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PUBLIC OPINION NEWS SERVICE 
For Release 
Sunday, Oct. 1, or Monday, Oct. 2, 1944 

G. 0. P. CHANCES OF WINNING CONTROL 
Of HOUSE IN NOV. APPEAR FAVORABLE 
SO.So/o of Voters Plan 
At Present To Cast Ballots for 
G. 0. P. Congressional Candidates 

}Sy CEOBC£ CALLUP 
Direclor, Amt"A~n ltutitute of Public Opl.ni.on 

PRINCE'l'ON, N. J,, Sept. 30. - Regurdlus of the 
oulcow c o f the prcl!idcutial eleclion~ at t his &tage 

o.l the campaign t_he Repnblica.u.& have u good e.lutuce 
to wiu control of the Ho u&e of R epreteoJa tivet in No­
vember. 

A nalioll·"';de 1un·ey by the In· 
,....,.,..,.,--., stilute lh tds thAt 

,.Ji&htlr m o r e 
1h1111 50 per cent 
uf dM: v04ert. 011 
the "''er•s~. l)lnu 
at prCIM'nt to voCe 
for Republic.t.u 
candid1tea (o r 
CotJgrt~te. 

Allvok npoU. 
ed in the • urvey 
were ~ked: 

"A.1 you JN!i r~, ~uld 

ro" I.Ht mm·e llltdy to OO.f~ 
f or the IHmoutJfle or tlu: 
R~puiNifltfn m.niiJ.tl.at,. / fir 
ConrN!u frona your tJU. 
trld1" 

The vrne iJo: 
Repuhli.:an 50.5o/'o 
Inmot:ratlc . -- 49.5 
Qb,·iowl)'• CongrQI!i(ln al votina 

tentimenl may be ~tfftcttd by CAJn· 

pai.gn •rtu:mnll.s and ;~.j,· peal.ol 
quilt M milCh M the pr.,i enti•l 
rut iut.U, $U th• t tcntime:nt 11141}' 
eba11gc! IJdv.'t.'ftl lt.OW and NC)''t!IO • 
heT. Today•, l't'port ;, a reflection 
only of llle •ituali~h up to the 
~d ! ( lut wm. whn • ballodn'~ 
m tbts survey v.·u compltttd. 

C. 0 . P. TREND S&EX 

ln eom pa.riton with otber rc­
ttnt pre~identi•l el~ioo yeau ,the 
RepubUtan Pf'n:ll!nt~ on Coo. 
g.rew ~praentt 11 marW &ain. 

In 1940, the latt praidtntial 
election )'"CIIt, G. 0 . P. C41ndidatfa 

for tbt llou~ polkd an a,ggrtgnte 
o( 1l6 per cull o( tbt popular \'O~. 
In 1936. the Rtvubliean fig1m• 
waa or~ ly 4 1 per C"ml, and h1 1932 
it waa 43 per omt. The trt11d i, 
Jlhov.·n it• tlw following t.abiC". 

Tffnd of Se11timt nt i n Con· 
lf,.,.•~ionnl l :lmion• l)urlnJ.: 

Pr~id,.ntinl yf',Jfl 

, •. f),.m. HPp. 
1932 57"/o 43 % 
1936 59 4 1 
1940 54 46 
T1:~tlay ·19.5 50.;) 
Con~;rtsSio.•"-1 ('I('Cii(•"' l,dd 

durir•t; )eun v.·bN• tlworc ~ aloo 
a p ret-idenlilll ~· pmn1t n .a.:n•·· 
wh• t d iiTert nt p 11tl:'tll uf llf'lllimcnl 
h om that fouud iJ1 n~id·term ••Itt­
lion!. For one thing ll~t:rc i! al· 
\to'o.ra a marked difff'rrnc:e itt tun•· 
Cnlt, the IUniOIII in tht South l~ing 
e~pcclll ll )' low in mid·tl"nn )'l'•_rt'· 
"niC! clti(!( diiFtrt!l'lt'l" btt•ol'(n mMI· 
tu m a11d presicktttinl y~ar Ccin· 
Rft'Uionnl t~iotu eon~i,u of t l~t~ 
fact d 1.1t the turnolll in Southt01 
!ito.tt"a i11 11n1ch l~rser during pmi· 
d<":ntial ye-an, ttm• r.lj!ing tbc 
Dmloeratk: peromta5e of the 'tote 
by &evual P9inb without illerta.t­
in~; the rmm~r o f ~~eata 50ir•s lo 
Dttn(l(':ratt in tiM B&~Ue;. 
HtJ~, no fair OOtnpar iaon can 

Le made bet•'«n todaf• ru.uh.~ 
and the rttulc.. of the latt mid. 
tmn Cona:reseio••al eleo1ion held 
in l9J.2. 

In tnld•term elecdon• Rr.)lQbli· 

TREND OF S£NTIMENT IN 
CONCRESSIONAL ELECTIONS 

DURING PRESIDENTIAL Yf.t.RS 

"llle lrtnd Ji~te i .. diof.•l~ l.he fK"'"~III ... e of 1- ple '>CIIill,l fu-r R ... 
i!!!blk ""' .w l)e ... ..-... d t undid••~ f<H" ••e llou.e or Kt pf"tfoo!nl.• tl"ft. 
'l"he l.tt.t Qu~. ~ on r!'oul•• of the c._u,.,, Pe~ll. •''~ 1.hc Re· 
11.Wk • M 1 •Jilt'hl ld .. •,.••• e - SO,S t>er ~111- •nd lowllt•te llwlt 
G. 0 . P, thltU~~ of wlrutt••• C'O•trul etf ahe llou~ h1 l''~·tcnlbotr 

too)k •ood 111 lh~ limt". 

c,:a.._ would ... ,.e to J.a\·e a bigheJ• 
vote llt~ut 5().5 1>tr ct-nl t;• ••d•1 con· 
trol of the llo,~. In 1?-12. fur 
tx.am~. they polled 52 ptr Mil . 
but ft.U Mort of .,. i.nnins a m.ajnr· 
ily or the t~eai.J.. 

The eompo&i1ion of the t lou!-4!, 
,.ften it Wlb deeced l" 19-12-. wa~ 
222 Oem01:tal$., 209 lt~ublieant. 
wtlh four IK!IIIA dh•ided a.tt1011g the 
PrOire&t~iv~, F'armer·~bor, end 
Amuican l. .. bor porlie.. 
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O:>Tll No, 319 

Ictormetion r e ce ived un to ~0 .- .1:. let vctober 1944, 

On 28th three B~itish OGstroyors siloncod cnecy bntt<rles 
on 3Ct.a ' . .NTO DODEC,.NESE: , , lar go C!.'ti Qu"' was sunk: on 29t!l . J, Brit i sh 
Cruiser end Destr oyer bont>e rded SYR.. I :>L..NO , south of .JllDROS , five 
F. Li ghters sunk nne oth.•r obip,, in6 one! h~rbour i nst::.llutions 
cleJ:IIlgod , 

2 • l.!ILI TJ..RY 

3 

:iostern Euroue No cha.ngv NIJ1~:N S&llent. · . .:!Jer€ C1::r=an 
counter :>.tt c.cks repul~ed n 0s.ir. :>f t ·.;a mi!~s 

o.o.da ~t '>ne rc (nt nor th of tbc A.VI'.:ER:? - '1\IR:~O;,'I' Canal. •. lons ./bolo 
:ront 3eventh U. <; • •• ncy ttenor nl- :::dv:nco botwecn t\lo !U!d five ailes 
!tilde . li.J.J!:C:..VIUiu:z. r Eoortcd unoocupiucl. Furtb.r sout h l"r enc b 
troo9S he>ve ~dvc.-,ccd f<'~or a!les >r. t·.:olv~ ailo front NE LUrtE . 

Itnl y rur t!ler heavJ r a in in AiutL.TIC Soctor slight e.dvance 
astr ide RD:INl- BvLOCN., koo.~ . Nor th of 3.-.NSE.'OLC.lO 

U. K. troops co tinuinG t o ;>r css north11:.rd o.:;:::i:lst li.;hl: resistance 
m!Uting g&ins N. E , ll,.GNO. On .F11:t t. .. rmy f ron t somo i mp:roYe::JOnt i n 
P.Osi t i ons. ·.ost of V, J..S<.NI O vio lt~nt Cur. am c ~untu i' :::tt c.oks a.:>n ins t 
•I.ON'I.'E &..TT .. GLI .• un:succvssful. 

Russia Russi t.ns ht.VO Cllpt urud l4Uh1J Islr.r:<l off r; . z . iiOr nor 
ot OSEL. In Ccrpt.thil..n :.:ount:ir.s s . · • of LVO'l t boy 

b:::ve ocptur od s ever :>l loc.:li ti..>s south or T\iM.. tJhile s . 1.' . ot CE.Rru.UTI 
they hcvo occupi'd m-:ny localiti<s cbout 20 Miles s .•; , of C.JJ?Ul.t;NC, 
South or :vRNUL 53\TM.Ui the Russi'-nS b~vo crossed tl:e D . .NUl!E i nto 
YUcv:;t..VL. e nd r~,;.che:1 lrLGOTIN, 

3/ .• IR o:E.'1.:no:;s 

•Well'tern .i>ront Over 3 , 300 sort1oe flo·'!'l . ::r.1n O\)er:>.tions:-
749 U, 5 . He1vy bootors ntt~ck~d rnilwcy 

centrus Birl~lEl.D !!.Jll and !JlliS'l'ER . ~otc.l 1,?80 tons cucb cloud :..J:!.d 
"lOst cra~1s used pcthfindar tecbni~uo, Ic<.oults Sunert.lly· .unob es r vcd , 
275 bomber conocnd :lircr~ft sent to ~ynth~t1c Oil Yl-n ts necr BOTTRO? 
nn~ CTEfa:JLLE , 445 end 170 tons ree:>uotiv~ly . Cons i der able c l oud both 
plMoa r.i 1ng points eoul<l no~ be id<.r.ti:iod "uL crc\.-s bo:1boll " r ea 
of plcnts or . lter n: t 1ve t t.r ge t s . Ro •d IJlti r u il\lc.y Junctio ns nea r • • ~ 
COCH 90 tons . 7l4 .ircroft dU1vor~d f u<>l •.nd su;>nli t s . l o t.iror:.:t 
misoin<; , four Cer·•~n drcx•:>ft destroy •(!. 

30th/1st . 83 :!osqui toLs lono :n1se1n~) sant t~ !!..llB'UrtG ·.nd 
thrr.o :lther obJoetivJa in Gt r.il'....ny . 
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October 2. 1~ 

Dear Su: 

Thanka for JOUr letter of 

September 28th, trana.Ittlng a 

clipping froa PM which I reacl with 

mach tutereat. 

StucerelJ 7oura, 

tl~-', •• ,,., 

B~o~able S..ael I. ioaeua&D, 
The 1ld te Boue • 
Wublagtoa, l'I.C. 

-4 

. . . . . .. 

• 
\ 
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TH E WHITE HOUSE 

WASH INGTON 

September 28, 1944 

Dear Henry: 

I suppose you have seen 
this story in PM. It ie always a 
part ot Washington teohnique to 
eat one against another. I need 
not say to you that I have only 
a very vague idea ot what your 
plan is , or what the Currie dootrine 
is, and t hat up to date I have bad 
less to do with the whole subjeot 
than Falla . 

1'/i th kindest regards , 

S.W.lJEL I. ROSi!mli.N 

' ... 

Honorable Henry Morgenthau, Jr. 
Seoretary of the Treasury 
\lashing ton, D. C. 

~ 

) 

• 

. . . ... 
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·~~ PM, WEDNE-SDAY, 

eU. S. Taking Its Time 
On Plans for Reich ~~-~~ 
AgenCies Feel 

Urgency; Hint of Loo,gerl 
War May Be Factor 

Bv Bl.AOO Bou.u ,, ..• .,.... 

.. ······ 
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A1.8e:AT M C:REIOH YON 

FEDERAL RESERVE BANK 

OF BOSTON 

c ..._. , ........ " Septe=lber 28, 1944 

Tho ronorabl o "enry ·~rgenthau, Jr . 
3ocrotary of tho Treasury 
~~ehin&ton 25 , 0 . c . 

Ooar ·~ . ·~rcenthau : 

ne have no~ completed a qui c~ eurvey of busineas organizations in t'ew 
Cngland oith respect ~o tte qu~ation CAdo by you at the ti:e of our ~etin, 
l.~re at tho ~...U last Saturday 1:orning. Tlult tueotion, a.s you 'lllll ncall , 
11'&1 ""ow .....,y days &!'tor X Day (d4toat or ·~•r..any) will corporation• i n !low 
Entl~d bo&in to need cash for pos~r con•oraion etc . anc so be~i~ to aoll 
Oovorr~~· aecuri•i es !or svch purpQJee~. 

I thi nf_ t~t a rair sta•ement of ·~• reaulta or our sur~ey would ~ 
to tho or~ ct ·~•t - ew ~blar.~ industrial org.ai:atlons in the ~ do not ox­
root t liquidate ·~tir holdings or ~ovorcmcnl .~curltiaa tor the purpoao or 
obtaining fUnds ~or postwar conversi on and aiailar needa at any dotinito tice 
subaoquont t o the dat e of tho defeat ot Corm&ny. gy and largo, I believe that 
they expect to uae opecial reoervoo built up for thla purpose rather than to 
reoort to the liquidation ot their Oovornmon~ aecuritieo held no~ by them tor 
i nveetmont . or courao. 1\s you kno,. , a aubetantlal amount , per haps tho bul k, 
ot Government securlt1ee hol d tod~ty hy indus try in ro1• Ensland i s hold ror 
t u purpocoe nnt' these wi ll i n the o r~inary course o r events be liquidated 
fro~ lico to t ime •• tax paycents fo l l duo . A very tow eoneerna expreaeed to 
us •heir ln~ntioo aparingly to buy Oover~~ont eecuri ties rather than to 
111uidat.o any the;; hol e durin& ~11< l=o~late period to!l<r'in& tho conoluaion 
c~ •1-.e El.trope&n f\.,...&ee of' tho Wflr . I be-l love ._hat the ai tuatio!:. in th11 t.re& 
i. por~pa beet •~rized in •ho stat.•~•nt ~do to c• by & large bank in 
~oator. ~hlch hac inti;ato connec• Lona ~ith a ' r oat cany ln~ustrial or,aniza­
'iore loe,t•d •hroU&hout :ew E&rlar.d to ~ht .rrec• that - •• • it ia our belief 
t~at ~.o~• ~il l ~o ·n~ · great neee or uy rarticular ~8slre 'to sell &overnment 
obll~ •ione exct!pt o·:er a perlo.:i o~ tW a!f the re turn to no!T.Al buaineaa pro­
&r"tttaea . tt tou may f it1d of sozo 1tttt!'rca1" the enclosed cop~· of the full opinion 
o! tho above bank. 

ihe rorogoln& i ntorcation ia not nearly aa specific aa I should liko 
to ho.vo been abh to ~;1 ve you ht.d thoro been cor o ti:ne a\•ailable to malce a more 
exhaustive ol udy and analysis or t ho quoation . Tho rundamantal pr oblOQ le 
i ndoed a vaot and co~plicated one, any aolution or which wil l h&vo broad and 
tar-roaohin& otrocta upon our country, anu if we have boon able to caat any 
11ght. Whatever u;ron &oee aspec1 ot 1t Wt- ctall !eol Blnpl y rewarded . 

. :e wieh to be •• .hell'~l aa ,r.on.lblo t o you and to tho Treasury Dorart­
,. ~~ and it th.~c lc anythilll;"Nrt~ o r .,. tan io , ploaae let ;::e lcnol'!. 
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To 
• ''r . Ubert '\ Creighton, 
Chatman of tho Bor.r.! and 
~oderal Roaervo A&ont 
-reder~l Reoerve BAnk 
~a•on, ~saachucetta 

Sept eQbor 26, 1944 

You 1'-.ave. raised the queation aa tc how soon after 
X-day, or victory in ZUrope , iod~atrl al corporations wil l rind 
it necessary, e~ther ror r o- convoraion or ror no~l opsationa, to 
aoll +hoir holdinGs or &ovornoent obllgatlone. 

I bavo talked with a number or my colloo.;;uea here and 
others regardin~ this , and I beliovo thtt rollowlng if! a fair eroa:s 
aootion or opinion among uo . 

I' lte.s been our observation ~hat a largo cajority or in­
dustrial concorno in this area have limited their holdings of govorn­
m•nt oOligations to r el•tlvely ahort i~•uea . ~ or these coneerna 
have al•able cushions in ca•h ~alancoa and therefore are in a pooition 
"'o c"ko aubstantlal pro,resa toward"' ro- convaraion a.s -r.ell aa in th& 
nor:~' fields or ~~cir opera~ion bofor~ ~hey ~11 b~ raced ~th tho 
n~ce1olty o: ' lling any ;re~~ part or their sover~ent holdin&s . I t 
h ow- opinion that a s=ll propor•ion qf 1ndustrioJ. co£oorna itt 't11ia ....... " 

· artl' 'might ~.a·te to dispose or ,o· .. mmont hol~o abort co-incident&l 
w-i th their conversion to peace tl.:le aotiT"ltles , depe.ndi..ng to a largo 
ertent upon how expansive and time eona~ng the process or re- convera1on 
ia . 

Iu abort, it i s our belief that ther~ will bo no groat 
nood or any partlculaY doeiro to aoll government obligat i ona except 
o•tor a por iod of timo as tho rot\lrn to norWAl bl.lslnes~ progresaoe . 
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10 

INTE~ O FFICE COMMUNICATION CONFIDENTIAL 

To 

Sub j ect : 

Secr~tar o genthau 

Ur. 

The ness Si tuation, 
Week ending Sept~ber 30, 19~. 

Summary 

DATa October 2, 

Commodi ty prices : The announcement or the new parity purchase 
program caused 11 sharp rise in grain and cotton prices last 

week. The Dow- Jones futures index roee 3 . 2 percent to reach 
the highest l evel since last April, and spot pricee were 
noticeably higher . 

Cotton purchase pro&rao : The WFA revealed laet week that the 
CCC•s purchase price or cotton initially would be slightly 
below pnrity and would increase monthly until slightly abo•1e 
parity. Cotton will be sold by the CCC at one-half cent a 
pound higher than the purchase price . 

Stock pr i ces : Recent fears over reconversion problema apparently 
abated somewhat last week, ae German resistnnce threatened to 
prolong the war in Europe, and stock prices strengthened 
under t he leaderehi p or aircraft and railroad stocks . At 
the close on Snturday, nver age stock prlcee were about 1 per­
cent hlgher than a week earlier, and had virtually regained 
the levels prevailing before the early September decline. 

Reconversion: Progress of the WPB i nterim program for limited 
reconversion of industry thus far hns been disappointing, with 

. only 12~ o.ut 9Cl., 5.Q6 ,applicat,1ona.appro:vet'\ . .1n .. the. first ... . 
month or operati on. However, the WPB is planning to simplify 
procedures 1n order to epeed up the prograo. Steel p roduction 
and new orders have recently declined, while automobile 
companies are having difficulty in ordering mnohine tool s 
tor reconversion. 

Munitions output: Aggregate munit i ons output will have to 
r ise S percent above the August level for the remainder or 
t he year if the goal tor 19~ is to be attained. For this 
pr ogr BJ:I an additional 200, 000 workers are needed in war 
1nduetr iee • 
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Prioee again advance on new purchase program 

Despite the proviaiofi of the Price Stabili~ation Act 
l'tqu1rin.s the Gover.nment to take all lawful action to ensure 
parity prioea for ta~ products, the recent announcement of 
th~ new parity purohaee program for wheat and cotton took 
the oocmod.1 ty ID4l'kete by surprise. Following the aharp advance 
in commodity markets last Uonday, ~rices again turned strongly 
upward at the close of the week. (See Chart 1.) With the 
release ot details of the cotton purchase program, the Dow 
Jones futures index on Saturday reached the highest level 
ainoe April, and at the close of the week this index was 
3. 2 percent higher than a week earlier. Spot marketo, as 
reflected in Uoody 1 a index, made notable advances . 

Due to higher wheat and cotton prices the BLS index of 
2g basic commodities rose 0 . 2 percent last week, equaling the 
hlgh point reached at t he end of June. (See Chart 2.) The 
2. 2 percent rise in cash wheat prices and the 3 . 0 percent rise 
1n cotton carried then up to the levels of early July. Cotton 
prices are now only slightly below tho war- time peak, but 
wheat prices are still about 5 percent below the high levels 
of last Spring. Steer and wool top pri ces last week declined 
moderately. 

The BLS 3eneral index of wholeeale prices advanced 0 . 1 per­
cent in the week ended September 23, due largely to higher prices 
for fruita and vegetables, grains and eggs. The i ndex now 
stands at 103 . 7 percent of the 1926 average, which is o. g per­
cent higher than a year ago and is 3g,3 percent above the pre­
war Auguet 1939 average . 

Details of cotton purchase program announced 

The uncertainty which pervaded the commodity marketo follow­
i ng the announcement ot the parity purchase program was partially 
dispelled near the end of last week by the CCC ' s disclosure of 
the details of the cotton program. The salient points ot t hie 
program are ao follcwe: 

(1) Beginni ng in October the OCC Will pay for 19~ orop 
15/16-inoh cotton (basis groee weight flat cotton at Uemphia) 
21 . 90 oenta per pound, and will increase the purchase ~rioe 
.05 cant per pound each month from November to May. (The 
equivalent parity price of 15/16 inch middling cotton at 
Memphis ia now 22 .13 cents.) 

(2) The 000 will sell cotton beginning October 2 at 22. 4o 
o1nt1 per pound, with the sales prioe advancing . 05 oent a 
~o~nd eaoh month through March. The WFA hae indi cated that 
~hi l&lea price will not be reduced before June 30, 19~5 , 
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unless the price in the spot mArkets since July 1, 19~ 
should average sufficiently above parity to threaten to 
squeeze textile manufacturers, whose ceilings are based on 
parity cotton. 

(3) The CCC Will purchase eo tar as possible through 
purchasing agencies, and the aGents will receive a tee of 
50 oents a bale. 

llot all tlhe particulars have been worked out on the CCC 
purchasing of unredeemed wheat in loan on Kay 1, 19~5 . However, 
due to subtraction of carrying chargee from the parity payment, 
market prices tor wheat may average a few cents below the 
equivalent parity price. Unlike cotton, wheat is covered by 
a ceiling pri ce at the parity level, which would prevent the 
price rising above parity. While cotton and wheat prioee rose 
sharply last week, the market quotations are still sl~tly 
to moderately below the parity equivalents. 

No accurate estimate of the cost of the program can be 
made now, but some observers expect that it will cost between 
500 and 1 , 000 million dollars. Uoreover, the bolstering of 
wheat prices will necessitate increasing the flour millers' 
subsidy if bread prices are not to be raised. While the 
program for wheat and cotton may help indirectly to support 
prices of other farm products, it may foreshadow other 
support programs. 

Fam prices slightly lower 

The farm prioe index declined one point in September, but 
continues within the narrow range of the past year and a half . 
At 192 percent of the 1910-1~ average, the index in mid­
September wne one point lower than a year ago . Sinoe the 
index of prroes paid YJy tarmert\ wall unchangelt last .. menth, 
the alight decline in farm prices resulted 1n lowering the 
parity ratio one point . Farm prices now average 113 percent 
of parity as compared with 11~ percent a month earlier and 
with 116 percent a year earlier. While prices of 11ost farm 
products were above parity in m1d-Septeaber, prices of three 
important commodities, eggs , wheat and peanuts , averaged only 
66, 90, and 92 percent of parity, respectively, while cotton 
at that time was at 100 percent . 

Stock prices slightly higher 

Stock prices strengthened noticeably near the end of last 
week ae recent tears over reconversion d1ftioulties and imminent 
peace problema appeared to be oaus1ng somewhat less concern • 

12 
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Doubtless Prime Uinister Churchill's warning that the war in 
Europe might continue in 1945 and the OWl's forecast ot a long 
war against Japan bolstered the outlook tor eo- called "war 
stocks". In any event, buying of aircraft and railroad 
stocks featured increased trading activity at the end of the 
week. 

At the close on Saturday, average etock prices were about 
1 percent higher than a week earlier. (See Chart 3.) As a 
result of the recent gradual recovery, stock prices by the 
end of September had regained virtually all of the ground 
lost in the selling movement which occurred in the early part 
of the month. Industrial stock prices in London also 
strengthened in the latter half ot September, but, tor the 
month as a \mole, prices showed a net decline ot about 
1 percent . 

It will be noted that industrial stock prices in New York 
have shown irregularly advancing tendencies in 1944, but 
prices at the close of last month were only 9 percent above 
the 1943 average, and lees than 1 percent above the July 1943 
peak attained Just before the downfall of Mueeolini. Moreover, 
prices are still about 25 percent below the 1937 High, which 
has not been approached at any time during the war. 

A comparison of prices and net earnings of the 30 stocks 
in the Dow- Jones industrial average reveals that under war­
time conditione investors and traders have tended to evaluate 
industrial stock earnings more conservatively than 1n pre-war 
years . Reference to Chart 4 will disclose that, despite 1m­
proved earnings in 1940 and 1941, average stock prices showed 
noticeable declines. Moreover, despi te the improvement 1n 
pri ces since the 1942 low, the pre-war relation6hip between 
earnings and prices has not been restored. Earnings figures 
tor·the year 1944, ot course, are not available, but it ia 
ot interest that in the first 6 months ot 1944 earnings were 
about 6 percent above year-earlier levels. 

Steel output below last xear ' e level 

After reaching 100 percent of oapaolty at the end of laet 
April , steel operati ons have shown a gradual decline, with 
operations last week scheduled at 95. 1 percent of capacity as 
compared to lOO. g percent 1n the corresponding week last year. 
However, due to the intervening expansion 1n the capacity of 
the industry, actual tonnage of i ngots scheduled tor production 
last week was lese than 3 percent below last year's level. Thi s 
compares with a corresponding decline of 1. 6 percent during the 
month of August . (See Chart 5, ) 

13 

Regraded Unclassified



• 

• 

- 5 -

Figures recently released by the American Iron and 
Steel Institute reveal a further expansion ot about 4oo,ooo 
tone in the capacity ot the steel industry in the t1ret halt 
ot this year. Th1a virtually concluded the war-time ax­
panei on program ot the industry and raised total capacity 
as ot July 1, 1944 to 94,055,000 nat tone, or mora than 
12,4oo, OOO tone above the level of January 194o. 

Trade journala in recent weaka have indicated a decline 
in new orders tor steel and some reducti on in order backlogs 
ot the mille, whi le noticeable price weakness and lack of 
buying inter est continue to feature the mark~t tor steel 
ecrap. Thus the I ron Age composite price tor eteel sorap 
l ast week showed a further decli ne of 62 .5 cents per t on. 
As a result ot the latest drop, the compoeite price on 
September 26 stood at $17. 00 per ton as compared with $19 .17 
a month earlier. 

Further evidence ot the easier si tuation in the steel 
industry i e seen 1n the announcement l ast week that the 
Republ i c Steel Corporation at Canton, Ohio had entered into 
an agreement with the CIO eteel workers ' union f or a temporary 
reduction ot the 48-hou.r week to 4o hours . Th is agreement, 
which is subject to WUC approval, was entered into in a 
"spread the work movement " necessitated by recent cutbacks in 
war contracte. 

Heavy war production still required 

Weakening ot steel scrap pri oea and s!gne of elaokenlng 
steel operations undoubtedly reflect to some extent the recent 
wave ot optimi sm over peace prospects in Europe. Act ually, 
pr esent goals call tor a very heavy volume ot war production 
durlng the rematnder ot the year. Thus, the WPB la~t week 
indicated that production in the last 4 months of thi s year 
would have t o run S percent above the August levol in order 
to attain the present goal tor 1944. Koreover, t he mlO last 
week again called attention to the need tor 200,000 additional 
workers in war industries, with 68, 000 required in explosive 
and shell- loading plants and 50,000 in sh1pbu1ld1ng and shi p 
repairi ng. 

August muniti ons output was 2 percent higher than in J uly, 
on the basis ot preliminary figure~ with such critical items 
as heavy- duty tires, heavy- heavy trucks, super bombara and 
large caliber artillery ammunition reaching record h1ghe during 
the period. Nevertheless, numerous critical munitiona items 
were etlll behind eohedule at the end of the month. Thue at 
the end ot the first S months ot the year, the per centage 
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completion of the 1944 program in certain oritlonl items was 
as follows : heavy artillery, 5g percent ; general purpose a nd 
fragmentation bombe , 53 percent ; heavy artillery ammunition, 
50 percent; heavy-heavy trucks, 45 percent; super-bombers , 
42 percent; A-26 invader planes4 27 percent ; combat loader 
and combat transport vessels, 1 percent . 

Should the war end suddenly in Europe some ot the items 
now listed as critical would be out back sharpl y. Army re­
quirements f or heavy artillery ammunition after V-E Day will 
be out 76 percent , while the demand for heavy- heavy trucks 
will be reduced 72 percent . Likewise, communications a nd 
electronics requirements will be out almost in halt . 

Interim reconversion nrogram may 
have important influence 

In the event continued heavy requirements for the war in 
Europe should prevent an early large-scale reconversion of 
industry, the interim reconversion program now evolving under 
the •spot authorization• order of mi~Auguat wi11 assume 
greatly increased importance. Initial progress of the 
limited reconversion program bas not been encouraging, however, 
with only 124 out of 1 , 506 applications tor reconversion 
approved i n the first month of operation. The slow progress 
to date bas been attributed in part to the relatively 
complicated procedures through Which appli cat i ons must move, 
and the WPB s ome time ago indicated that it was r.orking on a 
simplificati on of the entire program. 

It was revealed last w~ek that 376 appli cati ons had been 
recei ved in WPB Region 2, which includes all ot New York State 
and Northern New Jersey. Of this number, 25 bad been definitely 
approved up to that time. In the New York City area 11 mo.nu.:. ··· 
fo.oturers thus far have reoelved authori zation to resume 
limited civtlian goods production of vacuum cleaners, aluminum 
trays , metal venetian blinds, gauges, p icture f r ames, metal 
garment hangers , table and tloor lampe , ash cane, garbage cane, 
electri c heating pads , tiehlng rode and memorandum pad stands. 

Reconversion nrobleme ot automobile industry 

Further attention was toouesd on the reconversion diffi­
culties ot t he automobile industry last week, as leadi.ng 
executives in the industry met in Det roit to consider the 
problem. In addition to previously-expressed ooncern over 
prospecti ve delo.ys in clearing plants ot Government-owned 
machinery and materials, considerable emphasis was plaoed on 
the dittioulty ot securing machine tools . The presi dent ot 
General Uotore 1nd1oated that h ie company would need 3, 600 new 
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tools to bring new car production up to 50 percent of the 1941 level , ~nd 23,000 new tools to carry out the comp~ny ' s poet- war program. However, due to the accumulated backlog or priority- rated orders in the hands or machine tool bui lders, only 17 percent of the machine tools ordered by General Motors are promised tor delivery by J anuary 1, 19~5 . Uoreover, some ot the m~ohine tool orders carry only tentative promises tor delivery by next June. 

It had been proposed t hat a special priority be granted tor machine tools to give automobile makers a fast start on reconver s i on, but this has been turned down by WPB Chairman Krug. Likewise, it has been urged that the scope of the spot authorization plan be enl arged so that machine tool makers can more adequately fulfill the needs of the automobile industry. 

Apparently, some of the diffioultiee ot the automobile makers arise from the t act that the cachine tool industry ceased to be regarded as a critical industry since the spring ot last year. As production tell ott trom t he December 19~2 peak, some plants convert ed to war work i n non-tool lines, while the industry as a Whole has lost many skill ed wor kers a nd t echnicians as a result ot the draft and shifts to other industr i es. Recently, offici als ot the WPB1 o machine tool division stated that strong effor ts were being made to have the industry declared critical in order to cope with its manpower difficulties . Reflecting the increased de­mand tor machine tools , new orders received by the industry in August were 26 percent above the July figure. 
Denartment store stocks at high level 

. Doespi t e the inroads o! elllpandsd cons\llll'er buying and the obvious shortages in many lines or merchandise, department s tore stocks (in dolla r value) continue to be maintained at high levels. Stooke in August rose more than seasonally, and the FRS adJusted index or stocks advanced to t he highest level since September 1942. (Bee Chart 6.) At the end of August the value or stocks wao about 1 percent greater than a year earlier. 

However, outstanding orders tor merchandise at the end or August 11ere g percent lower than a year earlier. While actual goode shortages undoubtedly was a strong factor in this drop in buying by department otore managers , caution engendered by peace proopects in Europe may have been a contributing factor. Thus the chairman or Uontgomery Ward recently revealed that his company had cut ordere in the hande or manufacturers one-fourth under year- earlier levels, due to uncertainties accompanying the proopeotive end or the war in Europe. 
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•reasury Department 2 3 
Division of Wonetary ~eaeerch 

To: Secretary llorgenth.au 

This is an interestin& exc~e 
of letters relating to rights of transfer 
to third countries of lend-lease ~­
menta. I think you will be inter ested 
in reading the $WIIli8I'Y a utement . 

H.D.W. 

MR. WHITE 
Branch 2058 - Room 214-1/2 

Regraded Unclassified
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

Dat.e Oct. 21 1944 

TO lb' • 'litd. t.e 

Subj ect. z Sw.aa:ry of correspondence between secretary Hull and Lord Bal.ifax 
C<lnceming t.ranafe re of IIIUili.tiona by the O.K. or the u.s. to third 
countries undez "'AAnitiona A.ssignm«~t !bards procedure. Cop;l.ea ot 
correapoodeoce were aeot to Secreta ll' J.!orgenthau Septe!llber 23 for 
hie ~omation. 

1. ()1 JUno 20, 1944 Secretary HUll wrote Lord HAlifax stati~ that O.K. 
reprosentetivea on the JJunitions Assignment Boards had taken the position 
that the:l.r Government ia tree, without obtaining 0 .s . concurrenoa, to 
dispose of cny weapoM having O.K. origin even th01lgb the aftilab:l.lity 
of such weapoos result ed direc\4' from the tnmater to the 0 .K. on l.eDd­
leaae of i dentical or e:I.Jiilar art.iclea . Secretary HUll rei terated tbe 
t erms of reference of tile IJunitiona Aae:l.gnmszt Boards and stated the u.s. policy tbat all tr111at ers to third countries Jal8t require cooaultation 
and acroe•nt bstween tbe u.s. and 0 .K. repreaeotetiYea. 

2 . Sir Ronald Campbsll replied on July 22 that the O.K. concurred in 
Secretary HUJ..l•s :stet e_,t of policy. He adml.t ted tbat a few tranafare 
had·been made without consultation but •thia baa been chw to fault7 pro­
cedure rather than to an intentional departure traa the &creed polic;r•. 
However, Cupbell .f\lrther stated tbat Ria J.lajeaty•s Gon~t 1a coo­
cemed t.bat u.s. representatives on the Boards have objected to trans­
fare aolely on the groimd tbat ailllilar atarial baa been receiwd by the 
U.K . from the u.s. on Lend-Lease. H:l.a llajesty•s Govem.nt feel.e that 
th1a attitude ia inconsiateot uth the :j.dea. of t.ha conuon pool. and witb . 
the principl.8 that allocaticna to third co~mtries are to be made eclely in 
accordance wl.th strategic neada , without regard to oripn. 

3. Secretary HUll wrote llalitax qa1n on 5eptaaber l.4 DOting U.K. concu~ 
with u.s. policy aa stated but expreaaina C<lncem at the apparent Britiah 
aaaUIIIPtion that the origin of -.mitioDB in the caa~CD pool could be die­
regarded in ..Jd.ng allocati ons . He stated that • •• • in the absence of 
auoh completed aettlamllnta aa are C<lntemplated by the IAnd-Leaae Act, 
ne:l.thsr the l!astsr Asroe.-tt nor the LeDd-Leue Act itaelt peml.ta tba 
lbited States to diaregard •••• tbe orig:in of tbe auwliee ao tNDafernd.• 
He contended that • • • • it 1a legit.iate for tha lbited Statee to cca.icler 
the faot tbat .W.rican -.mitiona are be1n& or baTe been trtt.1101ferred for 
Briidah uae on Lelld-IM.ae as a datla pertinmt to conaenting to tbe t ruw­
fer of e:I.Jiilar -.mitioiB b7 Great Britain to aCIIIe third c01111try. • Ill oo­
cluded that tb:l.a 1a a 1.1J11tation on tile c-.z pool conoaption tbat -t 
be bo 1'118 in llindo 
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n. ....... .vrv Of'..,..,.. " . , __ .... 

• DEPARTMENT OF STATE 
WASHINGTON 

, ' 

In reply refer to 
NEA 800 , 24/7-22~ September 23 , 19~4 

0 

The Secretary or State presents his compliaents 
to the Honorable the Secretary or the Treasury and 
tran11111ts herewith for hill infonaation C0'01es Of the 
following oommun1oations oonoern1ng the transfer to 
third countries by the United States and Great Br1ta1n 
ot aun1 tiona s1a1lar to those reoe1'fed by e1 ther Go•ern­
ment troa the other under lend-lease or rec1prooa1 aid: 

1. Rote to the British Ambassador, dated 
Jane 20, 19~. 

2. Reply of the British Government, dated 
July 22, 1944, 

3 , Further communiol\tion to t he Br1 ti eh 
Ambassador, dated Bept11111ber 14, 1944. 

Enclosures: 
. . . 
.u listed. ····· ..... . 

1,.. ~j 
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lll'partm"nt of lmte 
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ENCLOSURE 

TO 

Letter dratted NEA 

.&DO&-=-a;o TO 

25 , 
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con. u. BLe 

hoalleaOJI 

fha 8eorebr i .. of Iller and Ra'f)' baYa ealle4 to _, 
attention oe~a1n pl'Obltae With rerara to the a eeisnatnt 
ot auniti one bf the Wa~1nr'on an4 London Munit i on• 
.Au1sn••nt Soer4• and the vaneter tl!.n'eot M t h11'4 eo~m­
tr1... I ba• e 4ieoulted th .. e pl'Obl•• With thl Preei4eat. 

At 1011 l'IOall, the Mun1 Uone Au1~tn•ent Soel'4t were 
eat up bf tlw Pl'laa 1Cln1ater and t he Prea14ent tn tlw 
following tarat: 

"1. 'lha entire aunU1one reeouroae ot Grea t 
Britain and t he United St at•• v111 be 4 ... 14 
M be 1n a ooaaon pool 1 about ~lob the tullllt 
1ntoraa t1on will bl 1nurohAnpd. 

"2 . Co.a1tteea w111 be toraed 1n Waah1ngton and 
London under the Ooab1ne4 Ohiett or Mett 1n e 
aannar t l a l ler to the South-Welt Peol t 1o Acrte­
aent. '!'he ll Oooa1tte .. wnt adY1 ee on all 
aul gnaenh bo th 1n quant1t1 and prlorltJ vbe tber 
t o Gl'la t Br1tal n ~4 t he United 8tat11 or ot her 
ot the United Matlone 1n aooo1'4an.oe wUh' 1 h'd .. lo 
llt e41. I 

In Ull a ta11J111Int or alalt1on1 t he obleeUYI a 1 .... 
b1 ~e Pr .. ldent an4 t he Prlae 1Clni 1'er • •1 e t e erlJ to 
ut111 •• all a Ya11able reeouN••r r esaN1e11 or ol'l.Sn, 
f or , "''"" o.t .t . • tfl0t1 .. 01'0111UhCI.n .. qf Ull ,war,. f~ llo 
thh thef 1 1\abl1 11hel t he ManiUone Alal.-eDt 8oaNe• 
It 11 r.J ... rnuu .. , bo....... tbat lllllte& I~Jlltaa 
repl'IIID,aU••• on taw Mlliii.Uoa1 Altlpeont lloal'4 U.e 

/

, •• _.,, po.I1UD 'bat lb81• CleY ....... t 11 fNe, •1-at 
obtalnlnc tbt oonearNneo of tale 1JnUe4 ltdea. to Uepeeo 
of aDJ we~~polll hdl!l 'UtltlJl. Unlf'= MSII!t eYeD U.lllb 
the ••allallnt~tT -iblll .. ..,. •• tor tlepo Uon r ... u .. 
41reonr fNII tbo truefer oa LaDA-Lea• ot nllttantlal 
...... ot 14entleal or llallar tPUolee. 

Ia o1'61P to .. nte tale , .. •"••• of lnt_., .. ,.u .. MA 
pNIICllll'l llbllh baYI al'1 .. , U 1.1 tM Pill., rtf tbl ~­
laD Ooftruent thatl 

1. tU 

.... 
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1. 'ftle '- IO'fel'nlllnh llb.all eoulll\ aJI4 
ooneel"\ \bel~ aoUone before allklq traoatere of 
aWI1Uofte to other oollft\1'111. 

2. fJ'anatera \o thl1'4 oountrlee of alllllUODe 
of a kind ~lab elthll' 10\'lmlllft\ lula NII1Ye4 fl'Oa 
the other ahall be ~ ocreoaent "''""" the tiJIPPO­pl'late autbol'l Uaa ot the ,., pYel'llllell\1, 

!be )halllUou AulpaaDt lo&1'41 ln London aod Waab­
lq"n volll4 appear to be \he appropria te aaehlnll'f fo'f' 
oarJ7lftl ~»"' the torerolq, 

l ehou14 -o))Nilah be1nl 1ntorae4 'hi' the pollq 
of thla Go•em~~ent ae 1tded abo•• 11 ooDe~d 1n 'bJ 
the OoY~ent of Great 8r1ta1n, 

Aeoe,\, ExoellanoJ, the .renewed aaew-anoea of •1 
hlSbeat oona14era\1on, 

OO~DILL HULL 

. .. .. 
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tfg. tt8 

BiP, 

lrUiah Eabaeer, 
Valh1ncton, D. C. 

July 22, 1944 

In oone14erin& Tour ExoellenoJ'• note of J une 20t h Hie 
MaJeet r'• Oo• ernaent baYe a aeuaed t hat it appliea onl7 ~o t he 
au1g~~~~ent o f tboae reooureee which fall within the ecot~e of 
the '(uniUona AU11'\unt Boar«. 

"'') 

-Bh ll&Jeet r' • Oonrn11ent .nUrelr oono11r in tba poUo7 of 
the UnUed Stahl OoYer!l'lll nt a e a et out in p Aragraph 4 of Your 
Exoell enoJ'• note in regard t o tbe a111gnae nt of aunitione bf 
tbl Walbington end London Munition• Aleignment Board and t heir 
traneter to third oountr1ee. Apart fl'Oa thoee i teaa which haYe 
been i n full eupplf or \n Which the United Statea han e xpreaaed 
no intereati t he United K1ngdoa repruent nt1Yea on the Board h&Ye, 
in f act, to loved t hi e pol i OJ i n a laoat l"t'err oaae during t he 
oaet two 1•~r• and the7 do not oonei der theaael Yee free , a e eug. 
.. ete4 i n the t h ird paragraph of Your l xcelleuor' • no te, t o d1e­
poae of v eapone of United Ungdoa ori gin Without obt a1nil1f' the 
concurrence of t heir United Stetee collengue a on the Board. In 
relatiYelr few oaaee in which an aaeignaent of United Kingdoa 
aunitiona to a third oountr7 hal been aade Without conallltation 
with United Bt a tea ••bera of t he London Board, th1 a hal beon 
due to f aulty procedure r a t her than t o an intentional departure 
troa the a greed polior. 

At the e.Re tiae, R1e MaJeatr'• OoYernaent are coneerned that 
1n a nu'ber of inetanoee tbe tran ater to a third oountrr of auni­
Uone of Uaited lt1ng4oa origin Ml been oppoee4 bJ United St atu 
autbor1tiel purel; o n the groUDd th8t aia1lnr arter1~1 hae been, 
or ia being , reoeiYed bJ the United K1ngdoa on lend leaee froa 
·tne Onltthi Sh.t••· Jt1e Ma3••t.r ' 1 Uoverr• ent oiUIMt r " orlo11.e 
th1a a ttUide With the p r1no1ple 1a14 down b7 the Prea14ent an4 
the Pr1ae Mlnl ater, quoted in JOilr note, tbat the enure aual­
U ona reeoiiJ'Oel of Great lh'Uilln and the Ualted statu Will be 
4emed to be in a eam n pool rcer«lell of or11 1n. In the Yin 
ot Rla MaJe•tr' 1 Oo<remaent, eeab oa ee lhollld be eonei4ere4 JoiDU7 
liJ Onl ted lln«tto. a nd On1 ted Statu amMl'e of the Walhiqton 
or Lo114on Board •• a!iPI'OJIPhte, "'-• r.._aencleUone lbou14 be 
trMed eolel7 i n •oordanee W1'5h etratllle neede. 

1 ba•e Ulll ...... to -
wl'll tlalllpen eoaaaeratloa, 

~11', 
lc•r ••' oba41ent, 

.._\tlo le"an'• 
ROIALD I. CAMPIIU. 
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Kuellnor1 

I ret'er to 8lr ~11&1.4 O~~~~pbel11 • nete ot J•ll tt, 
l !K4, oonenonlng t he v anatar of alUtaJT IUJ)Jillaa to 
t h ll'4 COilntl'1al, 

I .. p l aan d to l eal'ft that rour OoYal"'IMDt a oDOIII'I 
IDtlN l f 1n t ba poll OJ of t bl 11111 tad Stat .. OoYal'lllleDt a I 
nt out 1n p~•ll'IPh t our ot rq note ot Jea 10, 11K4, 
w l oh :Pl'OY11ha tbat t ba two CJoYel'ftaent a aball eoa•U u• 
oo!loar t thei r aoU ona bat or• a ak1ng tranafar • of a UDltloM 
t o o tbar oo1111t1'1a1, And that t l'arlafara t o thlr 4 oouDt l'iaa 

30 

of llllll1 UOill of a k1n4 W l cb al thel' 0oYII'ftll lftt baa NM1Ye4 
tna the o thal' abell be bf apoa• ent b etween the &l"pl'Opl'late 
aut hcr1t1ea of the two Oo•era.~a. 

I .. co noerne4, bowaYor, aboat tho apparont a111111pt1oa 
ot ,.our OoYeJ'IIaent , aa 1D41oat ad ln t he l a at paracrapb of 
81r Ronal4 1 a aote, t hat the Pl'a alctont a n4 t he Prllla N1nlatar, 
l n 4ealld'inp; t hat t ha a alUona ot Groa t Brltaln anc1 t.ba 
Uolta d 15t a tea ahoul4 ba 41•14 '- bl l n a oo•on pool, 
latendld t hat tho ol'1s ln ot t .bo a.altlon• ohoul4 be 4 11re­
I A1'414. I t le true t hat the IIDltlon raeouraaa of the 
tln1t14 Stataa an4 Ol'aa t ll'ltaln ban l:laan pooled ln Uaa 111111 
that thalr a llftltlona a re .. a. a"fallal:lla to aalb atber tor 
t ill wl111t aM 1101t ettlelant aoD4aet ot the WU'. Jut, 1a 
tll.e abaenaa of 11Mb ...,la'-4 aattl••t• aa are aoat~ 
p l atl4 br the LMd-Lauo Aett. MUller the Muter AIIN•aat 
laO!' t ba Lea4-Laua M t UMlr J)IJ'alh U.. Ua1U4 sfat11 ta 
u...._ard, anG' tlM tranatar of aappllaa to GJ'aat ll'ltaln, 
tha ol'lsln of the llll'Pll•• an tranetft'N4. fM apaaltla 

..... ,.,~aUoa b~. t • OaUed ""~·'of. .* l'l&tlt to rMlala 
a!Mb nppllaa ~• pPOOt of tbla. !Jae 6111dana a a to wbatbel' 
.... alii •at•• .-ppllaa .,.. b a nataJ 1_. t o Grw.t Brltala 
11 .. ........a, of loai'M bf Ulil IJ'ltlab aao4 f or 1110b aup. 
pll .. , aD4 'MIII'1"1 apon 'bat DH4 la the uao 11blab GNat 
II'U aln Malta t o aaka ot .than or aliiUar auppllaa ot 
l l'ltl ab 01'11111. 

Ill '-elliUf 
fbi llJp\ IIMoral:lla 

the I~ of Jlalltu, l.G., 
11'1 u 111a .&alii ... ao •• 
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.u ,......., ... .,. ..... '*ia-..a ....... , .. 
, ... ., ... le """· 11 la lei&UIIa .. h• lbe V~le& ...... 
to ............ ,.., , .... -...&•• -·ln• ... --.. baft ~a .. , ... etwuel t•• laoltllll •• oa Leal I••• aa a 
41 ... p ... l ... l to ...... ,lJic to UN IPUatlt' ot a1e'1 .. 
••UloM bf ON"' BrUala Co .... lbl ...... ,.,. 'fbla la 
BOC Co laplJ' tlaal •ntepa Dlell IN aol to 111 IOIIlteNt 
ln OOftllftUq Co aalh a tl"anltiP. lei ... , ... aaell ... 
p r1aal'1, 111at owloa.tr oU..r eoeallvaUo•i partlaant to 
Cba ., • ., wlf.aat aoaaaot of atnt~ aN Al.ao rall'laiiC. 

