true patriot must be a religious man. 

0 

It was on the grounds of this Christ Church that ~ranklin is 

buried. Today that church still stands , it ' s bells still pealing, 

Right now I'd like you to meet the sexton of that church, He ' s 

Mr. Harvey Mer t z and he ' s waiting to speak to you f rom Christ 

Church. 

(SWITCH TO CHRIST CHURCH) 

.... 7 
~ .J 
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amrrz ... 
Thank you Mr. Morgenthau. I'm standi~ on a platform half way 

up the tower of Christ Cluu-eb. Benjamin Franklin helped t o build 

this tower to house our bells . For 31 years I•ve run~ those bells , 

and for 161 years before me other sextons have r~tham. l!'l\.~ l 'l 

1754 they were brought to this Church from England in the brig 

"Myrtilla" by Captain Buden, . And during the British occupation 

they were taken away and hidden to keep them from being melted down 

ror amunition by the British, but they were restored in time to 

peal forth the Declaration of Independence. Right now, on this 

Sunday evening, I'd like the bells of Christ Church to ring out 

fop WE THE PEOPD all over the country, I'm going to play a hymn 

that's a favorite here at Christ Church - "Abide With Me" . 

~) (BELLS PEAL) (35 seconds) 

(SWITCH TO IRVINE HALL) 

0 

1"'8 
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MORO~THAU ••• 

In 178~, Benjamin Franklin aaw Paris ' s first balloon ascension. A 

skeptical Frenchman remarked to him, "What good 1s a balloonJ 11 

Franklin replied, 0 You might as well ask, what good ia a new-born 

baby?" With tar- reaching vision, he realized he had seen a world­

shaking experiment . And later he wrote ., ••• 

VOICE., ,, 

This discovery may give a new turn to human affairs ~ Convincing 

sovereigns or the folly of wars may be one e!'!'ect... Where is the 

prince who can a!'!'ord eo to cover his country With troops !'or ita 

de!'ense aa that ten thousand men descending from the clouds might 

not do a deal or mischief before a force could be brought to repel 

them? 

(MUSIC HITS AND UNDER) 

MOROENTHAU ••• 

It is amazing to think that that prophecy was made at a time when 

no one had drea!Qed or war from the air . And only in the last 30 

years has air war . developed.~ .culminating last JUne in the greatest 

bomber o!' all time .~.the B-29 superfortresa . WE THE PEOPLE's next 

guest was i .n command o!' the B-29 • a in China last JUne when they made 

their first raid over Japan. He ia ~ajor General Kenneth B. Wol!'e . . . 
And right now he•s at a microphone in Dayton, Ohio , headquarters !'or 

' the Air Service Technical Command-- ot which ho•s now Chief of 

Engi neering and Procurement . General Wol!'e, I believe it wae two 

years ago this month that you were ot!'icially put in charge of tho 

B-29 pro jocrt. 
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GENERAL WOLFE ••• 

That•s right, Mr. Secretary. And last May, I took the first •-29~• 

to China. But I think all of you remember the date ••• JUne 15th, 1944 

The headlines read ••• "New Superforts blast Yawata on the Japanese 

mainland& 11 Since then, you •ve followed the B-29 •s brilliant 

achievements. Only three daya ago, superforts bombed Japan•s 

Nagoya aircraft plant. They didn't lose a aingle plane, and made 

a heavy dent 1n the enemyrs ability to intercept the great Navy 

carrier strike ot three days ago. And during and after that nine­

hour strike B-29 • s harrassed the enemy. America has a right to 

be proud ot the B-29 ••• and ot the little-known man most responsible 

for her deeign and engineering work. He•a Edward Curtis Welle, 

Chief Engineer ot Boeing Aircratt. Right now it's my pleasure to 

( reveal to the people ot America that Ed Welle ia the winner ot the 

Fawcett Aviation Award tor 1944. This award is presented every 

year by the Fawcett Publications to the person making the greatest 

scientific contribution to aviation. With it goes a handsome 

tropny and a check t or one thousand dollars . Right now, Mr. Wells 

is with Secretary Morgenthau at WE THE PEOPLE 'S Philadelphia 

microphone •. Ed -- I wish I aould be there to shake )'Our !land 

personally. But I'll do that later. Meantime ·-- my heartieat 

congratulations •. 

WELLS ••• 

Thank you, General Wolfe. And my tho.nka abo to Fawcett Publications. 

MORIJENTHAU •. • 

Mr. Wella -- Will J'OU tell 111 aomet))ing or ho1t ttw B-29 came into 

0 being? 

I 
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() Well , the father of the B-29 was tho Boeing Flying Fortress . And 

that plano was born when the Army invited aircraft plants to enter 

a competition for multi- engine ships . My boss , Claire Egtvedt, 

recalled that a Navy man had told him no ai rplane could ever carry 

the knockout blow that a battleship could. Claire said, "I •d like 

to prove he•s wrong ' And build a battleship ot' the sky ~ " I was 

assigned to this project -- called Project 299. It happened I was 

just about to get married, The wedding was Saturday, I took Sunday 

and Monday oft', then my bride didn't see much of me for a month. 

( 

0 

MOROENTH.AU ••• 

¥r . Wells - - you•re a true scientist . And Project 299 was the 

t'irst Plying Fortress? 

WELLS ••• 

Yes . In 1935 she set a world's record t'rom Dayton to Seattle , But 

then a terrible thing heppenedA A pilot took oft' in her with the 

controls carelessly locked. As I stood on the edge of the field, 

I saw old 299 climb, stall, and crash. I was horrified. Not only 

was 299 lost, but the lives of two men, one of them, my friend, 

Lea Tower. It seemed too great a price to pay for progress . 

MOROENTH.AU . , • 

But l ater you went ahead to develop an even greater plane -- t he 

B- 29 . 

\YELLS . , , 

Yea - - i t was our answer to a bomber thAt could operate in the 

aubstratosphere. And the B- 29 will be the super- luxury cruiser of 

the post war wor~d. 

MOROENTH.AU. , • 
And as a military weapon, let us hope the B-29 will help to fulfill 

Franklinta predictio~ - - convi ncing sovereigns of the folly ot ware , 
(MUSIC TO FINISH) (SEGUE) 
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MORGENTHAU, , , 
On a !'amous bust o!' Ben jamin Franklin made during his 11!'etime, there 
is this inscription: "He snatched the thunderbolt !'rom heaven, the 
sceptre from tyrants, " \'/hen Franklin saw it, he wrote to a !'riend: 
"notwithstanding my experiments with electricity, t he thunderbolt 
continues to fall under our noses; and as !'or the tyrant, there are 
a million o!' us a till engaged in ana tching away his sceptre , " 
Franklin ' s words were surely prophetic . Today there are millions 
o!' liberty-loving Americans snatohing at the sceptrea of the tyrants 
1n Germany and Japan, Tonight -- some o!' these Americans !'rom 
Frankli n's Philadelphia are here beside me . Here is Lieutenant 
Joseph lolcCabe , who has just returned from the Ph.Ulipine·s , 

!.ICCABF. ,, , 

I waa a patrol plane commander with the Black cat Squadron in the 
South. Pacific, We did our best to give Hirohito•s sceptre a kicking 
around ,,,,but it couldn't begin to compare to what my Navy buddies 
handed him two days ago , 

MORGENTHAU , , , 
Well , Lieutenant McCabe -- the Black Cats ran up some record 
themselves, didn ' t they? 

MCCABE ••• 
I guess we did, sir. We sank more than a hundred thousand tons o!' 
Jap ahipa , You aee, air , we concentrate on night shipping attacks, 
and our speci alty ia flying just about fifty to a hundred feet above 
the ocean for long distances • One night, o!'!' Leyte, fog had 
completely obscured the moon. Suddenly, the moon broke through the 
fog, and we found ourselves headi ng straight !'or the mast ot a Jap 
mer ohant ship·. We swung away just in time, but we dropped a bomb 
dead center on the ahlp and sank her, 
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!.IORGF.NTHAU , •• 

Well , ladl es and gentlemen that' a one or the ma.ny heroes Phlla-

delphia has produced. Now I wan t you to meet another •• • •• Captaln 

Lawrence Ltalmed, Lat•a hear your story, Captain. 

UALMED • •• 
When I was in France, Kr. Secretary, my uncle wrote me that he •d 

give 05 to every man i n my company who killed or captured a German. 

When the fireworks really started for us , the number or Germans 

killed or captured ran into the thousands . The men in my company 

voted unanimously to let my uncle orr .... but he sent us $250 anyway . 

I got 250 jerries myselr •••• a.nd at five bucks a head that would 

have beon quite a profit . But -- wel l , I wasn't thinking or t he 

money •••• it was really a labor or love , 

LIORGEI'JTHAU, •• 

You know, Captain, it sounds to me a s if you put Franklin's famous 

maxim into practice: "A penny saved is a penny earned" • Now, 

we •re going to hear from a young man who is studyl.ng at the 

institution founded by Benjamin Franklin. During the War, the 

University or Pennsylvania is giving many Navy veterans refresher 

courses under the V• 7 program. Here is 21- yea.r - old Radio technician 

first class John J . Hoefer. John -- will you tell us where you 
• seMed? • 
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HOEFER ,, . 

I was aboard the destroyer H. L. Edwards duri ng the aot~one at 

Saipan, Ti nian, Palau and the second battle of the Philippi nes 

right after 4Ur landing on Leyt e , That second battle of the 

Phil1ppi.nes was something I • 11 never forget . We were waiting in 

the Surigao Straits for the Jap fleet to show up. They did 

at night -- and our destroyers on both aides of the s traits took 

turns at making rune at the Jap battleships and cruisers . Just as 

we made our run and released our torpodoes at a battleship, th~ 

American heavy ships opened up and we just got out of thoro in tim<' , 

0 
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WORGENTHAU ••• 

0 I'm glnd it was i .n time, John. And now I'd like you to meet two 

members ot our armed forces who grew up together in a Philadelphia 

suburb -- Lieutenant carleton Rouh, ot the xarine Corps, and pretty 

Lieut . Phyllis Rowand of the Ar=Y Nurse Corps . Lt . :lowand . 

ROWAND ••• 

Mr. Secretary, carleton was my beau all through school until 

April , 1941, when I volunteered as an Army nurse, and I was sont 

overseas . 

ROUH • •• 

I remember when I got Phyllis's telegram saying she was being 

shipped overseas . I was taking my boot training in the Marinos . 

I tried to reach l:l.er 1n Now York but I missed • .. The next thing I 

knew, I got a letter from her postmarked Balboa . The letter was 

( ) two pages long but the censor only left about four words in it . 

0 

ROWAND,., 

But I sent you another letter as soon as I roached Brisbane, 

Australia. 

ROUH., , 

Tbat•s right . But it didn ' t catch up to me until I reached New 

Zealand. I got i t just before we shipped to invade Guadaloanal . 

But that was a lucky invasion for me personally. 

ROWAND • • • 

It really was, Mr. secretary • . You see, carl crawled almost up to 

the Jap lines to rescue a wounded buddy of his, under heavy fire 

all the way. Ho dragged him back to safety and then went after 

another one . But this time, a Jap machinegunned him, But for bei113 

eo courageous, carl was commissi oned a Lieutenant. 

Regraded Unclassified



0 
I didn't mean it was luck7 for that, Ph7llis. What I had in mind 

was that because of my wounds the7 shipped me back to Australia 

where I hoped I could see 70u. It took a whole 7ear, but finall7 

I met 7ou in Brisbane . Do 7ou remember? 

ROWAND ••• 

I sure do . You were onl7 a corporal before you were commission~~ 

for Guadaloanal, and we had to meet on the sly. But things got 

better when that commiseion came through. 

MOROENTHAU • • • 

Why' a that , Lieutenant Rowand? 

ROWAND • • • 

You see, wr . Secreta~, we got married 1n Brisbane . 

IJORGENTHAU ••• 

( \ Well , that•a just tlae . But tell me, how did you both manage to get 

book to Philadelphia together~ 

ROWAND ••• 

I waa sent back to Fort Dix after 35 months in Australia and New 

Guinea. Carl now is convalescing at the Philadelphia Naval Hospital . 

You see, last September, he was wounded by a Jap on Peleliu. As 

some of his men tried to help hLm off with his belt, another Jap 

tossed a grenade right 1n the middle of them. Carl instinctively 

fell on the grenade and saved the lives of three of hie men but it 

tore him up so badl7, the7 had to aend him here -- it•a sort of a· 

dela7ed hone7Jn0on for us. 

LIOROENTHAU ••• 

Well, congratulations to you, Lieutenant Rouh - 7 because I•ve heard 

<:) that 7ou•ve been reco=uended to receive the Congressional Medal 

of Honor. And great happineas to you both on your belated 

honeymoon. 
(MUSIC - CURTAIN) 

• 
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MOROEh'THAU • • 

~ If Benjami.n Franklin were privileged to introduce our next guest 

0 

I believe he might repeat something he once said: ·"or all the 

enviable things England has, I envy it most its people". Tonight , 

our esteemed guest from England is making her first national radi o 

broadcast since her arrival a few months ago. \Y.E THE PEOPLE wel­

comes Lliss Beatrice Lillie. 

(APPLAUSE &: WHISTLES) 

MISS LILLIE • •• 

Thank you , Mr. Secretary. You know , I feel very much at home as 

your guest on this program tonight. That audience reception brings 

a great feeling or nostalgia to me. or course, I mean the woo-woo 

and the (SHE VffiiSTLES) 

MORGENTHAU .• 

That means you are well acquainted with our servicemen and their 

traditional form of greeting. Miss Lillie , Vffi THE PEOPLE are most 

eager to hear of your war experiences. I remember reading of your 

tour through Africa. 

ZJ7 
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MISS LILLIE •• 

Q Yes , Mr. l&orgenthau, I traveled all over Africa wherever there were 

troops . I remember particularly Tunis . I slept in tho bed that 

the Nazi general , Von Arnheim, had occupied. Not bad considering 

our wonderful troops had rid Tunis of the Nazis but I soon dis­

covered they hadn't got rid of all the pests . Over the bed was 

c 

0 

one of those nettings to keep the mosquitoes off. The only trouble 

was the mosquitoes always get under the net first . So I· slept on 

top. And, Mr. Secretary, it was in Africa I had my first intro­

duction to your American G. I . •s . Ono day as I was leaving the 

theatre an American soldier came up to me o.nd said, "Miss Lillie, 

are you just enterta.ining the British?" I said, "Naturally not. 

Why do you ask?" With that typical Yankee come-on he sa.id, 
111'/ell !!!. like you too, and there • s no r oom for us in the theatre" . 

I told him immed.iately that our troupe would do a special per­

formance for the American boys that afternoon. His face broke 

into a grin and he said, "Now you ' re buzzin', cousin. " 

UORGENTHAU •• 

Miss Lillie, after D-Day did you get ov~r t o the continent? 

MISS LILLIE •• 
--Oh yesJ I'll never forget your magn.ificent General Eisenhower. 

We 1 d had a very .run day - our troupe had done a hospital in the 

mo;rn.ing, and battleship in the afternoon, and two performances at 

command posts in the evening. Later, after a supper General Ei sen-

hower gave us , he stood up and said that he felt that we had done 

enough .ror one day and that he wouldn't ask us to perform aga.in. He 

would entertain us - and believe it or not , Mr. Secretary, he did. 

General Eisenhower played the piano. And rather good, tool 
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MORGBNTHAU • , 

In your entertaintng of the men of both natior~, Miss Lillie , have 

you noticed any difference between Americans and tho British? 

MISS LILLIE , , 

VIe say in England, "It 1 s not Jerries I bombs that have changed 

London; it's American slang" , !!2!_ when I dance with a Tommy 

he may come up to me and say, "What's cookin11 , good lookin' -

lets jive l " An American approaches rather formally and asks, 

"Oood evening. May I have this waltz?" You can see, they're 

all brothers under the lingo, And your American soldiers are 

really wonderful. In England they aeom to be always first on 

the spot aftor a raid • • doing their best to help our Civilian 

Defense people in rescue work, 

MORGEN THAU • • 

( 1 Miss Lillie, have you been close to the front? 

0 

MISS LILLIE • • 

Mr . Morgenthau - England !! the front . 

MORGEI'II'HAU 

Of course you lre right , and we in America have never ceased to 

admire the heroic spirit of the British people throughout these 

long years of war. Miss Lillie, I understand you arrived in 

tho United States on a ship carrying a number of American wounded• 
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MISS LILLIE • , 

Yes and they were always looking for an opportunity to forgot their 

wounds and their worries , I must say they kept me rather busy, If 

I should go on deck for a bit of frosh o.ir, the men would think of 

some excuse to get mo down to the ward r ooms again. For instance, 

one days one of your lads aaid, 11\Vo've got a bet on with tho men 

in the next bay. If you 're over 35, we ' ve lost ." I said, "Well 

sonny, you•ve lost" , You know,Mr, Morgenthau, hospital tours have 

always been the most difficult for me . I always think I shan •t 

say the right thing, but somehow it always comes orr all right. 

I usually sing thom my number about the three litt le fishes . 

That seems to be a favorite with both tho Tommies and the American 

G. I. •s . 
MR. L!ORGENTHAU •• 

I know Vffi THE PEOPLE are eager to hear you sing that song, And 

so now ladies and gentlemen, Miss Beatrice Li llie brings you her 

original verson of her famous song, 

( NISS LILLIE .. SOilG) 
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(WSIC & UNDER) -28· 
LIO:tGDITHAU ••• 

Remember this little jingle: "Early to bed, early to rise, makes 

a man healthy, wealthy and wise" . Probably no Am~rican ia better 

!mown for his wise sayings than Benjo.min Franklin. "A word to the 

Wise is enough •• " "A sllUlll leak Vfill sink a greo.t ship ••• " "God 

helps them tho.t help themselves ••• " \'lith all his wise snyings , 

none of them moro aptly applies to WE THE PEO~LE 1 S next three guestc 

than "Get what you can, and what you get hold. " For when the 

government put on anle the first baby bonds that were issued ten 

years ago, they were among the llUlny who bought them. Tonight I'd 

like you to meet three of these people . The first is L!r. Ho.rol d 

s. Daniels . Mr. Daniels, what do you do here in Philadelphia? 

