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EUROPEAN ADVISORY COMMITTEE 
FRENCH LEND-LEASE • 

Present: Mr. Vihite 
llr . Glasser 
1o!r. .Aarons 
Ur. Gunther 
.llr. Taylor 
Mr. Brooks 
J.lrs . Klotz 

January 30, 1944 
10:35 a.m. 

H.M. JR: Just a second, Harry, I have a couple of 
things from the State Department . These are the minutes 
of the meeting that you and I had when we went over there 
to discuss Germany and Russia, you see, and they are 
giving us an opportunity to correct the minutes if they 
are not correct . That is number one. 

Number two--this, of course , is so terribly compli­
cated that you will all have--there are a lot of initials, 
U.S.A.G.E. G. Uaybe Taylor gets these things. 

White, DuBois, and Luxford can read this if you 
hold it, but they shouldn 't keep it . It should come 
back . 

Here is something llr. 'Kinant asked Colonel Bernstein 
for . The Financial Division-- this is from London. 

MR. TAYLOR: The Financial Division form for 
post-war controls dismissed preventing inflation by 
referring at the bottom of JC~l067, which states that 
the responsibility remains with the German people for 
authority for price control. I would advise the 
Finance Division t~at a few more policies are needed. 

1 
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They pointed out that JCS is--I don ' t know a whole lot 
of their business--about the Finance Division. 

MR. WHITE-: I gather from what you said that whoever 
is writing the cable is insisting that the American forces 
take greater responsibility for control of inflation. 

H.U. JR: Again, if you don ' t mind, guard these all 
·very carefully. Just show them to Colonel Bernstein. I 
am raisine this before we get into another thing. The 
European !dvisory Committee has been told--this ~is all 
very confidential-- to go ahead and set up now the Tri ­
partite organization to run Germany. I told them to get 
busy now, and the same with Austria. 

~. IVHITE: They were supposed to have included France 
in it. 

H.Y. JR: They weren't this morning. It was tri, and 
so I am just raising the question that Taylor is going to 
be gallivanting around Europe with Rosenman--I question 
whether he ought to really go right away a.nd not wait for 
Rosenman, because I said, "Are you going in a couple of 
weeks'/" 

Rosenman sai d, "It will be longer than that . " 

MR. WHI TE: Last night he told us it would be the 
middle of next week. ... 

H.M. JR: Last night he said a couple of weeks , and 
he said, "It is going to be longer than that . " 

MR. WHITE: The way things are going now I think he 
ouibt to be over there . Bernstein isn' t there either, 
and Bernstein ought to be there . 

H.M.JR: You read those cables. They issued orders to 
get buu,y and set this thing up at once. 

MR. WHITE : Is your line of contacts and your posi­
tion with this clear? Isn' t there a serious problem as 
to whether you can get in on it without the Secreta1'1 
doing something? 

" L. 

Regraded Unclassified



0 

0 

3 

- 3 -

J.IR. TAYLOR: Yea, Mr. \lhl.te , we have discussed that 
before . The place to hit the European Jdvisory Commission 
is back here. I think if you, Mr. Secretary, could discuss 
with appropriate State officials that it is our desire to 
have you as financial advisor to the European Advisory 
Commission- -who would be a Treasury man? 

L!R. WHITE : They don't have any, lir. Secretary, and 
what we _do get, we get either through Colonel Bernstein--

MR. TAYLOR: •• and such gossip as we pick up around 
the halls of the Embassy. 

H.Y.JR: If you men can fix me up with a memo 
suggesting what you want, and get it to me by two o'clock, 
I will have it in Mr. Grew ' s hands by three . 

J.!R. TAYLOR: Very good, sir. 

l.!R. AARONS: It would be highly desirable . 

H.M. JR : They just suddenly woke up to the fact that 
they have got to do something. I don't think any time 
should be lost. 

llR. WHITE: And if Taylor has to leave, he can have 
one of the other men take his place while he is gone . 

H.I!.JR: Where? 

MR. WHITE: He is going to France with Judge Rosenm&n. 

H.M. JR: If he gets over there and Rosenman doesn't 
come for two weeks--

UR. TAYLOR : Later when the Judge comes I could put 
someone else in ~ place, 

H. ll. JR: Yes, yes. Is the Judge ' s lli.ssion going to 
be important? 
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MR. TAYLOR: I think the way he is sett~ng it up, 
sir, it is going to be important, because he intends to 
write a lengthy report to the President with a series of 
recommendations. And in the recommendations he said 
yesterday to Mr . ~nite he would like to include a st atement 
on Treasury reviews on problems, and state advic~ together 
with such comments he may have on them. 

tffi . ]HITE: I think part of that grew out of the dis­
cussions he has had. He raised the quest ion--he was doubt­
ful, I would say, of the need or wisdom of his going. He 
wondered what he could do and whether i t was important. 
I think he was troubled by the fact that he--there was so 
much background that he knew so little about, and he was 
stepping into territory he was unfamiliar with. I co~mented 
that the trip could be made wort h while by a very complete 
report with which Taylor would help him, and others. It 
was then that he said he would have a report and he would 
also get the views of the Treasury and the State Department , 
and include his own comment, and he would give us a chance 
to write what the Treasury views on this thing were . As 
I understood the circumstances, it would be helpful, and 
I said he would learn something and he would be helpful 
l'lhen he came back. But I gather he is uneasy about the 
purpose or wisdom of the whole thing. Did you get that? 

tm. TAYLOR : Yes . 

H.M. JR: Now, the principal thing I want this morning 
is, how do I get posted to get in on this thing that the 
Army is doing for the civilian population in France? 

L!R. W"rliTE: I think if my suggestion would be followed-­
! will begin the discussion, because I had i t up to a certain 
point, about eight months ago, when we decided the general 
princi pl es . From then on the various men will have t o . 
take it up because I am not f~liar with it . 

H.M.JR: You have fifteen mnutes. 

MR. WHITE : I think we can explain it. 
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H. l!. JR: Let ' s go. And don't forget I want a diary 
of last night, what happened on the French Lend-Lease, 
whenever it started, June, or whenever it was . I want 
twenty- four hour service on that, too, 

UR. GLASSER: Beginning now? 

H. M. JR: Beginning now. No, I want it tomorrow 
morning. 

lat. GLASSER: Right , 

H.M. JR: And you had better consult Vlith this fell ow 
Mitchell. Yes, I want it tomorrow morning. 

Go ahead, gentlemen, please . 

ILR. \VIii TE : '//hen Italy was first taken over, the 
Army began to give sup~lies to Italy and the question 
arose as to who was go1ng to pay for them. And the three 
countries--Britain didn' t want to pay dollars, and the 
Americans said they had to have the goods, and we agreed 
the country should do the buying, whoever had been doing 
the buying in certain areas. And the question as to who 
would pay would be left for subsequent adjustment , not 
after the war, but the soonest period possible to discuss 
the subj ect. That covered most of the discussion, and 
they finally let it go at that . America bought and paid 
for most of the stuff for the ~erican Army. 

Discussions merged into France, and the question was 
before State , the ~. and ourselves as to who should 
pay for how much of what was being given to these countries 
by the .army; and after many weeks, I think most of the 
discussion was settled in the following fashion with State 
conductinf most of the negotiations--conducting all of 
the negot ations . But we had meetings in which the 
Treasury position was stated, and final ly a compromise 
was made, and the decision was made to handle expenditures 
as follows : 

H.M.JR: You are talking about Italy, or France? 
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Affi . WHITE: The whole of Europe was to be treated as 
a unit. In some countries the .goods they would send were 
to be sold for dollars or gold- -gold if they had enough. 
In some cases the goods were to be sold for local currency; 
they mip~t be sold at a loss in some instances, and in 
others t hey might be given away. In some cases the goods 
came from Canada, others from Argentinai and still others 
from England in order to make it possib e for the countries 
to share in some reasonable proportion the net losses so 
that one country wouldn' t get paid gold and another local 
currency, and another country not at all . It was decided 
that the source of the goods would be determined by the 
regular administration, War Food Admini strati on, and they 
woul d say where the stuff was to be obtained. The expendi ­
tures were to be made by the country who did the exporting 
or buying. The receipt s were to go int o one large pool , 
whether it was gold or local .currency. These would be 
losses. 

The question arose as to how t he l osses were to be 
divided as to dollars and local currency. There would be 
a di screpancy, and t hat would be decided on the fol l owing 
basis: Sixty- seven percent United Stat es . I think it is 
ei~t or nine percent Canada--eight. We said we would 
st 1ck out for si xty, and they wanted seventy, so we settled 
for sixty-seven. 

6· 

The program was to be drawn up f or the whole of Europe, 
and the net losses were to be divided eventually in. that 
fashion. That is where the Treasury left it. 

H. M. JR: It is the first time I ever heard this. 

l ffi. WRITE: You may not remember it, but I discussed 
it with you whether we shoul d discu ss fifty percent or--

H.M.JR: For t he whole of Europe? 

MR. WHITE: At that time it was France and I t aly. 

H.M. JR: The whole of Europe2 

MR. WHITE: It was France and Italy. 

• 
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H.Y. JR: Yes, but--

UR. WHITE : That was the pattern we set . 

H.Y. JR : The two together? 

MR. WHITE: Yes. At the time we discussed it, it was-­

MR. TAYLOR: ••• a purely military matter. 

MR. WHITE : llaybe it was ten months . 

H.M.JR: A year ago? 

MR. GLASSER: It was January a year ago that they had 
a meeting in your office with Taft and a few--

H.M. JR : In my office? 

tm. GLASSER: No, Mr . White's office. 

H.M. JR: How do you know '!lhite told me about it? 

MR. ".\'HITE: I know; he doesn •t. I know for two 
reasons. In the first plac~ I remember discussing it with 
you, and in the second place I wouldn ' t make a decision 
like that without your approval--both excellent reasons. 
I may even have a record of it. 

H. J.l . JR : I say thi s; White has inside information, ~ 
I can' t ar~e with you. I am not questioning his veracity. 
I am quest1oning my memory. 

MR. ~~ONS: The subject came up l ast Apr il or May 
when Bob McConnell was--

H.li. JR : The surprising thing was that all expenditures 
were being pooled, not just France and Italy. 

MR. WHITE : 1hose were the two countries then available . 
The discussion of the whole questinn of relief you turned 
over to MCConnell. It was at that ioint. You asked, 
"Isn't there something he could do? 
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I said, "It is a vecy complicated problem, and he 
could dig into it." He worked with Buzz Aarons, and who 
else? 

MR. GLASSER : With me. 

MR. VfrliTE : With you and Jarons. It was at that 
point that I dropped out, so t hey will have to carry it. 
Who can take it on from there? Harolg? 

MR. GLASSER : I can take'- it on. The Army drew up a 
program they called Plan A that under certain conditions 
involved sending into Europe ten billion tons . Now, that 
meant that they would send it into not only ,'/estern Eut•opean 
countries which would pay, but they would also send it into 
the Balkan countries and Italy under the Military Supply 
Program. The U. S. contributed wheat at the rate of one 
dollar and eighty cents a bushel, and Aust ralia contributed 
wheat at one dollar aqd si xty cent s a bushel to try to 
handle that, and bill the paying countries on the basis 
of the average prices. They would average the U. S. price 
and the Australian price, get an average price, and charge 
Greece and France the same. It wouldn 't be the U. S. and 

8 

• 

the Australian, it would be the average. They got so in­
volved in the process of averaging, and the British seemingly 
objected to every suggestion for getting the proper bill to 
the French t hat they are now in a position where they cannot 
even present a bill to the French f or the goods that have 
already been shipped in. 

H. M. JR: Why not, Harry? 

MR. GLASSER: The British will not agree with our 
accounting suggestions, and we won't agree with the British 
accounting sug~estions, and the question of decidin~ how 
much has ~one 1n and at what price has become so d~rficult 
that noth1ng moves forward. 

H.M. JR : Is that military accounting, or civilian? 

MR. GLASSER: State Department accounting. The State 
Department has been conducti ng these negotiations with the 
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British over six months. Genera~ Hilldring has lost his 
temper several times and said, "lhis has got to be settled 
or I 'will stop shipping anything into Europe," and still 
State has not been able to reach a solution to the problem. 
That is only part of the problem. 

H.M. JR: Up to now--formerly it was Acheson, wasn' t it? 

MR. GLASSER: Sidney 1li tchell was handling it. 

MR. WHITE: Charlie Taft, first , under Acheson's 
di rection, and then Taft dropped out, or he had his 
assistant, Sidney Mitchell, a fellow from one of the big 
banks in New York--! forget which one. I don't know who 
handled it. 

MR. GLASSER: That is only part of the problem because 
after they submit a bill, the French have to agree to pay 
it, and they haven' t yet indicated \Vhether they will agree 
to pay the cost of the wheat, but what we'compute as the 
average cost of the wheat, including what goes to Greece 
and Yugoslavia, and so forth-- the second question arises, 
which is even a more difficult one, as to what currency 
shall they pay? Shall they pay in U. S. dollars and 
Canadian dollars, or British sterling? 

The State D~partment has confidence that if we present 
a bill and say, .We would like you to pay so much in dollars 
and so much in ste~ng," the French will not discuss the 
matter, and will be willing t o pay. We know the French 
will want to throw their full weight into sterling if they 
can, and little in dollars. ~ile they still have that 
problem, they might be in a position to distribute the 
losses as between the U. S. and the United Kingdom, but 
I see these two main hurdles in front of them even after 
they decide billing procedure, and I have a feeling the~ 
will never collect from the French, that these negotiat1ons 
will go on for years. 

H.M. JR: Is this in any way interfering with the ship­
ment of food to France?· 
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MR. GLASSER: Not unless Hilldring stops it. 

LIR. WHITE: I Sfoke to Hilldring and said, " '!his 
has come to Treasury s attention, but we haven' t been 
in on negotiations or decisions on that matter. " And I 
told him that we were disgusted with what had been going 
on and had no basis of knowing how much of the three 
hundred million dollars France would pay, and the thing 
seemed possible for us to suggest ways to consider kicking 
the whole plan out the window and starting fresh and 
making adjustments for the amounts gone, twenty million or 
something like that . 

MR. GLASSER: Fifty million on the whole up to date. 
-H.Y. JR: Would you do this, because I am going to get 

this: I think what Glasser ought to do, or somebody--you 
are going to do the history; somebody who knows it sort of 
give it to me in a couple of pages so I can study it, you 
see. 

MR. VIJIITE: I can add one fact. 
unless that thing gets settled he is 
stuff, because he has a commitment to 

The General said that 
going to stop sending 
Congress. 

H.M.JR: I thought I would call up UcCloy, if you 
think that is wise , and say that this plays an important 
part in French balances . 

MR. WHITE: It could play_, unless it i s stopped now. 

H.M. JR: And the Treasury would like to declare itself 
in on this thing. 

WR. WHITE: Hilldring said he would be delighted if 
we could give him any assistance . 

H.M. JR: It is damn nonsense. 

MR. GLASSER: The State Department tried to close us 
out of the meeting at eleven o'clock today. They have 
invited us in on this problem. 
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MR. \~liTE : This new Lend- Lease would replace that 
business if it were--

H.M.JR: Would it? 

MR. \'ffiiTE: Yes . That is the assumption that they 
get this stuff for nothing instead of paying cash. 

Another suggestion which 1 had made was, if you 
want to consider it, to lull France out of Europe, out 
of the area which is ent tled to relie~and treat her like 
any other country that has to pay for, what it wants. That 
would simplify all those problems . the only one that might 
object would be Britain, but that is the way \Ve thought 
we ought to handle this ~roblem, say that France is no 
longer in the area that 1s appropri~tely recipient for 
military relief, and she must buy just the sam~ as the 
U. s. or Canada or anybody else . She has got the money. 

0 H.M. JR: I don ' t see why France should be in the same 
cat egory as Italy anyway. 

0 

MR. WHITE: She shouldn' t . 

MR. GLASSER: They had planned that France would pay 
for everything she got ; Italy, of course, would not be 
able to . 

H. ll. JR: This gentle.man comes over from State. 
This is very confidential. He was flabbergasted at this 
table they have of approved .relief supplies to Germany 
and Austria to the extent it says here . He said they 
know nothing about it. 

MR. 'N"rliTE: A gentleman from State'? 

H.M.JR: A man from State who briefs me now. He 
has taken Yost's place . He said, "Here the Committee 
has approved a scale not higher than generally obtained 
in liberated areas, It should be lower, and not higher, rt 

He knew nothing about it, and he said he read all cables 
for stettinius . He is familia r with every cable that comes 
in, and this was absolutely new to him. 
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ldR. iYHI TE : Did you tell me that was 
table? 

H.M. JR : He said it was completely new to him. 

MR. TAYLOR: It may be new to him, but not to the 
State people. Thi s idea has been kicked around between 
Washington and London by the State people , that the German 
people are entitled to. two thousand cr.l"ories a day. 

H.M. JR: He i s supposed to read every cable coming 
into Stettinius ' office . 

UR. TAYLOR: If you recall, the reparations document 
you took to Britain \V i th you last summer stated the 
Germans should have two thousand calories a day. That 
was the State Department document . 

H.M. JR: This man- -he was talking personally-- said, 
"'l'be trouble with England is , t hey are backing the House 
of Savoy. " I almost fell out of lilY chair . 

I will say this for Stettinius : The people he pi cks 
to come over here are a breath of fresh air. 

MR. WHITE: We have a stOI"J for you on Luxemburg. 

H.M. JR : This man' s name is Reams, R-e-a-m-s. 
He has picked new men who have come up from the Consular 
Servi ce •• 

MR. WHITE: Remember the s to17 about Luxemburg that 
I mentioned to ~ou and found out why they are not combing 
Luxemburg? We think we have a story. 

H.M.JR: You people go ahead. Is there .some meeting 
i n State now? 

MR. GLASSER: At el even o' clock . 

H. J.l. JR : Who is going to go to that? 

MR. GLASSER: I was going, but - -

"2 
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H.M. JR : Harry, during the day I will see you. 

McCloy is busy, and I have got to do this other 
thing. I am going to tell him that in view of this 
whole negotiation I want you to get in on this so we know 
how much money is involved i.n this whole business. Ur. 
McCloy ought to be in on anything we do, because Stimson 
said that nothing would go through for France unless the 
General in the area appr oved • • 

MR. WHITE: I might say that practically all of the 
men here are disturbed about giving France this civilian 
goods. We have the list now if you want to reopen that 
subject sometime later in the day. 

H.M. JR : I don' t want to. I don't know what is the 
matter with you fellows ; I haven ' t got ti.me now. 

MR. RROOKS : What happened to the six ships\l The 
0 . French had six ships going--already loaded to go to France , 

and they are holding them up. 

MR. \VHITE : Isn' t General Hilldring holding them up? 

H.M. JR: Find out. 

.3 
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TREASURY DEPARTMENT 

IHTBB OFFICB COYKUNICATION 

DATB Jan. 30, 1945 

to Secretary Yorgenthau 

JIIOM l1r. White 

(__-) 

Subject : Plan i · 

In anticipation of the invasion of Western Europe, the 
basic decision was made that, during the initial period, the 
combined military rather than UNRRA would assume responsibility 
for food, clothing, medical supplies, etc., necessary to pre­
vent "disease and unrest" among the civilian population of 
liberated areas of Europe. iooordingly, Plan A was formulated 
under military auspices, listing anticipated needs for a six­
aonth.s period, the projected period of military responsibility. 
The cost of the program was originally estimated r oughly at 
$600,000,000 for the six~onth.s period, although it was freely 
predicted that this figure would reach at least $1,000,000,000. 

When necessary appropriations were secured from the 
Congress, General Hilldring stated that the liberated countries 
would be· charged for these civilian goods . The French speci­
fically agreed in Washington last summer to pay for such 
civilian supplies, using their gold and other r~serves if 
necessary. No agreement i n writing has been secured frcm any 
other recipient country although the State Department says it 
is generally understood. 

In fixing procurement responsibility for the necessary 
goods, it was i nformally decided that the United States would 
procure goods in the United States, the UK in the Briti sh 
Empire (except Canada), and the US and UK on a fifty-fifty 
basis in other countries, as supply sources are allocated by 
the Ccmbined Boards. Later, Canada came in as an independent 
party and assumed separate procurement responsibility for pur­
chases allocated to Canada by the Combined Boards . By a further 
informal understanding it was agreed that whatever the distri­
bution of actual procurement might be, any ultimate financial 
losses from non-payment would be borne 67% by the United States, 
26% by the UK, and 8% by Canada, ~ith a general reconsideration 
if anticipated losses should approach $400,000,000. It was 
generally assumed that the Western European countries would 
pay, while Italy, the Balkan countries and any Eastern European 
countries which might be supplied would probabl;y not pay. 
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The State Department has formulated a complicated billing 
procedure whiob i t has been negotiating in Washington and 
London since last spring. Among other thin~s complicating 
this procedure has been the fact that the d1vision of pr ocure­
ment responsibility entails financial outlays by the three 
supplying countries which bear no necessary relationship to 
t he agreed division of ultimate losses . The procedure involves 
char~ing the recipient governments not on the basis of the 
part1cular shipments which they received, but rather on average 
costs of t he goods supplied under Plan A by the three supplying 
countries, with adjustments necessary to achieve the agreed 
distribution of ultimate losses . The British have had an 
American forDtulation of this procedure under consideration 
since ~ovember, but no reply has been forthcoming. 

Since t he procedure being negotiated with the British 
has not yet been resolved, no bills have been rendered to any 
recipient country. To date, some $50,000, 000 of supplies have 
already been shipped t o France, about $10, 000, 000 to Belgium, 
and over $200, 000, 000 to Italy since July 1, with smaller 
amounts to Greece, etc . Shipments are now going at an acceler­
ated rate to Western Europe, while Italy continues to receive 
about $30, 000, 000 per month. 

General Hilldring has become verr impatient with the delays 
and threatens to stop shipment of cinlian supplies to Europe, 
unless bills are rendered promptly for the se supplies. 

Even when the bills are presented, we anticipat e that 
difficulties will be encountered in collecting fran the recipient 
governments for two reasons : 

1. They may object to being billed on the basis of average 
cost rather than on the basis of the actual cost of goods sup­
plied to them. 

2. They may not wish to llay in the currencies in which 
they are billed, particularly 1! they are asked to pay more 
dollars than were actually expended in procuring · the goods 
supplied to them. This possibil ity has been pointed out to 
the State Department. 

While Tre4sury Department was kept informed of the progress 
of negotiations , the State Department has taken the initiative 
at all stages . 
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TREASURY DEPARTMENT 

INTER O FFICE COMMUNICATION 

DAn Jan . 30, 1945 

To Secretary Morgenthau 

F10ow lar . Glasser 

Subject : Diary of French Lease l~egotiations, July 6, 1944 t o 
Date . 

1. On July 6, 1944, State and FEA submitten a memo­
randum to the President out l ining a lend-lease progr am for 
t he Frenoh (Exhibit A) . 

' 
This memorandum was not approved by t he f resiuent. The 

French had a copy and claimed that the President had read 
the memorandum with approval to ue Gaulle and wanted to 
negotiate on it . A:.r . 0 . if. Bell inquired at the 11'hite House 
a.na niscovereu that the .President had not approved it , had 
not discussed it with De Gaulle , and indicated t hat he did 
not want the lend- lease negotiated on the memorandum. 

2. On July 15, State , Treasury, 
memorandum to the President which the 
Jul y 18 (Exhibit B) . 

and FEA sent a revised 
r resident approved on 

3. About July 20, t his program was given to the French 
negotiators for their consineration. They refused to discuss 
this proposal and requested, and we consented, that we agree 
to negot1ate a lend- lease agreement after the completion of 
the Civil Affairs Agreement with the de facto Frenoh authority. 

4. Throughout the month of August and t he fir st two weeks 
i n September, State and FEA, without Treasury participation, 
worked on a draft lend-lease proposal t o t he French (Exhibit C) . 

This proposal went beyond the memorandum of July 15 ap­
proved by the President and therefore State submitted to the 
President at ~uebeo a memorandum requesting t he President's 
approval (Exhibit D) . 

The President consulted Secretary lAorgenthau, and after 
an expl anatory oable from D. VI. Bell arrived at ~ebeo, t he 
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President did not approve the memorandum from State and t urned 
t he matter over to Secretary Morgentbau to handle . 

5. From September 15 to about January 1, 1945, nothing 
further was done on the Frenoh lend-lease agreement . 

6. On January 5, State circulated a new draft of a lend­
lease proposal which was similar to the proposal of the pre­
vious September. This proposal was discussed at a meeting in 
Mr . Clayton' s office on January 6, at which time it was sug­
gested by Cox and agreed to by Clayton that exploration should 
be given to a master lend-lease agreement of the British-Russian 
type and that the previous form of agreement be dropped. 

On January 13, Grew wrote to Secretary Morgenthau saying 
that t he lend- lease matter discussed at ~~ebeo was dead. 
Thereafter, ooneideration was given only to the new proposal 
of a master lend- lease agreement . 

On January 18, Secretary Morgenthau wrote to the Secretary 
of State suggesting that the British-Russian type of master 
lend- lease agreement be ~iven to the French and suggested the 

<:) criteria which should gulde the formation of the program. 

0 

On January 22, Clayton's assistant sent to Mr. White a 
draft of a letter to Monnet together with a draft master lend­
lease agreement. The letter to Monnet proposed that a ma~ter 
lend- lease agreement be signed immediately, but with the under­
standing that the lend-lease program would depend upon the 
French gold and dollar position . (Exhibit E) . 

On January 23, Secretary Morgenthau wrote again to Secre­
tary Stettinius suggesting that the type of program be agreed 
upon before the master lend- lease agreement should be signed. 

On January 26, Cox submitted a proposed program for Treas­
ury' s consideration. 

On January 29, this program was discussed in Secretary . 
Morgenthau' s office with Cox and Clayton. Secretary Morgenthau 
suggested variations on the Cox-Clayton proposal s, which were 
to be further canvassed on the technical level. 

. ( 
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VARIATIONS I N FRENCH LEND- LEASE PROPOSALS 

Document : Civilian : Industrial Supplies : Long- life 
_ _ _______ : Supplies : Related to "1/ar Effor t : Indust r ial Goods 

Memorandum to t h e 
President , Jul y 6, 
1944. 

(Not approved by 
the President) 

Memorandum to the 
President, 
Jul y 15, 1944 

( Approved by the 
President ) 

Memorandum t o the 
President, Sep;­
tember 11, 1944 

(Not approved by 
the President ) 

Cash 

Cash 

Cash 

Present proposal Lend- lease 
by FEA and State 

Lend- lease 

Lend- lease 

Lend-l ease 

Lend- lease 

Credit 

Cr edit for items 
necessary f or prose­
cution of war in 
Europe . Cash for 
other items . 

Credit for all indus­
trial long- life 
goods. 

Lend-lease !'or value 
depreciated during 
war. Credit for 
balance . 

: End of Lend-lease 
: Agreement 

uEnd of hostilities" 

"End of hostilities 
in Europe and 
thereafter as de­
termined bi the 
Presi dent . 

11End of hostilities 
unless de termined 
other wise by the 
President . " 

No proposal 

Suggestion of 
Treasury 

Lend- lease Lend·· lease 50 percent cash. Hevisi on periodicall y 
50 percent credit . and after V- E Day 
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July 15, 1944 

TO THE SECRETARY: 

Attached is the memorandum submitted 
to the President on July 6 by the State 
Department without clearance with War or 
Treasury, which sets forth proposed principles 
for a financial and Lend- Lease ~reement 
wi th the French . 

This is the memorandum which t;ot into 
the hands of Alphand of the French Uission, 
before it had been seen by Treasury or War, 
and which Alphand asserted was read to 
deGaulle by the President . 

{Initialed) D. w. B. 

DWB: NLE 

!W!ISIT A 
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Secretary lJorgenthau 

Mr . Bell 

July 14, 1944. 

Atta ched is the memorandum submi tted to 
t h e President on July 6 by the State Department 
without clearance with War or Treasury, which 
sets :forth proposed princi ple s for a financial 
and Lend- Lease agreement with the French. 

This is the memor andum whi ch c;ot into 
the hands of' Alphand o:r the !''rench ::1ssion , 
bef'ore it had been seen by Treasury o r Wo.r , 
and \'hich Alphand :falsely a sserted was read 
to DeGaulle by the President. 

IJLR- ef 7/14/44 
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WEJAORANDU!.l FOR THE PRESIDRUT 

Y Subject: Summary of Proposed French Lend- Lease Arrange­
menta 

The following arrangements , approved by the State 
Department and the Foreign Economic Administration, are 
designed to establish a foundation for the supply pro­
grams now bei ng planned f or Prance, in the event that 
the French Committee is called upon to act 1n France . 

It is proposed that aid be made availabl e to tho 
French as follows: 

A. All civilian supplies would be paid for currentl y 
in cash, including those made available by the Army dur ­
ing the military period. 

B. Indus trial supplies which can reasonably be 
expected to have a post- war usefulness or a substantial 
post- war value, together with consumable industrial 
supplies not required for military production, would not 
be furnished on straight lend-lease but would i nstead be 
sol d to the French on a long- term basis of payment as 
l?rovi ded in the draft Lend- Lease Liquidation A.;reement 
(under Section '(c) of the Lend- Lease Act) recently pro­
posed to tho Hussians . Tb~ broad principles of this 
agreement were approved by you on March 7• 

c. Supplies required by the French 1·orces and con­
sumabl e industrial supplies and equi p1nen t required for 
such French military production as may be desir able 
would be transferred to the French as stra16ht lend- lease 
during hostili t ies. After the cessation of hostil i t ies, 
however , such supplies and equipment, to the extent that 
we had agreed to make them available and had them either 
in inventory or under contract, would be delivered and 
paid for on the same basis as item in B above. 

On their part the French would make aid available 
to us as follows: 
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A. Supplies , services, and facilities required by 
our f orces either in French territories or elsewhere (to 
the ex~ent that French territori• s are the most practical 
source of supply) would be furnished as reverse lend- lease 
aid. 

B. Strategic ma terials from French Colonies required 
by our war i ndustries would also be made available on 
reverse lend- lease . 

c. French currency , in amounts judged necessary by 
appropriate American of ficials to provide reverse lend­
lease aid by means of cash purchase whenever official 
methods of r equ isitioning are i nadequate , would also be 
provided by the French under provisions similar to the 
franc deposit account set up under the terms of the Modus 
Vivendi in French North Africa. If desi r able , liability 
for all currency expended in France to procure i t ems 
qualif')1ng as reverse lend- lease , including currency 
issued under the authority of the Supreme Allied Com­
mander, would be assumed by the French Comm1 t tee as a 
part of the currency and deposits to be made available as 
reciprocal aid . 

If you approve these arran~ementa , discussions with 
the French Committee in regard to the agreements necessary 
to put them i nto effect could start i n the near future . 