,# 

31 

I Muw •r awreehUon or ro•,. uaiU'uaaa '~' GNat 
Jhoi.Calo OOJIIIAI'I ln Uta DOlliJ Of the Ullllat halll II 
IJipNeaa4 la ., e1'1'll eJO nola. I aan, bOWI'Iw, pol11C o• 
tha llal taUone upon tba oeaaon pool ooaoapUoo of ov •ol­
Uon raaold'lla Wloh auec, •• a •nar of law Mel oollaJ, 
be boMII ln lllnf.. 

Aooapt, Enauanar, Cba Nnawact •••a,.aneea of ., 
blgbaa\ aoaallal'lltlon. • 

OOI'IIIILL IIIU. 

. . .. ..... . 

100. t4/'f-2264 
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FOREIGN ECONOMIC ADMINISTRATION 
OfFICE OF' lHE ADMINISTRATOR 

WASHlNCTON 25, D. C. 

OCT 2- 1944 

Dear secretary Morgenthau1 

I should like to eug ge et that in order to expedite the 
working out of an appropriate Lend- Lease policy for Great 
bri ta1n during pbase t>ro 1 it r.ould be helpful for representa­
tives of our agencies to 1111et together 'IIi th representatives of 
the State Depart..ent to connder at an carl.7 date ~~~ of the 
major considerations which are involved, a few of wh1.ch can be 
11111ntia:M1d here . 

Both on the merits and ae ' matter of public acceptance 
one of the key issues in this whole question is the proportion 
of Bri tl.eh resources which w1l.l be devoted to the Japanese pbaee . 
of the war ae compared With our own. Thus, for example, if 
Bri ta1n is directly devoting lS% of its resources to the Japanese 
phase of the war .and we are devoting JO%, it might not be right 
or politic for us to eupply siX arxl one-half billion dollars 
worth of Lend- Lease aid. 

I think Sir Henry Self's concern about the question probably 
indicates the i.mp<rtance of it. 

l'be proportion of Br1 tl.eh product!.on capacity that is devoted 
to the Japanese pbase of the war can be measured in a variety ot 
ways. 'Dleir contemplated budj;.'t&ry ·Gpenditures J:or tha' 'Japanen 
phase o! the war 110uld be one crit&rion. The proportion ot their 
unpower devoted to the direct ·war e!!ort in the armed forces and 
in war production would be another indicatl.on. Similarl.7, I 
think we could formulate several other criteria which would be 
highly useful. 

rhs proportion of its resources which Britain is 11kel.7 to 
contribute to the Japmeoe phase o! the war in comparison With 
our own should not , of course, be uoed as an absolute standard • 

• • ,. OCL ';) \,' g 

.c •• v Aol::. L 
hiCf 

, 
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I th1nlc one or the other key questions that i a likely to 
ari&e is whether or not the British, tor exampl e, can get supplies 
under Lend- Leaee to r ebuild ao11111 or their housin8 that waa destroyed 
by the robot bombing. I tb1nl< we ought to think about this question 
and lceep it in m:1no. when we loolc at the figures wb1eh they supply on 
tbe non-ounitione articles they expect to get under Lend-Leue. 

~'he Honorable 

The Secretary or the ~eaaury 

.. , .. 
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BRITISH AIR COMMISSION 
1711S MASSACHU811TT8 AWMUIE 

WASHINGTON. D. C. 

With the eo,pH• enta ot Brithh .&.1r Co.aiuion 

who enclose Stateaente Nos. 155 and 156 -­

Airora.tt Dnpatohed -- tor the weeks ended 

Septaaber 15th and September 22nd r espectivel7. 

ftle Honourable HenJ7 llorcenthau, J r. 
S.oretarr of the Treasury 
WASHINGTON, D. C. 

October 2, 1944 • 

Regraded Unclassified
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IIIIIIWW. s. SB:RET STUI'P'T 110, 1SS llllllWf/U. I. sa:MT 

.urcratt De•pa'tchocl tro• tbo Uni tee! Statal 
!f'ek Ended &mtt•ber 15. 19M 

A Sli!!!IJf!.Y III 8t PLl1liiT DELIV!IO'J) 

:mJ PmiJ!4UC!! ·romr m w lOft tBI Il! c.t,Pt?' , 

eoLmmp 
bera tor II VI 11.1. II.K. 1 

Libenrtor 8 'fi Dld1& D>cl1a 4 

JDIIIl 
Ot.talina IV B O.K. u.x. 8 

• ••m••t 
h1rcll1lcl 061 1.1 . .ltrica ~· ... 20 

• 061 D>cl1a laraehl. 1 

Qlpll MlBTDf 
llaraudu III M. B. • ..... 13 

• *'H IMIRJCAlf 
llita~>eu m o.t. u.x. 13 
IIU8taJI8 u.x. u.x. l 

• Ot.ublanca Caeablanoa liS 

u.x. u.x. 4 
11.1. .... 1 
DldJ.a' India 3 

QRtMIIII 
.t.-r Dl:ll..ot Coohin 11 

lllllcat D>cl1a CoehiJ1 13 

IOORD!lll! 
llanar<l u.x. u.x. 7 

N.w. A.trioa ~re 10 

IIIMSCti 
llllia.nt 'l'r1J>icl&cl floinicl&cl 4 

1M&!! 
Ollder D>cl1a Calcutta 68 
Ol1dor India Jtaraebi 10 

OlideT(0.0.4-.t.) u.x. u.x. 1 

mal ,._ .... u.x. u.r. l2 

' mJIZ::::tTYnRRil 
Cenair tndi~ OoehiJ> ..1'-

5i !O!U.I l.83 

llo ..... ta ' (tal) 
llr'Ul.ab Air -.aaiCD 
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• C ..... l:l.Uft 
.u....r.n Doopotolood ,... "'" lll>itod - BRnlSH/U.S. SECRET 

.. k l!!:t.S a.pteb!r 2'- . 1W, 

-lit BI 8I PI.IOHr~ 
mJ 0!\SI ~l!lll rorrr ll!llo Am lSil Ill II! r.MAII 
e!•m :Wan •••• •••• 1$ 
Llbera\or 8 n IiaUa IiaUa ' Uber•t.o:r Gil YI IiaUa :l:adU ' Ubon\Or ann •••• •••• , 
g~QU L. lllMD ..,..-.,:r m •••• li,l, 
1-.J.t.illore V O.noda -· 1 

~lc.t.' 
111 m 0.1. 0.1. 
~ 0.1. 0.1. 1 _...,. 

•·•· Ul"lca c..~ 4 
Hanud U.l. u.a:. 1 

U.K. U.1. 1 
•••• il.l . 1 
:l:adU ID41.a 19 

Jl5llll!l 
6 Co t.ollna IV 8 u.x. V.I. 

~ 0.1. u.x. 6 
Anns•r u.x. U. K. l 

.ramtr.a 
Ut~ AUotrali& --.... lO 

.B£lt. IiaUa ltanoiU 2S 
'l'hunllorbolt M.l. .u-.u 5 

U.l. 0.1. 4 

JUII!ll 
ftall.ant TriDidell TriDidell 7 
ltAl.4nt 0.1. V.I. lO 

!lllotll 
Yq•no• u.x. tll,,,. t~ 9 

<lm ... u.~. 0.1. 2 
CWdM - Calcutta )0 

u.x. u.x. ' 
fotal• 115 ,, l 

., .... nt.: D:i'f'iAOD 
Britb h .ur c-J..od= Oot4bor 2, 19U 
- I'Ua Y-17 
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EXEC\I11Vl Offla OF lHE PRESIDENT 
WM lllfUOII IOMD 

WASHIIOTON 25, 0. C. 

OMCI Of 1Hl 
OICUIM~ 

0 

0 

OCT2 M 

t:y dear l.tr. Secret ary: 

I am pleased to send you here"1th a copy 

of 1he report of the War Rotueee Board for t he week 

of Septecber lS to September 23, 19~. 

Very truly yours , 

The Honorable, 

Enclosure. 

'P • 

Regraded Unclassified



Report of the War Retu~ee Boo.rd 
for the Week of Se~tember 1~ to 23, 1944 

SITUATIOII Ill RUNQAR! 

Reports from various sources continue to confirm earlier 
indications that the Germane hnve no intention of oonsent-
ing to the voluntary departure of Jews from Hungary. 
However promising any disposition on the part of Hungarian 
authorities to allow emigration of Jews to countries 
w1lli"B to receive theo may be, projects for removing Jews 
to countries of iQO!gration or asylum consistently encounter 
this unyielding attitude of the aermt>ns, whose unfortunately 
effective control of exit end transit facilities has thus 
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far precluded fulfillment of these projects. The Inter­
national Red Cross Comcittee reported that emigration from 
Hungary to Rumania and Bulp;r>ritt is now iopossi'5le and that 
serious obstacles stand in the w~v of emi~ration to accessible 
neutral countries, specifically Sweden and Switzerland. 

The seriousness of the situation is accentuated in Representa­
tive UcClellend1 s report of tho deportation from Hungary of 
360,000 Jews whose extermination the Gestapo in Budapest 
admitted. This information was received from a confidential 
source from which· it was also learned that another 160,000 
Hungarian Je11s are presumably alive in l abor service outside 
Hungary at several localities in German- controlled territory . 
The fate of the estimated 200,000 Jews rema1nin~ 1n HunPery, 
principally in Budapest, is suggested 1n the reported pr~n 
of the Hungarian Government to-dispose of them by plecin~ 
every able- bodied oan and wo:.w.n in ooopulsor-J agr1oultur£'.l 
and industrial wor~ 1n various parts of the country "1n the 
interest -&f. nat1onE.l: ··d.efenoa .·' ::?ut!ape11t Jews ~sically 
unsuited for work apparently are to be placed in two large 
c~s with a combined oapao1ty for 120,000 individuals, with 
those too aged or inf1~ even for these camps to be grouped 
in 1 Jewisb nospitals" in unspecified locations. Preparations 
for the establishment of tho cam~e were said to have been 
started the latter part of AUp-ust, Hungarian Jews probably 
themselves to be r equired to assist in financing the p1an . 
Uo0lelland 1s informant declared that the camps are to be 
under military control; press reports from BUdapest referred 
to Red Cross SUPervision, a1 though 1'11 thout specifying whether 
such supervision would be by the Int ernational or the Hungnrian 
Red Cross. However, UcClellnnd we.s informed by the Int er­
ne.tionnl Red Cross Commit tee that they had received no de t aila 
concerning such an arr~fement, and 1t was his opinion thnt 
~eoause of continued f ure or the aermans t o issue transit 
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visas for Intercross ~ersonnol rrom Switzerland, the Committee 
would not be in a position to exercise any er~ective de~ree 
of control over the camps. 

Apparent confirmation of this i nforilv>tion we.s contained in D. 
lees detailed report which the Swiss received from their 
Legati on in Budapest, froo which it seems definite that the 
Hungarian oovernoent, under Ger::~an !lressure, bas decided t o 
transfer Jewish residents of Budapest to Hun-erian provinces 
ve~3 soon, incor,orating into the Hun-nrian labor oervice 
Jews of both sexes froo l~ to 70 yeere of ege, end concentrating 
persons above and below these age limite in provincinl camps. 
I t was indicated that t he Hune~rien oovernment 1 e approval of 
these measures ia aimed at protection of the Jews, against 
whom the German Government would otherwise have taken measures 
without consultin Hungarian authorities . 

UcClellrnd lrter relayed to uo tho substance of o press die­
patch froo Budayest which geve the following pro:;>a.g~nda 
descri::>tion of mobilization of Jewish labor: 

!.Uxed colll!l1ssion eY.e.;nines Je••s at place of residence 
and enrolls them accord1n to thei r training. Jews 
receive legnl and custoi:IIU'y wo.gcs . Buclnpest Jews 
not suited for military service nor defense labor 
ar e transferred to provincea . Jewish organizations 
will colleborate with the Rod Crose in arran-in~ 
quarters where such Jews can be e~loyed mainly in 
home industries , including feather plucking, basket 
weaving, corn husking. Jews enrolled in Honved lebcr 
service will be used in industry and lodged in neo.rby 
Jewi sh houses . The Hungarian Red Cross will look 
after their welfare and health. Jewish ~ersons not 
suited f or wor k , the aged, the sick, and-the weak 
will ·~e placed in Jewish hbspitals in Budo.pest . 
Priv1leged Je,~s are subJect to co~ulsory labor. 
Under- ago Jewish children will be placed in the care 
of the Red Cross . J ews in Honved labor service sent 
outside Bude.pest may have t heir families Join them, 
with transfer o.nd ma1nteno.nce arranged by competent 
officers. Lo.bor and tro.nsfer conditions meet all 
modern requirements end dety ony criticism. 

We advised UcClelland of our regret at the inability of the 
Swi ss to transmit to the Hungar1o.na our proposed message con­
cerning reports of act ive Hungarian parti cipation i n deporta­
t ions and expressed t he belief that , whether or not they "ould 
accept the message i n a formal sense , the purpose of the 
communicat ion woUld be accomplished by the mere o.wareness of 
t he Hungario.n GOvernment that the outside world ia informed 
of abuses occurring in Hungary. 
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Followin~ the recently reported note ~roc the Hun~Prian 
Legation to the Swedish Forei~n Office statin~ that •ruture 
depor~ees tor labor service will have the right of super­
vision by Run"nrian Red Cross representatives in order to 
avoid further- charges or brutality,• and our request thnt 
the International Red Cross Co~~ittee contact Hun~arian 
authorities and the Hun::;arian Red Crose in an effort to 
establish imcediete Red Croce supervision also over all 
cauos to which Jews rroc Hullf:ary have been denorted in the 
past, the CoOQlttee responded that it i~ contlnuin~ to oppose~ 
the deportations by every means in its power. The wish of 
the International Red Cross to refrain from any shnre in the 
deport ations, if only to obtai n more tolerable transportation, 
is stated to be dict ated by a desire to avoid any possibility 
of its action beine interpreted na pPrticipati on in or 
annroval of denortations . The InternatiOnal Red Cross has 
adVised that a new proposal has been submitted to the Hungarian 
Qove~ent and the J ewish Senate in Budanest seekin~ extensi on 
of International Red Cross protection to" J ews confined 1n 
camps or houses in Hungary. We aelted McClelland to convey 
to Intercross our feeling t hat feer of ~sinterpretntion 
should not be allowed to stand in the w2~ if ~ervision of 
deportations oan alleviat e the sufferi ngs of deportees . The 
very presence or Intercross observers lll1Ellt ht\ve o. salut."ry 
effect beyond the cere h~~iio.tion of treatment or deportees. 

With reference to the persistent reports of renewed or impend­
in~ denorto~ions of Jews fro~ Hunv~ry and Slovakia, we requested 
:Jclnelie.nd t o convey to the German authorit ies through official 
Swiss c~~nels this Qove~ent 1 s ecphatic protee• ·rainst t hese 
deportations end its firm dete~ination to see to i~ that all 
persons participating in any form whotsoever in t hese deporta­
tions or in any other forms or persecution in Hungary or 
Slovakia will be apprehended &nd puni~hed . We aloo asked 
UcClelland and Representative Olson in Stockholm to make the 
strongest possible unoffici al representations along this line 
to appropriate individual oerman officials through all 
channels that ~y be available to t hem. 

Snaniah Via£\s 

Information received from our Legation in Tangier indicates 
tlmt the 500 children and 70 adults woo were granted vis ... s for 
Spanish l!orocco are being cared for in '-' special CaDI!> under the 
protection or the International Red Cross Co~ttee and the 
Spanish Legation in Budapest . We requested our representative 
in S\ti tzerlo.nd to verify this report, and unless it is confirmed, 
to request Intercross to undertnke suoervision of these 
beneficiari es of Spanish visas to prevent their deportation 
or persecution. We also requested thc.t such supervision of 
the beneficiaries of an additional 1,500 Spanish visas author1=ed 
for Jews in Hungary be assumed es soon as feasible . 
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Visas tor Children 

Our Embassy in Quito advised us tl~t the Ecuadoran Govern­
ment , in connection with its acceptance in principle or our 
proposal with respect to retu~ee children from Huneary ne well 
as f rom France, has indicated that it will be able to accept 
approxi:llately 300 chU<lr(ln . 

Evacuation of Children to Switzerland 

The rP?resentative or the priv~te organization endeavoring 
to exrange the evacuation of 5 , 000 children from Hu~~J to 
Switzerland advised our representative that an undisclosed 
diplomat recently arrived in Switzerland from Hungary stated 
t hat he had received information from "competent German 
quarters " indicating t hat i f convincing and concrete aoeuronceo 
were given by either the United States or British Governments 
that these children would be admitted to the United Stotes 
and to the Bri tiah I sles, the Gertlnns would certainly per.U t 
thee to le~ve Hungary by way of Switzerland . It was indicated 
that the question of t he S~iss Government considering as 
insufficient thP guarantees given and sponsored by Great 
Britain and the United States that such children would be 
evacuated from Swiss territory did not therefore arise. 

• SITUATION IN SLOVAKIA 

• 

UcOlelland cabled Board Representative Ackermann in Italy the 
substance of reports received in Switzerland from trustworthy 
sources i n Brntisleva indicatin~ t hct the situation or the 
reca1rU.ng lS,ooo t o 20 ,000 Je'tl's ·in Slovakia is becooinr- 1:1ore 
and core precarious . While a report that Slovak officials 
began to deport J ews 11£a1n on Bepte:Jber ll had not lle ·n 
oonfirned, :.!cClelland advised Ackel'!:lllrm that reliable l'.nd 
confidential inaications reaching him point to the responsibility 
of' the Slov~ ·~uisling" GOvernment f or thiB renewe<!l· per-·.. · 
oecution of Je1vs . This ia borne out in the recent public 
statement by the J.11nister of Interior of the Tiso Government 
that t he Jews and Czechs were the instigators or the extensive 
resistance movement active e short tloe ngo in SlovQki~. 
Czech circles i n S~itzerland and Jewish circles in Bratislava 
reel stronglY that energetic and quick use of' Vatican influence 
could help to alleviate the situation. ~cClelland requested 
that Ackermann discuss with Ur. llyron Taylor the poeaibllity 
and advisability of Vatican intervention and oleo su~osted 
that advantageous use eight possibly be made or the r~ct, 
reliably reported, that Slovak Uinieter Sidor is still Pt the 
Vatic.an, where he supposedly hopes to secure p~oteotion ~rter 
the war i s over. 

We suggested to the A~oetolic Delogete in Washington that the 
Holy See ~~ght find it ap9ro •rirte to reiterate to Dr. Tiso 
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' and his assooiates, throuph Sidor or otherwise, the 
ser1ousneso with which this aovornoent views any part 
whiah Dr. Tiso or his associat es m~y play in the deporta­
tion ~d persecution of Jaws in Slovakia and our intention 
to take their participation in such activities into account 
in the future. Ackermann was advised of our action and of 
our concurrence in UcClelland ' s suggestions . 

SITUATION IN BULc.ARIA 

Al:lbassador Harrime.n forwarded to us from L!oscow, a press 
dispatch from Sofia reportin~ the establishment of a 
Provisional Committee 'to help persons suffering from t he 
effects of the policies pursued by the Fascist Bulgarian 
Government . The new Committee has issued an appeal for 
medical and other help for the thousands of persons just 
released from prisons and concentration camps. 

Our Ecbassy 1n Ankara has verified recent reports of the 
!Qpoverished condition of the major portion of the Jewish 
population in Bulgaria end the imperative need for t heir 
relief without delay. 

SITUATION I N POLAND AND THE BALTIC STATES 

~sports have reached us that there are perhaps 60,000 
surviving J ewo in Lod~, Poland, that oeveral t housand 
Lithuanian Jews are held in a camp at Krotingen in t he 
Li t buan1nn-East Pruss ian border r egi on, and t hat 7, 500 have 
been deport ed from Kaunas to East Prussi a . There is every 
indication that t he lives of all of these people are i n 
grave danger and that all possible measur es to avert the 
possiblity of their tragic aasssore by t he retreating Germans 
must be Joined and brought t o bear in t he crucial days . 
immediately a t ltand'. · We requested Representatin· Ol'deh · in 
s·tockholm to make urgent attempts t o extend to the Xroti.ngen 
inmates and any Jewish deportees from Baltic countries in 
East Prussia the rescue and relief operations now being 
conducted from Stockhol m in behalf of Jews remaini~ in the 
Baltic States, and to use ever7 means at his comaana to 
sa!'eguard the lives of the Jews in Lodz.. Representative 
l.!cClilllnnd in S·Kit::erland was asl<ed to ~e inquiries of 

4? 

t he Internntional Red Cross an~ the Swiss oove~ent r egar4-
1ng conditions in Xrot~en and any camps 1n last Prussia, 
the ·nunbere ~.nc. treat men1: of persona held there including 
those 1 lth Lnti n American documents, and the facUlties 
avail able to Intercross therein, and to urge Intercross to 
t~e 1a"ed1ato oteps to include such camps in its 2rog~am, 
mainly with a view of saving the i nmates from deatn. llb1le 
the Soviet aut horities are undoubtedly awar e of the danger 
t hn.t t:.e Gert'la.l\B r.;.aJ atteopt t o extei'I!Ii.nate the Jewg reiDain1Dc 
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in L· ~ before evncuutinrr t~c city ~~d onn be expected to use every means within their ;:>ower consistent with the military situation to forestall euoh a disaster, we have requested Ambassador Harrlcnn to discuea t~e matter with appropriate of~ic!ale of t~e Soviet GOvernment 1n the li~ht of tlus oovernoent 1s deep concern for the safety of victims of enemy persecution. 

EVACUATIOtiS THllOU'lH ':!URKEY 

43 

Repreoento.tive Hirec;mann reported that he had cnde I' recent survey of conditions and developments atreotin~ rescue operations in the BAJ.ltJ\ns ~>nd thl'.t his findings point to the conclusion tr.at only remote poeeibilities now exist ~or rescue activitieo from Hungary through Turkey. All rail communications and civilian movement between Hun~o.ry end other Bo.llron countries ht>s ended. Ponibllities for evac\U'.tions ore further narrowed as a result of military operations attendant upon the advance or the Rusaian front into Transylvania and the Rumanian and Bulgarian declarations of wc.r on GerL'Ifl1lY. 

Wbile approx1cstely 100 additional Greek refu~eea have arrived in Izmir en route to Palostine, it appears, after exploration of the situction in !zmir end oonsideration of developments in the situation in Greece, that establishment of an independent operation to direct the rescue of reru~ees from Greece to Turkey is not warranted. 

UNITED STATES VISAS FOR PERSONS IN ENE:.!:{ TERRITORY 

In connection with his efforts to obtain nffirmative notion . by the Portuguese oovernment in adr.!itting refu.,.eea from · Hlin'g~Y 'lUlU· el'eewtl'llrE: w.uez• t:-.o · v!aa pro~~:rrur.a which .we. have f orCiulated,. Acbaseador Norreb inquired as to the possibility of eendin~ tLDae •ho do not receive American visne to Caap Fedllaln. 

EVACUATION OF SPANISH REPUBLICAN REF'tJGEES FRO:A PORTUQAL 

.Ambassador Norweb advised us t:.at, although United States t ransit visne have been e.uthorized for a number or Spanish Republican refugee& to be adaitted to Uexico, serious difficulties are now being encountered with the Portuguese poli ce regrrding their exit rtst>s. 

BIC!Oqi!I!IOI or Ll'fiJ "'JDTillll PAJ8P()M8 
81noe Minister Harrison reported t hat he haa not considered a4Yisable offici~ presentation of unconfirmed Salvadoran 4o0WIIenta to the Slrisa Feder.al Pol1t1otll Department for "-1.1veey to perso:u in Qertiany nd German-controlled territoey 

• 
Regraded Unclassified



• 

0 

44 

- 7 -

other t!ul.n l!unr;ar:r, r.e ceblct\ 1, that the documents in 
question ~oy be deemed to be oovere~ by the Salvadoran 
GOvernment ' .a declaration IJU'de so 1e tlme ago thro~h ita 
protectin: power that SalvPdornn pescports held by Jews in 
Germany or Ge~nn-oocup1ed·territory ora officie~ly recocnized. 
It was accordingly sugrested that delivet'7 o~ such docuoents 
lle effected H, in llis Judf;.:lent, it would assist victioa 
or enecy persecution to do so. Inclusion or t!.e names or 
the individuals n!~ected in the lists of 9ersons eligible 
for exchange to be presented to the Swiss 11ss "lso Sll(;f"ested. 

We requested Uinister Harrison rnd Rto..,resentat1ve J.!cClellnnd 
to ask the Sl'liss authorities to continue pressin17 the (}Orman 
GOvernment with our deC!lJ\ds that the latter cease its 
practice of questionin~ documents issued in the name or any 
~erice~ republic and accord the bearers or such docunents 
the rights 'lnd privileges to which nntionals of the countries 
concerned are entitled. Den3nds for the 1~edio.ts return 
to recognized oivili~n internment C~U?s of such docuoent 
holders deported there!'roo e.re to be r~eeted with the 
decla~etion thnt Geronn authoritiss responsible will he held 
strictly accountrble for their fc.1lure to cocply. On this 
point strong unofficial representations to a~propriate 
individual aermc.n officials throur-h avn1lo.ble cht>.nnels 
were also augaested. 

N/1/\J~"-' C,_ 
. W. Pehle 

cutlve Direct or 

Regraded Unclassified



0 

0 

Dl.lt.ribati 011 of true 
.-tiJic 01117 b)" ~al 
~t. (SBCRBT W) 

OOtobu' 2, 1944 

Noon 

n- refer to .,_ Ito. 7473 of 5eptaber u, aDd to 
n.partMnt•a No. 7485 of Septeaber 14. 

b follO'Ifi.a8 cable dated Sept..aber 22 (Bern - No. 6276) 
bu been recnved frcm lloClalllnds 

QUOTE loiCClelland eende the follCMi.ng for the War Refugee 
Board. 

Rafareoca 1e ...Sa herein to the Depart&ant•e ~ber 14 
cable No. 3185. 

A. note dated Septeber 8 frcm SWiee hderal Political 
Departatct reeeiYed b7 the Britiah Legation at Bam aDd report­
in& eubataoca of a conqraation bat.Mn an WII>8MCI Oenoan l'oreisn 
Office official aDd Sltliaa »1niater Faldecher at Berlin 1& the 
basis for the British Miniater•e telegram under reference. 
1.11 approach had been aada to the oarmana by Faldaoher c0110arning 
emigration of ..... initi.al srO\lP of 2, 000 11\Ulgarian Jawe fr<* 
II\Uigary holcliDg Palestine cert.ificatea for who. the Sld.aa Lega­
tiOD at Bt!depeet iNiled a collactiYe paeeport. in late ~. 
(LagatiOD •• lllg\l4t 3 cable lfo. 4'112 and lugwrt 5 cable No. 5043 
Motioned th1a). '!be <leJ'IIAD& raplied, u Britieb lt1Diater•a 
telegr .. stated, tat &inca the Dapartllre of theaa people for 
palaatina would cl1etllrb oo.r-n relatione with A.raba• thaT could 
not ~t theaa people to co. Howat .. tba OenlaD :ronlp attica 
intiJiated to Faldaclwr •tbat 1i tbilla J- ware COiDC to 
.....-1oan or Britiah tvritorT their departure would be "fiawad 
80I'e fa'fOI'abl1". C«we<lu.atl.T there 1a no quation whataoa....-
of a COIICrata offer on tbl part of t he oar-an Qowaz wt to 
pend. t web a IJ'OIIP to depart it AlliN agraad to aoo~t ta-
1D a1tMr ....-tcu or Britiah terr1t017 bllt a 'f'IICU atat.eat 
01117 tba\ ._.. faYOI'abla conG.cleratiaa• wwlcl or llicht be 
giftll to ncb a propoaal. ID adcl1t1aa the 8lt1u DOk report& 
'f'V7 de!iJd.te reca-t- b)" ow- that for aacv1t7 raa&OD& an 
uact liat of ,_ •- depu'tva ia caa~ abollld be 
tumUa.d the oer-. 11ota alao that tbla ._. 01117 a .....-bel 
(DO\ 111'1ttea) eta'-' floa. a- 1Waip ott1aa wht.ch u 
ia wll iiDGIID earta aal7 _,. alicht 1Dfl-• on dacia10D& 
aDd plaDa of Qutapo and 88 wbo are olm.~, ao far u tba 
a.- Got.. t ia oo••l*l, 1D caatrol of the Jftbh 
llltaatiOD 111 !lllllprT. 
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Ttw Brit.iah Lecat.im at Bern with Wbca I cliacuaMCI th:1a 
quaat.im 1a of the opiniOil that tbe Sod.aa Lapt.iaa at ~peat 
ebo\ll.d not under arq ~ .. be raqueated to deliftl' to 
tile o.r- liats of HUngarian J... and that t.raDa1 t ol azq 
group or cr~ ol Jen throu&h Oen.n-eont.rollecl t.err:l. tcry 
at th:1a part.iculu' t.1M would be, to NT tbe laut, an 
.nr-l,y haaardCIWI Ullllartalc1D&· Unl"a real control by eou 
euch oraan ae ICRC caul.d be ... urec~ perwlaaiOII tor INCh t.rcwt t 
1.t i t wre granted could ecareel7 be relied 11p011. It ie tbe 
leel.iD& ol tha Britieh IAptiOil ben that tbe reeponai'bUit7 
ol rec,_a""lnc eucha~ could not be aaeu.ed by it, 

In qreeMnt with the poi.nt of 'rift of the Br1 t.ieb I 
teal that it would be excMCiin&lJ dancerCIWI to t.ry to nacuate 
HUngarian Jewe through terri tory contklled by the Qenu.M which 
now that exit by way of Bulgaria and RluDania 1e barred, 1a tile 
only exiatina reute, Wl.t.h re1peet to tbe enntuality of t.be 
Genu.na attempting to hold tha Allie• reeponeible tor not 
accepting an oller which it could hardl;r be said, alter all., 
baa been concretel;r ude would on t.beir part conetUute pure 
cuuiet.ry. 

u an alternat.1Te an ott er aight be ll&de to the Oer.ana 
'ria the Swill to grant t~rary haYen in Allied terri tor;r to 
the group of 2,000 or more Hungarian Jewe wbo did not han 
Paleatine eertiticatee and 11lo did not plan to go to Palaetine 
enntuall.y ae the Legat1011•a J.uguet 26 cable No. 5579 sucae~ted. 
ot courae trom the Jewish point ol 'rift tbia would raiae ftl')' 
knotty pr obl.,. ot selection in ~ary of a non-Paleat.iJie 
croup. The poesi'b1lit7 exiate tor t.be Britiah to ~lare 
lOI'II&l.ly t.hat tbil &roup Would DOt 10 to Paleat.iJie and t.be 
Ger.ane' all.ececl objection to Pal.Mt.ine amcrat.1011 WOIIld tbDa 
be olf1at. It c a.ld be ate ted, it the aer-ne inaiatecl on 
lmowina the ultiaate deltiat.ion, tbat. di'Yiaion ol thia croup 
..ong Tarioua onraeae countr1e1 of ~ation waa beiJIC 
act1Yel7 ~eel, It ai&ht be poaaibla, io ~r to aaae the 
probl• ol 1ettl-t ot &IICh a group in the poatlnr 1 11 W. 
could be dOile wi tbout Genaan euiJ)iciOil baing ar0Wied1 to 1alect 
Bun&arian J ... who desti'ed to return to tbeir cOI&Dtry wban t.be 
war 1e o.rer. '!'he idea ol pttin& J... out ol Jklrope perunentl,y 
ia an obeeH1011 in certein J14s1 eirclea and tbe)' 1L'ill not 
tolwate t.be departure of t.hoae tbe)' teal M1' cc.e block acatn. 

J.n addit.ioaal alternat.in of a acre poaitin nature would 
be to .U. a concrete otter to .aait a group of 1,000 or acre 
!lllllprian J..t.ah cbildren into the United states, tor inatance, 
thoH whoM parent• ban been deported in line with Aug lilt 2l 
cable No. 2877 fr<a the Dtgartaent, Pending poaaibll.lit7 to 
naeuate auch c'bildren to the United States the;r could poaaibly 
be cODTo,.cl under ICRC control trca ~l&r7 tor a teaporary 
aouourn in Sod. tMrland. UliQUOT! • 
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'!'be tolloriJic NPl¥ bu bMD HOt to llCClell..uld aa 
110. JJ?t ot Sept. )0, 1944. 

QDOT'I Pleue Nter to TOUZ No. 6276 ot Septeaber 22. 
WI ccmcur 1D you:r coocluaion tbat it probablJ' would DOt 
be 11M tul to pllnU turther the ...ape waeation b)< the o.r­
t orei(IJl attica that a request tor the a.iaration trca ~ 
ot Jews holding Palestine certitioatea .tgbt be more taYorablT 
c cnsidered it a~.~eh Jews nre goingto Alaerlcan or 8ri tieh 
territory. 

'Dth regard to you:r 811i&eetion that perbapa ettorta cOI.Ild 
be ude to facilitate tbe e.tgration ot ch1lclren and othera 
who do not han Palestine certitioates, you:r attention ie called 
to the tact that the Legation in Barn alNad'T bu broad authori­
ty to grant viaas tor ent ry into the United Statee. 

Particular Nfarenca is INde to Dapertaent •e No. '2Im ot 
Allguat 21, which INde anilable appron.atelT 41 000 .a.erican 
Yiaaa tor children in llungarTJ Depanatnet•e No. 260S ot Jul7 28, 
Which ude epeeial proviaiona in !nor ot J)G'8CDI to wbca 
.Perican u.1cration Yiaaa wre i awed or authorhed etter 
Jl.lly 1 , 1941; and Dapart&ent•a 110. 2918 or Aucuat 2:3, mald.ng 
special prOYieions in taYor ot cloee ralatifta ot .Perican 
citizens and alien reeidente i n tbe United Statee. Pleue 
Nfer als o to Dapartllent•a 110. )120 ot Sept.ber 9 Which ._ 
uri ... the arranae-ta llede b)< thia goNI-~ tor t bt ..S.gra­
tion ot retugeN trca ~&r'T to tbe United S\a~ aDd other 
CCNDtrl. ... 

TOll 1118ra requeated to bring the f oregoing &rraJIC-te to 
the attention of tbe Swiaa Qonr-ent and tbe lDtanlatlonal 
Red t;.oes, and throUgh thu, to tbe attention ot the a.ruo 
and INDprian author.iUea. .:l.n. an .effort to effect \he aftO\la~ 
tloo trca BWI&U7 ot ae 1Uo1Q' aa poeaible ot the ~ tor 
wbca arrrenc ta haft thwl bMa llede. WI aa•- tbat ,_ 
baft done~ poeaible to u.eute tberH iMtruotl-, 
41111 it ~ turtber can be done ill tld.a N~ard, w aN 
nre that :rou. will proceed to do ao under tile al,...q uiatiDc 
aathoriaattooa. T01.1 'aill. uota that tile authoriaau- allon 
referred tau. applicable to at&betentlal.lT _.. than tbe 
2, 000 Nflll"a referred to in you:r Jo. 6:n6 ot Septaaber 22. 
IIHQUO'l'B 

lD Yift ot Mcelfolhncl.w• cable, w do DOt (repeat DOt) 
intend to talce 8Zl7 further 8CUOI'I in COIIMCtiOO with t be n.pa 
illtiutioo ot the Qenaan P'oreiiiJl attica that tba ..S.gratioo ot 
acae 2,000 Jt.u~«artan J- boldine PalMtiM certiticatae .tght 
be aore tnorahl.,y coneic:lerecl it their destination wre to be 
Ar.lerican or Bri u .eb terri tory. 

4? 
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p 7'011 will not., bonver, we haft indicate<l to llcClall.and 
that be ahO\Ild ccatinue to do ewr;ything poeeibl.e to affeot 
the ancration of these Jft8 fro. ~ary into •noo-Arab• 
territory fer whca arranc-nte have alread;T been JUde. Since 
these arrang...,te prelriaabl.y ban been c._micate<l to the 
oermana ec.a tiae aao, it ie not known whether an;r auccess can 
be acbined. However, we will continua to maJce every effort 
t o that andt 

For your conYenience and tor the information of appropriate 
officials of the British Go....r01111nt and ot the Intargo....rnMntal 
C~ttea, following is a 8\lllllll&rY of arrangements already ude 
by thia goverDMOt for the 811ipat1on ot Jews tram ~ary to 
the United States and other territory, 

(1) ()I August 21 the Legation in a.rn was autborieed to 
ieaue visas under liberal conditione to approxia&tel7 4,000 
children arriving in Srit .. rland tro. Hungary. This authorisa­
tion was ieeued in auch UDDer u to i.Mure the ....Ud:l. t7 ot 
the vi8&e until transportation to the United Statu ie avail­
able. The tecation was instructed at the same tae to advise 
the Slr.l.ee authorities of the aulahor1sat1on ti ieeue Yieae , and 
to maJce all appropriate effort• to arrange tor the release 
from Hungary of children eligible for such Yieu. 

(2) ()I Anguat 1 the Legatico in a.rn was authorised to 
iuue, under certain conditione, new Aloerican baigration visas 
to an,- person in en&IO'-controllad a.rau who held an ..,..rican 
viH or fcr wboll a visa waa autborieed after JUl7 1, 1941. 
Tba ta&ation waa inatrw:te<l to 

'.!3 

(a) ad'tH&''tbli Slliaa aut.ftoritiea' of' ibis autlioriut.iooj'" ·" 

(b) raqueat the Slr.l.aa Government to advise eD&~~~T 
govwraenta ot Sritsarland•a wUlinpaaa to 
parwlt the antr,-, wlth or without traneit vieae, 
ot all paracoa to wbca u.igratico visaa ware 
ienad ca or • ubaaquant to Jul7 1, 1941 J and 

(c) adviaa the Sld.ae author:l.tiaa that auch paracoa 
entering Sid. teerlaDd would be adaquatal,- MiD­
Wnecl 1111tillalipbl.lit7 for new viaaa waa datar­
a:lnad, and that all paraODII found 1n&lic1bla 
wO\Ild pra.ptl7 be naouate<l f ro. Slr.l.teerlud. 

Tbe sua autllarisatiODud inatructione were aant to Sloadan, 
Tu.rlca,-1 ~n and Portugal. 

(3) ()I Au8Uat 24 tba tagation in Bern was d:l.reotad to 
requaat Slriaa authoriU.as to advi .. .-;J t;otat-4ta, par-
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ticUarly Oeman;r and llunpry, that .a.ericm Coneular ott1c~a 
1.n neutrel countries Mel been authorised to iaeue 1w1gratiGD 
viau to 

(a) tlw elien iuabend, wHe, parent and unmarried 
llinor cbUdren of an Allerican citiaen; and 

(b) wife and IUIIIIaZTied lllinor cb.Udren of an allen, 
resident in the Un1 ted States 

who has been 1n an area controlled by Clei'1Dany or any of beT 
allies, provided any such person( s) presents hiloseU to m 
.AIIerican Consular Officer and is found not to be_d1equalit1ed 
for a visa. At the - time, the Legation 1n B rn wu requeated 
t o aecure the agree•nt of Sw:l. taerland to adv1ae8en-.;r gO'f'8rn­
menta of i te wil 11 ngneaa topel'lll1 t the Cltry into Slr1 tserland 
of peraons falling within the categoriea indicated abon, and 
to aaaure tbe Swiae offfi1ela that peraona so admitted will be 
adequately llaintained pending determinat ion of eligitdlit:r for 
aucb n.as, and thoae found unqualified will be 8't'acuated 
pra~~ptl;r. S1111lar instruction& n re sent on the eame date to 
snden, Turkey, Spain and Portugel. 

( 4) J,eaurances han been obtained fro. the gowrmenta 
of Ireland and nrious Latin AIMrican Republica that the:r will 
receiw at laut 2,000 clll.ldren, In addition, Mexico has 
uaured till. a gowrnment of i te w1llinpeaa to g1.,.. •ersanc:r 
abelter to an unapeeiti ed number of refugeea fraa e.-y terri­
tory for tha duration of tha war. Allons the neutrals t he 
gO'f'8~te of Spain and Sftden ban agr-.cl to .a.d.t children, 
nwoberoua ..:lulta, and para- to wh0111 .AIIlerican 'fieas were 1aaued 
or authorised after Jul:r 1, 1941. Spain elone bu authorised 
2,000 'fiau. 

In n- of the foregoing, it 1a apparent that adequate 
unrancaa haft alrudT bean afforded tbe Oel'II&IUI to teet tbe 
sincertt:r of the intt.ation that retuaeea lligbt be pel'llitted 
to lean Bwlf!IU'7 it tM;r go to tbe United state& and not to 
Paleetine. A.ecordingl:r, it .. _ 110re practicable to continu. 
our effort& to effect "tCUtatiGD under tbeee exin.tng autborisa­
tiona tt.n to puraue turtber t e • caawbat oebul.ou et.a~t 
of the Qera&n Foreign ott1ce referred to in :rwr 747), 

I t will be appreciated it JOU will upreaa our n-& on 
~a ut~ to t.he appropriate oft1C1ela of the Britieb Qoft:m­
-t. and the In~&ovw =t.al C~t.t.aa, 

IIIILL 

43 
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!blo ~elo.,_ _, -· 
perspltnlltl Mfon Mllle 
a •»•W w..,... ..... ~ .......... n.., 
..-q. (UI!IIIIIIII) 

hon~7 of I~'•• 

Waall1•c\OD. 

1186, Oc\oMI' a, U p ... 

:Da~otl Ocw-•r a. ltu 

•o'tl ltiiO p ... 

.. -••utl a n-DA&Uo• la Jlopan8od'o 

"''• hp._.., at eonMl'1llll& Ullplee~ of ,....la \0 

h•* ~llUoal ln\one.o l!l 0.~7 aD4 •'bal•7 

baa eo l.afor.otl len. 
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SIICRBT 

Secetate, 
traahinston. 

J.-321, October 2 1 12:30 p .m. 

r.suci&alpa, Honduru 

J.-321 

October 2, 1944 

RIC ' Da October ?, 5 P••· 

Depart.wnt '• secret circular airgram of September 19, 1944, 
9:15 a.m., conceruine holders of Lt.ti.n-.t.merican docu.nte. 