DANIELS •• • 

I 'm w~th the war Manpower Commission, ur. Secretary, out at the 

Philadelphia Naval Hospital . 

MORGENTHAU •• • 

How many of those bonds did you buy in 1935, Mr. Daniela? 

DANIELS ••• 

Two of them. And I •ve been buy~ bonds ever since. You s~e, I 

was 1n the last war. Hy son and son-in-law are in this war . I 

lmow what war is like and I nlso lmow that buying bonds wil~ 

help - - and I can • t think of a better way of spending my money. 

MORGENTHAU ••• 

I'm sure if Franklin were here today, Kr. Daniels, he•d be the 

first to agree With you, for if he aaw how tremendously war bonds 

are helping Win the war, he•d repeat what he sai d many years ago .- ­

"The proper use of money is all the advantage there 1a in having i t . 

DANIELS • • • 

~r . secretary, I •d like you to meet Gretchen Fuges. 
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Hollo Gretchen. 

How do you do, ur. ·Secretary. 

How old are you Gretchen? 

I ' m eleven, sir . 

-29-
MORGENTHAU ••• 

FVGES ••• 

WORGENTHAU ••• 

FUGES ••• 

MORGENTHAU • • • 

VIall , Oretohen, you must have been just one year old when the bon•1c. 

cc.me out. How did you get yours? 

FUGES • •• 

It was a birthday present ror my £1rst birthday. The bond and me 

S?rt o£ grew up together. 

LIO:lO!iliTHAU ••• 

'.Vall in just a rew weeks, Gretchen, that bond will mature and you 

will have twenty- £1 ve dollars . Vlho. t do you think you wi ll do VIi th 

all tho.t money? 

FUGES ••• 

I want to hold i t and just look at it ror awhile, ur. Morgenthau. 

But I asked '1113 mother i£ I could have twelve dollars and a hal£ to 

add to it - - I ' m going to buy another war bond. Then when I ' m 

twenty I •ll have 50 dollars . Now here•s a man I want you to meet , · 

M.ro' Morgenthau.· He buys bonds too . His name •s Mr. Damiani . But 

I onll him 141ke . 
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DAMIANI •• • 

() He1lo, Mr. Secretary. 

UOaGENTHAU ••• 

I 'm glad to meet you, ur. Damiani . We•ro g1ad to have you with us 

tonight on WE THE PEOPLE~ How old are you now, Mr. Damiani? 

E>AMIAlii ••• 

I 'm 80, Mr. Secretary~ 

MO~GENTHAU • • • 

Well tell me, what made you start buying bonds i n 1935? 

DAMIANI ••• 

\Vhen I 1'1rst came over 1'rom Italy, I worl:ed in Gimbals herfl i.1 

Philadelphia. ~ was a tailor , and every day at lunch time I u~ed 

to go over to the poet o1'1'1ce . Tho men that ~orked there told me 

about the bonde . I was then 70 years old and I thought that soon 

( I I'd be getting to be an old man and I should have some security. 

0 

So I bought some o1' the bonds. That VIas ten years ago , and I'm 

still buying bonds for my o1d age . And I•ve got every one I bough& 

too. No use in buying •em if you don't hold on to them. I•ll bo 

all set 11' a rainy day comes a1ong~ 

-

,. j 
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MORGENTHAU, , • 

;: 4 

0 Yes, it's good to be prepared for that rainy day, ur. Damiani . 

Franklin sllid1 "Save while you may; no morning sun lasts the whole 

day" . And I think no one will disagree with that , ' You have just 

met three of the m11ny people who sav~d their money by investi ng it 

i n their govert'UIIent during peacetime , That peace and security that 

all ot us enjoy 11nd love has been threatened -- right at this 

minute, men are ~ng on distant battlefronts in ~ tight to protect 

our way ot life - - what smaller ettort can we make than buying bonds 

to help shorten that struggle , There's no. sater way to save money, 

tor the people know, just like these t hree people here , that the 

government makes good its promise to pay back the money invested in 

bonds , Many years ago, Benjamin Franklin said something which is 

even more true today than when he said it almost 200 years ago . 

c \ (MUSIC SNEAK) At that time America was in the middle of her 

0 

f i rs t war tor treedorn when . Franklin said, "We should not i magine 

ourselves already in peace . Tho other powers are not yet agroed, 

and war may a till continue longer than wo . expect , •• our people 

cert ainly ought to do more tor themselves. It i s absurd, pretending 

to be lovers ot liberty While we grudge p11ying for the defense of it , " 
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(BOULTOll: WE THE PEOPLE SPEAK) 

(MUSIC: TI-EME UP AND DOVIN) 

- 32-

BOULTON ... 
Next weak at this same time the GULF OIL COMPANIES and :your 

neighborhood GOOD GULF DEALERS will bring :you another exciting 

program ••• of real people with real experiences. And with them 

Oscar Bradley ' s music •• so remember • • listen in at this same 

time when THE GULF OIL CO!.IPANIES • • • and :your neighborhood GOOD 

GULF DEALERS •.•. present •• WE THE PEOPLE. 

Music for VIE THE PEOPLE is b:y Oscar Bradley, This is Milo 

Boulton speaking for the GULF OIL COMPMIIES saying goodbye 

until next Sunday night when WE THE PEOPLE S'EAK! 

(MUSIC THEME UP TO FILL) 

This is CBS, THE COLUMBIA BROADCASTING SYSTEM , 

• 
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WAR DEPARTMENT 

Ofl'"ICE OF THE CHIEP Of' STAFF 
WASHINGTON 

February 17, 1945 

Dear Ur. Secretary I 

I aa enclosing the information rou requested 
tor uae 1n rour address before a Soviet patriotic 
group 1n Hew York next week. The War Department 
has no objection to the release of anr of thia aa­
terial and I hope that it will aeet rour needa. 

S1ncerel1 rours , 

H. Lt. PASCO 
Lt. Colonel, GSC 
Acting Sec., Gen. Staff 

The Honorable 

The Secretary of the Treaaur,r 

•. 
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A.erica'• rre-t a ppreo18tion tor the atirring acbie•eaenta or the 

Red MUi te17 rorcee bu been expreeeed on a 111111ber or ocoadona by the 

award or .Uita17 decorations to 1nd1Yidual aeabera or the Red rorcea, 

Moat Hcently, at the conol udon or the Yalte Conference, Pr .. ident 

Rooaenlt presented Marabal Stalin with decorations awarded by the 

United Statee to eight outatending SoYiet ofticera, Aaong tbooe bon-

orad woo •r•bal Uekaandr Vullenki,who recei•ed the t.gion or •rit 

( in the degree or Chief Co-.nder tor eervicea be Hnderld u Chief or 

the Red ArliT General Starr, ._..abal Uekaandr loYikOY wao a worded thia 

.... decoration for ael'Yicea be perforaed ee Chief of the Red !rill)' Air 

rorc .. , General Uek .. ndr Repin and ti ve other otricara whoae whole-

hearted errorta contributed aetariall7 to the aucceea or lhlited Stataa 

atratagio air operation• troa Sodet baaea alao were aworded decorationo, 

0 
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The audden Gerwan onslaught in June 1941 forced the Red Jraiea 

to ac~ept a detenai•e role while they gathered thair atrength. Fight-

ing deaperete1y tba Reda alowl7 retreated, trading territory tor ti .. , 

until the German Jraiea were on the banks or the Volga and threatening 

the Tital oil regiona of t he Caspian. Me•er once during thia grueling 

period did Ruaaia inti~te that they a ight giT& up the atruggle. By 

their acorched earth policy they denied the Germans eTtrything but the 

bare ground as they doggedly reti red applying dynui te and torch to 

factory and tara. This tenacious defense or their hoaeland regardleea 

or the aounting personnel and aater1al loeaes seriously disrupted tbe 

Ce~' intention or disposing or Ruaaia in a abort caapaicu aDd than 

t hrowing her aight againat her lone remaining enemy, the Britiah Empire. 

In November 1942 they recoiled against the Germans at Stallngrad infiict­

ing on t hem thei r first big defeat of t his war. Since assuming the in­

itiative the Soviet torcea have neTer relinquished it. In repeated of­

fensives the Geraans ware steadily pushed back nntil SoTiet eoil had 

been freed or the innder and t he Na.:ai aetelllte statea ot P1nland, Rou­

aania and Bulgaria had been defeated. Tha gigantic atruggle forced the 

Ceraana to maintain oTtr 200 diTisions in Russia during tbia period. 

One can conjecture what the conaaquencaa aight bava been could tbaae 

troopa baT& been anilable to reintoroe a-1 at !1 .U.&Min, Voo .lrnia 

in Tuniaia or !Cuaelring in Italy. Bad s- ot thea• diTiaioo,, or tho• 

which preo..ted tbe11 to Russian Prison C&llpa, been anilabla to Von Runatadt, 

our landinga in l"rance a~ght not yet haT& been aade. 

Mow i n l94S, in close ba1'1lOIIJ' with our ettorta in natern Europe, 

the Ruasiana baTt atruck another powartul blow. In a aaaai•• ottenai.e 

• 
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.xteodi.ag tr011 the Baltic Sea to the C&rpath.iao •ountaioa, the7 han 

c011pleted the liberation ot Poland, han onl'l'Wl But Pru .. ia, SUeda 

and SloTakia. The lose of this area totalling some 68,000 aquare aile• 

1a a serious economic blow to Oermaey. It included INCh ot the Qerun 

eastern industrial facilities, and all ot the natural petrol eua rec1oo. 

whi ch re~ioed under t he i r control alter the loaa of Rouaaoia. The tu.­

dan thrust is now threateniog Berlin, the capital and the bub ot all 

railroad and other coamunicatioo facilities . 
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Enc1oaurea 

0 {1) Secy•s St. . Louie Speech 2/14/45 

""0 '-'-

(2) •Labor - U.S .A.• Conveaa ot Industrial 
Organizations Spee ch 1/Zl/45 
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FEB 1 '/ 1945 

De• •· Coolu 

,_k ,ou for •..Uac .. the lftll'• 
8tehr4 u4 fop otf••Sac • tile hoepltalltr 

el JOV eol-. 1a till tutve. 

Ya ..., be 1atoNete4 1a tho ••loeot 

toxta of t• roooat etat-ate I haft .... 

.... tt ....... 

.......... 
!ll.:ohb 1/18/(5 

llllftiCI} H. Morglintha"' Jr. 

loOPOt&PJ of tllo t.o ... , • 

• 
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ANUICAH CO.•~DINT 

' · 0 , ALL~N COOK 
LACJtAWAMM-4 •tooo 
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!lot Bt ._ J1eu7 ... eatU. 
Seent&J7 to tu fl'u_,. 

!lot froeulu7 ~· Y!!IIJQ!OW :D 0 

I laaYe •• r~ la eao1tallll 
~~e .... ull a o.:n at 'lila IY•al• ,.....,.., Wblell llaa Jut 
aniYM trta lADla la Willen ,U1h!lM •-J"Pt• tr• 
7nr ""n anlole n llreU• , .... appuriJIC la tla.e 
..,.. ... ,.retp .Aafall'a. 

1 aa hl4 t!lat tlle anlole anuM 
oou14tr.-la 1neren ln lADoliD aa& ••• •U•JT ne4. Tn 
•111 ••• t!lat wttll it tiM :paper na • anlole '117 vr 
BtMn liM~ X.P. re,_U. - of tlle Yiwa 7011 _. 
e:~prea .... IIMal4 1t •• JIDI' willa te ..a pall• JO'IIl' •1•• 
•• B.!' IIHt»J'• ••trS .... Un w a...U, et oiDJ'te, M 
elM t• stn u.s tJie ~1ut .-ueitJ. 

1a.., -t ....... 1' ...... - te 
-'•'• tlaat •• an ••• 11'8h~ ttr , .. eppon•ltJ •• 
priat nt• anlele aa4 tt ettw 7to tlaa lleapl\allt7 of 
IDI' eo1- lt at a:;q tS. 701l ~· _., •• ..,. Wblell 7ft 
... 1, lib to ••• u tJie •nua ,Ullt. 

J. aa, Sir, 

r.o.!llet .. ~ 

New YCNIIIC CITY 

WMMINOTOH. D . C . 
Loe ............ 

• 
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~DHUDAY, I AM'UAJIY lf, l .NS I 

Where do we go ·rrom Bretton Woods ? 

·cREDI'T RMJ~ra or N}«<lo11 of IM 
IF'oodt ~ OfrHm~nU ..U &e 
lhtJ jin.l ,..,..,. to be dlnu•.1ed by datJ 
UnUM S,.,_ Con,re•• nCHCI a.,.emW/nf 
W•.U.,IOA. I n tAU ud..,/oe orllel.e 

Mr. Henry MORGENTHAU, 
Seeretary of the U.S. Trea1ury, 

the AIIMrico~n delegat ion t p t M BNtton 
4iacwtMI tlte hnporh nce to l,ntet· 

Ansfo-American rel1tiona of 
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To : 
From: 

Secretary 1Xorcenthau 
Mr . 'iaston 

February 17, 194~ 

Subj~ct : Counterfeit Banl~ of Enr;land' J;otes 

The clinpinc attaci.ed on which yo'l asked 11e to 
report has tfte head inc "l'ri tons Foil :;azis ' Fank i:ote 
For~ery" a!ld t he Ii:S desratcb which it heads tells ot 
success b/ t he Bank of ~ncland in detectinc counterfeit 
9anJr of England notes with • .. hlch it is said ''sl,re~;d 
rerman acents are even no~ f loodin[ neutral countries . " 

A very troublesome series of counterfeits of !Jank 
of ~ngland notes of denominations of 5, 10 , 20 , 50 , 
and 100 pounds have been circuht.ting in Eur•ore since 
the sum111er of 1942 . There was mention of them in State 
Department despe.tcl.es and Chief l'lilson e.t my request 
wrote to Scotland Yard for detailed information . Sir 
Norman Kendal , Chief of the Criminal Investigation~ 
Division, replied by letter received August 20 enclos ­
inc a rerort fro-n Chief Inspe c~or J . h . S'llith . The 
~emorandurn said that the first stecimeL o: e. very 
dangerous forgery of a Bank of ... nr;le.nd •. ote in the 
10 round der.o~ine.tion l'las brou._:ht in to the Eenk of 
~.:.nglend in September l S42 end was r;iven the desit;nation 
"B.P." ilotes of this sa11e type continued to turn up 
in Switzerland, Spain, and Portu~;al. The Swiss Eank 
reported in December t hat they had received from 
"a nei&hborlnc country" a parcel of 6,000 l u-round 
and 5,000 5- pound notes . They sent samples to the 
Eank of En~land for inspect ion and they were found to 
be of the B.B. " tyFc · The Banque Nationale Suisse 
asked fo r means of 1dent ificatlon . The substance of 
the reply from the Bank of En;land was that the forcery 
could only be detect ed b; analysis of the paper and 
this was quite diff icult althourh they ~ave some 
infornation for guidance . In ilove:nber 1942 the !lank 

, 
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of Lngle.nd received what t hey rccarded as r·eliablc 
information indicating that these fo rger·ies v:ere 
done in Praeue fo r the f'le r rnan ;:-ovcr nment under the 
d irect i o:1 of a Frenchman nar~ed Lucien Petit , e.] ler:ed 
to have been released fro~ a Paris rrison i n 1S40 
by the t:er-,ans . The Bank of C.nrland attempt ed to 
uake so~e esti~£tes of t Le a~ount of this part icula r 
fo r t;e r;r in circulation . The.f no ted that 65 differ'ent 
"ciphers " or class designations had been used ana 
on the assumption that the forcers printed the same 
number of notes of each cinher as the Bank of t:nclflnd 
does, a total circul ation of 6~ million notes woul d 
have been r epresented . This seems to "'e quite specul a ­
tive . I think ahout all they know is U.at a very lar.:e 
numl:er l'lere rut cut . Just ubout the time we received 
this in"o:-mation fro:n London , .ood , one o" P.arry · .. ~:ite ' s 
.,en , returned f r o"! Lisbon and br?u ht l'.i.tn him a 
5 r-ound '10 I e ·.<h.i ch he had been tol d r;as a for::;e ry . 
,,e sent the note t o J!ev1 1orJr und it 11as r resented lo 
the Chase I:alional !lank and to the Perera Company , 
10 Broadway , .'!.ealers in for'elgn currencies . Both of 
these insti tutions t hou;:-ht the nolc 1.as r:enuine unc1 
they r.e,>e v.ill in: to accept il . I Y/asn ' t satisfied 
with this repor·t and had the bureau of :::n;:ravinc and 
Printing -::akc an examination in conparison \'lith a 
:;enuine note ~·;J, ich i'1e \'ieJ'C r:,}:le to !lUJ . 'il1e labor& lor~ 
exa~ir.alion in the &urea~ of ~n~r~vin~ and Printinc 
res..tlted in substantially different analyses both fo r 
t he paper and the ink in the two notes . Shortly there­
after we sent Sid Kennedy , former chief of the London 
bureau, to anclane, Prance and Switzerland to survey 
t he counterfeit situation and enpraise the need for 
Treasury enforcement officers ln Europe and he took 
tne b ro~ni! note fro:-~ Portur:al with h im. The Bank of 
En[land f'ound it to be one of t he "!' . !'! ." counterfeits 
as M had s·Js pected . 