SR: HHV: EEB 
7/1;/44 

WEA EH EUR WE LA 

Regraded Unclassified



' , 

{) 

0 

0 

July 15, 1944 

SECRET 

LIEMORANDUM FOR THE PRESIDENT 

In deal i ng with the French representatives here, 
they insist upon having an outline of what we expect to 
do in respect of mutual aid f or Continental France . The 
attached is a revised memorandum on the subject, for 
presentation to the French, which has received the 
approval of State, War , Treasury, and PEA. We believe 
this program will fully promote war ob jec.tives and a t 
the same time pro tect United State s interests. V/e hope 
for early consideration and decision as the French will 
delay agreement on civil administration snd currency 
arrangements until mutual aid question is clarif ied. In 
any event , final texts for lend lease and mutual aid 
will have to be worked out in detail and submi tted to 
you for approval before closing with the French . 

On July 8 I submi t ted for your information a 
memorandum outlining the gener al basis on which we sug­
gested lend lease arrangements with the French would be 
negoti ated. It i s my understanding that you ~id not 
di scuss the contents of the July 8 memorandum vtith 
General de Gaulle . '!be reVised memorandum wh i ch is 
attached outlines the lend lease arrangement along some­
what narrower lines than were proposed in the July 8 
memorandum. Specif ically, the eligibility of consumable 
industrial goods under lend lease is t i ghtened, and in 
point of time the proposed arrangements are tied 
generally to the end of the war in Europe rather than 
to the end of hostilities with all our enemies. 

While as sta ted above, FEA approves the attached 
memorandum, FBA states that it still prefers the July 8 
draft . 

Attachment: 
Memorandum dated 
July 15, 1944. 

BXHIBI'f B 

. . 
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I . The United States Government proposes that aid be 

made available for Cont inental France on the 

following basis: 

1 . Equipment and supplies for the French armed 

forces and short-life industrial and maintenance 

articles and materials f or et~lplo'YDlent i n French 

war production or communications, to the extent 

approved as necessary milit ary aid, would be 

u 
furnished under straisbt lend-lease until such 

t i me after the end of hostilities 1n Europe as 

the President may determine to be necessary 1n 

the war ef fort . Thereafter, such equip~ent , 

supplies, articles, and ma t erials, to the extent 

that the United St ates Government had agreed to 

mo.ke them available and had them either in 

inventory or under contract, would be delivered 

l and paid for on credit arrangements under 

Section ~(c) of t he Lend- Lease Act. 

2 . Long-lite 
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Long-lire industrial articles and materials 

for French production essential to the 

prosecution or the war in Europe or to the 

support , supply, and protection of All ied 

armed forces in tho immediate period follow­

ing the end of hostilities in Europe would 

be furnished on credit arrangements under 

Section 3(c) of the Lend-Lease Act . 

All other supplies furnished by the United 

States Government would be paid for currently 

in dollars . These would include suppli es furnished 

under Plan •A• . If the aount or dollars 

acqUi red by the French authorities on account 

of troop pay is inadequate to pay for such 

supplies , the French authorities will use for 

this purpose the gold now held 1n the territori es 

under the control of the French authori t i es and 

auch other gold and dollar aaaeta as may be or 

m.,- become available to the Frmoh authorities . 

II . It 

2G 
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II. It ia p r oposed that tho following types of assistance 

would be made available aa reciprocal lend- lease aid 

from France, and all territory under the control of 

the Conwittee, to the extent that they can be moat 

effectivel y procured therein: 

1. ~ilitary equipmen t , munitions, supplies, 

materials, services, projects, and faciliti es 

tor the United States armed f orces , except for 

the pay and allowances of such forces ; 

2. Such materials required for use 1n war i ndue-

tri os of the United States , as the Commi ttea 

may be 1n a position to supply; 

~ . In exceptional caaea, and particularly 1n 

caaes of local procurement ot supplies, where 

it is mere practicabl e to secure such reciprocal 

aid by direct purchase , French francs will be 

uaed for this purpose, and tho goode eo pur-

chased will be consi dered ae reciprocal aid. 

III. It 
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III. It would be agreed t hat the United States would 

undertake t o replace or r etund 1n dollars, the 

coot or any articles obtained trom the Committee 

ae reciprocal aid '.Vhich h ave b een imported at t h e 

coa t or the Committee and which can only be 

r epl aced f r Olll sources other than France and 

t erritories under the control or the Committee. 

'l'llla does not apply to component parte or component 

0 
material . 

--
0 

• 
BB &L'l'lh SAihmoo 7/15/44 
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0 .,... Sept,. 25. 19M 

.. Note for tbe FUea1 

Diacuased this witb the Secretary 
tbie afternoon and he directed that 
we dt tight on itJ and if State 
Depan-nt presses for an answer to 
inforw thea tbat the matter is on 
tbe Seeret.arT' e deak. 

H.D.ll. 
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DEPARTMENT OF STATE 
:o 

r .. ~· · ··· ··· · ·· • 
Diviaion of Financial and Monetary Affairs 

September 20, 1944. 

To: Mr. T~~r, Treasury 

From: Mr. Reinstein, FMA. 

1
' In aocordano~ with our conversation this mo~ning 

there 1s attached a copy of the sixth draft (r evised) ot 

the French lend lease agreement. I am also attaching 

a copy ot the memoranduavbtoh the Department sent to 

the President on th1e subject. 

Enclosures: 
1. Sixth draft. 
2. Copy of memoraa dua 

to President. 

FMA:JJReinatei n:Jco -~i 

~ q-1< 

EXHIBIT C 
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~REEMEtiT ..Q.N MUTUAL t.I,!! 

The Gover nment or the Un1 t •:d States and the Fz·ench 

Comm1 tt e e of Na tional l.tbeJ•at1on, deal rous ot rendering 

each other the mutual aid nece soary to the prosecution ot 

the war, ar e agreed upon th; fo'.low1ng Agr~emont on 

Mu tual Aid wh\ cb will, fotlo wlng signature , be appl1~ab\ e 

1n all ter~·1tory under th11 author1ty of the Fr~nch 

Co1umittee ot Nat1onat L1ber a tlon: 

ARlli_L£.!. 

All a1d undertak !n t o b e p Nv1deO by the Un1 t ed Stu tee 

ot America under this Agr~ement shall b e made &Ya!.lable 

under t he a ut hority a nd subJect to the t erms and condlt~ons 

of the Act or Congress of March :1.1, l941, 111.1 amended,. and 

th~ appropriation act s tner~under. 

ARTICLE 11 

The UnU ed z•ate.; ·>f ll.meri~..a t;lll continue to provide 

suon d ef ense articles, ser vices . and informa t ion for the 

French armed for ces (including Fr t nch Forces of th e 

Interior) and such short-life artlcles tor Frencn war 

proOuctlon , tranaportatlon , Gommun1oations or otller fac ili­

t i es, as t h e Pre sident of the United States of Amer1oa 

may authoJ•1 te to bs prov1ded under this Articl e 11 as 

neoeeaary military a~d, until a d etermination by the 

Pree1dent that t :-.1• a1d provided for tn this Agreement is 

no 
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. mu4 SSXt h ~r tt - 9fWH . 

~REEKEllT ON MUTUAL #>ID 

The Oovex·n111ent Qf the Un1 t •1d States and the French 

Committ e e of National l-iberation, des1roua of rendering 

each other t he mutual aid neces s ary to the prosecution or 
t he war, are agreed upon th~ fo'.low1ng Agr~etDent on 

Mutual A1d wh1 ch vlll, followlng elgnature , be appli~able 

in all territory under the authority of the Fr~nch 

Committ ee ot National L1berat1on: 

ARTICI..f..l 

All a1d undertak ! n to b e provi ded by the Uni t ed State s 

of Amer1ca under thla Agr~ement Bhsll be made a•a1lable 

under the authority and subJect to the t erms and condlti ons 

of th e Aot ot Congrtse of March 11, 1941 , aa amended, and 

the appropriat ion acts tner~under. 

ARTICLE 11 

The Un\ted Ztates of tt.merlc.• 11~11 conttnue t o provide 

sucn d ef ense article s , s ervices, and information for the 

French ar111ed forc es (including Fr ench Foroee of th e 

Interior) and euoh ahort-l1fe articles for French wal' 

production , transportation, communications or other fao111-

ti ~e , ae the President of th~ United States of Amer1oa 

may authOJ'it,e to be pr ovided under thi s Article Il as 

neoeaeary military a id, unti l a deter~~~1nat1on by the 

Pree1dent tnat t:'".t• a id provided for tn tills Agreement 1e 

no 

31 
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no lon~er neceeeary 1n tht pr •oeeutio~ of the waT 

&1d to be !urn1shed und er th\r Artlcle II ~hall not 

'I'll I' 

incl ude pay and Allowances of French forc~o or ~dmin\e­

trat1ve e~penBes. 

The t1no1 d ete:r•o\nntlon of th e termG &nd Ct)nd1t1ono 

\IJ)'ln •'hi ell th11 ~'J•ench Oo1ntoU tee or N11 tlon" \ l. lbt~retlon 

:receive s a 1d under th1o Art1o\e ll , one of t he ben~!l t fi 

t., be received by tile Un l.ttd State d or Amt'r l oa 1n l'l'turn 

th erefor. ehall be d eterred until the e~ttnt or c.uch 

l en<l-leaet aid ond reclproeol aid in l!.nr ~·n vml u:~tll t il t 

t• r >gre ll& o f events ma~en clcoerer t h e hnel t t" rmL and 

eond 1t1one end benot1te vhioh wil l be tn toe mutual l nt l'r -

I' ll to nf the tln1 ted :Jtote11 ot J\mer1ea nne >':·an of!, ~nf. 

0 w\ \l prom-.>te the est&b~1uhment an d ma\n'ter.llnce of "''wl.d 

~V' 

c f/' l.P' -

pe'lce . 

il1tlan ouch ptr1ods aa ID IIY bt authorized by LI'V, 

otter the 

Ste.tea ot 

c rterm1nat:on by th~ Prr sldPnt of tn• ~nlt ~d 
~ 

Amt'r 1ca that the n\d provl ced for 1n t hle 

A~rt' ement 1s II_!> longer neol!oPIJI·y i n the pros eoutton of 

th& wa~, the United fltotu os' Amer1CII und e r taltef to 

transfer and the French Comm i ttee <:>! Nat1onal Ll b t>::'&t1on 

unJerta.<.es t o aooept, un<ler the ter m$ .Jf t his AJ•t1ct e U l, 

auob qU4tnt1ttl't: of th !' artlcl e n and matel'iah 1nc\ udttd 

tn the categor1e e l1ste~ 1n Bchedul l' 1 ann t'xed to and 

4:) made a part of tlllo ~r~em~nt, a n tn~ Uni ted State~ or 
Naer 1ca 
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America shall have agreed to make available under 

Article II or this Agreement, ana shall have Dontracted 

for or shall have in inventory but Whlch shall not have 

been transferred to the French Committee of National 

Liberation prior to oaid determination. 

The French Committee of National Liberation under­

takes to pay the Government of the United Statea of 

America in d?llars for the suppl ies transferred under the 

provieiona of this Article, an amount to be determi ned 

as aet forth in Schedule I or this Agreement , and interest 

thereon, according to the terma .and ccndltions eet out in 

that Schedule, 

Prior to said det ermi nation by the President, addi­

tional categories may be added to Schedule I !rom time to 

time by mutual agreement of the parties. When ao added, 

the !1nanc1al arrangement a set forth in Schedlle 1 ohall 

apply. 

ARTICLE IV· 

Within such perioda aa may be authori~ed b7 l aw, 

the United Statea or America undertakes to transfer and 

the rranch Committee or National Liberation undertake• to 

accept, under the terma and conditione or this Article IV, 

the long-life defense art1clea and other defense article• 

wbiob the Prea1dent or the United States or America m&7 

<:) author1&e to be provided under tbil Article IV, and ~1cb 

•ay b7 •utual agreement be included troa tiae to tiae in 

Schedule II 
Regraded Unclassified



.. 

• 

0 

• 0 

-4-

Schedule II annexed to and made a part of this AKreement, 

and which the United St•tes of America shall have con-

34 

traoted for or shall have in inventory prior to the 

determination of the Pre~ident of the United States of 

America that the aid provi ded for in this Agreement is no 

longer necessary in the proaeoution of the war. --
(. 

·The French Committee of National Liberation under-

takes to pay the Government of the United States of America 

in dollars for the supplies transferred under the pro­

viaiona of this Article, an amount to be determined as 

eet forth in Schedule II of this Agreement, and interest 

thereon, aooordlng to the t erno and conditione eet out in 

that Schedule. 

Prior to .eaid determination by the President, addi­

tional categories may be added t o Schedule II from time 

to time by mutual agreement of the parties. When eo 

added, the financial arrangements eet forth in Schedule II 

lhall apply. 

ARTICLE V 

The French Committee of National Liberation shall be 

releaaed from ite obligation to accept supplies under the 

proviaione of Articlee III and IV upon the payment to the 

Governaent of the United Statea of any net loeaea to the 

<:) United Statea, 1nclu41ng contract cancellation chargee, 

reeulting 
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reeulting from tbe determination or the French Committee 

or National Liberation not to accept such supplies. 

Delivery or any supplies under the provisions or 

Artiolee III and IV may be cancelled by the United States 

without ooet to the French Committee or National Liberation 

whenever the President of the United States shall determine 

that it ie in the national interest or the United Statee. 

ARTlCL£ VI 

All other euppl1ee r'urnithed by the Government or 

the United States or America, under authorization of the 

Pree1dent, to the French Committee ot National Liberation, 

including civilian euppliea furnished to Continental rranoe, 

will be paid tor currently in dollars • 

• AR'l'ICLE VJI 
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ARTICLE Vll. 

1 •. The French CollllD1ttee of National L1berat1on, 

retaining the right of t1nsl dec1s1on 1n ee.ch case 1n 

the light of 1ts potentialities and responaib1litiea, 

will provide the United 3tPtee of Amtri cs, or its ar=ed 

forces, with the follov1ng types of assistance sa 

rec1procl!l a1d from France and all territory under the 

authority or the French Committee of National Liberation 

~en 1t is found that they osn be most efrectiv~l.Y procured 

therein: 

(~) Military equipment, munitions, and ~ilitary 

and naval stores; 

(£) Other supplies, m•teril!ls, facilities or s ervices 

for United Ctates for ces , except tor the pay, 

allowances , and other emolwnents or euch forces 

and tbe sdm1n1stra tive expenses or American 

H1aeions; 

(£.) Duppl1e P, naater lala, tac1li t1ea or storvices, 

except tor the wa~es and ealar1ee or United 

Dtstea ci t1 zen a, needed 1n the construction or 

t41l1tary proj.,ctR, tasll.s, and s1mill!r cap1 tal 

work.s r toqu1recl 1n the cooomon war effort; 

(£) Cettlement and payment of nppropr1ate c1v11 

claims arising in Fr.,noh territory sr,s lnet the 

United States and 1ts armed forceR, employees, 

and officers; 

(!,) Shlp 
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(!) Ship ballast, 1n order to ••~let ln obtaining 

max1aua eff1 o, enoy ln the uae ot ah1pp1ng; 

provided, however, tha t any net proceeds r esult­

ing from the eel e ot euoh balleat ehall be paid 

to the French Coma1tt ee ot National Liberation; 

(!) 3uoh other suppl1 se, materi als , faoil1tiee or 

services as mer be agreed upon ae necessary in 

the prosecution ot the war . 

2. In order to obtain the r ecipr ocal a1d undert aken 

to be provide~ i n this Article VII, it i e agreed thet , in 

eo tar ae may be practicable , requleltiona will be 

accept ed from duly authori zed r epreeent at1vee of the 

United States, or ita armed t oros e, by officials desig­

na t ed by the French CoMmittee of National L1beirati0n, 

who will be eetabl1ehed a t conveni ent locations . 

3 . While the French Committee of National Liberation 

r etains the right o f f inal deoieion 1n the l ight of i t e 

own potentialities and reeponeibilitiea, decisions ae --t o the moet effective uee ot reeouroea shell, eo far as 

poaaibl .e , be made i n oo1111on, purauant to oo!DIIon p !.ane 

for winni ng the war . 

AATICU: VIII 

In order to taoil itete the procurement o f the 

euppli .. , material•, fao1l1t1ea, 1ntormat1on, and aer·­

vioea covered by Articl e V1l, by permitting their direot 

4:) purChase rather than their procurement by the aethode 

contemp:.ated 

37 
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conte~lated in that Artiole, during the period or 

militar y opt r at1one and until euoh time ae the orticial 

agenoiee ot the French Committee ot National Liberation 

are abl e to provi de euch r eciprocal aid in the menn•r 

contempl ated 1n that Ar ticl e, the French Committ ee ot 

Nat i onal Liberation agrees to make available to designated 

ott1oere ot the United State~ Oovern.111ent euch French 

currency or ored1te ao may be needed for the purpoee . 

The French Committee of Net1onal Liberation will be 

kept informed, i n a manner ae compl et e and regul ar ae 

poeeibl e, or all expendituree made with euch French 

currency or ored1te . 

ARTICLE IX 

The United Statee or America will make current 

payment 1n dollere to the French Committee of National 

Liberation t or the equ1va1 ent ot the amount or French 

f r ance advanced to the United Sta tea Government by the 

French Commi ttee of Na t i onal Liberation under Article VII I , 

or other arrangemente , and expended by t he United Sta t ee 

Government 1n Continental France,and other terri t ory 

under the control or the ~ranch Committee cf National 

Liberation, t or the net pay, a llovancee, and other 

.. oluaente or the United Statee arwed toroee in 

Continental France and tor purpoaea other then t hoee 

treated •• reo1prooel aid under Article VIIherecr . 

The 
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The Government ot the Unlted Stat~e ot Am~rioa 

a l ao undertakee, in 1te option, to replace in kind, or 

t o retund in dollars the ooet ot , any srtiol~e obtained 

i n Continental France, e1ther by r~qu1e1t1on or by 

purohaee ~ith trance advanced to the United States 

Government by the French Committee ot National Libera tion 

under Article VIU,or under oth~r arrangeMents , t o the 

extent that auoh art1c~ ee r equi r e current replacement 

b7 dollar purohaeu t roca ecurcee other than France and 

t erritori es under tho control ot the CoD81ttee . Th1e 

paragraph w1ll not appl;y to co11ponent parte or oo~:-. ent 

caater1al or art1olee turn1 ehed ae r eciprocal a id, 

ARTICL£ ~ 

Adequate r ecorde will be kept ot all goode and 

aervioee del~vered ae lend-leaae aid and reciprocal aid 

under thie AUeement . 

ARTI CLE XI 

The French Oocaai ttee of National Liber ation wil l 

not, without the coneent ot the Preeident or the United 

8t atee or Aaer1oa, traneter titl e t o or poeaeea1on or 

an1 defenae art1ol e or detenee intoraat1on traneterred 
' 

to it under Article II of th1e Agre .. ent , or permit tbe 

uae thereot ~ anrone not an officer , eaplCJtl, or agent , 
ot the rrenoh Comalttee or Mat1onal Liberation. 

!!!.ICIZ XU 
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4R'l'ICU: Xll 

If , ae a result of the transfer t o the French 

co .. ittee of National Liberation of any defense articl e 

or defense 1nformat1on , 1t becomes neoeeeary for the 

French Committee of National Liberation to take any 

action or make any pa)uent 1n order ful ly t o prot eot any 

ot the r1ghta of a c1ti~en of the Uni t ed Stat~e of 

Amerioa who baa pat ent rights 1n end to eny such defense 

artiol e or information , the Fr ench Committee of Rational 

Liberation wil l take euch action or make suoh payment 

when requeeted to do eo ·by the Prn1dent of the 

United Stat es of America . 

ARTICLE XIII 

The French CoiiiiU1 ttee of National Liberation will 

return to the United States of America, whenever 1t i a 

determined by the President of th e United Statee of 

Amerioa to be in the national intereet of the United 

Statee, such defense articles traneterr ed under Articl e II 

or thie Agreement ae ehall not have been destroyed, loet , 

or coneumed, and ae 1hall be determined by the Pruident 

to be uaetul 1n the defenee of the United States of 

Aaar1ca or of the Weatern Hemiephere, or to be otherwi aa 

of uae to the United Statee of Aaerica , 

ARTICLE XIV 

In the final determination of the benefitt to be 

pro•i4td to the United Stat .. of Aaerica b.J tbe French 

Oo .. lttee of latlonal Liberation. full cognizance thall 

:o 
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be taken ot a l l prop~rty, eervi oea, information, facilit1~a , 

or other benefits or conelderatione provided, subsequent 

to Maroh 11, 1941 , by the French National Co~ittee , by 

the French Civil and Military High Col'lllland or by the 

French Co~lttee of National Liberation, or provided 

otherviee, and accepted or acknowledged by th~ Preaident 

on behalf of the United States of Ameri ca . 

ARTICL§ XV -
In the flnal determi nation o f the benefits to be 

provided to the Unl. t ed States of Amel•ica by th e French 

Committee of National Liberation in return for aid tur­

niahed to the French National CoMmittee, the Frenon 

Civil and Military High Command, and the Frenob Co~ittee 

of National Liberation under the Act of Congre pe ot 

March 11, 1941, and under that Act as amended , the 

te~i and oonditiona thereof ehall be euoh ae not to 

burden commerce between the United 3tatee of America 

and France but to promote mutual ly advantageoua economic 

relatione between them and the betterment of world-vlde 

economic relatione. To that end , the United States of 

Am~rioa will p ropoae inoluaion of prov1aion tor agreed 

aot1on by the United States ot America an~ Franca, open . 

to partio1pat1on by all oountriee of like mind, directed 

to the ixpane1on, by appropriate international and 

doaeet1o aeaauree, ot pro&ot1on, e~~~plo111tnt, and the 

exchange and ooneuapt1on ot soode whlob are the material 

!ounc1et1one 
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foundatl.ono of the Hb~rty and welfare of all peopte e; 

to the e l1m1nat1on of lll f •Jnoe of d1 !'cr1m1nat?ry 

treatment 1n 1nterna t1onal commerce; to the r eductl.on 

or t arl.ffs and o th t>r trade bal'r 1~>rA; and, 1n g~nerat , 

to t he at t ainment of all the econom1o obj~ct1v eo n~t 

f orth 1n the Jo1nt Deolarat1on mad ~ on Augus t 1~, 194~ , 

by the President of tht- United Stat~e of Amertco and 

the Prime Mtn1ater of the Unl.ted Kingdom , 

•RTl CL£ XVI 

Th1a Agreem~nt ahall r eplaoe the Agreement w1th 

t he French Nat tonal Comm1 tte e datrd Sept ember :<., 19~ :?, 

end the Modu c Vivendi ·Atl;reement ~1 1th t he French t:omm1tttl' 

ot National l.i ber a t1on detl"d !leptembf'r 25, 191:! . lt 

uhall tak e eff~ct a a of JunP 6, 1944 0 except that in 

oo f ar ao ita provi e1one cupers l'dl' the ~N·em~>nt s of 

September 3 , 1942, and Septembel' 25, 194~ . tt !!hall 

b e oon~1dered to t ake effeot a n of June 30 , 1944 . l t 

ahell oont t nue 1n f orc e unt1l a~e to b e agreed upon . 

Signed at 'lla th1n~ton thl.c _ __ day of -·- ---

For the Gov er nment of th~ Unit ed St a tes of Amertca: 

For the Fr~nch Committ ee o r Nati onal L1b erat1on; 

'2 
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SCHEDUU: 1 

The termo and condltlone upon whloh the art1olee 

in the categories listed below are to be transferred by 

the Government of the United States to the French 

Committee or ~at1onal L1berstion under the proviaione or 

. Article lli or this Agreement are as tollowe: 

A. Unless otherwise provided by mutual agreement, 

tran~tera or 1upplies shall take place , and title and 

risk or loss shall pass t o the French Committee of 

National Liberation, immediately upon loading or the 

supplies on board ooean vessel in a United States port; 

provided, that those suppl ies which , prior to the end or 

the peri ods authorized by ltV referred t o in Article Ill 
' ot the Agreement, shall have been delivered by the con- · 

tractor to the United States Government and shall not 

have been tranaterred to t he French Com~ittee or National 

Liberation as above set rorth, shall be traneterred, and 

title and risk or loss shall paaa to the French Committee 

or National Liberation , upon the last day or such periode. 

B. The amount which the French Committee or National 

Liberation ehall pay to the Government or the United 

Statee tor eupplies transferred under the prov1e1one or 

Article Ul or thia Agreeoent, ahall be the sum or the 

following ltSOI, as determined by the President Of the 

United S\ates, or an officer or the United States 

Government deeignated by. him: 
\ 

1 . The 

~3 
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1. The pri ce or the suppl i es, ~hich ehall be 

determined ae follo~e: 

(£) In the case or standard suppl i es the 

price ehall be the current sale price or the 

adJusted contract pri ce , whichever is lower; 

provided, that 1n the event the current sale 

price ie not determined, the price shall be 

the adJusted oontraot price less five per oent 

of such adJueted contraot pri oe. 

In the caee of non-standard auppliea 
, 

. ~hich shall have been delivered t o the 

United Btatee by the contractor prior t o thirty 

days f ollowing the date or the de t ermination 

by the President that the aid provided for in 

th1s Agreeoent is no longer necessary in the 

prosecution or the war , the price ehall be the 

current tale price or t he adJuGtsd contract 

price , whichever ie lower; provided, that in 

the event the current sale price i e not determined, 

the price ehall be the adJueted contract price 

lees five per cent or euoh adJusted contract 

price. In the oate or non-standard euppl iet 

which ahall have been delivered to the United 

Btatee b7 the contractor eubsequent to thirt7 

4&1• following the atoreeaid date or the 

determination b7 the Preeident , the price ehall 

be the adJueted contract price. 

'rhe 
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The de t erc1nat1on or the said pr1os of 

suppl1ee b~ the President, or an offioer or t he 

United Statee Government designated b~ him, shall 

be made in accordance ~ith the following definitions& 

The term "standard supplies• shall mean 

those supplies which have been contracted t or by 

the United States Government in accordance with 

standard United States spsci f i cationa. The term 

•non- standard ouppl iee• ahall mean those aupplies 

which have been contracted for b~ the United Statal 

Government in accordance with non-st andard 

United States apocifica~ions. lt 1s underetood 

that those supplies which are standard exoapt for 

minor non-standard features, attachments or ad-

Juetments shall be deemed t o be standard euppl1es . 

The ter m "adJusted contract pri ce• ehall 

mean the contract purchase price r . o.b. polnt or 

or lgi n pald by the United States Government to 

t he contrac t or, leas five per cent of such con-

tract purchaee price, or, if euch contract pur­

ohaae ~rice cannot be determined for the particular 

supplies tranaterred, t he estimated average 

contract purchase price r . o.b. point of origin 

paid by the United States Government tor e1m1lar 

auppliea during a perlod of three monthe prece41ng 

the atoreeald date or the determination by the 

Pree14ent 
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President of the United States, lees five per cent 

or such average contract purchase price. 

The term •current sale price• or particular 

standard or non-standard supplies transferred to 

the French Committee of Uational Liberation shall 

· mean the price at which similar standard supplies 

of comparable quallt~ and in comparable quantity 

have be.en sold by the United States Government, 

at or about the time or transfer of the particular 

supplies t o the French Committee of .National 

Liberation, to an~ foreign or domestic bu~er. 

It is unders t ood that "foreign or domestic buyer• 

shall be deemed to exclude United States Government 

agencies , States and political sub-divisions 

thereof , United States public, charitable , or 

educational institutions, relief organizations, 

and any persons or organizations ~hich may 

purchase supplies on special financial terme 

provided by law; 

2. Fifteen per oent or the contract purohaee 
rr.1QII.,9f tbe Jllppl1oe f . o . b• point of origin , to cover in-

land t ransportation , storage , and other ohargoa, or lf such 

contract purchase price cannot be determined for the parti­

cular suppl ies t ransferred, 16~ of the estimated average 

contract price f . o.b. point of origin, paid by the United 

States Government for s imilar supplies during a period of 

_three months preceding the aforesaid date of the determina­

tion by the President of the United States. 
C. Payment Regraded Unclassified
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c. Payment of the total amount determined, aa eet 

forth above, t or all supplies traneterred under the pro-

viaione or Article Ill of thie Agreement, ehall be made 

by the French Committee of National Liberation ae tollowa& 

1 . Commenoing five yeare after the date of 

the determination by tba President that the aid 

provided tor in thil Agreement ie no longer neoeeaar7 

i n the proeeoution of tbe war, tbe rrenoh Committee 

ot National Liberation will pay aaid total amount 

in twenty-11x annual inatallmenta in aooordanoe with 

the following table: 

Number or 
Annual 
~netallmentl 

Percentage of Total Amount 
due to be paid aa an Annual 
InPtalla!!mt 

Total 

2. All or any port1one or t be amo'eM-:t.o be 

paid hereunder may be pa1d by the rrenoh Committee 

ot National Liberation 1n advaooe or tbe"datee 

agreed upoh 1n the foregoing tabla. 

~. It, by agreement ot the United 8tatae ot 

Amer1oa and t he Frenoh Committee ot Rational L1ber ... 

t1on, it ia detere1ned that, beoauae of extraordin&rJ 

n 
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and adver·ae economic cond1 t i on s arising during t he 

oouree or payment, the payment of a due installment 

would not be in t he Join~ interest of the United 

States and t he French Coooittee of Nati onal Libera­

tion, payment may be postponed for an agreed upon 

period. 

D. Interest on the unpaid balances of the amount 

determined under paragraph B above for any auppliea 

traneferred under the provieiono or Article III of this 

Agreement, shell be pai d by t he French Committee or 

National Liberation, irrespective of the t1me when the 

determinati on of aa1d amount io cade , at the fixed rate 

of t wa and three-eighth& per oent per annum, tram t he 

first day of the mont h f ollowing the month in which trans­

f er took place, Interest shall be payabl e annually, the 

f i r et payment t o be made upon the expiration or t welve 

months fol lowing the l est day or tha mont h in which the 

President hae determined that the aid to be provided here­

under ie no longer necessary in the prosecution of the war; 

provided, that in respect of supplies f or whioh said amount 

hae not been determined ae a bove set f orth prior to the 

time when interest would be payable on euoh amount, if 

determined, interest trom the firet day or t r.e month fol­

lowing the month in whi ch traneter took place ehall be in­

cluded 1n the annual 1ntereet paymente, provided tor above, 

following the time when the aaid amount hal been determined. 

* • • • • • • • 

'fhe oategoriee or a.rUclea referred t o i n Art1ole Ill 

ot thla Agreement are as r ollowa: 

48 
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SCHEDULE II 

The tel'llla and conditione upon which the euppl1ee 

listed belov are to be transferred by the Government ot 

the United States to the French Committee ot National 

Liberati on under the provisi ons ot Art1ole IV ot thia 

Agreement are ae tollowet 

A. Tranetera or supplies shall take plaoe, and title 

and rie5 or lose shall pa se to the French Committee ot 

National Liberat i on, upon the eame ter=s a s are eet out 

1n Schedule I annexed to th1s Agreement. 