The oene~t of Honduras does not haft a liet of tbe boldere 
of euch docUMnte becauee the rorar honorary c01>8ular officer• wbo 

eold them to the interested persone or orsaniu.tione neslected 
~:te naturall;rl) to euppl;r the names of the Hondaran 

etr;r for Foreisn .t.tflll.re. For the same reason, the O<nern­
ment of Honduru would be unable to check an;r list which nd.sht 
be submitted by the s.tss or other authorities • 

.a. reeponeible official of tbe 111n1etr;r for Foreign Aft~ 
told • thie IIOZ'tlin& t hat aa f ar u ill ~mow~~, onl7 t~ 
bona fide Hondur&M re-.i.n in Olll"'II&D7 or in Ollnaan-Controlled 

Wirl.twn tbe" are Antonio .u:DUVDI, !lnrique LOZAIIO, and 
V1.oleta V1.ctoria 'OLTHBR. (The last wae born in Hondurae of a 
Ge~.~.a~~r and a Honduran •other. ) 

?04/?ll. 5 so 
JBI'allb 

Tranamtted 'ria cCNri.er poach cloeinc OCtober 3, 1944 9 a.-. 
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n·• a •n ~ ftW'IlAM Ji&iltBD 

...s. .... c •• ,, •• a a1, """ '• 
~~~.~ 
oot.o~~w a, 1944 
lJ9 

'ftle 1111' Jl8haw aa.rd u reca-W b7 ~ \o " mt~ 
\o '-1.8 s.pt, .,.. • ...... ~ --· ""-· 45 ... 17\11 
Sv..\1 J'!C., \be follc-h. • ... 

AIIICGI "• to 701JI/r lMMr da\ad Jlll7 all, 7W .... 
iaftnla'-i ua ~ oable t.o pl.- a.as,ooo a\ tile d1apo.l 
~ ~ SUbenh. Ito aucb U.\no\1- -- -w..~ 
1A .,_ W..,... ~ Jlll7 :n aD4 Aucu\ ? , 8, 29, ar .:J1. 
OD v. ... ".,, ,au na\ad \!Ia\- amt- t.o u.t .. 
1'-.iwd- alao tr...-1\\ad b7 7W \o ()eDna ... -­
nc.iwd...,- 1,~ hta .,..,, w and 196,000 
hta ll..V ' aDd N0111wd lllldiU-.1. 123 - hta 
''"l £ Mel Sep\aUaa' aC) end DOUd.ail el.8e.lt jOa 

1DW. 14M! ua to w-tar ~ 111111\ ..,... ns 1 hta ttlia 
- t.o YG'bbla sn• ab jiiiiila ~ ua \o Ua\ .u.ot • 
.. ..-! 111 \h v-taat. lata nn 1A\ar-' -,- 1 apcftll 
-'laaad 111 t!ILrd ~ ,_ Jl&lj .. lfttar, ... 
all trianda •'l I l ~t •Uataau .. - ,_ I 5 "•• 
.. \but ,-. Waft a.n baaa ...oat.wo hta Yanl-. -
to.\tCiftJ ._ u _, ..Uw ....S -tan wUb Ilia u 
--... ..t-td a. 

PJ.IWJCM 

IlOna l td I aocad piii'U are baUic --.lead. 

!lCRaB!Ofl 10/4/44 
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RWtiiUCISD 

~. ' '•• ~·· a. 1944. 

~·~· :rs ad\tf.al eaw ot n ow" 1 sst 111r •-II' 
to U1Dlda'7 oZ r=wip Attabw o 1 a 2• a-. f/6 

"'' 8 ;5w tlo .-. raw 
1 

i.D ""' Ill' 

11Uob ntennne to t.bl 1llpllrt.eut•o tel..,._ •· a519 

~ Ssp' t.r 11, 1944. loll P·•·, c z 1I11J11 t.b1 ~ 

dtu&U. - • .,. rtl a ·-~ 15, a Jb d:l.o .-.. 

i.D J I t• ot 5& '+ JIIIIIJ ...... o 1J11D an I F 1\sd to lie 

f.IIL&aawd at a.lnr. Blfllen 1n ner-.:r J1 "• oaaap'Let.loa ot 
aa a u IVIr UIA:r ~ Vllft1 to% tn, I 5lno ..,_ 

,__.to -=1ooe a Cap'T ot ................ I'" n ll5, 
1944 1lbl.oh ..,. ....... 0)' bu pnoea\ed to t2lo .,. .. ..,. ot 
Ponlp At~ oo th1a aubjeo\1 1n wld.ots tbe !lllfit 1a 

-.-- ~t. t.be Spen1ab (Jo- t. .u1 - _,-
a\ U• ebsponl to !ea1lJ.t.ete t.bl t&aawfw of ..... ,. __ 

to~ ..t that, 1.n t.bl _t.,__ lt.1d.ll _..u...,. 
~ 'ri£'l•nc• ill protect.tnc U.. hca J ""a\ 
..,_ 111w111 ot t.be a.r- eu~t.18o. n 1ll.ll au .... 
tba\ tbe .ugeaUoo 1a MCie 111 t.bl ?H ; •• ___ ,_ 

U.'- •Muld t.bl earl7 t.rtmat• ol \bla ~ to .... 

• ,.._to be ~t.1eable, U. "*"ell ouuu '_.,__. 

to aa a tar t.bnr teet-•: •WT into Slli'-l.Md, 

lllt-U. haYUII ~ broueht to tile PH t'• at'-Uca 

ttJr It \Ia up unt.eU- ol ..,U,_ ~ u.t.Miale 

VlrJ 2 7 2- to tt- .u.n tba\ ..,. -- ouuw t S8 

• a 11 t.o -• .,...u.tto oo.s ...... w a ,. ; ' 

f/6 that •'-· 

,.. ott1cial at t.bl ~ 11M ndlld, 111 •r::•::~:·~., 
to u. o._.' au- 1M\ rona. s. \Ia 12 :•• l ... ..,. ..,....b Ocf& t. 1a ..u~ -=Aillr 1\..U 

wl\11 u. w.U.. ot \be ,.._ Ia ca-v.ca. Old ttaa\ u 
11111 -u.. to --~ eltW'\ to .... ... ... ... 

~ •t rtl (JU 1J 0\Ut IS ..... Mru.\ ; I ?hl• --''-

~,_.., 

/a I c.rJ. ... J. •·--
c...l ........ --

n ' ••• 

c~ 
' t 
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CQJf -.,., __ t.o ct.lpatob llo. 3169 ..... 0111 t a. 19114 ... 
Clll'ltall J. B. ~ • .-rtcaz1 

2 

&r, at. ..u, IJ ••, 
CD ~ (d or-. of 155 ~ ,_ lAW It la OW 

•••••••• 

!he l>b '*'¥ bllll liMa 1Dt~ tbat u... ... 
iAt.c I at the..-~ t~ 1D a 01111P- :a~''::!.tr..s Boccwn in 0.~7 a II:'OIIP ot w 1•'-17 - In ' .s ..s ttn,..n,. ~ .,_, 1A Jl •ca a«._,.. 
p·e~, wtloae ontey 1nto Spain 11-. al.l-a)' tee 
118".-i to b)" the ~all n-At &1111 tbe appropriate aer-n autlur1t1oe but whose a-.nl t.naeportat1on to 
"""'"" Wrl'itoJ'7 baa beeJI beld lip b)" J'e08Dt llll1tar;r dewltlOIJI"''Dt.ll. o\NIDd.n& the abov~oaed f.ct.e to 
be eiiODIIU~ acou.rate, tile IJAlted atatea Ooww nt. 
ciM1Jw to a;1NA tbe bope t;be~ Ule ~Db 'lu- at. 
'lllll u.. .wr,. - at 1 te cl3,apne •l to t ec1l1 tete U. Wwlatw of tbeeo l)WirOilll to Spa1JI ud, 1A ~ -u-, 
1ILll .-<~1M the grMteet viHillwc• 1n INifeCQIIZ'diag thea 
~ poeD1blo poraecuUon at tba halide or the CJenoD 
au~u ... 

Sboulc! the ear~ t.raneter ot t.IUA &1'0IIp to Spain 
pi'OW to be 1tllp'act1cablo, the ll"beaq would ..._..t 
,._ ~bl8 4Mlral:0.1t7 ot ~Sponte" oouw a•e ..,.,«1Dn to orranp tor thcl.r ~ -.r,.in\o 
lllllUIIrland unt.1.l 8UCh till$ u o\bv _....,a •t 
~nte aon be -'to on tbeir tebolt, 1t. be111C 
lalawtoocl tbat the 9111• OoiW at bu c1- nS...._ ot U• 1d.lltnp to aooord ~~ _. 1 auon to 
a 111""11 •l ot tbe t. aatwe 2 

!ta. Uld.t;ed &t.a'- ()OIW lit '111"Ma to npNt, 1a o,. ........ -DUt.<ca 111\b tbe ~bla arr1nl (d -.h pu- Sa 
I) 'Do 1t.a pn'l'i-~ 000Dara.1Jic ~as IIWUca 
(d .ach ~·-· •ou)d aiiCh be \ba...,.. ot the ._.,.. Ou:ow • · . . 

~ Sip' 
2 

I 3$1 191.4. 

-~ 
~ 
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0.UU to MDitiDll JOIIlliCir Ill StoCmllUC JOil OU. 

\'here tellev the na.ee et .,erene whe baYe \- the oeat"' 

an 1D Bwacer:r u4 llnall:ia ter the lhrl•• r.-,r-~Un It tbe arcuh., 

tieD that Wellle r••••Dte iD 8taekhela. neaae requ11\ Wall•\erc, it 

t-lble, h aeoerlaiD whether thaT baYe IIDJ' procr- whloh hi - taolli­

tate. tt thl:r DIM IIDJ' twlu ter _, prejecta which ct•• _, reuOD""l• 

pr..t•• et 11&00111, 7ft-.. iD ,_r UaereUea, .at. flada a~ll h 

tha. It \heir reqlllir-ta ter _, noh prejeote aoiM \hi _, T" 

haft &Yaila\le ter ev.oh JNI'Pe-· pl ... • &1.1'111 tllit Beut. 

\'ba -· ar11 1D •"''''" Obarl11 le\laa ••· :a. beJ'a at 
Dr. IeiDer. Ia :lra\lllaftl leb\1 a-.1 DaYit V.CVI hrtllitlt Jlaaaa~ 

-· •••• Wei•-· 

\ • ' • • • • 0 " ... 

\'Btl tl 'liD I!CA* a•ue CMILa .0. M. 

,, .... 
Oo •'Mr a. lMt 

LIJ.eiiG'ItM ' 10 tt 
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»l.e\tl'llllilca of \ne 
J'..UD& COJI7 ., epactal &l"J'U&-'· (a.cur w) 

.&XLIOATlOB 

8!0(ZHOLM 

19'76 -
!he followtnc for 01een 11 VKB ~. 

Oc\obel' 2, 1966 

I p.a • 

,._ orCUi•Uoa \ba\ Wolbe repre111>tl u 1\oe"JJol.a. n .... ,.._ 

... ,, Wall-berc, 1f t ... ible, \ o aecenau wbe\ller \belT 

haft ~ procl'- which hi 0111 factllta\e, It \ hq a.M4 8117 

taala for ~ proJect• which ctYI ~ ...-.onabl• p roaile of 

nee .. ,, 700. ~~q, ill 7oo.r Ueoreu.,, ...., ti:Ulla •••Uable \o 

,.._, If their requir-\1 for 1U17 IWila pnJeotl uoeM \be 

_, ,_ haft P81lable for neb pupo•••• pl- .trtee \be 

_. Dr ... ,...,., 111 JraUel&Ta; ~bl '-el DnU v..ara 
Jv\llol& Dlau"-1 _. •· J. Wet.•-· 

IIJLL 
( .. ) 

5'? 
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O.ABU 'fO MIJISftll JOII5SOJI, l'rOC[S)LIC, J'Oll OL!a J'llQ( W.U. JDOOD JOAliD 

World Jowiob O.~••• b&o oal1od to tho .-teot1o~ of D..art..nt 

u• Joar& a pr~ooa& food parcel proJect b«Daf1t1D& &etatned poroouo 

:Jorceabeleu AD& otbor c.8pO• Paroole te be ~ up 1D lwdeo ~ 

oh1PJ)M fro• that po1Dt . llillol ltorch, Vorl& Jowioh ~"• r~r .. 

outatl•o, lteall:hol.m, CAD accpaint JW with text• ot bh oo\loo of 

Sopt•bor 6 AD4 1~\-bor ao. D~artaont u4 Boar4 dooire JOIU' ~inion 

of tbto parcol ••'-• lpoo1f1c 1nforaat1on 10 dooired u to wb& 1o 

to tlaaaeo tho projoct and what obipplnc tac111tto• are aur ... tl7 

anUablo fr• lwod.c to 0•na&DT• leceot .-Or .. • obi,.ato to htbtobv.rc, 

which li A 1no1do .Prioonoro ot War to4 War llotucoo Joard packocoo, 

eppareotlJ b&•o 110t 70t cone torwar4 to Oon&IIIIT bo to ObiP!'lnc Ufttculttoo. 

Wo o-accoot that tbio uttor bo dtocuooa& with Iatorcrou dolocato with a 

Yiw to &etoraWn& Intororou 1nteroot, ab1llt7 to oupomoo procr-. 

If fa•orablo rooo-dattoa to rocol•at fr• rev.. D.parta.t, FM aa4 

Boar! would bo in a poo1t1on to roooaaen4 faYOrable oeao1dorat1on of 

tbU procraa to Joint !eliot o.-tttoo, ..,, 

ftiS II DB CdU ~ S'lOCDlOLX JO, K . 

11130 • ••• 
Ootobor a. 1144 
J'llcCo....-!&r 1/30/44 

.. . .... • ' •• 0 ' • . .. . ...... 

• 
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It h WlbrUazu11Dc of 1ntereate4 craupa here that apen41tw-e 

of t\1114• fer ~·- V1lhela1n& l'un4 ad !lel.cian War Relief Seoiety 

procr ... 1e 0111017 eupeniae4 b7 ,..,. Ve anuaa froa 7.ur rooent 

cab1oa with reapeot ta tho•• pr•Joota that auch 1• tho caao. 

lbia IS 01 CA!LI 1'0 Dill 10. 194 

111111 .... 

Octo'bor a. 19 .. 

nau •1•1"' 
. . . . ······· 
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at.ft I o.\t .. J. 1,... ,. 
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o..l• \e a.m .... .._ fer lleOlellUil t .. Wu ..,.. .. 

...... 
It h 0 

•• -.. .. ef lderee\eA ............... , 

... , .... , ..... ,_ -- lll!M' ... -..& .......... "-

a.l.S.I .... _,. ,.. ..... h llleM17 ............ 'r ,._. .. --
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SECR!T COPY NO. _ _;./..:,./_ 61 

OPT!L No 320 

Into~Uon receive U? t.o 10 .•• l.l. 2nd o)otober 111"4· 

l . !i:Yd: 
UJ.noawee?1ng h~a atc.rted c t BOOLOON!!. ~ring 30th/lat. the 

MTB' s on ?Otrol between IJUDIDEN nnd THE HOOK met en enear convoy 
ot three or tour onrgo Shipe, one Deatrqyor .nd eoverol ~ank 
Lo.ndinll Crett, Trcwlera end E-Boc.tal. .. aerie a or engagements 
tollolted during which t~<o medium ah !)8 to~edoed, t110 Trowl?rs 
b~dly domaged by gunfire and one slisbtly dQDbged . Two MrB a 
11ere eun!c, our or..au~l~ies: se ven killed, two missing, nine ~<ounded , 

On 27th. o British Submarine aCinic WI 1~ Lighter iiest or 
LEMMO$. In hD~TIC 27th/28th c reed lending crort attacked o convoy 
or enaey Lighters orr SIBllNIK sinking two c.nd possiblY a third On 
oornins lat ,.J.Ued Troops sucoeaatully lcmdod 1.1 tb stores on tbe 
ISLnND 0, ? OROS, GULF OF nEOINn by roroe consisting or 5 HinoswoeP­
ing l'lot llla M:.nding Craft, We tor l~unchea r..nd Coastr.l Craft 
supported by t wo Destroyers. No O!l?Oaition. 

2, lm.IT,J!Y 

N. -:, Eurone C,,.;..S has been on.,turod. Cor=nder ot Garrison 
taken prisoner by nida.igbt 30th :>nd w in body ot 

detendera surrendered eerly next corning. U. K. end Cen~dien o.nd 
l.'ol1ah troops he>ve cc.de good :>rogreu N.·: . ot 'lURNSOUT, 

Kain ten.turc in Sa lient baa been opening ot exneoted German 
ott ock Eeat ot Nl~!ZGEN. Main nttooks oeme on ~rternoon lat . otter 
aeries ot .minor probins ntteolca ~nd ott eLlpta to intiltrnte. The 
ottooka e>r o boing held. There ere now two bridgoa over tbe li . .,.L 
at NlJMEOEN, the o riginal ro~d bridge wbioh boa been rep3iredmd 
o pontoon bridsee :ie&t or tho rood bri4go . 

Itnlv British troops h~vo ndvonoo4 cbout h~lt mile -nd crossed 
the S.,VICN.,NO-BORQP.I Road, three ailes s.·1. ot St.VIGN .. NO 

South or BOLOGN.\. Fifth • .ray troops hcve node so=a sligbt progreu 
catride the lo:OGHIDCRO Road. · · 

Bn.l.kui Russians report turtMr odvcnoo in li'UG03L..VL'. .-outh 
ot 'IVIU.'UL 3AVSRI.B. 

3 . 1.11! Oi'ER..'l'I0113 

\lee tern hoot 30th/let. " ::ellington bombed r.nd hit a 4 ,ooo 
ton ship ott .?ltiSI..N I:>LJ:us. let. Owing to 

poor wooth6r over the continent otranaivo &otivity r educed to 
ainicuc. Seventy-one Bhlitaxea curried potrol to BELGIUM and 
583 DnkotQa oarriod supplies to and between ~JlCB C>Dd BELGIUU. 
let/2nd. ninoty-aeven Mosquitoes sent out, ~11 returned 
B!\'UN3::IoK 4.8, ramnindar on othor ottenai ve opuru tions ov ~r GERMI.Nll'. 

lluaaio In B..LTIC on 30th, Ruee1nn Novel .• iroratt report h~ving 
aunk 7 ,000 ton GertlDD Tro.nsport e.nd onother ot 15,000 tone. 

~ 30th Jiediua Botlber a hit nine bridsea in HIL".N and VENI~ 
oreaa. 2113 7igbter Boabera otto.okcd oo~ic~tions l.'O 

V llOJ. Several bridges hit, rcil~~ya out in 21 places, aix locooot­
ivea and aeveral r ailway coaches doatroyod. 

Ge= •. o&bity One tl7ing boab plottod. 
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October 3, 1944 
10 :10 a .m. 

BANK FINANCING - DISOOIJNT OOkPORATIOO 

Present : tar. D.l •• Bell 
Mr . Haas 
iLl' . kouse 
Me . llills 
J!r . hepp 

• 

H.;. .• JR: \'lbat do you suggest on this nice day? 

Mh. MILLS: " e had a little preview in the ot her 
room. Vie suggested the S$me basket as you had last time , 
Mr . Secretary; seven- ei6hths certificate, one and a quar­
ter note of September '4't , and a tv.o pe rcent bond of 
December ' 52- ' 54, and a ' 65- "10 due in June, t hree months 
l onger . ' 

That last basket was very s 'ccessful and we think 
Yle can't do any better or do anything el se to improve it . 
\'.e think it v.ill ~o "ell. 

H.LI . JR: You v;ouldn ' t use the exact s ame? 

C2 

llli .• lliLLS: Just move t hem up a little fu rther . " itb 
the one and a quar t ers, T.e moved t hem up s i x months, and v;e 
moved up the ' 52-' 54 si x months, and the ' 65- ' 70, t hre e 
months . Tha t is a long t~o and a half. 

H.J.! , JR: How much did we sell the one last time? 

J.L, , MILLS : About two and a half billion. 

Mit. BELL: That is right. \ ,e open ed it at about two 
and a half billion. It i s five billion , one, in t hat 

' area, nov . Five bi llion one ninety is the maturity - the 
Uarch 5, ' 65-' 70 . 
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H . ~! . JR : Thes e var ious issues that were sold dur ing 
t he ~ ifth War Loan , how much do you suppose are still in 
the hands of the peopl e v;ho bought t hem? 

!.tit. 1\.EPP : 'lnat is rather a diffi cult thing to answer 
because the last figures available before this drive -
but going f r om the 12th of July to the close of lhe drive -
to September ~0 - the bonds of a l l your reporting banks 
have only gon e up four hundred millions of dollars in t hat 
period . So that woul d mean that a very high percentage of 
these thi ngs are still r emaining in the hands of the publi c 
to ~~om you sol d them. 

I think that is one of t he remarkable things on 
t heir over- all patt ern , when you take the thing f r om the 
s tart - not each ioci vidual drive - t he amount t hat really 
does stay out on all your issues . ' 

MH. MILLS: And also how many are absorbed outside the 
bank in between dr i ves . It is perfectly runazing the redis­
tribut i on of securities that takes place fr om the banks in 
beh1een drive s . 

!t.1:. JR: wb at interests me, after all, is what they 
taL< about r.hen you tal k to them. V.hat plans have they in 
mind now as t o T~en the fi ghting will s top in Germany? 

61 

I mean , vrhat are t hey doing , if anything, in regard to their 
o~n est imate as to v~en the fi ghting may stop? 

L!h. MILJ.S : They don ' t know. 

H. lti . J R: '••ha t are t hey ooing? 

Mh. ~!ILLS : They are not doing anything. We don't 
think i f the lighting s topped in vermany tomorrow t his 
market r.oul d sell oif on three or tour thirty- seconds . 
A year a.t;o when Mussolini stopped sudoenly the mu •Ket 
went oif about twenty or twenty- four . \'.e had t hat br eak­
t hrough, jOU know, from out of the pe~insula and the 
market YieTJt out about six or eignt thir•ty-seconds. We 
had a flurry. Then about a mon t h a1;o when we were 
pract i cally in tle16i um, over the \'eekend the .nar ke t went 
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ovel' about three thirt y- seconds - f rom h. en ty to t en t o 
three . I don ' t think, if t ne f i ght i ng stopped in uermeny, 
it v;oul d go off more t han it did v.hen we v.ere in belgium. 
'l her·e v.as a tremendous advance . 

C4 

H ••.• J R: 'Iha t isn ' t exactly v.ha t I mean . Are the banks 
do ing mything on a permanent basis to get the house. in order? 

!A.i . MI LLS : No. 

b . .. JR: Are t hey accumulating cash? 

Uh. BEIL : ~ell, they Lave a lot of short Governments. 

i.d.i\. !()USE: I v.ould like to say the t v:e ha ve checked 
f.ith a numbe r of representati ve banks throughout the dis tri ct 
in recent weeks and we f i nd that t he banks feel that they 
are in a position to meet enyt Ling t at is going to take 
plac e, t hat tbey have a large vol ume of short- term securi ­
ties , ·bills, certificates, short-term notes, adequate to 
t ake care , t hey belie ve, of anything that is going t o 
devel op. 

Of course, the New York Gity banks t hink, over a period 
of tL:ne,thei r deposits will be&in t o increase, but neverthe­
less , the outstand ing t Hi ng about their condition is thei r 
liquid ity, and they are prepared, v.hether it~loans, Yllether 
it is opoortunity to buy securities at low prices, or what­
ever it ·ls;··they feel:· t h-at ·they al'!! pre-pared to go ahead 
and do bus ir-e ss , and certai nly the condition of those banks 
in l hat area bears t hat out . 

ll . ti. JR: Let me put it i n a different way. The re i s 
lots in t he pape rs for and aga inst conversion - if you 
know v1itat I rnean . They are discussing it all the t ime . 
ItO\', much do the banks or anybody else that v1e have t O' se ll 
bonds to f igure t hat t hey are going t o need - cash - say, 
t hirty, sixty, ninety day s after the f i ghting stops in 
Germany? 

~i. RvUSE: The banks eenerally - I think the large 
lendirg banks , the demands that will be made on them will 

, 
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be very gradual . They are prepared to meet it, if neces­
sary, by Pun- oft's of maturities ; but on the othe r hand, they 
dcn ' t expect their need to be met that way. They think 
there 11ill be some gradual reshufflin._, of deposits and some 
return of currency from circulation . 'Ihey are not too 
optimisti c, benerally, but t hey think t here will be a 
s toppae:e of the increase and some t•eversal of the trend. 
So they don ' t see a great demand for money just over night . 
It is the old idea of tal king about things in terms or 
Niagara ,.,hen all you may have is a sligli t increase in 
rapidity of the current . 

~\. ELLL: ~uere may be a shifting, but t nere won't 
bemy change . There certainly can 't be any decrease in 
deposi t s . It has got to ~o right out and into other banks . 

for 
and 

l!l . ltOUSE : Of course, in l,;hicago the tende.ncy will be 
the fund to gradually come back to the large corporations 
larger centers. 

H. !.l. JR: From v.here? 

Mrt. 1\DUSE: Fr om the smaller communit.i es around the 
country . 

•.!H. BEJ L: And in the areas Tohich are cut dom in 
their roar effort • 

... 1\ri • . l.EPP : ... And ·i'C·turn of circulation into ti:re"banks . · 

!AR. rlOUSE : t.ut all those things will be vecy bradual 
and v.ill not happen over nit;h t . 

Mh. lULLS : I think Ylhere you will first see it - v;e 
had a preview in the last maturity of the C. of l . 's 
that mat .l!'ed, three or four hundred million were not con ­
verted, and I think in these big corporations, instead of 
buying fr<n the banks , 1•.hat they are going to do in volume 
is t o let t heir certificates of indebtedness and Treasury 
bills mature and not renew them. \ihen you have, for 
example , February 1st, tl.o or three billion maturing of 
certificates of indebtedness, you will find some vet•y large 
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corporations will say , "i.e won ' t exchange these ; we will 
just let them go . " And t hey nill ma tuce and you will I1 nd 
t uat there \\ i ll be fi ve or si x hundred million not exchanged -
maybe seven hundred million not exchanged - r.hen ,10u have 
three billion maturing . 

I was surpcised the other day ~hen three or four 
hundred million went out, but the corporations wanted t hat 
money . It was Septe:nber lst before tax date, and they 
bought them for taxes and le t them m.ature·. I think that 
is r.here the first strain v. ill snow up - where you have a 
big maturity of one of these short- term certificates and 
there won't be as many exchanged as you think for . 

UR. BELL: Quite a contras t between the September 1 
certificate, r nich ~as a drive cer tificate, ar.d the October 1, 
which ~as a banking certificate . I think we ere going to 
get over ninety-nine percent of the outstanding October 1 
in exchange . 

H.M. JR: llihich was· the October 1? 

Uri. BELL: That was a banking certi ficate we put out 
to the banks after the Third url ve , and we tnink - well, 
I know we have gotten ninety-nine percent of them right no': -
about forty mill ion of them left out . 

H. !. Jk: Largely held by the banks . 

'.11\ . BELL : 'llhereas the other was a ifrfve cet•tificate 
end held outside of the banks. 

H .~ . JR : nhat happened t o them? 

.!.!h. BELL: \,e had about fou r hundred milli on oi' them 
left out for redemption . That snowed up also in your 
taxes . \,e estimated that 'lie I\Ould have abou t a billion, 
three hunored mill: on in tax notes turned in and we only 
had a billion , one . T~o hundred million tax notes didn ' t 
come in . 

1'h. !diLLS: They bought C. of I. ' s in stead . 
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MR. BELL: So it was offset to some extent . 

!.IR. itOUSE : Kept the higher-yielding aecuri t y . 

~ •• BELL : That is right - - which is good sense. 

MR. l.ULLS: VIe are not dis turbed at all abou't any 
sudden cessation of hosti lities. 

H.Y. JR: I ~eep emphasizing Germany, because-­

J:t. :.:ILLS: You should, but I wouldn 't be concerned . 

t . . ! . • 'h: You v.ouldn ' t? Do J OU t hink the corpontiona 
v.ill continue to invest their surplusses as long as they 
have them? 

M t . MILLS : I think they r.ill. I think mos t corpora­
tion tt•easur ers , when hostilities cease , are 6oing to be 
conversi on -minded . 

H.M. JR: Uf' course, a lot v.ill keep right on making 
v.ar materials. 

UR. REPP: I s till think you have a demand among the 
corporations for your drive securities and v.ill have in 
t. is next drive if ;our baske t is equipped such as is 
being tal ked about l'.i th the certificate and note and 
bos d . That &i ves them ample range to usc t hei r f\.ulda .. and 
put them to nork and that mat urity ~ich fi ts their o~n 
corporate needs . I think they r.ill be there t o buy. 

tiR. HAAS: The cash balances are high, t oo . 

'MR. BELL: One fellow observed the other day that they 
thought that t he corporati ons had become educated to investing 
their i dl e f unds more than they ever had before . 'l'he fell~w 
thought that af t e r tnis war is over thev v.ill s till continue 
to buy short- term Govers ments. • 

~. ~ILLS : Oh, I l bi nk so . 
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tLt. BELL : And hola them. I asked these gentlemen 
r.hat we should do if we wanted some additional money before 
the dr'i ve begins . You might v.ant to get t heir opinion . 

ll . l' . JR: You ask them. 

Lu.. J.:IIJ S: If you T.M t money in !love®er, I would 
put out t1·.o billion one and a half pe rcent 11l)tes for the 
banks . 

H. ~ . JR : Before wnen? 

Mh. l.liLLS: lle fo re the drive . 

kEPP : I f you needed money. 

H. l.l. Jh : ~.nat? 

Mit. MI LLS: T\·.o billion one and a half percent notes, 
four and a half years . 

Mh. BELL: And your commen t on Treasury bil ls- ­

Ult. LIILLS: I don 't thillk I would put out an av.ful 
lot of Treasury bills. They will go right into the Federal 
1-..eserve System, a r.d as I see the picture, the cu,•rency 

C'l 

~as out a hundred million a week, and ~hen it goes out 
some bank is short and sells T1•easury bills and certificates 

. .... . o1 .. ind.E:P.t~dness {Ind .. th!l. Federal .Heserve System will take 
t hem out . The Fed is .;oing to ;;et plenty of ·short-"term · 
security. 

I think the thing t o do is sell ~o billion notes , 
one and a half percent notes , before the drive . They 
vouldn't interfere ~ith t~s progr am at all . I was hoping 
you would get throAgh without having t o r aise money before 
the drive . 

Mh. XEPP: From the standpoint of forgetting about 
cash ~alances - from t he standpoint of effec t - I think i t 
~ould probably be better t o put your cash fi nancing at 
be end of you r drive, rather than before. It woul d tend 
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t.o dampen , someThat, the pt•emiums 11hich have been paid on 
t hese last issues. 

I t hink that , reoo~nizing the bank credit gets into 
this pict ure in large volume , anyway, the over-all picture 
may be better to !.ave some direct offering for the b&Jiks 
in this drive . It not only is practical - because they go 
into the banks, an;y?~ay - but it is also an assurance of 
the success of the drive at this time . 

!lR.. BELL: AnnoWlc ing bank f inancing ai ter the drive 
is not any assurance. 

l.!it. REPP : No, but I don 't KDOYI whether t here is boing 
to be bank financing as part of that fourteen billion dollar 
quota or not . There has been no announcement t hat y,e know 
of or have seen in the press saying just woat that includes. 

MR. BELL: I f the drive is a success , you won ' t need 
additional money after the drive . It is because your 
balances are runnin~ low before the drive t hat we are 
talking about addit1onal money. 1here is where the need 
for it comes in . That is the insurance the Secretary needs 
to keep his balances on a higher level . 

l.!R. kEPP: If you are talking about balances, that is 
one thing, but from the technical matter it is another 
problem. 

H.M. JR: How far dld you go in discussing the bill 
program? 

MR. BELL: I asked t hem about additional bills, and 
they felt that if you put out additional bills they go right 
into the Federal and that increases the premiums on out­
standing securities . It provides funds to the banks with 
Wbich they go i n and buy other securities . I thi nk Dudley 
thought if you were going to put out bills at all you 
sbould confine it to a hundred million a week - not more 
than that . But you prefer to have a note than have any 
bills at all? 
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J.ffi. MILlS : I would. You put out two hundt•ed million 
a week between now and November 1st, that will be about a 
billion eight . 'l'hat v.ill practically all &o in the Jlederal. 
Don ' t you think it ,,ould increase excess reserves, Bob? 

UR. kOUSE : It ~oula have quite a stimulating effect, 
and it is perfectly obvious that at least it would be re­
marked it was being done for that purpose . I am speaking 
from a market standpoint , not from the technical. From 
the market standpoint I wouldn 't have any use for it in 
any way. I am afraid of that conno~ation in the market. 

!.ln. !.!ILLS: Too inflationary. I think I woold put out 
a billion one and a half percent notes just before the 
drive and the banks will take them. 

Kn. hEPP : You have no market for Treasury bills at 
the present time at a billion, two . The market is the 
Federal 1teserve bank for a good portion of it , I think. 
You increase your excess reserve s . The banks that are 
suo rt , in turn , will have certificates to sell, and then 
when your drive gets going you have a release of acquired 
reserves, and if the desire is to cut dow~ on this joy­
riding by U.is combination of t hint;s, you are r;iving rise to 
the very factors which put premium~ on bonds and enco~ages 
it. 

!i. :.!. Jrt: You fellows don ' t TJant any business? 

tffi . MILLS : Vie get plenty of business, anyway! There 
will be plenty for us. 

llR. REPP : I will pass that one! 

rl . ' . JR: oell, I have the feeling of the thing. I am 
much obliged . 

w•. uiLLS: Good luck . It v.ill go over no matter what 
happens . 

(.Mr. l.U.lls and JAr. liepp leave the conference) 
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Ji. ~t • • TR: You have talked about the hundred and two 
hundred? 

~. BELL: No specific amount - just talked about what 
we ~ould do if we needed a billion or two billion of addi­
tional money. Put out tr.o billion dollars of one and a 
half percent notes . 

1 asked them about bills and they gave us the same 
ansY1er that they gave you, that they tbo~bt it would pro­
vi de too much buoyancy to the marke t and lncrease the 
premiums on bonds and push your curve out of line. And 
tudley came up ~. ilh a sort of corupl·omise . He said putting 
out a hundred million he didn ' t think ~ould have so much 
effec t . 

H.M.JR: but a hundred million dollars means r.e have 
t o have an is~ue before t he drive. 

t{R. HAAS: Unless you are wil ling to go on a low 
'balance . 

H.l.I . JR: 'Ibat is pretty darned low. 

M.k. BELL: l•e picked up some money in September and 
our balance at the end of the month, v.ithout any drive 
money, will be about t hree and a half billion dollars at 
the end of Novembe1• • 

Now, if you get the .same amount of money in the drive, 
the ten-day period that you got in the Fourth and Fifth, 
your balance will be bet~een eight and nine billion • 

•• M. JR: V.i th no increased bills? 

~ BELL: No increased bills - just sit tight. 

H .~ . JR: You must have dcne some new figuring . 

Mtt. BELL: '!bat is right . 1 had ho and a half the 
last time I talked to you. You have had an increase of 
your receipts in September by t~o hundred and f ifty million 
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and you had a decrease in your tax notes by two hundt•ed 
mill ion, and you had a falling-off in expenditures of 
about five hundred million dollars in September over our 
estimate . 

H.l . JR: So you would go up to the drive without any 
increase in bills? 

l.ffi. BELL: T'nree and a half the end of lfovember. 

H.:{. JR: If the same amount came in :fOU would have 
about nine. You have done a lot of refiguring since I 
have seen you. 

~. BELL: That is right. The only trouble you are 
running into is, wnat are you going to get between November 
20 and t:ovember 30? If something happened and you dido' t 
get that money, then three and a half is a low balance for 
November 30 . 

Ult. • .OUSE: You could run an over-draft . 

H. ij . Jrt: I don ' t like the over-draft . If you just 
start dra~ing interest from the 20th of November- -

YR. BlLL: It T.ould draw your corporate money right 
in. 

H.U. JR: L~t me ask you t;ia - I asked JOU to take it 
up with t he rederal heserve Board. Y.hat was their reaction2 

MR. BELL: They are against it, very definitely - I 
mean unanimously. They have written you a memorandum. 

n." . Jh : Another one? 

l!R. BELL: T'ney sent you a memorandum some time ago 
on that, and ~nald Ransom wrote you a letter Thursday, 
I think - the day I called him. 

ll.M. Jk: Where is it? 
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I.Gt. BI:.LL: I don ' t know. I have a copy of it . 

(The ::,ect•etary asks J..rs. Klotz for the letter from 
nonald MDSOCI 

73 

J.U.. BELL: "The Treasury proposal to increase the bill 
offering has been discussed at a number of meetings of the 
Executive Conmittee, which has taken the position that the1•e 
shoul d be no ,further increase in the weekly offering. This 
position was reviewed quite thoroughly at the meeting of 
the l'ederal Open 1farket Committee on September ::!1 , attendance";"­
at which included presidents of all the tieserve banks. The 
discussion disclosed unanimous aereement in the position of 
the txecutive Committee. The reasons are stated in a 
memorandum of ~ptember 13, furnished to Yr . Bell, but I 
ass~e ~ith the neavy demands upon you there has not been 
oppot•tunity to look at it . 1 am therefore attaching a copy 
I ~uld appreciate your reading before October 4 as it 
presents the position I represent that mi6 ht be considered 
i n the event you feel it is necessary to raise additional 
funds. " 

(Mrs. Klotz hands the Secretary letter from Konald Hansom) 

Y .. BELL: lhat memorardum of Septe~ber 13 said the 
only excuse for increas:ng bills at any time would be the 
necessity for buildi ng up Treasury balances . 

lffi. ROUSE : 'Me don ' t feel, speaking _fo r the System, 
if I may, ro.r- a· 'minute - we d'oit' t feel there is a necessity 
for buildin£ up the balances . Our estimate - my own -
worked out to about three and a half billion and some of 
the others ' worked gut to a higher ~ igure . I ~ould thi nk 
Kr. Bell's esti.mate of three and a half billion , today, us 
an air- tight minimum as far as anything you can figure on 
now, and the chances would favor a higher balance than that 
at the end of November, even if the securiti es were dated 
December 1. 

H.M.JR: Say that again , please . 
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l:it. !WUSE: I think loU' • .bell's esti.J!ate of t hree and 
a half billion ~ould be an air- ti~ht minimum based on any 
guesses v;e could make as t o expenditures and revenues be­
tween now and the first of December, t hat chances would 
favor a hibher balance by the end of November , even if the 
securities were dated December 1. 

-

74 
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October 3, 1944 
10 :40 a .m. 

BA!4K Flli!NCIN(1 - C. J . DEVlNE CQCPANY 

Present : l.r . D. W. Bell 
Kr . Haas 
Mr. Rouse 
Yr . Devine 

H.M. JR: Have you had a chance to talk with Bell? 

L'R. IEVINE : No, I haven ' t . 

H.Y. JR: Well, we have the Sixth d&r Loan coming up, 
and we have invited you do~n here to give us your ideas . 

MR. DEVINE : There was one thing you mentioned in 
New York, Bob, about this question of getting some money 
prior to December 1 . I don ' t know whether you still have 
that in mind or not . 

H.L! . JR: Prior to December 1? 

WR. BELL: That is one of the questions that ~e have 
been talking about, if we need additional funds, What is 
the best way to get it. 

MR. DEVINE : I see where you can get a billion and a 
half dollars, not by bill s, but by selling C.I.'s . Take 
your present December maturity of C. I .' s and refund them 
on November first , and increase the issue of the banks by 
a billion and a half or more if you want to go over five 
billion, and you can pick up that extra money. 

I 

MR. BELL : That would be right in the drive . 

MR. DEVINE: November first wouldn't be in the drive . 

L!R. BELL: You mean do it on November 1? 

I:J 
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YR. DEVINE: You did it last year on October 15, and 
the C.I.'a didn't mature until November 1. You did it on 
October 6 last year# and you offered the banks another 
billion and a half . I mean, that was one of the questions 
that Bob mentioned, you might want to raise a billion and 
a half dollars , 

YR. BELL: What is your idea about bills? 

KR. DEVINE: Well, I brought up bil ls on Friday when 
we talked, and it seems like they will all end up in the 
Fed, that is all . As far as increasing the issue of bill s, 
I don't think it makes any difference ; increase them, that 
is all r ight . The banks don't seem to keep them. I mean, 
they end up in the Fed' s portfolio . 

YR. BELL: Be has to purchase so many securities, anyhow, 
to provide reserves , Wouldn ' t bills be better than to 
have to purchase certificates and bonds and notes? 

YR. DEVINE: He would know that position much better 
than I would. I wouldn't have any idea about that, about 
his reserve position as it rune along. But I mentioned 
bills t he other day, and the feeling seemed to be that 
they would only end up in the Federal . You wanted to get 
something that would stay rut of there, and C. I.'s will 
certainly stay out , 

UR. BELL : They won' t stay out if they get rid of 
all their bills. Tha.t . will be .. the. next tb.ing offer.ed to. 
the Fade . 

KR. DEVINE: That is true. Again tha t comes back 
to his position, doesn ' t it? 

UR. BELL: Sure, but he has to do something to provide 
the excess reserves , 

YR. DEVINE: Then sell bills and let him buy them. 

KR. BELL: That provides the market with excess 
reserves. 
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l4R. DEVINE: That is right. 

KR. BELL: Do you see any harm to the market by- that prooeaa? 

MR. DEVINE: None whatsoever . 

MR. BELL: Do you see any pushing up of premiums 
and down of yields through that process? 

MR. DEVINE : No. I think your drive will decide that. 

WR. BELL: You mean the excess reserves provided in 
the drive? 

MR. DEVINE: Yes . 

H.M.JR: Well, if these balances run down, which they­
will in the next thirty days, aren ' t you going to need some 
more excess reserves? 

MR. ROUSE : Yea, we will 
the market, no question about 
purchase a billion dollars in 
Thanksgiving, roughly-. 

' 
have· to put some funds i nto 
i t . We will have to probably 
securities between now and 

H.M. JR: Don' t you need addi tional bills for that ? 

YR. ROUSE : No, sir , there is oomin~ into the market 
now quite a substantial amount of. certif1catea . ! great 
many banks in the country own no bills-- some of our l argest 
banks now own no bills whatever, and they have to be provided 
~ith reserves . They sell certificates on the market, and 
we buy the net balance that can't be placed with other banks 
or corporations . To a certain extent there probably wi ll 
be some notes and there may be some bonds come in . So fa r 
there have been no notes or bonds on bal ance offered f or 
sale that coul dn ' t be taken car e of over a few days by 
retailing to other peopl e, but in the case of cer tificates 
t he fi~res would indicate around one hundred and seventy­
five m1llion certificates in the last three weeks. 

Regraded Unclassified



- 4 -

MR. HAAS: You would buy a good deal less if the bills 
were issued. 

YR. ROUSE : It doesn't do the bank that bas to adjust 

-, 
IU 

any particular good. It may go just as readily to a bank 
without this problem. It would go through the dealer directly 
to us and let ou.r funds go into the market and ati.mulate the 
whole thing. Vfuen you get down to cases and talk about issues 
you find you are faced with the ease of one and a half per­
cent notes extending your pattern , going out a little 
longer than you want to go out . The same thing could be 
true with a bond, And it is another case of driving down 
interest rates . 

MR. HAAS : That is the only risk. 

YR. ROOSE: You are actually faced with it now, 
George . 

MR. HAAS : Getting the market too high? 

MR. ROUSE : Yes . 

YR. DEVINE: The market aeena to be back on the beam 
pretty well, doesn' t it? 

MR. BELL: Yes, the last week. 

UR. ROUSE : Yes, the statement date of September 30. 
You have bed a good deal of discuseion about the banks 
getting a direct offering, and the net effect has been 
that you have a little easing in the market in prices, 
which was "very welcome to me, and I think to everybody 
who is interested in this interest rate structure . 

MR. BELL: How about the basket? 

MR. DEVINE: C. I. 1 s, one and a quarter s, two's, and 
two and a quarters , 

YR. BELL : Two and a quarters! No, t wo and a balfs? 

MR. DEVINE : No. 
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H.M. JR: Why? 

WR. DEVINE: The last time I was down here I said two 
and three-eighths . I say two and a quarters now because I 
don ' t think the two and three- eighths can do the job that 

79 

two and a halfs and two and a quarters can do , Here you 
have a situation where every time you sell a two and a · 
half all t he issues come down to par, or to market . Actually, 
sure, t he Fed will buy half a million or a million a day, but 
the bid is actually no good. You couldn ' t sell any quantr ty 
of t hose bonds . If you starve the market of two and a 
hal~ just for one drive, those two and a halfs will come 
up oft t he f l oor; and if the war should end suddenly, 
you wouldn't have a frozen market at par, you would have a 
market at twelve, fourteen , or sixteen bid with a cushi on . 
If the war stops any time during the drive--

H.l.I . JR: Do you mind saying if the !far stops in Germany? 

MR . DEVINE : Well, Germany--

H./d. . JR: You are going to have a hell of a war on your 
banda after t he war stops in Germany. 

MR. DEVIllE : That is all the more reason why rou 
shouldn't sell the two and a half now, I think. G ve them 
a rest. Sure, I know the insurance companies want th~, 

but the figures prove that the insurance companies only 
own what? Is it seven billion of about nineteen billion, 
or somewhere in that neiihborhood of two and a hal~you 
have outstanding? How 'aoo~t the other .eleven billion 
holders? The insurance companies may not sell at par, and 
they haven't; some of them have sold when they have gone 
to a premium. You onlr sold a billion two and a halfs last 
time . What is that to insurance companies? It is only 
five percent of the total drive . 

When you offer two and a quarters and two and a halfe 
together--rou sold three billion thr ee hundred million 
two and a quarters . 

B.M. JR: Well, how can you e~lain it if you don't 
do any two and a halfs when last tune you left the t hing 
open for the insurance companies to buy? Didn ' t we? 
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~R. DEVINE: They took a billion, two. 

B.M. JR: I mean after the drive closed? 

MR. BELL: They could pay for them up to November 1. 

H.M.JR: Then on the one hand you do that, and the 
next drive you say, ''You can ' t have any. " 

MR. DEVINE : I didn ' t want to see you sell two and a 
halts the last time . 

H.M. JR: I know, but we did do it . There is something 
to being consistent. 

MR. BELL: Chris, of course, had been to two and a 
quarters t his time . 

hlR. DEVINE: For the benefit of the market . You have 
no pattern on two and a halfs . You have sixty- three, 
sixty-eight; sixty-four, sixty-nine; sixty-four , and 
seventies all quoted at the same t ime . 

MR. BELL : I will admit that the curve flattens out 
when you get out there . 

MR. DEVINE : Just like that, there is no curve . 

MR. BELL: But isn I t that a sort of a" artime thing? 
That will certainly chan~e when the war is over--! mean 
the complete war . This 18 just because people know they 
are going to get more two and a halfs when the next dri ve 
comes along, and t here is not much buying power behind that 
market there, not much selling power, either . 

Now, after the war is over--and there will be trading 
in those, and maybe we will stop issuing t wo and a hal fs 
or stop having drives-- that whole pattern will change, 
won't i t ? Each one will get in its nook. 

MR. DEVINE: Wouldn 1 t it be better to have the change 
from sixteen to eighteen bid than from par bid, if what 
you say is true? 

!'1 
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MR. ROUSE: Chris, you didn't have any problem in 
the Fifth Drive on two and a halts, did you? 

MR. DEVINE: We sold you quite a f ew . We bought 
twenty- two million, or thereabouts, that we had in our 
possession. 

MR. ROUSE : We didn ' t buy very many. 

Affi . DEVINE: VIe sol d you s0a1e. 

MR. ROUSE: You sold us s0a1e, but we didn 't buy very 
many in the aggregate . They moved right out of ~our possessio~~ 
immediately thereafter. 

MR. DEVINE: After t Le books were closed. 

MR. ROUSE : I mean I could have taken yours, but what 
is the use~ There was a market for t hem es soon as the 
drive closed. 

MR. DEVINE: Trul~ Boq at no time was there a real 
market . 

MR. ROUSE : No, there will be no market in the drive; 
taere can't be, because here is the two and a half offered, 
you can buy as many as you want of them at par . Now, why 
should anybody else pay par, even, for the ones outstanding? 
They want to subscribe during the drive and get the credit 
for buying t he drive security . So naturally there i s no 
market for. t he two and a halfs • hile the books are open on 
the new two and a halfs . 

UR. BELL: And your difference doesn't make any 
difference to anybody. 

MR. ROUSE : It makes no difference to i nsurance companies, 
savings banks, the Federal Reserve Retirement System,& large 
holder of two and a balfs . 

MR. BELL : I don't see bow you can change that by 
putting out a two and a quarter, particularly dur ing a•war 

When ev&rybody knows that whenever you are going to have 
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Wves ;you are likel;y to have two and a halls . You certainl;y 
can ' t drive those securities up to sixty- seven, or seventy­
two that you are selling for--you can 't drive those up 
because you know you are going to get them, and there is a 
wider market for those. They are unrestricted, and you 

have banks buying. · 

MR. DEVINE : ' 62- ' 67 are eight, ten, twenty. 

llR. BELL: I am talkin~ about- -oh yes . V1ell, they 
are unrestricted, too, aren t they? 

YR. DEVINE: They are restricted . 

H .~ . JR: Vfuat do you mean by restricted? 

MR. BELL: Banks can't buy them. 

MR. DEVINE: They are quoted eight, ten, twenty. 

MR. ROUSE : And you were able to place a large block 
of them over a period of time at rising prices, end the 
same thing is developing with respect to the '63- ' 68's, 
where last time we nad a little premium on those. They 
were contrasted with the ' 64-'69 ' a. 

MR. BELL: The smaller volume has something to do 
with that, too? Two billion? 

YR. ROU~E : Yes, and the better placement initially. 
·In ·tne· !ast.two· drives the· •6.r.:.• o9' s were the most speculated 
with and had a bad name as a result of it. Of course, we 
bought a lot of t hem in January and February, and a 
relatively modest amount in June and July, and the thing 
has recovered to eight, nine thirty-seconds premium at 
one point between drives here . 

MR. DEVINE : Don ' t you feel--

YR. ROUSE: My only concern really is with the interest 
rate structure of the insurance companies . 

MR. HAAS: But you feel that it would do what Chris 
says? 
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WR. ROUSE: Oh, yes . Not the '62- '67 ' a and possibly 
not the '63- '68's. The ' 64- '69 ' s and the ' 65-'70'a--

H.JJ . JR: They will come down, you mean, during the 
drive? 

MR. ROUSE: Yes . 

YR. HAAS: But if you starve ~h1111 for a while I thiD.k 
it will do what Chris says . I don t know the amount, but 
how the insurance companies react--that is the problen. 

MR. DEVINE: It is the insurance companies . 

83 

MR. ROUSE: You remember when the two and three-eighths 
was discussed here las t time the Secretary asked me to 
talk to several of the large insurance companies between 
times of our meetings, which I did. And I got the answer 
back unifonnly--

YR. DEVINE: Accordingly you coul d ask them if they 
wanted the two and five- ei ghths, and they would say--

MR. ROUSE: Two or three did say they would like to 
have a two and three-quarters, fifty year-- (Laughter) 

MR. HAAS: You put t he maturity--

YR. DEVINE: Here is my feeling, Danny : For the 
billion dollars ' worth of bonds you sell those insurance 
caDpaniea, is that more important, or a market out. there 
that is a market at fourteen , twelve, or sixteen billion 
dollars? Now, which is better? 

YR. HAAS: I think be is raising a real problem. 

MR. BELL: Well, it seems to me that Chris ' suggesti on 
would raise that market. But "bat are you going to do when 
the Seventh Drive comes along and you put out a two and a 
half'l You would have to drop back to par . 

MR. DEVINE: Not necessarily, not unless you brought 
out the same issue again, which you shouldn't bring out • 
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UR. ROUSE : If you put out a ' 67-'72 two and a half 
now, it would have the effect of picking those up, wouldn ' t 
it? 

MR. DEVINE : It would to some degree, 

MR. ROUSE: It is the same thing. 

MR. DEVINE: Only the next time you could sell a 
' 70-'75, and they wou~ clamor for them. 

MR. BELL: Would you aay we would sell a billion 
dollars less bonds by putti ng out a two and a quarter 
than two and a half? 

lffi. DEVINE: The figures pro;ved you sold more two and 
a quarters when you offered both two and a quarters and 
two and a halfs . You sold two bill ion,two,of two and a 
halts, and t wo billion, t hree, two and a quarters . So of 
tbe two, the t wo and a quarters were more popular . 

Btl 

MR. BELL: Savings banks bought the t wo and a quarters, 
I believe, and a few insurance companies . 

MR. ROUSE : The insurance companies bought two and a 
quarters against the sales of immediate term securities 
in the market . Their new purchases for cash were two and 
a half percent . But ~ere they sold tax-exempt bonds, they 
would buy the two and a quarters against those sales aa 
being nearer their ma turity pattern . 

MR. DEVINE: Ckle more thing on that, don't you think 
that with t he war with Germany over, should it happen 
with God' s help, there is a possibilLty that all of those 
two and a halts would be right dom to par, all of them? 

H.M. JR: Why? 

MR. DEVINE : Because there are seven billion dollars 
in the hands of insurance compani es who won ' t sell them, 
but there are some eleven or twelve billion in the banda 
of individuals who will sell some of them. And we can't 
buy them and sell t hem to canmercial banks; we have to 
sell them to i nsurance companies . 
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H.M.JR: Because they are limited? 

MR. DEVINE: That is right . The only customer ie 
insurance companies . Savings banks prove they don't want 
them . They only took si.xty-one million in the last drive. 

H.ll .JR: Vihat is the answer to that? It sounds like 
a good argument? 

MR. ROUSE: There are a good many buyers of the two 
and a halfs; they are trust accounts, individuals, retire­
ment systems, pension funds . 

H.M.JR: Enough to ta~s up this slack? 

YR. ROUSE : I don't believe that those people will be 
sellers . You may have some individuals who have bought them 
under drive pressure who will cane in and sell them, but 
I am not looking for an avalanche . 

MR. DEVINE: But how much is being gambl ed to protect 
those holders now, same above par? What is being gambled? 
A billion bonds is all that the insurance companies will 
buy . They will buy the two and a quarters, anyhow. If 
they don ' t buy a billion, they will buy eight hundred mil­
lion . 

H.M.JR: l.right not they buy some outstanding issues? 

MR. DEVINE: That will be all right . 
0 

MR. BELL: He wants them to do that . 

MR. DEVINE : I don 't want to see them go to a hundred 
one. I would like to see them at half eighteen or par 
twenty. They are quoted now at sixty-eight, ~uarter bid. 
They a re only quoted si .xty- eight because the 1nterest 
between now and the time they can get the new ones amounts 
to a little more than that . They go down with the interest . 

MR. ROUSE: Everybody waits for the dr ive to buy them--

85 
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H.U.JR: How many less bonds would be sold? 

YR. BELL: Well, the limit is a billion . You think 
you may sell two or three hundred million lese. 

MR. DEVINE: Then they •ill buy tllo' a, or something 
else . 

MR. BELL: But you might sell slightly lese on the 
total than you would if you have a two and a half, but 
you don ' t think over two or three hundred million? 

MR. DEVINE: No . 

MR. ROUSE: You would have to take up the alack, 
have the insurance canpaniea buy the two and a halfa in 
the market and put funds in the hands of other people and 
have the other people subscri be for more . 

MR. DEVINE: That is possible . 

as 

YR. ROUSE: Certainly insurance companies, however, 
would f eel obliged to buy the securities offered in the 
drive . They have pledged their new money to the Treasury 
while the war is on, in substance. Then you have a situation 
versus the insurance canpanies as to this rate situation, 
and I think it would make more difficulties for you initially, 
certainly, maybe over the long pull. This rate situation 