It may be that the Brili.sh have found an easy 
way of detectinc these counlerfei.ts but I doubt it 
very much . There is very li. t tle superficial diffe r ence 
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S.l"d r,e .?ere able to de11onstre.te differe"lces only ':l;,· 
cer,ful che'llical and :'h;,'s ic&.l analysi s as noted ahovr . 
7ellers in tr;o in!>tiiutions in Jlev! Yo1•k accustonec. to 
he.ndlin:: i: ri.tisJ, curr·ency r~ere no t 11ble to recotnizo 
the counterf eit . 

bl'i tisn curre ncy is poor·ly protected . 'i:hf!.Y rely 
111ainl,y on paper 1uali t; I:.Ild Lhe chant;: i n,:; of sJmbols on 
the face of the notes . <~e have been watchin: very 
closely throuzh all available channels for any ~ood 
co .mterfe its of our curr encJ to e.Frear il!",ich mi r;ht 
represent the work of t t.e ~erman zovern-nent . .le 
haven ' t founc e.nJ sucl. instances . ':"r.is i s r robabl:,· 
due to severel circQ'llste.nces . One , ~'lle rice.n currency 
isr ' t e.s ;'!ell ir.no:.n in wurore as Eri ~: sh and ttere"or·e 
C".ll dn't "'·e circulated at easily. 'I :;o , Unite<! S+a~ es 
currency is -,ucll 11ore dif"icult t o counterfeit i n a 
deceptive way . Thr ee , our forei r n fund control 
restrictions have made even renuine United States 
currencJ a hard cor~~odity to move . The few speci-ens 
of counterfeits of A•ne rican currency 1mich ltave turr.cd 
up in .ur ope since the wcr started have cener ally been 
old ..:urorean CIJUnt ~" rfeits which we recognized . A new 
one , ho~. cver , did ~op up last. Fall in h rcel ona . Sor.~e ­
lhi.n:- over lOO, OOG do llt.. rs v.ortll of the:n nere mai!t: but. 
arrlir entlJ nont:: cot into clrc•.ll ation and t he man 
bt:lieved to be res ponsP·l e , one ~e.fael /.bello , ls 
under arrest in Ee.rcelona . 1.'! rut out two i!enoc:~ine.­
•ions, e. c~ul!terfe!.t ,.50 and e. counterfeit : l CO . ?hey 
are rhoto- enc r!ived , ~;re on ver:J poor paper and sr.ould'l ' l 
C.ecci ve a cLild . 

I a~ verJ much surprised th11t ~ore ~enacing 
counterfeits of u. s. currencJ have not S.fpeared . 
,,e sent two Secre t Service men t o !;ort h Afr i ca in 
1943 and Kennedy to J:.urope lest year and bolh exredi­
t i ons brought back enti rely reassurinr r er orts . I ttink 
our r epresentatives abroe.d , Tr easury as well as Sta te 
Department , are now l'iell sct.ooled t o keep their eyes 
ot>en and not t o be c r eatly deceivei! by r umor·s . 
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y~ s• .. "••u 
Britoru Feif 
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N;'!'te Forgery 
Loiidoa. r.b. II (IIG}.- An alt 

out effort oa tbe part. of Oenaa 
to deb... l qUab """"­
belli' foliO<! by the "bl<'k I'OOID 
bo~ of lbt aant of Eo.land.. 

Shrewd a ...... ll aaenll 1ft eftD 

!JM!• lloOdiOC neutral COWl 
U. liof'led Jllnlt of EncW>4 IIOIH. 
a.-DF II ...U.M to be -

p\oJIN .. Ita ,....,.. ...... of ... .,...bo ..... &n'HtO<I an4 JaUO<I 
In ~ kldl In lnl lot ~ fOI"'· 
OJ')' ~ ID&lllb and otloer ootea. 

Tbe ~ .-n1 of ~ Ger­
mo&l' f-n. boWOYtr, 41dn1 fool 
the rcbw1et• eD4 IAI11tU of tbl 
Jkni of lncJ-nd. TberO WP no 
dlm.ull1 In traclpl tbe - d 
fortf4 - book to o-anJ. 

A .,.miD metloocl ol dOIIIDI wltb 

th~· robl ... qulokly evolv~lcoroo 
of men. who have had oo. three 
mo ha' apecla! tralftina. a the 
ftn - any fOI"'Ory. b-
"' n 11'1 lncredlbl1 quick an4 
,..., · wopeet - ID undetO«ad 
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ASSISTANT SECRETARY ~ ntE TREASURY 

February 20 , 1945 

Secretar y IJ0 r gen thau : 

This has been on my desk for a couple 

of days but I haven' t had a chance to look 

i t over. 

H. D.\": . 

. . 

Regraded Unclassified



0 

• 

Ml!l!O!!Al:fptJ}.' ~ Tllll p te:S 

Subject : French Lend- Lease Negotiations February 6 - February 8 • . 

In a neetl ng in secretary l orgonthau 1a of fice !!'ebruary 6, Oscar Cox 
presented a ) (C) asreement in connection with the French lend- lease 
program. During the aiscussion, cha"';''la were proposed by Secretary 
l'orgenthau wh' cll 1oere adopted and incoroorated in the doc1r.10nta given to 
llonnet on ~·ebruary a. 

The principal differences between the 3 (C) agreement thon presented 
by Cox a.n<i the agreement which was handed tc ~·onnet were ae tollows 1 

1. 'l'he Cox proposal provided for 
a 10 percent oown payment on 
S<:hedule IJ i tema. 

1 . The final draft provided 

2. Cox proposal provic:ed tor a 2. 
30 ;year ct'edi t on the Sc:)Jedu 1.e 
I i t«ns and on the unpaid balance 
of Schedule I I items, payments 
tc com:nence one year af ter the 
last transfer or articles listed 
in the agreement . 

3 . Unoer the Cox proposal the "3 . 
annual. insta. l:Denta were onl:f 
one percent of the unpaid 
balance for t.'le first ten years, 
two perce••t t or the next f our 
years , and i ncreasing percentages 
up to 6 percent for the last four 
years. 

4• The Cox pro.,osal oid not stress tho 4• 
r ieht to r eexamine the program attar 
V- E Day. It merely contained a 
provision that delivery of articl es 
may be withheld b· the ~Jni ted Sta tea 
whenevor the President determines 
that such action i a •necessary in 
the nationa l i nterest. • 

tor a 20 percont down payment 
on Schedule n i tems. 

Tne f inal draf t provided tha t 
payment s woul d Ccm:l8!1Ce on 
JUly 1 , 1946, and that pay­
ments must be compl eted 
"llithin 3C years attar the 
execution of the agreement. 
With r e spect to IJchedule II 
i tems the f i rst payment be­
comes due on July 11 1945. 

Unuer the final draft the 
payments are tc be ~~.o&de in 
equal ar.nual instell.ma'lts . 

The final draft conta i ned 
t he same provi si on concerning 
withholding delivery except that 
the >10rd "neceseary• v;a s deleted. 
However, the final draft also 
had a t tached tc it a m&m'and~~a 
Mlr1 ng it clear that tho unit ed 
States reserves a broad power 
to cancel or revoke procurement 
progralll8 or con trect&, that the 
program will be reviewed par­
ticularly at V-E tay 1 and that 
deliveries Will be subject to 
economic and financial factors 
which affect our national interest. 

.. 
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s. The Ccx proposal contained no 
provision relating tl:> payl!\enta 
for Plan A supolies . 

i. 

S· 1he ce!llorandu:n attached to t he 
.r; nal nroposal stated definitely 
that the r'rench w:l.l 1 J:,e o:cpectcd 
to pay for Plan A sup!'Ues as l ong 
as they are ! urn.i.shed to ~·ranee, 
anti also for supplies transferred 
to France under the Cr Ciwley4!onnet 
exchange or notes. 
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TREASURY DEPARTMENT 

IN TER O F FICE COMMU N ICATIO N 

TO 

·r . \J:1.l. te 

S\:l:.~ect : Cilose nd c.tio:lal City ,·rov:•le !'lnancia l r. 'vio."S 
... or . ~11 11 >J • .tines . 

' . rrJsidcnt On:ncnc of t!'.e Co On\'le~lth Covcrn:-:,nt has 
invite.: a . .r . -ons l d L . Jr1 lnntync , pre.>cntly Second •nee 
rresiden t of the Chase i!:Jti,nal Banl•, ancl a . r . llilUcm 
J . Imnneclc, ul'E:sen tly Ast>~ str.n t .Ir-na._,er of th.a Chllno Hot­
ional ?rr,,, t:> come out to the .. h:!.livpi nes to act ao 
bankin_ odvlscr and a:~:;iste"lt benld.n._: adv~o r , roo .. ect.:.vcly, 
to ":imsclf , Z1o .. ar :.Je,;>ort' ont :-.as scnc'.::.o:1c· •1 e do.,..:u- t ­
=<' of t"ese two ..:en on:l they c.:poct to be in the . h.l-
!_ t--inea :n o. re·.-~ \'JCt.;~~~ . .1~'lO!lC t.:o en a:~e to Ol\ ... on.iza a 
"':mlc:.n 1Vision of t..":e . h:!.li 11..,irc Trcr:st:r;r ;; ich is to 
carry on "ll bankinv t'unc tiona in t.1e rit.:.li ,>,Jine :J nn t il 
such t:ne ao ur•·anr;e:-.ents con bo Jlljo for t•1o re-c:;taoli:Jh­
mcnt of a national ban!' in tl->o l:'hi li ,>ines . 

2 . Chase l:otioncl Bank is oleo v ery active i n advl sil\., the 
g r et< nt Conronwealth ::inister oi: Finance, :.r. :r~l'r.ondez, 

who i s in \/o a hint; ton . 'l'ho Cl'o :~a ~eople stress t1'ltl t the y 
aro mer·~l;.· actin,:- as od"lscr~ on:! with no ber.efi t to 
tae:nselvoo, bu t at t!:e s-::"e t:L~e ~cy :1a ve t,;o~ten the 
Co:: or\:eo lth a•,t'.orities to a oint t!~o t'le •ole and 
c;;clu:~:vo cori'O:J_,on.lent in "'~~ ''ork for t;,::e •• ropooed 
3 nkin- .uivision and !~ave one so far o s to ,,ropose t:'ll t 
all r cm.:.ttances to the l'hlli.>vines !'!'om tr,e Uni t :lc! States 
be funneled tJV'ou,·h Ch& so ila t! onal in ;:ew York , 

3 . :rationa l l.:ity Bo nk has also been ac t i ve in attom_,tii'.._, t o 
re-establ1!1~ its ,:.os ij;j on in tho .. hili"'pine s . i.:r • .Jh:l r lo s 
ThOLl!.S , , or merly /is s i s tant : .ono~,or o!' the Shan 0·hll1 b r anch 
of .:ation:tl City :3ank, ex,,octs to lecve very s.·ortly ::or 
the rhili -,1nea to ac t aa financ ia l aci·1:.ser to ~n r a l · 
:.:acArti:ur : :.r . T:'lO~~&s r.c: s ap_)oi"te ' by t!:e War Do •. ar~nt 
aml we were never consul ted , , .r . T'no=s Las i!Y.!lco tod in 
conversation 1:ith othel'S s o well as ·-:;·self t . .o t tO i s very 

.... 
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much concerned about h is a i U ty to deal with the many 
di!'ficult p roblems which will undoubtedly ar i so wh.lch 
will involve exper t knol'l l edc a of 3overnmont policy and 
practic e s . 

4 . :Jor e over , Na tiona 1 City wi ohoa to reopen its branch in 
the rhilippine s as quicltly as possible and Ol'.pe cts to 
return ·to the .-hilippino s inn r.atter of weeks . 

5 , T'nus , the s i tuation m;.S)lt well arise t hat t:'lere 11ill be 

... 

i n the t-h.o. lii,l,> ines, ., r~ 'tl'te .Allx.rj_can ci vilian ad'Ji scrs 
t o the • hil1p1)1no Com:nonwcn l th and to General J.lacArthur 
and a branch of tho Uati onnl Ci t y Bonk OJ?er·atint;; before 
any of t he rr . s . govern TI'.entol civilian s cencioo, 1ncluditl(l 
the Treeol•ry, are al lowed t o ..;o in . 
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February 17, 1945 

»;v deal' llr. Yost: 

I wiab to acknowledge receipt ot your 
latter ot Fabruar,y 16th. I wu pal'ticularl;v 
interested in the review of the Ruaaian press 
troa February 4th to the lOth, and I would 
like to receive aimllar raporh regularly. 

The cable troa London in regard to the 
World Trade Union Con.!erenoe also wae very 
interesting. 

Youra sincerely, 

(Bignell l H. Morgenthau, Jr. 

Mr. Challea w. !oat, 
E1eoutlve Secretary, 
E1ecutive Staff Coaaitteea, 
Depart.ent ot State, 
Waahington, D.C. 
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CONPIDE'NTIAL 

My dear Mr. Secretary: 

February 15 , 1945 

I am enclosing a paraphraoe of the telegram from 
Moscow which I showed you last Tuesday on pagea 2 and 3 
of which are set forth certain aspects of Soviet policy 
in occupied Germany as reflected in the Soviet press . 
I am also transnai tting a copy of a telegram from London • 
setting forth in some detail the views of the British 
and Soviet t~de union leaders in regard to the treat­
ment of Germany, as brought out during the recent 
sessions of the World Trade Union Conference , and a 
copy or another telegram from London quoting an inter­
esting article from the "Economist" on the French 
economic situation, in which Mr . Reams tells me you 
have an especial interest. 

Enclos ures: 

Sincerely yours , 

~~ 
Executive s~:ry 

Executive Starr Committees 

1 . Paraphrase of tel egram 
no . 398 from Moscow, 
February 12, 1945. 

2 , Copy of telegram 
no . 1483 from London, 
Februar y 10 , 1945 . 

3, Copy ot telegram 
no. 1539 t'l'OIII London, 
February 13 , 1945 . 

The Honorable 

Henry Morgenthau, Jr ., 

Secretary or the Treasury . 

. ' 
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TO: ::>oor otury or :'ita to . :tao :~iru_;ton 

NUJ:.Jl>lt: )98 

For tho week or •'obr uury 1. to 10 i nolusi ve , hie;.hlights ot 

t he Ooviet yress \JOl'e eo follo11a . 'rho )'lrOSs eave f ull a nd 

prominent co•rerage to t ile new liovol opmnts i n tho lifo or the 

llussian Orthodox Church. Thero aplJCar ecl i n r.os t of the I'IOjcr 

Ooviet ne~·zope.rers , inolucine the official Cot-.::Junist r:nrty or gan , 

PRAVDA, accounts of t he election or the Patriarch and the 

proooodi.ne;s or tho Churoh Counci l . A.".long t he published materia ls , 

Q outst andin13 i mportance wee a ttached t o the rnessor:os from the 

eastern l'atri a r chs and other visitinG Orthodox churoh d1~nite,ies 

who at~en<Jed the Council to tho peoples or the ltorld and those 

fro."' tlle Churc!l Oouncil to tho Chriotlvns or the wholo 110rld. 

'i'ho l utter bl osses t ::o \lur ut;nl ns t 10rr.ar.r end i n the nar.10 ot 

C1u-isti OJJit y ap;>l)els fOl' 'o torn punis!Jnent Of the \lOr 1ns ti -.,ators 

of Oel'l'10ny. Tho for!'Itl' ~~osut. • ;e prote!lts a :.:o1net nrosont otter.pts , 

oo!)ociolly t hose on tho pt~rt or the Vutican, to s !l1eld Oon".eny 

fr<?m rosponsioi llty ror llor crimes onG to secure ,l)tlr don ibr the 

Oor rllll! leodera. Tl\oso DJlpoO.ls , tai<en in oonjuncti on •.11 t h tl:e 

ou1·rent oampai en or violent ot t ucf:a upon the Vatican and lts 

councils or me roy t011orcl t he c eteoted , my be 1utor ;u-otod eo a 

bold MOW on the Ooviot GoverJL"l)nt •a ;>art to enlist , i n 

0 au~port ot 
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81lpport or its pooit i on OCJI!COrnir~ CorM!lny , lor~e rorocs or 

\IOrld Chriotieni ty . 

" prclininm·:~ co~:un l.'luo 011 t ho 11or k or t ho Bl ~ Three 

conforenco was pro~:i.nontl:r pnilll.nhod . Thus r nr oornnent hao 

boon r es tricted to l£;'!~:1'l'IYA ' 9 oaut.t ous · otnt oi!D nt t bl t ':I'O llnd­

loosncss or Cer rnn hopoo for rift ernone tho l•lliea is slloo;m 

by thin report. 

In s pite or sl011in:~ do.·m or s oviet orrcnsi ve , war news 

contin11od to blllk lt.rt;o i n the press . · In connection rti th roroiag 

or Odor on !lilesian sector , t hor o eppoared optiniotio editorials. 

Tho preao maintai lllld pr oaam·e for more eeoioive action on the 

:rront i n tho m1st . Cro;vley ' s statooent ex;,>lainin~ role played 

by Al<ll'lrican oupplie s i n tho present Soviet offonaive and 

spoolfying , in nwnl>or or uni to , tho oupplio s furnished , (this 

oontl·nsts 1.i.t h t ile uauol pr octioo of publishinr; uollor values) , 

\109 published in \. hO ~>rOSS o l'h01'8 bec;an to Or.G l"(;oJ 03"10CtS Of 

:;evict policy l n ooouplcd Cer:~ny. It · .. o.s usse1·tod by IUD ~..-AR 

t oot t ho ::>oviet Covoru."'Xlnt \llll tako possession or ell nntorinl. 

o"Jjocto or ve.lt.:o 1:on :f'roll tho "lor:-'llns rux: t !~t t:1o :Jovioto \1111 

turn captured Ce1nan 11ur !)lont.a to t heir 01m uso . ·.:tth ro,~ord 

to relations nith \. ilo Certtt:n oivlliun !JOJmlntion nod Jl:rfYIY JTI9n 

were told by ,tt;D U'l'.'.lt t llu t 1.111 t: erJ!IOns ere to bo oonll1dere4 

enemi llo and that they ero all cuilty in do~-oo . Jlo>Jevor, thoy 

wore stroll(;ly oautlonod to exercise r estraint in their oot1one. 