B. The amount which the French Committee ot National 

Liberation shall pay the Oovern1oent ot the United Statea, 

tor euppliee t ransferred under the provie1one or Artiol~ IV 

ot thi1 Agreement, shall be the sum of the following i tems , 

ae determined by the President ot t he United States, or 

an ottioer ot the United States Government designated b7 

h1a: 

l. Tbe contract purchase price paid b7 the 

United States Oovernaent to the contractor. 

2. P1ttean per cent or the contract purchase 

price paid by the Un1 ted Statu Oovern.ent to the 

contraotor,to cover inland tranepor tat1on, •torage, 

and other oh&rge1. 

C. Payaent or the total aaount,determined, al 1et 

torth above, tor all eupplila transferred under the provi­

lions ot Art1ole IV ot this Agreeaent , aball be aade b7 

the Prench Co•1ttee ot "•t1onal L1berat1on upon tht 
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same ter.e and conditions ae are set out 1n Schedule 1 

annexed to th1s Agreement . 

D. Pay~ent ot interest on the unpaid balance ot the 

ssount, determined a a set forth above, tor any suppl1ea 

transferred under the provisions ot Article IV, shall be 

made b7 the rrench Committee ot National Liberation upon 

the sallie ter~s and oond1 tiona as are oe·t out 1n Schedule I, 

with the exception that in the caee ot supplies transferred 

'prior to the determination b7 the Pree1dent that the 

silita~ reeistance ot the co~mon enemy has ceased, inter­

eat shall be paid troru the lnat day of the 111onth in which 

the President has determined that the aid to be provid ed 

hereunder is no longer necessary in the prosecution of the 

war. 

• • • • • • 
The categories ot articles referred to in Article IV 

ot th1a Agre .. ent are sa tollowa: 

l. 

2. 

3, 

sto, 

:>0 
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Th1c memorandum c~nf1rmo the mutual underutnndings 

reached between the United ::ltatee of Acerica ond t.ht! 

French ~o~nittee of NatlJnal Liberation concerning 

several mat ters of inter pretation and ad~inietrntion 

in connection with their Preliminary Agreement doted 

covering lend-lease aid and 

reciprocal n1d, as follows ; 

1 . Under Ar_t.1cle VI of t;nid Preli~inary Agreement 

the f"rench C~ct:!ittee ot National L1borat1 :m 

hao undertaken t J make current payccot in 

dollars for all civil ian supplien furni ched 

by the Government of the United State o of 

J\merloa other than those furnlahed under 

Article~ ll, lii, and lV of the Preli~1nary 

Agreeoent . The French CJc~1ttee ot National 

Liberati on gave assurance that, 1n t.he event 

the dollar resourcee available t o the French 

Committee or Nati onal Liberat ion should prove 

inadequate to meet this undertaking, the 

Committee will use t or this purpose French 

public dollar and gold assetu, including the 

holdings ot the Banque or France. 

2, The 

~1 
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t ae p olicy and practice or the Government or 

t he United ~~atea or Aoerica ha s been and i e 

t o provide civilian ouppl~eo on a l.~nd-leane 

boola onl y t~ theatero or ·actlve ~11 1 tary 

operations when financial ractoro juot1ry 

such old. Accordingly, the Govet·nment or the 

United ~tatea or Ameri ca will rurn1oh c1v111an 

suppl1eo to French area& outoide or theat cr o 

of activo mi li tary operat1 ~no only in ouch 

exceptional oasee where t he President of the 

United Staten or America shall determine that 

such civilian cuppl i eG arc necessary in order 

to aaoiet ln tho defense of the Un1t~d Utate o 

and t he prooecution or the war. ln any llUCh 

cases, t he French ~omroittee or National 

liberation will pay the c~Gt of cucb uup1>lleo 

currentl y in doll~re. . --­~- The undertaking or ~he Government or t he United 

States or America t o furni sh o1vil 1an euppl le e 

to the French Committee or National Liberation 

hoe been oocepted 1n order t.> overcome the 

disruptions i n tho normal channela of oup;1ly 

that are attributable to the grosecut1on or 

t he ex1ot1ng war , and ohall not be c onsidered 

as a deterrent t o t he r eouopt1on or pr1Yate 

trade thr~ugh n~rmal comoere1al channel a. 
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It 1s understood thnt 1n t he 1oplementnt1on 

ot the prov1e1ono of th1B Agr eement , tho 

Un1 ted State s of Atrer1oa ~<>'ill act 1n 8CCOrd­

anoe 11th 1te conet1tut1onnl procedure~. 

~3 
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TBR WHI TE BOUSE 

Walh.1ngton 

September ~. 1944. 

MEMORANDUM FOR 

THE SECRETARY OF THE TREASURY: 

W1ll you handle th1s w1th Barry 

Hopkins an~ Cordell Bull? 

P.D. R. 

P. S. Please return or1g1nal to us . 
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THB WHITB HOUSE 

Washington 

Sept. 12, 1944 

Mr. President& 

I think this is O. K. - it givea 

the final decision to you and in the 

present situation, that I think is essen-

tial. 

If' you will initial this the 

matter will be handled that way. 

( Sgd) HARRY 
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Memorandum for the Preaident 

French Lend Lease Agreement 

DEPAR'l'l!ENT OF STATB 
Waehington 

September ll, 1944 

We need inatruction from you on one important phase of thia 

propoaed agrecent; · i.e., how to deal with Monnet •e request, wbioh 

I understand he mentioned to you, for industrial items to get French 

production going again for the maintenance of the civil population. 

We have been working under the memorandum of July 15, 1944, which 

you approved. This provides that 

0 

(a) The French get under straight lend lease wbat you 

approve as necessary military aid for their forcea 

and for abort- life supplies for war production. 

When you determine the aid to be no longer necessary, 

they will accept and pay for on credit terma the un­

delivered, non-munitions items you have .uthorized. 

(b) 'lhe7 pay currentl7 in caah for food, clothing, and 

other itema consumed by the civil population. 

(o) /Jlere 1a the trouble~ Long- life induatrial artiolea 

md other industrial articles would be furniahed to 

them on credit only i .f necessary to the proaecution 

of the war in Europe or to the lll&intenance of jllied 

foroea 1n the period tm.ed1atel7 following an armiatioe 

1n Europe . 

•• Vi-ed aa ot the preaent date and pOsition of the war, the 

.._orandua ot JU17 15th •ema, in effect, a rejection ot Koanet•a 

BXBIBIT D 
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program and would require the French to pay cash currently for all 
items not required as necessary military aid. I do not think you 

intended, nor would I recommend, eo .flat a position. On the other 
hand, you would not wish to approve at th1e stage the French program, 
amounting as it does to something over a billion dollars of industrial 
items to be paid for on credit terms. I do not think that there is any 
formula which describee what you may w1ah to approve and what you may 
not wish to approve. What seems to me neceeeary is to leave in yCYIU' 

hands complete discretion to do what you may th1nk neceaeary from time· 
to time in the light or French behavior. 

'lherefore, I rec0111111end that you authorize us to provide that such 
long-life articles and such other articles as may be included from time 

Oto time in a list to be attached to the agreement, and which are 

contracted for or purchased before you determine that aid under the 
Act is no longer necessary .for the prosecution or the war, we shall 
deliver (subject to your right o.f cancellation 1n the national intereat) 
and the French shall accept and pay .for on credit terms. I rec0111111end 
also that you instruct the Foreign Economic Administration to submit to 
you proposed French programs under th1a provision before they are 

included in the liat. Such a diapodtion or the matter will give 

authority to go ehead, with .flexible control in your hands to do aa 
mlch or as little aa you determine to be dea1rable at any t1me. 

'rbe Foreign Boonom1c •ctmsntatration ~~grees with tbh proposal. 

(Penoil initials - •o ae) 
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CFnCE J.:Ei.IIP.AIIDUII - Unit.d States Governcent 

To t 

From t 

SUbjects 

llr. John Ferguson 

Date : January 22, 
1945' 

Enclosed are oopiea of a proposed 

letter to w:. l!Onnet and maater lend-

lease agreement, 11'bicn Kr. ~on baa 

asked me to send to you. 

JHFtELB 

Exhibit E. 

c 0 p y 
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l(y dear l.IOIUiieur lolonnet 1 

I am enclosing a master land-lease agreement 
which this Oove1"1'11118nt is prepared to propose for sig• 
nature With the Prorleional. Oov~nt o! Franoe. 
If tide is acceptable to the Prorlaional. Oove%'1111111nt 
o! France and signed by our two Ooverm~~~nte, we shall 
be in a position to discues Witb you tbe supplJr pro­
gram to be undertaken. 

In world.ng out the non-aunition.e portion or the 
program, n Will Wish to con.e1der the status, actual 
and proepeotive, of the French gold and dollar balanoes 
and determine to what extent your Government Will be 
in a position to u.se ita gold and dollar exchange re-

' sources 1n me.,ting such non-munitions requ1rez:l8nts. 

!l&tural.l7, it shOuld be underatood that e:a;r lend.­
leaee program tor the French worked out in advance at 
this time Will not constitute a t1.rm cQIIIII.itment, but 
that actual del1Tery w1ll be eubjeot to the changing 
demanda ot strategy, to auppl.;r and transport coiUiidera­
tioiUI and the \111\lal considerations of procurement and 
allocation. ' 

Sincerely yours , 

w. Jean Monnet, 

C~as&ire en »ission, 

11'111iam L. Clqton, 
.Usistant Secretary 

ProTiaiooal. Oove~t ot the French Republ1o, 

1800 )lustcln•Mtte Aft~l\~81 w .... , 

.. Nb1npn, D.p. 

c 0 p y 
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January 30, 1945 
11:00 a.m. 

R.e : FEDERAL RESERVE LEGISLATION 

Preaent: Mr. D. W. Bell 
Mr. Eccles 
Mr. Lynch 
Mr. Deiano 

MR. ECCLES: Well, I guess you Tiant me to pr6ceed? 
. 

H.M.JR: Yes. Just before ~e start, did you see this 
story in the American Business week on Giannini? 

UR. ECCLES: I didn ' t see it . I saw one on Giannini 
in Rube Lewis' paper in Chicago on finances. 

up . 

(Ur. Lynch leaves the conference temporarily. ) 

H.M.JR: He has evidently hired somebody to build him 

. 
MR. ECCLES : He has been doing a good job. I don't 

think he needs much help. 

MH. BELL: He has the bifgest bank now . He has 
eliminated our deposits , hasn t he? . 

(Mr. Lynch re-enters conference . ) 

MR. ECCLES: There was a group of bankers in from 
California and I didn't see them, but they went up on the 
Hill and talked to Patman who has been interested in 
holding company legislation. He took them over to set 
Spence , who is Chairman of the Committee , and who knew 
nothing about the matter. I don't know, I wasn 't here, 
and Spence called up and talked to McKee abou t the matter 
and McKee report,d the matter to me and the Board Membtrt. 
What Spence said he would do is he would introduce any 
bill t hat anybody sent up to him to introduce. He was 
going to introduce it . 
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Thi s ia a letter that I haven ' t sent . 

(The Secretary holds a telephone conversation with 
M'r. .ilcCloy. ) 

Regraded Unclassified



. 

0 
HMJr: 

·John 
' McCloy : 

HMJr: 

M: 

HMJr: 

M: 

HMJr: 

II : 

0 
HMJr: 

M: 

HMJ r: 

M; 

HHJr: 

M: 

HMJ r : 

0 

G2 
January 30, 1945 
11:03 a . m. 

I don't know whether.you know we ' re up to our 
necks in t he proposal for French Lend-Lease. 

Yes, I've heard from fringes of it, yes . 

And t he whol e dollar balance thing to oome into 
it . 

Yea. 

And so 
Plan A. 

Yes. 

also comes into it this -- call it 

And which ~~uld affect dollar balances if it ever 
went i nto effect. 

Yes. 

I think you ought to be 1n on it on the whole 
pictur e. 

Yeah. Well , I've been feeling t hat probably I 
should be because there is so much backgr ound in 
it. We negotiated tha t Alphand Agreement and 
I:' ve been in all other phases of it eo deeply 
there may be one or two things I could be of some 
use on. 

Well , I wish you would get in on it, and then 
the other thing ia I don 't know whether you 
oeople are holding up any shipment of food to 
France or not. 

No, we'rrl not holding up any shipment. 
• 

Somebody said· something about your holding six 
shi ps. ; 

Well , we're holding t hem-- we're loading them. 
And as soon as they 're loaded, ott they go. I 
think two have already gone. There are four -­
there certainly 1s no hold-up. 

Well • ... 
' 

-

• 

Regraded Unclassified



0 
M: 

HMJ r : 

M: 

HMJr: 

M: 

HMJr : 

~~ : 

HMJr: 

~~ : 

0 
Hl~Jr: 

M: 

Hl~Jr : 

M: 

HMJr : 

M: 

HMJr: 

M: 

HMJr: 

M: 

- 2 -

I mean, we ' re loading them as fast as we can get 
the cargo with the idea of ge tting them over as 
r apidly as we can. 

\~ell , I ' m goi ng - - I wish you ' d get in on it. 
I ' m goi ng to t ell Will Clay ton that . o 

Yeah . All right. 

Because you 've got certain parts of the thing .... 

Yeah. 

.... and it seems silly that we don ' t put all of 
our cards on the tabl e . 

Yeah. 

i>.'ha t? 

Yeah. 

Because t he French know the whole problem. 

"3 

Oh, yea , they know the whole picture. And they - ­
they think , of course, Monnet -- the usual Monnet 
tactics -- he 'll play all around. 

Tha t ' s right . 

And there a r e a number of factors i n that Al~hand 
thing and the whole eup~ly -- French supply t hing 
t ha t I think anybody thnt's working out a new 
arr angement ought to know a bout . 

Well , I ' m going to tell him. 

Right. 

And then on this Plan A 
know, if you could poet 
says he doesn' t know 
months behind on it. 

Yes, yes. 

You see? 

thing, whatever we don't 
Harry White because he 
he 's about ei ght or nine 

Well , we'll -- I ' ll get hold of him, 
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If you ' d ge t hold of him and bring him up to 
date .... 

Right. Right . 

I t sounds l i ke an awful mess. 

Well , it ' s-- it's a -- whe t t~e started out with-­
see , we have our r egular civilian - - Civil Affairs 
~rogram, the one that we feel t hat we 'v e go t to 
have respon si bility tor ourselves in the r ear area, 
right behind t he lines . Then ther e was the -- the 
French weren't satisfied with that exac tly. They 
wanted the whole -- they wanted a larger fi eld and 
we s.et up this eo-called Plan A. 1.~e took their 11 s t 
of what they thought they needed and scr eened it. 

Yeah. 

And sent i~ over tQ Eisenhower in the light of the 
~~hole situation and we finally worked out something 
t o shoot tor. 

Yeah. 

It '.1as no commi t ment but just a-- this i s what 
we 1ll try t o do . 

Yeah. 

And then very shortly after that the French began 
to agitate for a separate pr ogram. Now, don ' t-­
with r espect to the Plan A, we got Al'Ohand to 
ag ree that he would use his cash, as you r emember , 
and hie gold t or that. 

Yes. 

That was like getting a too th out or hi e head , 
but he f i nally l et go or it. 

Yeah. 

But he always had tn mind getti ng lend-lease arrange­
mente and ~witching t hat Plan A business over into a 
lend-lease affair . 

Yeah. 
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Be said-- we didn't have anything to do with that . 
We were only talking about wha i they could do -­
they ' d or iginally said they were 9reoared t o do -­
buy their own stuf f . 

Yeah. 

And i f later on we wanted t o give them lend-lease 
t hat was something for the Stat e Department and 
the Treasury to work out. As far as the War Deoart­
ment \>'BS concerned, they ' d give us the money and we 
'"ould buy this material for them and ship it in our 
m1li tary program. 

Yes. 

Then they wanted to out that into a eeoarate National 
urogram to Whioh we wera eylii'Oathetic. \4e liked the 
idea of having them control it and run it, and buy 
it , as long ae we had the say as to how many eh1oe 
come over ~nd can be unloaded and as long as it 
doesn ' t interfere with the m1li tary oro gram. ~/e ' re 
all fo r it. 

Yea h. 

The French separate progr am . Now, Somervell 
dissent ed from that but I think everybody but 
Sommervell feel t ha t politically and otherwise , 
it ' s a very sound thing to do . 

'vell , I think ... e ought to have a united front on 
this . 

Yes, we must . And I t hink that 

And I' d l i ke . .. . 

.... we 're right at t he stage now wher e we should 
have i t , beoauee there ' s a gr eat deal of bi ckering 
goi ng on. 

Well , I'd like to sit down i n the nex t day or two 
wi t h you and Hilldr ing. 

Ri ght. 

And I ' d like to get -- eoak it in myself. 
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1! : Right. 

HMJr : Bu t I ' ll tell White . 

M: You tell White and w~ 'll get have a little 
mee ting beforehand and then lay it out. 

Hl·!Jr : Thank you ver y much. 

II : Right. Right . 

n 
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H.M.JR: Excuse 
him fo r a half-hour . 
int errupti ons, b~t I 

me, but I have been trying to get 
I am sorry. There will be no mor•e 

have been trying to get him . 

"1 

We are in a mess on t his French business . Departments 
should ~ork together. ~ben a foreigner comes over here 
he knows he is one, but then each Department works against 
the other, and we lose by it . 

Lilt. ECCLES : I ' ll say we do~ 

H.ti. JR: There isn ' t a smarter f ellow in town than 
Jean JAonnet . 

Mk. ECCLES : This French situation ! Think of the 
advantages they have and how fortunate t hey are to have 
escaped the ravages of war, and t he stuff that has been 
left over there, and what we are paying them for eve ry­
t hing we get. You just don' t fe el very sympathetic . 

MR. BELL~ Plan A was supposed to be military and 
not Lend- Lease , in the straight sense of the word . 

H.H.J rt: Let about h.enty million dollars go fo rward, 
that's all! And the English are fighting over American 
account ing. They won' t accept it . ~e can't present a 
bill t o the French because the English won ' t agree to 
our accounting. 

JAR. ECCLES: ''e can ' t because the 'English don' t approve! 

H.ti . JR: It is the most time-consuming thing, and you 
see , the French spend all their money and they say, "~1e 
would like to , v.hy don 't you present us with a bill?" 

Mk. ECCLES: Yes . This is just a little incident among 
the other t roubles . 
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Here is a letter, then , that I want to send up to 
Spence --it's just a short one--and I don' t want your 
reply to the letter until I give some of the rest of 
the -picture here . "Lir . L:cKee has reported your telephone 
conversation of January 18th with him to the other members 
of the Board. As you know--" 

you? 
H.li .Jk: This is part of your letter to Spence , from 

Mk. ECCLES: From me. "As you know, the Banking Act 

68 

of 19~3 was in part designed to regulate bank holding 
companies" -- t he original Banking Act--"and the Board has 
had the express responsibility for administering that pa rt 
of the Act. The reasons and need for regulation v.ere fully 
developed in the extensive hearings, and the report sub­
mitted at the time , and need no restatement . However, the 
laws enacted at that time have not proven to be as effective 

. as it was intended, and the problem continues to be one of 
serious concern to the Board . This has been true also with 
respect to other Federal Banking Agencies , which while not. 
having the primary res~onsibility, do have a real interest 
in the subject matter . That concerns other Federal agencies. 
I think that has been true from the informat ion I have had 
from the Comptroller and FDIC people . 

"In his Messace to the Congress on April 29, 1~38, the 
President pointed out the ~reat economic poMr that might 

· ~wielded by a group acqu1ring domination over banking 
" resources in any considerable area of the country, and 

reco~~ended that the Congres s enact legislation that would 
effectively control bank holding companies . The Board , in 
its annual t•eport fo r the year 1943, recommended the enact­
ment of comprehensive legislation designed to correct 
certain abuses and to achieve certain objectives , which 
to the Board , seemed highly desirable in the public interest. 
i copy of the report is enclosed , and you will find the 
section dealing with the board's reCOQmendation on page 
thirty- four . Since the report , numerous individual banks , 
and associations of banks , have importuned the Board to 
offer the precise form of bill which woulO carry out the 
Board' s recommendation in its support , or to lend its 
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support to other forms of suggested bills . 

"Representatives in Congress have made si~lar req~ests: 
There bas been neither improvement nor change 1n the s1 tuat1on 
since the report was made , which causes the board to feel 
any less concern , and the abuses described in the J•eport 
continue unabated and uncontrolled . Under the circumstances, 
the Board would be glad for you to offer legislation which 
would carry out the Board ' s 1•ecommendations, and a draft 
of such a bill prepared by the Boaro ' s Staff some time a~o 
is enclosed . The Board will be ~lad also to respond to 
any requests for future information, and to assist you i.nd 
your Committee in any appropriate ~.ay . " 

Now, if such legislation were offered I would say this , 
that it would go down with the oistinct understanding t hat 
it ~ould not be taken up until all of these other - - Bretton 
Woods and other--bills would be out of the flaY,..t - and even then 
it may not be taken up, l don 't know . My oniy point is to 
meet this situation so fa r as our responsibility is concel'ned. 
Now, that i s ·one form of it; that is the l etter v.e would like 
to send out . 

H.U.JR: hasn ' t it gone? 

l!i{, ECCLES : No, no ! And if v,e didn ' t send t hat one , 
this other one is the same except for the last paragraph. 
\'te have to ,,rite to Spence . \1e have to do something. ne 
is expectin~; a reply . \1e could do this . "In the circum­
stances , the Board bas asked me to advise you that v.hen the 
Board ~as considering its annual report of 1~43, a draft of 
the bill desired to carry out recommendations made in the 
report was prepared by the Board' s Staff. The Board will 
be glad to respond to an~ request you may make for a copy 
of that stuff a.nd t o assut your Committee in any appropriate 
way. " 

Now, the second one , of course, is aski ng them to in­
troduce anything, just making a report and saying, "l~e will 
be available at your convenience . We have a tentative bill , 
if you want to use it and if you want to introduce it . Now, 
! would like to be more definite , more specific , more di rect , 
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and say, "Here is a bill , If you would like to introduce 
it , we will be glad to have you do so." Now, I want to give 
you , somewhat , this picture of the thing that brings that 
about . If you will take that--(Hands Secretary repo& ... fl l"l , 
entitled "Giannini Empire," dated January 29 , 1945.) ,... tlie ~·t,~ 
fi rst page is a digest, to snve you time for the next three 
pages . 

H.U. JK: It has a good title . 

Mk. ECCLES: Yes . You see , you take the first one Y:hich is 
a digest of the next three pages . 

H. !J. J:t: May I read it? 

MR. ECCLES: Shall I read it out loud? 

"As of December ~U , 1944, Bank of America 1i . T. & S. A. 
had $4, 600, 0UU ,UOO resources and $4 ,34u,500 .00 despos its . 
If war loan deposits were deducted from the statement of all 
banks , this bank would be tho largest bank in the world . 
Moreover, the amount of interbank balances which it holds, 
as compared with the amounts held by other leadi ng banks , 
gives it an even more commanding position vieYied from the 
standpoint of individual deposits . In addition to this 
bank , control is exercised over 15 other banks in California 
alone . These banks have ag~regate oeposits of $181,100 ,UW, 
with the result that in Cal1fo rnia they control 50 per cent 
of the banking offices (518) and 41 .5 per cent of the depoaits . u 

Now, you can see the list over here ; just turn over the 
f irst page . You see , under California7 -that list ia the 
other banks- -the one hundred and ei;ht y-one million you 
have just looked ~t , that's the group of other banks, you 
see, which are not Bank of America at all, but are in 
California, They have acquired,you notice, since they met 
here with us , practically that entire list , notice that , 
right up to November 1944 . They just went right on; and 
they haven ' t stopped a particle . "In Arizona they control 
15 percent of the offices and ~3 .3 per cent of t he deposita; 
i.n Nevada 60.9 per cent of the offices and 79.8 per cent of 
the deposits ; and in Oregon 34 . 3 per cent of toe offices and 
41 . 5 per cent of the deposita . 
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"Since 1940 they have acquired 19 unit banks havine 
total denosits of $180 , 6oO, vUO. " 

These pages you have t o e ive to detail. That gives 
you the detail of it . 

H.M.JK: I see . I think I can read i t fas ter . 

1~lt . ECCLES : They had not seen .it . 

H .~ . J1t: I am sorry. 

71 

!.!R. ECCLES: "The fo reyoin~ does not include the 
measure of control exercised by virtue of a minorit~ interest 
in t wo or three smaller banks in Califo rnia, the majority 
stockholders of nhich are presently main taininz control by 
virtue of voting t rusts to which they have subscribed . It 
does not include the measure of control exercised by virtue 
of a substantial investmen t in the National City Bank of 
New York , mak ine it possible fo r A. P. Giannini to be on 
the Boaril of that bank . Nor does it include the as yet un­
successful blitz ·made ltpon the Citizens National Trust and 
Savin~s Bank of Los Anreles which itself has $300,000, 000 
in deposits and some 30 odd branches 1n Los Anceles. To 
date, somethi ng over ~5 per cent of this ban~ ' s stock has 
been acquired by virtue of which the control over the election 
of 5 out of the bank' s 2v directors is exerci sed." 

He now has five out of t wenty directors of that bank, 
and confidentially, he has been tryine to : et one of t he 
Presidents of our Federal keserve Bank, Allan Sproul, to 
take over the Presidency of that Bank. 

~m. FELL : Citizens? 

Mit. ECCLES : And a salary substantially more than we 
are paying. 1te is smart enough to turn it down . 

H.~I .JR : He has turned it doY.n? 

MR. BELL: He wan ts t o co to California , doesn ' t he? 
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MR. ECCLES: San Francisco , not Los Angeles . 

"Acti viti es u •e no t confined to the acquisition and 
control of banking resources . Huge holdings in real estate 
are control led through Capital Company . In the insurance 
field, control is exercised over Occidental Life Insurance 
Company of California with book assets of over ~100 ,000,000 ; 
Pacific National Fire Insurance Company with assets of ove r 
$10, 000{000 ; and Premier Insurance Company wi th assets of 
around ~3 ,000 ,000 . 

"Recent activitie s in · the industrial fie l d have indi cated 
a policy of explansion similar to t hat followed in banking. 
To t he longstanding control of General Met als Corporation, 
which did a $12, UOO, OOO business in 1943, has been added 
since 1941 Enterprise Engine and Foundry Company, which did 
a $l6,000,000 business in 1943, the Adel Precision and 
Products Corporation, which did a $18 ,500,000 business i n 
1943, and the Aerco Corporation , a smaller company, con­
cerning which we have no figures. 

. . 
"To carry this volume of business it was necessary for 

some of these companies to borrow from banks and from 
Transamerica Corporation . Here the danger is twofold. 
Not only are power and control being concentrat ed but the 
potential borrower and potent ial l ende r are under the same 
management , a management whose past record in the matter of 
intercorporate transactions and whole l iberal ity in t he ex­
tension of credit to controlled corporations is well known . 
Moreover, there is a known tendency upon its part to take 
~~eculative positions and to make speculative investments. 
n1thin the period of the acquis i tions above set out, there 
v1ere acquired and sold A.xton -Fisher Tobacco Company and 
Pacific r'inance Corporation . According to report, huge 

' profits were made in these transactions but huge losses . 
have been taken in the past and could be tak~n in t he future . 
Measures should be taken t o prevent the lending of depositors' 
funds to support such undertakings. 

"A list of contr olled nonbanking organizations and the 
corporation through which they are controlled is as follows: "--

Regraded Unclassified



0 

0 

- 8 -

I won ' t read it, but you have the picture there . 

"Although consistently denied, there is highly persuasive 
evidence that Pac ific Coast Mortgage Company and some of its 
affiliated companies and subsidiaries , including Bankamerioa 
Company, are under the domination of Transarnerica even in the 
absence of control through ownership of a majority of its 
stock . Hankamerica Company i s a securities oom~any which 
f ormerly was admittedly controlled by Transamer1ca Corpora­
tion . 'l'his affiliation became unlawful under the provisions 
of the banking Act of 19J3 and the company, after a series 
of questionable transfers , ended up with racific Coast 
Mortgage Company as its ostensible owner . 

"The control of such vast resources , in itself, creates 
the gravest sort of economic problems and these are emphasized 
~hen the investment of the controlling indiyiduals is as in­
significant as is t he case here. Li kewise, the mere possess~on 
of such po~er , even if it were no t used (and there is plenty 
of evidence that it has been} has far- reachin~ polit ical 
implications , particularl y ~hen the power is 1n the hands of 
a management which is openly hostile to t he policies of this 
Administration and is defiant of all Federal authority as is 
this one . It is unfortunate that it is necessar,y to do any­
thing at this time bu t the choce is not ours . This manage­
ment recogn izes no truce . Indeed, it takes advantage of the 
t imes to get its h~nds on more and more economic resources 
with the result that , if nothing is done, we may come to the 
end of the ~nd find that a Fascist economic empire has 
been built wrtEln our own borders . 

"\~e Muld like to get su~port fo r legislation which would 
stop this uncontrolled expans1on and eliminate the evils and 
potentially dangerous consequences inherent in the common 
management and control of banking and nonbanking en t erprises . 
If the type of legislation recommended in the Board' s Annual 
heport for 1943 should be enacted but should fail to accomplish 
the required results , then, as between the existing situation 
and the oom~lete dissolution of all bank holding companies, 
the latter 1s the only choice . tlow is no time , however, to 
force the liquidation of all such companies, practically all 
of which conduct their affairs properly and some of wnich offer 
banking services where othel'flise the services 8I'e not available . " 
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In fact, this is pt•actically the only outfit that has 
anythinp that is outside of banking, such as affiliated 
interests, and the only one that has gone out and acquired 

-banks that the Banking Authot•ities objected to being put in 
as a part of the setup . 

You will be interested in his recent politic~l activity. 
"he sent this card , the initial non-Partisian Committee for 
Dewey and Bricker . This is what it says . "The New Dealers 
rep•tdiated their 1940 pledge t o continue State regulation 
of insurance . They subsequently attempted to in vade the 
field of insurance . They omitted the traditional insurance 
planning of the Demoractic Party in the 1~44 platform, all 
of which leads to one conclusion . For example, nine New 
Dealers plan to take over t he insurance bus1ness as a stock­
holder of Transamerica Corporation, which holds all of the 
capital stock of our companies. You have a vi tal interest 
in the outcome of this election ." Here are the three insurance 
companies , Occidental, Pacific, and Premier . 

H.M. Jk: 1~y I interrupt you? 

MR. ECCLES : Yes , I just want to give you the-­

H.! . JR: I knOll you are in a row with them. 

l!R. ECCLES : No, no t 

H.M. JH: I understood you were with Transamerica. 

Mit. ECCLES : No row at all, except I am pointinr; here-­

H.M.Jh: This is nothing new . It just brings- -

lt!R. ECCLES: It isn ' t anythin~: new. Jle have just eot 
to the point here , it seel'iiS to me , that I would like to 
know whether Congress passed any legislation . I ~ould like 
to have Spence put this bill in the hopper, and whether 
they do anything about it, it is thei r responsibility . 