with the insurance companies--

H.M. JR: But that isn't my responsibility. 

MR. ROUSE: I think perhaps it is, sir; it is certainly 
a .factor here, a very real factor . 

MR. DEVINE : One of the large insurance companies 
doesn't even go in for t wo and a halfs . The Equitable 
Life goes in for two's . You are actually worrying about 
the Prudential, the New York Life, and the Metropolitan 
and the Mutual . 

H.M. JR: They are very substantial compani es • 

• 
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MR. DEVrnE: !kit they will take two and a quarters, 
an;(l\&y, 

lffi. BELL: Fran t he a tsndpoint of the market, this 
is right. 

MR. ROUSE: Sure, no question about it. 

MR. HAAS : It is a amart way to fix it up. It is 
pretty dead--! mean, the outfit • 

• MR. BELL: It wouldn t satisfy your salemnen. 

R.M.JR: I am going to let him go and talk to Gemble. 

KR. ~: Gamble was supposed to be here, wasn't he? 

H.M. JR: I don ' t know . 

MR. DEVINE : Is there anything else on the other 
issues? 

MR. HAAS: How about t he note, and so forth? 

MR. DEVINE: Well, the note--! like one and a quarter 
because one and a half may upset your two' s , The one and 
a half is actually too attractive, Now the last time you 
sold the one and a quarters the market was quoted at ten 
to a sixty- fourth on the first day. If you want that to 
happen again, sell a one and a half. 

YR. BELL: Do you mean a one and a half, five? 

MR. DEVINE: That will upset all your two ' s . 

MR. BELL : You think one and a half might .sell for 
ten? 

MR. DEVINE : A four and a half year one end a half . 
I think that is what you are thinking. 

KR. BELL: I am not, but--
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MR. DEVINE: All right sell a five year one and a 
half, ~nd then be prepared to see your two's go over the 
beam. 

I.!R. BELL: Really? 

YR. DEVINE: They haTe got to; June ' 49- 'Sl's are 
not going to sell on a one-sixty basis while you have 
Septembers or Decembers doing five years on a one-fifty 
basis, six months shorter . 

MR. BELL: Tnat is right . 

WR. DEVINE: So·why look for trouble in there? Take 
a one and a quarter of December, '47 . It is only worth 
~ar three, and it is all right; they will all fight over 
1t. The one and a half due in four and a half years is 
worth par and a quarter, and I say they will open up par 
ten bid . ! one and a half due in five years is worth 
approximately par and an eighth. It isn't 1D rth the t, but 
it will sel l there . Now, il they are worth per and an 
eighth, which is about a one forty-six basis or one forty­
seven basis, then June 2's, six months shorter, certainly 
are worth more than a one-sixty basis, end when you pull 
them up, you pull up ell the two ' s . 

KR. BELL: It is a definite maturity, whereas your 
two percent is not . 

Affi. DEVINE : There is s premium on the two's, too, 
but they will still buy the--

83 

MR. BELL: What is your date for the one and a quarter? 

KR. DEVI NE : September or December of ' 47 . The 
September is a little more attractive, but you have a 
September issue in there, so I would say Decamber. 

MR. RELL : That is it . I am finished. 

MR. H.US: H0w about the two's? "ihere would ;you 
place those? 
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YR. DEVINE: The two ' s you probably want to place in 
December ' 52-' 54 . I would make them llarch '53-'55. 

~R. BAAS : That is pretty thin, isn' t it? 

MR. ROUSE: No, that is just the thing I was saying 
about lowering your interest rate . That is the effect of 
this last drive . That is the effect it is having. It 
suggests to Chris that you extend it from ei~ht, ten to 
eight and a quarter, ten and a quarter. It ls the same 
thing. 

MR. DEVINE: It is better to stick to December. 

MR. ROUSE: Start out with nine years and five months . 
We are uF to eight, ten, and you now suggest we go up 
beyond e1ght, ten. 

MR. DEVINE: I am wrong. 

MR. HAAS: If you stay on t he beam, you are in 
September . 

lffi. DEVINE: Stay on the beam--! mean, the market is 
off the beam on that particular issue . The reason for 
that is, there is no supply--! mea~ available supply . 
The issue should be quoted at ten, and if they are at ten, 
I think you should extend t hem, oh, six months longer and you 
won' t do any harm. . 

lffi. BEU.: You say Decembel~· •52-' 54? 

MR. DEVINE: Yes . 

MR. ROUSE : The real reason that these securi ties 
go to the premium,is it not, Chris a sudden premium 
of that sort, is that pressure by banks who haven't been 
able to buy them to came in and get a supply imediatel)'; 
of new issues? 

»R. DEVINE: .lbaolutelJ. It hu been proYeo that 
that is what banks want 10 long II it is in ten Je&rl•• 
tbe7 can be notaa, or two' •· The nearest bond to par h 
what thef want . 

Regraded Unclassified



0 

0 

- 16 -

H.J.I.JR: I tell you what you had better do. You had 
better go to Gamble, and you can come back afterwards 
and see the people in George 's office . And don't leave 
town until you see me again . I may T1ant you to atay over 
night . Is that all right? 

~R. DEVINE: Yes, sir . It ia all right with me . 

H.M. JR: Don ' t leave town without seeing me again . 

(Mr. Devine leaves the conference , ) 

MR. BELL: Vlhat I talked about before was without any 
new money from the drive . Of course , when I talked to 
you there was no date set for the drive . I said your 
balance ia liable ·to go down to somewhere between two and 
three billion dollars . 

Now, your balance will be somewhere between three and 
four billion dollars . 

H.Y.JR: But I don ' t think you said to me that between 
the 20th and the 1st it could very well go up to nine 
billion . 

YR. BELL: No, because the drive had not been set 
when I talked to you about balances . You always gets OJ;le 
money f r (l!l the dr ive . The thing I am worried about is 
that something will happen and you may not get it f rom 
the drive . 

H.M. JR: Well, it· car1't· tio· ·any hal'lll to have Chris 
go around. 

KR. ROUSE : What I was going to say, Mr. Secretar1, 
was this, that after discuaaing the matter with lot.r . Bell 
I invited Chri s and Levy and Rep~ over to the office Friday 
afternoon. Pofe was away. I aa1d I thought there would 
be three queatlona that might come up down here, that 
is, the baaket, possible things about policing or bank 
offeri~gs in connection with the drive, and t he question 
of how to get new money. And we discussed them 6aok and 

so 
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forth. There were different ideas expressed, but no 
attempt was made to reach any conclus1on . Each fellow 
expressed his ideas and the reasons for thsn. Then we 
retired. There was no conclusions reached; I specifically 
asked that there be no conclusions reached, just that 
they have the benefit of the various possibilities to 
consider before caning down here . 

Chris at that time said the . same thing that he has 
said here about billa; they didn't think it would ma.ke 
much difference. 

H.M.JR: Of course, I can't go along with everybody 
I have been talking to, that when the war stops in Germany 
everything is going to be just the same . That is what 
everybody seams to think, and I just don ' t believe it. 

Now, I believe I should get ready for something dif­
ferent, less interest ~ the Government bond market; and 
if I am wron~, I haven t done any harm. But if I don ' t 
prepare for 1t, then r·am stupid. 

UR. BELL: You mean prepare for a decl ine or upset 
in the market? 

H.M.JR: Take this thing he is talking about, eight 
or nine billion dollars--who the hell is going to buy 
them? The Fed isn't, or are they? 

YR. BELL: The Fed is going to buy some of them. 

YR. ROUSE : They will, but the funds will be available 
in the market . That is the answer. The money can't go 
an~here, and people are anxious to keep their money working. 

H.Y. JR: Does it have to go in the loans? 

MR. ROUSE : You could have a period of scare where it 
wouldn't, and our experience with those things indicates 
that that type of scare evanesces very quickly. • 

MR. HAAS: This bill thing is also a safety factor 
in case something happens like the Secretary mentioned. 
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It gives more buoyancy . A market that is buoyant can take 
a shot much better than one that is right on the line . 

MR. ROUSE: Your buoyancy in that situation in 
November is certainly going to cane from the anticipation 
of the transfer of funds fran private accounts to war 
loan accounts with the consequent release of reserves . 
That is a very buoyant factor in this whole thing. You 

Q') 

have the banks making deals from the end of ~fay right to 
the end of June , looking for loans to various companies, 
purchasing securities from them, all to take effect June 26, 
the date of the securities . And the banks bought securities 
for delivery on June 26 . A lot of it was financed directly 
between the corporations and the bank and did not pass 
through the hands of these fellows we had down here this 
morninft· Even in the case of bonds, some of the insurance 
compan1es made the deals directly with banks . 

l.iR. HAAS : This bill thing would be some thing to top 
off that . It will make it that much more buoyant . 

MR. BELL: That two and a quarter was a good bond 
put out last time . 

B.J.' . JR: Were you interested in what Chris said? 

KR. BELL: Yes, sir. I was sorry to see so much 
unanimity of opinion on t his previous basket, because I 
was hoping we could sw1tch to a two and a quarter, although 
I had more in mind eliminating the two and putting in the 
two and a quu.ter . 

MR. HAAS : The o.nly probl em is how the insurance 
companies will feel . 

Regraded Unclassified



October 3, 1944 
11:20 a.m. 

BANK FINANCING - FihST BOSTON CORPORATION 

Present : Hr . D.w. Bell 
Colonel Pope 
Hr . Haas 
k.r . Rouse 

H.M. JR: We have a Sixth Loan coming up. We would like to get your ideas , please . 

COLONEL POPE : Just talk along as I think about it1 
H.!... JR: Yes . 

S1 

COLONEL POPE: My ovm belief is t hat it v.ould be a mistake at t his time to change in any .,eneral respect the basket . Set the dste ahead a l i ttle bi t, just as ~e have done befOI'e in the tllo and a half 's and two's so as to conform to a six-months difference in time of offer ing. But for the securities themselves , I personally v;ouldn't recommend any chan~e . I have heard people talk some about putting in another note rather than the one and a quarter that Yit- !-,ave had ·be1ore . · Pe,•scJn'ail:y', Tt:6tllan' 't do tliat at this time for the r eason that I think if you put a l ittle bit higher coupon on i t, I think it would be an attractive bank issue . And I think it is a good thing, perhaps, at this time to save an attractive bank issue for sometime ~hen you mi~ht want to have t he banks coming in, or miiht have to have them come in. · 

So I nould rather see us lea ve the one and a half ' s for some time r;hen you might want to use it, and continue on ~ith the one and a quarter's as we have in the past . 
Incidentally, I t hink it l~Ould be a good t hing to repeat "hat l'ias done - I have forgotten l'rhat dri ve - -,.hen 
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v.e had a certificate issue and a maturity cO!nin~ shortly 
after t hat to change the maturity of the certif1cate , a 
refunding one, t o thirteen months, or · in this case i t might 
be well t o make it eleven, because you haven ' t got any 
certificate maturity in November . 

In other ~ords, give t he maturity d~ tes as odd dates 
so they can be identified agai nst those t hat are issued 
at the t i me of t he drive. As f ar as the amounts are con­
cerned ln the drive , and the method by which it ls obtained, 
I am not trying to intimate that l don • t think the drive 
could be successful, because I think it v:ill. Of course , 
there could be some things tha t make it harder t t an the normal 
drive v.ould have been . 

H. 1. . • J}( : Such as? 

COL~~EL POPE : I think success abroad ~ould be one 
thing r.hich would upset a good many individuals mot•e than 
others . I think there is a tendency to feel that when it 
looks as though ~hings were coing to end in Germany, a 
great ~any people vi l l make that an excuse for not going 
in as much as they v;ould i'or patriotic reasons. 

I think you v;ould pet•haps have sowe>.hat less industrial 
corporations buying this time than you had be fore, for 
reasons that are so;neY.nat obvious . In some ins tances tllere 
is a chaneing over in the war contract, and so forth. I 
think there might be something there. 

So I think if you could avoid the fourteen billion 
figure v.hich, as I unde!'stand , has been ann ounced - if you 
coul d make it tvtel ve--

n.li . JR: But fourteen has been set . 

COLONEL POPE : But I think if you could have made it 
tfielve- I don 't kno~ whether you could now or no t- but 
\·,hat I was r;etting at us that I don ' t think it is wise to 
make too much at this t ime of some excess buyin~ on the 
part of , particularl y, i ndividuals f or speculah ve pu!'pose s . 
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Of course , everybody knows it has been done and it 
may be done again, and v~en it is done it isn't t oo healthy. 
But on the other· hand, I think t o make it too evident that 
it isn 't wanted, can work too 1'ar the other way, so you 
don 't get enou~ oi t hat t o really do the job. 

So for that reason - I don' t know whether it could be 
don e - but if it is fourteen billion for the drive, I 
Muld like t o have seen it made h 1elve with an offering at 
the same time to banks af ter the issue was over of about 
tv10 . 

I don 't know 1'1bether that Muld come in t he cateGory 
of how much the drive is for , or not, but the reason I 
.,.Oul d like to see t i:.at done - in the f i rst place , I t nink 
~ billion to banks is not enou~h to s~pply them. I 
t hink you would have to have more than t •. at . For that 
reason I ~ouldn 't su~gest as much as they ~ould probably 
be able to use , and lt struck me t hattvo woul d be about 
the figure tJ.a t coul d be used . • 

I am not sure l'ibether• you r.ould offer them the two's 
or the notes , but I am inclined to t hink it would be the 
notes. In that way I think it does two t hings - more than 
just give to banks some invest ment s. As' I have seen in 
t he past , the speculative element grows to a point where i t 
is a li ttle bit out of hand , particularl y v.hen the last 
issue has had a successful premium. 

Now, of course, there have been times Vlhen they have 
been higher than this last time - t he two's, for• exampl e, 
at henty thirty-seconds . but I' think that is erough to 
l et some people think t his ~ill hanpen once and will probably 
happen again, and they do ~~ into lt . 

I think tnat will be tempered a good deal if you made 
an offering of an issue to banks because most of the people 
that do go into it have their eyes pretty well open and if 
they see banks are going to be offered something, they know 
that banks aren 't going, pt•esumably, to buy so much. 
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Therefore I t r ink tua t v.oulo temper the speculative 
tendency. I never llt0.1.;h t it t.as dan.;;erous . ~ v:ould 

96 

rather do t hat to try to advise banks as to what kind of 
loans they v.oul d permit to .remain . I have heard t hat 
some felt - it has been tal ked around in New York some -
that there should be some limitat ion put on banks as to what 
they can loan . If you don 1 t tell them 11111at interest rate 
they can charge , l'lhy then , of course , you leave the gate 
pretty wi de open there . If you do state how much cash 
Y.ould have to be depos i ted in a purchase , I am not sure that 
it \\Ould work out , necessar ily, the way that it 11as intended . , •. 
I think that a great many country bbnks - I know this 
personally - have been patr iotic end tho Jght they v.e:oe doing 
the ri6nt thing , and have been loath at times - t his is 
country banks , not city banks - to make loan s , discouraged 
it . 

I t hink if you came out and said ten percent cash 
deposit, why that v.ould give t hem the understandine that t he 
Tt•easury was gl ad to have loans made . A cash deposit of 
ten percent - and I think that might create more in the 
country bank l oaning t han it has some of the other drives . 
I don ' t think it v.oul d affect the city banks , particularly. 
I dor. ' t think, in ~eneral , the big ci ty banks have done 
other than r.hat was the b~ st way to handle loans . 

1R. BELL: Sort of legalize the free riding. 

COLONEL POPE: Yes, J. t J,ink it would have a te r.dency 
t o do that . ·If you ge t too big cll'sli'payment, such' as 
tTienty- five percent , I think you ~~uld definitely discourage, 
possibly, some legitimate, and you might discourage too 
much a certain amount of the speculative element \~ich I 
still think is unwise at the moment to discourage to the 
point o~ eliminating it completely . 

I don' t think it is good, but it is better than not 
to t.a ve any of that at all. So that my ovm feeling is 
that I v;ould rather hesitate to attempt to tell the ·banks 
Y.ha t loans they can make . I t t.ink it vooul d be wise to 
repeat ,,hat has been said as to disco ~> raging spe cul1 tive 
purchasi~g, but I woul d think that ten percent cash payment 

Regraded Unclassified



- 5 -

might work out just the opposite way, end the twenty- five 
percent might \.OI'k out too much - might eliminate , possibly, 
legitima te loans, and some loans t hat mizht well be made • 
.':>o 1 v.ould not, myself, advise a c1ange in the instr uctions 
t o the banks on that score . I have knol'lll of some banks who 
were country banks v.ho have charged as much as three percent, 
t r~nking tsat was the patriotic thing to do, carrying tr.o's , 
not because they <i idn' t bave the money, but beoa .1 se they 
t hought that was the v.ay to do it . 

I t hink the other way would pe rhaps eliminate those 
from discou raging it and bo ahead. 

:£.<. lll.o:LL: \',ould you cell a bank' s attention to this 
speculation and indicate that we know that officers and 
airectors and emr lo;ees have been as~d to subscribe in 
some cases , and sort of de~lore t hat--

COLO~EL POPE: As a personal telephone call f rom some­
body in the Federal nesene , or something l i ke that? 

).IH. BUL: No, I mean t ell them in a letter that r.e 
usually send out tbe t this has been brought to our atten­
tion and i t is t o be deplored, t hat tnis action has been 
taken in or der to acquire t he secur ities - don 't t hink 
it is in line 'i,it h t he Tr easury's efforts to sell t hee 
outside of the banks pe l'lllanently':' 

COLONEL POPE : I f I knew of a case r.here there had 
been ·a very great exaggeration of t he uttend•n~ policy -
I can ' t see any reason f or not ,·,riting an individual bank on 
it . 

1n. BELL: This wouldn't be an individual letter, but a 
gene ral l etter t o al l banks , like ~e send out before every 
orlVe . It is jus t a qutstion of \.hether n ~hould put in 
one sentence saying that tnat \'!iS done and 'lie ~.ould like t o 
have the banks give consi deration to eliminatinG it entirely. 

COLONEL POPE : Of course, I don't know how JllliD Y cases 
you had . I wouldn ' t say it sl.ould be done . H it were general 
I mi&ht think differently of it . 
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I wou~n't think it was too general, although I have 
heard of cases ~here there will be en awful lot of bonds 
allotted to individuals, purely speculative. 

93 

KR. BELL: I wouldn't a~ it ia too large . Probably 
the total amount involved ia less then a billion dollars of 
benk financing, isn't it, George, eight hundred million? 

MR. HAAS: Yes . Most of it was switching. 

YR. BELL : Prior to the drive . 

COLONEL POPE : I wouldn't,if it is more or less 
isolated; I wouldn't do it,merely because of the fact that 
I feel that if you could announce the time you are going 
to offer the banks after the drive, I think you would have 
your speculative element elimi9ated to as full an extent 
as you would ~ant . If you don t do that, I em still a 
little skeptical of putting toO much pressure on this 
speculative business, because I am not so sure that people 
are going to be specul ative, and I don't l ike to see all 
element of speculation eliminated, in spite of the feet it 
isn't what you want . But it is pert of the business . 

MR. BELL: In other words, in view of the uncertainties 
of the situation, you would leave it about as it was, leave 
the basket and everything about as it was in the Fifth? 

COLONEL POPE: Yes, I would. I think there is going 
to be a much more difficult element that Ylill make it II. " 
little more difficult in the drive for individuals. The 
percentages1 which I think have been pret ty generally 
,established, of the total of a drive that should go to 
individuals--! think it would be a mistake to alter that 
very me terially. In other y;ords, if you thoult)lt you 
couldn't get eo much from individuals as you did before, 
I think we must hate to admit it . But I think if you ere 
going to keep the same fercentage and eliminate or reduce 
the amounts that are go1ng to be obtained through public 
subscriptions other than banks to twelve, you would accom­
plish a pretty good purpose by having a little lass amount 
derived from individuals . I think it was fairly difficult 

1\ lest time, and I think it is goin~ to be a little more 
\.!' difficult this time, so I would hke to see it cut down 
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from fourteen to twelve . 

H.M. JR: What is the use of arguing about it? I have 
announced it publicly. 

COLONEL POPE: What I have asked r.as, when you say 
drive, does it mean public drive and not what I suggested, 
the amount to be obtained--

MR. BELL: I think the amount has been broken down . 
As I recall, Ted gave out the nine billion from corporations 
and five from individuals . 

MR . ROUSE : The wording of the nine billion would 
have permitted the banks to be included. At least all 
these fellows looked at this thing very closely,and the 
general interpretation was that that didn ' t cover bank 
financi ng. However, it could. 

MR. BELL: But it wasn ' t interpreted that r.ay in the 
market or in the papers . 

MR. ROUSE : I t is still left open . The Journal of 
Commerce said one thing, and another paper sa1d another , 

B.M.JR : \\'hat about bills? Do you think we should 
increase the bills? 

COLONEL POPE : I should think that would be perfectly 
feasi bl11 to increas~ the. l!ills a hundred million , one 
hundred and fifty , or two hundred million a vie'eiC . I 
don ' t think it is the best way to obtain the money in view 
of the way the bill market is at t be present time, but I 
think it is one way that money, certainly, can be obtained. 
If that was increased, I wouldn ' t think that was particularly 
detrimental, but I don ' t think it is the best way to do 
it from the standpoint of the way the bill market is at 
the present moment . 

H.M.JR: If you need~Sd that additional money, bow 
would you suggest our ge tting it? 

COLONEL POPE: At this particular time? 
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H.u . JR: Between now and the firs t of December - be­
~een now and the 20th of November . 

vOLON EL POPE : I think that the bills are perhaps as 
good a u y to do it as any other way, if it ian' t too big 
an amount - a couple of hundred million or so . 

H.!.! .JR: That v.ould be the maximum. 

1"1 

One of these gentlemen that we have been seeing rai sed 
the question that we do not get out another t wo and a half. 
His argument is t hat if war shoul d stop in uermany we ~ould 
have to look to the insurance companies, principally, as 
our customers . If there T.asn 't anotner h o and a half, 
they would have to buy the old ones , and to give the tT.o 
and a half's a rest over one drive might be advar.tageous . 

COLONEL POPE: I t hought that two dr i ves ago, I think -
when I was dovm here - I suggested we give them a rest 
on the tl'.o and a half ' s at that time. That was when they 
were skating around par and there \',e re r umors that the1•e 
hadn ' t been a par bid, and so fort h and so on . I would not 
have suGgested it at this time . I ~ould have thought at 
one time it ~as a good thing, tut I think now - well, I 
wouldn ' t know just what you might expect from the insurance 
companies if you started to give them something with a 
lo'f!er coupon , and I presume you are not t alking about 
chan6ing it . 

. . 
I dan ' t think, myself , that the insurance companies 

are l ooking for a diversification . They are getting enough 
diversification with six mont hs ' difference i n the thing, 
but I don ' t think t hey are looking at that . 

As far as giving t hem a rest is concerned, their money 
is certainly piling in , and I 1.ould be afraid of losing i t. 

H.ll .JR: "'bat could they do with it? 

COLONEL POPE: They can• t use all of i t, but t hel'e 
have been times when t he i nsurance compani es have gone i n 
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together and bid on issues. This one hundred and fifty 
million hsue is coming in a week or so . There have been 
a hundred million issues - I don't know how many hundred 
mil i ions there are of suitable bonds for insuratce 
companies . They &et a fair-sized proportion of t hem, of 
co U'se , as it is , but they go out and buy the vhole works ; 
in fact , t.quitable did buy one wJ.ole issue, fifteen or 
hen ty mill ion . 

I think you might drive them into t hat . out I v.ould 
think the time to avoid gi ving them an issue - in other 
words, a li t tle scarcity coming in the two and a half's, 
~en the t~o and a half's are in danger of having to have 
some material support, and I don 't think t hat is true at 
tne moment. 

H •• JR: But if this luropean phase should change, you 
don ' t feel tha t that might--

COLONEL POPE: I don ' t see how that is going to change 
the insurance companies so much . I think it v;ill change 
the industrial corporations, and I think it·might change 
the individuals , but not the attitude o~ the insurance 
companies , I wouldn't think . 

M~ BELL: Don' t you think it might be a JOOd t hing 
to let them have a little money there available to invest iD 
the t11o and a half's i! ttoe other holders of bo and a half's 
want to sell in ca.se s~m.ething happens on the Western front? 

COLONEL POPE : Would it reli eve that situation if you 
closed the insurance companies ' books at the end of the 
dri ve? 

UR. BELL: To the extent that they accumulated funds , 
yes - after the drive . Some of them, of course , borrow 
no~ and take care of their anticipated premiums up to the 
next dri ve . 

COLONeL POPE : Yes, Ylell , I think before t he time was 
extended in which i nsurance companies and savi ngs banks · 
coul d make t hose purchases , I think there was a cons iderable 
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amount of purchasing - more than there had been . There 
naturally would be. I can ' t tell you ~hether it would be 
enough to take up a big dumping of tl'o and a half' a , but 
I r.ould be inclined to think tl at the dumping of t~o and a 
half 's ~ouldn ' t be as great as it ~ould be of two's , maybe . 
But I think a great many investors that have gone into 
h.o and a half'' s have gone in because they were investing . 
I think those tha t went into t~o's went in more for specu­
lative reason s , and they are much more apt to let them go 
quickly than they Muld tr.ose 'Ni. th t\·,o and a half's . 

\,e have seen the time ,,hen bo and a half's have been 
a little difficult to handle , but I think if t here were an 
interim after the drive v.hen tv.o and a half ' a might be 
coming into the market, I think- I don't think those 
insura~ce companies - they have learned ho• to borrow at 
the time , and so forth - but 1 dor • t tnink that ie very 
general. At least to my knowledge it Y/asn ' t so very 
general . I think it was confined mostly to some of the 
bigger companies . I think we did the fi rst one of those , 
didn ' t we, Bob - when that f irst came out? 

!.!.lt. rlOUSE : Yes . 

COU>.UL POPE : And then it spread SOliE, but m:t impres­
sion is , it ~asn 't very general . I think it would mean a 
good deal of buying power left in the market if you didn ' t 
give them the opportunity to buy - extend the t ime of 
purcha.s.~ .· .. That might be worth considering . But I hadn ' t 
thought or the end of the w~r affecting the sale of two 
and a half ' s so much. I thi nk they are better held . Of 
course they are bett er held when t hey are held by insurance 
companies . 

H.a . Jh: Over half of t hem are not held by the insurance 
companies . 

COLONEL POPE: Yes, I know t hat i s true, but a great 
many of t hem are held. 
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Ml•. kOUSE : ~chools, colleges , hospitals--

CuLONel PvPE : !Ay OI'Jl family - I put them into two 
and a half's because I thoueht it ~as a good investment . 
I won't be affected by tbewar. I don ' t mean by that, ~ 

am an example of everybody, but t hat is me . 

103 

I v.ouldn' t think that if you changed over and left the 
two and a half ' s out at this time , I v1ouldn't think that 
it 1• ruld - I think it ·Muld be a little bit dangerous to 
do at t his particular time . 

d.!.! . Jk: Anybody else have any que stions? 

~\. BELL: I think that covers it . 
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October 3, 1944 
11:55 a.m. 

BA1\K FINAKCING - SALO'.JON BROTHERS AND HUTZLER 

Present: Mr. Rouse 
Mr. D. W. Bell 
Ur. Haas 
lfr. Levy 

H.ll. JR : What is on your mind for the Sixth :'lar Loan? 
How would you do it? 

~. LEVY: I would offer a basket with some seven­
eighths, one ~d a half percent note due in March, '49, 
and some hro and a half s. 

H. U. JR: Wh~re would that be different from the 
l ast time? 

MR. LEVY: You had one and a quarters and two's and 
tvro and a halfs . 

H.U. JR: And t his time? 

KR. LEVY: Seven-eighths, one and a halts , and two 
and a halts . 

ll.U. JR: Wh~ would' you change it? 

KP.. LEVY: Well, it is a question. ~en it gets to 
a Loan like the last time there is a lot of switching around 
and the banks are the ones that buy them up right along. 
And if you put out something that isn't so easy to switch 
out of, maybe t hey will b~ some that they will keep for a 
while, a~how, and they won ' t have to have the worr,y in 
the banks all the time to take it up. Only you don ' t want 
to offer anything to the banks at the same time. 

Jm. BELL: Do you think there will be a lot of nitch­
ing in the note? 
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MR. L1VY: No, I don't think so, because they don't 
have the notes to switch around. 

WR. ELL: I meant .speculation in the note, if you 
only had the one . 

l f'l'" 
v.1 

WR. LEVY: I don't see &nf particular reason; I mean, 
as far as the appreciation is concerned, it can't be any­
where near as much as the bond, and I think a lot of cor­
porations would buy them and they would rather buy one and 
a half percent notes . Some of them will have longer 
money than the C. of I.'s. And they will maybe hold them 
for a while. You won't have the switching around that they 
had the last time , where they would sell some twos artd buy 
the new twos, because you will always have the switching 
in the seven-eighths. That is only natural; you can 't 
stop that . 

Jm. BELL: That is right. 

MR . LEVY : And as far as the savings banks, they are 
the biggest switchers in the world. 

WR. BELL: \'lhat do you do with the two and a halfs? 

KR . LEVY : I'd leave it, say, September ' 65-70 . 
You'd have to have a diffe rent kind from the other ones to 
make it more easy to figure . 

MR . BELL: Six months longer? 

l.!R . "iiv'Y: Then you would also have the one and a 
halfs as an offering. 

l.!R. BELL: You can give them the right to go into the 
one and a halfs . 

UR. LEVY: That will hold down the market a little bit. 

KR. BELL: The indiTidual can go into the two and a 
half? . 

WR . LEVY : Well, that is what you want, it you want 
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them for investment purposes . 

UR . BELL: I am talkinf about the Coolidgea. 

KR. LEVY: You will find soce of them around . I think 
most of them are held by banks, now. 

KR. BELL: They may have switched in the last month. 

MR. ROUSE : Don' t you have corporate hol der s? 

MR. LEVY: Yes , they boueht them for tax purposes . 
know one corporation got fifty million of them. He ' ll 
probably \Yant his money, but he may switch them into one 
and a h.alfs and hold them for a while. 

I 

H.~. JR : Do you think there will be any more difficulty 
if t he war stops in Germany before--

MR . LEVY: I personall y don 't think so , because we 
have had a lot of propaganda, and the fact that money rates 
are not going to change, I think, is psychologically okay. 
A lot of people , of course, felt six months ago that the 
money market will get firmer aft er the German war stops 
and ther e will be a lot of selling and all that . But I 
think they have been sold a bill of goods that t here won 't 
be any change in money rates . Even the Republicans--! 
heard that somewhere . 

H.ll. JR: Even Dewey said so . 
. . . 

MR. BELL: That is a strong statement of Dewey' s . 

H.M. JR: ~lhat about bills? Shall we increase t hem or 
leave them alone? 

UR. LEVY: It is a que stion of whether you need any 
money now. You have plenty of cash lying around . 

H.M. JR: We may need a little money. 

MR . LEVY : Before the drive starts? 

H.L!. JR: Yu. 
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LIR. LEVY: Any appreciable amount? 

H.M. JR : Maybe a billion dollars . 

10.., 

lm. LEVY : Well, you could do that easily enough just 
by increasing the bills, unless you want to put out, say, 
one issue every week maturing, say, June 15, ' 45 . 

H.U. JR : Of What? 

lm. lEVY : Of the Treasury bill, and let the banks 
pay for it on deposit . 

MR. BELL : What do you mean? 

1m. LEVY : Just that particular date , ·just have them 
maturing at one time, then you can refund them all at one 
time, around June 15. You have an open date there . Let 
them pay for it with one loan deposit . · 

As long as you put out more bills , the Federal Reserve 
System buys them, anyr1ay . 

J.!R. BELL: Do you think the Banks--you say the Federal 
Reserve System will buy the weekly bill. Do you think 
the banks will buy? 

UR. LEVY : At least you have the money in the banks. 

H.M. JR: I tell you what I would like you to do, 
Mr . Levy. When are you going back?. 

llR . LEVY : '1\To o' clock . 

H. M. JR : You could see Ted Gambl e before that ? 

1lR. LEVY: Sure . 

H.U. JR: Do you want t o talk to him some more ? 

YR . HAAS : I think I have it . 

Jm . BELL: Have you thouzht anything about a two and 
a quarter? 
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MR. LEVY : If you just want to push it in with the 
two and a half I have no objection to it , because that will 
go to non- commercial buyers . I lTOUldn ' t objec t to it . 

MR . BELL: Nould you get any more mone;r or detract 
from the hro and a half? 

MR . LEVY: You may get a little extra money . ~ybe 

the savinps banks miiht be t emp ted . They seem to like the 
two and a quarters because the;r sell two and a halfs end 
twos . And they make a l ittle profit and they 8et the same 
yield, you see . As far as the present market is concerned 
they do, but , as I say , the savings banks are really the 
bigges t traders of any of them as far as the drives are 
concerned . 

H.U.JR: Do ;rou want to ask something, George? 

I.!R. l!J.AS: No , sir . 

H.M. JR: Ho,,. about you, Bob? 

ll.ll. ROUSE : No , I have no questions . 

H. Jr' . JR: \7ell, you are always very concise . 

(~ . Levy leaves conference) 

H.M. JR : George, I want to continue this at nine-
thirty tomorrow morning. I ' d like you to make me an anal ysis 
of people ' s names , where they diffe~ on one page . Be 
prepared to discus':f·i t , and I will have Tickton, Gamble, 
~~phy, Lindow, Haas, Dan Bell, Mr. Rouse, if he is 
available . I want t o discuss what we heard here today, 
the pros and cons. Then I want a ffiemorandum on t tis 
balance business . I f we get the bills, how will we be 
fixed , and if we don ' t , how will we be fixed? We ' ll get 
rr . Rouse ' s comments on this discussion this afternoon. It 
would be ver;r helpful. 

MR. ROUSE : I' l l be available all afternoon. 

H.U. JR : Wb:y don ' t you dictate a memorandwn I could 
read tomorrow morning, commenting on these various suggestions? 

Ja . RaJ::>E : All right. 
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I'RC11: 

Secretary Morganthau 

Mr. Rouae 

Interrlewa with dealer• 

October 3, 1 <:)44. 

Although there were variatione ae to particular iteme in 

the discuuion of the program for the 6th liar Loen, the dealera 

se~ed to agree that V-E-Day would not bring on any sudden movement s 

of broad scope in security prices, deposits, loans, eto. They also 

agreed that u.rket peychology ie good and that it has conviction as 

to the maintsnance or the pattern of retss. 

In general the dealers agree that there should be the 

same ha11kat as in the 5th Loan - that with this basket and the 3lllal.ler 

goal the 1're&'"lll"Y is well protscted acainst the effect or a drop in 

public 110rale prior to or during the drive. 

llr. Levy suggested the el:laination of a ~ bond and the 

1-1/~< note, recomMending in their atead a 1-1/~ nota of Uareh 15, 

19/.o. The baste of his recoll\lllendation wae that it would reduce the 

volune or ewi tcbing operations. It would aatief'y only a lilnited 

n1111ber or customere and, in •Y judgaent, ultl.rultecy bring about a 

~lUll& of Pitching or an undeeireble t,pe. 

llr. DeTine' a suggestion of the omission of a 2-1/2% bond 

and the substitution of a 2-1/4'/. bond wru1d, I believe, work aa be 

indicated, namely to raise, temporarily at least, the ~rarket value 

.. 
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of the existing issues to 100-1/2 to 100-5/8. "Who," he aake, "doesn't 

like to see hie holdings quoted at a premiwt?" 1fT reply h that the 

man .mo ..ants to or feels he ought to buy 110re is that fellow. He is 

r epresented b)' the insurance caopaniee large and -u, endowente ot 

various kinde, churches , pension .,-steaa and savings hanks and individuals. 

The Treasury heretofore has considered that ita long- term 

fi.nencing rate of 2-1/~ cruld be maintained and that it should not be 

changed during the war at least. The atep proposed by l.lr . Devine, in 

1111' opinion, would be in the direction of a lower rate • 

• '•• I • • t 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

DA'fW Oc t . ' 1 1944 

TO 

I'll OM 

SubJect: Bond Redemption December 1 5 

Four percent Treasury bends in the amount ot $1,037 
millions have been called f or payment December 15 , 19~4. 
The moat a ppropriate disposition for these securities would 
appear to be an exchange otter involving the 2 percent and 
2- 1/2 percent Treasury bends ieeued in the Sixth War Loan, 
11hioh will be in progress at that time, with commercial 
bank holders of the 4 1 s being res tricted to the 2 percent 
drive security while other investors would be ginn the 
option of ei tber the 2 1s or 2-l/2 1s. Such an operation 
would tollow the precedent or Oc tober 19~3. when holders 
ot the }-1/~ percent bonds called for payment October 15, 
19~3. were given the option of exchanging into the 2 per­
cent or 2- 1/2 percent bonds ottered dUring the Third War 
Loan - except that the operation would occur during the 
course of the Loan itself rather than, as in the earlier 
case, immediately atter the Loan. 

11: 

It ie recognized, of course, that it such an otter is 
made, the grea tar part or the called seo.tri tie a will t ind 
thei r way into the hands or banks and or brokers and dealers, 
the only classes of investors to whom the exchange privilege 
would be of real va lue. The proceeds received by nonbanking 
holders would, for the most part, be reinvested in drive 
secur1 tie,s . . . ... . 
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T H E U NDER S ECR ETARY Or THE TREASURY 

WAeHINOTON 

October .3 , 1944 

TO THE SECRETARY : 

In giving you the estimated cash balance last week for the period ending December l , 1944, I said that we would go into October with about $13 bi l lion and would probab ly end up on November 30, without P~Y credits in the War Loan Account from the new drive , with about $3 billion . I asked you Pt thpt time if you would be a larmed at a balance as low as $3 billion on that date i f you d id not get Rny new funds from the drive . 
~ We came into October with $13, 300 million . We, eatimate that we will go out of Octobe r with $8-1/2 billion , (ba.seci on $7 ,400 mi l lion in wa r expenditures) . We now est imate that the balance 

11? 

on November 30 (based on $7 , 300 million in war expenditures and without any new money in the drive) will be $3 , 500 million . If nothing beppens t o interfere with the usual trend of payments in the War Loan Dr ive , we might add between $5 and $6 billion to this figure . If we make the payment date on November 27 , we could ge t in a good deal more than this in l!ovember and our b11lance might well be above $10 bil lion on that date . 

I am attach;.ng a statement sho~1ing the ex­P.endituree .as estimat ed fo r .. the six nonths ' per iod ending December 31, actual expenditures and balances for .July to September , and estimates for October to December . 
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(In mi ll ions of dol l ars) 

Balances War expenditures Balances 
at at end 

beginning Estimates Actual of period 

July , 191+1+ .•• ~18 , 668 $7 , 200 $7 , 201 $20 , 257 

August •.. ..•• 20 ,257 7 , 500 7 , 500 16, 089 

September . ••. 16, 089 7 , 500 7 , 000 13, 300 

Octobe r •.•••. 13 ,300 7 ,400 8, 500 

November ..... 8, 500 7 , 300 8 , 500~ 

December ..... 8 , 500 7 ,000 14 , 300~ 

~Balance at end of November includes $5 ,000W fr om 
Drive based on assumption that payment da.te will be 
December 1, and balance for December 31 includes an 
addi t i onal $ 11 , 000~ from Drive . 

October 3, 191+4 
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HM,Jr: 

Operator : 

Mr . C: 

HM,Jr: 

Mr. C: 

HM,Jr: 

Mr. C: 

HM ,Jr: 

Mr. C: 

H}I ,J:r : 

Mr. C: 

Hello. 

Mr. Currie. 

Mr. Secretary . 

Speaking. 

October 3, 1944 
12~5 pm 

The President - I Just talked to Harry Hopkins 
and he told me the President wants to say some­
thing about Italy this afternoon and he wouldn 't 
be holding another conference until the l}th and 
I said , "Well, we tried to get some etatement 

111 

from the War De~artment and I was sur~rised that 
why doesn't he release the ap~roved recommendation 
we sent over?" 

Yes. 

And Hopkins said, 11 WE:ll, the President does not 
understand that altogether," and he thinks if you 
would call and say it has been cl eared and has 
your ful l approval -- and I have the press rel ease 
all ready that we got cleared with the British and 
everybody elee and this would be now a change of 
the first sentence of it to indicate this is one 
of a series or steps to i mplement the Joint state­
ment of Churchill and the President on Italy so 
it fits in beautifully at the ~resent time if he 
would use it. 

Well , it's been over there-- Hopkins called you 
to call me? 

No . Hopkins -- I asked him to urge 
•well , why not issue this statement? 
thing 

Yes. 

the President , 
That ' s some-

He sai d, "Well , Secretary Morgenthau put that 
over. He ' d better. " Like that. 
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HM,Jr: 

Mr. C: 

RM ,Jr : 

Mr . C: 

HM ,Jr: 

Mr. C: 

HM,Jr : 

Mr . C: 

HM , Jr: 

Mr. C: 

HM,Jr : 

Mr . C: 

m~, Jr: 

Mr. C: 

HM,Jr : 

Mr. C: 

RM,Jr: 

115 
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Well ... 

Tha t ' s why I thought of you. 

Yeah. 

But your recommendation , I think , went over ther e 
about three week e ago , d10n ' t 1 t ? 

Well , it' s longer than that and it ' s got Hull ' s 
O.K. and everything. 

Everything. The British approved 1t . .. 

And I asked !Use Tully about it a number of times 
and each time she said the President was waiting 
to see thi s Colonel from New York who was over 
there . 

McGuire , yeah. 

Yeah. 

And then he held it up because he did not want to 
spoil the news on his j oint statement with Mr. 
Churchill . Tha t ' s understandabl e. But now 
I think it ' s time it should be issued and this 
is a good time to do it , if he wants to say 
something on I taly. 

Well . Let me think it over, Will you? 

Fine. 

I doubt whether I ' ll call up because I have called 
about r~ur times on it as it ie . 

Well , I ' ll be seeing him before the press confer ence 
sxceot if I can say that I checked again with you 
and you f eel thatth1s Order should be i ssued, that 
mi ght be ~uffici en t. 

w::u , that 1 s all right. 
before? 

Yeah. 

You are goi ng to see him 

That ' s all -- you can quote me on that. 
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Mr . C: Fine. I'll do that , then. 

HH,Jr : Right . 

Mr . C: Thank you. 

HH, Jr : Thank you. 
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HMJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Ooerator: 

ID!Jr: 

Operator: 

Robert . 
Patterson: 

HMJr: 

P: 

HMJr: 

P: 

HXJr: 

P I 

HMJr: 

PI 

Hello. 

October J, 1944 
4:12 p.ID. 

Judge Pattereon is with General Somervell. Did 
you want me to call h1m there or wait until he 
comea backf 

Oh, eee it you can't get him. that can't be eo 
i mport ant. 

All right. 

4:16 p .m. 

Hello. 

Judge Patterson, and he' • in hie own ottice now. 

.All right . 

Go ahead. 

Hello. 

Bob. 

Henry. 

I Juet got a very d1eturb1ng cable which Oecar 
Cox eent over to me in which -- I'm sending you 
a copy -- in which 1t eeems that the ~ 11 
aSking tor the t1guree ot what the Brit1eh Army 
Will need and tl;ley're doing this i~ England. 

Yeah. 

Clod damn 1t! We 1 re trying to do thia thing and 
t11 1 t all up here together and what doll the 
.Army go on and do th1e thing tor -- 1n England 
torf 

I don 1 t know. 

I wieh you 1 d run it down. I •ean ••• • 

Ie 01oar Cox over there nowf 
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HMJr: 

P: 

HMJr: 

P: 

HMJr: 

P: 

Rl!Jr: 

P: 

RMJr: 

P: 

RMJr: 

P: 

RMJr: 

P: 

- 2-

In ~ roo•t 

No, 1e he over 1n Br1ta1nt 

No. No , th1a oable OaJDe from Winant and Ph11 
Reed. 

Oh. Oh. Through Oeoar Ooxt 

Yes. 

Uh huh. 

From Ph11 Reed •.•• 

Yep • 

• ... in-- i n London, and he oan't underetand 
it, and why ehould the Arm:r be aalting tor th1e 
etu1'1' and 1 t 1 1 meued all - everything up over 
there. 

Yeah. Will you eend me a copy oi' itt 

It Will be over to you very shortly , but I -­
the reason I'm phoning you was that I wanted 
to be sure that you 1 d get' it. 

Yep . Yep. Mark it tor me and I ' 11 get it. 

I thank you. 

Thank you, Henry. 

1113 
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Oct ober S, 1944 

Dear Bob: 

I am enclosilh~ rewitb a telegraa which 
waa sent o•er to ae Yr. Oaoar Cox . I cannot 
understand w~ the Un ted States !~ should ~ 
esking the Brltiah War Ottioe about production 
at thla tiae in •lew ot the Comaittee which the 
President and the Prime Minister aet up at Quebec. 
I pointed out to fOU at lunch that it la aoat 
important, it we are going to do a good job, that 
we all work together . 

I would appreciate your looking into thla 
aatter promptly, and letting me hear !rom you. 

Youre ainoerelf, 

Bonorable'Robert P. P,tt ereon, 
Under Seorotary ot~lr, 
War Depart.ent, 
Waahlnatoa, D.C. / 

1.:.9 
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FOREIGN ECONOMIC AOMINIS'IRATION 
omcE OF THE ADMINiSTRATOR 

WASHINCTON 2S, D. C. 

Septauber 28, 1944 

You ~ be interested in the 

attached cable troa Pb1l. Reed in connect.ion 

with Lend- lAue pollciu to•rda tbe U. ( . 

in Phase n. 

Sincerely yours, 

Tbe Honorable lleDry llorpntbau, Jr . 

Tbe 8eoret&J7 ot the trea.ary. 

1 "0 
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n.p&rtt.tnt of State 12'!. 

( IlfOOKIIG '!'nEOIWI 

(j 

Secretary of State, 

u hlngt on . 

7899, Septe2ber 22, midnight 

London 

Dated Septe~ber 22, 1944 

Rec'd 12sSO a.a ., 23rd 

PERSONAL FOR CRO'tliE Y, .CUWJ, COX MiD ACRFSOB FRmt REID. 

United State• Armr here hal a1ked t h1 Briti1h i ar Office 

what production they will haTe to 1upply United State• require­

llentl 1n the tweln aonth.a following the tel'!llnatlon of the war 

in Europe and whether t hey wlll be able to i ncrea1e 1uoh 1uppl7 

oYer quant1t1•• turnlahed t o United Statea forces in the United 

nngdoa in 1944. 

Occulon t or th1• inquiry 11 cable ar X 28498 of 

Septtmber 11 f~~ Internati onal D1Tilloo .of tar Dtpartment ln­

ltr~otlng ~ her• (A) to a1oertaln what .Unlttd Klncdoa pro­

duction will be rdeaaed froa k' roduolDC United llDCdoa rtqulr ... ntl 

for the ..,. qainat Glr.un7 and will not be netc1td b7 th• Unlttd 

nqaoa tor the lapllllll ..,. durllll tb! tlrat yeu alter t h• ea4 

ot tbt European fti'J aacl (I) to arraoc• with UnitH n111a• 
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C: authorltlea to keep thla capacity in production to auppl7 lte .. 

required b7 the unlted Statea Arm1 tor tte lapaoeae war. 

( 

<.. 

Theae 1natr~ctiona raiae ma jor q~aatloua or polior, about 

w~i cb I will undoubtedly be aaked b7 the Britlaht 

(a) If carr ied out literallr the inetruction could mean 

our aaklnr. t~e United Kingdom to retain ita preaent level ot 

ailitarr t roduotion tor a year after the end of t he EUropean W&r 

in order to provide material required by t l e United States tor 

t he Japaneae war at the same time t hat t he United Statu 1a an­

nouncing 40l reduction in war production and the lifting of alAoat 

all reatr1ctiona on civilian production. 

(b) The reciprocal aid agree~enta atate the objective• or 

reciprocal aid aa t he moat effective utili cat i on or avai l able 

materi ala , man powtr, production tacilitlea and ahtpplng apace, 

and the r eduction to a ldniaus of the need of each government tor 

the curr ency or the other. These objective• are not l i kely to 

.he .. u r:ocl by ,production ln. the Unit.~d Xlngdoa or requirement. 

tor t Le United Statea Military in the Far £aat . Such production 

would r educe Unitecl klna:do~& capac1t7 to 11eet ita own neecla and 

tend to cont inue ita dependence on the United Statea tor Lend­

Leaae aid, whereaa t he United Statea coulcl probabl7 produce and 

ehip aoat United Statu Arar requlruenta tor t he Far But 110re 

quiokl7 ancl ettecthelJ than t he Ualtel Uugdoa, and at the 
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lamt time conTert a !air ahare ot war production to lta own 

oiT111an needa . 

12J 

The foregoi ng, ot course, relatea only to United ~ngdoa 

production. Clearly there are mutual advantages ln obtaining 

maxi mum production i n placea nearer t he Far Eastern battlefront , 

auch aa Aust ralia and Indi a. 

The proposals ot t he Ar27 do not aeea t o me conslatent wi th 

which I understand t o be United Stat ea GoverDQent policy thua tar 

deTeloped about phaae two. Pl ease adTi se whet her they haTe 

your concurrence and , it not , wh at ls your position so that I 

( : may kn9w how t o answer inquiries ! r om the British. 

NINA NT 
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e11p7 of \M eabl.e ,_ ..U ..... 1\ 