~err.~~~n problem disouosion revolved e.round t ho naoooe1tr 

0 or frustr ating German plano tor tile third worl d war. Advooatoa 

or loglegor 

Regraded Unclassified



- J-
• Of leniency t ov:ur ci l.Ofont eC oJ er :;nn;r - t ilDSO who op_2ose 

0 

0 

r e perattonu r oducti.on of Gar : n n t e n· it "rY, COI'l]ll e to military a nd 

economic disur nnmont , r e set tlement of Carmen minorities in 

adJa cent netiona, et aetoro, ware viol ently conc1ozmed for 

eic11ng Goi'l!!en lcncte rs in i mplcr:l<lntotion of pl ens to restore or 

preser ve the niliter:r pov:cr of Oerr."£ny . Individuals and 

veri ouc r.roupo , runs ins from Journalists s uch as Dorothy Thompson 

end lluolness circles r eprooontod u:r tho f.!e tional Association 

of n:tnufacturer s to the Gorr.2t n social del'loorat ic emi r::r ant s in 

i11r.erica and Enc;lond, \'/ere classifie d in t his issue a s 

Jti tler 1 s advocat es . Tl\as.J indi vi dunlo or F,r oups were a ccused 

of bein~ moti·mtod either by selfish financial i r.terests 

or by the l"li .. sh to :;:>J'<::lervo a :.;tron:; Gerrrt~n:r to counterbalance 

;;he risine ))l'osti :;e and ;;>01·1er oi' the Soviet Union in t he 

;:;uropecn Continent. In ndc!ition, tho th~ma of Cerrnn J)l'O)lllrutions 

for o ne;; world \ lll l' SLIP."lied fuel t'or Mdllitional lenc,thy ottooks 

U!\On t :1o Govorru:ent s of !."\1et:on , Swit::erltmd, S~in and to a . 
l esser .. extent r ortu:;al GCC • .r::;er.t i uo ~11 of \th.ic:t nre accused 

of oollaborc.tion ·.:1 t ;l t );e Ger :-eru: in crrar.r,enants to sot up 

post\;ar contere of fascist activity in their countries. 

·.;ar crlrtinuls ' punishment in the all·eady-dafeoted n~stions 

continued to be an outstar.dinr, su!Jject for discussion. 1'avorabl e 

OO!!lr.!9nt \'7aa r.iven to the staterr.ent of Under Secrete.ry Gre1·1 on 

Ar.!erloon dotermi11ot1on to brine 1mr cr i minals to Justi ce . 

Certain eleoents in the London ~:ar Crioos Conm1.ss1on tlere 

criticized in ::,ut .IND 'l'll:t: l'IOUKII!IJ CLit.SS tor lack or resoluteness 

ln C:eol1nn; 
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• in do aline ~;it !. t :te qu.Jot i on or .:or cril"'.inols punisl~e&nt . Tile 

outool'\e or tho Sofi e cr1cl c ·.:6ro l'oviowou wi t h ~Jront sotisfaotlon. 

end t~o oxnm)ll o or :lttl;:nrin •.mo f &vorohly controstod •:1it ll t hose 

0 

0 

or nU!IlLln1o and Flnlcnd . 

'l'ho hee1nninz procuuc!l.n r.o or tbo Lnr:iion 'i'raCo Union 

oonforence wer e e i von cov.Jr·o:;o in lloto11 . Kuznetsov • a a pooch , 

r oi t ern tin!': official vi e·;ts ¢' tiovi!l t os to t he t asks or the 

notional and i ntor notionu l labor no'ler.onts . 1'/0s publiohed in 

f ul l tuxt . iU\ editor ial \loll oorriod in TJWD on conrer onoe 

which celled upon the i nt or notionol l abor rnovol'Jl nt to oxert 

all i t o proasure a gainst odvoootos of o l enient peace f or 

<lerMOny end which defended tho Uoviet- Dponsared inclusion or 

11or ld poll t i col probl eMa on t ho uec ndo . 

;, chnn "'C of a r c.dicel nuturo in tho policies end 

compos ition of t ho ClovorJU"Dut or !IW1tmi a ;·:us roreshu<lol'red by 

ovont o i n Hunonie, Uoolor ut1on :·.ul.e :,y r:ctione l Dornocrot io 

trout or its ir.to:\t1:u. t o ror n a r.01 : l:ll!'".en1on Gover1ll"»nt unt1e r 

C0!3JU'Ohonsl va ;:>r O;J.'Dil \ll.io:t f o!lo·.:s tho r·ooc0\1- sponsored line 

for t he ootU!trl.eo of =-:estern L: uroye ln ell partiouloro . was 

f~aturod by t he Preo~ . Heport.o or a crolli liP, orisio, wlt)l moss 

llemonst rotions demanding Darr.oorutic Fr ont ~ovorment . 1'ollO'ued 

t !lls. Steteme ut macJ.e b~· t ho numonion Deputy L!inister tor 

Internal Jlffalrs . trho stronely orltio1zed t ile Govornnent t'or its 

foiiur ~ to pur "e the llnoan1an loc i onaires . 11aa pl ayed up by the 

press • wll loh l a id. upon r oaotlonur y elements in t ho National 

Poasant 
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Peasent party rcs ;:>onal hili ty fo1· t his fn llu;- e. 'fho Human ian 

Confedera tion or Lcbor , nc·::l y cront ud, ha s a u, portod t h o movement 

to replucc the preoent ,;o·rcrm'IElnt. Pu<>lication by t ile 

Goverruwnt or Hllr.lllnio or list or 65 c:tiof wcr orirninels was 

r eported by the pr oDs , but it udo,tucl the line t hat too much 

tico hod boon r equired for t his o ctior, a nd t lln t only a 

governmont or l!etional Democr atic front could puree 1'1lsc1s t 

elements still nt l nr eo in numania ond p1·osocuto lltlr cri minals 

efficiently. 

The ennounoemnt that tho Sovio t Red Crose has sent to the 

people of liber£ted Foland shi~nts or medical inotruments and 

medioinoo woo t to hi (')lli!l')lt of tho l'olish .ooveroee. Attention 

was :paid to or:;oni7.otionol activities of the provisi onal . 

:;over ru:Ent in terrltorles ne-.1ly rrooe.. Docioion or the Czech 

Governront to reco"!nizo t he proviflionel Poli sh ro: 1w.o wos 

comnontud on or provlnt:J,y bJ t llo pr o as. 

no por t l 'ltiS r1nde b!' the pros a l'li th refor e nco to i.<'inlend 

t hat ToMer has boon relea oed from hiD o utlos as iio,'luty to 

?iMieh So jm; tills affor ds ovldenco t :tat tl.te ::Joviet campaii,P'I 

toward this eoal has boon ouocesotul. Alon1; prov1ous lines. 

oovera'.:o ot Yugosluv Government crio1s continued. •rhe press 

oitocl the stato;110nt moue by t!to executive oorol!littoo ot the 

Groetlen Peanant Party eo bein:; i n oupport ot the Tito-Sub.ealo 

eeroeo:~nt aoo tiS cri t1oiz1nz tile t oroe:J of Yup.oalov r oaotlon 

VIi t il \l~liOh 
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• 111th tlh1ch t he JlOd of t ho Crot.t1on I'euoent ?arty 11110 1oent1tied, 

Dr. !.!oohek. Publicr, tion of .lrit1 oil pres a C.:lmMont ori t1oizint~ 

o. 

0 

t he :pool tl~n t ulJSn by the C:ovorn!ll)nt or Greece 1n t rials or 

a.AS roprosente t.l. ve:: lntOl'l'Upt ud t :\e ractt.:a l covor ogo or t ho 

Oreek oituution. 

'l'lle koen i ntoreot o:." t i10 Doviots in Jl'l-omch aft'n1r3 lllld 

a pproval or tllc tronll in r;onorul 1:or e indi ca t ed b.'l t he oovarage 
J 

or t ho s peocil ot De Caullo in <lot uil end or ste t ell'8rots oode 

by tho ?renal: rtesls t nnco Council. i.n extremely favorable 

r oviow of activities or t ho French l abor r.ovcrent under the 

l eaderahi p or C.G. T. was carried i n ,/All lJ!D l'IT~ ·.10RK1NO CI:AS:l . 

·.ilth ovldont scti sruction the prose reported the reoi:;r.ot i on 

or tho :•i erlot Cabinet und t.!10 crisio in t2lo 3eln;ian Gover nment. 

Concorninfl Ita ly, f.urther e>:prooaion was ;31 van in the :>~rea a 

to t he !Jovi at f eelln<; tha t :-.cns11ros bein~ t a kon t o renove 

~usc1sto f actions i n l tuli on publid life er e i navoquet o , 

Lon : nrticlos d\:ellin~ u:•on tho s trate<;ic rasul ts ot 

A.o:-er1oen suocesaea 1n the l 'hili!)p1nos end ~1vin.;; C:otoils ot t he 

'll c t ory tollo\'Jed the i nitial :ror oninont re_,ort or t h o At'll r l otul 

entr ance into l:tmilo . T!te i nte:rnc.l political s1 tuati on in 

Je ;:>on 11ns t he sullJoct or a four-column article in l'HJ•VDA. The 

orrorte of Koioo :govtlrmllBnt to <ioul with ~wing economi o end 

1:dl1t ary bur C:ens of a \lOr "1n \lhloh J apan \7i ll not be vioto:r1oue" 

OJld to :reoonoilo cl if.l'eront ol .:t!JI)nts in J ujlWlese oooiety \IO:re 

an!l),yzod 
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w1~h wh1oh the Lead o!' tho Cror..t1on l'eooent Party wao i rient ifled, 

Dr. l.!oohek . I'ubliol:tion or Jritioil pr osa C.:>!lll'lont orit1clz1nG 

t he poo1tiC!n tul:en by t he Covorurrnnt or Greece in trials ot 
;;LAS r oprosent etl ve:: lntarru;~:tud t :\o fact'"o l covor or;o or t!lo 

Creek oltuutlon . 

'l'lle koen i ntor oot o: t ;Jo !lovlots in ll'ranoh art•oira !llld 

a~proval ot tile tronli in r;ouercl \:oro indicat ed b:r t he coverage 

or tho speocll ot De Coullo ih <loto11 and ot stc t ollllnts llBde 

by t ho .French 1\esi s t nnco Council . i•n extremely favorable 

reviol'l of C•ctivities of t he French ltlbor r:tovomont unclor the 

l eaueruhlp or O.G.'l'. wcs carried in ./Aa lll!D 1'Ii.C ':tORK1NG CLASs. 

:ilth ovi<!ont sctlsfuot lon the pr e ss repor ted the resl:;r.ation 

ot t he :•lerlot Cabinet nn<i t.!to ori s io in tho 3el~ien Gover nment. 

Oonoornillfl Itely, further axproosl on was a lven in the ,ress • 
to t he !.lovl o t feeli ntt tha t :.cnsurus bein~ t aken to re::tove 

Vasois t o f actions ln Itollon publld l ife ere ine~oquete . 

Lon ; ert1olos d\:ell1n~ upon tho s trat e:;io rooul ts of 

Ar.Y:~rioan auoeoasea in the Phlli!)plnoa end 1:,1v1nr.; f.ot olla ot the 

victory followed the i nltlal pron1nont re_>ort of tho Arerlcllll 

entrance i nt o l:onlla. '1'!1e i nt er ncl. political altuati on 1n 

J epa.n 11ns t he sut>Joot or a .ro ur-oolw:lll ertlole ln P1U1VDA. The 

offorte ot Koiso ~ovl.lrni'Bnt to lleul with erowing eoonornio and 

rrll1tary bur (;.ens of a 110r "in 11hloll J e,;JQn 1'1111 not be v1ctorloue" 

and to reoonollo dlfrarent ola!!Onts in J a panese society 110re 

ana1Yzed 
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analyzed in t lt1s t:rt1cle . J;n:>llosio 11es laiC. on tho s teady 

worseninG or florala or JoJ)IUl in r uoo or ...merioan e ir ottaoks 

and aucoossivo n111tnry r uvorooc . 

J•n inte1·ost in Latin AI \O rict~n tJ ri't~irs end in the s toud 

whic h sepnrote Latin ilr.orioan lUtti.on!l nG.opteu on world iooue!l 

continuo d to he on own in t hu proos . :rertioule.r not a 110a token 

or ro~nrto of Fsoc!st OGonts ' oubvoraivc o,arations in South 

end Centrul A!!.'ericon nut1 ons e nd ve ilod criticisM woo Mode or 

the ~tuto Do~tr.ent ror not brincin~ enough ~rossuro to bear 

on t ho c ovorl'li'J?nts or Latin A'"tl rioan retions to cause t hooe 

" 3 

AXis O?<Jl'Utions to be stor!)Od . Shar p oriticiso was r-ot!e or the 

olle:;od propu~cndo octivitieo or t !le Vatican in Latin Arert oe . 

t:cuodor ' s eeolorotion or wax· on Jopnn end Pore~uoy • s declaration 

of war on Axi s nations '''1ro t·•~ported i n 4Jreos . 

00/L:mam 

2/15/45 

-
ImtJIAN 
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COPY: KEL:ESC 

IllCOIIIIIIO TELEORAIII 

EAS -1095 

Secretary of State, 

Washington . 

1483, tenth 

PLAIN 

London 

Dated February 10, 1945 

Rec ' d 9:45p.m. 

1 . World Trade Uhion Conference Friday February 9 
proceedinga. Standing ordera cam.ittee reported back it 

,.. '4 
( ' 

was unable to devise solution to polish seamen repreaentation 
issue which was likely to receive the general support ot 
the conference. In view ot thla s.o. Ca.mittee recommended 
that no additional invitations be sent to any organisation. s .o. Committee also asked thla recommendation be acceptfd 
without discussion which would only be harmful to World 
Trade Union unity and give the preaa a chance to oo.ment 
on divisions in the oonterenoe. 

2. Citrtne opened diaouaaion ot agenda it .. 2, ·~~de 
Union attitude to peaoe aettl .. ent, • With long atat-t 
ot TUC position . Five oopiea ot ~1 tezt trenaw•tte4 
Departaent in Blabuay deapatoh Bo. 2~.S. 

3. Citrine•a apeeoh •• intended to pronde a rre..­
work tor d1souaaion and 110at pointe were re1aed 1D to• 
ot queation t o be exaainad bJ oontereaeaz ~ c•• 
uttl ... nt bad three •tn aepeotaz (.A.) Bow 1e "7 
to be d•lt W1 tht (B) Bow la p•oe to tall OI'PDS .. 4t ADd 
(0) Bow 1a reparation to be •clef 'l'bere la ,_Rl ACJ'M­
aanti Cltrlne aald, that p•o• aattl_..t .Ut aenN 
ocap ate llqalclat1on of Puo18a aDd last. aDII la7 
toliDCiat1ooa of a cluNble peaoe. .... ~~f)..,J.tt tllir• 
la wlda .... 'IIH of aaN••t OD tile tollOdlll paa...S.'* 
of b peaoa aaUl-tt -

·-(.A.) •oaa41U.-l 8UIID'9 
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( B) German -r leaders and -r criminals must be 
brought to justice and every man or woman who played active 
part in atrocities must be tried and punished 

(C) Germany must make restitution or all stolen property 

(D) Germany must make "reparation to the extent ot all 
that is humanly possible in services, goods and money; 
and this obligation must be met even though it involves 
the continuance ot Allied control over the entire German 
economy tor many years and perhaps tor generations . " 

(E) Germany must be wholly disarmed by dissolving 
general starr, disbanding her forces, closing down war 
factories , dismantling all establishments engaged 1n war 
production and prohibiting manuracture or use ot aircraft. 

(F) Germany must be demilitarized by closing all start 
colleges or agencies ot military instruction, prohibiting 
wearing ot uniform by any kind or league , club , organization 
or association and "by such necessary changes in the 
political, economic, social and territorial struct~e ot 
the German Reich as will destroy the foundation or the 
Gorman military system" 

(G) Germany must be daocratiaed by r.eatabllshina 
treedom or political and cultural aaaociationa, treedo. 
ot preu and aaa .. bly and Free Trede Unions 

(H) Genun youth .uat be reeducated 

(I) NGe~y ttwa tran.to~W~d .uat be relatqrated 
ultS...tel T with the European c~1tT and wltb the uw 
world order" 

•· C1tr1ae: Labor's taak la relatlOD to oooupatS.OD 
ot Ge~T .uat reckon with poaalbllltJ tbat there .a7 ba 
no to~l al'ldatloe Wblch oaa be en•fne4 aD4 41aouae4. 
Tei'IDII and coadl tiona •T be •applied P"-Otlo&llJ bJ .lllte4 
~litary autborltlea la tbe oourae ot tbe aotaa ooeapatlOD, 
Purtber, the Allies •l tllld ao ~O"-Uo acw•n sa\ o&D 
be tol'lled t.aedlatel7 1D whlob WI o&D NPN• bUt 111111 · 
troll which n oaa expeot ooo,...tlOD 1D U. atea aa4 
rigorous -•urea tbat •at be talc•.• A1Ue4 ldUtaJor 
autborl u .. _.,. tor • OOMS.dereble pedocl ot tt.e llaYe to 
•••-- reapODalbllltJ tor thl poUtl-.1 at'nte'"U• o~ o.r.an.,. • 
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The practical problem of the World Trade Union Conference 
is how to associate the Trade Union movement with the 
developing stages of the occupation when political and 
social questions of far- reaching import will arise. "It 
seems necessary therefore that the Tra de Unions must be 
associated in a consultative and advisory capacity, with 
the administration, military and civil, concerned with the 
occupation of Germany, as duri ng that occupation the short 
term program or peace will be put into execution." 

5 . Citrine then raised questions relating to the 
permanent demilitarization as distinct from the di sarming 
of Germany . Should Germany be deprived of certain industrial 
districts i n which her war potential was concentrated? 
Stioul d these districts be placed under international 
control or be formed into separate states or annexed? I f 
annexed, are the German workers also to be annexed? 
Alternatively, can peace be secured without territorial 
changes or fundamental alterations in her economy? The 
need to break up the Junker estates in order to destroy one 
of the main war-making e lements in Germany was pla in enough 
but should Garmany heavy industry be disman tled to destroy 
her war-making power? If so , how would Germany live , what 
was to prevent her sinking to a slave level , how would she 
make reparation? If certain border districts of Germany 
are annexed to other countries along with their workers 
what will be their terms of employment? If Trade Union 
standards are observed would they not be in favored 
positions compared with workers left in Germany . Alterna­
tively, i f these workers are moved what is to prevent them 
sinking to the level of slave labor? Is an international 
inspectorate and c ontrol needed to guar d against this? 