H.M. JU: \'lhere does SEC stand today on their suit with 
Transamerica? 

• 
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JIJ{ . ECCLES: Their suit was nothint more than to delist 
the stock . They ,just block them. The only way you can deal 
with this outfit--

l.lk. BELL: They haven ' t done very much . 

l!R. DEL~W : It is still hangint . 

!Alt. ECCLES: The;y haven ' t paid any attention to it . 
only effective thing 1s this bill which would absolutely 
them. 

H.U.JR: what does your bill pro~ose? 

The 
make 

Mk. ECCLES : It pt•oposes fi rst that they will dispose of 
those- -

H.M •. TR: Excuse me . You can ' t direct it at one company . 

!lR. ECCLES : H it fits , it i s directed to all companies . 
It ' s a bank·holding company bill . It will r~quire the dis­
posit ion of the stocK: of any bank t h.at any boldine company has 
acqui red since 1~40 or lv41, some period like that . In other 
words , i t isn' t much . It is banks that are not incorporated in 
their setup and that they have ~one out and acquired when t hey 
wouldn ' t be permitted to make branches of these . For instance , 
the Comptroliers have turned them down . ~here they get a State 
Charter we don ' t know. \'.e t urn them down , and refuse to give 
them membershi p, so i t ' s a question of liquidating those banks . 

}.~R . DELANO : You are aiminf, at Citizens? 

MR. BELL: The lvhole thin ~r is aimed at the Bank of America . 
It doesn.' t appl y to others . 

MR. ECCLES : It would apply in this way, that is , the 
l iqui dat i on. Now, insofar as any of the companies hol ding 
stock ~n compan i es that have no rel ationship to banking and 
credit , see, a re gi ven five years in whi ch to dispose of i t . 
For instance , all of this miscellaneous stufthe mixes credit 
up her~ and which is dangerous- -he' s got to liquidate it . 

Regraded Unclassified



.. 

- ll -

H.!.!. JR: Is t his stuff 011ned by Transamerica? 

MR. ECCLES : Transame rica . 

~lR . BEll: Transamerica is the holdin~ company? 

IG 

J,ffi, ECCLeS : They control the bank and ov.n this stuff 
too , so they can operate and not let the right hand know ~hat 
the left hand i s doing. If one company got in diificulty, 
they can use credit t o take care of it , or if it goes broke, 
it affects the \\hole banking structure . It is bad to mix up 
miscellaneous , industrial, and all sort s of activities with 
the banking setup. 

LIR. BELL: They probably control the Bank of America 
and Transamerica throu~h interlocking directors , more tha.o 
they do the stock hold1ogs, don ' t they, and Transamerica 
owns abou t h.enty percent? · 

0 MH. KCCLES : It is like policy hol ders controlling 
Mutual Life Insurance Company. 

0 

MR. Db:NALO: A psychological control. 

MH. ECCLES: \\e go further than that . ~e stop any 
acquisition of any stock, any bank s tock, by any holding 
company . In other words, it absolutely freezes completely 
the situation , and J. think we could get that without an 
organized o~position by the other holding compa.oies . They 
won • t like 1t , 1 knOVI that , but at the same time I am sure 
they would kn0\'1 it was aimed largely at Transamerica without 
saying so . lt is one of t)1ose cases where if a boot fits, 
they l'iear it . 

H.M. J R: 'iohat•s the matter? 

MR. BELL: I am a little scared of going to the Hill 
and pointins out one company . 

!!.R. ECCLES: You don 't. 
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U:H. BELL: The fac t is that you don ' t present a reply 
to any other bank t han the Bank of America and the 
Transamerica group . 

J..'T\. DELANO : May I interrupt , Marriner? Is this the 
same bill ~bich--

Uk. BELL: You brought it over and ~e had informal con­
versation about , and three or four drafts . The last draft 
we saw was the June 'draft. 

Mli. ECCLES : Nothing has been done sinc e. 

H.!J. JR: May I say just this : 
here. Le t ~hem have a qay or two , 
difference. 

I would like these people 
it doesn ' t make any 

!.lit. ECt;LES: No , of course not , but they are familiar 
with t his bill . 

H.I.! . JR: Mr. 0 ' Connell bas been over t his bill. 

MH. BELL: Tietj ens has been studying it . 

H.!.! . Jit: I woul d like to have a little talk with them, 
as to the principle. Hell , I have been opposed to having 
any bank an~here doing anything but a straight banking 
business ~ 

MR. ECCLES : That's rieht . 

H.M.J ii.: And here I go up on the Hill and they asked 
me four times whether I v.as in favor of bank loans . I want 
you to know I haven' t changed one iota , 

I.!.R, ECCLES : Neither have we . Of course, they fi xed the 
Bank of America up . They had some t r ouble three or four years 
ago. They got some preferred stock . 

H.U. Jit: ~hat they are implying is that we won ' t give 
them any more charte~s. 

MR. ECCLES: They are going t o eo around lt with this 
mechanism, 
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H.M.JR: I would like a day or two to talk it over 
11ith these people , but certainly not more than a day or 
two. As to the pr inciple, I am wholly in sympathy with 
you, lllarriner. 

Uk. ECCLES: This felloT: is going to be a polit ical 
and economic menace . He is now . 

R.M. JR: If we do nothi nr. else , we will let the 
American people know about i t through the introduction of 
such a bill. 

78 

J.m. ECCLES: As far as we are concerned, the Comptroller ' s 
Office and the Fed, we have said ;you think you have glven us 
this part to deal with , and my po1n t is , let them know about 
it. 

H.IJ .JR: Hell i s the Senator from California? 

trk, BELL: Downey? 

H.M.J R: How would he be? 

L~ . ECCLES: Do~~ey is scared to death of his power, 
so is what 's his name? I think Dol\ney Yiould hate hke the 
oickens to go out anci fight !lfainst AP for what it Y/Ould 
do . He would like to be neutral . He would hate to go out 
and defend him in the face of this record, but I think that 
Downey doesn't like ttL possi bility of this power being so 
great that he is under the thumb of AP. If he would tell us 
honestly 1 l am sure he would say Downey would like to have 
some thine done 1 but he_ wouldn ' t dare to. • 

H.M.JR: ~ith Jesse out of the picture he won ' t be out 
to cut us . 

Lffi . ECCLES : He would do it. Let me give you another 
story. AP called yesterday . The minute this stuff got 
in--

ll .M. JR: What stuff ? 
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MR. ECCLES: About J ease going out-.- he called 
and offered Jesse the Head of the whole setup, see , 
him the head of the "'hole setup? 

H.M. J it: What pos ition would that be? 

Jesse 
offered 

!.I!\ , ~CCLES : Chairman , or whatever he ,.,ants . As f ar 
as tha't is concerned, the Head of Tr•ansamerica, the Head 
of the bank . In othe 1" words , he offe red him the v:hole works . 
Just you come out~- they ~on ' t get along thirty days . 

H.M.JH: Do you kno~ it as a fact? 

MR. ECCLES : All I know is Tihat I v1as told by somebody 
who is extremely close to the KFC . I couldn ' t prove l t , 
but I us told . 

H.!.l . J R: It \',ouldn' t surprise me . 

Mk. ECCLES : As a matte r .of fact, I would be surprised 
if it diPn ' t happen . 

"' H.l.l .. m: What about Crowley? 

~~. ECCL~S : Leo was for this. Leo was very much 
f or this . Since 1\8 had that little difficulty on t he Brorm-
Maybank Bill where FDIC wanted these ban.ks to absorb 
exchange, you kno~ the exchange issue, and clip checks , 
and so forth . 

MR. BELL: ne is against everything now, isn ' t he? 

H.M. JR: Are you going to speak t o him? 

Mit . ECCLES: I will talk to him, sure . 1 don ' t know 
how Leo could go and oppose it in view of his record . Leo 
has been one of the most adamant and ardent opponents . You 
remember Leo was one of the f irst ones that brought in that 
thing because of danc er to FDIC , and lihen Jeffery was here--
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H. f.!. .Jh : Re started all that . Fifty percent of the 
assets . Eight hund red million dollars insured . 

l!R. RELL : Out of one billion three . 

H.lf.. .JR: Something like that . 

J.nt. DELANO : A large percentar;e . 

H.!' . JI<: Fifty percent . 

ltrt. BELL: It would have broken FDIC right away . 

H.!I.Jh: He really started the whole thing . 

rR. ECCLES: Leo has been very favorable t o the whole 
thing . The only question is l d(ln ' t know- - they "ere pret t~' 
sore because we knocked out the Brow::1 -Maybank Bill in the 
Senate here just before it. I don ' t thi nk they liked it . 

H. I .• • J R: Marriner, give me a day or two, but as to the 
principle, i am wholly l'.ith you , see? But I want a chanc e 
iust to , I mean , the contents of the bill--! would like a 
little time . 

~Ut. ECCLES: We don' t want to push t he bill af ter it 
e ets in nicely . tt ' s just a ques t ion of sa·,ine t o Soence 
and these people , "•lell , now, here it is an~ it is on your 
lap . " · 

H.U. Jk: Give ~e a couple of days . 

80 

~m. BELL: Can ' t it be simplified in a short bill? That 
bill is so damned .technical . 

I! .M. JR: I Muldn ' t make i t so obvi ous , by 1940 . 1 would 
eo a little further than tha t. It is just my opinion . 

HR. ECCLES : r.e would be lucky as t he dickens if we get 
that . Congress is hesitant to make a thing retroactive . 
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l!l\. DELANO: \te had a bill, S-3l v, representing Treasury' a 
position , which nas introduced up there . 

MR. BEll. : In Ul41. 

Mh . DELA~:O : In 1J41. That was a death sentence . The 
real differenc-e of opinion here , Marriner, is the question 
between Treasury and the neath sentence . 

IL'<. ECCLES : You couldn ' t e et a death sentence bill 
throur h, and it v1oulo create a hell of an opposition ~ My 
point is to get this thin; through, and if you need that , 
to ,;et that afterward . You can ' t !118.ke bo bills out of 
this . 

H.U.JR: If it is just eoin: to be a gesture , let ' s 
make it a good ges ture . 

I!H. ECCLES: This takes care of it , but if you don ' t 
do it--

H.J!. .TR: I told you I am with it in principl&., but I 
do •ant a little chance to discuss it with our own people . 

'Lit. ECCLES : Su.re . 

li .l!. J1,: I am not s:oinr to stall you . 

Uh. SELL: ~e discussed this in December 1~43, and 
at tnat time you said you did not want any boldine comoany 
legislation to be introduced until you had talked to the 
President . Of course , r i th the election comine up- -

Hit. ECCLES : 'l'hat is out of the way, and this postcard 
from .t his fellow--you don ' t Ol'te him anything now . 

H.M. JR: \1ell, anyway, thank you fo r coming ove.r , und 
we will nOrk on it . 

l!lt. ECCLES : O.K. 

(Hr. Eccles leaves conference.) 
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H. fi. . JR: You peopl e s tudy t he thi ng . r 1\ant to "o along 
with it . 

1{!{. Df.LA!lO : It is twenty- six oar;es, and 1\'0uld take a 
Philadelphia lawyer--

H._ .. T~t : Let ' s get sooethin .. siop~~r. 

l'JL DELANO : It cuts off some of your pov:ers here and 
throws them dov.n there . 

H.l' . Jl{: I don't know . You see in anothet• day or so 
we have--

11Jt. BELL: ! think the pt•i"Dcip.Le i s all richt . If he 
puts in a twenty-si~ !_)ares b1ll , it ouens up the Vihole 
bankin~ system for discussion before the Committee , includine 
probably the supervisory acencies . he may want you--

Mit. DELANO : rte quoted the President • s recommendation 
to Coneress on that t hey oidn ' t carry it throueh to the 

• point the President said . He left that part out . 

H. M. Jl(: \re l'iiil have a little t alk . You see that I 
do , please? 

!fit. RELL: Surely. 

H. ti . Jl{: lie only left the memo . 

~ffi. DELANO: We have the June one . 

f.!R. LYNCH : V.e have copies of t hat . He said it v1as 
the same draft . 

H.!.l.Jk: O.K. 1 fel t like saying t o Jlarriner, "I v.ish 
you had been more excited about this five years ago." 

L~. DELAt~ : ~ben we pu t in S-310, they opposed that 
all over the place . 

H. l.I . J R: If we had gotten more' support in the earlier days , 
this wouldn ' t exist today . 

!lli. DE~illO : That ' s right . 
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RMJr: Hello. 

January 30, 1945 
3:34p.m. 

Justice 
Frankfurter: Henry. 

HMJr: 

F: 

Hl~Jr: 

r: 

Hl~Jr : 

r : 

ID!Jr: 

F: 

HMJr: 

F: 

HMJr: 

F: 

HMJr: 

r : 
HMJr : 

Speaking. 

Felix. 

Yes. 

Have you heard from Senator ~ead\? 

No. 

Well, evidently somebody thought you had, or will, 
but evidently there'• some anti-Semitic skull­
duggery goi ng on. I ' m a t home. I ' m still down 
with this dallned laryngitis. 

Oh. 

But my ottioe Just phoned ~.e that Senator Mead~'• 
counsel - - a fellow named ~onnally - - I don't know 
who he ie • ••. 

Yeah. 

•.•• phoned to say-- have you got a minute? 

Oh, yes. 

Phoned to say that at the secret -- a s an executive 
•eet1ng or the Meadll, CoJ!IIIUtee -- the ol d truun 
Commi ttee - - today, scme~ely, some engineer 
testified that he saw eome letter s or introduc­
t ion from Secretary Morgenthau and Justice 
Frankfurter to somebody named Abraa Goldberg and 
the whole thing - - Mead~ send word t o ae, he thought 
I ought to know. 

Abram Goldberg? 

Abru Goldber g. 

I nner heard or him. 
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What? 

I never heard or his. 

Yell, ditto her e. That's vby I thought I'd oall 
you. It must be some anti-Semitic skull - duggery; 
and they said that - - well, Mead- sent word that 
he wanted me to know this beoauee tomorrow the 
testimony will be published. 

I -- I -- I'm supposed to have given this man 
a letter or introduotiont 

You and I. 

No. 

You and I. 

Abram Goldberg? 

Abram Goldberg. It evidently has something to do 
with war oontraota or what-not. 

No. 

But evidently it's some -- as I say -- eome anti­
Semitic stuff. I have put in a oall for Mead., 
who ia still at the eeeaion. I vas wonder ing if 
anybody on your behalf had word about Mm. 
Henry. 

Yeah. 

I suggest that in view or that marvelous executive 
system or yours, you get somebody to look up at 
onoe any - - in your files -- whether there are 
any letters from you personally to a man named 
Gol~erg. I know there are not, but eo that you 
oan Aatinitively deny it. 

I'll do it right away. 

It's supposed to be - - there were very indefinite. 
They -- this is evidently a kindness that they 
revealed what took plaoe 1n an executive aeeaion. 

Abra• Goldbergt 
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What? 

I never beard of b1a. 

Well, ditto here. That's why I thought I'd call 
you. It must be some anti-Semitic ekull -duggery; 
and they ea1d that -- well , Mead- sent word that 
he wanted me to know t his becauee tomorrow the 
testimony will be published. 

I -- I -- I'm euppoeed to have given thie man 
a letter of introduction? 

You and I. 

No. 

You and I. 

Abram Goldberg? 

Abram Goldberg. It evidently has something to do 
with war contracts or what-not. 

No. 

But evidently it's some-- as I say-- some anti­
Semitic etutt . I have put in a call tor Mead~, 
who is still at the session. I vas wondering it 
anybody on your behalf had word about him. 
Henry. 

Yeah. 

I euggeet that in view of that marvelous executive 
eyetem of youre, you get somebody to look up at 
once any -- in your tiles -- whether there are 
any letters from you personally to a man named 
GoldPerg. I know t her e are not, but so that you 
oan A&tin1tively deny it. 

I ' ll do 1t right away. 

It's eupposed to be-- there were very indefinite. 
They -- th1e ie evidently a ki ndneee that they 
revealed what took place in an executive seesion. 

Abraa Goldberg? 
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Abraa Goldberg -- supposedly letters of introduction 
from Secretary Morgenthau and Justioe Frankfurter. 
And this vas testified to , not by a man named Gold­
ber g, but by some engineer who said he saw them. 
Beet So it sounda -- it's all very f ishy. 

Yeah. 

But I thought both of us might as well be prepared 
because if ...• 

I'll call our -- I' l l send t or somebody right away. 
I'm much obliged. 

All right, Henry. Henry. 

Yeah. 

I van t to thank you and congratulate you on your 
statement on Henr y the other day. I thought that 
vas very good. 

Well, it vas spontaneous. 

Well, I said it vas very good. I wouldn' t oare i t 
you had sat on that egg tor two week s or it it was 
full-born. 

No , it vas spontaneoua. 

And, Henry. 

Yea. 

I vas delighted to see the President's le tter. 

Th.a t vas good. 

That vas good. 

All right. 

Good luck to you, Henry. 
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Mr . Clayton. 

January 30 , 1945 
4 : 23p.m. 

Hello , 11/111. Henr y ~lorgenthau talk! ng. 

Yes . 

I just thou&ht I'd tell you t hat eomebody has 
leaked the story on this French Lend-Lease. 

I heard. 
me here 

Yes. 

I was told-- I don ' t know who told 
Treasury Department , I gue ss . ... 

that a man named Twitty , I thlnl: it is .... 

That's right. 

. . .. had called in and wanted-- tried to ge t some 
information but you didn ' t give it to him. 

Well , he ' s got it that-- you know -- that I thr ew 
the monkey wrenoh in . 

Uh huh. 

And thet they were ready to sign last Tuesday a 
master lend- lease, which was news to me, but it 's 
too bad we can't work in a room together without 
somebody leaking. 

It cert alnly is. Well , I-- I don't know, ~enry , 
but I i magine t hat they ' ve go t probably s good deal 
of guess work i n it , and then some of the stuff 
they got from Monne t , I imagine. 

Yes . 

Because it ' s extremely difficult to keep anything 
from him because he gets around and talks to so 
many oeople. He puts this and that together and he 
ge ts to know pretty well what ' s going on. 

Yeah. Well , anyway .•.• 

That ' s ~~hat they t ell me about him. 

... 
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'Ahat? 

I say, that ' s what they tell me about him. 

Yes . 

I don't know hlm too well . I just met him about 
a month ago . 

'1lel l .... 

I know that he ' s extremely active and moving 
around all the tlrne. 

Okay. 

\·I ell , I 1m -- I 1 m very sorry that . .. . 

I am too . 

this hapnened but I - - I f eel ~retty sure 
thet it didn ' t come out of her e , except , of course , 
j ust in talking w1 th l~onnet , why , he might have go t 
t hi s or that impression and then put two and two 
together, and has t alked t o this fellow. I imaginP 
that ' s t he way it happened. 

Let me ask you a question . 

Yes. 

Were you people ready last Tuesday to sign a 
master agreement? 

I think that we 
That was the 
and that was 
to be done . 

Yes. 

-- I think that ~1e probably were. 
we had the agreeo~t all ready 
that was what we thought ought 

That 11e ' d sign a master agreement vtith them and 
then work out t he de t ail s of t he implementa tion 
of 1t as to wha t they would get and how. 

Wel l , he had that part of it. 

Well , Monne t -- Monnet, I'm sure, knew t hat t here 
was under consideration the e1gn1ng of a master 
agree!llen t . 
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Yeah. 

Because he talked with P.arr; Ho~kins . I'll tell 
yo•t th1 s much thP t I -- the t I know. 

Yes . 

He and Harry were talki ng toget her because there 
was a question about Monnet goi ng back with Harry . 

Oh, yes . 

And they wer~ pushing me like everything - - not 
Harry, but Honnet wa s, and I talked with Harry 
and he wanted to know if I thought ~!onnet would 
get away, and I said - - that was by Wednesday , 
t h1 s last liedne aday ... . 

Oh , yes • 

... . a week ago-- and I said I didn ' t see any 
reason why he couldn't because we had ~he -- had 
the agreement r eady . 

Yes . 

And I thought thet we had a green light on i t . 

Yes . 

Now, from things of t hat kind, why , these f ellows 
might have pieced things together and did a little 
emart guessi ng and you get this story. 

Well, for whatever it is, the fat ' s i n the fire . 

liell , I' m sorry . 

Okay. 

Bye. 

Bye. 
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Hello . 

Mr. 'llallac e. 

Hello . 

Hello , Henry. 

How are you? 

January 30, 1945 
5:13 o . m. 

I just wanted to express my very deep grati tude 
for the spl endid statement that you made the 
other day . .. . 

Oh. Well , that ' e nioe of you. 

and to inquire if -- when you'd like to 
if you ' d like to start walking again . 

I 'd love to . I ' m at the Shoreham. Remember the 
corner you used to meet me at twelve years ago? 

(Laughs ) Yes , air. 

\~ell , do you want to meet me there about a quarter 
of nine? Ae I r emember, we us~d to meet there at 
Co ~necticut Avenue, dldn ' t we? 

Yes . Well , all right . I ' ll tell you whnt you do , 
when you ... . 

Yes. 

When you ge t ready to start, why , you just nhone 
Adame 4222 and I 'll leave a t once and that wi ll 
enable ue to meet there just a little to the west 
of the corner where-- thPre'e qui t e a crowd there 
ga thered on the corner. 

Oh , I see. 

Adame 4222. Sure. Lots hae haopened but I don 't 
know -- you ' ll have to bring me up to date because 
I know that Rosenman has been doing a l o t . 

Yeah. 
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And just what he's been doing, I don 't know. 

He hasn't -- appa rentl y hasn't had any r eply 
yet trom . ... 

I sent the Pres"ident a cable, wholly on rllY own. 

Yeah. 

And which I'll t ell you about t omor r ow. I sent 
mine before Rosenman sent hie . 

Yeah. 

Ther e ' s been no answer but I t hink you're gaini ng. 
At least that's the way I teel. 

Yes, I th1nlt so. 

Well , I'd l ove to hear what's going on. 

All right. 

Thank you. 

F1ne, Henr y. 

" 0 
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t!E~.!ORANDUM FOR THE FliES 

On Wednesday, January 24, the Secretary had a 
luncheon meeting wit n the Washington group of the American 
Delegation on Bretton Woods. Thos e present were Secretary 
Morgenthau, Senator Tobey, Congressmen Spence and Wolcott , 
Marr iner Eccles , Leo Crowley, Judge Vinson , Dean Acheson, 
Herbert Gaston, Harry White, Joe O' Connell and Luxford. 

The Secretary explained that there were some 
differences between the State and Treasury Departments 
regarding the form of the Bretton Woods legislation and 
that he v1as anxious to get the reaction of our Dele~ation 
to the various proposals . The Treasury r epresentat1ves 
then explained t he reasons they preferred a bill expressly 
authorizing the President to accept membership in the Fund 
and Bank. 

Dean Acheson in turn explained why State preferred 
legislation that would merely declare it to be the policy 
of the United States to enter the Fund and the Bank 
together with the necessary enabling provisions . The 
Secretary then attempted to get the views of the various 
Delegates on this issue. For the most part, the Delegation 
failed to ~rasp the nature of the difference between the 
State and 1'ree.sury proposals and their opinions reflected 
this f ailure . It was ultimately suggested by Mr . Crowley 
that both alternatives should be considered by the 
Congressional Cocmittees involved and that they should 
make the determination. It was later •suggested that 
perhaps the legislative counsel for the House and Senate 
might be able to furnish us some guidance on the point . 
The matter was left that we would present both drafts to 
the two Committees who in turn would raise them with their 
respective legi slative counsels. 
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Marriner Eccles stated that be was somewhat 
unfamiliar with the other provisions of the two drafts 
and that he had some definite views on the que~tion of 
establishing a Board to formulate American policy 
vis-a-vis the Fund and the Bank. Mr . White explained 
t o !Ir . Eccles that we had spent the morning discussing 
the legislation with representat ives of the Board of 
Governors and that we had told them that they would have 
an opportunity to express their views on the subject of 
a Board at an appropriate point when the legislation was 
being considered by the Congressional Conunltt ees . 

The Secretary raised the question as to whether 
it would be more desirable to initiate the hearings on 
the l egislation in the House or Senate . There seemed to 
be no definite views on this subject , although Congressman 
Wolcott suggested t hat if the Senate were to consider the 
legislation f i rst, it would probably resolve one wa:y or 
another the treaty issue and this ~uld facilitate the 
consideration of the legislation by the House 1'ihich was 
less concerned with the treaty issue. 

All the members of the Delegation were extremely 
cooperative and displayed a genuine interest in seeing the 
logiolotioo adoptod. ~ 
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January 31, 1945. 

On Januar 30 194 there was a meeti ng on t he Bretton 
Woods leg s a 1on a he Federal Reserve Board. Present were 
Messr s . Eccle s , Szymczak, Morrill, Vest , and Goldenweiser of 
the Federal Reserve Boaru, 1lr. Ferguson of the St ate Department, 
and :l.lessrs. White , Luxford, and Brenner of the Tr easury Depart ­
ment . 

The question of whether the le gislation should provide 
fo r the establishment of a board or council to carry out 
t he functions of t he Unit ed St ates i n connection with the 
Fund and the Bank was di scussed at some length. Mr . Eccles 
stated the position of t he Federal Reserve Board to be that 
such a board or council was essential; that it should con­
sist of the Secretaries of St ate and Treasury, the Chairman 
of the Board of Governors of the Federal Reservt System, and 
two other agency heads to be appointed by the Presi dent . It 
was pointed out to Mr . Eccl es t hat both the State and Treasury 
De~artmen s feel strongly that i t would be a mistake to put 
t h1s provision in the l egi slation. Nevertheless , Mr . Eccl es 
concluded that when he testifies before the Congressional 
Committees he will suggest such a board or council as an 
alternative to the urovis ions co ntd ned in the draft lB gi s­
lation agreed upon by the State and Treasury Departments. 

It was agreed t hat the· section on depositories woula 
be moaified to meet the suggestions of the Federal Reserve 
Eoard. The neVI section wi ll require the Federal Reserve 
banks to act as depositories· and they will act under t he 
direction and regulations of the Board of Governors . 

The Board suggested that in connection y;ith the limita­
tion placed upon the amount of non- interest bearing notes 
which may be issued, separate limitations be provided for 
notes issued to t he Fund and notes issued to the Bank instead 
of a lump sum limitation for the two i nstitutions together . 
It was felt t hat this ~ould be unwise in view of t he fact 
that i t might lead Congress to treat the Fund and Bank 
separately in all t he provisions of the l egislation and, in 
effect , to pass upon the two institutions separately rather 
t han together. 
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In connection with the financing of the subscriptions 
it was pointed out to t he Federal Reserve Board people that 
there would be offered to the Chairmen of the Congressional 
Committees an alternate provision authorizing an RFC t ype 
of financing i nstead of an ~ propriation. Mr. Ecole s agreed 
that t his would be a satisfactory procedure . 

The Federal Reserve }loard ,,as somewhat trouble d about 
the fact that returned portions of the subscriptions of the 
United States would be credited to the Stabilization Fund. 
They suggested tho.t such repayments ~o i nto miscellaneous 
receipts and t hat we make the Stabillzation Fund permanent . 
This sugge stion was accepted. 
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January 30, 1945 

MEMORANDUU FOR THE FILES 

(For t he Secretary' s Information) 

Vlhen I spoke to Mr . Crowe , President of the 
Detroit Economic Club last week, he indicated that they 
customarily have about f orty-five minutes of discussion 
at the end of thei r lunch and inquired 1vhether the 
Secretary would >tant to speak t hat long. I informed 
him that usually the Secretary prefe r red to speak 
about half that long. He then suggested that perhaps 
Congressman Wolcott could also talk. I told him that 
t hi s sounded l i ke a good idea and he suggested that 
I speak to Wolcott . 

I spoke to Congressman Wolcott today and he 
said that he woul u be very happy to accommodate him­
self t o what ever the Secretary would like. I advised 
him that I thought we could plan in terms of the 
Secretary making a twenty to twenty-five minute state­
ment. He said this was agreeabl e to him. I tol d him 
that if he needed any help on the matt er of preparing 
his speech we >toula be very glad to furnish him .vi th 
reference materials and any other assistance he wanted. 
He thanked me and said that he woul d call on us if 
he did need some help. 

Congressman Wolcott also asked to see a copy 
of the Secret ary's speech as soon as one was available 
because he would not want to cover the same ground as 
the Secretary had covered and he would adjust hls 
remarks so they would synchronize wi th those made by 
the Secretary. I told him we woul a. furni sh him with 
a copy of the Secretary ' s speech as soon as it was in 
draft form. 
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718 JKksu Pl~ct, N. W. • Wu.laljbul 6, D. C. 
J~nu~ry 30, 1945 

The llrutoro.ble Henry l.!or.,;enthau, Jr. 
Secretary of the Troaoury 
Ylaahington , 0 . C. 

Dear IJ:r . Se eretary: 

Thio ia t<> thank you for your oost effective participation 
in our "Labor- U.S.A. " pro&rllllllaat Saturday, on tbe Blue 
Ne twork. The listener reacti on we have received was 
excellent . I also want to express my appreciation for your 
ver y kind l etter of January 29, and I am very plonsod that 
you liked the program. 

1 am enclosin& hereY11th some clippings frOlll THE CI0 !IEWS, 
which will indio~t• aome other wayo 1n which we are tryin& 
to create popular interest in the importance of the Bretton 
Woods Agreement. 

uopwu 167 

Sincerely yours, 

,4..7~··--
Uiii OeCaux 
Publicity Director 

.. 
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tkl• a~ nr-•"io• or the Ff'l ... .-.1 H.i•.al 
J ....,... P"'',..._ 

1 TUi-: \8U:o;Uln:~"T 0¥ A 
Nef.ou.l v .. t 'tr. u f'H'GttUIW-'"1 
liloy tM !<mate S•b.CCIImllitt" .. Wart• .... 
tl~th •ltd t"!dwetiea. for f'l'*blllh•JC Jll,.. 
111lt ti@hDqV!f'MY• 

4. A -.000 PEOKIIAJ, A1'1'fl0. 
p rlailo11 to r11be te•d1•r•' aelariea tutoil to 
hi re e(l\lltlonel tf.ll('_hc n to rrlie¥tt flYf'l'· 
tr••w;lln• ot cle.IIM!a, 11.1 originnlly ll(h'"'"'"d 
In tl•• Th(lmh-Hiii· Ra..tnllpe!'k Hill. 

6, A tiOO.OOO.OOO APPROPIUATION IN 
tbt MIIM! bill for eqaalUi.q !dUHUmt~•l 
•pporthltle.. betwtft nanl ... ,1 erMa 
....... 11. hfot:WH~t Mrt.Jw,. ud IICMII~ 
. ,. ._.. .. HW.. Od•f'f'• N"Sf'' ...ct dlt• .,_ 

f. Tllll RIOBT OP E\' P.RY CJIIJ,D 
with •.,UilJ to ettnd • (rM t'OI .. k' 

~DAY tbt a•tloftal a1't r•.- .,., for 
lf!t~th~,. It t l.OOO a yee.r. Abo11\ 66,000 

ttll(ht,.., eight t.n t vtry hu.ndffl:l, rectln 
lt ll th•n 1(i()(). Ntgro te•dl4'1rt In th.t &tAt• 
ot Wlu.1ulppl get 1377 a year. Ia ffLf•l, tl1• 
N"f'(I'O teldlt.n Joee t~.OOO.OOO • )'f!ar bt­
C'UIM of pay diiiO'In'IJu.tkm. 