~~~,..... 

(..__.) .. v sun n,~lt. 

h UHMJ7 et tile !l i• 

llro 0... O.t 
Dr11'11 Cs J1 • 
W- I I 's Wa1ANU.1 
..... '-- as, D. c. 

P. s. I am tak1~~& thia up with Bob h tteraon . I 
will ht you know what he haa to aay. 
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Mr. Sul livan and Mr. Blough have been asked t o p repare 

a memorandum tor the Secre tary containing statement on 

taxes to have 1n readi ness in case Dewey Should attack 

the Treasury on its tax progr-. The Secretary wants 

Mrs. IQ.otr. t o have this memo. He wants Mr. Blou@P and 

Mr. Sullivan to have 1t ready to discuss at lunCh and 

he wants Mr. Gaston to have a copy to read betore lunch 

so he can be prepared to discuss 1t. 

1 ~­, 
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TREASURY DEPARTMENT 

WASHINGTON 
ASSISTANT SECR£TARY 

October 31 1944 

. ' ' 

!l" CIWIDU: f<ll SE<nJ:;i,.:lY r:.o ~ .ll'HAU 

~ 

Senator Goot· .e c:>.n be reuchcd ct nino o 1 clccl: at V'icnnn 1 

Georgi~! , Tol orhor.e Ho. 42. 

Con_.t'(JCVnan Dout;hton c.;n be ror chod n~ 3part.a1 :ror~h Carollt.:t 

"t the ha:.e ot hio von, Hort. Ilou~;hton • 

1~" . ) 
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RMJr: 

Operator: 

HMJr: 

Operator: 

RMJr: 

Operator: 

R~!Jr: 

Hello . 

October 3, 19~ 
9 :36 o.m. 

They eay Congreesman Doughton went from his 
son Hoyt Doughton to hie son J. H. Doughton 
and I have him on the line now. And he said 
Congressman Doughton Just left there but he'll 
see him in the morning. 

Well .. . . 

He doesn't have any telephone where he's going. 

Let it go. 

Cancel 

Cancel it. Try Senator George. It's at Vienna -­
V-1-e-n-n-a. It's like Vienna. 

Opera tor : Yes. 

HMJr: 4-2 Georgia. 

Operator : All right . 

HMJr: Senator Wal ter George. 

Operator: Right. 

HMJr: Cancel out on the other one. 

Ooerator: All right. 

... .. ... . . ... ........ . 
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ffio!Jr: 

Operator: 

Wsl t er 
Geor ge : 

ID{Jr: 

G: 

HHJr: 

G: 

HMJr : 

0: 

HMJr : 

• G: 

HJ.lJr: 

G: 

HMJr: 

G: 

H~!Jr: 

·G: 

HMJr: 

G: 

RMJr: 

G: 

HMJr: 

- ~'"1 

October 3, 1944 

Hello . 

Sana tor George. 

Hello. 

Henry Horgentbau. 

Yee , Henry , this 1s •.ial t er Geor ge. 

How are you? 

Pretty good, t hank you. 

Did you li s ten to Dewey? 

9 : 50 p . Ill. 

Well , I t ried to but couldn 't get any recep tion 
here on the station he wee talking on. 

Oh. 

I j ust d1dn 1 t get more than a flash ot lt. 

Oh , that 's too bad. 

Did you hear it good? 

Yea, we go t i t all right. 

Uh huh. 

The orlnoipal thing ie he's cri t icizi ng us tor 
war time taxes. 

· ·Yes. 

He wants to do away with all excess taxes, excise 
taxes except ga soline and tobacco and one o ther 
thing-- I target what it was. 

Whiekey, I guess. 

Li quor. 

Yes. 

You hold tha t, yeah. 

... 
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HMJr: 

G: 

Rl!Jr: 

G: 

HMJr : 

G: 

HMJr: 

• G: 

Rl!Jr: 

G: 

HMJr: 

ID!Jr: 

G: 

ID!Jr: 

G: 

- 2-

Yu. 

And he criticized ua t or taxing the man with 
eleven-dollar-a-week income. 

Yes. 
And al.eo, about how complicated it waa. But 
the pri ncipal thing was the ori t1ciem ot the 
high taxes during the war. 

I see . 

And then he brought in the Lincoln Electric 
case. 

Oh, yea. 

Now, I wondered it this sounded all right. We 
were working on something tonight and what I wae 
thinking or doing -- ot preparing a statement 
which would say that after twelve years ot t he 
Republ i can regime, we found taxes in the f ollow­
ing ocnd1tion -- and then mention eome ot the 
glaring loopholes. See? 

Yea. 

And then eay t hat those had been corrected. 
Hell o? 

Yea, I think that's a good i dea. 

And then say -- and then go on and say, •Now, 
M.r. Dewey ...• • 

Hello? 

Hello. 

{InterrupUon.on the wire. ). 

I'd say, 'Now, Mr. Dewey, there are some ot t he 
others which we ' ve not been able to do •.•• • -­
like oil-wel l deple -- oil-well de~let1on, you 
see? 

Yee. 

129 
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HMJr: 

G: 

HMJr: 

G: 

HUJr: 

G: 

HI~Jr: 

G: 

HMJr: 

• G: 

HMJr: 

G: 

HMJ r: 

G: 

HMJr: 

G: 

HMJr: 

G: 

HMJr : 

- 3-

~&.w 
I was th1nk1ng ot Mr. Pw&A in SUn 011. 

Yea. 

And State and Munici pal taxaa and a tew ot those 
other th1nga -- and ask h1m wher e he stood on 
those. 

Yea. 

You see? 

That ' s very good. 

12Q 

And t hen go on to say that t his whole tax program 
ot ours has been part ot t he stabilization program 
wh1oh baa cost -- kept the cost ot living down. 

Yes. 

And that -- he criticized us tor having fifteen tax 
bills in eleven years and I wae going to say •Well , 
we bad to have those, first, to correct the inequi­
ties ot the Republicans that went betora us and, 
seoond, in order to keep up with the war.• 

Exactly. 

See? 

The mounting cost -- the mounting cost ot t he var. 

Tba t' s right. 

It ought to be point ed out too, Henry , that so tar 
as these exo1se taxes ere concerned . • .. 

Yeah. 

•..• the extraordinary excise taxes vh1oh we've 
imposed and even the inoreasee vh1ch we have made 
go out e1x months after the t ermination ot the war. 

Tha t's right. 

They're strictly war taxes. 

That 's right. Well, now •.•• 
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And we came down to get the eleven-dollar inoome -­
the man vi th the small inoome is 111teviee strictly 
a war provision because it's a part ot a tax which 
we ' ve tried out, known ae tbat Victory Tax which 
itaelt, by its terms, would have gone out atter 
the war. 

llow •••• 

Even tbat is -- 11 - is a wartime levr -- but 
especially the exoise taxes, practically all ot 
them go out six months atter the termination, and 
t he increases that we were compelled to put on during 
the war period. 

Now, I think what I'm going to do is this: I think 
I ' m going to put on the wires Dewey 's epeeoh ot 
tonight. You see? So that you'll have it in the 
morning. 

Yes. 

And then I think when we get our statement ready, 
I'd like to r ead it to you over the t elephone tor 
your suggestions. 

Fine. I i magine I'll get it in the morning 's press 
but I ' m no t sure about our papers carrying it in 
tull. 

Well, I can put it on the vires so that you'll get 
it in the morni ng. 

All right. 

Now, Just send it to you at Vi~pn~f 

Yeah, tha t's right. 

And -- and then you 'd get it at the telegraph 
ottice or they'd deliver it. 

Yes, I 'll get i t in the morning. Yes, they'll 
deliver it. 

I -- I doubt 1! the newspapers will carry it in 
tull. 

I doubt it myeelt. 
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I 1 d like to do that and then I 1 d like to abow you 
what we're going to eay and get your advioe. 

All r1gbt. 

Thank you. 

All right. 

Bye. 

1
~.., 

v -
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TELEGRAM ~~~-------------------
o.. ~~ CQJltlnpnt 

Of"FlCIAI.. BUSINE!'S GOVERNMENT RATES 

.... ___ ....... ,. 

~ ' 
senator walter Georr, ocrBBJ\ 8\1~ 

::::n:; ::::::: Dewef' a apeeob Ootob~ t~ll'd · . quo~~ \~llow 1Mrioanu 
Tbia fear aore than flft7 aillion ot are p~ing i~O.. taxea. 
Tba aan who makea aa little aa ala~en dollara a week ot p~a an 
inoou tax. So tuea todq are aigbtJ i,ortant to e '7 one of ua . 
!bef are 18portant becauae the 1110unfl,ot aua taken <Nt ot fOUl' 
p~ en•alope decide bow muob will ba 1ett to take hoae., 

\ . 
Taxea are a.lao !.portant b8oauae tax lawa oan eitb•r dea\rOJ 

our job aaking aaohinel')', or oan perait it to go to work11 and jobl 
attar the war will be the tirat objeo~n ot fOUl' new natlonal 
adain1atrat1on. f \ 

In apeeohea o•er the radio wit in~he past tew weeks I ha•• 
aade oonatruoti•• proposal• tor aobi •i our great objeoti•• tor 
the yeara ahead . Theae are aoae ot ho .inga we cuat do it we are 
to be auocuatul here at hoae attar t bh ar and in doing our ehara 
.in bringi ng a laeting peace to the orld. \ 

Aa we all know it took a war to get\Joba under tite preaent 
national 1dain1atration. Tba Hew Deal waa ln office troa 19SS 
until 1940 when the war ! l nall7 reduced une~lo1J18nt. 

low, bow .1a it that the Hew Deal .. na~~ to sake a tbree-
;y.ear h pl'aasion lut .. aearl.J· elnen T••r•'l ibrt . . with· •ll · ita .. · .... .. · 
borrowing and apendlng with all ita e .. rgenAl~a and unltaite4 
powera, were there atih ten ailllon uneapltfi1•~ 1n t be aprlng ot 1940! . \ ~ 

One ot t be aoat iaportant reuona w~ ~at our present Aclaln­
latration na•er onoe established a pollo7 t ·n~ouraglng people to 
do bualneaa. It ne~er onoe bad a atable lla.f t hat al lowed people 
to aake plana to go ahead and oarl'J thea 

1 
t. \ 

I I . 
OUr tax laAa abould be the aoat ataUe. ~.,. ha•e ·been 

the aoat unatable. Conaider juat ODI ·~atllag ~acta The "" Deal 
obaqecl our tax lua t ltteen tlllea in t. n ,...,... It aotuall7 
paaaecl two Re•enue 1ota that were out ot ate bet~ tbq ooal4 
ann &o into etteot, beoauae new lawa ha4 been put.a in the •aa­
tllle. 
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How in the world can people plan ahead when they don't know 
from one aonth to the next what their tax•• are going to be? 
Moreover, under this !dalnistration thee• 1 .. s have even been 
used to discourege high wacee . Here ie an example: 

The Lincoln Eleotric Company i s a long-esteblished tira 
which manufactures electrical equipment . It employe thirteen 
hundred highly skilled and productive workers who have enjoyed 
high wages for yaara. 

In 1941 those thirteen hundred employees made an average of 
$5400 a year. That 1a a 11 ttl a aora than a hundred dollar• a weak. 
But a Treasur,y agent of this Administration want into that plant and 
announced th•t a man who worked with his hands should not be paid 
as much aa Sb, OOO a year. 

I have hera photostatic copies ot the Treaeury Department 
notice to the Lincoln Col:lpnDf, marking the pay of worker after 
worker aa excessive . That h the way t he new Deal keeps Aaericans 
from getting ahead. That ia t ho way it baa been fighting t or 
twelve years against the whole futuro of our oountry. 

Now, when t his war is over, eleven million ot our beat aen 
and women will be coming home . They will be eager for jobs , for en 
opportunit7 to start in business for theDaelvea. Suppose one ot 
thees young men wants to eat up a l ittle buaineaa . He goes to eoma 
of his f r iends and gate the aoney and they incorporate . Hie wife 
makes a living aa secretary-bookkeeper. The first thing abe tinde 
out ia t hat aha bas to be an accountant, a statistician, a l&W7er 
and a tax expert, all at once • 

.. .. . But. .enn the exoerta can' t decide bow to do business under 
the lfew Deal, b'cauae· the7 ·can"•t wiaeritand the laws theliaelvea . 
I have here a dozen example•. Just lieten t o this littl e gem 
from Section 2SP ot the preeent tax law, about contributions to 
employee pension plen. It 1111: 

"The7 shall not be deductible under aub-aection ! but 
shall be deductible if deductible under eub-eeotion A without 
r tgard to t hi• 1Ub-1ection under th11 1ub-eection, but onlJ to 
the following extent. • 

Froa be re on 1t geta teohrdoal ! 
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But auppoee, in spite of everything, our veterans' wivaa do 
succeed in building up their busineae and 1n creating aomo Joba 
tor other ~eople. We have been making laws so they must hand over 
t o the Government 825 out of every $100 the bueineea earns . If 
they are still more successful, then t he Government takes $40 out ot 
avar7 $100. And it they are very auccosatul, under the present tax 
law the Government takes $60 out ot aver7 $100. 

Ot course, we cheerfully pay higher taxes to meet the coat 
ot the war. But the taxes ne are • paying todAf are not just 
tor the war . There baa been too much waste and extravagance ot the 
sprawling bureaucracy built up by the Now Deal in these last twelve 
year s . Even Vice President Henry Wallace baa now made a npeeoh 
urging relief from--and I am quoting--"oxceaaive taxation and 
excessive Government regulation." 

And who do you suspect came out 1n thh morning' a paper tor 
tax reli ef tor business? Rarry Hopkins , whoee slogan baa been 
tax and t ax, spend end spend , elect and elect. 

In other words, the highest New Dealers admit that this 
C: Administrat ion has creat ed an impossible condition whi ch urgentl y 

needs repair. They had plenty ot chances . They have had twel ve 
long year s ot whet they now admit ia fail ure . They changed the tax 
laws f i fteen t ime- in those twelve years , and only made things wor se . 
So they ask tor sixteen years and pr omise to do better. 

Unfortunately, exper ience abowe that the7 only talk about 
iaproving at election time, and then f orget all about i t. That 
i1 wh7 i t is time tor a change . 

But this ia only part ot t he ator,. Not only do t he aen 
who make ae litt le as eleven dollars a week now paJ an 1noome tax, 
but under t ho New Deal personal 1ncoae taxes have been raised ao 
that a man with a wife and one ohlld who paid 15 when the Kew Deal 
b.gan, now Pl1• anantJ-ah t illas aa IIUch on the s ... incOIMI. 

In addit ion, countless hidden aalea taxes have been piled 
onto aaoet na17thing we bi.IJ or u11 tod~J. It baa reaohecl a point 
'IIbert enPJ t1•• a woan powders her noaa there 1a a tax or brent, 
per cent on the powder. 
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One of the first joba of rour new Administration, which 
takes office next January 20, will be a revision of our tax lawa. 
Ye need a whole new point ot view. We need an adainiatration 
which balievea in full eaployaent and in opportunity for all. We 
need a tax polic7 directed towarda achieving and ~aintaining full 
emplorm-nt and rising atandards of living tor all our people . 

To that end I propose the following program to take effect 
Lmmediatel7 after victorr is won: 

Firat, revise the peraonal exemption so that the man who 
makes aa little as eleven dollar s a week no longer baa an income 
tax taken out of his par envelope . Our objective in peacetime 
must be expannive in recovery. We cannot achieve that objective b7 
taxes which eat into the income of those who ere alreadr below a 
decent standard ot living. 

BoweverJ necesaa~ these taxes ~~ be in wartime , there can 
be no excuse tor them in peace . 

Two reduce personal income tax rates . The tax law now 
takes at ieaat twenty-three cents out ot every taxable dollal 
after credit tor dependents. That cuts the living st~1dard of 
eve~ one who works on a emall wage . It would slow up our 
recover7 after the war. We want to speed recovery along. 

Three, chan • and lower the inco~» tax on buainess coapanLelr' 
until it no longer acta as a drag upon production and a barrier to 
jobs. The speci.al wartiao taxee which now rille t o ninety-five per 
cent should end with t he war. These taxes, of course, are almost 
oontiacation. It continued after the war,. th~7 W!>.\1~9 . epc,ou.r~tl 
waate and inefficieno1. The7 would diecourage low coat production 
and block the exDanaion which creates job opportuni t i es. 

Four, shorten the preaent endleaa liat of exciae or nuisance 
taxea. We ahould eliainate as eoon a1 poaeible all exciae taxea 
except those on alcoholic beveragea, tobacco, and gaaoline. 

./"""' 

Five, ca.pletelr overhaul our existiDg contused and ca.plioated 
tu le••· We aet create a bade tu law which can be el(rlectecl to 
reub at.ple allll atable. It ••t be au that can be adjuatecl frca 
tl• to ttila bf. ohaqea 1A ntea without requlrba a cc.plete 
l'lvlaloa oao• a 7•11' or ott ... r. 

Regraded Unclassified



. .., 
- 5 --

Six , eatablikh and proclaia a conaiatent national tax polioy 
one directed toward achieving full «Dployment and a rising nationai in­
co.-; ona t hat will assure us or a solvent nation and the ultiaate 
reduction of our national debt . In the years ahead we face a 
national debt of three hundred billion dollars. We face an 
annual coat of Government, including adequate Armed Forces far above 
t he l evel of pre-war years . Just to mee t the interest on this debt 
the coat of Government we shall need large Federal revenues, but 
it is utterly impossible to suppose that we can support our Govern­
ment by leYylng heavy taxes upon a national lnooma . Our firat aiD 
must be to increase our national income by putting to work all of 
the productive resources of our country, industry, l abor, and 
agriculture. It is far batter to have a low tax rate wi th a 
national income of $150 billion than income of only $76 billion 
w1th a high ta.x rate, aa we had under the New Deal a t its peacetime 
beat. 

What we want is a t hriving, progressive country with jobs 
for all . We want our t ax laws to be stable and understandable , 
so t he re will no longer be a block in the way of progress . 

C: We went t hem to be levied sensibly with understanding for 
the human need of our people . That kind of tax policy we are 
going to have . We are going to have the kind of tax laws under 
whi oh America once more can live and grow. We will have a Govern­
ment t hat wants t o aee every American get ahead. UNQUOOE 

HENRY J.IORGENTilAU, JR. 
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• TEXT OF GOVERNOR DE7.~' S SPEECH 

October 3, 1944 

Fellow Americans : 

To. ie year more than fifty million of us are paying 

income taxes . The man who makes as little as eleven dollars 

a week now pa:s an incoCle tax . So taxes today are mighty 

important to every one of us . They are important because 

the amount of taxes taken out of your pay envelope decide 

how much will be left to take home . 

Taxes are also important because tax la17S can either 

destroy our job makine machinery, or can permit it to go 

to work, and jobs after the war 1-rill be ef the first 

ob jective of your new national administration. 

I n speeches over the radio within the past few weeks 

I have made constructive proposals for achieving our great 

ob j ective for the years ahead . These are some of the 

things we must do if we are to be successful here at home 

after t his 11ar and in doing our share in bringing a lasting 

peace to the world. 

As we all know, it took a war to get jobs under the 

present national Administration. The l~e11 Deal was in 

4lt office from 1933 until 1940 when the war finally reduced 
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unemployment. 

Now, hem is it ttat the New Deal managed to make a 

three-year depression last nearly eleven ;rears? /ley? 

With all its borrowing and spend ' n~, with all its emergencies 

and umlimited powers , were there still ten million unem­

ployed in the spring of 1940? 

One of the mos t important reasons was that our present 

Administration never once established a policy of encour­

agin& people to do business . It never once had a stable 

policy that allowed people to make plans to eo ahead 

and carry them out . 

Our tax laws should be the most stable . The;r have 

been the mos t unstable . Consider just one startling fact : 

The New Deal chan~ed our tax laws fifteE!n times in twelve 

years! It actually passed t1vo Revenue Acts that were out 

·of date before they could aven. go into effect, because 

new laws had been passed in the meantime. 

How in the \7orld can people plan ahead 1'lhen they don ' t 

know !rom one month to the next what their taxes are going 

to be? ~oreover , under this Administr ation t hese laws 

have even been used to discourage hif9.1 v1ages . Here is an 

example : 

The Lincoln Electric Company is a long-established 
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firm which manufacture~s electrical equipment . It employs 

thirteen hundred highly skilled and productive workers who 

have enjoyed high ~ages for years . 

In 1941 those thirteen hundred employees made an 

average of $5400 a year . 1hat is a little more than a 

hundred dollars a week . But a Treasury a~nt of t hi s 

Admi nistration went into t hat plant and announced that a 

nan who 11or ked with hi s bends should not be paid as much 

as $5,000 a year . 

I have here photostatic copies of the Treasury Depart ­

ment notice to t he Lincoln Company, marking the pay of 

worker after worker as excessive . That is t he \7ay the 

Ne\'7 Deal keeps hericans froc ::;etti ng ahead . T'nat is the 

way it has been fighting for twelve years a~ainst the 

whole f uture of our country. 
. . 

Now, when t his war is over, el even million of our 

best men and women l'lill be coming home . They will be eager 

for j obs , for an opportunity to start i n business for 

t hemselves . Suppose one of these Jo.mg men 1mnts to set 

up a little business . lie goes to some of his fr iends and 

gets t he money and t hey incorporate . His wife makes a 

living as secretary- bookkeeper . The first thing she finds 
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out is t hat she has to be an accountant, a stat i stician, 

a lawy.er and a tax expert, all at once . 

&tt even t he experts can' t ae decide holt to do 

business under t he Hew Deal, beca~se t hey can 't understand 

t he laws themselves . I have here a dozen examples . Just 

listen to this little gem from Section 23P of t he present 

tax law, about contributions to employee pension 

plan . It says : 

"They shall not be deductible under sub- section A, 

but shall be deductible if deductible under sub-section A 

VTithout regard to this sub-section under t his sub- section, 

but only to t he following extent ." 

From here on it gets technical ! 

&tt suppose , in spite of evor7thing, our veterans 

wives do succeed in building un t hei r busi ness and in 

creating some job~ for oth~r people • .. 17e .. have been making 

laws so t hey must hand over to the Government $25 out of 

ever,y 3100 the business earns . If t hey are vtil l more 

successful , then the Governoent takes $40 out of ever,y 

$100. And if they are very successfu~ under the present 

tax law the Government takes ~60 out of evecy $100. 

Of course, we cheerfully pay hi~er taxes to mee t 

t he cost of the war . But the taxes we are paying today 
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are not just for the war . There has been too much waste 

and extravagance of the spraVIling bureaucrac;r built up by 

the tfew Deal in these last twelve year s . Even Vice 

President Henry .'.'allace has no'if made a speech urging reli ef 

from--and I o.m quoting-- "excessive taxation and excessive 

Government regulation." 

And who do you suspect came out in this morning ' s · 

paper for tax relief for business? Harry Hopkins, whose 

slogan has been tax and tax, spend and spend , elect and 

elect . 

In other words,. the highest New Deal ers admit that this 

Administra tion has created an impossible condition w: ich 

urgently needs repair. The; bad plent,y of chances . They 

have had trrelve long years of what t hey now edmit i S failure . 

They chan,::ed the tax la1Vs fifteen times in those twelve . '... . . . . ' .. 
years , and only made t hings worse. So they ask for 

sixteen years and promise to do better. 

Unfortunately, experience sl.ows t hat they only talk 

about improvi ng at election time, and then forget all 

about it . That is why it is time for a change . 

But this is only part of the story. Not only do the 

men 11ho make as little as eleven dollars a week no'if pey- an 

income tax, but under t he New Deal personal income taxes 

Regraded Unclassified



• - 6 -

have been raised so that a man 11ith a 11ife and one child 

who paid $5 when the New Deal began, now pays seventy­

six times as much on the same income . 

In addition, countless hiddfen sales taxes have been 

piled on to almost everything we buy or use today . It has 

reached a point where every t imo a ytoman powders her 

nose there is a tax of htenty percent on t he po11der! 

One of the fir st jobs of 70ur new Administration, 

which takes off ice next January 20 , will be a revision of 

our tax laws . We need a r:hol e ne•,j point of view. We need 

an admini strati on which believes i n full empl oyment and 

in opportunity for all . '.Ve need a tax policy directed 

towards achieving and maintaining full employment and 

r i sing standards of living f or all our people. 

To that end I propose t he follorzing program to take 

....... .. effect imme'di'lltely after v i ctory .is .won: ... 

First, revise the personal exemption so that t he man 

who makes as l ittle as eleven dollars a week no lonzer has 

an income tax taken out of his pay envelop . Our objective 

in peacetime must be expan s ive in recovery. We cannot 

achi eve that ob jective by taxes which eat into the income 

of t hose who are already bel011 a decent standard of living. 
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However necessary these taxes mtJY be in v1art ime, 

t here can be no excuse for t hem in peace . 

Two, reduce personal income tax rates . The tax law 

1 • I 

now takes at least twenty- three cents out of ever] taxable 

dol lar after credit for dependents . That cuts the living 

standard of everyone l'lho works on a small wage. It would 

slo1~ up our recovery aft er the war . We want to speed 

recovery along. 

Three , change and lower the income tax on business 

companies until it no loneer acts as a drag upon production 

and a barri er t o jobs . The spe cial wartime taxe s Vlhi ch now 

rise t o ninety- five percent shoul d end l7ith t he wo.r . 

These taxes, of course, are almost confiscation. If 

cont i nued after t he war , t hey wo; ld encour a ·e rlllste and 

ineffic i ency. 'l'hey would discourage lo~t- costi>roduction 

and block the expansi on IYhioh creates j ob opportunities . 

Four , short en the present endless list of excise or 

nuisance taxes . We should eliminate as soon as possible 

all excise taxes except those on alcoholic beveraees, 

tobacco, and gasoline . 

Five , compl etel y overhaul our existing confused and 

complioa ted tax l aws . 1/e must create a basic tax l aw 11hich 
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can be expected to remain simple and st able . It must be 

one that can be adjusted from t ime t o time by changes in 

rates without requi ring a complete revision once a year 

or oftener. 

Six , establish and procl aim a consi stent national 

tax polic,r, one directed to~mrd achieving full employment 

and a r ising national income ; one that will assure us of 

a sol vent nation and the ultimate reduction of our 

1 ') 

national debt . In the years ahead ile face a na tional debt 

of t hree hundred billion dollar s . .'!e face an annual cost 

of Government , including adequate Armed Forces far above 

the level of pre-war year s . Just to meet the interest on 

this debt and the cost of Govermnent we shall need large 

Federal revenues, but it is utterly impossible to suppose 

that ~e can support our Government by levying heavy taxes 

. upon a national .income·. "'tA.lt-".t'ir'st·a:W mu·&t ·l:le ~o· increase 

our national income by putting to work all of the productive 

resources of our country, industry, labor , and agr i cultur e. 

It is fa r better to have a low tax rate with a nat ional 

income of $150 billion than an i ncome of only $78 bill i on 

with a high tax rate , as we had under the New Deal at its 

peacetime best. 
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What we want is a tl~iving, progressive country with 

jobs for all. We want our tax laws to be stable and 

understandable, so t here v;ill no l onger be a block in t he 

way of progress . 

·:re rrant t hem to be levied sensibly vri th understanding 

for the human need of our people . That kind of tax policy 

we are go ins to ha ve . ·.ve ar• going to have the kind of 

tax larrs under which America once more can live and grow. 

We will have a Government that wants to see every American 

get ahead. 
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From: A.asiatant. SecretAry Sullivan 
Co..,.sioner ll~m&n 

Oct ober), 1944 

We ban conferred '111 th several people 1D the Treasury and in the 

INreau and we are all in accord that. no sat.ietact.ory speech or state­

coent can he written in an:rwer to lllV poesib1e charges that Governor 

Dewey ean •ke against the Treasury on the tax t:ront untU we have read 

the chargee. 

Jiowner, - han scanned the poeeibillties and it appears to us 
that it chargee a.re aade the7 will in'f01n: 

1. Eltcees proti te taxes, 
2 . Corporate inco• taxes, 
) . Renegotiation, 
4 . Indhidua1 tax rates, exemptions end credits , 
s. The taUure to enact a Federal. eal.es tax, 
6. Excise taxee , 
? . Co~eatione ot tllll torm !Ued in llaroh 1944, and 
8. The Li.ncoln KJ.ectric caee. 

147 

Accordingl)', we han aseelllbled the pertinent etatietice and ar11UJ118nte 

on each ot these pointe so that a detenee and exPlanation ot thou 1t11111 

ot 11hioh OO...mor Dewey ie critical ean he rea~ aeea.t>18!l. 

It i.e our opinion that the general public i.e unaware ot the trnen­

doue job that bae been done in the adlllinietration ot taxes in the laet 

tiw 78&r•- period in 1bioh we ban 'collected more tWa than !lad been 

C<)llected in the pre'rioua 150 788r•• We heliew the public eboul.d be 

told ot the tra•ndoua incNUee in returns and rewnue )'ielde in th1e 

t1Te-7fl&r period. We aleo helien that the public should he congratulated 

upon their sple.ndid reeponee to the t1eca1 demands ot the country. 
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AA eb3ecl\1n *1ob bae bad tM lllll _,._ ot aU p&I'Uea 

....... I' wJ.tll Uz -~ter'l 1.8 tM ~ ell GDeNift al' protit8o 

Oit• rt ,.uq ia tll18 ral!peet bae beG ba-s oa a IIIIIIMr ell 
... Sal ... II ,do DmrdeNu- ot pl'UI ~ IIU bee 

fUI'IIIM 1a \be 41ftribut1.0G of -.n.t.l ...nfioelo 'fta1.8 1184 t.o 
M t ... u.r.d ill ~tioll 11ith U. ~ tor acleqaat8 ~i...a 

ftp iMN&~ Jll'OiiuD~1.0G &lid tor atteotin --• t.o _..~ 
&.n&U.. 

%a Uaia -.r, aa ill tM tiNt World 'IILr 1 tha ch:lat illatx rt 
tfW P........u.ac -•ain profit. bae bee tM -..-profit. tax 
• ae...,...~. taaoted UDder tba 8eoGDd an- let ot 19401 

itl prorida4 tw a tax 011 iDee. ill aae .. ot a credi.t baM4 either 
- Unated .. pital Ofl' • ....,... e&l'ldap duriJIC tha 1936-39 bue 

pui ... 

'J'ba ortp,., rat81 1IIIN ~ted~ 2S t.o SO percut, ~ 
tha ta •• .uhHquntl;r iDcraaHd tc a flat Nte of 90 pe.l'Cellt ill 

t.ha 1942 .t.ct &lid 95 pal'Oellt ill tM 1943 let. &ownr, IID1er theM 
laUer Ntaa a poetar credi.t eq'QIJ. tc 10 percct of tM _ _. 

prctit8 ta {.; beG •11 ,. s. Ill add.itioa, a 1.1Jd.~ •• plued oa 
U. -•• prot:l\a tax ao that, wt.n added t.o the DO.rwal. tax &lid 
.....-z. tha cCIIbiMcl 11eb111t;T-. DOt tc aoaecl 80 pel'Cellt ot 001'­

pcaoate .....uz lilt iDO-. Allllo.rwal. a11;ut1- ban bHD Neoczd,Hd 
~ ft!iaa NlW prooria~, &lid a .nllocl ot &nl'llcial iDe- &lid 

-n• pl'Oitlte IIU beG Jlli'Oridad ~ tM tau, ..... ~ 
.... CIU'1'J'"l~ 

It .. t be aafd that tM -·~u u.x -. bHD 'ldlolq 
Kll h1 ill raoaP'arfJII -&lin -.r profit.. 'lb1la 1t8 ,.s.l4 
u ~ -1944 l1aM11tiN &N aat!aatecl at 19 bUHoa atter 

.. lD Jltllat poetar Nftmd -, oorp~~N.te Jll'Cifit8 attar--- ..... 
• ..... 1¥· ~ ... , ..... ,... 1943 11itaaii'J9, 

* ••• a7 ' jier!ia •, tOclli~ ·with tM ad41u.-J. DO.rwal. tu ·&llll 

--- - _,....~, .. NCOnNd &boat --Wrcla ot tha iDDNal& 
u _,. • ._ Jftltlu 'baton ._ (~ attar -.ot»t1.oa ot -.r 
ur~). ftia DDI tM!'t at Mdi~s-1 protit8 1lblCib o..,_aU.. 

.......... all Ill W keep 11 - &llll IU bolf U.. &I larp &I tile 

19)9~.,... .... 

"-* bta U. NdllcrUOil of -••ain oorpoate protita, tM 

-art • '"'- '- llu ~ a lliiiT N1a ill tM iatacNW PIOCX-
- ,.. • • ~ w:l~t ......,. of illtllt1.0Go 'J'ba '-"7 taat1.0G 

ot JN~l_- U .-ual W tile ••=- I at prioe M111ap ad 

... - ~ .e"11•U.. 

1 '<) 
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eoawn1. I•w .,W 

!'Jie ~ .u.n ot raw t.na- Ul4 the -- "'P'rw1• 

ot -paak prafiW bowW _,_.u- 1 1 ~ ]teb111\1M 1'r. 

t:L.2 Ml11- 111 1940 to &ll ..U.tecl 14.4 "dl11cm 111 1944. 
• 

~ "'''? • - 1
M ··-~ ia tM ........... 

1 tax 

Ul4 m1'tu .. -al'T ---- ot the ..n•••b1• ~..u-
111 u. sa1rr ;zattu va :~a. .u "-'• 1~ u aat lT ~~ 

to c1nl:]• ~a: 1aa pl'Ot1w Ul4..,. prattu by lqiJ. wu.. 
1M -poraw IIOIWol. va Ul4 .na attM'dell aa 1u"'-' te t.pp1JII 

_,. JIII'Of1U tla~- -~ det1M4.. IIIC preftW 1n CIU' Vz lao 

~. ~all - .. ;eotlw oan" ~by--. wttbad 

~ ••aAkl. ~. .wdlt!-1 l.o- tau atteNd 

U D 'I tla~ all 0011101'*-.s- wld.tJl W beMtlW ln. the_,. 

WRl4 .a u lldcU.tJ-1 tiiZ ~ 

A\ tbe - ta. ~ pol1tl)' reprd1ne 00111Gl'*W w­
taae J1ae Hem t .. Nil by t.bit DUICCU;r fttr )Mp1ne oc:cpaaU.. 

1n a .-1 finencdal ooallU. for tM pon.r -ra.. flat 

tb1a obJeot.lft- Hem aob1nw4 t. ...... ted b7 the 1arp .. uw 
ot ,..,, .... u 1lbUb oOl'pONU.. llaft been a'bh to ae late 

cblrillc t.blt ..,. • 

Pr1.or to 19-"1, the _,..au-w- va .. l.m.l at 
19 Jl&l'lll &>'IliaD at ill 11 -• 1d ~ wUil ~ ratee fw 

...U ooapaaUaa. 1M_, raw-. raUecl to 24 Jl&l'lld Sa 

19<40 Ul4 ateM11eed a\ •~ lwal.. Ill the t•ll.Sne ,.an, be c;v, 

••I •• 1n t.blt _,...u. ·- till: - b7 ~ ot • -ta 111 

1SA ot a tarlb1r S.aorca• 1n tM 24 pera •- 1 till:.,. -.l4 

llaft coon 11 to the adftataac ot bol.clen ot Jl&l"\kl.lT tma a • 
-.riU... 1M pl II \ oo.ed.-l 1100 1 Vz Ul4 - .... - -.\ 

ina-•- 150,000 ot IIJ JICl'MIR-. -wei 1n tM 1942 An. 

..... . 

. , 

14CJ 

Regraded Unclassified



' sntUM• 

1M Mu.t U.t aarrdw protito ......,,d Mt be ..U oo war •­

trw.n. fCIIIId ~ ~ 1a tile prottW!altau- pro-

,., ... ot tile ., ,. !I" 11 Aot ot 1934. !bNe pl'CIIria1oaa ..... 

~ ... , lao ........ _,, 'ot- -N-P'Gfita tu 1A 19-40. 

Ita IIIJ d• .. IIDt.i"Uated '117 tile bel1at \bat tile Aot .. clUol'111!.­

Mt.7 1A ita oouwo:p• \bat 1t .. ba8ed • u ar'bi\r&rT to~ 

tor zw-h~ prottta, &ld tllet 1t -w u ie*''wnt to JllWW' 

p'u t ot -v.ow. 

1M eaq 1.., ot t:ld.e Aot ud ita ftP'·o-at '117 t.bl _,.,. 

prot:t.w taz .-14 .alT ~ oope with t~~e pro~ ot -nac 
IW I N• priOM - -.a' -v..w, puUnlaf'l;r 1A '1'1• of tile 

autllor1at.1.ft c1.,... to t.bl ldl.1WI7 ..Wbl1 & ' 1a 19-40 to ~w 

o-'-W Ntllilr tbllll to .-J'4-- b)" DI..,.U\lft Mc!cU .... t.t Ulat 

u.s, u. Aw1•t1JIC -1deNtioD .. ..,_. NtM"t' tbllll ooet. 

&aai?C'a~f 1A earl;r 1942 the liar ~ 1aet.ltaW a ~plrtDIOieCt±'bl;re 

tv l'llliO'Uat.lft ot OCIIItftoW Waioll ........ , .. 1a ealln7 rt 

~ appl'•ble to ..v-eta ud ~ ateNCl 1ato 

liT. o.nr-ttl. PI'-' ..-s... 
ln1MW .-tp\U\lft no-s. c!ariJLc l94a-44 oo pod8 

~ ..Uftl'84 at tile u.s ot 1 aftiat.i.ft _,to 14 Mluoa. 

Ill Mdi\Sa1 ~\la .. l' It
 111 the priOM ot poda 7ft W 

be deliftl'84 a-., u. u.s ot 1 a.tk\lft - .. .Ueot wtd.ala 1a at 

JAan .. ~ .. I'll 1111111 .. ot ,.,_w t .. poda ~ ~ 

u .... NCl, &Jld bu NAlt.t 1a ~ pr1cee 1a - --.ow. !MNfON, 

- tin at a ~ pol't.1oa ot 1 pr\k\lft runen.. ~ 

b&ft .._ talaiD '117 ._, .r-cotia\la .. I I o.t -IPGft protlW 

.... tbllll ... -u ..,. ... )lea •eM ... a ~ ~ 

of I llcau\ prioMo 

.................. . ~ .. . . . ' . 

, 
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.Dd1r1z!rl- ... 

DNpUe the u 1 taed..W powtll ~ the 1Dd1Yidul s- tu:, 
~ .t&u.d to liMp pao. with the w.ns. IJ'Wtll 1a 1Dd1.-14-

ual. iDa-. be otter cleot.lot1oll of all peru d --.. 1nH• 
~ to illdi'ricb••le row fkoca 168 Mll1on 1a the oal.,n ~ 
1939 to 1124 bnuon 111 1943. ..t •nac• 4tu1.D& tldA period -
fkoca 16 MJHon to 133 b1JHon, on.. tiprM 1w'1•te, tint, 

Ulat the w.ns. illar.- 111 the 1Ddi'ridaal. 1FI Bl Uz WN, 1a 

the aar pte • ...u 111.t.h1A the u.s.u et llbU1v to """ ad, ••• ·, 
U.t thea illar._, 1ddle o~ ~to the etellllsat1oll 

Jll'G!Paa, left cr-tl.T npn'M 1111""'"1 pciWl' 111 the llaDdll ~ o- •n. 

on. t.n7 nl1 1 D'I C the illd1Yidul 1- tu: 111 w.ns. U 
.. e , <.Sa t of iu &biliv to l'lliee-.. ••• 1a a WPT *' --.. the dl ,. ot ~v ad NdaoN 1.11t1a~ ,. ..... 
lU pereZ'] ...... L1ou pl'OUo' ld"' 1191&1 lltelllel'llle ad 
I'UDp'M clitt- 111 te.1l;r reeponeillili'!ae, on. D 11111U•t1oll 
~~ad plOjji'Ueift atee lle.e diekS: tldl f'1•1M11pl ~ 

eo-UIIIII to &biliV to 'lfiiT 111.~ ~ the 1 \1- to -' 
a -n1 .rton 1a wer ~ 81.1 l't ' _, the eldft to 
~ ~- the 1- tu: ........ efteftift ia 111.~ 

...n - U.t a1.cbt ~ ............... 1a .. 11ltl&~ 

~· 
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ar.t.. - 8harp1:f aDd n•d1J;r ~ lh1r1llc tbe cWt- ud 
._. )IW'ioda, t~ a ftiiP ot 4 puoeat to 75 pvoat in 1939 to a 1"&&IP 

ot 23 perQeat to 94 puout in 1944. Ill:t. 1939 the DO~ tax _. 4 ~ 
oat, aDd tbe artu bqt.D a~ 6 puoent altel" an a.pU.oo ot t~.,ooo 
ot ~ D8t 1-. Ill:t. 1944 tbe DO~ tax 11M ac- a ~1al. tax 
Of J Pllllll~t aJ111 tbe ~ bepll &~ 20 pa'IIDt C11 tbe fi.Nt doJl"' 

ot ~ D8t iac:alo !be b1ah 'ArUM iJdi'ridlaaltnc,.. tax rat., 
l1lril tbe ll1ch corporatioo ratea, l1al.ted tbe po•ibillti&a of _. 
protite.r:Lnc. !be '"1:7 b1ah ratea Cll the vpper brackets ban ~ 

3ut111o&U. 1D om_-t;e_, 1lbere atart.iJ1c rw.tea of 23 peroat 

are DMded to raU& tbe NqD,.,te -· 

!be );1ero&llt ~ tax - 1D e.tteo~ i.e a ~tute tor tbe 

~ 1'iotol:7 tax, 'llb1oh 11M be.a added to tbe rqular 1- tax 
by tbe Bet e Aot or 1942. n •• 1D e.tteot oal.T tor tbe ,nc,.. 
JW.I' 1943 alld awl,., at a rw.te ot ) .75 peroeat to .,'Q&l• ~ 
ud) pea 1mt to -.rr1a4 pea •• (~ .l perwt tor eaoh ~) 
r iDea• 1D guaa ot 1624 per,_ reo~. It .. h1i 'eel 

by tbe lJidi~ Ill:t.o,_ tax Ad Ott 1944. 

!be CN&t ~ GP'ndm of tbe s.li'ridlaal' H- tax oallad 
tor a l.'W'I'1.a1oD ot pa~t ~ ud tv .,lp'UftoaU.. !be ~ 

p ;a11' nn.t ool'aoUaa a~- aa e&J'l;r aa 1941, 3llll W. uno. 
_. applted to -au ad alar1ea tw 1'1ctcll7 tax JIIII'PO&M 111r til& 

1
~ ., 

0. 

··- Ao~ ot 1942 ud Gtellr1ad to tbe raplar ,,_ - b7 tbe • 
W 'faz ~.-t Aot ot 1943. B.r W. - a OCIII'Ielliant ..u.o4 
Ott...., ' .. pocrri.decl tor tbe stlH=a ot -.-r-ra ~ 
to 1 '17 ud -"hl,y ~ lD addiU., tbe W fa ~ t 
£d ,...nAad tor Wll-t p&J ti of HeMl' t'-- OD 1-a DDt IIQb.)ecr\ 

te -at»n''"'ll• by- ot ~ qurierl;r p&Jwte. !be s.li'ddul. 
~tax .. tbu ~ aa &II ~ ot .. 1'1• ,. -­
aal;r•lll a • 1~ _. .,....,.,. to pq 'lllrt be:a• tbe wltllclrawl. ot 
Jiillll ? .,,.. ,_r _. aoeol-to4 ..S tile tax -. ...S. - ' 'iltol;r 

NJJ I ''* to -"' pe 1a t.lae •tt-l 1 ••• 

1.8 tU iDdi~ ._ tax PR to ...nwa0e .sp '"tolT ~ 
""'r twpqae. 1\ 1 I II&Uft to a1llp1.1tf tax o z'1e-• 
k11Nl ~ ...,,, a _.. Uldl 1D 1942 ..S 1943. ftlr fll 
tlldiii$RNUft ..-It Ott U. !s Plll:7 ad tile 0 10?..,_1 ca.l\toM, 

a pla tor hi?' -.un-u.a -. *' 1 ; I ... pn SaM et:tll\ 
• -·~:w:IJ 1 b taAn~lt.W. !ldaldll\'lla 
........... 1111Ub )0 .. ,,, ....... aalN7 __.. .. - tbiSr 

121??? wBI •anSI" aa a ,...,. ta ~ wlUa • ~ It 
sawz 1 no a a .... tllllll' ta uar __. S.r1•s ar • us ' 
• • wr •1 » .,,, .. t : :•• .. tDe • ,..... ntur ... a c t.e 
..., ta ,._a ta ta111oe1 ... • a ,., .. » .,,,_ t a :•• -
- , 11 q '•'1J' ~ wtwa • 
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Federal Selea Tu 

The Trea81U7 ba4 conailotentl7 opposed er.c~t of a Federal 
aalea tu. Tbi.a pol1c7 wu dioteted by aneral considerations. 

In the first place 1 it wu bell.-..d that the 1mpoa1 tion of a 
au'betantial aal.ee tax would run the risk of upoetting tbe OoTer..-nt '• 
a tabUhation program. General ooll'lll0d1 ty tuetion and price and 
wage controle do not go together. A aalea tax would have raiaed 
U ving ooata at a time 'llhen vi so roue action was being taken along 
many fronts to keep prices d0111l . It would moat eert&inly have been 
the aignal for higher wage a and tara p.rieee wbich 1 1t allowed, wou1d 
ha,.. resulted in large additional ooate to the Oo'98~nt and in­
erMaea in tba coat of llv1"6 o...r and be1ond tba amount of the tax. 
The Treuury1s poaition on th:l..l •tter wu npbatieally supported 
by the Oftiee of Price ldw1n1atration and the Oftiee of :!cono.S.c 
StabUiuticn. 

Seecndl.,., 1t would ban encroached upon the Uving atandarda of 
the u.ny low- income eoni!WIIere who haft DOt ab&red in the wartiaa 
expanaicn of inco1111a. Applying ae it would to the tnlJc of eoasu.r 
purewes, it 100uld net have giTen these groups aey real choice 1 such 
ae ie einn thea under aeleothe exoiaea, between paying the tax and 
escaping it by cutting their taxable purchases. 

Thirdly, a Federal aalea tax 100Uld have enteUed a dieproportion­
ate ad.s.niatrathe and compliance etfcrt , particularly 1t an attempt 
were IIIQde to exeoq>t feed or otherwise to give the lower inccM umere 
so .. rellef froa the harsh effects of e geasral. sales tax. 

~is of the re'98DUe potentialities of a Federal retail aale1 
tax indicated that the exemption of neceesitiea would have reduced 
t .be ,.teld eubeta.ntially. I t wu e1U..ted that a l()..pereent lny, a 
rate Oftr three tiJeaa u b1glt aa the rate ill force in aJ:O' State 1 
would be'ft railed about $6 bUlion at 1944 lnele of b>aineea, 
ae8UIIirlil "that there _,. DO ~1om fw neeeee1t1ee. U tlllld·, · · 
...UCine, and clothing were exupted, the yield would ha,.. been 
cut to $2.6 bUUon. Of that UOUDt, bolrner, $1. 2 bUlion 'WOUld 
ba'ft co• froa goode and eenicaa al.read;r eubject to Fede:ral exciee 
texea . llore0'98r, a aubetantiel part of the re•inder would hAft 
ooae troa the sale of equi~nt and .ateri&la used 1n bwsineaa and 
ente.ring into buaineea operating coste. 
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B>tciae Taxea 

In the excise tax field, the Treaaury hiA attempted to steer a 
course which 'IIOUJ.d contribute to the wartiM reftrue goal and at 
the same U.. be conduci...., to an efficiently operated ,..r econo"'Y• 

Bucceeeiw upward rnieiollll of rates in each :rear'• rewnue act 
and the introduction of a.....,rsl D81r excieee boosted the :fielAi of 
these toea troa $1,870 llilllon in the tiacal :rear 1940, to $2,)80 
1111llion in 19U, $3,120 llilllon in 1942, $3,?90 llilllon in 190, and 
$4, 460 aUlion in 1944. 