6 . Citrine suggested that "an alteration of the position 
of Prussia" might be needed to radically reduce Germany's 
nr-malclng power. The Rhineland and Danube might be 
placed under control of an international public corporation 
resembling TVA . Other areas would also need to be examlned . 

7 . Ci trine then auggeeted that Trade Uni.ona hed to 
eatabliab relation• with the p~ent world organization 
taking shape in the Duabarton O&ka plan partioularl7 lt 
~t be •o1oael7 aaaooiated• with the economic and aooial 
council. 

s. Dealing with NJ>8"t1ana, Cltrlne called att ... t1on 
to tbe ditticult eooa.to probl ... coonected with the pa7-
.... t ot reparatioDaJ and queationed whether reparat1oDa 

abould . 
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should be exacted by unilateral claima and action or 
collecti ve claims and action. Repara tions could be extracted 
by three principal methode: 

"(A) By the expropriation of its external assets , 
whether sta te-owned or the holdings of its nationals 

"(B) By the building up in the debtor country of 
exportable surpluses on the basis of a s trictly rationed 
and pr ice-controlled internal economy which will keep the 
standard of lif e of the people in that country at a fixed 
level . The effect of this will be that all increases in 
produc tion and expansion of credit of the debtor country 
will be claimable and payable on reparations account . 

"(C) By the rendering of services to the creditor 
country by the people of the debtor countr ies" 

9 . Tha TUC waa also prepared to support the principle 
ot reparation labor but "it seems necessar y, however , that 
arrangements shall be made to safeguard the condi tions 
under which German labor shall be eo employed. We cannot 
contempla te, a s Trade Unionists , wha tever our nationality 
that l abor of any kind shall be degraded· to the level of 
slavery . There will be an obliga t i on upon the Trade Onions 
i n the count r ies where German labor is used for these 
reconstruction purpoees to see that it is not exploited or 
forced to carry on under inhuman conditions . This will 
r equ.1re the esta blishment too of some form of i nternational 
author1ty to supervise with the national author1tiee the 
life and l abor ot the German workers thus employed. Would 
i t be wi t hin the competence of the ILO to exer cie e such 
r eepondb11i ties of international eupervhion. That would 
have t he advantage of ae eocia ting the worker s' Mov6ment 
which i e repreeented i n the consti tution ot the ILO with 
the•• respons i bi li t i es of supervi s ion . But in &nJ oaee, 
wil l i t not be neoeaeary tor the International Trade Oni on 
Movement iteelt to es tablbh consultative and adviaol'J' 
maoh1nel'1 1n connect ion with the i n ternational authority 
s et up tor the purpose• ot supervision." 

10 . Citrin• ended his apeeoh by aaJing that ultimatel y 
the 'l'OC hoped to ••• O.NUJ baok .into the fellowship ot 
aatioDa. But the Gel'll&ll Dation and workers,' 1noluding 
the Pree Trade Onion aa.• ent whioh be hoped would be 
reeatabllabed, 1111at reokoD wi th the taot that they bad 
wronged th. people ot other ooUDtrha and they 1111at tao. 
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the conaequencea . How German7 treated ita reparation 
obligation and ita readineaa to work for and ita willingneaa 
to cooperate in tbe payment or reparation would be the 
test or German7's desire to pl a7 har part in a peaceful 
world and would determine our t'Uture relations with her . 

11 . Following Citrine 1 s speech, Madame Beliaeva of 
Russia associated herself with the neea for a hard peace, 
but Russia ' s mai n speech was made by Tarasov. He called 
for complete liquidation or Fascism, restoration or democracy 
and economic rehabilitation or devastated countries , and 
then asked conference to approve the measures proposed by 
the Big Three i n respect to an international security 
organization , Following are other main pointe in his 
apeeoh, text or which not yet circulated: 

(A) Prolonged Allied military administration of 
Germany 

(B) Severe punishment for war cr~la 

(C) Annulment of Nazi lawa, liquidation or Hazi 
organizati on, and confiscati on of Nazi tunda and property 

(D) Liquidation or German munitions industry, tranarer 
or all war material to All1ea, ll!ld tranater or Oel'llaD 
induatry to r ebuild devastated countriea 

(E) Pa,.ent or reparations out or Ger.aDJ'• 0111D reaouroe 
and by Ge~ ~power 

(P) Reoonatruot~!\ or Oe~ny 1 a edUoatloual •J8ta, 
removaJ. ot all Jfa&l inatruotora and teaobera, and llqulclatlon 
ot Mazl literature, ~1~ and preaa. 

Repeated to Moaocnr aa fa and Parle u 'Ill. 

WUAft 
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London 

OntEd F Ebruary 13 , 1945 

SEcrEtory of StatE 

~lashing ton 

1539, ThirtEEnth 

Per th< past t r1o n EEks thE prEss h ns Ell:prEss cC: t hE 

concErn of thE Briti sh p Eo plE about thE Economic •~trEss 

of Frnnc E. (For th ~ lnt ESt ExprEssio ns :-.le n :; t:~ r.H lin Es 

SEE t hE ~~bnssy ' s t dc:;rnms 1258 , F Ehruery :Jth, 1.1,68 , 

February 10 nn e\ l492 and 1495 , FEbr uary 12th ) 

ThE F eb r uary l Oth :i. souE o f thE ~cc;'O':J:8:.: carrl zo t hea E 

fEEl ing s furthEr in ~n . a r ticlE cnt1 tlEd ''~oonomio Entente" . 

AftEr rEf Erring to th e bed economic aitu~'ion in PrnncE 

thE articl E sta tes: 11 i t .i.s bccorni n..; inc _•c ::sincly np:'C' rEnt 

thct th• imccdintt :m~ :~•·oximutE r zsponsibil l.'tY fo;• t his 

rests mor E ful ly on GrEa t Brita i n than ~as at first 

r<:clisEd . It i s t ru e t ho.t thE only storE of :>lcnty r.rnong 

thE Un i tEd llntlons 1~ J n J.mEx•ic '1 rJhos£ rEsom•cEs v~stly 

EXCEEd t ho sE Of this ~~ill bEl E!'.~UEl' Ed isl~nd , Bu t 

\l•r.1Er l c n is on thE ot her o1. E o f th .: :_tl~nt ic . Ships r. r E 

r.Gnin thE gr eat bottl EnECk r nu th< U- hoa ts (' r C oncE l':;nin 

on thE prowl. I n 3 r inl y litErrl truth :Jritr. in ~n~ Pr::ncc 

arE in 

Regraded Unclassified
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- 2- 1539 , ThirtEEnth, from London 

arE in thE same boat . To en Extent that mny bE l arge or 

small thE two countri <s r.rt competi tors for th• sr.mc 

ships . This bcin3 so cr.n it possibly be h t l o.' th:~t nhilt 

thE mnint cnunc.: of a c ~l·tri n s tonci:~ rd of civil cons umption 

i n Grtat BI'itnin is n military n ecessity thErE e r E no 

standards bElow which Frr ncE c :-n '>E r.llowtc; to £• 11 

r.ithout danger to t hE structurE n~d purpos es of t h E g r cnd 

nllianct?" 

Th£ articlE thEn asks if thE British ir:1port ?ro:~ram is 

so rigorously rEducEd to rockbottom that sotlE hElp for 

France could not b~ mt.dE avnil~ bl£ from stocks .of il~porttd 

foodstuges ancl r aw ~mtErirls in Gr<ot Drit:>.in nh1oh · l'E 

lmorm to b E quit t siztrbl t . 11To rirr.w upon ; htm 1•h.ll: 

thE worst of thE w:;, r micht yEt bE t o com£ would obvious ly 

hc.vE btED foolish an.: hcs r. l wcys b<tn sternly rts J. s tcci . 

But a rt thEY quitE so VJ. t r l todc.y th:>.t a s~ll (ivid:nd 

could not bt pn1d out of thcm? i.s for trans port 1:hich 

undErliEs so much Else it is no doubt imposs iblE to apart 

any locomotivEs or rollinG stock . But th< British hrmy 

in Grtn:t Britnin woulcl no t stErn to thE lay obsErver to 

bE so dEsptrnt Ely short of motor t r•r.nsport t h:~t c ftr1 

thousand lorriES could not bE colll ct t d for Frr.nct . ',,hr.t 

is neEdEd is thE pressure of en u r rcnt imp~ rc.livc r•hich 

has hithErto bEEn lacldng . It is the sort of' j ob c.t 11hich 

Lord BtavErb-rook cxo tls r.nci which h> mi:;ht {/tll f ind to 

his t ::st t • Regraded Unclassified
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- 3-1539, ThirttEnth, fr~o London 

his tnst t . ·.JhntEvtr c:.n bt don e shot1ld b<: ,·on .: quiclcly 

t>.nd don.: G t n Erous l y r ne t;r r.c Efully . J.nd uhzrE n<• th1 >13 

c cn be rJ onE c. full r. n ~o f r c nlc cxpl'n~ti e>n n.t' the r ;r s cns 

shoul d b : :; iv en sinc E it shoul~ ntv Er b z f o r , :ott En tha t thE 

a im to bE pursuEd is tnofold, r.:or~.l :-s v:tll r.s r.1rtEl'l: 1. 

ThE Eff ort should b !: clil•.:ctEd tow:rds Fr:mct i.l th~ rirst 

plrc t but tht nEEds of DE1a 1uc :-.r2 ~nly on~ dE(!rtt lEss 

ncutt and Hollcnd will beforE lon~ h:-.vz ntcd:J r.ort 1n~E:1S E 

thnn Eith t r of the other two~ 

~tr Richr.r d L::m tomorrow wi l l 1:1Ci:E n ~ ttnlltd 

stat EmEnt in thr Koust of Commons l"E ~;r\'c' in ·; Ci.·~:'t !kl.trir. •s 

h Elp to Fr ancE in h.::- trnnspor t p1·cbltms sincE th• 

liberat i on . 

BB 
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Dear ailla 

tbank 10u !or 10ur letter ot 

Pebruar1 16th. I aa yer¥ &lad to h&Ye 

the reRort traa 1our ~rae r•Rreaeata• 

the 1A coatbuatioa o! the Glle ot 

Februar7 13th, w.llicn )OU h&4 preYioulJ 

aent ... ua ah&ll reaa it with iAtereat. 

Ioura aiDoerelJ, 

(SJ.aa.a) BtDJ7 

Coloael lol.lll.u J. DOAOYIJl, 
Director, Ot!l.ce o! Strategic 

S.nl.oea, 
Waahington, D. C. 

,. -
L L 
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OFFICE OF STRATEGIC SERVICES 

WASHINGTON, D. C. 

15 February 1945 

Honorable Henry Yorgenthau, Jr. 
Secretary of the Treasury 
Treasury Department 

Dear Henry: 

RESTRICTED 

You will probably be int~st~ in the en-
~~;'( ... '\\ .... \.. .. ~) 

closed radiotelephone report~from the Berne represen-

tative of OSS, which is a continuation of the message 

of 13 February, setting out the remainder of the art­

icle in the Basle Nationalzeitung concerning the Ger­

man post-defeat maquis. 

Enclosure. 

Sincerely yours, . 

lilliam J. Donovan 
Director 

Regraded Unclassified
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CABLE TO .t.IIBRIClli RlllWlST, PARIS, FRCII WAR RKFUOES BOARD. 

Pleue deliver followi ng menage to Joseph scmrartz fr011 

11 • .l. X.aYitt of JJBerican Jewish Joint Distribution C<>aGittees 

QUOTE PLEASE CABLE SOONEST YOUR REC<liUENDATIONS FCft 
IIARCH BUIXlETARY GR.lNTS. NOEL AIUIOVICI RBCEIVED RE-ENTRY 
PERUIT PROCEI!:DING APPLY FOR BIUTISH VISl CAN YOU EXPKDim 
11!KPOTB • 

2t30 P••• 
,..biruarT 17, 194S 

• 
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c.t.BLl! TO AloiBRICAII EUBASSY, PARIS, PRCJI DR REFUGI!B BOARD. 

l'l.aaae deliver follonng noeaeage to Joeepb Schnrts from ),(, .f., Leavitt 

of American Jewish Joint D1etr1but1on Coamitteet 

QUOTE REFERENCE JACOBSON'S CABLE TO I!ICEl! RmARDING WORLD 
JEIIISH CONGRFSS PR~ INTERCROOS OPBRATE 11!'111 OUR FUMn'J I lf 
THEIR NAJ.IE IN 50UTI!QB'l'ERN EIJROPB JSSUI(g YOU COII.!UifiC.t.TIOO 
Iln'BRCROOS GENEVA THIS NOT .t.CCB.PTAIILE TO US, NO REASON WHY 
JOIIiT CANNOT OPBR.l'l'B Ilf ITS OliN IWIE Ilf TIIBSB COUNTRIES AND 
FILilERllAif SHOULD BE INSTRUCTED ACCa!Dn«:lLY. .t.LTHOOGR MUIIIl 
BVBRY KFFORT SI!CURB UJIISSIOII OUR IIIU'RF8BNT.t.TIVB RtDI.t.NU WE 
H.t.VB NOT IBT OlftUJID CLBARANCE. UNQUOTB 

2t.30 P••• 
hbrUU7·l?, 1945 
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CABLE TO .uii!IIICAN M ASSI, PARIS, FROII WAR RKFUGEE BOARD. 

Jl1,eaae deliver following message to Joseph SCbwarta froa ». A. 

Leavitt of .-.ncan Jnieh Joint Distribution Camittees 

QUO'l'B REFERENCE RESNIK 'S c.unE I'Ro.m::TBD EIIIGRATION 900 
CHILIJIEN 100 ADULTS FROM GRm:B WE DISTURBED EICESSIVB 
COST $600 PER PASSAGE UNLESS OOOR.lTION OF OROUP IS MATTBR 
OF LIFE AND DEATH WE CANNOT AUTHORIZE SUCH EXCESSIVB COSTS 
E'(KN BY PARTIAL PARTICIP.l1'ION ADVISE YOUR REC016!ENDATIONS. 
UNQUCYl'E 

2s)O p ... 
Febr~~UT 17, 1945 

Regraded Unclassified
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PIAU .... 
Dated Pebr\au7 17, 1945 

Motel. StlO p.a. 

449. an.~ 10 .... 

rat II&X I'UIWWf AWme• JQ(If Dl8!IUIUriol 

CGIII!~ XD lOU P1ICII a. 
U ht ~. Ill • 11U Jukaa .... ill 11.-

td.tb ,_ I I I ' t.1.- OW ftpd1p. td.ll IaM bu - -

.w.r. ,_ w- u.. .. w ~. 

lilli -
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CABLE TO .uBRICAN COIISIJL.lTB OENI!IW., JBRUWBII, FROU WAR REFUGEE BOARD. 

P1eaaa deli wr !ollowiug mess-ce to Judah J,iagJ:Ise !rca Jt • .a.. Lea'fitt, 

o! .U.riean Jfthb Joint Diatributioc Cc.d.tteea 

QUOTE FOI.LCMII«l C.lBID TO JOOEPH SC!IlWlTZ TODAY t 
INNRRQUOTS REFEBBNCE RBSNIK1S C.lBLE PROJEC'lED 
ELIICIUTIOH 900 CHI:r.tii.&H 100 ADULTS FROU GREF£E WE 
DISTURBED EXCESSIVE 0~ t600 PER PASSAGE UNLESS 
EI.IIOR.l'l!ON OF GROUP I S ll.lTTER OF LIFE AND DEATH WE 
CANNOT .lll'l'HORIZB SUCH EXJi&<tsiVE C~S EVE11 BY PARTUL 
PARTICIPATION ADVISE YOOR RECODJBND.lTIOHS. END INNERQUOTE 
UNQUOTE 

2 tJO p.a. 
Februaz71?, 1945 
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Pleue deliver .followi.ng uuaga to Harold Trobe from K • .t.. Leavitt 

ot ~arican Jewiah Joint Distribution Committee& 

QUarE ADVISE SCHIU.RTZ 1IE .t.PPLnNO FOR LICENSE REKIT $10,000 
OO'.M'F.t.RB FOR PURCHASE SIIEDEH IIBDIC.t.L SUPPLIES FOR CZECHOSLOVAKI.t.. 
YOUR 161 YOU .t.UTHCRIZBD INSTRUCT OOTTF.t.RB USE $10, 000 FROK ll.t.LANCE 
IWlOOLIS LBFT FOO IIBDIC.t.L SUPPLIES POLAND. APPLIED LICENSE USB 
B.t.J..AJCK $16, 000 Fm POt.AND AND REIIIITTING .t.DDI'l'ION.t.L $9, 000 TOTAL 
$2.5 ,000 VAKIHG G!WlD TOTAL $3.5,000 IIBDIC.t.L SUPPLIES POLAND. UNQUOTB 

THIS IS WRB LISBON C.t.BIB NO. 143. 

Regraded Unclassified
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COPY NO.~ HOT TO BE RET!W!SiliTTBP 

fldfss. 
Information r eceived up to 10 A.K. 17th Feb. 1945. 

1 . Norwedan Waterp . 

15th. H.M. Destroyers embarked 500 civilian 
residents of Soroy Island (West of North Cape) whom had 
been harassed by number small German Ships. 

!!ILITARX 

2. ~estern Front. 

Norther n Sector. British and Canadian troops 
continued make good progress: on right British troops 
within 1 1000 yards Af!erden, in centre within 4,000 yards 
Goch wh.ile on left Canadian troops now within 3 ,000 yards 
Calcar. Numerous small scala enemy counter attacks re­
peatedly beaten off with heavy loss to enemy. 

3 . Eas tern Front. 

Northern Sector. Further progress made North 
Torun where Jeztwo captured. 

Central Sector. Breslau encircled and 200 local i­
ties occupied among which Hundsfeld and Wansen (4 miles 
N.E. and 20 miles S.E. of city). 

4 . Burma . 

Centra l Sector . Allied bridgeheads over Irrawaddy 
enlarged. 

Northern Sector. Chinese troops now within 5 
miles Namtu and 4 miles Hsenwi (25 miles N.W. and 30 miles 
N.E. Leshi respectively). 

Western Front. 