,.,.. rtialio•&llip bel1f'f'd tt.atlttrt' ..t.. 
rltt .... ,_,. daild ia .... ., do.. u ... (U 

a ...,.._, lfn htr httt to ,.., dUid. .. ,.. 
lilt, ......... w 011.1 W.WIWte ... tt.. ...,_.,.......iloloolo_., 

Xt;OICO tt \C"IIJ"..JIS ,Utt: •-a ta. -~~ ,.w Ia llilt ,_•o•r.,....,. .,. ...... rt•l-10'11 ........ le , ... 

111• OC f-U.Mil.OOO .... .aty, .._...,, ,.._111ff btla••n~ II,.,~ t.ht. 4ntiiiC •I~•"""" .. t"­
J'~rU .Ud nut •• rAII('aiMII ..... ~~. " '"'' " •~•• PIIO,OOO..OOG '"' ••• ••11,..\,. ...... t er h.,..,,.,., 
,..,.,....._ ud lor ~~~llll:d•c ,..w•tkllal efll*llliiiiW... Tilt. biD • ·o11 tht fltlll'l"'" uf tt111 C' ld1 a1111 t'IO~ 

J't\(l, Til" C'tn ,...,.,.,.,. orl(e r~11lloollflt "t 11tlwr lf'aile • • lll• r,f'CIII ... lll .,.,,,.,, lh&.,. l'"'l•t to:ol •IIMt 

I~ .Hr.. W, ~·~~ M.ll .... lf)' • 11 f'l0 t•lldHr, of 1,._..1 Alll"t• oC lk S('.M\\'o\, i\hl' I• 11 II'~ lwr I• llllf gt., :Z 
~~- h h;:lll ~ I• lranloo'f'li, WN \'lrtlllla. Ult ko ,....,.., rMol.,.,I•"C 11 •ll"'lll•tt ...... Tr~~tlw""' •etll. 

,..,,.. " '""'' dlflkolltt -••""'" ......... • • •"~""'•••c. u~~ ,....,.. ... ,, ..,,...,.. ht~floll•r;' 

,.,........ .. .,. •nrr""" roC l~t-r o• ll, •nJ i• 
...... woe~'"' ('ro....W ,.. • ....,. .... 

Uood .,;1.-t..,. _,.. IA.It'f'itlul aH.,.. 
,;., 4'•• • ,,.....,., witlt W er .. ~, ,..,l.:lf"a 
I• a da_urencrt ~hop lo A .. l tooU •"-t ,,..Jiy 
,...._....,. J<l<l! Ill ..,,J~\'1"1 ('u a hlllit..,.!Mfti 
ll'lk'hf't • hi) 11.....t"' :!'r:Jf. JMijltl'i a ola)' bl&n 
lim• hi ll ttd o)tll •It ~ )lnry doe1111'' tl41 hf'r 
'""'""•·nrkr 'rlwo l)lln-111 wit* llltil'" l•l thlntt 
•hmrt lhl~ Jlffll'•lMn• 1100n ,....11~··• !)tat 111• 
''''"' inlf'nt inr~~l f;>nt•llt<r mt~l••r ~u••tt t•l.-,•utt .. 
•11111411'11 l.'an ••nly l•~"·llo p,.,.,ltl. tll"-'!l•'lllo>fl 
..... tlly. 

Till<: ~~~tl;l!~ o)t d.e t f' .. •lwr, II~« ~oillf! .~r 1bl' 
ria ..., tlw ...i.1111 ••I U~tt M .. ...a. tiHI ...,.tit .o• 

.,, thr""""""" ... ilorltllp. \,lW! ,..m..-u.tlltll- • 11 

t'-'t '""'~ .... rtU1f'\l ,. ,.,, • .r ,...., 
f'll ... ltllll ••c--1. .\ .. , lht . ;f' flo( '"" 

atr"fC<~~ 1~ N.Mi.otanb of floUr ,.,u .. l,..'• M• 
,.,-.. H il is r•t. o.tr f'IIU•Iru lillrf•r, ud 
Mtr ~••u:n.ity ttalf•rc. 

A• )IIUI'rtl_.. ~ 011 krww diM1 11.- t!Jik"Aihm 

yMt "'"'h't'\1 ""'ll:'l inad~a•.uu~. Or~ly tiO flt'l' 
"'"' ur .\u••rkar~ll tomJ' Itttf'll ll•tt ~;tRhl l' 
Hr11Je 11r 1.,..:<. flit .. 'll\'ltll( l'lt'IHWII, '1'1.., lnr ky" 

tlflM V.tJH 1)11 to M,;lt M hool, ""'' 1111 "''' n 
•tt•a.IIH 11nmlM•r v.ent on to C'l)lfi',~Cf, 

Thte totmmt•i"· 'V.'al the lo.tr. Por •114!" 
A•neric-a ~·"'" to j\Jthl faod~~mo •e 
tftp.1 ;~ d• to f•~ieaal illitu.,-. 
'htu ,..., 1!1 dirifioat-1) cliriaie.s w-.idl 
C11NW M1 ... ~ 1M ,_.,,, Of I~ "--t 
a •DIM. ~ .hltt. ud a ..-,ner et a 
•111'- nre x~ It .-as • t't»tly ..,W. 
ror~t41pay. 

J ll I'; 19-m draft drlllllli••ally ~ntN.I 
l\11:gt r at th• r06t nf )I)W' NlfariH 

tucllt.rll. 

th• 

'" 
t'or th~J 12 tlllltt llutC In 1920 r-Jtl Ute 

ln•·r•t ••'-'tk• to t~clter• fou•d out 20 
run litter u ... t 110 , .... IM'' th~mwnd • tr• 
101. P.rtP"'rl'd to ..,...., the minhn•m ed1~ 
tMltul atuda.rd .t t .. r reon of M!Moli•s 
ft r allita.ry ._f'Citoll, 

Tloe12 ......................... ..... 
n..Ja 1J20 nopo! ~II f..,.""¥ 

l• tl~ r..-t tluit to"'" Zl ""~~" J)ll'r u ..... ..,..nd 
,.....~('d ~· thlt• CfM.lt H·ar- of ••i••olia~s-

~1'.-\l.IT\' .t f'l:l.,..t....._. ._,.*'-n•ur 
~ ~ ......... _,,.... .. ot .....,_....,., 

Teo:lay dat ,.,,..,. nit ~ a ~Niilf. 

A•J bthor .-.. ~lp ,._, ao·hit-Yt il, f&r C~UT 

~ltildre11. IIIMI ottr fell••• wort•r11• f"hi loi i"((L 

l'l'tl'idl'nl Uoo~vfll t1a~t writtl'n lr~h• lila 

nt•W Hill ro( Uightll "tlw 1 l"fil ttl A Kl)(ld 

f'lht••~ttlt>tt " lllot•• whl• t iHt rhclll tt• 11 job, 
ltott~ fll'l"l'll·•·titnt Ill okl Iliff! Mlfl 1111-.•nhl• . 

Attd labor liU aln.)ll d1'1••11~ of thl1. 
l •bor lind l'(h tN! IiBII 1111\'1! l1•d 11..11 liJ.'-IOrio 

rt'latl6.:dUp. Si.w.e tht f\not 11tri~ittsr:., ef 

Lla.r u •• ·~J~I ~tl'flfiP. ••"'•" han 
•if'ldt.d • ,..-rf•l ie....._. f•r fM*bl.ie ~· 
,.,__ F•r tile alnllltX.., fer ''" 1..Wie 
ll'floob WU t'IM e( lhf. t\f'JiiC fllo•b iw the 
I!Ait!',_.. of orp:11hffl lt!.hnr. A• L~i,a.. 
t il'lfl'l .t worti•cnw• in l 'hilllo&ltlllflia in lfil2!J 
tl'fflflllltf'.,)M:I tlt•t Jitthllf" ~hi)OI,. be •rffied 
Itt ,.'f@ry l~~o•sality nf ttw ~o-t rtt,., ll•a l ptJfttl1ar 
,.ff'l•t ion t1f .!'f·I•MI lwN~rd!l t11• li,.ld, ""'l lbnt 
r .. f'lln••rtlilln , .... IIYIIIIIIII!IfJ ((lr t hlldtl,'fl M 
lt!f! riooft lind JWWlr nlikl'l. 

~OAY tl141 ('10 t,..a.-lwrti •1t<IW t)lf way 

to t:'<lntin~ tlllt l•ro.~tr••tt Ia a wrioet of 
t..,d-"'a.t.ift dt...alkl«. It ioa a PfOA'nll" to No 

·,n .. ,. .,filM"....,... •• ,. et htt~. 
,.,.,. ..... ........... l •• , thal ~ 

IJraM ,,.. the mil ., lah&r. ,..._., .ayt 
\'oa .,., a trade uiolli•l • .,.., 1" aN alto 
• l»l'tll"- ud your rflilol~¥• ant ; .. penut 
lit y... flave roa ••""" 1111r1 lfl pareat.. 
t .. r.dwr UAOciatio11 h!Hti•~C~~. f II~ your 
or,ttanlud «JOap of .,_,..,., ... , JO•U lt'ldl 
unim~ , M.n.11k!f''"l takll'll; Alt ltdlve rc.lltt l11 
)'O\Ir COinnmnity'll Tlo11.rai of P.<liM"ntlon f liM 
your l~ading hody ot tr•de \lltiolll~t• J~ktod 

iulo Ute problf!mt of •ta1e 1ld ror f!d"Oe. 
tlont Ra,·e yoa JMide'!d " rt!WIIutiOA ...-~ 
f)CN1i~~:,a: Utt ttdforal llid hut to edcte*lklll t 
h la your l'hild., aad 7011r w lc"btr•• "'..hiM 
hll fOOt ftilolf ..-orttr'• ~liW • hoM tvt•re 
............ """ ... ._. ..._ u.. - •' 
•'l'fd tlofr•fll\ ~ (th'l II tll'r' 

• 
• 

.. -

' .... 
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eLAUMIJII'e 
T NI WI.U M a TORI 

eoNWiT T ILI.Il" CO, 

'"."" & e&OIR 
OUUIL eAO·TH I"' 
LIT 8Jt OTH&flle 

1" 1 ---
LABOR STANDARDS ASSOCIATION 

80S aANlCEIU ~ 8I.D(l. 

PKD.ADILPKtA ?, PA. 

January 30 , l94::i 

Dear Hrs . Klotz : 
I om oe~~log your attention to the enclosed 

ed i torial ~ich S?peare~ in the Pbilaoelpbia Record of 
J'lnuery 25th And onti tled T'!~E Yl!RCE O!i' SLll':E - A'i/.!N , i\ND 
.\CATII,A~ID AC_U:L It may bav<J e:>ceped the attention of !'r . 

1~orgecthau . 

• 

Uow nr" you an~ t !le rest cf t.he C!lmily? 

Kindest r osb rds. As ever 

Cordially !rours , 

Regraded Unclassified
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Q~::::: ~:::=m• 
~gain, and Again, and Again 

Venom for sale. But t!)e American people 
·• ren't buying. 
·r The Roosevelt-haters never learn. They 
began their march of slime even before the 
President was elected. 

It didn't fool the American people In 1932, 
when Tory prophet£ warned that Rooeevelt 
would ruin business. 

It didn't work in 1936, when they cried 
that he had ruined business. · 

It didn't work in 1940, when they cried 
"Dictator!" It didn't work in 1944, wben 
they screamed every lie under the lUll. 

l' et the mal'th of lllme so- oa. 
1n the recent election, tbey invented the 

cliche, "Clear It With Sidney." They called 
Hillman a Communist. 

AI It happeoed, Hillman had been the 
leader of all American labor In ripping Red 
COI!Itrol out et hl8 unions. AI for any orders 
to clear everything with Sidney at Cblcago, 
well, they were disobeyed wholesal­
especlally when Henry Wallace wu reject· 
ed aa VIce Presidential candidate. 

Now 1116 alim<l bucket brigade 1l4a atarted 
Oll4 member of the Rooaevelt OllbiMt. T11it 

• tim<!, Hetl'1/ Jforgellt}lav. 

C ..• 
• Senator Wheeler is merely the latest ot 
dla Uk to take up the cry first railed by the 
Tory prea: 'lbat Morgmlhau'• alleged plan 
to remove poteatial war factori8 from pon-
wu Ow: ....... r...,.n 

• b 7 I 
- • - - c:rz from tbl 411 

Bat tbe Amerlcoa people an sol fooled. I _ 'I· The American people know that what llt1':; 
( 1 ports to have been the "Moramthau plan 

• was neither cruel nor unUIU&I. Actually, no­
body Jmows what tbe Mo~thau plan was. 

We do !mow ~everal (lah~Det ._ben wen 
asked to submit .,....,llal ~to tbe 
ProsldeJrt Ia ad\'UICe of the Quebec COllier­
'""""- We do bow that then-,. 1' -
" leak" to the ~ to tbe ellect that MoJ'IeB· 
thaq bad propoeecl cJe.lacla.trlal.llllq Gel'­
many. 

Now in Bl:lta!n such leaks would be nm 
down by Seotland Yard, and betrayers of 
confidence given atllf prison terms. The 
United States baa no law of that kind, 10 
"leaks" become more and more common. 

While we don't believe for a minute the 
silly propaganda that Moraenthau's plan 
really stiffened German relbtance, It It did 
the blame falls on the person who "leaked" 
on a confidential memorandum to the Pres!· 

dent. • • • I 
Regardless of what Mo~thau said, The 

Reoord stands foursquare for a peace which I 
will make it Impossible for Germany to again 
plunge the world In war. 

, It that poUcy, which also b reftected In 
the recent. Vandenberg propo~al and many 
others, makes fanatic Germans more fanat-
Ical- . 

Then It make. cleu WHY we mult 
their war mac"IM utterly. 

Such a German attitude conllrms what 
most of us believe-that Gennany wantl a 
soft peace now, 10 she can get ready for 
World War m, which she hops to win. 

Yes, Germany's hopes all the hopes she 
bas-are tor a loft peace. 

Wbo Is the leader ot U. S. advocates ot 
a soft peace? 

Sellltor JlurtGa JL Wlaeeler. 
t'be - Wboeler wbo foqllt tbe draft, 

tougbt leDd..Jeue, tousbt clniUitc of~=~~ ~ 
reaeiAld to tbe faD of Fruoe wl.tb a • 
that BrllaiD .tate Ill war alml; drculaiAld 
mlllloa fraDked )IOitcudl ot aati-WU' prepa-1 
gaada amoag tbe U. 8. armed force~, 
lie expeue. After we were pluage4 lD war 
aad froutll attack beouDe duprolll, the 
......, Wbeeler bepll a eerlee of aide, 
dort. to clllp&rap tbe - ot 
victory, aDd eDCOanp oar 

Wheeler's attack upon Henry 
Is a tribute to the Secretary of tbe 

.Atty ma11 who - U.. Mt• ot 
Wheele7a olld tlurir ~ e<~rM It becawae 
86ml8 Ais COIUibV 0114 Itt c:otiN w!icmtly 
all4 -~ a tdlcU lle4rl. 
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T H E FOREIGN SERVICE 

OF THE 

UNITED STAT ES OF AMERICA 

My dear Secretary Morgenthau: 

AMERICAN EMBASSY 

Chungking, China. 
JO J&nU&rT 1945, 

Your ·l etter or De cfllllber 16th was handed me by l!r. Adler . 
I deeply appreciat ed your letter and I have found mT conver­
eations with Mr. Adler Teey hel ptul, 

I have told Mr. Adler t.hat I will keep him advised rro. t.iae 
to t.iJDe on every subject. t.h.at arieee pertaining to tinaneea and 
eooDOIIIies and on any other subject that may be pertinent. to hie 
&inion here, 

This note is intended to be an appreciation or your ldnd­
neea and t.he generous support that you have always given ae. 

With kind regards and beet wiehee , 

Honorable Henry Morgent.hau, Jr., 
Secret.&rT of the Treasury, 
Wuhington, D. c. 

i 3 -
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Dtu JohDa 

It plaaaad .. craatlt to reaa JOUP letter ot 
Jan~ar, 27 on the tar~natlon ot JOur aertloe aa 
llaouti~• Diraator ot the iaP llfUcae Bo~. 

You ha~• dona a raallt creat Job aa4 one that 
wUl, I hope, oauaa JOU to be held la p>atetul 
-.or7 bJ' aJI1 people. Cartalnlf I ahall not torcat 
the anarCJ aM 4not1oa that JOU han broqht to 
'bear on thh hhtorlo halt ad the IUOO .. III that 
haYa bean attalDI4 througb JOUP attorta. 

Thoagh toa are no loaaar lzaoutl~• Dlraotor I 
ahall atill be lootlnc to {ou tor a4Yloe aa~a help 
10 lo111 aa tha Boua opera •• aa4 I .. a Mabar ot 
lt. 

Sinoaralf, 

(Stsued) Bonry llorgentbu, Jr • 

Ill'. J. •• hhle 
Aaalataa~t to the Seoratar,r 
!ra&IUPJ Departaent 

• 

Regraded Unclassified



0 

EXKunYE OFfiCE OF THE PftESIDENT 

WM ltBUOII IOMD 

January 27, 1945 

My dear Mr . secretary: 

I cannot terminate today my service as 
Executive Director 01 the war Refugee Board without 
expressing to you personally the satisfaction which 
I have derived !rom this task . 

As I know so well, the War Refugee Board would 
not have been established ir it had not been for 
your courage aod intense interest . Nor would the 
war Refugee Board been able to accomplish \'<hat- it 
has accomplished Without your active daily support , 
as well as your ideas and inspi rati on . 

I think we have all gained a great deal 
personally from this experi ence, as well as having 
accomplished a great deal of good, and I want to 
thank you on my behalf , as well as on behalf of the 
mfuly people who have be~efited from the Board ' s 
acti vi t1 es . 

Faithfully yours, 

rlPc~-Pehl e , 
e Director 

The Honorable 

The secretary of the 1'reasury 

·. 

• 
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TREASURY DEPAR'mDI'l' ORDD\.157 . ~r ~~ 
# 

- I hereb.r delegate to J. w. Pehle, Assistant 

to the Secretary, an<l t o auch persons as he may 

designate, all the powera, functions, and duties 

of the Secretarr of the Treaaury contained in 

Procurement D1v1aion General order 3 approved b.r 

.. tod&J. Tb1a delegation takes effect immediately • 
.... 

)H II tS A t•a rd · ar s 

secretary of the Treuury 
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a. !be Seoretary or u.. Treuwy, ..- hh clooaipated 
rwpr .. ..,tati-, .Ul o.,...id.lr all •uob requeau ror a4ju.a...,t, 
will obta1A •'*' ad.diUaaal e'ri.S..oe u he .-..,. • PI'ropriata, 
""cl will rwo4ar t'l.nal cloooiaion U..rwon. Upon requen, ta. 
appl1eut -.y be cr-ated oppon-lty tor oral cliacu .. iGD or pre­
-taU• or ...Uti-1 •nd.laoe. 

'· !be appropriata n.,;1onal Dlrwotor will be addaecl 
ot the final d.lohioo l A oaoh oaae , 1111cl he will notlt)' the •l'pllout 
and telce Ill!)' aoUao .. oeuary to oarry out ... ob cleoiaiao . 

A,pprcr .. ch 

J . 11. l'lthl• 
Aaal ataot to tbe Seoretary 
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TOt 

ntalt 

SUIJZC!t Blculat1-.a ocm.oerniA& ~-~ta or Salea Ccm.traota 

' !be tollwiJl& pr-clun aball be toll-cl u to all HCiiiUU 
tor aclj~~a~t lllldltr the pro't'iaicm.a ot ~It 6 of '!'reuury Depart.eat 
Saloa CCDclitiCDa lo. 1. elated JWIIIU')' • 1~. readl.JI& u tollGnt 

• s aloo an aubjoot to auab adjuot.ant. upam tlta 
raquoat or tho purabuor • u the Seontary of 
tho '!'reuury. or bia ciN i p>atacl ropna«ltati,. • 
.ay. 1n 1t1a cliaontiCD• «WtenliAo to be ....,.1Ul>lo 
•<»r tlw oiro...tcoea. a.t....U tor an7 allah 
adjllat.ant wUl be oGDaidere4 GDl7 it tilecl witlo­
b> t..~ cla78 attar tM data ot the •Utnr; or 
the l~ioe ot Salo ( or allah other periocl u -.y at 
..,7 ta. k •peoitiaally all-.l 1n wrtt1Ac) 1n 
the .oaer pnaoriloecl b7 a pplioable rer;ulaticaa 
ot tlta ottioe or Surplua Propeny. rnuury o.­
pan..at. oopioa of 'llldelt ..-,y be obtalaod fr'• 
thet ornoe. l'lult1Ac'-• u. D. c •• or wq Bor;icm.al 
ottioe or t .ha11 ottioe. !loe 4otanU.ti am or t1ta 
S.ontary ot tlta '!'reuury w lth cloaiptacl ropnaoa~ 
tiw aball 1a all -• be tiDal.• 

1. Boquoata tor acljlla-..t altall be tilocl 1A wri tiar; wl. til 
the lapc:aa1 Direotor or t1ta lleslamal Oftioo that haadlod tho t,..,_ 
ticm.. !loe appl1-.t altall atata t'lllly tlta bub upGil 'ltllolt the a~ 
•at 1a raqu .. tacl. 1aolud1nr; a cleta1lecl atat-at or all the nlo,... 
taota. ancl aball atata the nature ancl o%taat ot the acljv.at.aat cluirecl. 
llaq\l .. ta tiled attar twllt)' claya attar tho data ot t1ta - iliA& ol t1ta 
lotioe ot Salo will ...t M oaa1clare4 IIDlou tlta appUoant alt- •­
pelliar; nuoaa 'lllll,y U• aa t.praotioabl o tor h1a to til• the J'OCliiOGt 
111 ~ IIIIOit u.. 

1. b&iaal Direotora altall ~cl1ata1y acl:ti•• tho Dirootw 
of S~arpl~~a .Prcporty. •abtact-. D. c •• or t1ta elate of f111A& aacl 
aaturo ot oaoh .....-t fw aclj~~at.aat tiled 111 th tua. l'aolt b&i~ 
Direotw eltall ran .. or - to be ..-n ... cl all auolt HCliiOota ti1o4 
111111l ltia om .. •cl altall• ......, aaoeaaary. I'OCllliN thet tltey be -484 
to -t tM J'OCllll..-u or parap-aplt 1. abow. ro the o%taat M ...._ 
appropriaw. t1to llep-1 Direotor -., abo. u pan or .... ..-n ... 
raq-.t udU;t.~ t.at-t1GD ~ the applioant ar u.titl~ wr1-
tioat1c. or tM taota atatacl lloJ' tlta appl1-t. aacl -,y orclar iupootla 
or tM pr.,.n,- 11lftlftcl. Upe .-.1oua of •u• l'e'fiw. 1111.1ob eltall 
be u pr_..,t u pouiblo. tho a.p-1 Dinner obal1 rotw tho ... ...n. 
tocothor 'll til the *'"" tilo ancl lth r•-....,."•· w tho Dt.reot. 
of Surpl~~a Property. lluldacta. D. c. 
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a. tho s.onu,y or u. rr-.uy. cr"bia daalpaUcl 
repre-tathe. 1l1ll o..,.1dar aU • ..- raq ... ata ~or ll<lju.e--t. 
wUl oln&1A.,.,. a441U.al ..n-... u 1M ...._ apprGprl&ta. 
aali will reaar t'1D&l daohl• tbare... 11pe raq ... n. u. 
appllaan -7 be sr-W. oppertoaS.v ~or aral cl1a ...... l• or pre-
._taU• ot ackll.U-1 aYI.dalloe. 

•· on.. appropriaw l!ia&lcaal Dlreotor will be aclYI.aecl 
ot tba ftnal cleohiOil la oaob oaao. Ulcl be 11111 aot1t)' the appllout 
and Wlca allY aoU• .. oeaaary to ovry out auob liao1al• . 

Secretary ot the 'frouury 
Jaawary • l~ 

J . " · Peblo 
Aool otant t o tho Seorotary 
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John w. Pehle 

Seoret&ry Yorgenthau 

JAN 3 0 1945 

I have approved your propoaad regulation• oonoarnlng 
adjuatmente of aalu contract., and have eigned a propoeed 
order delegating to you the authority to carry out ita pro­
viliona. 

A a you know, the propoaal to lll&ke aalu con trao ta 
eubject to adjuatment after the arrangement hal been oon­
eummated on a "where-ia, ae-ia baaie" ia one which, while 
undoubtedl:y neouaary in appropriate cane, haa in it the 
poeaibilit:y of great danger if not applied very carefull:y. 

Under the circumatancea, I ahould like to have it 
underatood {l) that all adjuatmenta in aalee contract• 
whloh involve a reduction In the agreed upon price of 
$25,000 or more will, tor the time being, be reportad to 
111 before &ll1 auch change h agreed upon; and {2) that 
aftel' you have had a reaeonable time in whioh to learn b:y 
experience the t:ypea of eituationa clearl:y juetit,ying &ll1 
euoh adjuatmenta, :you attempt to formulate lnatl'Uctiona 
which will more expl'eeal:y indicate the aol't of situation 
in which auch ad~uatmenta will be conaidered propel'. 

JJO'C:II'f 
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John w. Pehle 

S.cretaey llorgellthau 

I have approncl fOUl' propoaecl regulation• concel'll1Jll 
aclluat.nta o!- aal.n contraota, ancl have aignecl a propoaecl 
order clelegatl.ng to JOU tha authority to 0&1'1'1 out ita pro­
v11iona. 

Aa you know, the propoaal. to uke aaln contract& 
aubJect to adjuat.nt a!t,r tha arr~eunt haa been oon­
&llllll&tecl on a "wbare-11, aa-11 bea11" 11 one which, while 
uncloubtedly neonUJ7 in appropriate caHa, haa in 1 t tha 
ponlbility o! great danger i! not applied veey oare!ully. 

Under the cirouaatancn, I should like to have it 
uncleratood. (1) that all aclluatunta in aalea contract& 
whloh involve a recluotion In the agreed upon price o! 
$26,000 or aore will, !or tha tlu being, be reported to 
.. before &nJ auoh change ia agreed upon; and (2) that 
attar you have had a reaaonable time in which to learn bf 
experience tha t7P'a o! altuationa clearq juati!ylug &nJ 
auoh acljuat.anta, you atteapt to !ormulata lnatruotiona 
which will aora axpreaal7 iild.ioata the aort o! ai tuation 
in which auch ad~uataenta will be conaidtrecl prqper. 

JJO'C:.-r 

Regraded Unclassified



.. . . . 

0 

0 

TREASURY DEPARTMENT 

INTER OFFICE COWWUNICATION 

Date 

TO Secretary Morgenthau 
JAN 30 1945 

~ J . J . O' Connell, Jr. 

Annexed is a memorandum from the Acting 

Commissioner of Internal Revenue which outlines 

the prevalence in the motion picture field of 

incorporation as a tax avoidance device in order 

to obtain capital gains benefits . 

The Bureau has the subject actively under 

investigation with a view to early litigation 

or appropriate legislation if the l itigation 

is not successful. 
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. TREA SURY DEPARTMENT 

WASHINGTON 25 

tm 
E 

CW"M:CW 

COMMl$$K)H(III 0t IHTt!UtAL REV£1iU( January 29, 1945 

0 

·- .. .,.,. 1'0 

MEMORANDUM FOR THE S ECR~ARY : 

In accordance with the tele~hone re ouest of Mr . O' Connell 
made on January 26th, I am adviSlng you a s to the action taken 
to dat e respecting utilization of newly formed corporat ions to 
avoid the payment of hi~h surtaxes by artists and producers 
in the motion picture fleld . This particular matter came to 
the a ttention of the Bureau early in April 1944. On April 
29, 1944, the Internal Revenue Agent in Charge at Los Angeles 
was instructed to make a detailed investigation with respect 
to the taxpayers in the motion picture field who were en­
gaged in this type of tax avoidance . 

Under date of August 18, 1944, a ~reliminary report cover­
ing the practices and methods used by 1ndependent motion pic­
ture producing companies to secure the benefits of Section 
117 of the Internal Revenue Code (capital ga ins) was submitted 
by the Internal Revenue Agent in Charge at Los Angeles. The 
report discl oses that more thsn one hundred motion picture 
companies were organized in 1943 and 1944. The practice 
generally followed by such companies is summarized in the 
followi ng paragraphs : 

The independent producer secures a story and proceeds 
to interest a prominent actor or actress with the object in 
view of executing employment contracts . At that point , a 
major studio and distributor i s contacted and the merits of 
the story, its previous publicat ion, and the acting mat erial, 
are offered, together with a plan f or f inancing . A major 
producing studio may finance the overhead and salary of 
1ts own employees, representing approximately forty (40) per­
cent, a banking institute will advance about fi f ty (50) per­
cent , and the producer will furnish his services as the remain­
ing ten (10) percent. Prior to the f i nal se t tlement, a com­
pany is incorporated, usually under the laws of the St ate of 
California. Proposed distribution, financing , and personal 
service agreements are made with the studio and other finan­
cing agreements with the bank. Prior to the start of pro-
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duction , the income percentages on distribution of the 
production are settled by a .zreement . 

The capital paid in for capital s took is usually a 
nominal sum. The picture is usually completed in six to 
eight months , snd definitely within a year. Upon com­
pletion of the production , and usually before the release 
of the picture for public consumption, the producing com­
pany is liquidated and di ssolved. The estimated market 
value of assets on date of liquidation is the estimated 
earnines of the picture producedi less future di stribution 
costs. The stockhol ders then c aim the tentative profit 
as capital g sin. 

The Income Tax Unit of the Bureau, after receipt of 
the preliminary re~ort referred to above , examined the prob­
lem from a le~al v1ewpoint, collaborating with the Chief 
Counsel ' s Off1ce , the Office of Tax Legislative Counsel 
and the Division of Tax Research. After considerable 
study a course of action was determined and under date of 
October 9, 1944, the Revenue Agent in Charge at Los Angeles 
was instructed to proceed with the investigation of the tax­
payers utilizing the corporate device as a means of tax 
avoidance and to supply information to enable the Bureau 
to select an appropriate test case for litigation purposes . 

It is further pointed out that not only are producers 
active in this field of tax avoidance but that there are 
also performing artists who in some cases also engage in 
~his t ype of tax avoidance by acquiring capital stock of 
t he corporation producing the picture in which they appear, 
paying therefor a relatively insignificant amount of cash. 
The artist then claims capital gain based upon the fair 
market value of the corporate assets when the corporation 
is dissolved. 