In add1 tion to raising subetant:l.al amounts of 111ch needed 
reverue, the new excise taxes were first delligned to discourage the 
consumption by civiliana of goo<UI requiring •teriale and !acUities 
needed tor nr production. Accordingly, the Rlnenue Act of 19U 
increased the taxes en tires and tube a, radio sstl!l and parte, and 
mechanical retriseratora , and imposed Drtl imposts on electrin 1 sa• 
and oU appl1ancea , pbotosrepb:l.c apparatus, and 1DIUIY otber coa­
lllditiea. All prochlction and coDSUIIption ~ subject to 110re 
direct controls, ad<U.tional ex.ciae toea wre eelected on the baeia 
of their effects on the coat of living, business costa, and other 
ph&eea of the wartiM stabillsation prograa. These considerations 
were found to permit a sradual strensthenins of aueb excises u the 
liquor, tobacco, and admissione taxes and the retaU le'riu on 
coaiD8tica, furs , j....,lry, and luggage , wl'd.ch applied in onl.7 llincr 
respects to c~tiea 'llldch are neceeaitiaa of lifo and whioh 
entered into buaineee a.nd farm costa to onl:r an 1ne1&n1f1cant extant. 
These - eonaidaratione entered into the Treaaury1a pol1e7 of 
opposing a general aalea tax. 

. . . . .. 
o o I • o o o o • • o o • o o o o 
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COI!IplicatioM of tbe Form Filed in March 1944 

(Sul:mtted by eo-l.enoner lbi&D) 

It appears to • it the Republican candidate for President were 

t o talk and teke the Treasury Departlllllnt or 1 ts polieiea to task 

such subject would be alons the line wherein be t1rst of all would 

cr1t1ebe the trell8aioue 1noreaae in rewnue and tbe resultant spendiq 

thereof, that he would further aa:r that our tax s;rstem was archaic, 

eumberaoll8 and owrlapping. Aa one of the reasons supportin& this 

be would point to t,he fonu uaed last l!arob and the eontueion wet­

ins amons the taxpayers at that time , 

All to the f ire t , it does not appear to me that this is a JD&tter 

of wbole concern to the Treasury, but retber a attar for Congress . 

All to the aeeond, I am poaierin& whether it would not be a good 

thing it the Secretary should issue a statement saying he has asked 

the eo-.ttee etud;rins poet war taxes to also alee a further stu~ 

of proposed changes in tbe tax law wbieh ~bt siJiplil)' - · (When 

I eay~aiering• sueh a suggestion I do so beeause eueh a ~~~:We on the 

part of tbe Seeret.ary adght be a.n indication that he also tb1nke our 

tax e;rstea is burdenso118. ) AIJ to the last, -~ the eritioisa against 

the fol"lll, the answer to this would be in rq opinion, that it ._. neees­

::<ary beoauae of the tranei tion fro a the t~r e;rstem of Jl&11ng taxes 

to the •pay--&a..,.ou-go• syate11., and aa proof ot this we lllight point to 

the s1Jipl1t1ed fonDS now being issued by the ~. 

It, as suggested by 11r. mougb at the recent conference, Profeasor 

Crwa 1a ad'fising the Republican candidate, Mr. mouab adl!ht poeaibly 

know the Professor •s like a and disl.ikes regarding the present aet-up 

and anticipate what the Professor might suggest • 

• •• •••• 0 • • 
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Stl!,te!!!ent on The IJ.neo)n Electric Co!!!J!!nr Cas" futlatil!f! to peductions 

The L1ncoln Electric Company case i s one in •hich the Oovert1111ent 
111 seeld.ng to collect additional income and excess profits taxes 
&.IDOilntiDg to nearq $11 500,000. The compaiiJ i.e disputing its liebU­
ity. The eontrowl'8)' ia now awaiting a hear1ng before the Tax Court 
ot the United State a. hooa the decision of tlw.t courl eitber party 
_, appeal. to tbe Onit.d states Circuit Court of Appeal.a. The pro­
eeedi.nga 1o both courts ere 1111.ttera of publlc record. The rl.ghta of 
the taxpa}'llr and of the Gowrn.nt are tully and adequately protected 
b)' th1e judicial. process. There is no need tor resort to a one-eidad 
trial of the issue a in the press . If the amount claimed b)' the Govern­
ment 1a due, the courts nll direct ita payment. If the position 
adopted by the company 1a correct, the Oovernment'a claim for taxes 
nll be d.enied b)' the courts. 

'!ridespread publici ty hea bee.n given b)' the COIIIPIUIY to a atate-
IOIInt that a considerable part of the Gover.-nt1s tax cla.1.ma reault.d 
fro:~ the d1aaJ..l.owanoe of tax deductions tor .agee paid t o factory 
.oricera 1o excess of $5, 000 a year, pursuant to ao alleged pbUoeopb;y 
that a an • ho .orlat nth his hands ahoul.d not be paid 110re than $51000. 
A compa.n;y official. claims that a statement to th1e effect .as ada 
to him by a Treasury representative. 

The Treasury officials •ho attended con!erencea nth this oompaiiJ 
have categorical.ly denied that any such s tatement .as made. Their 
den1.al is completely confirmed b)' the action they took 1o the ease. 
Every dollar actual.ly paid to th1e COJIIPMY • a •IIPloyeee, wbether cl&lst... 
tied ae base pay or u 1ocent1 ve bonua, •hetber the total. .,... oftr or 
under $5,000, hu been al.lO"Mid 1o full ae a deduction. In tact there 
wre 211 emplo}'llee, including 129 factory -workers and ~ foremen, 1fbo 
reeei't'lld 'ft&es oftr $5 1000. None of these .age payments .as diaal.lo-.ed. 

The record 1e therefore clear. The aa11ert1on that the adatnistra­
Uon believes that people .orkiog rlth their ha~ll. .should nner :recehe 
more ' t'ban" $5, ooO is plair\iy eontrary"to" iaota.' It 1a the polic;r of 
the GovernDI9nt 1o time of .ar to prevent a'ky- rooketing of 'ft&•• and 
aal.ariea. It is not, however, ita policy to pre"Nnt or discourage 
incentive boliWiee or other incenti"N 'ft&8 schemes to increue etti­
oiency and production. Under the .artiae .age and aal.ery controls, 
the GoverlliiBnt h.u expreeaq euthoriHd, ntbo'O.t need for epproftl., 
reasonable increases 1o •ge and salary rates u a re!Nlt of increued 
produeti'rity under incentive plana. 
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The controno.l'lly 1n this caae inYolfte 11 different ieeue, -ly, 
the deductibility ot nearly $2,000,000 eet aside by the co•ey 1n 
1940 and 1941 1n e<H:alled nployee tunde . No part of this aoney was 
actually paid oftr to tbe e-.plo)'ltlleo The ieeuee imol'nld 1n tbe 
COIII*11''• claia tor deductione can be adequately and properl)- presented 
onl)- ill an orderl)- trial before an i~tial t ribunal . The ril)\te ot 
the Lincoln Jnectric COllql!UQ' will be better eened and protected by 
this procedure than by a bested publicity program by compaJV otticiale 
presenting ~~~erel)- their 01111 vi ewe of the cue. 

The Lincoln Electric Comp&n7 ie also contesting renegotiation. 

. . . . • 0. 
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• Furtber loleCIOr&.">dua of Pl:>aaible IDeptions and Replies , reprdi.nc Tax 
Wniatration, sut.l.tted b;r eo.taaioqer N"!!!" 

Allegation 

1 . Taxes haw been lnied without 
regard to conflict with state 
and local systems, so as to 
create serious overlapping. 

2 . The public baa been plagued with 
unnecessarily complicated and 
dUficult forms . 

) . Tl"Haury tax policies cripple 
business; destroy incenthes; 
prevent reserves tor post-war , 
etc. 

4. Treasury has failed to get along 
w1 th Congress; lack of coopet­
ation has prevented development 
ot best tax programs. 

5. Corporation taxes are a hopeless 
jumble and umn!der3tandable, 

? , The Treasury baa imposed a very 
unfair tax on autos-euto stamp, 

8 , Having an auto stamp tax, the 
Treasury has fe.iled to enforce it, 

9 , The Treasury· opposed a sales tax, 

10. Treasury did sponsor oo.isanee 
axciaea. 

Wartile needs tor revenue do not 
pe1"1111t overlooking of aey sources; 
Treasury hM been mald.DI! intense 
studies of overlapping, but action 
is impract ical until after the war. 

The fon!lll merely renect the requira­
•nte of the law, The Treuury took tbe 
initiatiw in gettillll law simplified 
and has simplitied fol"ll8 for oext year. 

Taxes had to be bigb tor war; taxes 
to prevent war- tilDe profiteering. Excess 
profits law provides pos~ ret\lnds 
.tlich will help finance reconveraion. 

Treasury baa cooperated and gotten 
with Congress. Treasury should get 
credit , not blame, tor gh1.ng folt"thrlrrht 
and open opinions and plans, No 
could have come from ailenoe or aoc~.u''J 

Complexities are necessary to fai rness; 
tairneas essential under high wartime 
rates , 

This 1s untrue , Treasury was earl)" 
advocate of pay .... s-you-go; the onl7 
argument was because Treaaury wanted a 
ailllpler and fairer •torginoess" pro­
'rlaion. 

The Treasury opposed this tax, and 
always favored ita repeal , 

rle have enforced it as beat 1ftl could ill 
view of Congress 1 retuaal to appropriate 
fUnds for that purpose, 

Opposed it because it 1a unfair and 
inflationary, 

EXcises were applied wbere poeaible to 
••t war rennue needs, a<rOiding taxes 
on neceeaitiea .tnch would ban resulted 
from aalee tax, 

Regraded Unclassified



• -2-

Allegation 

U , Triad to put cabarets out ot 
bun ness , 

12. Treasury an:l &reau been rude 
to taxpayers. 

l3. Poll tics ha ..e been II1Jced in tax 
administration; especially Mr. 
Bannegan as Commiesioner , 

1.4. s.s.u. has put stranglehold on 
necessary ealary adjustment s , 

lS. S .S .U. baa pe:ndtted •big....sbota• 
to get big raisee denied low-paid 
labor. 

16. Tax ed!t1rrletrat1on inefficient; 
note how pension trust and Seo. 
722 cases bogged down, 

17. Bureau hindering publications by 
requiri.ag ca pitalit.ation of cir­
culation expense , 

18. lfithholding bas failed; now ha'f'll 
to 118ke 18, 000, 000 refunds . 

19, Refluds have not been 1 11•te, 
aa law requires, refunds being 
held up until election time . 

20. Ref\lnda ha..e been ade to fnor­
ites. 

l r- C) 

Cabaret• are a det1D1 te luxury ani 
should help ~1 tor the • r . Better tax cabaret. than bread. 

No rudeness . Only tinaneae neceseary 
to maintain int.egrity ot U, s. finances . 

Politics ba..e nner influenced handling ot an.,. tax utters. Note that Vr, 
Hannegan resigned ae CoBIIiaaioner -
day be bee.,. cbai~. Note llannellfif 
an:l Nunan both picked troa ranks of 
collectors tor Coam1aeioner. 

S .S .U. baa followed the law eet up by 
Congreas to prev.nt intlation, 

Stories about big....sbota untrue-5chraa 
case , Adllliniatre tion impertial. 

Such complicated -.ttera require eat 
careful analysia to aYoid arbitrary or 
capriciou.e action. care ere important 
then speed. 

Not a &lreau wtda, Tbia bu been the 
law, upheld by eourte , tor a generation, 

ll'ithholding baa been great aucceae. 
Retlmda uns-roS.dable witbcr.tt uld"' 
w1 tbholding t erribly complicated, 

Retlmda been ae rapid ae manpcnoer 
abortege an:l safeguarding ot G<mln~~~ent 
funds perm!. t; howewr, re1'11Dda bean 
going out at rate ot )40, 000 a ,..alq -
held back unlue irregulerltiee need 
checld.ng. 

No favoritiea. Each retlmd •de 1D 
11111ebanical order, Interest paid tor 
delay troa !larch 15 helps equalise 
treat11111nt . 
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InteTn&l Rewnue ColJ.eetiCIUJ 1 Fie cal Years 1940-44 

:Individual : • : Excise : 

1,121 9132 834 520 5, 323 

1,852 1.64 1,418 2,JS1 926 6U ?, 352 

3,069 1,618 3,263 3,123 1,185 m 13,030 

4, 521 5, o64 6,630 3,?95 1, 499 861 22,369 

5,284 9, 345 19,261 4, /.h1 1, ?38 1,029 40,120 

Percentage Distribution 

21.1 18 .4 35.0 15.? 9.8 100.0 

25 .2 2.2 19 .3 32.4 12.6 8.3 100.0 

23 .6 12.4 25.0 24 .0 9 .1 5.9 100.0 

20.;2 22 .? 29.6 1?.0 6.? 3.8 100 .0 

13.;2 23.3 45 .5 11.1 4.3 2.6 100.0 
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Hl(Jr: 

Operator: 

HMJr: 

Oeoar 
Cox: 

HMJr: 

C: 

HMJr: 

C: 

C: 

HHJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

BMJr: 

C: 

HMJr: 

C: 

HMJr: 

Bello. 

Mr. Cox. 

Hello. 

Hello , Mr. Secretary. 

How are you? 

Pretty good. Bow are you? 

October 3, 1944 
10:08 p.a. 

We 're down here at the Treasury drafting an 
answer on the Dewey tax message. 

Oh, yes. 
I've been 
attacking 

Yeah. 

I d1dn 1 t went to distu.rb you but 
quite concerned about thie etutt 
you on the German thing. 

And I'd juet gotten through when I called you-­
reading a piece by James Conant. You know who 
he 1s don't you? 

Conant? 

Yeah, President of Harvard. 

I ' ve heard of him. 

He's making a epeeoh before the Foreign Policy 
Aeeo.cJ.,~t~~.n thi s coming sa turdey. . . 0. 0.. . . . .• .. 
Yeah. 

And it's a very good job. 

Job on me, you mean? 

No, it's -- he agreee with you 1n basic substance. 

Oh, tor goodness sake. 

It's a swell job of preeentation. 

Yeah. 
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And I thought I ' d get a copy t or you and eend 
it over to you. 

Well , th.a t' s tine. 

And I think you'll tind the t rend is going to 
turn anyway. 

I think eo. We 've go t this Professor ot Law at 
Harvard that's going on ..•. 

Warr en Sea\'ey. 

Yeah. 

Yeah, he 's pretty good, but thi s Conant thing ie 
f irst rate. 

'<ell , I ' d like ver y much to see the t. 

I 'll send it over to you end I ' ve been getting 
some mail from some o f the soldier boys who •. .• 

Yeah • 

... • feel very strongly about this s tutt. 

Oscar, ae long as you've called me on this, who 
i n F.E.A. had a copy o f our plan? 

No bod). . 

Well, I understand they did. 

I don't think so. I' m 'Oretty sure, nobody. 

Well , I' m 'Oretty sure they did. 

That may be. I can check tor you. 

Well , I understand somebody had a copy ot the 
'Olan -- my plan which I g~ve to the President. 

I doubt 1t, but I ' ll oheok. 

Will you? 

Yeah. You know where eometime -- you know where 
most of thie dope ie -- CS.IIIe out trom &nJV&Jt 

1C'? 
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No. 

Well , some or your friends across the street. 

Really? 

In the baroq -- baroque bu1ld1ng over there. 

The baroque building? 

The State Department. 

Oh. Across the street to us is the White House. 

I know-- I mean the .... 

So that doesn't oount? 

No. No , this came rrom State. 

Are you sure? 

163 

Well, all I can tell you is: about !ive newspaper 
fellows called me ••.. 

Yeah. 

•... and asked my comment& and I said, •Well, in 
the first place, this is not my !1eld and I don't 
talk about things th.at are out or my !ield anyway. 1 

And they said, well, these people over there bad 
been giving them tbis, th.at and the other, and I 
said, 1 It 1 s pure speculation as rar as I can see. 
Why don 't you go ask some or the people at the 
Treasury? • 

Yes. 

"I don't know whether they can talk but you, at 
l east, ought to aak them.• 

Yes. 

But there were t our or ti ve that got 1 t trom over 
there, I 1 m sur e. 

From State? 

Yeah. 
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No. 
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Do you know on what level they got 1t? 

No, I don't, but I gather some of them pretty 
high up, and I'd like to tell you one of them. 
I don't know how aoourately they got 1t, but 
he ola1med he got 1 t pretty high up. 

Yeah. Well, my phone's all right. 

Ie 1t? Okay. 

Yeah. 

Well , I'll tell you. Krock called me and said 
he understood t hat at Quebec there was this 
discussion about how 1t would help the Br1t1eh 
on Lend-Lease. 

Yeah. 

And I sa1d, •Well, I don't know anything about 
1t and furthermore I oan't figure out how 1t 
would. • 

Yea. 

He said, 1 That --that's so.• Be sa1d, "I get 
it on very high author! ty that the -- Eden and 
the P.M. were on one e1de of the table and 
other people on the other side talking about 
1t.• And I ea1d, •Well, I don't know anything 
about 1t, and I would -- I would .Just be very 
akept1cal. • He aa1d, 10h, I got this on very 
good author! ty. • 

Yeah. But he d1dn' t say from whom? 

No. But you know who he talks to over there 
moe t of t .he time. 

Well, he talks to Hull. 

Tlla t 1 a right. And he ran one part of the thing 
whioh d1dn' t make any sense at all. 
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Yeah, but when -- the aeoond artiole be ran, you 
oould aee that be knew a lot. 

Yeah. 

And he vae gropi ng 

Yeah. 

Ub - no t gropi ng -- be Just wanted to let out 
part or it. 

Yeah. 

But I f elt that be'd been told the whole story. 

Yeah. 

1C5 

But this thing vhlob the President did Frid~ .... 

Yeah. 

.... tor F. E.A. s eemed to have been very etteot1·n. 

Well, that had a ourious history. That-- there 
was one ohange in that point made by State .•.• 

Yeah. 

•. . . vbicll added, 
State Depart111ent• 
a oouple or ti111es 
be taken out .... 

Yeah . 

•under the guidanoe or the 
and Leo went over to see Hull 

suggesting that that ought to 

. •.. because it Just would-- didn ' t have ' any 
relevance to thie th1ng even it they were talking 
about the matter or foreign policy. 

Yeah. 

And he eaJ.d he'd talk to his people about it and 
he nner oalled Leo baok. And it vae raiaed 
apeoifioally w1 th the Wh1 te Houee that thie lllight 
preoipitate so111e bueinese on th1s row and that 
waan't a.ny 111eohan1ea tor doing it. 

Yeah. 

Regraded Unclassified



0: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

HMJr: 

C: 

- 6-

They probably felt they wanted to go ahead 
anyway. 

Well, had that been in the works some time? 

Oh, yeah. That ' e been in the vorke tor three 
veeka. 

Well, I thought that that vas soaething Which 
vae Juet cooked up on the spur or the moment 
ae a red herring. 

No. It turned out t o be a red herring but it 
was purely unintentional, I th1nk. 

Oh, really? 

Yeah. 

Well, I thought it wae deliberate. 

No. Well, I th1nlt it was never intended ae 
euoh. I th1nk they - - when they tooused on 
it, they thought it might have had that etteot, 
but I don 't think it was intended that way. 

Uh huh. Now, that letter that you sent me 
about th1s Army doing eome work in England ...• 

Yeah. 

.•.. I wrote Patterson about it-- and called 
him. 

Yeah. 

And I wae quite rough about it. 

Yeah. 

I 11nt you a copy ot my letter to- Patteraon. 

Oh, I haven't gotten it yet. 

You 'll get 1 t the first thing in the 110rning. 

Right. 

• 
1£) 
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And I told Patterson, 1 My God, 1 I aa1d, •what ie 
the matter with your people? • 

Yeah. 

And he knev nothing about it, but he aald he 
would get right attar it. 

Right. 

Beoauee now, or all times, we've got to play 
together. 

Oh, I ' ll aay. 

And why the Army abould be doing this inquiring 
over in London ia beyond me. 

Yeah. 

Do you think, ae tar ae you know, that the Army 
baa been all right on this Germa,n businees? 

I .... 

I mean publicly. 

Yeah. I know MoCloy baa vept privately to me 
and I disagree w1 th b.1m. 

Yeah. 

I'm pretty aura that publi cly they've stayed 
pret ty muoh i n the ! amlly. 

Raymond .Gram. sWing wa s var y good l a st ni ght. 

Yeah. He ' s a good f ellow. 

D1d you hear hlmt 

No , I didn' t but I ' ve beard r aporta of it. 

He vaa vary good . I think the thing 1a lwlngi ng 
our way. 

Oh, I th1nk 10. 
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I 1d love to get what Conant baa. 

I'll get it over to you tomorrow. I'll have to 
have a copy made. 

Right. 

But the thing ought to be reprinted. I'll talk 
to him and see it' he won 1 t get. some reprints out. 

ihank you ao much. 

All right. 

Bye . 

Bye . 
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li&J"J'1 Vh1 h. 

eeoretarr Morgenthau. 

Plea1e dig up the nov-tUIOue aeao:ranl!aa 

169 

troa the Inhr-deparuental Coaa1Uee whiah :roy 4M- 'Y~ 
gaTe ae on the plane to England. I 1 d like to ~ , /I 

loolr. 1t oTer onoe aore. I 1d &leo like :rou to 

f1n4 out ott1o1all:r lt there are an:r other 

ae.,e on the eu e tubJeot 11noe that date. What 

the hell hae that Coudttee done? Ban the:r •de 

an:r other r eporte on how to treat Gtl'llan:r e1noe 

then? I th1nlr. the date •• June 30th. You alght 

aleo cone1der whether we ouabt to une on the 

lfaT;r and the J!ar1 Uae Oo..tu1on not1oe of the 

or•t1on ot thia new ooaalttte to oona1dtr all 

Lend-Lealt. I th1nlr. we ah01lld. j:' ~ 
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Octobn J, 1944 

J.le!norandUJD for tho Secretary ' a Files 

()1 the nigllt of September t>, 1944, we were pennitted to 
examine the Handbook for ltl.l1 tary Oovenunent in Oenaan;y dated 
September 1, 1944. This handbook represented a redraft of 
the handbook which the Secretary brought back from London and 
which waa given to the .President. t'he handbook was revised 
in London subsequ.ent to Treasury' a oral. COIDIDents to various 
persona and following upon tho 11e110randwa froiD the hesident 
to Secretary Stilllson expressing aiasatiefactioo w1 th the 
earlier draft of the handbook. 1)'1 th" nif)lt of September b, 
l.lr . Pehle, Jo!r. IJUBois, lb"s . Gold , llr. ~lor and I went through 
the revised draft of the handbook caref\11~ and picked out 
sCYeral extracts wlu.ch were indicative of a still unsat.ia!actor;y 
policy being pursued by the IIU1 tar;y in respect t o civil affairs 
1n Otrman;y. There was also drafted a n;y leaf which should be 
attached to the handbook 1n the evont thst the alli ed authorities 
in London felt that it was absolute~ essential that a liiDited 
number of copies of the handbook should be given out to civil 
affairs officers. 

We have received notice from the War llepartment that the 
text o! this n;y leaf' would be cabled to London after clearance 
w1 th the British. The following 110ming Jr. lie Cloy callsd at 
the Secretary's office and when the Secretary informed h1l:l that 
be was about to send a letter to h1a enclosing a cop;y of our 
excerpts !raa the handbook with a revised draft of the .C.;y lear, 
llr. licCloy asked th.at the letter not be sent and the Secretary 
banded to him copies of the ...,randwa and the i'ly 183!. 
llr. ltcCloy said that he would take care of the matt er. 

Subsequent~, two weeks later J.lr . JlcClo;y turned over to 
Ur . Taylor a copy of the handbook o! September 1 which ie nOI't 
in IllY office. 

K. D . .. bite 

ro 
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MEIDRANDUY FOR THE SECRETARY. 

October 3, 1944. 

The following figures include letters comment­

ing on the postwar treatment of Germany as received 

from early Friday afternoon on through noon Tuesday : 

Favorable .. .... ............... ...... ... . 40 

tJn.favorable . .... ... . ... . . .. .......... .•. 24 

Uncertain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . • S 

Number of newspaper clippings -- perhaps half a 

dozen in all -- sent t o Mr . White , As most newspaper 

comment is unfavorable, these perhaps should be counted 

in that column, since, presumably, they represent the 

opinion of the person mailing them to us . 
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__ .._ ................. .. 
..u ,_ ''-'""· a 'tll11 ._ wz h1 

ill - -~~~··· ···-· .. , __ 
"n•all ,.._, 

(ll!fllltd) lle11l7 
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OCtOBER 3, 1944 

S'rJ.l't:!EIIT BY '!!!:!: PRrSI!EliT 

on Pebr.u..ry U, 1943, I aicned an Executive Order setting up 

the Surplue War Property Administration t.o direct and expedita the 

orderly disposition of surplus war property so far as possible under 

existing law, pending action by the Congrees. 

R. R. SUS, tbo Surplus Pro;>ert y !lio;x>se.l Act of 1944, which 

1o beforo ,.. for signAture , plaoas the ~noral diopooiti<>n or surplus 

war property und<!r a Board ot three end pro1'idoe in considera!>le 

detaU the ""thbds to bo pursued l>y t.111 9oard . 

It is with considerable reluctance the~ I hove decided to 

178 

aign this bUl. 11'hlle I aa 1n liJll accord with the declared objectives 

or the bill which are to aid reconvorai~n !rom a wa.r to a peace eeonom¥ 

and to tacilitota the orderly dispoaal of surplus property, I have 

coneideroble doubt whether _.ny provisions of tho bill will not mako 

extraooly dit!ioult tho occoapl1ohoent of ito objoctives. There is 

danger that the conliJsod J:lethodo ot d1opoe1Uon and tho elaborato 

rutr1ct1ons illposod by tho bill will 1n aany lnetances clelay rather ······· ........... ........ . 
then e~ta reconversion and reoaploy:oont; OUr surplus property 

ohould s;>eodUy bo placed into channels of diepoeition ..tdch should 

J'rOvide the ClOSt jobs and the groa taet &<>od for the greatest n\IOber, 

But we aust be 1n a position to cot on with the organuatton 

ot our plano !_or the disposition or eurpluo war pr09erty. I have, 

thorofore, concluded that it would bo boot to let the bill become l aw 

1n the hope that after the Surpluo Propert y Board provided for in the 

bill has had """"' experience in operat1nC under it, tho Concreoo will 

aive caretul consideratinn to needed chan;ea 1fh1ch aay be souested 

by t.he Board • 
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TREASURY DEPARTMENT 

WASHINGTON 25 

October 3 , 1944 

IID'!ORAi'ffil.lM TO Ti!1<; SECRETARY 

I am enclosing a list o! the 

special i tems val ued in excess ot $50,000 

as of October 2, 1944. 

~ 
• L. Ol rich 

Assistant to the Secretary 

.. Enclosures. 

0 
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• · PROP~TY FOR DI~ 

SP~:IAL PSY.3 , COST TO ':-QV)1J;Y..lNT IN E:{CZSS OF t50,000 

AS OF OCTOB:R G I 1944 

0 

QUANTITY liN IT COST COST TO GOVT . 

1 . Automotive Products 

JACKS I HYDRAULIC 10 741 

4 wheel , roller type, for garage use . There 
are several makes . \.Je are awai t1ng inspection 
report . 

HYDRAULIC FLUID 378 459 
gals . 

Needs reprocessing . Was supposedly w1thdra~n 
by Army last June . we are now w~ 1 t1ng manu­
facturer's decision as to re- purchase . No 
reply to our wire or September 29th. 

AUTOMOTIVE PARTS , OBSOLETE, USED 

Majority are used, having been t aken from used 
vehicles and put in stock. There are acres of 
used bodies, fenders, cowls, cabs , etc . , at Blue 
Grass, Ky. and Fort Crook. Spot check inspection 
list has gone to Chrysler as a test action on dis­
po~al . Other lists are going to other manufacturers. 
The regional offices have been authorized to dis­
pose of parts occupying 75, 000 sq . ft . of space . 

• 

$ 79 . 00 848 539 

1.74 658 580 

2 000 000 
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Pae:,e 2 

. 
AUT<I'iOTIVE SPARE PARTS I NEw 

;,t'ANTITY 

23 000 000 

UNIT COST COST TO GOVT • 

16 000 000 

Large quantities on recent declarat ions 
are bolts , nuts , spark plugs, !uses -
called ~arts common" that can be used on 
any motor vehicle . Lists :totalling 11 
milli on parts worth $2,500, 000 have been 
submitted to Ford and General Motor s for 
them to analyze and determine parts accept­
able . 

TRAILER HITCH, USED 767 $ 80.00 

New declaration - no action as yet . 

2 . Textiles and Wearing Apparel 

All textiles and clothing in the 
hands of disposal agencies have 
been temporari l y frozen to enable 
the Army to make selections for 
use in program for occupied countries . 

CAP:liER, OAS MASK 

New and used . Bareples being sent to all 
regions to attempt to get ~ales in each 
region. It appears to be a salvage item. 

400 000 1.00 

61 360 

400 000 

Regraded Unclassified



W.A.C. CAPS 

Samples have been given to exporters and 
other s . This is an item that is hard to 
dispose or . 

HATS , ARMY SERVICE 

The old- style broad brbnmed campaign hat . 
Ot original amount ot 91,000, halt have 
been sold . Negotiations tn process tor 
balance. 

GLOVES , RUBBER, ANTI-GAS 

Gauntlet type . An i ndustry meeting was 
held to di scuss disposal pro[ ram. Represents 
4 years supply . Present inventories in mtrs . 
hands are htgb . Recommendation was to export 
or sell as crude rubber to manufacture critical 
i tems . 

MOSQUITO BARS , WITH RODS 

Export deal tor used items i s being worked 
on . It successful, this will take care o! 
~ ot the lot. Domestic . sales at $1.50 are 
continuing in small l ots . 

;uAJ-iTITY 

76 712 

45 928 

667 000 

669 000 

UNIT COST COST TO GOVT. 

$ 2.20 168 766 

3.00 137 784 

1.00 667 000 

5 .90 3 947 100 

Regraded Unclassified
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LmGINGS 

Worl d war 1 stock, good only !or salvage . 
Now being authorized !or sale by Regions . 

BELT POCKET FOR CARTRIDGE CLIPS 

Web pocket with fastener . Radio advertiser 
is taking quantities under opti on as re­
quests !rom'program deve~op . Price received 
$0.06 . 

MAGAZINE BELTS 

Very 11 ttle 1n terest shown. Samples have 
been sent to all regi ons to widen sales effort . 

APRONS I ll'PERMIABLE 

Rubber coated apron , with s leeves , designed 
like an operating gown . ; Has very little use , 

0 except to cut up to salvage t he material . 
0 Manufacturers not interested in re-purchase . 
Ne~otiat1ons are under way to sell 1n open 
market . 

4 • iUANTITY UNIT COST COST '1'0 GOVT . 

213 280 109 833 
pr . 

1 000 000 $ 0 . 10 100 000 

55 369 130 325 

79 449 5 .00 174 800 

Regraded Unclassified
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RUCKSACKS I ~"EW A_m) USED 

Wi ll attempt to sell on open market . 
Samples awaited . 

TARGETS , ANTI-AIRCRAFT 

New declarat i on - sample awaited . 

HOODS I ANTI -GAS I NEW 

New declaration - sample await ed . 

3 . Machi nery 

GROUSERS 

Reported as new grousers ;!or t r actors , i . e . 
shoes to be bol ted to the flat tracks o! 
crawler tractors . Inspection proved that 
they were si~ply shor t pieces o! mild steel 
(structural) angle iron with punched holes . 
They were made as an improvisation !or use 
in the sort going i n ~a but ~~re impractical . 
Sample awaited . Advertising ! older will be 
i ssued . 

Pa e 5 •• 
ut!IT COST COST TO GOVT. 

5 000 $ 12 .66 63 600 

8 861 14 .32 126 891 

97 997 1.00 97 997 

43 853 3 .00 131 559 

Regraded Unclassified



• • 
I CE GROUSERS, NEW 

Ice gripping shoes to be -a ttached to special 
rubber tired treads of high speed military 
tractors . Each weighs 6 l bs . A tractor 
needs 296 pieces . There is no known application 
on standard machi nes ; no market , except for 
scrap . Publicity being released . 

CONSTRUCTI ON MACHIKERY , HEAVY 

General inventory of used machinery, most of 
it in very poor copdition. Sales are being 
made regularly but inventory mounts . 

4. Furniture 

PILLOWS, NEW AND USED 

Some cotton, some feather , some mixed . 
68, 900 new, 870, 000 used. Moderate sales 
of new pillows continue regularly . 

Pa_e 6 • 
UNIT COST COST TO GOVT. 

76 726 
pieces 

$ 2 .70 

5 942 1,000 . 00 

938 000 . 73 

207 160 

5 942 000 

684 740 

Regraded Unclassified
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MATTRESSES I t--'EW AND USED -

200, 000 new; 762, 000 used . Large quantities 
or used mattresses are going into the manu­
facture of paper . This will provide a str ong 
market for some time. New·mattresses are sell­
ing in appreciable vol ume but quanti ty qoes not 
decrease much because of n~w declarations . 

~~TTRESSES , INNERSPRING , NEW 

From O.C.D. stocks . New declaration - pl ans 
being formulated . 

Page 7 

:;uAJ~TITY UNIT COST COST TO GOVT . 

962 000 $ 5 .50 5 291 000 

·' 

9500 6 . 00 58 000 

BED PARTS 65 000 

Springs , heads , feet, and side rai l s ; un­
assembl ed . Negotiating with bed mfrs . 
regarding repurchase . 

CANVAS COTS & FOLDING BEDS , NEW 

New merchandise from O.C.D. stocks . New 
declaration . Disposal policy being formulated . 

18 000 67 000 

Regraded Unclassified



5. Hardware 

HEATERS , SPACE 

Magazine type . (Army No . 1) The manu­
facturer will inspect stoves and prepare a 
proposal, due middl e of October . 

RANGES I GAS I NEW 

141 sol d to govt . agencies . 455 expected to 
sell in next 10 days . Y~nufacturer will 
make proposal this week on balance . 

HOSE, RUBBER 

Large size , 25 ft . lengths . Approxi­
mately 18,000 lengths that·have been 
used for handling explosives have 
been wl thdrawn •. 

HOSE , FIRE , NEW 

From o.c.o. stocks . Army will take 
entire lot . 

8 

QUANTITY UNIT COST COST TO GOVT. 

3 099 

1 957 

$ 20 . 00 
average 

95 .00 

10 000 33 . 50 
plus short pieces 

250 000 
ft. 

.50 

62 000 

142 754 

372 446 

125 000 
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COVERS AND SEA.U3 I RUBBER 

Includes 3/4 ton seals , which are round 
rubber washers about 1 inch in diamet er . 
There are 27 tons of new "covers• whi ch 
are 2 in . lengths of bl ack rubber hose -
t hin wall , about 1 inch in diameter . 
Inspection report awaited. 

BOLTS , MISCELLANEOUS 

Have been frozen . Negoti~tions wi th mtrs . 
are under Way looking towards methods of 
distributing through trade channels . 

STAPLES, GALVANIZED 

Made up for Lend-Lease export to Russia . 
Most are 2 inch, 8 gauge, galvanized . 
Sal es are bei ng made in substantial 
quantities at price near ~ost to govt . 

WOOD SCREWS I BRASS I NEW 

About 40 tons were sol d !or $25 ,000 . New 
bid tor entire r emaining 1ot expected . 
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Q.tTANTITY 

27 3/4 
tons 

8 500 000 

2 240 000 
lbs . 

260 
tons 

UNIT COST COST TO GOVT . 

169 245 

2 500 000 

100 000 

325 ()()() 

Regraded Unclassified



SMOKE GENERATORS 

Obsolete , 
chimneys . 
Ther e are 

indi vidual smoke pots with 
All bi ds ha ,e been withdrawn . 

no prospects of:sale at present . 

Page 10 • <:UANTITY 

67 600 

UNIT COST COST TO GOVT. 

$ 3 .50 236 600 

SMOKE GENERATOR PARTS (VE~ICliLAR) 277 000 

Small metal parts (val ves , fittings ). Many 
are special and new uses will have to be 
found . Sears- Roebuck not·inter ested . 
Several large manufacturers are being solicited. 

Paratr ooper s ' special typ~ , of no value for 
sport pur poses . We have sol d 1000 pr . at 
$1 .00 each for children 's use . 

SNOWSHOES , HSED & NE.W 

serviceabl e , t r ai l and bear paw types . 
11, 794 used , 41, 762 new. :over 8000 used 
snowshoes were sol d . 

21 837 
pr . 

53 556 

4 .25 

9 .00 

92 007 

482 000 
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ROPE , NYLON , TOW, USED 

HEU1ETS , SAFE:TY , 0. C. D. 

Packed 10 to a carton. New declaration -
samples awaited . 

SHOTGUNS 

Y~utacturers will submit re- purchase plan . 

El1PLACFM:NTS, f'1.ACC!INE GUN 

A mount for a machine gun. No utility value 
known . 

MACI'INE GUNS , ELECTRIC 

Practice gun . Suggested use for 
amusement purposes • 

• 

SCABBARDS , BOLO 

Obsolete item. No bolos available - a short 
curved , heavy blade- knife . Have r ece ived 
no otters . 
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~UANTITY 

206 871 
l bs . 

330 000 

1 880 

707 

114 290 

UNIT COST COST TO OOVT. 

104 446 

$ 0 .89 293 700 

55 .00 101 332 

5 , 300.00 169 600 

279 . 00 197 253 

1.60 190 864 

Regraded Unclassified



0 
• 

SPURS I NE.W M'D USED 

Publicity release produced many inquiries . 
Descriptive folder will be mai led this 
week . General Mills sti l l offers only $0 .12 
a pair for entire amount . Some small sales 
are being made at $0 .50 a pr . 

L~TERNS , OIL BURNI~G 

Navy will withdraw for transfer to Army . 

MARKERS , MINE FIELD 

Web fabric carrying case containing 30 
metal pins (18 inch) With 4" X 4 " metal 
flag marked "Danger . " Pocket contains 2 
rolls of narrow, yellow tape . National 
publicity has been sent out . Inquiries 
have been received , but no offers . 

PLATFORM TRUCKS , STEEL, NEW 

Steel trucks on casters, designed to move 
airplane engines undergoing repairs . National 
price o! $32. 50 has been set and i tern has been 
adverti sed . Sales are being made in small 
quanti t1es . 
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$UAN"TITY 

300 000 
pr . 

34 460 

11 378 
sets 

8 000 

UNIT COST COST TO GOVT . 

$ 1.30 
averaGe 

3 .00 

6 .85 

75 . 00 

390 000 

107 316 

77 937 

600 000 
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~UANTITY 

RESPIRATORS I DUST I COl'U':ERCIAL 

Made for Afr ican combat use - some are 
suitable tor industrial ~e . A manufacturer 
has made a re- purchase offer of $0 .70 for those 
of hi s make . Other manufact urer s ' offers 
awaited . 

SIRENS , NEW 

Hand warning device for combat use . In 
canvas case w1 th shoulder strap . All 
bids withdrawn because of police restrictions 
on use of sirens . 

INCINERATORS I NE}.I 
. 

Desi gned tor human excretia but can be used 
tor burning lower-water content material by 
remodeling at cost of $1000 each. Manu­
facturer decided against.repurchase . 

61 127 

28 638 

13 

tmiT COST COST TO f',OVT. 

s 1.00 

6.00 
(approx . ) 

9 ,818.00 

59 293 

174 569 

333 812 

~ 
) 

"' 
Regraded Unclassified



!f"PRINTING MACHINES I NEW 

An Addr essograph-plate press, portable , 
designed for Army Medicai Corps identi ­
fication purposes . Original manufacturer 
is developing a proposal for our consider­
ation in regard to re-puichase . 

HARNESS 

Miscellaneous harness parts and pi eces . 
Region will sell to manufacturers on 
established contract . 

RAFTS , PNEUt1A'I'IC , 5 MAN . 

About one- third of original lot have been 
sold at established trade prices . Sales 
continue to come in - al so new declarations . 

CARTS , FOOD 
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QUANTITY UNIT COST 

35 600 $ 21.95 

16 524 5.60 

1 500 200.00 

586 368.00 

Hospital equipment . Ins~ection report awaited . 

COST TO GOVT . 

781 420 

93 476 

300 000 

215 648 

,_. 
) 

w 
Regraded Unclassified



• • QUANTITY UNIT COST COST TO GOVT. 

6 . Medical and Hospital Supplies 

STERILIZERS, NEW ~~ USED 

Consi dered unsafe tor medi cal department use 
by Army . Negotiations ~th manufacturer in 
process . Offer for part of lot r eceived . 

DISK , METAL , ABRASIVE, 7/8" 
. 

Dental suppl y i tem - pac~ed 12 disks on 
a card . Manufacturers have been contact­
ed in regard to re- purchase . 

FLASK , WITH CUP 

Made for soldier to carry liquid medicine 
in field - a smal l cante~n . Probably of 
no commercial value . : 

BOTTLES , WIDEMOUTH, 250 CC 
. 

Samples being obtained. ~New item ­
no action as yet . 

TEST 'lUBES I GLASS 

Some samples have arriVed and disposal 
plans are being made . · 

1 381 

134 000 
cards 

200000 

201 307 

4 670 000 

$ 300. 00 
(average) 

. 60 

. 33 

. 45 

.03 

495 037 

80 4.00 

66 000 

90 588 

140 100 

Regraded Unclassified



• 
PE'l'RI DISHES , WITH COVER; 

Laboratory dish for making germ cultures . 
Sample awaited . 

FLOSS , SILK, DENTAL 

Samples awaited . 

SUTURES , SILK AND CATGU'I! 

For sewing atter surgical operations . All 
government hospital agencies and the Red 
Cross have been advised of avail ability . 
Government agencies not interested. One 
manufacturer (Davis & oeck) not interested 
1n r e- purchase . 

DRESSINGS , FIRST AID PKGS . 

Withdr awals have been made and 1t is pre­
sumed that this balance represents quantities 
that have been purchased !rom commercial 
houses , not Red Cross . 
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CUA.\'TITY 

230 000 

510 000 
spools 

13 500 000 
tubes 

30 000 000 

UNIT COST COST TO GOVT. 

$ 0 . 27 62 100 

173400 

2 397 000 

3 582 000 

Regraded Unclassified
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BANDAGES I MUSLIN 

Action is being taken to secure a desire­
abl e outlet . 

GAUGE, PLAIN, 25 YD . ROLLS 

New. Regi on has been inst ructed to dispose 
ot this item to govt . agenci es . 

BOXES , TABLET 

600 boxes in a carton. Believed to be 
World War I stock. Samples a~aited . 

STRETCHERS, CANVAS AND METAL 

New items ! r om O.C.D. stocks . Di sposal 
plans be ing made . 

; uANTITY 

134 584 
doz . 

150 000 

320 000 

8 400 

UNIT COST COST TO GOVT . 

128 034 

$ 0. 75 112 500 

.40 128 000 

54 000 

SURGICAL & DENTAL INSTRUMENTS, 1 846 000 
MEDICINES & SUPPLIES 

Mostly non- standard, obsolete , or deteriorated • 
. Includes $52,228 in N.Y. ·Depot , $250, 000 in Louis­
ville Depot , and $100,000 dental supplies at Perry 
Poi nt, Md . Disposal policy ror non- standard items 
i s being formulated . 

Regraded Unclassified
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• 
MEDICINES AND ANTISEPTICS 

This listing covers many declarations 
recently declared by ArmY· It is made 
up or various preparations o! highly 
technical nature , in great quantities . 
All are on new declarations . Samples are 
be ing obtained . Wi ll be tested to determine 
quality. 
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~UAATITY UN1T PRICE COST TO GOVT. 

5 800 000 

7 . General Products 

BATTERIES , DRY CEllS AND PACKS 

Overage !or Army use . New declarations 
come in and sales are reported regularly . 

CAMERAS I AIRCRAFT 

Each camera has great variety or collateral 
equipment . Obsolete type . Physical inspection 
bei ng made . Inrormal negotiations with Fair­
child Camera co . in process . 

100 000 
• 

96 307 386 

Regraded Unclassified
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FILM AND PAPER, PHOTOORAPHIC 

Tbj bulk or thi s 18 mi scel laneous !11m -
rolls, cut !11m, and packs - most ot which 
ls overage . The overage material wi l l 
probably be processed to recover the silver 
and chemicals • . 

HORSES 

All horses will be sold according to 
established pr ogr am or auctions . 

DRll!f3, 55 GAL. I USED 

Sales or moderate quantities are being 
made regularly at ceiling pr ice or $1 . 00 . 

GASOLINE CANS I 5 GAL. 

"ational sales plan will ~e announced this 
week. Cans will be sold in carload lots 
stipulated prices, depending on quantity . 

G;UANTITY 

34 000 
pkgs . 

UNIT COST COST TO GOVT. 

250 000 

1 468 $ 165.00 242 220 

100 000 2 . 50 250 000 

2 500 000 2 .00 5 000 000 

Regraded Unclassified
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QUANTITY UNIT COST COST TO GOVT . 

8. Paper and Office Equipment 

NONE 

Total . . . . . . . . . . . . ••• $ 68 519 317 

Regraded Unclassified



SURPLUS U~ CARS REPORT 
For 7 Days and Period Ended Sept . 30, 1944 

(Period Began January 1, 1944) 

7 Days to Sept . 30, 1944 Period to Date 

Total Used cars Declared. 
Less Declarations withdrawn 
Less Loans to Other Federal Agencies 
Less Transfers to Other Federal Agencies 

. 

Net Used Cars Declared t or Sal e 
Less Used Cars Sold : 

Balance of Used Cars on nand 

0 
0 
2 

ANALYSIS OF INVENTORY 
. 

Inspected and ready for sale 
Not Inspected 

232 
108 
19 

2 562 

230 
265 

5707 

689 

5018 
3369 
1649 

759 
896 
1649 
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SURPLUS MOQRCYCLE REPORT 
For 7 Days and Period Ended, Sept . 30, 1944 

(Period Began January 1, 1944) 

7 Days to Sept . 30, 

Total Motorcycles Declared 1605 
Less Declaration withdrawn 0 
Less Loans to Other Federal Agencies 0 
Less Transfers to Other Federal Agencies 0 0 

Net Motorcycles Declared for Sale 1605 
Less Motorcycles Sold 391 

Balance ot Motorcycles o~ hand 

ANALYSIS OF INVEKTORY 

Inspected and ready for sale 
Not Inspected 

1944 

5 
0 

210 

• 
Period to Date 

14130 

215 

13915 
7407 
6508 

1780 
4728 -
6508 

Regraded Unclassified



SURPLUS U~ TRUCKS REPORT 
:For 7 Days and P'er1od Endeq Sept . 30, 1944 

(Peri od Fegan January l, 1944) 

7 Days to Sept . 30 , 1944 Period to Date 

Total Used Trucks Declare.d 
Less Decl arations withdrawn l 
Less Loans to Other Federal Agencies 0 
Less Transfers t o Other Federal Agencies 33 

Net Used Trucks Declared tor Sal e 
Less Used Trucks ·sold . 

Balance of Used Trucks on hand 

Inspected and ready tor sale 
Not Inspected 

ANALYSIS OF INVENTORY 

2461 

34 

2427 

~ 

1404 
145 

2964 

39565 

4513 

35052 
23241 
11811 

6333 
5478 

11811 

Regraded Unclassified
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Ootobor $, l~ 

.... & 
Doar Jlr , llilloklo7r 'C."""'\" 

..... q, .. 
Thia rotera to ~ letter or Auguat 21, 19•• and 

~ reply of A~uat 25th, dea1snat1ns 11r. Geor&e c. Haaa, 
Director , D1v1aion of Roaearoh and Statiatioa, aa a membor 
or a oom=ittoe ot the Contract Settlemant Board to act 1n 
t.n adrlaory capacity on mattera of atat1atioa, recorda, 
prooedurea , and report• relatod to the atatiatioa or 
terai.nationa. aottlo:umta. 1nter1ra tlnanoins or tenainationa, 
eto •• and Jolr, 11'. J, Sl.u, Chief, Control and Reporta Bre.nob, 
Office ot Surplua Proporty, Proourecont Dirlaion, u alter­
nate ••ber. 

After t he tirat meetins of thia Committee it 

2"3 

appeared that the r opreaent&tivo you wanted from the Treaaury 
waa aaruone .tlo ia aotu&lly world.~ w1 th war oontraot teMilina­
tiona. I would like, therefore , to deaignate llr· Clifton 1. 
llaok, Director of the Proou....,._.t Diviaion, u tho ••bor, 
and 11r. J. a. l(cl..-ra u the dtern.ate m-bor, 1natead or 
llaaara. Haaa and Sima. 