16th. Escorted Lancaaters of Bomber Command 95 
at tacked Wesel (418 tons) in clear weather where bombing 
well concentrat ed. 
Escorted u.s. Heavy Bombers 981 (missing 10, outstanding 
but believed safe 57) dropped 2442 tons on 12 targets N.W. 
Germany including oil plants at Nordatern (275 tons)i 
Dortmund (462 tons )1 and Sal.zbergen (113 tons)a rai way 
centres at Rheine (249 tona) Oanabruck (398 tons), HIUIII 
(534 tons), Kunatar (66 tonaj and Weael (169 tons). Re ­
sults were mainly unobserved and no enemy aircraft aeen • 
SHAEP (Air) a Bombers 424 (miaainc 8) attacked COI!IIlunica­
tions, airfields, cloae aupport targets on,.hole tront 
while Fi ghters and Fichter Bombers 2040 attacked 
communications destroying or da .. cing 204 locaaotiYea, 
1767 rlil wacona, 392 In' , 67 A1'V ani! cutting r•U•ya 1JI 
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236 places. 

6. Mediterranean. 

13th/14th (night ). HeaVy Bombers 61 successfully 
bombed railway centra Grat (14$ tons). 

14th. Escorted heavies 62$ (missing Bombers 3 
and Fighter~ 3) dropped 721 tons on tour oil refineries 
near Vienna With poor to tair results and 408 tons on aix 
railway centres Austria and ,Yugoslavia where results 
mainly good. Medium and Fighter Bombera 309 (missin& 2) 
effectively attacked cdmmunications and factories Brenner 
route and North Italy. 

HOME SECUBITX (up to 7 A.K. 17th). 

? . Rockets. 

16th. One incident reported. 

16th/17th (night). ten incidents reported. 
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PHII.ADELP!IIA 

SUNI)AY , ~BRUARY 18 

Vlashinp,ton to Phiadelphia - 125 miles - 45 minutes - Mustin Field 

Reservations at Barclay Hotel 

(The Barclsy Hotel , the Warwick Hotel ano the F.acguette Club are all within 
two blocks of each other, and this area is about 10 to 15 minutes drive 
froa t he Universi ty, ) 

12:45 p. m. 

1 : 00 

Press Comerence - Barclay Hor.el - English Room (2na floor) 

~!cLean-Stodghill Lunch - Barclay Hotel - 2nd floor (Room 
adjoining English Room) - Approximately 
15 people 

4:00 Rehearsal with Lt . Levy - Barclay Hotel 

4 : 45 ? 5~Dresa Rehearsal - Irvi.ne Audi torium (University of Penna. ) 

~,Note : I n event newsreel ccvera~re is obtained, we will have 
/' them set up i n Irvine Auditori~m for shooting either 

before or after rehearsal at your convenience. 

6 t00 

6: )0 

10: )0 

Gulf Oil Compaey Reception - Mr. Garrett, Vice President 
Jlocquette Club 

Dinner - J . David Stern (\'la rwiek Hotel - approx:IJnntely 
)~ people) - You will be free by 8 : 30 

"loe, The People" Broadcast !:ron Irvine Auditorium (CBS) 
A-'lond Redemptions 

I II IU JUI' lUl l If 

NEW YORK 

THU!lSDAl I ~BRUA!IY 22 

Washinf!' ton to New York - 222 miles - l hr . 15 minutes - LaGuardia Field 

Reservations at Waldorf Astoria 

?tOO 

7:30 

National Council of American Soviet Friendship 
VTaldor f Astoria 

Reception - Astor Room 

Dinner - Orand Ball Room 

10:15 - 10:)0 Red Arnf:r Day Broadcoet from 1'/aldorf Astoria IJ•ut ual) 

•••••••••• 
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neading copJ of ~ecrelar, ' s b~oaacast 
on "V.e tne reojJle " program from rnilaaelpr,ia, 
r e oruar~ l ::l. 

l _ _ _________ ~ 

-.. 

r 

.. 
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WE THE PEOPLE SPEAI 

ROUT II& 

ACT I PAGE NO, 

1. DR . HENRY HAURD 3 

2. pre . HEMRY JAHJI 6 

3. FAWCETT AWARD 7 

•• CHRIST CHURCH - HARVEY KERTZ 10 

6. SERVICE liD 12 

~ 6. BEATRIOI LILLIE 18 

7. BOND ROLDDI 18 

0 
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11E THE PIIOPL& 

GULF OIL COKPAHY 

{FANFARE) 

- 1-

BOULTON 

SUNDAY, FEBRUARY 18, 1946 

10;30 - - 11:00 P .K. 

The Gult Oil Coapaniee and your neighborhood good Gult Dealer 

present 1IE THE PEOPLE. 

{ THEIII:) 

BOULTON 

Good evening , everyone. This ie Kilo Boulton welooming you to 

a epeoial broadoaet ot WE TilE PEOPLE whioh GULF OIL h privileged 

to present. Tonight gathered in Philadelphia at the University 

ot Pennsylvania'• Irvine Auditorium are people here with one 

oommon purpose -- to honor a man who was a living symbol ot 

l iberty - Philadelphia' • most oelebrated oitizen, BenJaaln 

Franklin • 

j .,"""11r tit"- ~ 8V Itt our GULF OIL 1Jlloroph:one11W~a-Ftuous Brithh ooaed1enne, 

Beatrloe L1ll 1e . And here to bring you •••• 

••••• WE THE PiiOPLE1 e ... gueete 1e one ot the great 

leaders ot wartime Amerloa, the 8eoretary ot the Treasury. {MUSIC 

OUT) 1IE THE PEOPLE la proud to present your host tor tonight -

Kr . Henry Korgenthau, Jr • 
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APPLAUSE 

C~oRGEHTHAU. } •• 

Thank you. And tile thank• or the Treaeur)' De partment to the 4u 011 

Co111paniu for making tb1e special broadoaet posei ble . ( SNgAK MUSIC) 

I 1 111 verJ slad to be htrt in Philadelpbia at the Univereit)' oC Pe nnRv<v••n••• 

wtlich f ranklin rounded. I 1111 glad to be here beoauee in a ver)' Caw da)'a 

we ce l e bra t e the \ en\,b ann1vera&rJ or savings Bonde • ••• popularlJ called 

"Baby Benda" when t he program et.arted in March or 1935 · It waa Banja111in 

Franklin who long a 15o said, "A penn)' eaud 1a a penn)' earned" - which 

up ;>l1ea particularly to theat Bonde. f ranklin ~ave much other sood 

advice about money, ana to all or ua he l;laa become the legend&rJ ~·ather 

or Ttlrirt . s o, when ~~ THE PEOPL& invited ~e to partici pate, in thia 

epeo1al pro~ra111 co~me~ora t1n~ t h1e t enth anni versary, 1t was altogether 

t1tt1gg that we broadcast from f r&nkl1n'a own beloved Philadalphla, 

( and tha t we .i1!J..!l some or Prankl1n 1 a t'ellow c itizens , but or another 

ge nera t1on. 

( ) 
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\ \ oRGENTtiAO . . J 
In a l et ter to a f r iend, Benjamin Franklin once said: •our 

....... 
to strangers a good climate, ferti l e soil, country offers 

wise laws, l iberty, a g~od peopl e to l ive among , and a 
....... 

hearty -
wel come." Nobody knows better t han our f irst guest how 

' ­
much 

meaning tbat remark has to tho se f oreign- born wno want to 

become a part of our American life . He is Dr. Henry B. Hazard 

of Phi ladelphi a, special representative of the I mmi gration 

and N~turelization Service. Dr. Hazard. 

HAZARD .. • 

r~y Job i s to cover t he fi ghting f r onts and take citizenship 

to non citizens f1 ght1ng with our armed forces who want to 

become c itizens. In 1942 I covered the European Theatre. 

I 'v~ Just returned !rom a 50,000 mile trip t hr ough the Paci!io. 

For instance, · et 14atfin Bay I worked within 300 yards of the 

actual fighti ng . 

I'd give the~ the oa t h a nd they would go back into combat as 

citizens of t he United States. 
m 

{ MO.KOJ!:NTitAU .\ • 

How many new citizens from t he Armed Forces overseas have 

you sworn in? 

ltAZARD 

Mr. Morgenthau, sixty-five hundr ed tha t includes women , t oo . 

\ Y.ORGEhTttAU ' 

Did you go ever y place vnere t here were applicants? 

• 
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HAZARD .• • 

Every place. Even to littl e Cr~ietoae Island where there 

was only one man who awaited the oa th. 

411'· He was standing on the ai r strip wai t ing tor me. The 

pilot told me he could stop only long enough to refuel. liP 

Aam1n1etered t he oath standi ng in t he doorway or the plane, 

and as I finished the last words the door slammed and we 

roared away ..• and lett the soldier standing t here, tears or 

Joy streaming down his r ace at the privilege or becoming a 

citizen. And, Y~. Secretary, I want to report that t hi s man's 

deep emotion was typical or all those I naturalized on the 

f ighting fronts. They are men who, appreciate our form ot 

government, wise laws and good people. They're t he kind of 

people Ben Frankli n would have given a hearty welcome to. 
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( llOROIHTHAU J. 
I oan understand that, Dr. Hazard, and Franklin would have 

welcomed our next guest. He'• a 21 :rear old fighting man Who -
became a citizen! yeara ago. He is wearing the Purpl e Heart 

with two oak lear clusters, and The Silver Star , whioh wae -
awarded him tor knocking out two machine gun nests i n Germany . 

Private First Class Henry Jahn. - JAHN ••• 

Nine years ago I was a full-fledged member or the Hitler Youth 

in the Tburingen diatriot or Germany . I was 12 years old. I t 
1#.£;.' 

wae easy f or aeA to believe the llad theory or a super raoe . ._.. 

. I KOROENTHAU. '. 

Henr.r, how did you reoonoi l e the Nazi doctrine to American -prinoiplee or liberty when you arrived beret 

JAHN1 • • 

llr . Beoretary, tlllllllllllllllll~, it wae hard to get rid of 

the ideas that had been pounded 1nto ~head tor a1x years . I 

waa surpr1eed at ay rather'• tr1endsh1p with h1s Jew1ah ne1ghbora. 

In Germany that was •verboten . • 

( llORGEHTHAU •• \ 

What was the tlrst thing you 7 d1d When you arrived, Henryt -
JAHN ••• 

f1 y/~-f}rp01' 
._ t ook ae to the top ot the lap1re State Building where we oould 

aee al l or Jlew York. Then -:r rather aa14: 1 Aaer1oana are a great 

people. They build o1t1ea 11ke th1e aoroaa the country. But 

• even greater than that , eon, they are a tree people -- (llUSIC 

BNEAI) -- tree t o woreh1p aa they please, aate the1r own trlenda 
• 

• 
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to think thetr own thoughts.• Just fro• talktng t o -r father 

and aee1ng bow Aaer1oana lt•ad, I beoaae oonYinoed part1oularly 

after l1Y1ng 1n Geraanr that there wae only one oountry for ae - ­

the United 8tatee. 

(MUSIC TO FINISH) 
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(IIIUSIC AND UNDER) 

t MORGEHTHAU . • • , 

In 1783, Benjaa1n rrankl1n eaw Par1e 1 e t1ret balloon aeoena1on . . 
11th t~-reach1ng v1eion, he realized he had eeen a w~l~-ehaking 

experiment. And later he wrote •••• 

VOICE •••• 

'l'h1e dieoover:y au give a new turn to huaan affaire •.• convincing 

eovere1gne ot the toll:y ot ware . Ten thousand men deecend1ng 

troa the cloude a1ght do a deal ot a1ech1et before a force could 

be brought to repel thea. 

(MUSIC HITS AND UNDER) 

""'\-M-ORG_ E.NTHA_. -U-.-.. ) 
It 11 •e•;1ng to think that~ ot that propheo:y

1
aade when 

no one had dreaaed ot war troa the a1rJ has come the !-29 Super­

fortress. WE THE PEOPLE'• next gueet waa 1n command ot the -B-29 1 a 1n Oh1na.>when the:y aade their t1ret raid over Japll\. -·-
He ie MaJor General ~e~h B. Wolfe. And right now he'e at 

a 111crophone 1n Da:yton, 
5 fS' fi!. V/ C. £ 

Oh1o, headquarter• tor the Air ~c?NtcR£ -
Co111111and - - ot which he1 e ~)Oh~ ot Eng1neer1ng and 

Procurement. General Wolfe. 

GENERAL WOLFE • •• 

Thank :you, Kr. Secretar;y . I think all ot 7ou reaeaber the 

date ot the B-29'• tiret r a1d on Japan-- June l&th, 1944. 

Onl7 three dar• ago, eupertorte bombed Japan'• Nago:ya aircraft 

plant, and aade a heav:y dent 1n the enea;y1 e ab1l it:y t o inter­

cept the great Navy carrier drite ot the following da7. _. 

• 
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America has a ri ght to be proud of the B-29 • • • and of the l i ttle-known 
n most r esponsible for her 

Curtis l'i ells, Chief c!:ngi ne er 

design and engineering ~ork . Be's 4dward 
of Boeing Aircraft . .,\f'e at Wright Fi eld 

rel y on td Wells for the answers to many of our questions. Right 
now i t 1 s i11Y ;>leasure t o reveal to t h'3 peopl e of America that ~ VI ells 
i s the wi nner of the Fawcett Avi a t i on Awar d for 1944. This award is 
presented every year by the Fawcett Public~tions to the p erson making 
the greatest s cient! fie contribu tion to aviation . Wi th it goes a 
handsome trophy and a check for one thousand dollars . Ri ght now, Mr. 
Well s is with Secretary Morgenthau at W8 rae P~PL6 1 s Philad <:ll phia 
tni.: r ophone . ed -- 1 wi sh I could be there to shake your hand personally. 
But I ' ll do t ha t l ater. llleant i!lle my heartiest coneratulattons . 

( Yt'6LLS • ••• 

'fhank you, General Wolfe . And my thttnks also to Fawcett Publica t i ons . 
rhe honor r eally fall s to the thousands of men and women a t 6o dng -
and t o men like General Wol fe who carried the superforts into action. 

\II. C. RG e.•H i!AU • •• ~ 
Kr . Wells -- Will you tell us something of hpw the B- 29 came into being? 

¥f rl.L5 • ••• 

l'iell , Mr . Korgenthau, the fa ther of the 8-29 was the Boeing Flying 
For tress. And that plane was bern when the Army invited aircraft plants 
to enter a competi tion for multi- engine ships. I n 1935 she set a world ' s 
record, flying from Seattle to Day ton, to enter the Ar111y At r Corps ' 
competitive trials. Conceiv ed seven years before Pearl Harbor\ t he 
Flying For tress more th.an any oth.er plane, antJci pated t he global task 
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But l ater you went ahead to develop an even ~ater plane -the 
B-29. 

lJELLS •• . 

Yea -- 1t waa our anawer to the need for a long range bo•ber 

that oould operate 1n the aubatratoaphere. When ita war Job 

ia oo~leted , the B-29 will be the auper-luxurT oru1aer ot the 
postwar world. 

l ~ORGENTHAU • • } 

And as a military weapon, let us hope the B-29 will help to t~lf~ll 

Franklin's prediction-- convincing ao~1~na)like Hiroh1toJand 

diotatora , l ike Hitler, ot the~ ot at1rr1ng up ware . 
( MUSIC TO FINISH) (SEGUE) 
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1 UNDER 

{ loiOitGEllrHAU ) •• 

hund r ed years a (.O, when Philadelphia was in its inf anc y , the hub of 

the c ity was the c orner ox" 2nd and Market . A court house s t ood on t hat 

and 100 ;>aces !' rom there , Chr 1st Church , 1 t.s 80 root tower 

a Eh&dow across the hear t o x" the c1ty , SUndays orought a good 

~any people to Chris t Church - Betsy Rose , General washington . And 

often wl th them came danjllm1n Pranklln . It was on t.he c;rounds of this 

Chr i st Church thut t'ranklln was burled . Rlt>)1 t now I' d l1ke you to meet 

t he sexton o f that chur ch . He ' s Mr . Harvey Mer tz and he's waiting to 

speak to you direct fro~ ol~ Chr ist Church lteelf. 

(SWITCH ro CHRIST CHU~CH) 

• 
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t.:ERTZ ... 

f1 Thank you Mr. Morgenthau. I'm s t anding on a platform half 

( 

way up the tower of Christ Church. Benjamin Franklin helped 

to build this tower to house our belle. For 31 years I 've 

rung t hose bells , and tor 161 years before me other sextons 

have rung them . Back in 1754 they were brought to this church 

from England. And during the British occupation they were 

taken away and hidden to keep t hem from being melted down 

tor ammuni t i on by t he British, but t hey were restore~ in t i me 

to peal forth the Declaration or Independence. Right now, on 

this Sunday evening, I ' d like the bells or Christ Church t o 

ring out for WE THE PEOPLE all over the country. 

(BELLS PEAL) 

(SWITCH TO I Rvi NE HALL) 

(ON CUE) r MORGENTHAU . • \ 

Thank you Harvey Mertz. 

(IWSIC) 
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(MUSIC & UNDER) 

\ eyxGEN'fHAb. 1} 

On a r_amous bus t or Benj amin Fr8nkl1n made during hi e lire time I 

t here ia ~ inscription: "He snatched the t hunderbolt from 

hea ven, t he eceotre fro m tyrants.• Today t here ere mill i ons -
or fighting Americana snatching t he sceptres from the tyrants 

1n Germany and Japan. Here 1e Lieutena nt Joseph McCabe, 

u. s . Naval Reserve, who ha s Just r e turned from the Ph111pp1nes. -
MCCABE ... 

I wae a pa trol plene commander with the Black Cat Squadron i n 
sank 

the South Pac1r1c. The Bl ack Cats/tour hundred thousand tone 

or Jap ships. You see, e1r, we concentrate on night s hi pping 

att6cke. One night, orr Leyte, f og had completely obscured 

t he moon. Suddenly , the moon broke through the f og , and we 

( round ourselves heeding straight for the mast or a Jap 

mercha nt ship . We swung away Just in time, but we dropped a 

bomb dead center on the ship and sank her . 

\ 'v.oRGENTHAilj . 