It is understood that this ~rticular form of tax 
avoidance was devised by a certa1n New York firm. It may 
be stated that some of t he major studios collaborate in 
the forming of such devices and that other major studios 
do not • 
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.Ybile it is by no means certain that the Government 
will prevail i n the courts , nevertheless it was decided 
that the Bureau shoul d aggressively attack this tax avoid­
ance device in the courts . If the Bureau is no t success ­
ful , it is belie ved that appropriate legislation should 
be sought to prevent such tax avoidance. 

~dZ,., _ _J 

Ac tin~ ~mmissioner 

Regraded Unclassified
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Janua17 30, 1945 

~ dear Yr . Clayton: 

This will acknowledge receipt of vour letter 
of January 27th outl ining t he work of the Liber­
ated Areas Committee and requesting the desig­
nation of a representative and an alternate who 
woul d be authorhed t o apuak concluai vely for 
the Treasu17 Department. 

I shoul d like to have Harold Glasser, 
Assistant Director of the Division of Monetary 
Research, act as Treasury representative on this 
Committee and Mr. Lehman c. Aarons, As sistant 
General Counsel of the Treasury Department , serve 
in the capacity aa alternate. 

Sincerely, 

(Signecll H. Moi'84Nitllau, .11. 

Honorable William L. Clayton, 
Assistant Secretary of State, 
Department of State, 
Washington, D.C. 
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TREASURY DEPARTMENT 
. 8 

0 INTBB OFFICB COWWUNICATIOK 

DATB 
January 29 , 1945 

to Secretary Morgenthau 

1'11011 Mr. DuBois 

Reference is made t o the attached request 
by Clayton for the desi~nation of a representative 
and alternate f rom the ~reasury Department for the 
Liberated Areas Committee . This Committee has been 
in existence for some t ime and White has had Glasser 
represent the Treasury Department in the past . 

• 

I consulted White on this matter, and al so 
mentioned it to Luxford. We are all in agr eement 
that Harold Glasser should be designated as the 
Treasury representative and Lehman C. Aarons as 
t he alternate . 

Attachment • 
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JAN 3 0 1945 

V7 ataff bu bMD 1.Dtoa Uy adYJ.Hd that ,our \'.orld 
Tnde Intellia-oe D1?U1oo pi'OJ)OMe to 8Ad .Al1Mcl • • Bu\b1 
for.r}Jr aaaocia ted w1 th the Cb&A Nats.on.l Jllllllt, t.o tbe 
-val OOGI&I'iaa t.o .n.llllllb -\llota with the lelr1DC 
1Dtanstll 1d.th tba aim ot fao1l1tet1n• ouz joint. a f fOI"te te 1&1100._. -rew a.-n .... te. 

I a colo•'nc tor )'111&1' 1nr-t1011 a pbatoatat1a OO'fl1 
of a ~ttar ~ IJir. Barth, noentl)' ~heel b)' th1.e 
O.pa"'h"* frcrc tbe Unt.ted Stat.M Attor.)' 1br \be Southn'D 
Di.tri ot ot ... tol'k. Tbl.a J..tt.ar deaCII'ibaa Mr. Blrih'• 
pert.t.ol .. tlon in tbe 'ftola\lon ot tbe heen,. ordar for 
'lltll.oh the Ch- Ja\1.-1 Blnlc ball been indioted. It a1.eo 
1.nd1oataa that lilr, Bllr\h ~d a J& 'nent I"'l.a in the aala 
of aa.~ MJ11;1111n thl.a aauntry. I • ~"that :JOU 
wUl ~ t.o cca~~idar tho paopned ~,_nt of Jlr, Birth 
1n tba l18bt of thla 1.Dtorat1o11e W1ll you pl.aa• in~ 
• of ,our dM1a10D w1tb raepact to thla -ttart 

Very Vul)' )'OUn, 

t&~enedl H. Mo!'Vonttlau, Jr, 

1111'. JoNpb c. Clnllr, 
Utldel' Sooretal7 of State, 
Wuh1J~~~too 2~1 D. C. . 

IJiaQ&Ihrg l/2')/45 
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DUAin'loiiENT or Juwnca L 

I -
UNITED STATES ATTORNEY iJ 

eouTHDN Dte-r••CT cw N.w YOtt.c 

HEW YORK. H. Y. 

J anuc r y 18 , 1'.1 4" . 

Irv1np :·osl<ovi t z , :.sc; . , 
?orei£0 ?ucds ~ontrol , 
Tressur y JepartmPnt , 
Room 403 , 709 - 1 2t h wt . , .. 

a shine; ton 25 , r> . C. 

!'le: Ch• se l'At ionol '11nl: . 

S i r .-

!efe~ence ~ ~6e t o yo ur tele;ho~e conversq ­
tion with !!:!1 .•suist::.nt , : ·r . runo "'Chachne r , concerninf 

• ~4 .. .:: 

1 nforme tion in our posse:~sion r· .. ou t .1 fred . • ~" th , for.terl:t 
... econd Vice • :-esident of the ~hn:;e : !'.ior.nl m f: or •·'l' o r !< . 

0 .• s ·:ou .-nov , there - r o :· t prose:1 t ; e nt•l n, t1 o 
indict:nents N·ninst the l-::hose r.nti,,nt>l !'!::~ . ch· rrinr it 1.ith 
violations of t ho i xec>ll.i•Jc Order J l'Ol~'<tinr to i'or'Jt rn funds • 
.JOth indict:'1onts fl'PV: out of trc 11suct ions in C'lO I action 1 ith 
t he r ecoun t o r onel;. eo:.~ ::-d .- . .. . ~nit 1 nd his cC'r.ru•nies , • .. he 
~;ere code fendcn t s . Leonqrd • . .• • - it r· nd 'l i s cor.j r::~les h~ ve 
pleaded ~ilt;· er.d :.r ve "'et>'1 . el.tenced . ~!Je c~-o .. ' 'l illGt ;.he 
Cb!lse ,.A. ! o:1~l eni< is stl l! 1 t>r.tiir:c . .:.r::-ed • • rth 1 ts 
one of the e n i n ch· r ·e C'f "<:-:!n~-tc::-in.- :.•.e r:·<e::in o r der .,:; 
it effect ed t he Ch•::e l.f!',i onol ur .. ~ , • r.d ·s -'olCh ':e ut"orL·ed 
Ca!·r..ents rx·oc the occount. or .. nt:-n r.it ! .:o ., \'.h ich nc<'or d­
i:lf to t.he cor.t.e.;r.ior. or the ~" orr.,.ent. should not hn ve 1 eon 
rort:~itted . 

..hile it is not clea r \\het~er o t 1 he .t.ime the 
orir inel tlecio ion 1 es r.aJe . r . ••rth t.as i n nosse naion or 
infor ·.~ tion fron1 l.l: ich l:e could .Je te., ine 1.h"L Jd s uction 
:~s 1:1er~l . hotcver, ~ne ~r t be e~'~o:ees o r Lh~ t ~n.: t es t ­
ified th<> t. ;- . Jlor t.h suoseque:.tl•1 " Cr,u ired thet 1r.t'o::- · tion 
end dis r ev .·dod 1t. .ss=jn,· t.l.'lt ·he testi::ony or '!let e .rlo)·ee 
is true , : r . erth ·• ould -'c ullL;· o r en intentio:1~l viol" Lion 
or the :-reezin,. order . The vi ol•tton is r·~rLic1.lr. rly seri ous 

ecuu::e it ent•bled Leor.f' rd J . .. . :-ut to finen ce tre n n'l c t ions 
in i ndustrial c11n,;onds which •,,ere or consider o•l e oid Lo t.hc 
Axis po~:ers . There is , however , no evide nce to i nd i co te tha t 
" r . 'erth knew th'lt hi s illecol a cti o n in connection 111th Lhe 
rreezi ng orde r \.'ould ul t i.alflcely i nvolve e id to the '.xia . 
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Irving l:oskovitz , .aq . , 

':'he activities of .'.l!'red · • >erth hnve dso 
been i nvestil!Ated both by t.~ o ::Jep~r~:"on t or Juctice e !'lcl by 
t!lis ot'!'ico , in connect ion ,., ~th I. he solo or l ueckwanderer 
:~nrl~s oy the Chsoe :•ctionol ::-..nk . " r . ',lfr ed .. . ]art!l ' '"!l 
in cll·rfe or t !let pror r ec for the C!loce : ati onel !'n::. 

It ls cller ed t hP t t~e unle o r .ueck\ anderer 
r.:erjs wes the r..ost i mportnnt 3ource of cioller cr cuit.; :or 
the Germt:Jn Government . I n the course or en 1n1·esti ·r.tion 
or 1.he r ccoun ts or •~e ~oldiskontbenk in • he unHeu L· Leo 
over ninete en million dollars in thcoe ~ccou nts h~ve een 
i dentified e s ~evin~ be en derived f rom the sele of such ~orks . 

Of 'this amount roughly nine :rlllion dollars 1:os obtoi r ed throur.!l 
the Chase lln iionel 1nnk 1·:hose ~;ross com i :>:;ions totalled e ~·out 
five hundred thou&ond dol l r rs. The nat profit or the Chona 
::e t t'onel 3enk is estimated ot ti'.O hundred and l'i!'t;• t houDH nd 
dollar s . 

In t he conduct of ;;hi!'! business , 1.he C'Jr· RA "~·tonal 

.Jenk v.t\8 closel y e snoclcted 1.ith l.erman Government banks 
end other Gover m'lent e r encies . In essence , tho '::er::Jen l•overn-
cent through 'the CMse :.at tonal 3enk offered Gerr.nn residen ts 
i n this country the oprortur.ity to buy l:erks at o pr efere::tie l 
rete if they undertook t o ut ilize these lil r l:s oolel:; in Gor::any. 
The theory of the errenger:tent v:es th:; t it was open onJ.:T to 
p ersons desiring to return t.o Cerr.sny end oel;e their perlllOnent 
nome t here , Thus, before any transaction could be conco~cted , 

persons desiring ~o purchase such 1~rko hod to convince the 
Gerr~n Government thet they wii4 aesireble as residents or 
Oer~ny. The Chase l;sti onal ::hnk appointed a lerse number of 
sub-agents throughout the country whose mission 1 t v;es to pro­
mote the sal~ of such Uar ks , • l n the course of this promotion , 
tte e dventeges or living in Germany v:ere s tressed extensively, 
After the outbreak of the present "or, prospective purchasers 
we;e urged to invest in Rue ckwa.nderer L:erke on the !;l'OUn1 thet 
such Usrke were en excellent hedge egeinut inflation in the 
United States, snd were bound to i ncrease in value a fter a 
Cerman victor y which wes easuced, Het~een Decomber' l 5 , 1940 , 
end May 15 , 1941, purchaoes totalling two million dollars were 
made throueh the Chese Netiond Bonk , 

• 
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I r vine ··oskovitz , ~sq ., 
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January 18 , 1945 . 

?rom documentary evidence, it is clear t hat :,lfred 
.• • 3erth realized that J;he true purpose or t!!is schene wee 

........ 
_ (.ll 

to raise foroi r n exchange tor the Carman Gover= ent . It is 
fP:- t her clear tho t orficiels or 1.be Chase t:e tional Jonk 
r ealized tl:!l t l.he sche='!e :·;es essent i e lly unfa i r J;O 'l.he \:ni ted 
~t 11 tes , end • •. ero e rutious to avoid undue publicity •·hie!! "mi r ht 
;JO::>S 1 bly compel our Depo;rtment of >to te t o enforce n cl on r ­
i nG s 1stem botweon Gerr~eny and :.merlco" . It v.es t'urt!'ler 
cle~r to t.hem that cuoh a clearing oystem would oe d i slldve nt'l ­
F" eous to r;or-:ony , o nd in ste t ement s t o t t:e Cer::nn r:ovorn."lent 
t 'le i r rerrn:: entrtive:~ stressed t he rl eeirsbility or avoidinc 
r u :..licity since it ni cbt do hP.rm to Cercan interests . 

!n connection ' -ith the ae Lentlon or e ~len enecles , 
t he purchase of ~uecb1e nrl e1·er : nrko hy an {. lier. enen;· is con­
s i dered ~o='le l1dlc• tlon o r d lslo7olt y to this country. 

0 I h" ve no further i nfor.1r•tion con "er ning t he lo ·rlt;y 
of ., ... fred .. . . ;arth to the Uni ted ~ t c tes . 

-.es;ectfully , 

j~ +. y. 1~1 S'+1 " ., .. ~ . . , .. JCi U. o : . A . , .. c o ....... Y, 
United :J t ete9 :. t torne;; . 

0 
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TREASURY DEPARTM ENT 
INTER UFFICE COMMUNICATION 

DAT8 l/:C~/45 

To s ecre tary Mor genthau 

FROM :tr . \l,oite ~p fi'OR ACT 10N 

As you. know, •'le have been actively en~~;a .red, toge ther 
with ~ tate and f't'f, , io dealing v1 t h the problem of un­
covering secrnt 'Jerma '1 a Rf'e ts t hroughout the world , 
!"'rticul?rly in the neutral countri fl R. 

l'.e .va1·e l'ecently advised t.ll?t St?te plans t o use 
Alfred W. Bar th, formerly t:!Pcond Vice President of the 
CctPse Nat1orHll BanK , as an 1nt ern.ea ia ry in establishing 
contacts 111 lth l.ne banking 1 nter est.s i n neutrP l countries 
of lillro pe in connection with this probl e:.1 . 

In our opinion the employment of b<:~rtn for this pur­
pose would !!2.t be l n the bAst l nterest s 9f this novern­
ment . He WAS directly involved 1n t he Anton Smtt trans­
?ctions which fo rmed the oa s ls or tne pending indi ctments 
against t he Cn~se Jll~tional 13pnk for violation of the 
freezi 'lg Oroer . Moreover, Bat' th played an impor tAnt 
ro le in the ruecl<wancterer mark husiness carried on by 
the lennan 'Jov P.rnment in tl1e Un1t.3d states 1:0 ra ie:e I'or­
ei gn exch.- n ·e . 

I do nvt bollflVe th?t. the responsible persons i n the 
State Uepartment Pre aw?re or Barth •s activiti es whl le he 
was employed by the Cnase Bank . 11: seemed deR1rehle to 
have a third-party statement coP.cer!'ltng 1!r . Harth . Accord­
ingly , we obtained a letter on the subject froM the United 
States Attorney for· the South~rn IJ1str1ct 1Jf Ne1 York . 

I recorrunenct that this n.atter be called to ~·r . Gr ew's 
attention and that I"'P. be furni sl"'ed with a photostatic 
copy of this letter . If you approve , there is attached 
for your s!gn~ture a lAtter of transmittal • 

Attachment 
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TREASURY DEPARTMENT 

INTER OFFICE COI\41\otUNICATION 

o•TII J~nuary 30, 1945 

TO 

I'ROM 

Secretary Morg~nthau 

f.ir . Vlhite 

~uoject : Tne Disagreement between Jn . Mendes- l<'r ance and 
Jlt . Pleven on the Question of Financial Policy 
in France . 

L.r . Hoffman informs us tnat foll.m'ling a six- hour 
conference on January 28 between l'inisters J'endes­
r ra.11ce and Pleven and General DeCaul le over the ques­
tion of the financ i al oolicy to be followed by the 
~'rench Gover runent, .\! . ~andes-France tendered. his resig­
nation to General DeOaulle . ~<'our other Cabinet 111n1s­
ters .vere ready to resi gn at t he same time . General 
Deuaulle refused to acce pt the resignation and handed 
1 t b9 ck to M. llende s- I<'r ance the same day . 

M. J.lendes- I<'r ance maintains thc>t the financic> l 
policy currently pursued by the Fr ench Government is • 
carrying ~·ranee along conventional lines towards in­
flat ion . he stron~ly favors a deflat ionist policy 
with a str ict control over prices, wages and profits 
ana insists t hat .. he programs of the Finance lf.i ni str y 
should oe coordi nated through his own Xini stry of 
National Reconstr uction in t he same way as the pol i -
cies and prograr.Ls i n the liinistries of Production, 
Agriculture , Supply, Labor and ~ransport . On the other 
nand , M. Pleven ar gues that he must reta in f r eedom of 
action with coordinat ion only at the Cabinet level . 
M. Pl even stresses the necess ity for an expansi on of 
production and has stated publicly t hat f inancial 
measur es alone cannot be the cure-all · for ~·ranch 
economic and financial ills • 
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Mr . Hoffman reports tr~t as a result of the 
January 28 events reported above , a compromise of 
some sort has been reached., although i t 1s not known 
at the present time Just what t hat compromise con­
stitutes. 

-....... 

• 
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~-~-~:""'pol icy os rrpr rsmtEd by MEndes FI>.o'nc£ and Pl r ven 

camE to o head lost WEElt End , MendES France i1ande d 

in his resignation to General d £ GaullE , It i s our 

undrrstondiOB that DE GaullE held a 6 hour conferencE 

on Sunday with Hrndts Franc£ ond Pl t v cn in on endeavor 

to cornpromi!IE t heir di fi'£rEncrs . Th E i s sue appears 

to b£ t wo- f ol d : Llcndrs ~'rene£ 1 s Mil'lis try nominally 

acts in a'coordinatinc and dirr otlng capacity ovEr 

the ministries of Production, Agricultur~ , Supply , 

Labor and Transport and hE is anx1ou~ t hat financE too 

s hould com directly undEr his ~linistry ' s control . 

Also as you know hE strongly favors o drflot1onist 

policy 

• 
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- 2-, # 346, January 24 , 9 p .m., from Paris 

pol icy somewhat akin to thE Corsican program with a 

strict maintenancE of price , wages and profits con­

trol . PlE VEn argm; s on thr other hand that hE must 

retain frE Edom of action with coordination at a 

cabinet level . On thE sEcond question hE argues 

publicly in favor of rEliancE on on Expansion 

of product i on and providing an i ncentive for 

production and that financial measurEs , howEvEr . 

bold, cannot br ing a comple tE curE for French economic 

and f inancial ills . Confidentially Pltvcn still 

stresses the necessity for some str ong tax measure 

but of a mort classical type than that advocated 

by Mendes FrancE . l•c a rt confidential ly advised 

tha t the differences really camE to a head last 

WEEk over thE announcement of thE convers ion of 

French rtntts referencE our No , 299 January 22 

Mendes France express i ng thE view tho t financial 

policy was drifting a long convEntional linEs t owards 

inflation , De Gaulle did not accept i.!cndts FrancE •s 

resignation and handed it back to him on Sunday 

m.ght . SincE that ti.lE I"IE have rece i ved addi t ional 

information indicating that a compromise of somE 

sort has bEEn r eached. Also that in addition to 

Mendes FrancE 
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- 3-, #348, January 24 , 9 p .~:~ . , from <'oris 

!lEndEs FrancE 4 othEr ministers WE l'C r Eady to rEsi gn 

with him. Inasmuch as thE prESEnt cab1nEt rE prEs~nts 

a dElicatE balancE of all clEments that support 

Dt Gaull E a rEsignation of this many ministErs mieht 

hovE involvEd a nmjor rEshufflE for which thErE con 

bE no appEal Either to thE nation or EVEn to ElECtEd 

rEprESEntatiVES , 

CAFFERY 

JMS 

133 
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TREASURY DEPARTMENT 

IRTBB OFFICB COMWUNICATION 

•' DA'I'B 

January 30, 1945 

Subject : 

Secretary Uorgenthau 

Mr. Vlhit~.&/ 

Some items of interest contained in the Weekly Bulletin 
of t he Public Relations Branch of the Allied Commission 
in Italy for December 24-30, 1944, just received 

1. In a press confe rence for forei~n journalists on December 27, 
1944, the head of the Public Relatlons Office of the Presidenza 
announced t hat: 

(a) Italy has re sumed diplomatic relations with Belgium and 
is in the process of reinstituting them wi th France and Rumania. 

(b) ¥/hile there are many pressing internal problems in t he 

Ofields of punishment of· fa~cist crimes , fooa and reconstruction, 
the war effort is and will remain t he first concern of the 
I talian Government. (It is interesting to note t hat in Sicily, 
only 1,000 It alians out of the expected 8,000 have responded to 
the military call . ) 

(c) Although administrative elections probably cannot be 
held before late spring, plans for an interim consultative body 
are being considered. 

(d) Count Sforza has indicated a desir e to r esign from hie 
position as Hi gh Commissioner of Epuration. (Subsequent in­
formation reveals t hat Sforza actually resigned and was replaced 
by a joint commission. ) 

2. 'l'here bas been muoh discussion in t he Italian press, with 
various newspapers taking opposing "sides on the question of 
the removal from active duty of General Azzi after he public lf 
favored democratizat ion of t he a~. General Azzi who has 
strong republican views fought valiantly against the Germans 
after t he Armist ice and had been made Commander of the Lazio­
Umbria-Abr uzzi military region • 

• 

• 
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TREASURY DEPARTMENT 

IMTBB OPTICB COWWUNIOATIOH 

Seore t ary Morgen thau 

Mr . White 

DATI Jan. 30 , 1945 

Pr edicted Drop in British Gold end Dollar Holdings in Last 
Four Months of 1944 

1 . You will r ecall that 1n presenting their case for our con­
siderati on i n the r ecent Sta.;e II d1scuaa1ons the Br1t111b predicted 
that their gold snd dollar reserves would d ecline sharply f rom the 
August 31 war- time •peak• ot $2 258 million gross en1 $1, 748 milliCil 

net to $2,032 million gross and ~1,485 mi llion net by the end of 1944. ' 
This p rediction represent ed an estimated total decline in the last four 
months of the year of $226 million i n the gross figure and $263 milli Cil 
in the net C1r' average decline!\ respectively, of $55 million en1 $66 
million per month . 

2 . You may also r ecall that we r epeatedly ~estioned the above 
British estimates and expressed the opinion that they r epr e sented a 
t"'~ious overstatement of the prospective position . Some of us , in 

·•'U ct, believed tha t little 1! any decline was to be anticip ated during 
this period. The Br1 t1 ah stood b y their C1r'1ginal esti mo.tes , h eM ever , 
until December 2 when Lord Keynes v~ote me that according to r ecent 
word from London the e stimates of net reserves f or December 31 (gross 
was not mentioned) had been revised upward from $1, 485 million to 
$1, 529 million, an improvement of $44 million . 

3. The Britillh have now reported to us the actual figures through 
November 30 which are as follows: (in millions of dollars) 

Gross Gol d and Gold and Dollar Net Gold and 

Date (12441 Dollars Liabilities Dollar s 

August 31 2, 258 510 1, 748 
September 30 2, 230 4§e 1,712 
October 31 2 , 228 1, 744 
November 30 2, 254 510 1,744 

It wUl be aeen that net reserves, after declining $36 million 
1n Sept ember, rose $32 milli on in October and remained at that level 
to November 30. This is a decline 1n three months ot only $4 mi lli on 
trom the A.u8).lst 31 war-time • peak• whereas the prediction was for a 
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decline of approximately $~6 million per month . Similarly the gross 

figure , after declining moderat ely in Soptellil er and October ha~-also 

risen to within $4 millioo of the August :>1 peak . These changes , 

representing three months out of t ho f our covered by the British 

prediction , are i n :fact negligible . I t seoma entir ely likely that 

tho December f igures, when available, will show that at year- end 

tho Bri tiah res erve poa1 t1 en whe thor measur ed 1n gross or net 

terms , was :from $200 million t o $250 mill i on bettor than th ey pro­

dieted it would bo . 

. -
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TREASURY DEPARTMENT 

IHTBB ~CB CO CATION 

to Secretary Morgenthau 

,_ Mr . White 

. ..... 

DATB Jan . 23 J9.6 

Subject : Predicted Drop in British Gold and Dolla r Holdings 
in Last Four Months of 1944. 

1. You will recall tha i n presenting their case for our 
consideration in the recent t age II di scussions the Brit ish 
predict ed tha t t heir net gol and dollar reserves would decline 
sharp ly from the August 31 1· r - time "peak" of $1 , 74g mill i on 
(the latest act ual figure a ai lable during most of the dis­
cussions) to $1 , 485 mill ion by the end of 1944. This predic­
tion represented a total es i mated decline i n net r eserves dur­
ing t he last f our months of 1944 of $263 million or an average 
of some $bb million per mo h. I/:J~3 ".,... ?--"-< 

2. You may also reca 1 that we repeat~questioned the 
above British est.iJll"loY,es an 0Pr0ed the opinion t ha.t they 
r ep r esented a ~ overst tement of the prospective pos ition. 
Some of us , in fact, bel ie ed t hat little if any decline was 
to be ant i cipated during nis period. The British stuck by 
their original estimates, however , until December 2 wJen Lord 
Keynes wrote me that acco di ng to recent ~1o rd from Lo don t he 
estimatee for December 31 ad been revised upward from $1 , 485 
mill i onytol..$1.529 , ~ im ovemen~.,of $1+'1 ll!i ll i eR. - ~ ......( 
~ I y.....·~ ..v.,~,ut:od$, lfliji.,._d.-. 

3. The British hav now r epot ted t o us the actual figures 
through November 30 . T y a r e ("net" go ld and dollar s) as 
follows : Sept ember 30, 1, 712 million, r ep resenting a drop of 
$36 mi 11 i on from t he Au st "peak" of $1 , 71.!8 million ; October 
31 , $1,744 million indi ating a rise of $32 million ove r the 
pr evious month bringing the level of net r eserves almost back. 
t o t he Augus t war-t ime peak~; November 30, $1,744 million 
or no change in net fro the pr eceding month . Thus, instead 
of t he predi cted decl in of $bb million per mont h in the last 
four months of 1944, t h fir st three months of that period show 
a decline from the 11pea " of only $4 million. I t seems entirely 
like ly t hat t he Decembe figures , when available, will show that 
at year- end the British net~sj{ve position was at least $250 
mi ll i on bette r than the pr~~d i t would be . 
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4. Admitt edly the prolongatio of th war in Europe 
~ay mean that U. S. troops have not w"thdrawn from the 
U. K. to the extent that the British nt ipated. But the 
British estimate re sted only in part o the assumed drop in 
U.S . troop pay in t he U.K. An equal important f actor in 
their calculations was an assumed dr i n dollar earnings 
i n t he r est of the Empire, a factor w ich the course of the 
war i n Europe in the past f ew mon~hs c nnot have affect ed 
substantial l y. We may conclude theref re that , aft er making 
some allowance fo r the European ,war se backs , our judgment 
has been confirmed that the Br ish hav overstated the 
seriousness of thei r gold and ollar pr spects . 

5. We believe t hat th· overstatem nt applies not only 
to the estimates they gave s fo r the l a t months of 1944 
but to their predictions f r the year 19 as well . We a re 
currently maki ng an analr, is of the exte a l financial prospects 
of the Bri t ish for 1945 s we see them an we will keep you 
informed from time to t me of our views . 

0 0 

0 0 
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MESSAO! l'Kl!l !m. REAMS (YOS'r•s ASS 1T) 

Re1 The Kirk lolessage 

The Colnittee in-.olved ia the Britieh 

Suppllee tor Liberated Areas Coaaittee. 

The aessage waa aent tor information on:Qo -

not an action telegram. 

In general, the aeaietance Will be o~v 

enough to avoid dieeaae and unrest . But , if that 

auppq should be higher than UIOunta going to 

other liberated areaa, it will be reduced. 

{ 
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Rec ' d cable Saet1oa 

FIIOih AJIBRICAN POLITICAL ADVISER, CASERTA 

TOs Secretar,r of State, W&ahin&toa 

DA1'J!D I J&a\l&rT 2l, 1945 

IIUliBBiis 2Sl 

SECRE'l' 

SAq baa beea Wormed by the 1r&r 01'1'1ce that BL\ cCIIIIIittee 

bas approved principle of sup~ relief supplies to Ge~ 

and A1111tra1D civiliaas to the extent of prevent~ unrest aod 

disease and on scale not higher thaa that generally obta~ 

1n liberated areaa. Clrl1.y for Combined Operational Coaaand this 

arrangement will be 1n effecl<. 

DC?LsiiW 

1~ 

1 '1 

• 

Regraded Unclassified



0 

( 

~I ' HU"'-'7 td ....... ¢'sz-
Dl!31>1 

..,.. 
h~ otn. baa_, ..,.Ill' a :: •Soa"-/IIIIFlaa ._, 

1\ wUl llf:NO \o lM\net 1\1 1ep 1111\a\ln lA a-a b)' "'" M 

abt.ee ...-o~tw J11NW td ~r VIa\ ftlldl~ of peeepor'-

Nf.....,_ \o SA oable tto. 6IS troa \be~'- aaw J•w1 :M. 

• • 

bae bee .. , wa0e40 It fWtba' 1\at..t that b-. lbou14 be j$1'111'-l 

pro\eoUOft ~t!ed tha\ tM u. s .. Oowt"sw•lt &WIJ'IIftMel t hat t ho 1.r 

pueporb wlll be \aka 'liP b)' AMn- a tll\GT •tbort.u .. ad ._.a 
onr to a ~\ed Dnldonn CDDII&lar or ~Ue ofnet.a10 s­

Dedlato~ ..... llbonUoD of their buuw-. 

So W\at .ol t.ble -- \o the .. ., •• Oo.-.---·· 1'llll' be lllllle, 

• 
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Pleaae refer t o 70ur no . 8414, Ootober 6 , paragraph 14 of 70ur AS. reran 

A-1211, October 4, and A1rgram A-1213 o! October 6. 

Thia Government cannot agree with Briti ab view concerning • monet&rf relief" 

aa ut forth in the atoreaent1oned !!eaoagea , It ahould be aade clear to the 

Britiah authoritiea thnt we do not conaidar thnt operations deaigned t o t.ple-

•ent liar Ratugee Board actirltles vl:.!c.h are emercenc:r in nature are involved 

in the relief problem under consideration b;r the ~pecial Co~1ttee on Relief 

in London . Accordingly, d1scuss1ona o! the ectivities of the War Refugee Board 

in the latter connection can onl;r crea te con!uoi on, Since the War Refugee Board 

vaa eatabli ahed aa an emergenc;r measure to execute this Go·nrnaent1a determi ned 

poU c;r , the fi.nancing o! private projecta deaisned to carry out that poUc:r 

111at be treated in tho apecinl manner which thla Goye:mmont baa accorded i n 

the licenaea which have been i aeued during the past year, 

Prevtoualy the Br it iah Government obJected to our licensee on the ground 

that they afforded to the ene.-;r opportunity to aco.uire foreign exchanj:e for u.e 

in the proaecution of the war. »ov, ainca the:r !eel thst thie d&Dger haa 

leaaened, the Britiah argue that the reaaon for object~ to our licenaee ia 

the poeaibility that the P8¥8ent o! foreign exchange to the ene~ mar aeeiet 

vn~ ec.hemea to ao<tuire and conceal fund• in neutral countriee . 