S1noorely youra . 

a- n a • "a ') a ,, 
o ' o I I 

llollore.ble Jlobort a. Rinokle7 
Dirootor 
Ottioo of Contract Settl-t 
Waahtnston , D. c. 
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OCT 3 1944 

tav ~t.w ot e.,t.llllllu U t. lr • ..,CarnU 
l'llq&IIU toM ... ipaU. ot a fl .. .,. 'II' &IIIII 
a1-...u r t1• t. t.M ,..,.. .. n-••"• o-J.t.u. 
ot u. O.W..t. 8et.U..t. .tb1MI7 BNrd, ....... 
\bat toM 1ft1e1 ea o-1\W. Will alae ad 1JI • M­
~ •l'Ml'r t. 7ft' otts.oe. 

I t.w . ... ,.,.. lr. A. 1. ~~~. ~'¥ Dt.netor, 
Prwm \ Dl..utoe, to ••n. u !ne8111')' t rr ot toM 
nw.1e1q o-J.t.u. .,. .... 1. • · n.&\187, C~~Ut, c:-t.ru' 
ae4 Pvollue lrucll, Pl'eeaJ 1 rat. DlYillloa \o ._ u 
&1-...t.e ••hr. · 

lr.JIObenll.lllJidleT 
Dinew, ott1oe of Coa\not 

let.U..\ . . 
'l1alalec\eD, D. o. 

NStiu 
10/2./44 
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TREASURY DEPARTMENT 

INTE R OFFICE COMMU N ICA TION 

o•n October ~ . 1944 

TO Secretary Morgonthau 

~ROM Mr . White 

Subject: China ' s dollar balances and dollar vosition . 

1 . China ' s .,old and official doll~ be.lances total approx­
imately ?552 million. 

Gold on earmark 
01 icial dollar balances: 

Fede-·al Reserve Bank of .lefl York 
Other ban.:s 

Total 

>11.0 , 690, 000 

~bo , ~,6, vOO 
174,15b , UOO 

... 553 , 182 ,000 

In addition Chinese orivate short- term dollar balances 
8lllount to .,q6 , 458, vOO Wld Chinese private hol dinos of 
long- term assets ... 99 million, mt.l(illO a grand total of 
Ch inese dollar asse ts ln tho u. S , of almos t v730 million . 

2 . :.@40 million of' the :d;_billion dollar loan has alreadY 
been transferred to China as 1 ollows: 

(1) ~00 million on A~ril 1 5 , 1942 , of wnich ... 100 
million \7as !'or tho Chinese USi;i-backed certU'icat.es 
and 9100 million 1or Chinese US$-backed bonds , 

(ii) .,:20 million on January J.4, 1943, !'or purchaoe of 
60ld on ea.•mark. All this 0 old has now been 
shipped t o .. Oh.'-'na . · 

(1:1) ... 20 million on February 19 , 194~, f or purchase of 
banknotes , paper , ink, etc . 

~ . So !'a1·, the Bank of China, New Yorl<, has paid out vl 8 
million l'or the redem1,t1on of US~-backed savi .ng s certi­
fica ces presented on maturity, so that most of the ~200 
million transferred to the Chinese Gov ernment account 
in 1942 nas r emained intact . 

4 . 1/e aaall probably h ave to y e:y Cnina .,il00- .Jl25 million 
for payment of our outstandins yuan obligations incurred 
on account of u. s. Army expenditures in China up to 
June ;o, 1944. In addition, at Bretton 7oods we offered 
to ps;y them -.>20 million a month !'or the three months 
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July to September md may have to pay t hem s ay f'rom 
iil0- 20 million monthly far u. s . Army expenditures in 
China from now till the end of the war in the Far But . 
In that conti ngency, our net turtber payments t o the 
Chinese for u . S , Army activitie s in China may eaoily 
amount to ~250-;oo million . It should be noted that 
we have alr eady ~aid the Chinese ~160 million f or our 
Army expenditures in China. 

~borefore, China ' s total 0 , S, dollar a s set s may well 
amount to about >;tlf mi &/on before China 1 s isolation 
ie broken, unless the ine se d i ssipate .iiJ.J, the ~00 
million of gold we have prom1sed to sel l them, This 
estimate is made up a s follows: 

(a) Officis.l -.~million 

(i) 
( 11) 
(iii) 

(iv) 

Current dollar balances 
Current gold on earmark 
Sum to be received for u. S , 

Anny expenditures 1n China 
Unused portion of t he Yi 
bill ion l oan 

' 
540 !/ 
10 

250 - ;oo 

200 - 250 

:jpl , OOO - 1 , 100 

(b ) Private 

( 1) Current dollar balance s 
( 11 ) Current l ong- term assets 

75 
100 

(c) Orand Tot al 

175 
~.!...115 - 1 .275 

!/ Even 1f al l of tho ~0 milli on or so for unredeemed 
US$- backed savings certificates is p aid out into 
pr iva te accounts, the ne t result will be that most 
of 1t "ill go into Chinese private dollar balances, 
so that (b )(i) will i ncrease by approximately the 
s ame amount as (a) ( i) d iminishes and the grand 
total will not be atfeo ted , · 
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Oe~. t, 1944 - DUcraa..S orally wUb U. 
Seore\&17 ..S Seorwtary ljp"Hd 111~ oar 
reoo-mat.10ft fob&~ W cl'ft th• 20 wU11ou 
_ .. of .U.'ftr. 

B.D. 'I. 

. ........ .. . 
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TREASURY DEPARTMENT 
INTER lJFFIC E COMMU N ICATION 

OAT a 
October , , 1944 

To 

FIIOM .:r. Lipam.'> 

Subj~ct : Indiun r~~~ at for 65 :dllion ounces of silver !or coinage 
p-.u-poaea. 

Er . ~indr , in le~ter datPcl ""- ut :::2 , 1944 , re~~este that 65 
•1111on ounceo of ailver for coill86~ 111rpooce be lencl- leaaed to. India . 

1 . Conclusion 

It 1& roco· ended thAt the ~rev.nut·;r lend- lease to I ndia 15 to 20 
r.Ullion o~co o' eilv r be•ee.d .~ t'.e , • .,queeted 65 cillion ~·mc~o . 

In vi ,., f In-.1- ' a :'r•oen• dlv r oto~·.a (120 tillio& o mcea of 
dlv .r) ~< hc1 c iu • .,. >·equl.re..ontn \l, t o ~rc" ::'1 , 1"45 (~ .ill ion 
o·mceo) , India wo· l l 1-e left r.1tt 'ot.l.r ·-; illio:t ouncea >f ailv~r on 
::~u·cb :a ' 19-: r ' ' 1ot .• r . ::ahind.ra con.i .• ,.. nn 1neuff1c1ent o.uount . 
Sinoo he ~eelc tlv-t "Ho entire 100 aillion ounces of lend- leane a1lver 
e.re needod for o ~e in the llonbo.;r mnrket to comb~t infl a tion, wtd thnt 
n further 11..10w t Jf Jl 11illion OWlcea 1a noeclof for coi~U~;;e req· ire 1ente 
!or the • eriod A;~ril to ~uet , 19.0:i , a theo,·ot1CI\l •otnl of 1-1 n.illion 
OUZICea 11'0 ld bl o:le ,.,u ._.._c?-. 31 , 194,. . ~,. I .dian requ .. at !or c~ 
illi~n o~•e of ilv r , ~lus tr~ OC :dllion ouncee c f silver ava1lat1e 

aa atoc~ or.~~~ ~l . 1945, woulc 1 r1~ the total to ·~a ~eo1re· 1~1 
11l1on c.·.mcer . 

=elotr e re c,1vtn the !'16,Url!& of :od1a1 1 o•lver stoc·-a o.nd neecl for 
a1lver ns •. rov!.:.ed '7 ::r. ::&.indra: 

· · Silver stoc':a €.\1 of Ju'l.,~ 

Stoc:C in · "'-Ud •..... .. . ..... . . ..... • 

511·· r in ~rnns1~ .froe t' .S . .o\. ...... . 

Silver co~~rected ~ro3 I ran •.•••.• • 

:'ot oJ. u~oc::e of 5ilver .• •. . .• •• 

.>1 194\1' .. ' 
IJillions of ouncoa) 

n .o 
92. ':> 

17." 

120.0 
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Coina.,~e r,.quh•11 f'lnto 
A-t liSt 1 , 19-14 to u. ... ret :11 , 1945 

( nilliona of ouneea) 
"~le rupeoc ut 4 . 7~ ~llion ouncen. r ~~tho••• 30 .0 

?.elf ~~d quarter ~eea at ~ 1111o ounces 
per .tlDnth .•.. .................................... 

r.thao o o o. o. fA .O 

3. !aeie fnr cr,~tln , India ' s regu~at ~~,. G~ illion oo~eee of ailv•r 
011l;r in pi' rt 

(o) The r equoat for 31 million otmoo or oilver ie not ure•nt. 

I t l.e .ot •ec• sa.;r to c....:e l>~r .. Jl:~:oonta now !or ~he 31 
>~illion .c coiLa,:;e reqal.re.~:~tnt •hlch rlll arise . or 
t~e p rl.· ~ril throuei• A~t , 1~~- I f •h, - · C< 1eity 
should a..·l , • ...rt of ·~e l'JO c1111on o=ces o! 1 ~ '- luae 
allvdr co· li!. • ·~• 

0 to :;;eo'\t 11."1 11::oe41ate eoer-enc;r. 

( t ) India !:l!!it . 't .• ee• '" -.uc~- a• v4 cillion onncee of ilv 
for ~i!l!Ga !or the ueri od Au,;.•tut l , 1944 to LArch ~1 , 1945. 

l ndio 1 e recent average conthly ooi~e requirecen t a hnvo boon 
r~.~nc at approximately 3. 5 ~illion ouncea, end while a rapid 
increase 1. coina.:;e i s pl.ann. d ( 6 . 75 :nillion oWicea per .onth) , 
it 1a not c rtr.ir that tl-.ia tar ·at 1'1 le reac;-,~4 . in ~0 ich 
ease :o-ewhftt less than ~~ lllloo ounces of oilver will ~e 
requlr • . :r.ua, inatead of 54 :1ll1on ouncea, 1t 2.;' \lo tbllt 
about 3<: ll.lli~r. ounces will be needed , a r cluetion or ao 
:oilli on o·..uco o 

(c) I ndia 01:..• draw u"'In a 1>0rtion o! the 100 IJ:illion ounce, of 
1entl-leaa~ 31lV<'r--1n. an .-.mor1 ~noy o · 00 0 o• o · 

(4) 

l..r . l:abind.ra clai!Je that :x>0 'bara of ailver (about :x>o,ooo 
ouncee) are aold doily in I ndia , ol&lcilll: it ina4v1aable <O depend 

,~n the lOO cillion ouncea or lt •4-leaaa uilver aa o reaerve . 
Accordin, t I 0\a' .o>OIIbay Cor.aulatt , bo ,.vor , durin~!; Sej.haber only 
.;.o to GO bart r.ere aolC. doily in I ndilt . ;Joreover, even 1! :.00 
'bara were aold daU:r, the 100 .. 1111on OWlcea ..oul<i laat •or &lao at 
1-1/-::. yeara - a lont; enoll4;!l pnlo4 in w!:llch 'aeaaUJ7 cculd co:=~e 
to t!-.e reacue c.nd c:al<e adcl.itlonal allvar available to India. 

T~er~!or~&Hthere ia no need to l~nd-leaae core thnn l~ to 30 
fuilliOh 6 dUB of &ilV~f tO l hdid . 
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Aptlended is a aum:ut"Y of Labor 

Lett.er llo . 6, 'Which may be of interest to 
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H.D.'II . 
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TREASURY DEPARTMENT 

IRTBR OFFICI COWYUMICATIOM 

Da\a Oct • .3, 1944 

TO llr. md.te 

FROM llr. Cas~ 

Subjecto SII.IIIUey of Labor Lette r No• 6 (1944) U.s. Elllbe.ae:y, Iondoo, 
Septlllllber 2, 1944. 

1 . Fonaation of a · National !!!ners o Union. 

(a ) From the beginning the miners of Br1te1n have been organised in 
autono1110ua district unions, looeely federated natiooally in the llineworl<ers ' Federation. 'l'be latter poasessed very meager etatt, lmowledge, tunde and 
authority and has never been able to b&rpin on a national bui.s . 

(b) UDd er pressure of the necessit y for national bargaining in wartime (and after much GovelTJIDent encouragement) the miners have fin&J.ly overccne 
their sectional jaalou81ee and at a national confe rence in August adopted a 
new conatitution establishing the lfation&l llinera• Union with tun auton0111 
and adaquate tunda to enable it to bargain nat1onal.l;t, enter into national 
agre-nta , call and finance national strikes end impos e uni.f orm national rulea . 

(c) Berger des cribes t hia 1110ve as t he 110at important in tbe llineworkere • 
history. The new unity of the nat ion•e 500,000 llinera • Y be inat~tal in alleviating the traditionally bad eondit iooa of worl<ere in tb1e iJiduatry. 
(Although Berger doee not say so, i t ee81118 to • likely to atrangtben tile .eTa for poa-..:-r nationalization of the lllinee. A recent poll by the conee~t.ive 
~ Emreu . t o that ~per•a nidmt -zed chagrin, ebowed a eubetantial cajorit y of ita reade re in favor of nationalizatioo of 111nee and railroada. ) 

2 . §ir sta.ttoz:d Cripp! 0 etatua in tbt colll£D• .. 
(a) Beraer briefly rav181111 Orippeo fluctv.ating wart1ae career. 1'\:)llowina llueeia•s entry into the ar, f or wbich ouriou.aly1 Crippe _. given OODII~ra~ credit in the puhllc ldnd, he acbieftd the atatua of a national hero and in 

Febnary 1942 entered the Cabinet u Lon!. PriVJ s -.1. 'ftlere were eno wa that be ll1&ht bee~ PriM !.Wdater. At thia ts.. he wu wsottlc1•1l7 invited to ~nter the Labor Party hom which he Ud be111 u:pelled in 19.38 for acbooatina a uni ted front with the CQrllllm1eta. Be refUied tbe ot ter. 

(b) Crip;>e was llllllapP7 in the CeMnet becauM be _. f oroecl to def eocl the Gove~t•e oatiov.a J)OII11;1.GD GD eocial reto- ep1uat oritiot.. wuaa 
whioh he hlly IICreed• Be:raer a.p 1 t - reported (I abo beaN tiiU r­Harold Luld.) that Cripp. tried to set 11v1u to ~teD to reliCD with bla 
in an effort to toroe Ohv.rob:Ul•o hm4 CID .._t.io reto- Ulll Wo on ilae 
J'ndS an IIi tllatiou. 
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(e) Tbia precipitated CJ'ippe • 1'81110ftl troa the Cabinet to t he post of 
Hini.ster of .Ureref't Production . For Ute put two years he haa been c~ 
pletely incon~~picuoua ueept tor oecati.cnal apeeches 1 which at-. now 
characterized by progressive rather Ulan radical Soci alist exhortati one . 
llis present posi t ion illustrates t he ineffecti veness of a man wit hout a party. 

3• Poat-lfar Controle. 

Barter report& a atrona up-eurge of light wing eonaen-at he advoeae:r of 
early poet-war retum to tree and unregulated private enterpriee . Prallinent 
and infiuent1al names are associated 1fi th thi.a movenent . rt is oppoaed1 how­

ever, not only by t he Labor Party rut by t he moderate and lett wing Tories 
as well, including Cl'IU,rohill . These lat ter elements want a pos t-war conti nua.. 
tion of Ute Coalition Mlicb would be illlposeible if extrea right wing views 
were to prevail in Ute Consen-at i ve Party. 

(a ) Detailed Ooft~t plan:! t or llilitary and induatrial deD:)billuti on 
and t raneter of 1111111power to peacetime industry 1 both tor •staa• 2• and for 
the poet-war period are, l!er&er says1 well advanced although as yet unannounced. 

(b) Legis lation hae been pessed (uaual:Qr in auch wMker f c:nn t han earlier 
rec~tiona) and ie in proeeaa of 1wpl •tation ona Bducation1 Houain&1 

Caterina Retom and Par11•M!!tary Ret ora. Labor is perticularly bl.tter toward 
the llln1atey of Eclw:atioo wllicbo after t orein& tbro\llb an .let coneidered in­
eclequate by Labor, has DOW annc>lllleed tbat the J:WojJing of the echool. leaving ace 
troa 14 to l5 .ust be poetponed until at leu t April 1946 and poeeibl.J to 

April 1947 inetead of beoomin& effective in April l94S as pro.ieede Sborta&e 
of teaohere and f aeilit iee i e Ute reuon gi'V8n. 

. . . . 
(c) B1lle a re penc!1na on Tcnm llld COWltry Plumin& and on KUJt Contzool 

(puWuriaatioa, tubero11Ur tes te, a-zoal Allitation, etc. ) , In the lat ter 
t1eld the UJ!:. 1e decedee behind the u.s. For Uz1a reuoa Ute u.s. A1111J ~ 
no bwb mllc in Br1 taiDo 

(d) White Papere, bat no legislation, have been intzoo411118d 011 1 Social 
Securit y, ~t Polic:y, llone.tary PoU c:y, llatioml Health Serviqe, Water 
:i'oUo:y, Coal Industry Rot om , Jl!•1ld1n g IJ¥lut17 Jletoa mel DU!poeal. ot Sal\)lU 

llal' Props...,.. 

' · • 
1 Ielw Pm7 CsaltiWM• 
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6. Englnearing lndW!ta woricers ara negot i ating for pay inoroaees, •equal 
pay f or equa1 woric• and tha 40-hour 11eek u-c!iatel.y a.ttar t he war. 'lbe 
first and third of than aeem likely to be succeaa tul . 

. . . . . . ... • • t • • 

• 

Regraded Unclassified



THE WH ITE HOUS E 

WASHINOTON 

September 22, 1944 

The Honorable 

The Secruter, of t u .. Trea<~ury 

Ill deo.r .. r . s .. cretery: 

f IW nerewi tl1 e t tacninl:'. t.•e sixth in 

tlle 1944 serha of bi-1110nthly lettars on 

0 

l~bor conditions tn Great Britain . 

t 
Isador Lubin 

.. .. ...... 
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la.LSIY Cl' Da 

UlllftJ) S'rlftS t;, A.UIUCl 

I'IUI O. PO& ECO.OIIIC li'PUBS, 
1, <aOSYDOft SQUUB, 

LOJIDO., W,1 

S.pte .. p and, 1Nt 

L!'9' L!ft!l JOe f (l!H} 

fbi elpU't.eezu or \b1a a\op MD 1aJo41J be o.n­
ee\t.a\e4l a!JIM a\ lau\ par\ ot lUar'a VetiU~ 
4Ut1e111Uee 1D Ua1a badutrJ an cl1PoaU7 v a .. abla \o 
detM\e J.a UJe aJ.aapat 'Gill.- 1.\Mlt, 

fbi •b~worara' Poden\1aa baa a1W&7• "- aa 
~tt .. \ul. ll._, 4par\ h- . \be . ~a.Ueal .l l!QilUft, 
e..-... or ,..,.oHataU••• tl'- aaah ~atrt.e\, U. 
P ...... t:t.., wbiah e•naae nor 100,000 S 8Pal OOD.Ilah 
ot a pel• HU'O\ai'J, tw uaiete.ate aa4 t"aD w •'-• U Jlaaaoa\ DD ,.._.. - aboG ua,ooo dollal'a a,. .... ._ 
11u 1\ UIJ I'Ml pewu w .. u..rl\J', 411 eleele~ _, 
'lie :ret-• I»Mk \o \he n\•a•au 41avle\ .at-, whloll. 
~-tl7 l~N poUeloa uad ap> .... ata olldor ... l17 U. ........... h I.e no\ --o• tor \~ ~avle\ loadera 
• .... \1._1 ._.uUft \o apJII'••• - polla7, aa4 np­pon a MaUU7 pelt.e7 .-. U.7 Nt- te tllllll' 41evleu.v 

IMw 

V tiL .......... Ia 4aUI'J-PobnaP7, aa• wu - ot U. -••e ot U.. evtaa onP t1u1 Porter awa.r4, h•J.a 1D aa 
ett-u..-..... 4 te.lk ·~ t~ a\l'lkoa woN a\ U..ll' wore\, 
Nte .... \o e- ot \ba Peder• U• leadore ae •u17-lhoH4 :::-g. &-mmt.:-.a-:r~ill~•· ... u.a _, 
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I ba'N Mea tol4 \17 .S...r leadero, .S... nMro, an4 
ll1alat17 ot hlel Ul4 •-• ott1olala tllat tale JlJ.Mworaro' 
J'o .. raU• laaclora tl'oq-tJ.7 41 ....... Ul4 ooatra41o\ 
V.•oboa lJl the ld.cJ.\ ot aotul aagotlaUou JriUl \be 
.S... _.... J'lMlll' tba Pocloratloa M&dqllar\oro bao • 
I'OOO&I'Ob atatf, ODd l\ la DO OOOI'Ot tbat 1t ~· alMot 
uotbJDa a\lout .uoh olo•ntuT tlll.Da• •• wapo, ........ 
ago ot lll.Mro, ooot' prot1to, oto. 

'lbo waa.oo ot u. 111l1oD'o ln\o'l'aal at-.t-nz.o bao 
\loeQ Uao nltjoot ot rooolutlou tor Oft!' &0 J'OOI'O, lnat 
neJ>7 at\oiiiPt t o to- a natloaal -.lOll bao llroun 4o'a 
lloe&•o ot tM rel~»~ ot tho 41otr1ot 11Ulou to 81•• 
up ~ pu-t ot t.Mll' oOYoro1¢t7• 'l'bo reoult bao beau 
to porpeta&t. 1utar-41atr1ot oa.peUUoo OD4 •"- uatlOIIAl 
oolloot1Yo barsatntng t.pooo1\llo. 'hl• rotuaal to to .. a 
oOD\rallaod aatloaal. 1Ull01l la at lout pu-t ot tba re&alu 
w)IJ U. llllaero woro uyor ablo to toroo tM owaaro Oil to 
a uatl-.1. buoplJalq baolo. 

0w1ouol7, 1 t ••• not tM al.aar' • doing lnat U. war 
an4 nto1clo 1a!'l•nooo e1ob t1~17 prod•o4 u. ~ 
O'MJ'C1ue otr.'-1 reorpntuu- ot tM -.loa~ fM 
OOYol'llDOnt 1a Jal7 lHa, Oil Be•lll'• lulot_, oo\ulloho6 
u. aatloaal .,.,_ -se pr1M1plo an4 t_...4 v. -• 
to ...... to barpla aatl.all7 - 4e ""• wbloJa U. -.loa 
woo --lo to •••- \17 1t. o- power. fM ·~·•-'•sa 
of Uao MlDOworuro' J'oclorat1- ba•o .... to4 peat tit• 
t1oult1oo t• tba Oo.err '• ad Bo'fla an4 t11a IUalatrJ 
of hlel an4 •-•r baft lu1ato6 o4 aauo- tbat Uao 
hcloratloa rot- ltoolt oo tbat u. u\1011&1 a~­
loo•r• oould opeollt 111 Ul autbol'ltJ oa utloaol lllalq 
prolll~. 

• • • 0 •••• 

fba aaw ooaotltuUoa g1fto t11a ••tt-l Ualoa of 
•t. WorlDI:ra power to llarsata aat1' sll7, to oal.l atl'luo, 
a4 \9 oDMI' lllto aatleaol •sreo•ut.. B&oh dlotr1ot 
11111oa wlll trautor ~ por oapit& to tba •tloaal. ·~­
elob wlll sift u • hB4 ot tw allltoa 4ollan to otart 
ott. 111a.loa n.a wlll bareattor \lo pald 411'eot to U. 
utlo~ -s.oa. 'l'bt aaUoaal llllion wlll &lao baft p_ .. 
to oatobllllh a roaoaroh otfloo an4 p11blloh a pape7. tbt 
Gatr1ot llll1o;u wUl, lJl ottoot, \Ia ro,.,.o4 to oro& 
ltraae:boo. 
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Wlll X...ther. Preol401lt ot the a taew .... n• , ..... _ 
UOil wlll ooaU.. 1D tbat et'tloa -til u abatlOil 1a 
!:leU ~r the •• ao .. tttuUoa. ~-r Kcbrar4a• paa ••• 
Hare\u'J et' t.ha aiJaoworlr.aro' l'oderat oa will aoats- u 
por.aMat •••n'-"7 ot t.ha aew ValOilo 

a. "-~ 
... lteea-
at tM re-.fta'ltb LL lo. 6 
(lMI)~ Wbaa O.r.alll' at\aoke4 Orlp••• wbo ba4 
lloan .-.... "- \o KoH- fOP tl:le ll 0...ft181at. 
llooaw • aau~ MroJ &1111• u a6a1raUOil for .... tu 
reaiatanoa awept \hl.a oo•trJ . Crtppa' preaUp pew 
P"'•tar aa4 sroater. a.a. of81oal ••·~- -n .. uat 
1t aaow• u 1t lt wu DOt llUol' llut CP1ppa who ba4 
llroll#lt Jlud.a 1Dtl' the war oa tl:le aide ot BI'Ua1D. a. 
P"'&t ... Crlppa' prootlp that 1D lanliiiPJ lMI. wl:lea tl:le 
Cbuahill 0tWoft181at wu ~ tire llooauo of tba .. .._ 
'ltaoll:ea 1D tM l'u1tlo aa4 tl:le 4bappo1at.oat:w 1D lor\Jl 
Ab>loa. l"'a ara "" allollt that Ortppo W01I.l4 ....... 
ObuahJ.ll u l'rt.e Uahter. "~"~:~ere woo IIO'nl' .., fo•d-­
Uoe t• thoH .-are. 'bQt tl:le ... t tt.t ... of U. Ooni'D• 
.-t led \o a ol:lelrnp whloh bro~t Ortppo 1Dto the 
Cutaot 1D Po'ltl'llar7 lDtl u l.or4 Prt'W7 Seal aad ao.ore­
wat Leader of u. IlcNH of c c aDa. Sllbeoq-tl7 n 
-• Ortppa 'IIIlo wu aoat u oalao01'7 to ladla to aopUate , 
with •...u.• 1D tl:le Q'1Uoal a&rlJ' s _ _. of lMI. 

It-. 4111'1aa thla t1M, 'fllea CP1~ 1 Jll'•••t• wu 
a\ lta hlpoat. that ...... ot til» ~ PartJ -fftolal-
17 .. ,..a .. l:le4 h1a with • lanitott.a to "'11Rl \o tba Part}' • 
. (1 "-t'-tas Jootal.btt Crtppa M4 bo• •J~P&U.4 1a ltN 
tor adTooaUa& a ~~ boat with the 0--s_s te, 1a tM 
r... of loaMr Par\7 .. u.,..) en,.. roJeate4 tba .. 
......_. wtth tM POMI'II: tb&t M wu •aboft par,f. &all 
that M ooal"4 4lo -• u an 1D41Y14.-1 U.. •• a 11 D .. 
of_,. ~'7· 

Ortppa wu •••• ;,f!I'J' bapPJ' lD tM CuiDot or u 
Leader ot the Mo~~~to of 0-u. Bo wu 4loatlot1e4 wlth 
til» GoYO-at • • rotu.al to .. uouuao tl:le ~-·· ... wUb tba apJI'U"'Dt 1 .. 11: et ,......,.u_ f .. peat-war_ .. 

·a-tlOil. Tot u "-o&6or of t.ha •i•• 1:1e wu r. .... • 
dar..& \be OulMt'• polloleo 01114 otaw ott orUl•l-
witb whlob - ••• 1D ........ 
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Aeeor4- to ta1Jol7 nUUle lat-u=. on-.• 

_,pr0Mbe4 Wa 1a Sept t .. lMa abe.U, ltoton ta. 
x-a:rp tl.ul orpnJ.p ....... w1tll a prepooal ~t. at .. 
Jloyta ... alao erlti .. l o t tbe Cut.t0 the no ot t:11r 
abo.i4 loan \be OoolltlODo £>oyta lavgt 4 at tba 
propoealo Cr lppe _, ott aact tol4 bJ.e flo1e...S. be ... 
tblllklllg ot rodptq b'f btaeolt. Ia ••a••• 1M* 
Whllo be waa etUl del1llentlq0 a ftl't ••"P ._ 
flooa 0bal'oh111 tba""'"' )l1a tOll' hle ..... toea aa :r.-4 PriYJ 
Soal aD4 Lea4er ot the ._... IIIMl ottertas b1a tbe peet ot 
IC1aleter ot .t.lrol'att ProdiMt l Oilo 

llrlppo took U. poet and! alta...p h. JaU ., .. an 
o:uellont job . be baa Yll'tual.~ d1aappouo4 ,._ tbe 
pllbUo 070 d:arlDS tbo lut U -the. .t.~t tbe eole 
oooo.t• - wbJ.Oh ble .... - appouoa 1a ..a.n M .-. 
a epoooh0 ~oh M ~~Doe O"nl"f th.no or tov -the. ._, 
ble epoeobea attnot Uttle at'-lUOil an4 an Olllf 
lwlatl:r n por te4 la tile proee • . llo 1e oloal'lJ J1&7S.ac U. 
prloo ot _, beiaa atte0he4 to a poll t1eal por\fo • .,.. 
ba attaebe4. M wo'lll4 bo loo'-4 QOD aa - ot tM pro.­
pooUn poet--war laadera 0 aa4 ~ _. atU.tl• -u 
• . pa14 to •lla' be ••:r•. 

Orlp .. ' epeo.Ue atlliW tbat ba baa loot - ot )l1a 
,...1• tor eoelal aa4 -r to rot-. ll•t bJ.a .. _, 
.,. ..... an o011111he4 1a popoeoJ.- --. • ntbel' tlaa Ia 
ta. doot;rllaln SoolalJ.et pbl'ueoleS':J wb.loll be .-4 1a 
tbe paet. l'oUowlq an - ol!MI'pte flooa lllo epoooll ot 
laot -•• 

•'fbe D-4a:r ot poaoo roquJ.no 'l'&lto aa eeeoll JII'O• 
,_.u . .. aa U. ·P de7 · ~ war .. • ... .. .. . . ... .. . .. 

..,. oball o.b&J'It • tbe eol•tloe o:t - poet-war 
41tt1o'llltJ. .. lal'•l:r _,.. the ••st• ot prhato 
ontol'prl... ~t O'fOtr will hn o tao Jw tlt')' lto .,.. 
oontl-DM b'f lbCIIIfln& that lt bu the ontol'pr1eo to 
_, tho now otroou..t&Moo an4 to •••ro- tbea.• 

•Val••• •• aan set beoll all oar pro- oll;)ort 
t.l'ade aJIIl •-t~ l1JIIe &IIOtbOI' 110 pop oont wo oball 
lie --le to rlato1a pn•war etandarda.• 

•'fbe 41ttloult poeltl• ln wbleh .. oball t1JI4 
Olll'eol••• req\droe a .-plato noo•ldent1= ot -
llllhowt.al -tb~. •ut., aDil ottlolono:r _, bo 
ta. a.!a.• 

Regraded Unclassified



0 

-. -
•fb. ol4 •"'..S. of p&t-• •4 aato.,...J ot 

__ .,._, uoe out or .. to. A puo~p ot ottort 
_, bo .. tol»11ebt4 botllt• .._._,, a ·-l:bq 
w~ Jolat-1!041MU- oo 'ttoo, aD4 a woll •pnla .. 
trade aaloa. o -.t •' rld ot t.ho ta\&1 alopn 'wba! 
wu aoo4 OD~ tor~ fa \bar 1a' g?o4 OJ»up tor ••' 

' Tbo cUtfONDt gndeo Of ____ , ... , loR v.pOD 
tbo1r Job u a prot .. al-1 Jab, aD4 - tor 1rhlot1 a 
hlF degroe ot traillllag 1a rocaldft4. 'fbaoo 1a -• 
tor oo• atron.J oeaw..l laaUQ!te ot •'"P•nt llbiob 
.aD 1NJ.l4 'liP tho IIOOOOOU')' protaaoJoMl aD4 oc!uootJ. OIIIIl 
oUil4ol'4o.• 

"h .ut ooo to U.Ot 0111' oduoatlo-.1 lMtltu\1-
uoe ealo.r ge4, tlnenoo4, u4 .. a. a4oquato t o e;l•• ~ 
tbat n- of oo1oJlUoh aDI1 toebn1o1cno, wttboat llb1ob 
w oazmot aop or wtn n pro «7 1n tbt q-U tJ of Olll' 
II&Ollt&o tllre4 pl'G41l0 too • 

· tbo · O"fU'~ of . ~1l0ftt1a· ooe1ol·t.a• 
tol.eto4 oa \be •-ti'J 4u.I'1Ai tM war, ropro-to U. 
•tato11oot-1• oldo ctf tale •"-'· ~to JII'Ool .. nt 1e 
Ill' ~ot SoaD, tM pabllobor, and -tbtr of ito 

-

llt ..-ora 1a D.&D ln&o• S)» 
whooo ala 1o tct ,., r14 of 

dolof, OliN tbe WOI' on4o, I'Opi'OOODtO tho pell• 
Uo~ an4 tbe 1Dduwlal1ato. Iu obal.-n la Oono..­
.aUn • · P. Sll' LoOMI'd Lflo (Gt !ate aa4 Iqlo). r.n,.. 
tl.a r1&bt-wla8 Oonooriatl.a M.P.e uoe •allol'o of tbo 
Loa.-'• 0~11, 1Mlucllq Ill' Pawlak a...-.a, YiM• 
,roo16tnt fill tale rodorotl• of lrlUah ln4notl'loo, _. 
JII'OolMnt Gt u. •au.u Valoa ot •-raotaroroo (• 
a .. oototl• ctt .._u .a~~ataohl'ol'o atob 1.a -OIIfi'OialAilJaa 

1a Ua 

Regraded Unclassified



. . 

0 

-. -
1A lt. oppodtl- to r e tOJ'a). It was NMnU7 anao-e4 
tbat these two orpn1aat1-• aN Dll&otlatlq •ltb tbe 
objaot of - 11111 lAm a alqle beq • . 

. 
~ .. cleftlo.,-ta lb01ll4 be oom~14oN4 1A ooaj11Do-

222 

u- wl tb taae TOl'7 ••pelp. poa4aa117 ps •'•• '-• 
t o 41 ..... Ut Uae ......-.. lut7. J'v a~l.e. the ••n=t 
lNU ot Xnb•• OI'P-Il or tbe G--Uft Part)' C.u.l 
ott1.M, 4o""iiiiliia tbo ~ Put7 as tou.-u 

• Tm Soala11ata tb'ak tllat e•uJ ... will M 
happlel' lt' tba7 plaa tba -r people abnl4 ll•e 1 WboN 
tba7 work. ud t11a ••t of lfta tba7 ~111~ laM 
(ratawr oa tbo prlDOlpla ot ••thar 1m •• Mat•) ..., 
tblla nor~ -ul4 oltaaer M a ateto ottlolal .,. 
,._ b)' state ol'tlolala. • 

. '1'M ••IN' at ~~~;~~~ji u. 
. .. ~-~ ~ .~ '--·· 

Npr1a4 •• preparatl- l»7 tbe rldat..,rlia. CO.aal'ftU'f ... 
tor a Ntlll'll to pert7 pollUaa ~41atel)' U. wu o.S.. 

Wblle tba dowa' e:.:pNaa .. ba" aoulcleratlla pepwl.u> 
aup.-t aa4 Uae latlDIIDIIO ot tbeao .,..,. abcnal4 aot -· 
--..eaU• tM tt 1a -u to -., 1a 1111111 tut c....r­
.... u,. polltlol.;; •4 ' t atl'1alloU u. -,. • ••=• 

gpt sul7 Mhf"" lt. p_. o ple• J. M. Yo s, laMlq 
.Uter1al writer tw the .__...u,. sar•;r ftMa .... 
a ... tb'PI attaok • tbaH oatr•• d ... 1D a ..... at 
1 .... . • 

• 

Regraded Unclassified



- ., -
•coraiD x. ......... loelet1oo ra.,... - ,._ 

tt.l to tt.e with tub> U._.'-'-• twoo. *lob I 
p.tbll' U.t Ulll ... 1a t!Mll' •'n"• au&)d. to alii. Ia 
011111 s lpotlo bcatU>e or Bepl&u-••• I do vt, tOJt 
-r put, ••• bR w .. s ot tiii'OIII)l t1ao u.bUdel. 
pol'lo4 wltho•t -tl'ol, llD4 porhapo • '101f ovlot 
oontrol of ·PI'lOJtltloo uel 4lotl'lbutlon, llotb Ill lall• 
all4 1a •torlal ... I wlab ., tl'loDda of tbo Leapeo 
&Del Soolotloo would toll M 1fhat, booJ.doo bat'li'Oo • 
tbo7 th1Dir ob:llll.d be ~ •• 

'1'bo rlS}lt...S.q Oouonathoo will bon not oal7 to tlpt 
tM ~ ~~. wt Ulll .odoNto eD4 lof\-wlac olo-.u 
1D tM ~01'7 l'&l't-,, 1M1ad1Q& ObaPeh1.11. ~ .. •1-to 
NOOplao tbo cSonP" of o too Np14 nlauUOD of wu­
t~ ooutzoolo. Pl:ll'tbo._. tlwJ want a oontl-noo of 
taw Ooo1U10D Oo'fO~at, whloh 1a uathildro,lllo U t:bo 
OlLti'OM l'lp t-elJa& YlOWO oholllel pronll 1Jl tho C-01'­
Y&tl'fO POI'tJ o 

!be otbor o1do ~ tM BI'1Uoh p lotuoe 1e ·~- ohown 
bJ • pQbUo op1Dlon poll taken noontlJ b7 the "onoor­
Y&tl'fO .11 ll'tii:t•• 0-cl 'bJ toJ'4 8o&YOJ'bi'Ooll:o fbo 
Noulto owd N~ ta•••• outo-ownuohlp of -1 
.W.o, 21~ wro aplnot &D4 e~ 1.1J!14ooldo4. Oil tho ~·­
tlaa of outo-_.cl N.llft1•• 1$~ wro 1a t'a-.or, :SOJ 
aptut acl m llftclooldocl. u~ ~ tbo 'fOtuo o t atocl 
t:boJ wro •--•u.,. •. ~ labol', 1U UbOI'Ol &D4 10$ 
otlaolt poii'Uoo. 

Ia •" 11111'118 tho ronlt of tbo poll tbo Pe'H. • ·e ... _tw u .. u .. ••~as ·a1~· _.._ 
.... pln -tol'pl'lM . ..... offorocl otzoon; _. cle~ 

.,..uu• to pella -ti'Ol.• tho oelMrlal .,, cl 

.. , "• .ronl.u of u.. poll won ·-tU>elJ -•U•tu-
c.~ ucl that tbo Ka~11 ... clloappolato4 to t1JI4 -. 
1UU. ottlet Uo .. ; ab ..... OD pabUo .. lal-. It 
._ '• tM •-l11f11• Ulat •=ro oftOJ't •cl MN cletor­
wtvcl ua t• ftl •oclocl. 
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a 'P.:: 1..... otto• • ..... poll, tbl ftr'd: •u 
-...... tNt 'DJ • 1u>11 -Jorltr of &b-t , 
.. ltlob p1111llo plu Uo faltb to Prhato BetoJ'PI'l• u 
~. ~.-; •+.a.- .,.. ... tMa .... .,..,.~ t• .... -'-"' 
te-·=• at r.u ucl wll.,.lcl -.ploJwt, - "'" t• 

prlYOM 

Regraded Unclassified
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-. -
, 

•· roe;•tfat!a~PMi! n-es· ~ rollowlas .. ..., ~ ~ o '•lor poot-uo Haoaotfto-
Uoa pl_. at t.be pHaallt t~r 

(1) 

I - t.be parle4 ti'Oa 
ooll.apM .r 811 'IJ w oD4 ot \bl war ba Japa -an -... th,_., ~. aD4 the .. talle4 pla111 _. 
polloloa an tall'l7 .. u OOIIIPlotot. ~ ....,... • ._..., 
t• \ba tlro\ 12 -tba ot Stop 8 baa - ~ •• a 
11,9 1.114 dll 'M lal4 "HtOH t.be Cabl-~.-.. 17 la 8opte.­
'Mro fbi ..... » lD whlob ~bo wer-t~ -Vola .... 
M'QOIII'U' lbaU 'M Hlue• wlll oleo 'M •-1...... lo 
.,.olal ed•'n'ewatln .......--t• will 'M _ .... ~lnc 
\lata perlo4 alDoo \hi la\or~•VJ' prau•-• .ct \ba 
--~ ot \be •1n11tlir7 ot ~ an4 .. u~ a.rtoo, 
..,.1.,.. .dnr!Ja& tho wor w -'>111M •DJ awr, MD al.. ·· · · · · · · · · 
4o \be renroo Job• 

(lU) P-b!Sc:»• t!'' ala ut, *lab wUl ralao u.. • ._. - •• ~nalan4 _. Waloa to 11 aa4 • ..,.,.UJ •• 1• an4 e1o1l prnldioa t• oorU.ln ot~ .. J- e*aoatl-1 Hto ... , ... ,... ... 1D Aapat. 'I'M 
uw~a\abllallot •1n1at1P7 ot ..... u. 1a -IWI& wUb 
..,.a\ .... ., • t;1lo ,...ttloae ot tra1a1aa to .. bll'a, .­
atrv.at1q aeboo1a, "•IIIDhln& allft'lalll.a, oto. . 

tt.> ..,,,er, :f PUf1tt 'm.=tt'' lb1. .. ,. 
a loll •• .... ou 7 • ,. ... , • t• tlll 
..,,., .. •4 oo.pal.IW)' 08pl.,..nt ot GeMltt pen_, 

ll'Hapeat1w 

• 

Regraded Unclassified
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1 ..... 11\lft If \a.. M1lH If 41eU~MD5o fM M1al1W7 et loeb ... , atte• apJIPO .. la 5a S....aUpu ... , 1e ••_.1 ... '- ••alp t. eub -.lo,-r a jeb .... *!ell ... , M f111•• wt.~ 41--~· ........ a. 5N1alJic p1'0,..._ ... aU.af.J ..S.• ftJ t.v.' DO da\1 ilea Jl5 be en fl~ wbla 5.be klare of U.. law-. .... , open'1"• 

(y) !Jee 9tft5!!' At51 ftll1 1151 Wbllh &a~lHI 5hl H55lltc"'ap o ftol' •t ...... llladel' 5be MtahW7 of ~bo• to fl.a tiM ld.aS.. oa51!'1Jt& taclaebT, ... 
....... la t .be ,_,. et ltd. It -· ---· ~., -ll \11&5 tha t1J'a5 Of \Mil BoU.. - fOI' fii50I'J 1J14 oanteea WOI'Il.,.. -- •• - Men utablhblcl. 

1\ l.a IM'-i'T f• \bll t,e-..•e a..tUIDII l'llla "esu ... te • .... ,w 1tJ ,.,.u s. 

Regraded Unclassified



() 

. ..... 

0 

-10-

!!.!rii~~~lt:~ .. .,..., wu &1110 ....,. .. 'bo 
..... , Moll• et Pvl'--ll'• lo ,...,..,, wu _.. wt~ 
llll11• pre ... ala tv rva1 oloousts oauoa. · 

(a) ll~stmbUlllt fble le e pve tooc1 \1111 
n1eb wUl odaiGr& pto1M1plo ~ aaUoaal luMM 
or lMal ooatrol ow.r ldlk prodllot&oa. I, ta tM:1 ·se 
'- ,., e olep '- \bo ode ot ldlk .......... lllllilel' uant-
'-7 n tt\1- 11114 floe. tiiiNNillu ....... (,.._u.ottoal17, 
t111o u.s. Al'lllf la 1111'1\ala dooo ., li1IJ ...- tna ldlk t• 
Uda ........ ) tb1a Btll n•obo4 • d; nnf. •'-• &a u. 
1'1 1 ' ooooloa et rvue ' ftDil abooa14 "' -w •-.,_ l'v~Jit~ .. ~•eee Uoe • 

(d) ..... , " dnolell 
HbUUUata eortab 

h4.-~ ...... --· leo' ,...... 