~>'ell, lad1e s and gentl emen-- t hat's one - or t he many heroes 

Philadelphia has pr oduced. And now I ' d like you to meet two -
members or our ar med forces who grew up together in a 

Phi l adelphia suburb -- Lieutenant Carleton ~e, or t he Y~ 

Cor ps, and pretty Lieut. Phyllis Rowand or t he Army Nurse 

Corpe. Lt. Rowand. 

HO',iAND .• • 

Mr . Secr etary, Carl eton was my beau all through school until 

April , 1941, when I vol unteered aa en Army nurse, and I was 

( ) sent over seas. 
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RUE ••• 

Ye s , the next thing I knew, I got a letter r r om her from the 

Canal Zone. The letter was two pages l ong but the oen sor 

only left about four worde in i t. 

RO'o'AND •.• 

Bu t I sent you another l etter ss soon as 1 reached Helbour ne. 

rtUE •. • 

That ' s r i ght. 1 got it just before we were shi pped to invade 

l.l • 

.. ·-- . 
. .. ,. . . 

(3 41' II YEAR L lf7tr~ ~-<R. /Yfolf 'E~I'IAII, I li'ILT 
~ her in Melbourde. Do you r emember, Phyllis? 

iiOWAND ... 

It Do I remember? You see, Mr. Secretary, we got marri ed in 

Melbourne. 

( io.ORq:sNTHAU •• • j 
nnd you got a honeymoon trip home t o Philadelphi a? 

HOWA:-ID ..• 

Not exactly, I was sent back t o Fort Dix af t er 35 mont hs 

l._..-1J~e--~~~ .... .-. overs eas . Car l • 
7 111 j & t he Philadel phia 

Navel Hospi tal. You see, last Sept ember, he was wounded by 

a Jap on Peleliu. As some of hie men tried t o help him off 

with h1e bel t, eno t her Jap tossed e grenade right in t he middle 

or them. Car l fel l on t he grenade and saved t he llvee or 

t hree of hie men but i t t ore hi m up eo badly , they had t o send 

him here -- it 1 a sort of a delayed honeymoon t or us . 

61r~/ 
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\ l:ORGEjiiftAu, \. 

\iell , congr~at1ona to you, Lleutenant Rouh - - because I ' ve 

hear d that you've been recomme nded to r ecelve a h1ph honor, -Great happiness to you both on your belated honeymoon. -
(MUSI C - CLn~AIN) 
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O.oRGprnwJ. 
I f Benjaain Fr anklin were priYil eged to i ntroduce our nex t guest , -
I bel ieYe be aigh t r epeat eoaet hing he once ea1dl •ot all t he 

enYiable th1ng e Engl and has , I en.,- 1 t aoet 1 t s people . 1 r or -
our guest 1e one ot Engl and '• beet - loYed people, known in t he -
t our corner• of the wor l d ae a great entertainer , and to the 

f1gh t1ng t or oee ot t h e All1ee as an aabaaeador of ~od cheer. 

Ton1ght she aakee her t~t nat i onal r adio broadcast , e1noe 

her arr 1Yal 1n t hie oountrr. Miee Beat rice Lill ie . -
( APPLAUSJ: ) 

KISS Ln.LIE, ,, 

'!'hank :you, Mr. SeoretarT . '!'hat audience reception b r 1nge a gred 

f eeling of noet algia t o ae. Of oouree, I aeu the woo-woo and 

the (SHE WHISTLES) 

( IIORG§Wr .. \ 
M1ee L1111e, we are ~t eager t o hear of Tour war exper1enoee. 

KISS LILLIE. , • 

Well, Kr. Korgent hau, I Y1eUe4 troope all OYer .ltl'loa. I 

r eaeaber part10ularlJ !Wl11 . I elept in the bed '~~At t he ••z1 

general, Von .lrnhea, had ooouplld. Our troope had r14 fwl1e 

of the ••z1e but I eoon 41eoonre4 t1u11r bwa~ s ot r14 of 1111 

the peete . OYer the bed wae oae of thoee nett11111 to keep ae 

ao equ1 toea ot t . But the 1101qQ1 toll a1W&T8 pt aa4er llle net f1ret. 

8o I elept on top. It wae 1D Atl'1oa I h&4 rq f1ret 1Dtro4uot1oa 

to 70111' .U.r1ou CJ . I . h . Oae 4-r an .U.r1oe eo141er .... ap 

to ae aD4 ea14, ••1•• L1111e, are 10• Juet .. t•l'ta!Diae ae 11'1t1~te 
• I ea14, ••at1U"a117 110t. ~ to 
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MIBS LILLIE (CONTIIUED) 

you aek? 1 With that typioal Yankee oome-on be said , •well 

we l ike you too, and tbere•a no room tor ua in the theatre. • 

I told him our troupe would do a speoial performance t or them 

that afternoon. Hie taoe broke into a grin and he eaid, 'Now 

you're bu~~in' , ooue1n. 1 

\''"x,_o_R9_iN_'l'JW1 __ .l. 
llies LUlie, after D-Day did you get oTer to the oontinent1 - - -

lliSS LILLI I ..• 

Oh yea! I 1ll never forget your magnificent General Eisenhower. 

We 1 d had a very full day -- tour performances. Later, after 

a supper . General Eisenhower gave ue , he eaid he felt we had 

done en.ough t or one day and that now he wo~d entertain ue. 

And believe it or not, llr. Secretary , he did. General 

Eisenhower played the piano. And rather good , tool 

l IIORGENTHAU \ 

ll1se Lillie, I understand you arriTed in the United Statee 

on a lhip oarryin& a nuaber or Allerioan woUJided. 

KISS LILLI I:. , , 

Yes, and I IIUet 1&7 they kept •• rather bue:r. If I ehould 

go on deck tor a bit of trelh air , the aen would thlnlt or eoae 

aouee . to get ae down to the hoep1ta1 baye again. l'or 1utanoe, 

one day one of your lade eald, 'We' Tl got a bet on W1 tb the aea 

in the next bay . It you're oYer 38, we've loet.• I ea14, •well, 

eonn:r, :rou' •e loet. 1 You kllow, llr. llorgen\:bau, hoepUal tOUI"I 

haTe a1waye been the aoet 41ff1oult for • · I alWQ'I th1nlt 1 

lban t t 1&7 the l'1£}1t thlJII, but IOIMhOW U alWQ'I 001181 Off all 

r141ht. 
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l ;RGEM!J!AU I:\ 
I 1a sure it does. And, Mies Lillie, I want you to know how 

happ7 I am to aeet you tonight and to hear your war experience. 
RoM'l 1"1 T-.e "f\<•F"-

M1 eonJ\ who • now has spoken often of ro~ ·and rour 
Ro'oea:T --

gallant r oung eon,..who was l oet eaTing aoae of hie ooapani ona, .. 

r ow I know all are l ooking forward t o hearil'18 rou a1ng one of -
the songe that has lightened the heart& of !2 aanr thousand 

Br1t1eh Toam1ee and Amer ican G.I . 1 e . 

(MISS LILLII:l SONG) 

( APPLAUSE) 

(MUSIC) 

-
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It was just 10 years ego t hat the government put on sale the 

f irst Baby bonds. These Bonds meant ·a ~t deal to me 

they had lcng been one or my f avor ite 1de&s . For to me tney 

symbol ized democratic finance at its beat; --here waa a Bond - -
that the aver age American could buy , to help h~lf and 

help his gover~ent. I even hoped that a~day 1aa many ae 

5 million Americans might invest in t nese Bonds . - --
~one could have dreamt , at the t1me , t he t e day w~d soon co~e 

when these Baby Bonds would become Detense Bonde , and then 

~ar Bond e. That they would be one of our ~t means for -
financ i ng our fi ght for aur viva1Jin a vo~unts:y, democratic and 

non- inflationary manner. Yet, t hat i s exactly what t hese 

41t Bonde ere -- and instead of ~million , over 85 milli on 

Amer icana have pur chased t hem. Had we planned i t f or the 

0 
events to f ollow, a. better Job could not have been done ... 

'f 11 toL~ ~ ~ -'':· =· ==ll=!=St:~8~}i~~·~·';t( / Ben Franklin m1gnt ha-ierna~ - _ three gueete i n mind when 

he said , "Get what you can, and what you get hold." For -when the government put on ~e t he fir st Baby Bonde that were 

i seued 10 years ago , they were a mong those who bougbt them. - -
Tonight I ' d like you to meet three of these people . The first 

ie Mr. Harold 8. Daniel a . Mr . Daniel a, llll8.t do :rou do here 

1n Pn1ladelphia? 
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DAtHELS ... 

I ' m with t he 'Gar Manpower Commission , Mr. Secret~try, out a t 

the Phi l sdelphla Naval Hospital. 

\ MORGENTHAU. , J 
How many of those Bonde did ~ buy in 1935 , Hr. Daniela? 

DANIELS ... 

Two of t hem. And I've been buying Bonde ever since. You see, 

I was in t he l ast war. My eon and eon-in-law are ln this wer. 

I know what war la like and I also know t hat buying Bonde 

wil : help -- and I can't think o f a better plan than thla 

way of saving my money and having 1t work for freedom at the 

same time. 

{ MORGENTHAU .. :\ 

Nei ther could I. Back in 1935, thousands of f arsighted 

Ameri cans began t o put their eavinge i n Baby Bonde. That 

was the year , you'll remember, when Japan started the year 

off by repudiating the Washington Naval Treaty ••• when Hitler's 

gangster government officially adopted the most dreaded symbol -ot our t imee , t he ewastlka. 

Those Bsb:r Bon.ds haTe been doing double dut:r since .._193() -

t hey' ve helped t he OoTernment, and hel ped their owners . 'The 

pr oper use or mone:r•, as Ben J'ranltl1n deolare4, 1 1e all the - -
adTantage there 1e in haTing it 1 • Well , he'd oer ta1nl:r agree -t hat :rou, Mr . Daniele, and thoueande or othere like ;roureelt, - -
haTe ueed ;your 110ne:r well - and t o the beet -.!YaD'IIP· - -

DdiiLS • • • 

Mr. Seoretar:r, I'd like :rou to .. e, Ore'oheD rue-e. 
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Hello, Gretchen . 

FUGES ••• 

How do you do, Mr. Morgenthau. 

\ I>!ORGENTrlAU .} 

How old are you, Gr etchen? 

FUGES ••• 

I'm 11, sir. 

( !~ORGENTHAU •• • ~ 
Well, Gretchen, you mus t have been just one year old when t he -Bonds came out. How did you get yours? 

FUGES ••• 

It wss a birthday or esent for roy first birthday . Tbe Bond 

and me Bort of grew up together. 

(MOROENTHAU • • ~ 

Well , in Just a few weeks, Gretchen, that Bond will mature 
· ifCJ~VE 

and you will ..._ $g5. What do you think you ' ll do with all ... -
that money? 

f'UGES .. . 

Why, I'm going to put 1t right back 1n Var Bonds. Uncle Sea 

needs the money ~ more than ever - and, or course, we all 

ought to help. 

\ MOROENTHAU \ 
Fo"' ~\,\,Of :Jo.~ 

Congratu1aUona, Gretchen. Ancl ber.'• aoaeth1q~o NMaber, 

too: fOUl' original $18.75 Babf Bond baa nov P'OWD to f 26. - -
And your $25 during the next 10 faara w111 grow tofl3.31. - -
~ .. ana, bf 1~ fOUl' or1g1oal fl8.75 wlll bave laor.a..S 

bf over 77 per oent . Jaat th1Dit ot lt, bf oYer 77 per oeat I - -
F'l-'O '""'·~ ~ \...o"" f~"\ot.l•j. 
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F'UGES ••• 

lit 11 s ht ' t :'t &sugkl me me: e. Now here's e man I want 

you t o meet, ~~. Mor genthau . Be buys Bonde t oo . Hie name's 

Mr. Damieni. -- ---DAMlANI .. • 

__,..../ 

"" 
mlnd telling 

ue how old you are? -

buying Bonde in 

'r{beo I 'l•et oa·e •••• Ito& ttal;, 1 crr·k•4 'n O'ehel • h•r• 

I wee a tailor, and every dey at lunch time 

I used t o go over to the poet ott1oe. The men that worked 

there t old me about the Bonde. I was t hen 70 years old and 

I thought that eoon I'd be getting to be an old aan and I 

shoul d have eome eeourity . So I bought eo .. ot the Bonde. 

That wae ten year s ago - and I've kept on ever e1noe. Firat 

it was Baby Bonde, then Defense Bonde, now War Bonde - end 

I've got every one I bought too. Leettae h··t ·ex, 7 ·en 
••• 't·s h"f'DI t>·za ••••• me 'b• CPS •••• ' ''% I usa 
doW.. I ' 11 be all eet 1f a ra1ny day oo .. e aloq. 
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r 140RGEN'I'HAU \ 

That's e~tl} what they're for , Mr. Damiani. They're helpi ng 

to see the country through its stormiest days, and they' ll be 

t here to help people like y~eelf, should the need ever arise . 

These Bonde are t or the young - they ' r e tor the old - they're 

ror e!!:ybody . 

Back i n March, 1935, t~a~de of Americans invested 27 mill i on 

dollars 1n Baby Bonde. In a few daye now, t~oee Bonde will 

mature - and these thousands or Americans w111 receive 36 mil l ion -
4 dollars 

$~'.A~\ 
~··'~·-· , when Je were etruggling for treedoa 1

and trying 'o 
build a bet ter world, Franklin eaid something that ie ae t~ 

todaY ae it was thenl •we ebould ~ imag1De oureelvee alreadT 

in peaoe . War aay et1ll oontlnue longer Ulan we expeot . Our - ~ 

people certainly ought \o do ~ ror tb .. eelv.. . It 1e abeurd, 

pretending t o be lover• of liberty While we grudge paying for 

t he defenee or lt.• 
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(BOULTON: WE THE PEOPLE SPEAX) 

(MUSIC: THEME UP AND DOWN) 

BOULTON 

Our th!lnke t o t he University or Penneylvenia for their 

hoepitlllity and to t he Secretary or the Treasury, The Honor­

able Henry Morgenthau, Jr . , for being with us tonight. Next 

week at this same time, the GULF OIL COMPANIES and your 

neignborhood GOOD GULF DEALERS will being you another exciti ng 

pr ogram ••• of r eal people with real experiences. And wi th 

them, Oscar Bradley's music • . eo remember 

t his same time wnen THE GULF OIL COMPANIES 

listen in at 

llnd :your 

neighborhood GOOD GULF DEALERS ••• present ••• WE THE PEOPLE. 

Music for WE Tl!E PEOPLE 18 b)' Oaoar Bradley. Thie ia Milo 

Boulton speaking for the GULF OIL COMPANIES saying goodb:ye 

until next Sunday night when WE THE PEOPLE SPE.U! 

(MUSI C THEME UP TO FILL) · 

Thia 1& CBS, THE COLUMBIA BROADCASTING SXSTEM. 
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AJIC ' II • ( C 0 I I 1: li c I A !..) 

811~kl aareaa.l l uq-J to4oJ 1 ••• a pereoaal 

•11•¥• t o hll VoOJII Plllcllaa ahead ap1Mt. raUWJr b.oaYJ oeraaa 
IPJIMl\10. t.wud Ulll kAiM IM t.)l8 1\...... •flao t.orrlflo IV.OOIIIOI 

of •• lhaali- J;Uloe, • )18 laid, •a.~• • .,,,., Yllt.or, la •l•t.. l o 

DOW MYI - t o t bo l 11t IUI4 1'1Dal ._.. • n, tor t.lle IIDoallnt. 

llln.• 

'l'bl , ..... ., llll 2lat ...,. ....... _... ·--

298 

( tolalr N.t.Ut.ac ,....... 'foMJ U..J 1t01'Md t.bro ,., tile nt.or .. , .... , 

ot o.e, • ar ao ... a ,_ bono• tbla aD4 tbo hMM. . ,, 1t. •• 

o'll~lou cloepUo t.bt IIIUMr ba\Uo tM Coaadlaae ...a UrUllll • oro 

.. l lal h t.)l8 ' DOI'\b IUI4 Ulll t.Wo••llo ~11DCO t.b.ot. \be ._1'1 ... !blrd 

Arlq ... todaJ 1Dt.o OOra . .,t I U fol McnmtalDo OD a 2a-J.l o troD\, 

t.llat. t.llo Al.Uod araloe la t.M woot. woN Dot Cl\llt.l , ... , rot. tw t.M 

lmooa-t. ltln. J.a faot., •- of t.llle ,_..,,,po .. CNl\1 at. Ulll treDt. are 

.... ol ...... Uibia .,.u , ....... 11. t.Mlr .. , __ • 

••• kll.,._ II t.llle u aa'lllod t.odaJ , ... t.M 

l lnll rr., tbat. •• 11l1ood • pl ... •..-t.aur 'IIJ 11ft at.rlldac la u. 
••• , ........ --- d., ........ dll-... llod ....... , ... b ..... , 

....- " •-..lr t.M1r laaun Fftllt.. •>J• taU•• t.o ovl.M: 111e ••11 

f,/u• ••'lllod t.lll l aala t.o at.Mt.Uao ... rnru aiM t.Mlr u-. l'lla 

t.M -..t. Al.U .. -• •-•· • a. aap, •t.a. ft.pt.t.ac lo pl .. t.e 'Ill 

..aaa Mr1er --.. U •U. MWI 'II- a 1M •ste ... wa.. o..tut.• 

,.. ... u ....... ... ....... . 
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llov. -r huo aou .. • cbac ~111urroapor\a 

-.Mabo U..\ U. ... alaaa lD ~lr p.roMaC ottoaaho ban caaa 

..,.. M\ \a au .. \M ca.- \o o~U1ao or •~•• ro-oa\all1hh a 

ooat1n ... t••c 1D tlao oaa\, \'MC la - of Cba ..-aoae CMJ HJ, 

w11J cbo llftloc ottoaaho ooacs.-a co roll ••• 

'l'bll Ro4 Ara, o-aMra hlC •• aooc• bar4 

•• \boa whop ,._ ou·-u woa~tea ... , .... Mac• la or4or to nab ••-

lator•••w co,..,. tlra\ ••• tae kMalaao hl\ •• Ulo woo_.. oer.a. 

troac. Ot OOIU'ao, a &OM 4ool ot CIM \IM l\ 1Mlu •• ~'lll&h cllll 

... loCo WoN a C\aolll ll,! ID oo~ora1 fi'•U aC oaao • 'l'o4aJ, tor laa\aaao, 

Cbe 41a .. \aMa apoall of at.a anac baCUla JOqlaa al.-a CIM 800~1o 

&aawl'll ~c. 1..U.oau ........ u..c 1&1'~ ZB!l" who pauM •-

( '' aUoa 4M oaac of llerlla, lla4 - woupc 'Ill) Nlat•-••U an4 

.._,u .. ••• ••• roa4J tor a Ill. a ltno cbrov.p co tba oap1\al l wolf • 

.Ill • • la • -Ill ba"•• .. a1Uoa to de oo \baa ••• be roaolle4 tM 04ar 

1>1~.,. U.• Mwo• bacna a811 Fraallt-C •-• wo woella .... 'fball co .. 
lila" •n-04 • Mar11a "'al.4 ba'l'o oa•a ... ro4 hl• tl•~lar hla ooUoac 

... a DArrow •••. Ia '" ,.n hrS.lpc ho baa oiled ... •o• .... 