That thi e· Government i a fully cognisant of the danger nov expreased b;r 

the British Gove1~ent aa the reason for objecting t o our licensee and the 

proJech thu. authorised h illustrated 'b)' our inlti atlnc the propoeal which 

led to the adoption of Reaolution T1 by the Bretton lfoode Conference, Ob-

rloual;r the dengera inYOlved i n the &C<tuieition ot f orelen exchange by the 

• 
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eneoQ" are conatantl;r borne in llind i n the teauance of our lie en•••. It aHs a 

clear t o ue t hat Joint conaultation before auch 11cenaea are 1aaued by th1a 

Gonrnaent will reault i n nothing but delq. 

We have alwqa felt end continue to feel that t he riaka involved in theae 

osaea are disproportionate to the paramount consideration of aavin& the livea 

ot tbeae unfortunate v1ct1ma. lte toel that exp41rience thus tar baa borne out 

the val1d1t;y of our poa1tion in that thouaanda of livea alread;r have been aaved 

with ver;r necligibla benefit to enea:y nationala. 

THIS IS WRB LC.IIDCJl CABLB NO. 4l. 

• 
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CWILI TO .IIIIPICAJI WNMJ1 TOIDCJI, ,_. W.lll .iiUUG1B liQUID. 

PlaN 4eli'NI' toll.R1Qc ....... to Dr. x- bbloritald., 

w.ru .111111111 c sz•••, 55._ Ona41eb ftreet, LoallOD, tna 

Dr. Ariela ~ ot WorU .111111111 c:o.cr•••• 
cpoD n. UIB'flm Pai8IBILlTll8 JI8CIII wca ISI'III:IW.t 
Jell L&E<idiD IIUJIGAIID Ja8 II Gll1lUI txl!!ST!Wp IOOJl QOIJil 
llllTUPUID WI CABLB .D9rl!ll. CAIIP.UCDf ~ 
t• IU. fA'¥"111 l&JIWliD !RAJ811'f IUIDS to 1mwp 
l'Ca P'"IJI wca. 'UI(IJO!'I 

TIIIS IS 1IIIB UliDOI CABLI 10. 42. 

-
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C.Alll.l 10 AMIIU CAJI :aclWIST, LOBDOII, JOR IWI1' J'liOM WAR BIJ'OOD !OAIID 

Tour t ranater to !reaaur,y and new pa1roll oeceaai tat et 

el oainc 1our account, Plaa .. arrange tor rep..,.• eDt ot$300 

tra~el ad• anoe at 7our coDYeDienee , 

!IUS IS WRB LOIIDOII CAl!U BO. 43, 

2ll5 p.-. 
J anaur, 30, 19415 
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ZICR07, ~ 

rRal SClUIIInU). 

PL\D ,,...... 

._,cl 5t03 p.a. 

Dl DOW ot ~ Z1 aiplla quot.ee a ~ 
.,..., •IIII"CJd.- ot a tnc, x- &Ww•UIIk1, Warl4 
.-1811 eoqp , 55 ... cawnctt•h sv.et., w 1• nat1nc 
\bat reporU tz- zoe11eNe ,,_au 1nclHIIIW ~ a­
iltllrW emtldleU,aa J..ub ...-.nt. 1nt.med 1n om-
held landll and ..,.,. c-bolll.owk OoNi • 1t to ap-
pr-b a-•• .,. tbro\llh proMclt.iJic ~ ... t iM lfo17 11M 
ed In_._tlanal W or- lllld ....,. arlllnc oom10Uaa 
\bat nrq at\1...,. -:r aalll.- '*-1'1c1al. reelll.t.. 

Plplla OOD'-t I I tbat ~ OoNi It 1a 
el f and . , U de t,ba\ Aboe W,e OOUCWIW MIQ" 

.t.U1ecl l OW W latt.r IELcbt oolleoU'ftl7 aUa 
Rrq , ... I MUaa. tilrouCb o~a F 'wstr' &bow. 

l1noa ~ IVNi •t a- 110 oft1o1al. oootaat 111\la 
proMc~Unc p :w 1w ••• 1 ••• tt. wuh aa hel!elt ot 1\U 
IVNII PM tba\ til OoNi 1\ M:T CIOM1dft t.Hnl eWpe 
\<1 rFDcl a'ftnc: ,,.. ot \be 1ntwDJCS rad claportrcl 
all1ecl oU4-. • eclcle \bat rbal&lAI til oow •\ 
._ 1t ~ to •• ·r hloe oolleoUw aauca 
~ Oow ., .-14 ytlHncl7 arr:xr:law 
1terlt 111~ nab a ;n a 1 "nc• 
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Boud to ao~~aider upazwiou ot tood paroel ecbeme troa Slreden. 

Before ao~~aiderina tbie propo8al, Board would appreciate r eport 

troa 7t:N on pn .. nt proem inYolY1111 tood paokqee pu-chued 1D 

Slreden tttr i.Datee at Berp~~ BelMDo Board would aleo appreciate 

7au.z rec-Dd&Uo~~a on poesible expandon ot the procra- wbiab 

woald iDclude delinriee to aa.pe other than Beraen Bel .. n. For 

'1f1IU i.Dto~Uon repreeentaUne ot World Jewieh Coller••• aleo 

approached li&Dn 1D LoDdon on the Mae 1111.tter IIJid epeoitioal}T 

requeeted that WJIB tlmde be ueed tor the pr opoHd expaneion. 

mrs IS WRB srocxJIOUl CABIB 110. 301 
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0..1500 
~b Weer- _, be 
1'1ftl'8PIU'1U1ed ~ore beiDa 
COI'DII'll•ted to •J~~N~ 
ot.her WIIID a Ou••- ·' 
fluenq, (~ 0 ) 

~ f'oll.ovtftG wlecna hu be!!ll etnt to t.he 
lbbAaq .. , Loftdaa. 

World Jwhh Concree• retll' .. enbtl n in Gwd• 
-.-tin4 II)'J)ro'ftl ahtp 50 tone clot.hlna in 
:l 1/a k1lof;l'ml ~le to Jwhb in\emeee (t~.T 
:364 J•v.tJrT 30, 6 '!'. Do npeah t.hh IIHMCI to 
Dleputam\) in Gel'l:lllll ooacen\rotlon oo::2p1 11\ t.h.e 
RetienetoA\ md ~ !lehen 'lmder .- con4Uton. 
ouUined in Leca\lon' • 1:!81 October 14, 6 p.a. to 
~ N!~ded ~--t u fA6aUoa' I 4181 
and "'9JJlO' ed b,- Lon&. 1587 Ootob.r 18, 9 p. a. to 
Llf:atlon _, llepar\tlln\ u London' • 8907 m4 
~··· "111 Ootober 30, 8 p. a. to lAptlaa 
~ted Y.,nACift • • Ilepal"tntft\' • 87'D 

!iri\llb and LlpUOft noara r4 lii!'Prowl .-4 
would IIPPI'ee1ate ear\7 dlohlaa, 

JOJQT!IOU 

Jill 
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Depe.r~ aDd Board illtanec! ~t Max CoileD, u.s. oitba 'tv blrtb, 
bonl .bpat 15, 1915, ill st. z-1•, ti.-rt, b ~ ill GcraD­
-tirollec! terrltGJ7. Hb lut ~ a4dre•• b o/ o •tban 'ftJ1 ao.nwda, 
Parkftt 78 Groaipn, Bollem. 

n ... t.ab all app~t. actioo tc N.tepal'd hia l.U• troa ~ 
per•-tioD aDd tc 1uure hi• bei DC pl.aoec! ill oup t or ch i lle illt.rDM•. 

THIS IS 1llUI IEIOI C&BLI 110. 389. 

-

.. 
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JIIIW lnr t) JO, lCJU ....... .,... 

AllliiiiUi&f S miRIWIY CIVII.LU IJC!M .. 

C1YU1U ......, W\ IS\, Oelle a\ 9tl5 a,a. 
,_ • .,. ~ atilt u ICbedlll.ad UT1w O_.a 4a06 p.a. 
- ate, C1ytl1em an apeoW leaw 0 .,. tw 
... Ula 9W '• J-.,.)0, taf-11Ul I» u.rd, 

Dl adcb.U. tltiD ...... as;wttd .,..u. •.• m • 
.- , a, tltiD .... ..., 1 t died a\ 1\. o.n•, Ill He 
.., t '* ... lSa ot t.ep U.oa•a S3.3, .1~ 25 aad 
.u.tr.l 11. SJIM3u:rd• ... a79 ~ lllpU. •a 5»., JuiMrT 2,. . 

. -~ \be ...... bUlda, •. Op))p .... u.tad 
~ .... ....,, --~li!rllliUaatlllla •• 
!llllpltalteecl Sa lid..._,_., Qil ' ... •l ' I -
.._ aaw 1 ~Uall•a l». I -,a, wl .,.~,~~._ 
111t1a llllllaW. •· ll Jl , 4l a ' a ... 42 
a ' a ?0 1D u.,. 90 1 ' 0 9:1 Jllr1 U1 H ' a 
350 ~ .._. ........ 'll. hm , a, Jl , 

n a t , -. t ,, -. l'lli'U twr &~r at1111 aar.oo 
W Of \1 atld t. -· !Ue fW Jll'j,a .... -

. -
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D':-1492 
'i'bla \al~ -n be 
)Jiolii,W Md betora be1nc 
---·~-IUWIIIII to -.;r­
o\bw thJID a Go••:; n 1t 
..... ,.. (ldi:T.'lU~"3!) 

us una ... n• 

661, .r~ 3), 6 p ... 

A/a:RlCAll ~~. Ol:liKAln', CI\'lt.l.llO lm:!iA."iGll. 

lid•• ~ ot.rt• otttoial. aia\;• oral.l¥ tb&\ 
1! '•\ ot \nla Mft7lllc C11Yll1au "'- ft. Oall• 
\o 0•- •U.r!..a ttla 1 'fal. at h4• ot •e•t 
J'ul._ (awlllar 33 of t.apUoa' • !533, J_,., a&) be­
- ... ta ¥JIC -.41 \loa ad \bat bin' \w 
Ghll41na (awban 34 11114 3& of the - \elqna) _. 
rmtoo4 vtth bow, 

In agre-\ tft\h W oon Sid•• ~ O:tttM w.a 
W.-4 oa bllt'ab7 \he\ ta ~- ot ~ ot ohtlctfta, 
the -tt•t bu.Malbr11111 C01ld4tlnttOB l!mtl.,.., _. 
\he a..tJoe to • ..,14 Aelq ta a..,..""* of ot~U. tfttaa 
tJoaa o-- tor Karadlla ~ ~:•wu IailT 1 54 •• ta 
lwl\-t.A ..-4ta& ~, •• ~doa ~- ~ 
PN OOM'l4..a ... ba1ac !J! Bllift C!D~-.! 110\ JI'M­
e\\~K to ...see wt~ JIO•dbh nlaU"' sa awtha'lan4. 

n .... tr.ab::ct wt.t".er I!Ppubo!ll\ wtll ted-' • 
~ .u.,..,. of ~ d!tlt!Ntl b the _, tMtr .. v-
41••· · h the! _, tll!lt ~ DllpU't-Mit &aw aot ao b.­
aiM U _,. )IMal'b~ .till \oat- .tUlliRI Ulelr ...... 
..... ta ht.-..tell .. 

a.peaw to P..ta tor V...t.adoa • IIMIMtlla M 
w-. 

• 
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Diatribution of true 
readiJlc onl;r b;r .pecial 
arrugement, (OCRE'r V) 

S.oratar;r ot Ita ta, 

Vaahinston. 

1 52, January 30, noon. 

Dated January 30, 19411 

Rec 1d 10 :40 p . m. 

J'BOM KA'!ZKI 'ro PliHLB VAR KDroEE BOARD. A:akara I e No . 8 , See Department ' a 95 WRB 138, 

The acti vitiae of the Jar Ratugee Board in Turkey 1n rq opinion do not wrrent maintaining 8D ottica there tJZJ:1 lonsar. lrloicraU on vhlch misht take place 1n the future f r om Rumania or BWsarl a vill be of a normal t;rpe and not 1n the na tura of raacu. actin tiaa. The absence ot board r epraaentativaa 1n thoee coantriaa l eavee ua without 1nd.epmdant eoureaa ot 1ntonoat1cn 1n thou ar .... and co..unlcaUone throusb or di nar;r channeh are irregular and not d.pcdable , Tbla rendare i111p0eeibla the ordarl;r organisation or direc t ion from Turke;r ot whatever reecue actlvitiea t r oa en-.;r or en-.y occupied a:ro.ae misht be under­taken with Sofia or Buchar .. t aa centers. 

I recommend therefore that unlu e torpplltf7 reaeona you deem it daeirable tc ... tntain repruentation 1n Turkey ;rou direct 11e to cloee the board and return to Vaehinston for coniiUl taUon. Under thoee cii'CU.IIIetancea pleaae adTiao me : (1) What diapoaition you wieh to han made ot our tun. Shall they be sent to you b;r pouch tor ;rour recorda or l ett in Turka;r. 

(2) What diepoeitione ehall be made or office inventer,. ( eee Dapartaant 1 a 980 WRB 123). Ve anderatand that the State Department baa l e eued 1natructl one that aurplua wppli .. ot gon!'DIIIental asenciee abroad be dell~ to local rEl repreeentati vea and the r.pr .. ctatin 1n Iatanbul 1a willins to accept a ob wpplhe rr .. ua. 

Miee BWer vUl acd.pt e.plo711&nt tor llllOther soni'DIMIItal aseno;r i n Turkey and ;rou will be adTiaed 1n doa courae or the ett eotive date of her raetcnatlon. I reo cd that Mre. Benderaon r-ut. l n lat.Dbul tor .pproxU&telT four week • atter a:t departure t or lOb&"" aver detaUe alfltlt r-ut. ut1nhhad.. 'lberaatter aha will return tc Vatbins\on lllld the American labau;r 1n 

Anlcara or th.e 
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Aalaln or \M Ocm.alato Oonon.l la lot.bul v111 bo 
ablo to follow 'IIIP ,._'-"" rr •na llftflahbecl. a \ \hall 
u ... 

l ban 4beuaM4 \bo no r oAa\lou la \blo \olo-
cr- v1th Aabuoedor S\ola!lu4\ ..., to la OCJ'O ''• 
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r._..-.·-t7f1'1 
DhtrlbuUGft of \roe 
l'efJ41ne onl7 "" tl{lecl Q). 
~l. ( S""'.c'it::! II) 

11;.3, .Tm Q:ll'y :10, 1 p, n. 

rnon V.':"!!:l 'lO l"!l!L."l, lilt", N JT.IJIA' s ro. a. 

lie are lDfomed b,- Jewt.ah .~ h}Jii4ftntaU•ee 
1A lat Jm'l),a]. t.hd Dr, !~net. l!orWil noetft(l DO 1'epl:T to 
hh I'MinGrttZidla:a to the nan-t an Oo ttil1llt6l ' propoelJIS ~ 
UICilwlce of c.rWD en..- ndtont>le be1d 1A Bacenia for 
deportee• ~ 'rrmi!J'lftftla c- lbbuqle ~. Anl:ara'e 
168 m~ Dep~''' l o:J, lat'l l :JO) , tro eMH1onal la­
fomaU on hu b- - 1'Nd 1n X.t.rmbul hooa Blmante 
r~ing the o...,nncl!ID. 

h l<ev York Jewt.llh <r.le,p-Bphio ~ neve bull ... 
Un of Dec4mbtll' 13, 19M ~t'Nd t n Ietonbul, onrrlee 
an lteo vith 11 ~t ~te Une •unnnrbtDe the """ 
epon tte b7 the Tftllltr-rlm to the llbnml llll Gcrrauuen t to 
the latter' • propoeal that the IntemaU onal Red Croet 
a<!nd a cotmiedon to lnftlltlpta the f ate of 'l'l'anqlftllle 
d«portef'a, .f.eoor4111C to We 1\ea t.M ~Gil 0o'fttii_, 
del~ the aU-oatlone ~ llt\lch t.'le 'l,.,,Hl. of \M 
~ <lo'r<"r~U~~et ,.. build, 

' 
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NOT TO BE RE-T5ANS~ITTED 

COPY NO. 

i)PTE'L No. 35 

Information received up to 10 a .m., 30th January, 194$, 

WAlt 
1. NOffNBQIAN FAIEBS. Night 28th/29th, Aircraft from two 
ot H, Y, Escort Carriers attacked shipping etf Norwegian coast 
damaging two ships and setting third on fire without loss. 
ldl.LITA!\X 
2, WEm!!~UI~.cmt. 

Southern Sector• There is nothing to report, 
Central Sector• Troops of 3rd U. S. Army have crossed 

Oerman frontier in Ardennes area at several points . New attack 
by lst u.s. Army 1114<'o considerable progress !I.E. St. Vith, 

Northern Sector: British 2nd Army continues mopping 
up Heinsberg area, 

3. EASTERN PRONT. 
East Prussian Sector s Russian forces made further 

advances north and south Konigsberg and now within few miles 
of city on thr ee sides, Advances also made west Rastenberg 
whil e Oarman attempts breakout N.W. Allenstein repelled, 

Central Sector s Russian forces have crossed Germa.n 

frontier north and west of Posen and now within 30 miles 
Landsberg , In S1lesia further pr ogress reported south of 
ll:ato'Oice . 

4 . ~· Central Sector l Our troops occupied Pauk and Thamadaw 
without contac t , Other troops in contact enemy north benk 
Irrawaddy four miles U.rl . Sagaing. 

AlB 
$ • WESTf'RN fi!Qlil , 

Night 2ll"th729th, ?64 Bomber C()mmani=e1rc~~f't (10 
missing) attacked St uttgart (1977 tons) and Berlin (78 t ons) , 
over former thick cloud. 

~9th, 142 Lancasters' attacked railway centre Kreteld 
Uerdingen (648 tons) , 1094 u.s. heavy bombers ($missing} 
escorted by 673 fighters attacked railway and other targets 
Western a..rmany (2781 tons) , 

SHAEP (Air) aircraft 488 tlew off'ensi ve sorties Southern 
sector and 235 northern sector. 

6. · ~BAHEA!· 28th, 316 tactical aircraft attacked 
o.:ommunicationa ·NortiiOrn Italy, 

7. lillJllllA· 27th . 446 tae t i cP.l aircraft a t tacked variety 
tnrgets Mandalay/Shwobo/N, Shen States areas. 

HOllE SECURITY 

8 , ROC(ETS. 6 incident s reported, Additional incident 
morulng 28th since reported , 

OPTEL No , 34 not sent to Washington 

• 
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fll.!Jr: 

Operator : 

H~!Jr: 

1.¥111 
Clayton : 

HHJr : 

C: 

HMJr : 

C: 

~{Jr : 

C: 

0 HHJr : 

C: 

Hl·!J r : 

(' : 

'!MJr : 

C: 

!'!ello. 

Hr . Clayton. 

Hello. 

Hello , Henry. 

Yes . 

Good m:>rning. 

How are you? 

January 31 , 1945 
9:43 a . m. 

I thou 4 h t r ought to tell you about a tele~hone 
conver!'a tion I ju~ t had with ~!onnet . 

Yeah. 

He called to aek 1f I saw that artlcle i n the 
oa;>er . 

Yeah. 

And I told him that I did. 

Yeah. 

And - - well , he was afraid that that would be 
~ublished in Fr~nce,and if so it might cauPe 
considereble concern on the :;>art of a go:>d 'llPn:r 
oeople. 

Yeah. 

And I said I r ealize that , and he sa id he had no 
idea wherP the fellow got his information nnd 
that it was disturbing , and he felt - - wonder P.d 
i f-- lf his pre ss man and ours hadn ' t botter get 
together and put out some sort of press relPase 
on the subject. And I said to him tha.t my qulolt 
reaction to the suggestion '.'las that the necessity 
for doing somethlna lay ln t he field of French 
oublic o;>ini on and that I thought the t i f he would 
give out a simple little state'll~nt to the effec t 
thet so far as thP s h1os were concerned, thPt if 
there was any difficulty about that , he hnd not 
been so advised and that ie a fact, and I don 't 
think t~ere is any trouble aoout it; that eo tar 
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C: 

Hl~Jr : 
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C: 

1 ~8 

- 2 -

as a single French import program was ooncorned , 
that discussions werE> going on and they were making 
-:>rogreee on it. 

Yeah. 

And that he was hopeful that, in the end, they 
would reach a satisfactory conclusion; thrt eo 
far ae l~nd-lease wa~ concerned th8t discussions 
were ,roceed1ng rapidly end regularly on that 
eubject and that he wee confident that a satis­
factory solution would be reoached. ·~ell, he said 
that ho thought that was the right way to handle 
it . I ' m just giving you quickly '.-rhat we sr>id. 
And that he would have hie press man orepare a 
release on the subject and talk to ~:cDermott abou t 
it over here an~ thPy ' d get sooething out today . 

·.~ell , hasn't Oecar Cox b~en in to'-lCh w1 th ;ou? 

:'<lot about this . 

·~ell , he called me at a quarter of nine ot my 
home. I had called you earlier. And hA has 
since then r ead -- he dictat ed a statement to 
one of the young ladies in my office here. 

Uh huh. 

That he wanted to be given out over your name and 
Crowley ' s and l~onnet ' e and mine. 

Yeah. 

And eo I took 1t for gr an t ed that he ' d been in 
touch with you . 

No , I haven 't -- he hasn 't got me , Henry . l~y - -
my reaction t o that 1e that that ' s -- that ie just 
dignifying the thing too much. I t hlnk that so far 
as our country is concerned, I don ' t think we need 
to worry about it; but l~onnet , I think , hae got 
r eason to c e concerned about the r eaction in France . 
And I think that the bes t way to handle it would be 
for l/oonnet just to make a sta tement himself and let 
it-- let it go on to France . It would be published 
in this country, of oouree . I think if you end State 
Department and all of us put out a public etatemPnt 
on the thing, it se~ma to me it ' s dignifying a newa­
~a~er story a little bit too ~uch . All the stuff 
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tha t they ' ve go t ie Just on rumor. 

'·!ell , o!' course, I ' m not reany to do anything more 
un t il I slt down with you , and I Jus t - - I really 
w~n t to know whet ' e been goi ng on for t he las t 
mo., th , and I l-Jent t"le s t ory s treigh t , F.nd I ' m ~ure 
thPt :fOU 1 ll z ive i • tO ~e Streight . 

'w t kind or Etory? 

Well , ! mern, this business like -- thr t the ~ac t~r 

agreement was goin~ to be signed on a · Tueeday , and 
Jus t t his thing-- it ' s i n the story itsel f , that 
t he whol e-- thr t Twi t ty has - - I mean , these various 
things . I ' d like to Jmow how much of an agr eement 
t hey wer~ nromised. 

Well , they were not promieed, eo far as I ' m concerned , 
they were not pr omised anything; bu t on the 6 th day 
of January we did mee t with the -- wi th Harr y ':/hi te 
and Glasser, I thl~{ it was , fro m the Treoeury , end 
Oscar Cox a nd our neonle , a nd wr had a discussion .. 
':ie - - that we s in ·the. l e tt!'r . And the - - bot h Oscar 
and ~arry f elt tha t we should go to a master agree­
ment. 

~arry '.ih!. te felt so? 

Yes . 

Oscar 

Oscar suggested it and ~arry said he thought thAt 
the conditions had changed so mat erially since the 
matter was or eviouely discussed that nerha~s the 
b~e t way wa• a mast"r r.gre":n"nt, but t hB.t ~-t~ would 
have t o clear it With you and ho didn 't ~now wheth~r 
t hat would be the Treasury ' s ~osi tion or no t . Th~ t's 

my recoll ection of 1vhat he sai d, but it ' s t ha t he 
nersonally agr eed with Oscar, that ~erhsns that was 
th!' best way to handle 1 t instead of a r estrictive 
agreement euch as we had nr e,ared and such a9 had 
been okayed , I think , by the Pr-Pident ~nd oer~a~s 

other s . That all hanpened before I came into the 
r-e~art!!len t. 

"ell , no, t he Pre~ident '1Adn ' t agr eed to anything 
up to thP t time. 
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·~ell , he ae: r eed to one , I underst~nd . 

Well , I -- I -- I ' ve go t to g• t this thing eo --
I mean , I can ' t - - I ' m no t questionine you but I 
can ' t und<>ra tand tl'.~ t HarJ•y 'tlh1 te wou1 d ha VP arreed 
to a ~aster a:reemen t. 

~e didn 't -- hov, Hen~t, don 't gPt ~P Nrong. I 
Cl\!n 1 t Ea·· tJ:a t '-larry aereed tO 1 t . "low 1 nob?dy 
a.:reed t:J anything. ·.:e -- \ie t·:e r e J•.ut mer .. ly 
ex?lori n~ t he mat t er a-d diecussin: !t, ~rd Oscar 
Cox said , "':/ell , to~hy do we .;o on 1·:1 th o .... " --
eo me of this ha .,,en"d before I got in the r oom 
hecnuse I 1o~a • delflylld , but I 1o~as told after1~arda . 
Oscar said, "'•'hy don ' t 'lie go to a ma s t E>r ll(; r eemen t 
l ike we ' ve got with overybody else instead of having 
t his r "'strlcted form of acr eemen t ?" ·~1ch rest~icted 

f orm, as I understand it , the ?resident hPd agreed 
to, but I ' m not sure a~o~t tret because, as : say, 
1t came -- it hep!)ened before I came in. 3u t I got 
in while t hey ,,, re discusEing 1t e~d !-!arr:r said, well , 
'11' thou:;ht Oscar ;·:as probably ri~ht , bu t t l".e t he 
couldn ' t give any agreement or any release on. the 
thin8 . He made it very cl ear -- until the matter 
had been discussed to~lth you . And th "n some le tt t:>r e 
~-<e r e exchanged and it 1~as agreed, os yo11 know, that 
,. e ehoul6. not give the master ag reement -- or sign 
t he maHer a,:: re~m,nt until we could c·.me t o some 
und,rstendlng ·,·1th the Fr~>'lCh on tr.<>ir ~;ol~ ~>nd 

do,lar balanc es. 

·~ell , di<ln ' t ·.·/hi te re• se thP t? 

·:ot at that time . !lot on the 6 t h day of January . 
He dion ' t agree t o anything . 

I ee~> . 

He merely -- he mer ely said t ha t -- t~PrP may have 
been eo~e discussion about the gold and dollar 
balanc es -- I dont recall -- cut he merely said 
that he though t ~ha t Oscar said made a £OOd deal 
of sense , b~t he wee not i n a !)Osition t o say 
definitely until he had discuss ed the metter wi t h 
you . 

1.1ell , who , from t he State Department , because I -­
I ' m really upset about the thing -- who from the 
Stllte Department can oome over here end o back 
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to la•t June or July when this thing £tarted nnd 
give me th1~ time tn'le right down to date? 

'1/ell . ... 

161 

3ecause I ' d like to know as much as the newsprryprs 
kno1< any•·:ey . 

I exuect t hat the beet man ml~ht be -- I expect 
th~t-Pete Collado , because he shad more to do 
~lith it t han any~ody . 3ut maybe Livey l'erchant , 
if Livey is still hPre. I think 

'·'el1 , C.oe£ J-.1nn %now t1-1g story? 

Jimm~ ll'.mn? 

Yeah. 

~o . :lo , he ' s had -- h" ' s hed al:noe t nothinr to 
do with it because , ae I understand it , beca119e 
not since I came here anyway. 

Well , if you eon ' t mind-- I meen , I-- I ' m not 
going to :nove on thi e thing until I -- I S" t to 
th" bottom of •-1hr t ' s bE' en going on and I don ' t 
kno\·1 abou t . 

':iell . ... 

And I really l<oulr' lik0 :o el t do1m ~~it" '>U llnd 
with ;•:nite end c;"t Oscar over here, and I ' d like 
to get e t1~e tn'"le , beo~>use I ' :n goi n<. to ·,e asked 
by the press where this thing s t ands and evidPntly 
there have been thinge ~:hich are goi::g on -.•h1ch ~ 
newspapers ~now shout , which I don ' t . And I ' d 1~ 
to get to the bottom of it. 

'•/ell , the best man to -- to give you t he lliary on 
it , and give the whole story f r om beg1rn1ng to end , 
I think , l e Pete Collado . 

'llell •. . . 

And I can brl r.g hir.t or 1f Ll vey ~!erchent is here, 
he might be almost re good. 

'.\'ell . ... 
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I ' ll 'oring !..1vey . "ut :• 'll sf~atd :.tvo:t ~~y ,.i •r., r 
!'.ave o:;one or C<" tt1n- r E'ady to go ~o =r~nce w1 th 
Jude;e Ros~n:nan . 

':/ell , Rosenman is h!'re . 

Yes , he ' s still hPrs . 

Could you do it this mo rning? 

Let me look at my ca1 endar. I have-- I have this 
staff mee ting thPt I must go to, and I can cancel 
engagements I hnve and I could ? robsbly start at 
el~ven -- a t eleven-t~irty . I have an ongagem!'nt 
~or l unch but I can ~ut th~t off. I can start a t 
eleven- thirty , Henry~ 

:·:ell , I wish you would , \1'111 , becaus e I went to 
be on the r1£ht basis with you. See? 

Yes. 

And I can ' t be in a tricky, diff icult deal like 
t his a nd have ~eopl e shooting at me , unless I know 
all the facts . 

Yes . All r1ch t , ! will -- I will arrance for Liv ey 
:.:e:l'chant to mee t with 'lle i n your officP. it t elovo>n­
t hirty . 

':1111 ~·ou do thl" t ? 

I ' ll e.o t >:·t . 

nello? 

Yes . 

I don ' t mind if you w~nt 
I t 's all right as far ae 
br ing him along. 

to br ing Pete Colledo . 
if he ' s go t t he story , 

~/ell , he ' s go t it b"t t e r t han anybody . 

9ri ng him as well . 

·~ell, I t '11nk t hl' t t!:e fewer the b" t ter, and i f you 
don ' t mind if I brin~ ; I ' ll bring him, because he 
kno~s it bott•r t ~an anybodY. 

.. 
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All r lght. 

And lt won't be necessary to bring Li vey. 

I'm golng to a sk Oscar Cox to be here. Hel lo? 

Surely. 

And I ' m going to t ry to get Jack McCloy. 

Wel l , he hae a v~ry important meetlng ln hie oftlce 
at eleven o' clock which I told him I coul dn't attend. 

Oh, oh. 

On the French franc thlng and you've undoubtedly 
got eomebody that 's golng to be at that meetlng, 
so I doubt lf he could come. 

Wel l , I'm golng to invite h.lm anyway. 

All right. Flne. I'll be at your offi ce at 
eleven-thlrty wl th Pete. 

Thank you. 

Thank you . 
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9: 55 a .m. 

Jack. 

Yes. 

How are you? 

How are you? I see they - - somebody was smart 
in the Government yesterday and talked about this 
French business. 

Yes. 

There 's al ways some S.O.B. · 

That's calling it about r ight. 

Yeah. Yeah. 

Well, now, I've j uPt been talking with Will Clayton, 
and Cox called me early, and they wanted a Joint 
statement, and Clayton doesn't want" to give out a 
joint statement , and I think he' s right. 

Yes. Yes. 