(all) .... Wld.te •• ,. .. a.n. "- ...... Ia ---- .. _ .r·o. ... u. .._ et 1 na, "' .. 
~lleJ•U• • ~ o1 u. .-JMu ~..,. 111u u ,., 
l a-.,,_, l'vlla .. ,. ~ .. ~- Paporo deal wlav-

hU ... ~. ' lolloJ --:r ,,11o, 
.. \1 ~- .... ,.. 
..... l'elloJ 

IMll 

Regraded Unclassified



0 

r'lil 'Jfi1Jff1if=! t•f!riGr. 

l~ff f J .. c:~,. • I ffl(" If: f1 "fi::r f 
I : .I :1i(=tirif· ~ f "~1.! ei'i!l ;J~~,, ~r· . • .. p. 

i'-1~( i;!•lr:~tr Iff l!t .. !~ ;i·E 
1•112~ .... ,afK~I~.f~,~ rfil(a ··i· 
r1Ji1

• iti1fi . ~!~iz1J fto·~ .. ~ i~l~S i., . ·r , . .,1 ... ·; .. , ·ct .. 
•- II I f : f:.; • ~~·f I crt:" 

it1!ft ~if' liitt!f :=Fl~f ~!l!i 
i· ,, 1}1 r,:, .. s·~a. liMsf~ lr· ri 

II~ - • ~~ .... , M 1 ... ~., ~ ~ 
a!•~ . • .~~rsoe1 1( •:•-.. ~-" 

1i~,,~ · 1•1·~r·rrti1~~~1J~ !i~~~~ i;:!. 
~ 1 r·' i ... . - - -

f f'"' . - --~·~-- :: :::,£!~'• .:~ .. , _ .,

1
,r,1(~•, "£ 1, -1• 1 .. :. a 

I ··r·~ . , -!! : •It'' ·.:; .. r!f, l .. ~·, • tla • . • ,~ ... f~' ,. ' ll 
!I lr · ~f · · lff:i I! E! ii • 

• 

r'l . 
.......... . 

i' -!~ 
i(t 
J r 

~~~ ~r ' 
~l• J: = . :. ~ 
!li =:. . . 
~ .. ~· .. J; ~ 
·~· "t ~ ::.~ : .. ,.. . 
P ei !lrf :! c::•~ •.: ··=· ~- r:,_ i 
:.f it1r 
!r 1 of! 
~! 4!tl , .. - -,, I i 

s 5 

I 

1'\) 
1'\) 

-..J 

Regraded Unclassified



c) 

0 

········ . . 

0 

•11• 

... DO\ later tban Api'U l lM7 allbt M MOooolt.I'J'I 
lnlt ut-et .. ct .._, • .... '-ktna u. ..-r • poatpOM 

..nJ.7 ........... ,t •• • 

Sl.Doo U.re ••• • ll:lor'-P .or touuro aJIIIl •••-­
Mcla\l.oe • ._ Mrore U.. war HIIID Giell -.. -.cte ..oll 

-- by u. .. u-~q~ or ua.oM••· h.; Olll"M" ' or 
toOaMI' tratnt '\4, a4 \be lllllliblq &r OOJ1o0l.e0 U WOO 

c*Ylou to a~n H"ftTODO \bat lt wolll4 llo lJilMullllo 

u .u .. U. Mb.ool•l .. rlq ap \a 11 lly AprU ltd • 

... , ,.oplo "" U.Nf- ovprloocl at tbl rull pl'CIIlloo 

\o tla tbl clate tor AJ)1'll lNI. 1'bt upluaUoe lo tb&t 

t111a Grl•• at -. ..._.. ·~ prooolll'O holl l'arlU.at. 
aa4 -. to &1'10 1D w ru. ... u.. &4Toroo "'-• (roa 
wtll Null tblt a •Jorl'l" .. to .,.. ... , a¢ut tbl 

O.W• t ._lac tbl clelldo,. wbea \bit One-Il\ retu .. ct 

• ~- to aa ... a"•·t· to ue a1u pii'OY141D& tw •••U&l 
.-, t• •• ucl ... -.. to...-ro. • '1'11.1• n••r•• ••'-
Nalt .. ta C!mroh!ll 4e-Gill a •oto ot 00Dt14ea ... ) 

Ia tau. .. .. tbJ ......... , lt ... , -- po1a-. 

_, .... , u h -"l.IIC •t:,,,:a• .... , •• , OMI'IJ to. p 'IO 
,...uoal. otteot \o . tbJ u .. Aot at tbl oarlloot 
o.,..tlllaltJ• 'llt•otwra 1a t.bl Poi'OOo wlll M f lftll tbJ 

bl-ot p•t.>UJ 1D llt•tUllaatlOD. All o•r .. MJ .. tt•t 

te u.ta t .. o,...o ta _. JO&I' laot&M ot tbl eu~ 

'- • tllHo blo all'oaclJ beG cli'Om .._,. I.ooal ntb.orl• 

Uoo bin ..._ dtrootecl to fin oohoel •-U..otloa U. 

... _.., prt•ltJ 1a tblll' li~UUtaa po~ • . 

228 
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(1 

0 

• 

•11• 

lN&l ...,. ..,.uoa. ,!li~~flll!l ...... lep\ea M uw 
a1Mlo of .. ,~ •• 

~-~·-·· 
(1) tM oleo'-~. -.wa •• .... u of Ula 

ooeltU•• (t'ba,.... _,....... wUl ep,... 
Mth). 

(11) A loelalta• ,... .... f- U~a aez' ,. ...... 1 
oleou •• 

(111), 

229 

Regraded Unclassified



·t 
/o 

jl 
• 

0 

J • • "t •••• 

• 

' 

• 
(l) &a I tl• .... , M .t 10/• a ... ~~ Ia ... 

lsMk .... .r all .ad' was ••• ftale de'• lau&uea 
••• 1 .... 011 ••' •· .. ..... .. . 

lll) • htrd ta.. .r a • •• _. d._, 
loaN e6 5 I ... I ..... b IIIMUUd• •·••• Ia aiMe ., .. ,. .. ,., •• a • e6 n ..... ,_ ...... 8h; ts. 
111at ... llda Ia la •••::n• wta t?sa Wd.,l.•a ....... ,_ .......... , ......... I l~) 
............ ~ a.lh!d .. -- ... .... .... ~--Ill~ -···-· .. ~ ..... ......... •to ...... .. ........ aa ... _~ ~ '" u••••t~aa ,_ a...w • 

• . ... --
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11 ._ Ill! . 
,J ;a -

! 1 f f~ 0:f:&lfar: irlrtxaa~J!n=r~~li'"~ I • l!f! ,eta .. l•r'-i ,:r!E~,~~~~ffJ~~!s 1 r 
; ftlJ- ... ,!rt ... a 1f ... 4t o.lt~i:o3 a .. t~t,~aE.,.4t 
I ti £1:t!1Jfr ii i~H:•~cif.EJ~~!'~~:ii 

I ~~~~~ ;i.'~'r- 1frr =f!ti· .=1 lri!fr:r1·~r ! J ( f • ::! f! I f ' os lr15 ~ f ~ ; : e ' :. • ! J i ~ { "' "fli'" "' .. !af II :" .. ~~~=~ .. : f 
B lr~ r ~.t~i~ t(lij .::r:f~ l,~,~o~ .. oo: 

:l f t• f... ... ... ~ g £ ... "! 'J .. 0 lr r ~- !. ,~ J-r '' r .. ~:~i ~"'2 •. i:f 
, ~d ~Iii' • ··-~· d• ... 

l fri f{ r~--~f: ~=[ 1•~•~~-~·l~-!·:: r ... ,_,,.1 .... til~ olf:oo:~'£1 ~ ... 
I t • f e £ :& I 11 .. • 8 g .. n ~ i f £ 

: "i .,.,.1 •1. r• ··~~::r::ii ··~· • J:lf ;,1iirl:: (;I l:=J~f~r:·i!Zi"'t .. lf~ ·if Iii! ~, i ·•• i· .. ,1 =0 a ~ ••• • •· f!i£ie· ri ~ J· it'~: .. • ... ·~~r~"'rfr 
fl!r 11•• 1"~1 Er!t ~ ;r~~;~~~fJ[f!t'l1 r[ 
I!... ... e f'l I I t • t • t1 ... • r r ~ ... • •• 

1
.! .... 

11 ••:& • ... ~ o ~·r•:7~:ro~~ ~a·:: . ~ r,. J r ~ e- • • ~:, .. r· i ! ~ o. ~ ~ r, 1 ' ~ il , f· 
E;i : •s;: f 

""" 
1!~ E 
-~· s; :l ~ ,;; I 

., "' a fao .... i •. , 
~e.· 
~e.~ t: ... a e :: J II ~ 

itil 
a.l I 
'!{ 
(ri 1 
iii 
! o .. 

"0 

ff" 
5 :I 
06 .. 
l"' .... 

:.al 
~~ 
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Pleaee deliver the following meaeage to Arthur Greenl.eiah troa 

Joeepb Schwarts ot the Jlnarican Jnil h Joint DiatribClt.iOII COIIIIittee 1 

QUarE WOOLD APPROVE YOUR OOING tNTO FRANCE IF IOU C.&H 
ARIWIGE PERIIISSICtl YOUR END BUT BEFORB LEAVINIJ WOUL!J URQE 
TOO AlllWiGE Pl!RiliSSlOII ll8UB!N RESNIK Nat' LISBO!i KilTER JS 
REPLAC!!IlENT. ~L! 111 ONDBR'UlCIHO NBCESSARr STIPS THIS 
BHD .tl!IW«lE FBRlllSSION FRBNCH OOVERNliENT Fat IOO .lND Ill TO 
I!N1'8R . 1IOOLD ALSO OllQS "00 .t. '1JWIOE Ptll!laSSIOii ISIW!L JACOBSQI 
Al.!ERIII.t.N N.t.l'IOH.t.L NOll' rml TC8X !N'l'ER ITALY .t.S IIEilBBR OUR M.t.'n 
ONIER IN'1'EilGOVElOO CQ.QUTti!B . WHEN ll.U P!RUWl HAS B1Z1f 
.t.BIB TURM OVER OUR PROCIIWI TO RBSNIK .lND JACOBSON U WOOLD 
THSii .t.PPBOVE HIS COONG H<Jl! FOR CONSOLT.U'ICII BUT SOOOEST 
TH.t.T HE .t.RR.t.NGB Fat TRAVEL CJUZRS PBRliiTTIJiG Hill TO RE'l'IIRN 
TO AREA OJIQOOTE 

2130 P••• 
Oot'*-r 3, 1944 

RD'V7 l0/2/44 

... .. 
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CABI.B TO .Dl!IUCAII DIUG.lTI I rum; I 1ROII WAR IIZFI1GD BOAJ!I). 

Please deliver the following ~r.eeaage to .lrtbur Greenleilb troa 

u. A. Iaavit4 of the .U.rican Jniah Joi.nt Distribution Co..ttteu 

QUOTE WB ROlll TR!ASDRY LICINSE RY.IIn TO IOU UP TO 
T!ll UIU.ION I.IR.l POR RE.P.All!E:IT DEBTS DCURRED BY DEUsp;!C 
PillU OC'I'OIWI 1943 TO JUNE 1944. AD VIS! WIIEIBIR IOU WISH 
RI!II.ITrA!C! S!!IT TO YOU POR SOC!! R!PAIIIII<T OR 'lll!miER CI.UlWI'l'S 
JIR&liER HAVING BI.OC!ED DOil.AR ACCOUNTS SET UP THEIR li.WE IN 
B.Uro3 THIS COUNl'RY . I N L!AKDIG RED!BURSP:-tiNT PWSE SCR!BII 
EVERY I!JDIVIDUAL CIAnWlT CHroKING WITII AI.I!RICJ.N OWICIAI.S 
AND DEIASEI>l ON BOIW'IDES AND THAT ClJIIl!l.llT AC'l'UA.L OlmEit OF 
FUNDS WANED TO DEWEIJ. SECURE SIOilED RECEIPTS AND 
tnCO!IDITION!L REWSE FROIA APPLIC.lll'l' PROPERLY WrrNESSED. 
UNQUOTE 

I ' I ' '' I o I o 

2a)O p.a . 
October 31 1944 

• • • • • I • I 
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ll.&nlC'W) 

lo. 2YI4 

llllll"'-• a.u.r or .lewe a ""P'7 

Tba lialaorabl.e 
tile aeore\.arJ or 8 \&t.e 

·~· J). c. 
81ra 

I bave \be '-Or w retv to ., airJNo~~lo. 199 or Sept,. a 
U, 1944, OGocerniD& \be reUet or ,c)() .lawiu ~ llllll 70 Mlllt.e 
1A Jlui&r7 llDd \a repor\ \be f ollewiai cle..lo~t. INbHCi-\ \o 
\be U.petch or t.be aircna. 

0. ~\ 26, 1944, U. Pr .. 1cl•t or \be local Je.Ub C Ht• 
&Gd.r....S a le\\er to~ OliOAZ, 8p&A181a 111111 '-'NI.ocMr 1A 
"'' ., HqiiHUil& \M\ be~ bit .apport to \be ead \bat .. ~ 
tlopel 700 .lowieb l •bebi t.Ul\& or Jllalap%)' be adail.tecl 1a prlDUpl• 
iat.o U. Spu181a z- or~. It_. -w.platecl 1a We le\\V 
\lw.t. U.M llod41UoAAl 1Dcl1'11.duale 1IOIWI reoein \be - \J'ea\MD\ 

u \be 500 obUdr• and 70 acilalt.a , \M\ i.e to M;f, t.bq -u.4 rua1D 
1a illul&a'7 IIIICier t.be pro~ of \be Speni81a Gon~\ unUl \be 
end of boa t.1U\1u 1A Europe. -

n. t.bie le\ter aa brcJilibt. to fill at.t.eo\ioo oo Sepw.ber 21, I • 
addnN&Cl a DOW \o o-.ral Or pA, a eopt or whioh 1a -aloud, a"-
Untac \be proiJ'eu ..S. \llrola&b t.be &ood. ott1- of \be lilpeetMI 

~·~" 1A t.he reUet ol .1••• 1A ......., aDd pn 1Q' ~ \o \be 
propoe t \blot. be uaie\ 1A obwtntoc pere1aa1ca ror \!Mote Md.i\1~ 

Plleber or .1••• 1.a .. cur. \be 'pro\HUoe ot t1111 8pae1u Goftree.t. 
Qa lep~r 26 the 111p c h•1,..r ll44rNeecl- a oot.e, a 
\f'aMla\ioe of • 01ob 1a eocloiMid, 1a diM be tMi•W ecru r \ wi\11 

.t.be PNral Urat .'?f .~l•. f!:tOPP.~. •"--1-W .. ~.~ be .~ .WOI'P1N .~ . . 
fore1p O!tioe 1obereot. lloo added \ba\ 1\ WOI&l4 - adYUaltle 
for \be wpUoe \a \uJw up \be ea\t.er eit.b \be .t.eel'ioan labatiQ' 1a 
lladl'1d 1A order t.ba\ 1\ ~bt. be puo....S rtt.b \be Spe•ieb ron~ 
Office,. t.be a.-eoq whiell -u 1a- \he puU..nt iu\.Nou- ~ 
\be -pen'eb 11abt.er at. Blldapee\. 

-· 
• oow ot t.b1e Otepat.oh, t.o&el.Mr rt\11 ••lo•D"M• i.e l)lll1al 

t.l'u•lt.'-4 to \be r.baeq at. Ma41'1d 1a order \M\ 1\ _, \AM wlla"­
..... U\1oa _, be clue ~ appropriate 1A \be oir-tllPeu. 

J. Jllft• CMJde 

Cber. cl 0&tfaine eel 1at.el'ia 
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lDolA>.un Jto, l to o.apat.cll »o. 2.374 of October ) , 1944, froe ~ -'-erican LepUon, !angier, llorocco . 

11:f clear Qfllen.l Orps &Del clieUniU!abed frieoch 

Be in" tul.l,y aure of \lw deep b.labni t..r1an iapulaea of lour bcellenq and apprecia \ini t.he ld.tld euppor\ wb.l.cll yau. ban &lreiOd,J a ccorded t be a ppeo.b ll&de to y011 on lwbalt 'of Jew1ab nf'U& .. cll1.ld.rea in llwlpry, I aa writin& to a ppeal f or yau.r turt.ber 8Upport in bebalt of ~ 700 addit ional Jewi a b retu&••• wbo wer e tlw aubJect of a le~\er clat.eo .t.~t~uat 2~ , 1944 f roa tlw Jewiab 00 >nl "7 ot Tan&ier. I do .o oo\ o nly 1D \ne ll&lbt of tn~ ld.tld conddera\i on prertouaq accorded .. on t.hl.a 1•neral eubject, but al.o in rt .. ot t.be otticia.l ina\n&c­t.iolu wh.l.cb 1 ban bact from 'lt1 tioYenmen\ t.o clo eYerythl.tl; ~aible on lwbalf ot t he n ct!Joa of oppreuio~ wbo are in Uainen\ clan&er of death • 

.Utbou~o~b l our LXce»eoq i a 11.0 doubt &lreaq aoql&&iDtecl with t.be cleYelop.eot.a with rupact t.o \lw ~ J .. h b Rfu&•e clli.lclrell •bo ban beu tbe aubJect. of cUacuaeiou wi t.b you, it 1a clea1rable to 1Dtor11 you ot. t.he a t.atua ot t.heae a cconlin;; to WorM\ioll. whicb t.be Leptioo baa r eceind . ~ccol'liing 1.0 a telecre.a clat.ed Au&wlt .31, 1944, addreaaecl b)' t.he lnt.erl'lllt.l onal Red Cron at llucla;>eat. t.o t.De Pt'niclen\ ot \lie loce.l J .. lab C«>•ml t.7: 

•aov e ra:unt au t.boriHcl clepartlln SOO ch1lclrell. and 70 adult a accoaJIIUI1in& at.atf, TrUUiit Yiaaa at preaat liDObta<ubla. Clat.herill& cb..llclren in epecial -~~ aDder prot.ec\ion International Reel Croaa co-it.tee OI1'0WICI Spanlab !.e~~~&tion here da.1l¥ coat. .bou\ 4000 1*'11"'•• .. Cable ~eaeot • •••••• • 

In reply to tbia tale&r&a t.be l.oc&l office ot \lie Jewiall Joillt D1at.r1~t.1oo eo.ait.tae ~bled.on .Sep~~· ) , l94k acreetdC' lO aocept r•llpocaib.O:i't.7 tor t.h1a rd\aaee croup. 

Tile local repreaeotatin of t.be -.erl.C&D Joint Diat.ri~Uoe c-J.t.tae baa illfu..cl .. t.bat. it 1a hie belief \lie\ t.be ~ chilclra ud 70 acult.a will ~ in 1Uli &l7 Wlder t.be protaotl.oo or U. Spuiah Lep tioo in ll'td•peet pencli.Q& t.be -olua1oo of boetill tie a wlwo t.lwy will be tr .. to rt- t.b;,ir DOnal .ode of li'fill&. 
T» intenat whiu lOW' lltcell•q b - req111•tecl t.o \Me ill exten4!nc prutaotion t.o 700 aclciitinnal per-• •ill not. in'folft, u I I&Ddere1.&tld i t., WI¥ acwal rMO'fal ot t.lwae per- rr- Jlu.D&IU71 ~t. will ••ao • rel.Y tbat tbq •W enjq protection fna \lw &palliab GonrnA&nt. IIUCb U 1e aff orded to \be S00 ch1lclrn and 70 adW.te, 
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E:ncloaun lo. l t.o Laapo.1.Cb IIO• 1.)74 or Uc:t.ober ) , 1944 
tr-011 t.ne l.;;eric:en J..e&&t.ion, T&nP,cr • lloroc:c:o. 

I tad oon!14ant., 1n new or our vreYiowt convero .. t.iooa and 1n 
vh• or your wall .:oown '"••nit.ari&n itJaala , t.bat. Your ucall~ 
wUl do aYeryt.bin& pouibla 1n beb&lt or t.heac addit.ional 700 
peraona. Azq upensu incident. t.o Ule 1\ln.ner vrot.eet.ioa ot t.baM 
700 p.rsona ill be borne bJ t.he a.;enc:iu now oc:cuJI)'1n4 t.~clvu n U. 
t.be 500 chil.dren and 70 ""ul.t.e 1n wh .. ae ra~• you ~,. alnad;J tak.t'D 

ao .ucb in~areat.. 

Believe mo , dear General ors-a and aiat.inguiebed f riend, 1n t.be 

e.xpreoai on ot w:¥ .ldnd re&ards and nighest. aonsida rat.ion . 

J. ldvca Cbllda -

Ilia l.Jlceilanc:y 
J..ieut.cnant. Genrral Lodr. Orp.& y told.1, 

lli&b c-isaari.at. .,r .:>pain in woroc:co , 
T LT U.ll. 

... .. . 
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.. 'Mh re Jlo. 2 to o .. pat.c:h lo. 2374 or October ) , 1944, 
r~ tb. .I.MM.e&n Lept.ion, t'aa.:ier, IIO!'OCOO • 

fatua.n, Sap t.aob.r 26, 1944 

llr. ChAir&• d •AH.U.na an4 dear triendo 

1 have reoeind :rour kind oo..udca t.ion or Sa pt.e•ber 21, aDd 
1 u vat.ei\U. r or :rour CQQ:Oendat.ioo or rq IP•vn't&r.t.&o aenU...n\41. 
101.1 ...,. be aura t.b&t I ... ••1"7 Mnai t.he to cooa1clere.t J.ona or t.hia 
nature and that 1A the M <UUre t.bat tba aeane wit.hio rq reacb ~1'111t 
it 1 ban &J.nn to t.be C ~1il' all tba col.l.&borat.J.on raqueat<o4 to 
&llni&t.a t.ba aUUct.1•• aitwt.Uon 1n wbicb aoea .Jewiab crou,pa r1.o4 
t.baooselna i n z;uro.,ean oou.nt.ri ... 

I &II ••r:r vleued &t. t.ba I.J:IrOl"ll&t.ion )'OU &lve • • t hat. t.ba five 
Wodred chil d ren wboee ent.%7 into Morocco bad been &iJ'eed upon 1n 
jJM.nciple 1 h&Ye b .. n jJ.I.aCed J.a IIWI~ry under the jJJ'Oteot i on of the 
Spanlch Legat.1on until the end o! host.illt.iaa wbicb will ~· t.bair 
tranaport.at.ion to Morocco uoneoauar:r. Ae t.o the pet.1 t.ion aada t.o 
- b)' the Jnhb C-!Dit.y o! fan&J.er t.bat another aeven lalndrad 
.J••• be uanuo lltlllieai on bar e , a pet.it.ion which ia aupport.ed bf 
JOQ UMer the 1nap1rat.1on of the - huaanlt..rl.&n aeo~nta whinh 
~P" ,.., I believe that U i t <loea n<>t inYolva, • • :rou &UjlpO&e, 
83fT aon•ent. of penon• '•-·ob •• tna:r will pou1b4 n.Un 1n 
IUij;a%7 under tile prot.eot.ion or the Spaniab i<>Yerm>.ant., lt b 
adY1aable f or t.be Ial>auy or t.ba Onit.ed b t.at.aa 1n .adrid t.o pw-aua 
t.hia -t.t.er, ina.atcb aa t.be 111n1.at.ar of J'ore1£1l A!fUra eboulAI 
be t.be one to i n ua , 1.t neoaaaary, the pertinent inatructiona to our 
Re preeent.at.ion 1n Budapee t.. 

In uq ca .. , .1 abell be ••1"7 pl .. a.a t.o ·~ uq IUio;eet.lona 
wlll.ob 1CttJ. -..;r will> to ..u wi t.b reprcl to l.hia natt.ar, about wbich 
1 ... •.e••h i pl .. .w-• 1n I.J:Irormng the •1n1•t.r:r of J'on ii):l Uf.u.n. 

Please accept IIJ'. Charce d ' A!fairu t he t.aau...o- or rq 
hi&beat oonaideration aad eat..ea. 

' " (St~) ' 'Wiii'OiiU" ". 
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CABI.B TO .u!BRIC.lN CONSUL&TE GENERAL, JERUS.uBI, F'RCU 1I4R RKFUQKB QRD 

Plean deli'ftr the following M eN&• to Jadah llapea he. 11. t. 

Lean tt of the .AI!lerican J ewish Joint Oietribution c~ ttee 1 

QUOTE YOUR 160 JDC WORKING 11ITH ALL C~T AU'n!ORITIES 

Fm PERIIISSION SIND ITS OWN REPRESBN'l'ATIVB LIBERA'mtl AllUS 
POLAND 8JT IIE.AN'IIIILE ONE OF OOR RBPRBSBlll'ITVE IIICLIJllKD IN 
PROPOSED 1lNRRA KISSIOH TO PROOEKD TIIESS ABBAS. RDURDING 
I'lnl 'nlRBB YOOR n:Q<JIRI 11KLP TO RSLA 'lSI VES FRANC! llE1oiRV1l mrs 
PRE:lATIIRB TIW BEIIIO SIHCB Do'TSR OOVEPJIKEli'l'AL CCJOOTTEE HAS 
IIOT !ET ARJW«lED FOR ITS REPIIESBHTAl'IVB TO ENTBR TIUT TERJUTmT. 
11EAN11RILE WE JUKIIIO EVERY POSSIBLE EFFOOT SEND OOR OliN RBPRESBHT&TIVB 
AND EST.&BLISH CLcm:R CONTACT WITH OUR LOCAL C<IOO:TTEES WHICH ALRlWlT 
FtniCTIOIIIIIO. REG&RIJING FIVE WE !!AVE ASKED FOR noomiATB P&n!EHT 
AND IU.T'IER NCM" IN IWill5 BRITISH TRIAS!JRI FCR DIRECT RBP.llHEN'l' TO 
CLADWITS NOW PALESTINE UNQUOTB 

0 • t • ' • t ' • • • I I 

2rJO p. a. 
October ) • 1944 

!IDI'Ur7 10/2/44 
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CABLE TO IIIJIISTER NORI!EB , LISBON, PMil WAR AEFtlGEB BCW!Il. 

Please r otor to your llo . 287S ot September 14 (IVRB 189) . 

Ia you were ldrlaed in Dopartl::ant'a llo . 2ll8 ot July 28, and 
2J)2 ot August 24, thl.a Ooverm:ant baa guaranteed tbat it will arrange 
t or tho NJ.ntenance in Por tugal and tba re110ftl to tbo United States 
or to other areas out.ide Portugal ot all ratugeea who are adaittld 
to Port~l in accordance with the ten:a ot thoae cables . It 1a the 
tirm intention ot tbia Ooverment to o~ fUlly with the tenaa ot 
thl.s guarantee , should the necessity arise. Until the nlll'lber of ouch 
r e!Ugees 8.00 other aindlar !acta are known, it ia neither poaa1ble nor 
desirabl e to determine exactly where they will be taken . You may 
a aaume that all available hevena , inoludin.g Fedhala , will be used to 
fulfill this Oovernoent's guarantee. 

TIUS IS 1IRB LISllOll CA3U: 110 . 101. 

10:15 a .m. 
October J , 1944 

' • ' 0 • ' ••• 
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D1et.ribution o.t true 
re~ only b7 special 
arrangement. (SECRET W) 

• l®IB• SSY 

LISBCII 

Tbe cable below ie WRB 101. 

October J , 1944 

8 p . .. 

Pleaee refer to your No. 2875 ot September 14 (WRBl89 ). 

M :you were advised in ])lpartment•s No. 2118 ot JUly 28 

and 2332 ot 1ucust 24, this Government bas guaranteed that 

it will arrange .tor the maint.enance in Portqa1 and the 

removal to t he United states or to other areaa outside 

Portqal o.t all retqeea who are adld.tted to Portugal in 

accordance w1 th t .he teJ'IIII ot those cables. It is tbe firm 

intention ot thU Ocm~rnme.nt to cOIIp).¥ .tull;r with the terM 

o.t thia suarantee, should the neceeait:r arise. Until the 

ntalber ot aw:h re.t~e aDd other •1w1Jer facts are known, 

.. it.ie ~ither. . poasible . nor desirable to deterwdne. axactly . 

where they will be taken. You ..,. aaeume that all a'l'&ilable 

haftne, including F8dhal.a, will be UHd to tul.t1ll. thU OoftrnMntta 

liRBaii(V t ill 
10/J/44 
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CABlE TO NORIIEB , LISBON, PIIOI4 liAR REFUGEE BOARD . 

Please deliver the t ollorlng ceeeage to Robert Pilpel troa Ll • .l , 

I.arttt ot the .U.rican Jewish Joint D1Jitr1but1on Comodttea• 

QUOTE tultl'II£R Otm CABlE RBGAJ!DING PE!Ul!AN' S REQliEST $10,000 
BE!IALF BAB JlEFtJGDS OliiTED YUGOSIA V RELIEF FUllD HERE WISl!!S 
1UKl1l W1!81'11ER FARTISAII RED CROSS REPR!SE!ITS OFFICIAL YUGOSlAV 
RED CROSS AlSO WHO AD!.IDITSTERS FUNDS ASSIGNED THIS P1JRPOS!. 
ARE 650 REFUGEES FOR 'lfi!W IOU BELIEVE EVACUATION rossmLB 
PART RAB I!ITEHNEBS? UNQUOTE 

THIS IS WRB CABLE TO LISBO!I !10. 102, 

2•30 p.m. 
October J, 1944 

.. ······· ··. 

I 
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• CABlE TO NOBifEB, LISBON, FROM WAR I!E7'tJ(l!B BCl.UID . 

Please deliver the followil\g meeesge to Robert PUpel fr011 

Joseph Sebwarts of the !Hricen Jewiah Joint Diatribut i on CoadttM a 

QlJOi'B ll.l VE IJ)7ISED ARTHUR GRE&!IUIG!I TO PiiOC!ED I"'WW:B IJ' 
PROPER ARIIJ..'IGE:.'KI11'S WITH IIILlD1!I AlJTIIOIUTDS C.L'f 9 lllDJl. 
DIPORTANT IOU ADVISE RBIIBEN RBSNIJ( lfl!O 11'1! ASSIDIE HOI LISBON 
THAT WE TRilliO .&RRANGE HIS ADUISSION ITJ.U TO BEPUCE 
GREENLEIGH . IP RESNIK tiOII CAIRO IMPORTJJ.'T YOU Cot!IMilCATI! 
'll:mi HThl nVlEDIATELY ASKING !liM PROCEED ITALY EARLIEST 
POSSIBUI TD.!E ~UOTE 

... 
THIS IS 'IIRB CABLE TO LIS.BON liO . 103 • 

. ... . ..... .. .. 

2 &30 p.a. 
October 3, 1944 

2''? 
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lUll to •=•=·n IWW At J.IIICII MD *'fA 

Ia rl .. of tile roc.eU7 ......... •eprlu plae to nal't'o J•o 
trea •ts;ll\ to prerleetal C1811UO• p1- -07 till ..... of tho fell­
lac-.... to •eprlu •U.orltloo ~-- •all. all.eeulo ao _, 'M a't'ail­
-'1o w ,_. 

•on !M 0...,_.\ ot Ulo UilW 1\aWO baa 1M l 
at \!le plaa of •nprlu at!lerlUeo \o ......... \be J .. o oUll 
reaalalAC la ....,.,, \o pa\aU't'o -r~r _.., la •• pr09laooo. 
Ia 't'l .. of tile fa\o of J .. e ao WOJ'I r:atuM to pr09l•o _ .. 
t... otl:lr olUoo ~~ olallal' 1 • •• aM to rl .. of \lao app...a 
et wleter, \lao loves ; \ at \be Val W 1\a\oo baa pot I'I&OOD 

243 

\o I'OP"t \lao pre-~ plae ao a tart.taor -n of -• ea\ora~ 
Uea, til' - oztoralaeUoa IIIII' 'M aoe ... l1Me4 el\Mr • tU 
ut!le4o 'IU1qe4 at __., of tlul .. e\laeUoe la Po:LaM. or "' 
•"Jeott-c lal'p ••"oro of people \o •"•• atvl._,, Ul't 
.-,oloal la'Mr OD4 ua!17palo ll't'tac,o~Uoao la ......, .... 
~. O«<eeqaw\17• \lao VlllW 1\awo louo.._\ -•l6tn 
U ..,..._, e\o \o roala4 ••p•lea •\llll'ltlee of lta .. '­
alaeUea, ao ......... • \lao Pl'eelt.a\ of \lao VatW 1\a\H 
on liar* M, tM\ ••11-.pon -o ao paruct,.te la \laoee 
eo\o of - Pl'7 Mo.ll p ..,..t._. .... All ._ ...._ tile 
p11\ Mall obal'o \!le ,..t-...t. CUJa lll...,on. ftlo u­
teralaeUoa- ,_-uoq rMfflnM on*' 11 M4 J- • 'b7 
-"'roof \lao a.-to •onl• .. :a.u- c-t\\H ... \1:1 
Bouo of -.pro•••U't'oo •orolp .lftalro c-tuee~ roopoct­
l't'oq. 

cpCIRa tllo ao ... on.aa~ of \lao Vai'-4 ltawe. !l-or. 
reoopl- t.1ae po .. tuuv \laa\ t.1ae , ... _, plaa IIIII' ta 
f .. ~ .,_. -.. ... 1...- • ...... ..-tao -...twtu 
..U .. ~ Moa das.M. • .,...1 ... -....nu a&~r1Uoo. 
,. tM oa\oat •~ \lao plaa, 1t pat la oporau-. IIIII' .. 1 ... •* ..... •o 0.....-at of .. Vlllte4 1\atee wlU, of_,. ... 
.......... .. ftlWv ot •'* o:Lalao. Cia .. o\laor -... o!ln 14 

.. ~'•a :al of till J ... tHa Ww'JtJ••' \o ,...naolal ..... " -~ 
" . • pn1 ... w tMir~ 1'.-o·M ... oaton:lJiaUea 'ilfttore II' 

otlllrwiH ... ~~ la \laelr tMtU0 ••P"lu a\laorUloo aN 

~ ..,..lae4 at tile attu ... of \U poo,:La an4 o...r-• of 
tile VlaUe4 l•wo. UCfJOfi 

~-U• Jlora bao .._ ..W ~o l'lpM\ tile lotee :rw.s_. otttaa 
\o .. UuwiM f ...... lae --- \o IUJL*fLla\o ~ atUI'ittaa. -..w , .. _. .,,._.u .. hnl ~taft a1M ._....-nat w ta u .. 
M •tac an sp ta S;t*f.rla\o, I S. •t!III'IUoe lUI p _.. o-.r ' :la 
M .. M ..tlMlo \o tiMa. PloMo e4't'laa ..,_.._, ... ,_.. of aaU• 

..-."',... 
!III II .. CULl 1'0 Ll.CII 110. 106. 

1100..-. 
........ 1Mt 

,. 
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... ... , ., ..... 
• " at , 

........ ,, ... 
raa wftft ,.. 1111•11 -·--

W07! JeliM ..... ,.,, .. 

,.,_~, ....... c ....... ,.. --~ ... 
...... ....... , ,_, ........ - 's' 01 .. ?1[11' .. ~ .. s ,. .. A ... nz . ; - .. .. . ... . 

wl .. 
-

' 

Regraded Unclassified



C.lBIB TO Jm!ISTER JO!Ir-.30!1 , S'l'OCl!IOU., POR OU!Elf PBOiol 1r.&R RD'UQEE 80.WD . 

Ple&ae del1nr the following m• .. •a• to Rabbi Ulhelll lfolbe, 

ll Olefaaotten StruM, Stoekhola, trOll Balmla Aron Kotler alld J.br&hu 

Xalooanowita ot the Vud l!&hatzala &zoer,.no,' Co.ait tee • 

QuorB II>NEX POll RESCUE NOT LilU'lED TO !W!BIS AND lW!BllfiC.U. 
SCBOWIS . CJ.N liB OTILIZBD BY YOU lOR RESCUE WBBREVER OPPORTUNITY 
PRESENTS . VITAL YOU CO:lTACT co:;CB!lrRATIO!I C.&liP KROTINQEN POa 
RELIEF AND POSSIBlE RESCUE. IN ll.l.;P'ERE~B LI'l'llUANIA DIFFICULT 
SEND OEIEOATION PROll .AI.ZRICA. TRY ARRANGE OEIBGATION I'MSONS 
F.liloiiLIAR WITH n.'JHIVOTH AND JE!IISH CO:.JMIJ.L LI1E IN LITIIUANIJ. 
AND SECURE PERIUSSIOII THROUGH YOUR OOVERN'..$NTS INTERIIEitl'ION 
WITH U.S.S.R • .FOR FREE TRANSIT TillS DEI.BOATIO!I .FOR l'URJ'OSE OF 
COII'UCT WITH !W!BIS JJID CO!ItllNAL WDtas TO ES'WILlSII 'lfRIRE&BOtrl'S 
AND Ri.'IDER JW.DlP. BlalEJ. VOR SE!:D POOO PJ.RCBts TO XAllliJ.S .UCO 
O'l'!DlR FREED TERRIT<lRliS. UlqOOTB 

THIS IS lfBB CABlE TO STOCI.HOlli NO . 97, 

9"" ••• • 
Ootoller ), 1944 

• 

...... It- . ' ., 

2' ) 
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CABLI TO i.llllST!R IWUUSO!f, BER.•, POR .S: CIELIA:ID tBaA •!lt RiJ"1JG!l> 

ao.t.RD. 

Sample receipt card beini forwarded to American W 

Croea b)' rlre photo September 22, re :your 6263 of September 21, 

not yet received. Please follow up aa failure t o get receipt 

card• printed will automatically delay /ulloroas package production. 

THIS lS WllB CABlE TO 8ERll NO • 19 5. 

2'') 
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CABlE TO lo:INISTER HAAAlSOll AT BERN AND MeCL!LL\ND 

Reterenoa Depertment ' e No . 2046, June 14; No . :U.90, Juq 21, 

peragrapha 1 and 4. 

Paua elldenor to secure contu.&tion or report troa Po1illh 

t.ption at Se.ntillgo de Chile that Anna and Roae Ruumkin and .Eugenill 

Oorlin ere at Be1sen-Bergen. 

TillS lS 1IBB BERN CABIB NO . 196. 

:Uhl5 •••• 
October ), 1944 

• 

. . . • • • • • • 0 ••••••• • • 0. • • • • • • • ' • • •• •• 0 •• 

; 
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TO a 

Cl!IOINAL TSXT at TEIJ!IGFWl SKNT 

Secretary ot state, Waabingtoo 

AJMrican Leaation, Bern 

October J , 1944 

SECil&T 

To Harrison and 16cClelland. 

Reference J)Jpartment•a No. 2046, JWVI 14; No. 2490, 

Jul;r 21, puagrapb.e 1 and 4. 

Please endeaYOr to secure ooo!tr.&t.i.on ot report ! roa 

PoU.h Legat.i.oo at Santiqo de Chile that Ana and a-

l"rrllllc1n and Bllgeni.a oorlin are at Beleen-Bergen. 

THIS IS WRB BKRJI CABIB NO. 196. 

HtlLL 

248 
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CABLE TO llD!IST!R IWUUSOii Aim II:CLELU£1, BERI!, SWUZERUND 

Reference ia made to ;your 6445 or September 28 . 

You ~ atate that our intortation contained in Deput..Mot ' a 29JJ ot 
August 25 was received trom a person connected with a neutrel l ecation in 
Budapest . Tba place or the apecitie iMtaoce cited wee an ol4 bri ck ;yard 
in !hll1•1ral•u . Tbe tiM of the occurrence is unknown, but .. .,.. rather 
1-terial, aince th.e Hungarian Govern:oent dellied that Bunearian otticiala 
ever participated in cruelties in conneoticn with the deportations , 

For your conf14ential inforrrAtion, the legation concerned ia that 
of Sweden, and tho incident was related to Olsen by Count llernadotta , Chatr.an 
of Swedish Red Crose. 

THIS IS WR8 BERN CABLE llO . 197 

10•15 a.a. 
October J , 1944 

'' • I • • •' • • ' 
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auonw. TE17 <P !'BLI!mWI SBift 

PRCih secretary ot State, Wubin~ 

T01 .lillerlCUI Legat.ioo, Bern 

D.U'E• October 3, 1944 

!MlllElh 3404 

To 111niater l:larrboo and ltCCl• ll end , 

Ra!~nce is JUde t.o ywr 644S o! sept.uber 28, 

You aay awte t.bat. our in!onoation cootained in Depar'-nt•a 

2933 or ,luguet 2S 1IU receiwd !rca a person cOilDBCted with a 

neutral legation in Budapest, The place o! t.he speci!io ioetance 

cited 1IU Ul old brick ,ard in SudelcaJau, The tae o! t he 

ocourrence b unknown, bllt. ••- rather ~terial, since the 

~a~~~Carian ao ... rn.ent. denied that I:IWI&arian otriciala aTV 

participated in cruelti•• in cOIIDIIOtiCil with the deportati- . 

For )'Our con!idential in!onatioo, the legatiCil coocerlled 

1e that o! Sll- :len, and the inoident ,... related to OlMn by 

o:nmt Bernadotte, Cba1rlu.n o! 91Ndiab Red eroea, 

THIS IS 11RB 11!R11 C.lBIB NO, l'n • 

KtJU. 
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lefenaee ,...r 14-61 of lept.Mr n. 

(1) !be 0,1,1. h laforae4 of \he elW.Uoa. 

(a) Pl- reqv. .. t tM ooaperaUoa of \lie .. 1 .. hral,. QfflM la ,_,_ 

lac the ...... of \he followlac ....... to .. prGprlate ~ nturlU••· Yw 

lboul4 aleo e.plo7 ... cb 'llJIOfflclal cbaAaele •• •1 lie aftll.Ple to ,._ to \lie -..... 
<IJOD !be OoYe,_t of U.. Va1W ltatee bu , .. ,.... of \he 

plaa of .....,.1 .. •thor1Ue• tor_ ... tiM J .. e .un ,_lalac la 

....,eet to putaU•• work oe.pe ia the prodaooo. la •lew of the 

fate or J_. 1llbo "" r•ne4 1a pre.lou• •oath• t'J'ca otMr o1Ueo 
to olallar OIIOIPe, .,.. la •l .. or the .. ,...... or wlater, \he Goftra­

-t of \he Va1W ltate• 11M ,.,.,. r- to retaJ"d. tile pro-t pla 

u a flll'UMr -re of -• e.WnolaaUoa, for -e e.Wnl.aUoa 

~ M acco.plloobe4 ol\her liJ U.. -~ ... lo,-.4 at_,, of flaal 

4utl.aUoa la Pol.U, or '117 •'IIJeoUac larp ... 'Mre of people to 

....... .-.....rliiiiMa t, an pbJOl-.1 laMr aa4 'IIBbJceele lhlac oo,..l-

Uoae la laprorloa4 alii''• Ooa...,ntq, tile VD1W ltateo Ooftr.a 

•d cous .. ro 1t Qproprlate to realM am,.rs .. •tilerlu .. of He 

... tenlaauoa, u •IIP'eoM4 '117 tile Proo14eat of tile Valta4 ltateo " 

llarcb a., tllat liiDiqJCIPI •- wbo parUctpate la the .. aoh of ..,...7 

.a..n co ......,.ulla4 .... All 1lbo ..,.. tile ,.ut -.11 ..,...e tile 

pulebMat, CUlll IDII<IJOD, !llh ... terauauea aa ,.Ullol7 ra­

alftnoe4 .. llq al .... Jue 31 ..., --ro of ...... to hrolp .... 

latlou Coaalthe .,.. tile Bo,..e ot Bopre ... taUn• l'erolp Ufalra 

CoaaUtM, J'OIIpOOtlnlJ, 

(IJOD !be o..-t of tile Vo1W ltateo, louoter, recoplMo 

the paod'IIIU\7 tloat tile pre .. t pla ~ la tact -.e Mea na1Ya4 

to aolllen c-lu -...ltarlaa oau u 11M Mea elalaM '117 ftl'louo 

a.u.,.rt.aa •tloorlu ... to the ozteat tilet tu plaa, 1f .. , 1a opan­

u ... , .., aclllna oaela ..U, tile..._.._, of \he VlllW ltateo rill, 

of -..., rocaplM *- ftl.lU\7 of oaell olalaa, Qa tile o\ller Mat. 
lllloul4 tile r-....1 of the J-• tMa .,,..,.,, to proYlaelal _,, M 

lout a prela ... to their t.rtiler r-....1 to e:n-laatloa -tore or 

otherwhe ronU. la . . tllelr .4aatilo, •..,.rlaD oMltborlU .. · are Ml7' 
-rlea4 of tM attlW. of tile .... le .... Oon-t of tiM Val\M 

ltatae. WJI4IO!I 

(a) Pleue a4Y1M tile ;Depar'-t Uol ....-. ot \he ac\1011 taba liJ ,.,.a. 

hr 7ft!' latorMUoa, ._ ..... ,7 Llo'lloa Uol ...... 1M OUorta are 'llelae ro-

.... W to ooan7 a elallar ....... to ......... •UMrlUeo tlt.reoaF nell olluMle 

.. aft -ll.Ple \0 ~ 

!1111 II Dl _. QOLI 10, llll, 

6100 .... 
OoteMJ' a. 1164 

.... 
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COJIUO!l<* 

Jl~6 

!hh tel•ll'• -·· ... 
par_,a~.t \efore \eiac 
e-1•te4 to .aT­
other tlaaa a O...r-t 
.lce•c7. (~) 

la ea\l e f r o. Jera 64'71. hptober 39. 10 a.a. 

for US fro. Mc0lellaa4 aerial auaber llhOilld r...t 

Dlflll<* 01 CCIIIIIDJJlCU'laJ AJID DCODI 

.. .. .. .... ····· ·· ···· 

Regraded Unclassified



CABIB TO A!IBASSADOR STSINll.lRDT AND HDlXIt'.!A.'ilf, .lNIW1A, Yr.OU Til! WAR 
llUU<lEE BOARD • 

2'3 

Paue rater to ;rour !lo . 1858 or September 29 (rrnB Ankara 162) • 

.La indica tad in our circular cable or Septewbar 7tb (WllB No . 106) 
\'far Ref'ugee Board activities are to be atrictl;r lllllitad to tbe reeowo and 
relief of the rlotilu or enelrG' opprueion who are in 1w1 oant danger or 
death, that 111 , who are still in enelrG' occupied territot"7. The Board ie 
interested in t he reliiOV&l ot re.tugeea now in liberated areae onl,y in the 
event tbat their presence serves to diacourase and prevent the reaoue of 
additional refuse•• from enelrG' occupied areas . • 

' Unleee emigration tram Bulsaria i e eeeential for the foregoins 
purpose, it 1e not (repeat not) within the Board 1 s f'wlc4~, and accordinsl;r 
the Board should not in e:JJY wa;r be a .. ooiatad with projects f or such 
eai&:ration. You ~ lll&ke thie fact clear to all interested partiee . Th1e 
does not ft&ll1 honYer, that the Board abould attupt to pose judi:ent 
on euch eai&:ration projects carried on by other organisa tions or iDiividU&h. 
In this clAu of caaea it 1a the Board ' • policy neither to encourage nor 
diecourase e..S.gration activities eince the;r involve mttera c1earl;r outside 
of the Board ' s juriediction. 

T11IS IS I'IRB ANKARA CABlE 110. 114. 

10 :15 a .m. 
October 3, 1944 

. . . . . . . ' ' . . . . . . . . . . . . . . . . . 
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l)lat!'ilr.ltiOD ~ true 
reading only by special. 
arrangement (SBCRET W) 

851 

254-

October J . 1944 

7 p.a. 

The cable below tor Stei.Dhardt and lti.rachmaml 1a WRB 114. 

Please refer to TOur Ho. 1BS8 ot Septeaber 29 (liRB Ankara 162). 

~ indicated in our circular co.ble ~ September 7th (WRl! !fo. 
106) war Ret\1&'18 BOard actin ties are to be strtctlT 11m ted to 
the rescue and relief or the nct1al or ene~ oppression who are 
1D iali.Dent danger of death, that is, who are stlll in et>111117 occupied 
terri tory • The Board is interested 1D the rnoYal. ot ref"'&••• 
now 1D liberated areas only 1D the event that their presence aervea 
to diocourage and prevent the rescue or addiU>nal retugeea traa 
eneli;J occUpied areae. 

Unless emigration trom Bulgaria is essential. tor the tore­
going purpose, it ia not (repeat not) witbin the Board•• tlmct1ona, 
and accord1ngly the Board ehould not 1D arq --r be associated w1 th 
project& tor such .:l.gratim. You aaT aalce tb.ia tact clear to 
all interested parti.. . Tb.ie do88 not •an, bonnr, tllat the 
BOard ahould att..pt to peas ,.._. judpent Clll euch a1g;rat1m 
project& carried oo by other organisatiooa or 1Ddirtdual.e. In tb.ia 
clue ~cues it 1s the Board •• policT neither to encour~e nor 

· discouraae amgration act1nt1ea aince tbei ·u.:ro1 ... aiattera "cle&rl;; •· · 
outride ot the Board'• juriadiction. 

W!UI: ICIV I !0 
10/J/44 

IB 

HUU. 
(amr) 

SB 
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. .. ····· .. .. 

2:10 p.a. oct. 3, 1944 

the 1l'ar Ratucee Board requests that you deli'rer tbe follow­

ing 1111aeage to Rabbi ~on 111let81cy, 896 Serianno, llontendeo, 

tr<a Rablx1 Abrahul Kalmanow:l.ta: 

QUOTE All per lut alarming 1nf'ormat1on received by ua the 

Oeraana placed aore t lwl one bmdred bearers ot Par~ 

docum.,ta tomerl;r 1n Vi ttel under jlU"iadiction ol Oeatapo aud 

probabl;y deported them to annihi.lation camp at Auschwitz. Pl.eue 

arrange 1nlluent1al delegation to Paraaua;r aud make strong repre­

sentations that Paraguayan Qonrnment ebould 1netruct their 

ambusedor at lladrid to request good otlicee ot Spaib to strongly 

protest againet evacuation ol these people troa casp tor cirtlian 

internees and energetic all)' demand to srant them the same rights, 

prirtl.eges, and 1-mitiea which Oermarut e~t tor tbair nationals. 

Paraguay should make it clear to a..-o t hat ohouJ.d any hara befall 

thaae pc-sona Q8r11.an;r would ba held strictly accountable tor every 

lila. The Paraguayan ambasaedor at lla4.rid should diligently and 

constantly follow up t his latter until he will obtain poeiti'f8 

rewlta. !'or 70111' information United States Qo'f8l'l'll:lent is doin& 

utmost to san these paeple, but Paraguay' s direct action ia ntal. 

Vaad Habatzala a..rganoy C.-tttaa, Rablx1 .t.bralwl Jtalllanowih:tiHQUO'I'E 

1IRB diiiV d!D 
9/30/44 

HULL 
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\) I 6 ., . , ,, 
r. . ... - CORRECTl' ON 

BAS-680 
Thia tc:1t;;relll must b£ 
paraphras,.o. 'beforE bE1!_1g 
commun~oattd to anyone 
other than A GovErnment 
AgEncy , (SECRET 0 ) 

OctobEr 3, 1944 

I n cablE from Chungk1ng 152?, SEptEmbEr 29, 4 p . m. 

for Stcrttnry of thE TrEASury dElEtE sEr1al numbEr "1527" 

and 1nstrt •16271 • 

DIVISION OF COMMUN!CriTIONS ANC REC~~DS 

CSB 

~__. _____ _ 

Regraded Unclassified



COPT llO•_...J.).l..( 

OPTSL No, ~22 

Information received up to 10 A.~. 3rd October 1944, 

1 . ~ 

Yesterday French submarine torpedoed t1~ ships and probably 
a third in convoy in the GULF 01 3ALONIK/.. On 30th a U-Boat 
~~s dGmQSed by rocket rrom carrier-borne aircraft South or BEhR 
I~CD. On let aircraft damaged a U-boat in the Gre~t Belt , 
Two 7,000 ton ships in convoy from NOJm-1 RUSSIA were sun!: by 
U-bocts on 29th. 

a. un.IT..RY 
N ... i . Europe No deta1la yet :>t attack by tint u.s. ;.ray 

1n .'!.'.C!:!<s<'! area , 

~ Heavy rain bas practically s topoed operations by 
Eighth Army although Indicn Troops have mnde some 

prosreu Eut or L(SRC;.TO, i!rth • ..rey troops h:>vs ot.ptured 
IJO!IGHIDORO , 

3 , f,IR OPii'.IUI'IONS 

\'leetorn Front 1st/2nd. Thirty-eight 1Josqu1toes bt ~ .E .... F . 
attacked 34 truins in JiOU,J\D end N;,;. GEi!Mi.NY, 

2nd, 1 , 195 escorted heavy bombers deapotohed:- 890. 

u.s. att acked following obJectives through cloud:-

lol. T. \'lorks CO:u>GNE 244 tons 
!.1. T. Works and Ordnance Depot C..ssB.L 1,139 
WJAI J!lli.lmy CO!ltre.. ... . .. . . . 6ll, . 

4~? tons dropood on other t argets no ODQQ1 tighter opposition. 
13 hoa-.y bocbera and ? escorting tigbtera ~iasina. 680 eircrntt 
hllver od supplies to the continent. 129 ;:. , ;;; ,,, , ? , bo.':lbers att!lcked 
troop o.nd loiT concentrations S.!. ot . .llNI!DI 'lb1lo 853 fighters 
succoaatu11y attacked transport end shipping , 

2n4/3r4. 88 Bomber Co=nd 2oaquitou " ero sent on otrensivo 
operntione or lfhich 34 etto.oked BRUNS'iiCK. 2~ l..:'i.,n ,l, IJosqu1toeB 
onrried out offensive potrols no 1ossos. 

Ue4iterrunenn let , Operut1ons ognin roatri~ed by bud 
we e t her! aoa me4ium, light nhd tighter bomber a 

sucoaaatully ottooked communications ate., In the bnttle oren . 

OPTEL 321 not ssnt to 11aah1ngton, 

Regraded Unclassified
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