..- te u. -ua , ...... 8\ocUa, •• • &M4 4oal ..,.. r- co u.. 

-u w~~en , ... , Cllll arUJ.1er7 or ..,.allel a-.'• a..., ... aMll1ae 

\M GM=•a ohnate\Aa fill Ooc cllu oa4 fiU.a wllltll" Uo .. ,.eaiaaee1r 

SO Ill~• ••\Man ot Merua. 

1'W,a ----~,. 1• elM aaoter .co wacob ca.sa 

-•· t• a. ro .. ,._ .. s.a .. aro • oU woo\ of t.M OMr llhor oM 

ba .... \Ma ....... u. 1o M • c.._. lloU at torvooooo n• .. 

taoo .., ... al at )•• al-. \M 04el' .,._. .... ..,..., ... ~•aula. n • • 

la *lo rop•, oaltlo& X.1ol Del.IIM, •• .............. , 1a .. _ \MaJ, 

*' ~ _, 11o altlo ce .vu. • .... al 'l" ac \M Jl .. lo 4otoaM 
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Ia 1 '-lJ, O.iMral clark -aa••i-4 r•-'•..._J 

'u' a Qei'IUa o1\1141'a .. l alCiat lila ,_, ... ,. 'fb.la ••Ill• a;aplalll wbJ 

U. Allla4 Air J'oraa paWI'4aJ P•' aeH Ulaa 2000 ,pl.allaa la ,... dJ' 

\a 'lllaa' ....... o\bar t~, Gai'IUa aaoape ... '"'• , .... ...,.. tka Alpa. 

YM rall llaw tbrft&Jl \M »reuar Paaa •• ••• la ~0 plaa ... 

1~ Ga..anl Olark au pra'l'aDt 'lla Qe..ana &oa 

olUulraol~~& 'ba 'INlll ot t.llalr 2~ 4hlalaaa lll UalJ', aa. olll oar\alDlJ 

Mlp llo\ll \lla • ._ .. laaa •• Oaaral Jl,'.laaabOwar, tor tba Oar.ana 'llla41J 

awa4 ~·• 4l'l'lal•• Oil \ball' ·u awra allll Vtaatara &Oilta. 

It•• a'll'l'lna troa taw oar a••• Oil 'lllotb \lla 

liaawra all4 lllaawra tr-.h that tba IMJt' tao oaaaa oUl 'lila analal 

· C ••• la tbla oar. .till\ lt roa atop to \lllnlr. at l\, lt•a aba onloua 

\ba\ \be IM&t tao oaua •• aoatlla olU abo 'lila onalal tor \ba paaaa • 

.lJl4 tllla la - r• ,.,... tor Aaarlaa, tor , .. allll •• \Ilea tar a117 ot.llar 

aatlae a..S paapla 1a \M oarl4. WllJ le tlllaf A aa.aat• ~atlaotiloa 

P"• \ba lliiPar. 

lteiall't •~•h ot a pra'llllaa tor R•aala ar tor 

\M Rual.... I M\ &\ella aaJW 'lllaek la 11oeooo _._, ~ka Oaka, 

• ...,.., '1&1\a, olll M Ula lao. Mr.ca.ralalll aaaoa \Jia\ U aa. ,,.... ••• 

aaaap\lai Ula lallara et Ula \oa a~an-a, Ula AlrlUah Pa!Pll••• 

olU ••• Ua a,....al wa,..l•'•I'J• Haft la ._lea l\1 a 4ltter••• 
..... a• pei'UalpaU• la uaa ,__ ,.. ..... 'lila ... ,._. liJ ~,.., n 
alU._a,.. .,..,.. w au 1a .._ uu•• ataMa b-.., .. s laaa ••• 

... ...,. •• ,. .... , alUt.a d ,..._ la Ule ,.. 1••aM.\aa •• a\Mra 

._..._, eel¥ a 1M tlllanat la .._ na• ... , ... ,.. a...U pt JJ 

- _._. •Ill •• ,.. ...... "•' a uar •n•itr at ta. Aaarl ... 

,..~.. 7.., arsl• • • u ••- \M ,..... _. ...-- ._, 

u •••• u * ......_ ~~ .... -. .-u •• ,. ..... .._. tMrt 
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W :U. LUil L , Sill Rl'll 
2/18/l.~ - 4 -

M.a'fo tboJ &hoa aaoh t.llo•~ " tl:le pi'M1• .r ourlthlae-eaJ. tor 
poooo - &Mft a UlouoD4ta of au~ 'heJ''fo IN841lJ our lfloa4 tor 
11&1'1 

(;.._...._.. Ooorp 11 . llaMa of 'l'o:aao, - •o o 

rather o\&I'UlJII apoou oa tho oabJod 1a t.bl COII&J'• .. tbo o~er MJ• 

llo oo14 ao' -•• ~ 100,000 •-l'loa olUaou he'fo •••r roa4Ul J 
ot.d1e4 ~· JWaar\oD .:la.ko pl.all for oorU poaoo, 11o t boraforo f1pre4 

Uat; •- 1~8,000,000 AaorlCOil oU1aou ba'fo a"or Had nar oooa , ... 

poaoo propooalo. Au J• t tor po4 .... UJ'O he oalow.l&~" ~' ~oro 

aft prollalllJ 100,000,000 o1Uaou •o ba'fo DO'far "" \be .lUoaUo 
ca.rt.or ODd tbo f ul l brl&bti &ft4 ~oaaollJ rooolu~lona on world poooo. 

,. .. JO'• t)la Uao for t.bl Aaer1oaa poopl o \o aako ap \heir a1a4a h 

II" ober' I bada 1 ~ roa11oo4 aJMlf 'UiUl JUkr­

lloJ• rookl'lloJ 1 Nil laM a pooU ao roa1ado4 ••· ot •-ao, 1a 

tala ·-~ •• 4oa•t tako ou pooto YOI'J o orlo .. 1J• T'boJ'" too 
1QrooUoal •• UliJIII:, Tblo poot oo14, "4e JOB roal lao t)la .a..erloaa 

,_..u ••• oalJ •- 1~ ooolta t u •Ito up Uleil' alllllo .-..~ o)laUMJ' 
M ,arUolpno la UM poaoot • 1 baa • ~. aad t ooko4 llda ~o uplala. 
" l oll, • lie oa14l, •u.. blMil l aUou oolllfo-• opou la s aa l'ftll01ooo 

~ 15· n •11.1 leot -.., a -•· oq, M ~ a,. u olll .... 
,.. ~ n~ ~- ,., ~ ,..._. .... w .... u, •PA.U•U••· n. 
U wlU M •• M \M UIIUM 1\aMo a...M, J••' 1' or oowoou t-

-·· 
..sa. ...... ~ llol'"- la .... AaU'lMa ....... ,. 

., ... , trl.-ll _.. .... U.U lt ... "-rloaa •o..U _.. .. UM1r alJIIIo 

.. Job .... , ,. Jaia _.. -u .. , a' aat.loa *'• -x~t ..... -
oMMO ot •.S• •• tfta , ... lot• aJ ..,.., .._, \M ._ .. wnlt 
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Wl.W.I U 1.. • IUII IiiUl 
l/18/&., - s -
PNUJ ••U ratlaat Ula poaplA w1 .... .loh.all:r, ot oHI'M, " .._1-
.... •e ....... P'•t tvlliaa pOlltt 1• . .... kla\ti'J, SUt . ..... 

-u ..... '•• t.llll wwl._ talu ... O.lartoa oau ahe - .,~ 

t.al'J •• daDMa •• •&• 1a wld.u MU aaUoa pallo wut 1t ••• .,.,._... 
ual.uholJ 1 •• own oeltloh pel1e1oa all4 011 .. IIJ aoU111i a l .aecl "P l a 

a -.. ... .... ....... Ia Uo plaoa \.IIIIJ' otter u appert\IDltJ' fer 

t.llll n •U- t o .. , 1Js • -er• w lr."P tiM p•oe ... • l UUa .. eeaar. 

It, ao OU' . ... - •• -· la4N4 lloth -
peUU•l putS.a uwe 1.-loatM, .. lala *1• oeaaert of Jlatloaa, 

what .... lt a eaD to Aa erlaat I t aeuo •e'we paaM4 a araat tvallla 

,.a, 1a- tal'elp pell.aJ, 1\ . .... t.llllt tbe le~~& par l .. ••• •• 

aNabM f- \M d .. l lJI&a, P'" a4w1ae wt weH atra14 to llaok lt -.p, 
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.... u wlU howe. Jltpt ... lt ••aa fer " • 1•r1 .... twe "''Ill• 
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2/l8A~ -' -
1atornat1oaol 1'1ill&llo1al ou o a wb1oh lo oao o.r \ bo br..-oro ot war. 

llat.'allJ, Ulo propooaJ.a •••t nlt OYOI'JOOO, bora or abr.... lieN 

at -..o •- o .r our •au•o oro .ror tM world ._,. nt waat CoQ&rooo 

to ellaluto t)lo propooal tor a aoooto.J'7 1'1uld. ~bo nbJoot 1o auoh 

too \ooha1oal tor aoro ot uo • llo 4ftbt ..,. llukoro 4o boYo a pol at, 

llllt 1o aet \bo aoot S..p•taat polat tllat aow that W. aoU•o uya 

0£1'"4 •• tho .. ttor wo oho.:l.ll aot torp ... \bio tll'ot ohaaoo to ..... 

tbat h •hruUo•l ooepora \loa 1o poullllio • P• 1t wo or ~ oUiol' 

aau ... torpo4o wut H : uooa• t llko or What •- ~ lh pr1Yato 111-

torooh 4oa' t llko, falllto4 a otloD 111 thlo world wlll bo Sapoutblo 

aa4 a l aotlllC poaoo wlll 1'0-la aOI'OlJ a 41'0aa botWOOD tho W OI'Oo 

\'llto ot oouoo aoo• .rar a 11 oftlltrtoo. oae 

( 11 aot oao•ra&e4 b7 t ho aowo .r .... Pula \o4aJ tbot Ooa•al Do Oa1Ul o 

hoa rotwa .. to a oot Prooldoat llooooyalt. 0111o con l&Dd•otand tho aoa­

oral I 8 raOOD\aODt tllat bo WOO DOt 111Y1 toll t o tho Cr1Ma COilfOrODIO, 

alii& t bOI'O a q OYOD IIO e • othlA& la tba I'Opol'\ tbo\ lt -· I J"o ROOIOYOl \ 

*• lUll aoet to lloop b1a out. Bat t hb 1a ao tiM tor ah&YlaaloUo 

O¥lklftl• WhetOYOI' WI'O ... WO h&YO 4•o h'&M .. lt aipt llo r-UOI'04 

1a "arlo tM.t wo b.••• aloe Utlaratoll her/ tr• \1M oo,.... u4 tut wo 

.,.. aaa.t•• to holp bar •••l• hor Ol4 otl'~ aa4 tMo ...., part u 

a .. lor powor ... la. 

lt 11111 111ot 11o our, .. o oaa • •• all'oo4r, tor 
tllo •U- to WOI'Il t .. o\Mr lll \be DOW poaao. Jl•t 1t ~OJ 40Dit \boJ 

118o• t11o aU••tho to ••· 

POl' tile Ut.S.M aU.tpt 4aJ, AMrloaa MttlMallpo, 

C u.laora aa4 40atro,.r a, lloo"fllJ ._.. ...... 1• JS.. U l aad kt tbaro 

•• ao ooats-uoa ,.. tr• ..,. alM .. , wo ha4 ,., trtad to laa4 0111 

tile ll "~ 1al&a4 no alloa .... el t*J.. .... ..... roa&J. n ••• 
an •llltSotoaur ..,.._. 
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~ap, Uae J o b the DA"J la Dow 4o1nc. Ab o , \be J opo proM~lJ ha•• a 

r1111 dh1a1oD o D t.ba leland, •-a MD to rsnooD tMaa~ MDo ~.bare 

wu .. llal"ttlal' ·-· \MaJ rroa 0111' CU'I'hl' u .. , •ha•• plaaaa boll&)ad 

t.-,_ hl•J aM SaturUJ. OD Conealdor, Aa .. lou \NOPII •oro banllD& 

\be JaptiMM 1D Uw oa•oa OD4 tUDilOla Ot \be lalaMo 

l D c••• 01U' t.oat Cooot l latoDOro don 1 t IIIlo• 1 t, 

t.ba J a ponoao ft4lo ln a 'llroadcaot to CJoraoDJ t-.7, roporkd what 1\ 

tora.C larao-oaalo rocll;ot ~ anaOko a p lDat t.1ae AMrloan Paoltlo 

Coaat. " PODia: aa14 t.ba Japonoaa, •~~aa 'llrGkOD o•t OD 01U' 'olloot Coaot.• 

Aad n ow Jobn Cornall tot' Gl ider Brllablooa. 

CORJIEl.La ( C 0 M il I> II C 1 A J.. ) 

!'bla 1a CJ!S , t.aao COLIJilB:U IIROA.DCASTlliO s r STKJI . 

.... trUAa/ l o c . 
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• illW 

, __ -,L No. ')6 

lnt01'111at1on received up t o 10 a.m. , 18th February , 1945. · 

.:EiJJ. 

'· N~TH~R~ WATER§ · 17th, One ~f H.Y. Corvottes escorting 
~""''OY frOm ~rt uea1a torpedoed and sunl< by U·boa t otf Kol a 
Inlet . There wero 12 aurvivors . One of H.Y. Sloops also torpedoed 

but being towed t~ port. 

2, EK!MY ATI6CK$ ON SHIPPING. 17t hl A 9551 ton tanker and 
a 7176 ton u.s. ship torpedoed in eastbound contoy ott Gibraltar 
by t - boe t . linother 7176 ton ship in convoy tro= llorth Russia 
torpedoed by 0-boat ott Kola Inlet , 

3 , ANTI-SU!D!ARI!i!! OPERATIO!IS , 16th. Ct"-dlan Frigates 
of 9th Escort Gr oup =adu promising attack off Kinnaird Head . 
17th, Promising attack made bY lOth Escort Group N,'l , Shetl ands, 
··.uc two of H.ll . shlps aank U-boa t off Kola Inlet and picked up 
ono survivor . 

4 , EAST WDIEt ' ) rd , One of H. M. SUblll4r1nes sank tug and 
two coasters orr Suca ra . 

MILITARY 

5. WESTER': [ftOjfT . 
Central Sectors 3rd u.s. Ar:y advanced further halt milo 

in Echternach area . 
Northern Sectors On right flank and centro or Allied 

salient S . E, N1Jmegen Bri tish troops ~f 1st Ca"-dian /•r=Y con­
t inued advance while on l eft troops 3rd Canadian Division made 
turthcr advance S . E. froc Clove . 

6, ~I! STERN 1RQlll', 

ond North 
OrthernSect'or • Further pros ross rna do i n East Prussia 

Torun while German attacks S.E. Stettin repulsed. 

on north 

7. 
laoloted 

Southern Sectors Oercan attacks 40 mlles N.'i. Budapest 
bank Danubo also repulsed. 

lll!Bl!/.o 
Coas tal Sector Raaree Island now clear except few 

pockets. Some 500 Japanese killed since Island invaded. 

• !ESIERlf-EBQHI, 17th, Weather restricted operations . 
':1 escorted Fcrtresaoa (3 bombers , 3 fighters outstanding) attacked 
:~1lway cent r es Franktu~t (573 tons ) and Gleason (97 tons) thr ough 
cloud , 20 escorted Bomber Co~mand ai r cr aft (1 missing) attacked 
:osel (48 tons) through cloud . 

30 medium bombers attacked railway brldgo Kayen (52 tons) 
~1th unobserved results whlle 34 fighters and tighter bombers 
o~erated Central seotor . 

17th/18th (night) , Only 6 aircraft deapatcbed which 
bo=bed sbipl>uUdins yards Br e;:en without lou , 

9 . lffiPJTBR!!J,p;ll . l.5th, 659 escorted heavy b010bers (2 
~!•sing) dropped ll4~ons ~ollway targets end 90 tons oil refinery 
lil:otria while heavy and medium bombers attocked oil refinery Flume 
(1C7 tons), 18 medium b~b•~• attacked ammunition dump llantua , and 
.~ghters and tighter bombers (2 missing) communleationa North I taly , 
hlle 48 light and medium bomber s oper ated against oil ins tallati ons 

•no railway contre Yugoslavi a , 

·• BY~ ~ND ez~. 15th, 69 Li bora tora dropped 288 t ons on 
" ' ieal targea SouL ndaley and brldgeo Burma/Slam rd lwo:r 

a:;oo4 results , 

....._ SECURI\'X (up to 7 a,a , 18t h) 

11. ROC5~· 16th/16 th/17th (nl&ht ) , Further 3 inc1donta 
ropcrt ed , . 17t 7th/18t h (olgbt) , Six i ncidenta r eported , 
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