And he said 1t's up to Monnet to make a statement. 
Now, I asked Will -- I said, before I did anything 
mor e, there seems to be a lot that has been going 
on which I haven't been informed about. 

Yes. 

I mean agr eements and promises, and so I asked him 
when he could come over and he said eleven-thirty. 

Yeah. 

And I'm trying to get hold of Oscar Cox. So , I 
said, certai nly when I face the press, I want to 
know what people around this town have been 
prom1e1ng. 

Yeah. Yeah. 

So he said he would come over at eleven-thirty. And 
I said I wanted a t1me table on Just what promieet 
had been made to the French Government. 

Ye s. 

-
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I wonder by any cbance if you could oome. 

Well, I 've got a meeting on this Frenoh rrano 
business at eleven o'olook whioh I was very 
anxious to deal wi th, but I suppose I could call 
that ott. I think t his is probably more important. 

Well , it's just this way. I really would like to 
get to the bottom or it because I think they 
certainly didn't ?Ut the War Department in a good 
light. 

Oh , no, they make the War Department look as it 
they're -- they're bucking not only the Frenoh, 
but their own Government. 

Yeah. And I don't know how you reel, but I know 
it what Twitty said i n there is true, I - - there are 
a lot of people have been doing things that I don't 
know anything a bout and I want to get to the bottom 
or it. And I thought that on account of t he position 
they placed you in, you'd like to, also. 

Sure. Well, I'm very anxious to get to the bottom 
or the whole thing. I was looking forward to talking 
with either Glasser or Harry White to bri ng me up to 
date with what you were doi~g. 

Well, i t you'll come at eleven-thirty. 

I'll be there at eleven-thirty. 

I'm going to be Bull Morgenthau. 

(Laughs) Butch. Butoh. 

Yeah. because somebody around this t own has been 
making promises t hat I don't know anything about. 

Yeah. 

And I want to find out. 

Yeah. 

And I don't know-- and I'm not goi ng to take it 
just 81 tt1ng. 

I'll be there at eleven- thirty. 

• 
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RMJr : 1-ionderrul . 

H: All right . Fine. 
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Jenu~ry 31 , 1945 
~ : ~s f" ., 

~~llo . ~eo, o . 

Oecar . 

Y~s .. 

I ' V'<' Ju ~ • trl.k d ~~· th Cloy ton , ···ho Wr>F trlkt.nc 
•·:.!. -h l'.onne t 

. ... ~nc Clayton knp~· nothin:; I' out "!lie arttcl" -­
t:Us s:tHtc:n~nt '..;~ic~ ., u ~·,:-:e£ted . 

tOe s:-1C. h" hl'dn ' t .1P rd ~r'JT. :rou . 

r~o , I hav~n' t trll:ed to '11nt . 

i•lell , he doesn ' t w~nt to t;ive O'J t any joint sttHP­
men t and hE' told l·lonnet .!.f he ,,·ants to .::1 VP. out 
some thin,- , he ehoul<l g1 ve out som<>thin(.' . 

Yeah. 

Then I seld 
u:1t1l I ot 
ou t ~:ho !los 

~~ht. 

t"nt I Juct Wfl!'l'! 1 t :oi '1g t" d-:> flr•rthinG 
t:> t! "' bot.to~ n~ t~!.s thin6 ~,.'!C find 
?ro,i£"' :-1h"t to ;;~e ~r nch. 

And I'v~ called a meeting lit the office to ;~"'ich 
Clayton 1s coming, "nd Jacl: J.!cCloy is co~ing . 

Yeah. 

A·d I hooe you ' ll be her e . 

Y<>E , s ir. '"ht" t time? 

El even- t hi rty . 

Al l right . I ' l 1 be t herP . 

Regraded Unclassified



. . 

C> 

( 

H~!Jr : 

,.. , 

P;'Jr : 

C: 

" · 

" · 

C: 

...,::Jr : 

U' Jr : 
,. , 

C: 

'll·lJ r ; 

C: 

- 2 -

3ut ther 1 E be•~ n :o : ~r 
~~-u~d ~~~ ~~ ., _ o l• 

r o-=!. s!. r:g ol :-.g or. 

o f 1 z. 

~Pcatr~ T t - ; oi 
"' f no.;-:j"'lt' ti o •1 • 

t~1n~s - - t··~ ~r~nc~ 

a r.;• th1 "~G' a • Oil t . 

- .... :.. t -o :; ·" o:·o'll 

Q')l1Cb ~ 'I '11'! 0 

tf:1n F :,..-,lc'-'. 
a ·~p ,... ' r. 1"' r t 

l;<> ) r '>mif ' z 
- c'<>n 1

: Y.:1,w 

Anti· e v id"'::. t " y t '1 r hR".'e ·~QP~ t:J lo t of '1!"''1-t l fles 
7r de. 

·:ell , : t::1r.k t'-o o;~.:-r : 1 .... p.:>" ""~'- -: : t 
e~~ ~r 1 ~ ~~ t~!c ~:or·· c~=~ ~~~- , e~ · - w~u, ~ 
'>r ::= t' t ... ~u: :": !" F . ~ .!. "" !': -= ·~ t·-:: ;;. 

- 'tnow, but Pver l f · ·•y 0 ~ 1 t ~i nd it ~ut , it 
c~ · tn i n'.y 1<111 \·, r dP tPrr~>nt f or t '1e """ t o•· r . 
1 £:': 1 t i t? 

,. ! don ' t bQli eve i n ~u :t~ "·· S ~cr ~ Ser\l Ce ~ r ? . 
on rQwe,c-er ~er. . 

. . . 

"0 
1 'U t 

T don • t i;now ,4·1 ~t>~ r :·ou ~ n~\·.' ho~; f un"1y ,"lU · ·orp 
t hi s morn1n~; . 

No . 

~u t w~en I t old yo u - - I SP 1d, "'·fell , I think 11 
l ot o~ thee ~> s tart er co~e ou t of !;hP F . ~ . A. '', you 
sa1 d , 11 ',oje11 , no t t!.l ~ one 1 " l··>:ich r:~v, ml> a c o od 
l augh. 

·~ell , we 
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You dor. ': thlr.k 1 : • s rur:ny . T t!':l'"'f: it ' ~ ""•:n"':y . 

I do thi nk 1t ' e fl~~y . 

( :..e :.t,:h s ) A 1' r1 ,. t . 

And '•'e'l' teJl you <'h"' we ")U t a stor~· out fr'>m 
~ . ~ . A . 

( •_eu:he ) Ol<ay . 

~1ght . 

I ' ll be ~n1t1n& -- li 0 tPn1~g. 

?i:1e . 

~1, r1::n. 
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D. \'t. Bell 
Gaston 
Haas 
Blough 
O' Connell 
Gamble 
Pehle 
Luxford 
DuBois 
Glasser 
l. , S. Bell 
Klotz 

January 31 , 1~~5 
l v:W a. :n. 

li ,!.l.Jii: I am soJ·ry to keep you waitint; . Bell and 
Ga~Bble , I would li:te to have you two gentlemen l'or lunch 
today . 

(The ~ecretary leaves conference temporarily.) 

!.IR. C. S. BELL: ~·hich Be ll ciid he mean . 

l,fR , D. 11 . Bt.LL: I accepted . 

'·l!w . KLOTl : he knows you have no time to eat today . 

(Secretary re-enters conference. ) 

H.!.! . Jk: Where is 1ilasse r ? Are you goinr; to that 
:neeting with --cCloy? 

~.~t . IJLaSSE!t: At eleven o'clock? 

170 

ll .l! . JR: You are no t c;oing. r:e is cominr; he1•e at 
eleven- thirty. It has been called off. I am going to 
have a meeting at eleven- thirty ~ith Clayt on , McCloy, 
our o~n pe ople , and Cox . I am going to get to the bottom 
of this stuff, what the Treasury has been doing and what 
everybody else has been doin~; . Everybody kno?ls about it 
except myself, and l am &Oing to find out at eleven-thirty. 
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MR. D. VJ . BELL: 'Ihere was quite a piece in the pape r 
this morning . 

H .M. JR: Everybody knows a bout it but me , so I am going 
to stop short and prepar•e my self for t his . I hope we are 
all right . 

lffi. LUXFOl\D : The story in the Post , so far as I can 
see, sounded pretty good fran your poin t of view. \\hat 
they empha sized was you were insisting that the French 
uee sane of their gold . I thought it was n.uch better 
than tnose stories ordinarily are . 

H.L JR: \',ben Twitty Mlked in here the s tory v.as 
I thre'i a monkey ' 1rench in the wnole t hing . It was supposed 
to be settled. I dicn ' t know anythin he.d been siened 
last Tuesday. Uid you know, Harold? 

J,ffi. GLASSER: No, they may have t old t hat to Monnet , 
but it was State and FF.A that told tb~ . 

H.V. JR: By the t ime 1witty got out of here I think 
I got over this business about gold, but, of course, 
it looks as though t he Army--l'le threw it all on the Army, 
but it is outrageous. I am plenty good and mad; and if 
Clayton is going to do t his, I tol d him he bed better 
come right around here . He ie cooperating . 

MR. DuBOIS : That story came from Oscar Cox . 

H.!.LJR: Oscar called me up at ouarter of nine this 
morning, and he had this stata~ent afl ready that be wanted 
me to give out, so I said, "Well, Oscar, it is outr~:geoue , " 
and so forth . I said, "Oscar, most of these stories 
come right out of FEA . " 

He said, "Not this one . " (Lau~;hter) 

He just laughed . I had him on the phor.e a~ain, and 
he sai d, "I think we ought to put the FBI on t hJ.S ," so 
I said, "I don ' t want the rBI or Secret Service on any 
newspaper man ; I~ opposed to it . • 

• 
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He said. "'.Vell. we should . " 

I said. "Oscar. you didn't seem to think it was 
fu.nny this morning. I told you I thought that it cllllle 
out of FEA. and you said. ' Not this one.' " He gave the 
weakest laugh you ever heard. 

J.!RS. KLOTZ: 'lhe Secretary rubs it in. and I get a 
sinking feeling. When I know he is lying. I just can't 
take i t for him. (Lauehter) 

H. M. JR: What makes you think it came out of Oscar's 
shop? 

MR. DuBOI S: It sounds like the same technique he uses 
all the time , It is the sort of story he woul d give out. 

!.!R. LUXFORD: He even anticipated that answer , because 
he said, "If there is any denying to do, let ?Aonnet do it . " 

Do you have anything. Charlie? 

MR. C. S. BELL: Yes . 'Nould you want to see this 
letter to Saxon? I am still holding that. 

H.U. JR : I s he ill? 

MR. C. S. BELL: He has ulcers of the stomach . I 
think he is coming around all right. 

... H.U. JRi Let's let it go . 

MR. C. S. BELL: Did you want to hand Mr. Friedman 
his letter? You know, he wasn 't in the day we had the 
other two. 

H.M. JR : Let that go. 

MR. C. S. BELL: And here is a letter to Lesser you 
might want to sign, appointing him Gener al Counsel of 
Procurement. (Hands Secretary letter dated January 31. 
1945, from the Secretary to L~. Lesser. which the Secretary 
signs. ) 
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MR. PEHLE: He i s doing a very good job, Atr. Secretary • 

.MR. C. S. BELL: Pehle wants to promote Silvermaster 
to eight thousand, and I think it is a 'good promotion . He 
gets sixty- five hundred now, and he is worth it . Silvermaster 
is a very outstanding person . 

Tom Davis as Assistant General Counsel goes to sixty­
f ive hundred in Procurement . 

H.M. JR: Pehle is expensive • 

.!.!R. C. S. BELL: 'lbere ere two other appointments, 
Armstrong end Herren . 

H.M.JR: We have Silvermester- -

l!ii. C. S. BFLL: •• • and Tom Davis . lle has been 
Assistant General Counsel for a long while; he was under 
Thurman Hill. 

Here are Herrin and Armstrong, two new ap~oin tments, 
both of' them for CAF-14., si xty- five hundred . Ihey ere 
reasonably good. 

llR. PEHLE: Armstrong has transferred from Budget. • 
He is e. very strong man . Herrin is a v;arehouse u.an; he is 
not as strong as he could be . I.e have caa.bed the country; 
the Army has almost everybody. He is the best we can 
get, and we are o.nly taking him for six months to see if 
he works out. 

MR. C. S. BELL : I think they are all right, sir . 

H.U. JR: At wh11 t price? 

MR. C • S. BELL : Sixty- five hundred. 

H. lf.JR: Well, I don 't know. I have to give Pehle 
enough leeway to make good. 

v.R. PERLE : ••• to bang himself • 
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!!.k. C . S. BELL: He sees these fellows and knOl'IS what 
they have . 

\>oould you 11ant t o authorize Shick to ~;o ahead with 
Joe DuBois on this history? I have had Shick talk v.ith 
DuBois , and we are still haloing up on that . 

H. /Jl .Jit: Sure , if you can get him, it would be 
v.onderfnl . 

1.'1< . DuBOIS : We were goinc; to start on ur crimes . 
I don ' t know to what extent we want war crimes material 
turned over at this point . .Lf you 'l'.ant to , it is all 
right . 

Lllt . C. S. BELL: That is the crop f or me . l wonder 
if I coul d be excused . 

H.:.I . Jk: Yes . 

I would love to see what success he has . "aybe he 
can get started writing up my trip to England , too . 

Mlt . C. S. BELL: l:!e will be good ; I kno\\ you ;, i ll be 
sati sfied . 

(Mr . ~ . S. Bell l eaves t he conference . ) 

!!.1. UJXFORD: Your trip will be interestine reading 
t o you, anyr.ay , when you get it. lLaughter) 

Mil . PEHLE: Maybe you can r ead it during the next 
t r ip • 

-. 
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H./.I .J R: Glasser was to go to Italy . he got him to 
write up the trip before . 

lffi . GLASS£!(: Tha t is right . I have to report be!'o1•e 
I make the second trip . 

H. J.! . JR: You are still here . \~hat are you do ing? 

' I 

' 

!.t:l. D,l, , BELL: Viritint; up the first trip . (Laughter) 

H •. .! . Jit: Somebody ought to contact Col onel tlerns tein , 
too . ~ho sees him? 

t.IH, LUXFORD : \;e all see him. 

),1!{, GLASSER: He is in New York today, but he will 
be back tomorrow , 

H . J.! . Jk: He ou~>ht t o go back t? the v.ar and see 
•·,hat is popping , an~ everything, if he is going to have 
anythinz to do with the financial setup . 

t!rt. DuBOIS: lie expects t o go back the f irs t 1.ee.< in 
February. 

MR. D. Vi. BELL: That is next. week . 

H . ~1 . JR: Get WOl'd to him when he gets back t hat I 
would like to see him. I told White this yesterday, 
Dan. 
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Lm. D.'.' •• BELL: I have a letter from Bob LlcConnell 
you \\Ould be interested in reading on German reports . 
He has some sketchy material on various industries 11hich 
isn't complete, and he isn 't satisfied with it , but he 
is willing to turn it over; bu t I think you would he 
interested in his change of views on the German situation . 

H.M. JR: Better or worse? 

(Hands :>ecretary letter to t!r. D. \, , Bell from \ 
Mr. l.!cConnell , dated January 23, 1::145 . ) (.%,. .-.... ~" ' ~~· ""oV 

:.!h. D," ... BELL : The more he ~::oes into lhe industrial 
setup he i s satisfied there is material for a futu1•e v1ar, 
and that is 11hat they are planning . 

!.IR. DuBOIS : He v.as violently at;ainst it. 

Mlt . D.v •• BELL : Yes , he was . 

t.IH. GASTON : I didn't get quite that impression . l 
got t he impres s ion ~lob was a slow-going , thoroughgoing 
sort of fell01~ , and he wanted a lot of data befor·e he 
made up his mind . 

Wt . D,l.':. BELL: he v.as opposed to taking the drasti c 
s teps that were being proposed at the time . Certainly, 
before he got the data he v.ant ed to s tudy the whole 
industrial setup . 

!.lk. 0' OOtmELL: lie didn't take any opposition , Dan . 
He was unwilling t o agree with the posit ion taken at tha t 
time . I think we got t he impression he was not sympathetic 
to it , but he was not sympathetic on the other side . Any­
way , i t is very interes t ing . 

MR. D, \\ , BELL : We have taken up with you two or three 
times the matter of employine Japanese-Americans in our 
various Treasury offices . I.e need pers onnel in our dis­
burs ing offices to get out these refund checks, and need 
it badly . Mr . Allen says he probably could hire from 
twenty to twenty- five Japanese in various sections of the 
country if you permit it, fo r t his t emporary period . 
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H.M. J R: You couldn't do it all in one place and 
have it Mrk as a section , the group . 

Hl\. D, \'1, BELL : \,e could confine it to one place . 

11H. GASTON : I don 't like 
treat them like anybody else . 
crimination . 

it. It seems bettel' to 
Employ them without dis-

L'LR. O' COlfNELL : These ere llmerican born Japanese . 

I.Ui. D.': .. BELL : They are citizens and certified by 
the ~ivil Service Com_~ s sion , and I think that we ought 
to do it . It is bein: done in other places . 

MR. 0 ' ())NJIELL : If you can't use them to do the \,ork 
in connection with refunds of excessive taxes paid in 1343, 
1 ~~ afraid you are never goinb to be able to t real them 
as decent human beings . 

MR. D.W. BELL : Before you l aid down the rule , it was 
done in a f ew places and they got very good results . They 
say they v.ere very good . Two or three people were put on 
the rolls . 

li • .M. JH: \.ell, you knov., I am amused at you . You 
wouldn ' t ta:te a woman in Foreign Funds whose uncle or 
somebody was in Ge rmany, and Senator Barkley took it up 
V>ith me . 

!.!R. PERLE: ~~ ;;.., ' t have any recollection 
incident, but your memory is better than mine . 
urged that we take Japanese . 

of t hat 
I earlier 

H.M. JR: This woman was an Ameri can citizen , and 
Just because her uncle, or father , or somebody, was living 
1n Germany, you wouldn't have her . 

MR. PERLE : I don't think we Vlere very far extreme 
on that situation but I ~ould say this , that where you 
are dealing with forei~n funds, with t he most secret type 
of inform.ation , there 1s some possibility of saying you 
have to be careful. I don't think we v.ere doing it because 
somebody was born in Ge rma.ny . IJy father was born in Germany, 
and I am certei.nly not--
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H.tL JR: So \\as mine . 

llR. PEHLE : And I am not a person to draw lines 
on that account . 

Mk. DuBOI:l : If her husband was under German pressu re , 
possi bilities may exist by virtue of t hat fact , but I 
can 't i magine it v.as because she was German. 

H. M.JH: Vlell , I just don' t Mnt you boys t o ge t t oo 
moral with me . 

:!ll . PEHLS : On the Japanese people , l would be 
inclined to ce very moral , L{r . ::iecretary. To say these 
people must all be branded because of their r ace--it 
gets ve ry close t o \\bat hitler believes , and ! think if 
we let ourselves go down that line , we are takin& the 
first step in the d irection of saying we are O. iscriminating 
against Catholics , or other people . 

H.M. Jit: No , L mean t he feeling against the Japanese 
is because they are war-like people, wantin~ to make v:ar 
on other people , and not because they haven t \IOJ'shipped in 
a definit e manner . I mean the Hitler thing is a--

MH. PERLE : That ' s the g round Hi tler put it on . he 
put it on the g round Lnat there is some taint i n the blood, 
and the experiences the Army has had with Japanese fightin6 , 
they are very t ood, and if \.alifornia is >.illin"' to accept 
these people back in the middle of a war with aYl the racial 
feeling back there , the least 1.e could do is let them 
continue .-.ith the checks . 

H.M.Jlt: \ohat do you think, Herbert? 

MH. GASTON : I am ve ry much against any discrimination 
aea ins t na tive- born Japanese , unless there is an individual 
reason . 

Mk. LUXFORD : Only on the same basis you v1ould vlith 
anyone else . 

h . I!. JR: \,ell, I don ' t apologize for anything in the 
past , see, but--
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Mk , IJ ,\', , BELL: .Lt was different r.ben you first 
started . You might have had some different g rounds . 

H, M, J]t: It doesn ' t bother me one bit , but now I 
am wi lli ng t o go along . 

1.fR. D.W; BELL : O.K. 

H . ~ .. Jii.: i rbat 1 stood for in the past doesn ' t bother 
me one bit. l\ lot of these wond erful J a:panese- 1\rnericuns 
have declared themselves as ~illing to g1 ve up their 
citizenship and r.unting to go back . uave you eve1• been 
to HaMil? 

J.ffi . PEHL!: : No, sir. 

H.U.JK: Well , I have , and I have seen them GO to 
school in the day time up to f our o ' clock, and after 
four o' cl ock g o to Japanese schools , the Ame r ican bor n 
Japanese . 

l.m. PEHLE : even that , I think, is a very bad line 
to draw. 

:.lli. GASTON: They haven' t had one incident , as far 
as .L know, about any trouble l"lith these Japanese in hawa ii. 

~:H . PEhLE : No cases of sabotag e in Ha\·.aii have been 
proved . 

Mll . GASTON : In the whole Pearl Harbor t h inG, not a 
thi ng could be p roved a6ainst them. 

H.!J . J H: You had a group of pe ople s ign up and g ive 
up t heir Ame rican citizenship--

Mil.. PEHU : That is not this g rou p . 

H.M. JR: ... dur ing the past six months . 

UR. PEHLE : Sure , there are disloyal people among them, 
and among German connected groups , too • 

H.J . J H: If ~e bad taken these people six months ago, 
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we migh t very \',ell have had some of t hem, like some of 
the people working since then with the Department of 
Justice, sign a piece of paper and say, "V1ben the war is 
over we wan t to give up our American citizenship." There 
was a bi g group of them, Biddle has announced. 

:m. PEELE : After Pearl Harbor when nobody knew how 
the war was goi nB to do, no prot ective measures were 
,just i fied . 

H, I,\ , J R: I am willing to do it now. I am glad I 
didn't do i t a year ago . 

MH. LUXFOiill : l think that is Pight. 

Mlt. D. \\ , BELL: That ' s O. K. 

At the l ast meeting of the Vinson Conunittee there was 
quite a bit of discus sion about l and values, and at the next 
meet ing , which is a week from this Thursday, there is going 
to be a fUrther discussion of it, and steps t hat can be 
t aken to hold the values dovm . I t hink Eccles is preparing 
a rather elaborate memo r.hich is coine to be circulated 
before then f or study . 1 have a suspicion that they will 
come out with a reconunendation for some kind of taxes by 
long lines , l suppose . Last year, or was it two years ago, 
they made the same proposal , so \;e may have to consider 
s 0!1¥! thing al onz that line . 

You gave me a letter a couple of days ago that I 
handled in volving a duplicate check . A man gave an address 
some place in Hawaii , and the duplicate check was on the 
\vay to him, and he turns up in New 1ork, I think , so v:e 
have now issued him the second dupl icate check and sent i t 
t o New 1ork. ~e are goi ng to stop payment on the duplicate 
that went to Hawaii . 

Here is a case of interest to everybody. A man \',rote 
to me from some place in Massachusetts and said he had been 
urged by the bank to put in la1•ge subscri ptions i'or two 
percent bonds, and said he can sell them out afterwards , 
and this had the approval of t he Treasury. I \\rote him 
back and told him that it did not have .the approval of 
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the Treasury , ana it was especially what 11e had asked 
evel'Y bank to pr•ohibit. he writes now a very nice letter 

' II and says , Thank you ve ry much for your nice letter 
explainint: that the Treasury VlllS firmly against banks 
loanint to individuals t o buy bonds during a Drive . I 
have taken action t o see that lee bank aoes not do it aeain , 
and regret that I dio not mor•e vir;orously oppose it 11hen 
it ~as first presented . I was in a ditficult position 
as I !111<! been severely cri tic"i,.al of the bank for not taking 
a more active part i n promoting the sale of bonds . l 
am enclosine my check in the amount of tru·ee hundred and 
seventy- seven dollars and fifty cents , which VlllS my 
profit from the transactions of deduct i n6 expenses and 
taxes . Will you kindly use it for pr•opel' Will' bond pro­
motion, or• turn it over to the Government Conscience 
Fund?" (Laughter ) 

!Gt. GA.:iTuh : Is he an officer of the bank? 

1.:11. D.V •• BELL; I don ' t think he is . tle is just a 
citizen . "Hobby House in llockunum, South hadley, 
.!Aassachus et ts . " It doesn ' t g i ve any bank . ( Hefe rring to 
l e tter to ..!!' , D. ''•· hell from Mr. Rot;el' Johnson , dated 
January 18, lYqS. ) 

Eh. PchLE : Hor. much money do you have to invest to 
oake three hundred and seventy-seven dollsl's? 

1m. D.\ . bELL: He can buy two ' s and sell them out 
in a month and buy mor e . 

H."I. Jli: George Haas , I have you fo r lunch , too , pl ease . 

MR. D. \1 , BElL: That ' s all. 

H.:.: • .m: Talking about War Bonds , you can go t o the 
next publishers ' me eting in my place . Hav~~en once a pub­
lisher myself, the most I could do nas try t o keep from getting 
the gi ggles last night . They are so serious and pompous , 
and the secretary r ead a forty - five minut e presentation. 
They· had no sense of humor, and I sai d, "V.hat has happened 
to the American businessman? You always had a l ot ol' Govern­
ment officials , and beautiful girls to entertain us . " They 
just gave us a lot of figu r es . It was so uninteresting--
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no sense of humor. I thouzht the American businessman 
is certainly slipping, and they went through this thing, 
and of course , the whole business was to l e t them know 
how they got all this cordwood to~;ethe r, and how wonder­
ful it was . So when they asked each of us to say a few 
words, I thanked them, and v1hen they came to diplomas 
they said{, "Mr. McNutt, do you want to say anything?" 
he said , 'Yes . You boys a1•e on the essen t ial list. 
You v.ill stay on it just so long as you will g ive me 
good public itr, . " (Lau~hter ) I said, "Paul , at least 
you are bold . ' I sv.ear! 1 thought , well at least you 
say Y:hat the rest of us think . lLaughter) It v:as the 
darndest meeting . 

~lh . GASTot!: You just laaghed it off . 

H. M. Jii.: I said , "Paul , you are very bold" , but 
that is exactly what he said . 

Mlt . [•.W. BELL: Straieht f r om the heart . 

H.M. Jli: And the other thing that was amusinr; was 
Krug said , "We would like to eet some of this publicity, 
hut 1\C can't muscle in on Treasury . They seem to get it 
all. " That was another man speaking from the heart. 

li.H. GA~'TON : Did they ask you to ge t them more paper? 

H .~ .J ii. : No . They claim that due t o their spendin~ 
this money, that t he public have been able to get a mill1on 
and a half cords . They have cons~d six hund red thousand . 
This year they are go ing to cut three million cords extra, 
ana the inference was , you leave us alone . i•e are doine such 
a wond erful job. • 

l!h. GAMBLE : Their problem isn't so much paper as 
mappowe r-- the magazine people . They use a dif ferent kind 
of paper . 

Mit. O' CONNELL • It's still pape r . 

H . ~I . Jk : You can go t o the next one . 'l'hose kind of 
meetings you can go to . 
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~Ut . GAMBLE : That's all I have been doing fo1· three 
and a half years . 

H.M. JR: \1hen Hollyv1ood puts on a shov. , I go. 

!lh . UJXFORD: V.e had a rnt:eting wit h Eccles on the 
form of bretton Vloods l cc;islation, and we t al ked fo r a 
couple of hou rs trying to eet- -

h .M. JR: You talked in the rneetin£ v.ith Jiccles? 

!lR. LUXFOhD: No , I said Yte talked. \i e got about 
ten minutes to talk in that two hours , but ~e tried 
to get him to go along with the draft , not naming a 
board in the legisl ation, and it is quite al l right 
v.ith him that ,.,e introduce it that way; but he still 
insists he wants to express a view in the Committee 
for a board, and that's the way r1e left the matter. 
I will state back all the way they said they would, 
and there is a bare chance that ulti mately Eccle s 
wi ll go along with us , but he would not concede yet . 

Jl . M. JI\: 
me just now. 

Eccles wan t s quit e a lot f r om Bel l and 
"•e are in a very good--

MH. LUXFOhD : We tried to leave them with a very 
good comoromise , but v.e couldn ' t quite get him to take 
it . First he had taken it and then backed out . \~at 
we wanted him to do was say he will go in there with 
no board provision . ~hen , if Con~ress begins t o insist 
on a board, ~e will all unite beh1.nd this board he is 
talking abou t. 

H.!l. Jh : Was this before the Legi slation Drafting 
Board? 

MR. LUXFOkll : \,e t ried to settle t his out of l.ourt . 

;.\h . D. \1 . BELL: A board just to handl e the Ameri can 
policy end of it . 

H.M. J k: • nything else? 
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m,. LUXFOkD : That's all. 

~:R. BLOUGH : '·•e had a very pleasant meetine v.ith the 
Joint Committee yesterday morning , and the ke!)ort , !lumber 3, 
on Economic Outlook after the War was read to them. We 
were afraid there would be a repe rcussion because of the 
nature of the material, but there was not. Senator• Taft 
was highly commendatory afterwards , and said it was the 
best thing he had seen any place, and Harold Knut son of 
Minnesota, from whom we expected disagreement, said he 
thou~ht it was a fine report, and he didn ' t _have any 
critlcism, so we are through anothet• v;eek , 1 think , very 
successfully . 

li . LI . J k: This has been going on so long , but r.e just 
have to , I think, find a place for this fellow. I mean --

l.lh. 0 ' Wli}ELL: Whose man is he? 

H.U. Jk: kobert 
years on that thine , 
point of i rri t a t i on . 

Doughten ' s. He has been after us for 
an d some of these things get to the 
It ' s just not ~orth it. 

l.iR. D. i· . • bELL : Are there two of those boys? \'1e 
had one of the Kitchin boys over here at one time VIOI'king 
on it , on ;nixed-claims l\O I'k. 

:.lit. O' Wf.ll!ILL: I don' t know. 

bad . 
:.:R. D. ' •• BELL: He wasn't brilliant , but he 1\asn 't 

tm. 0 ' CO!INELL: 'rhere are a number of perennial 
candidates for Tax Court jobs; six are in the Department 
of Justice . One Senator George endorses every SlX months 
or a year , and one or t wo Mr. Dour;hton endorses , and one 
or two ge t a whole chain of Congressmen and Senat ors 
behind them . 

H.U. Jh: Mr . Gaston , you might be here , too , at three 
o 'clock tomorrow. 

H .~ . Jk: I was worrying last ni-ht . There is no 
reason why George should be as frien~ly to" ard me in the 
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future on account of the stand 1 have taken on ~allace , 
and therefore , 1 want to keep an anchor t o the windward 
in Bob Dought en , and therefore, I think ~e bette r do 
somethi ng for Doughten . 

Mk. GASTON : I think so . 

H.IJ . JH: l don ' t want t o get Bob Doughten and George 
down on me, and I t hink we better do something for Voughton . 

~~ . KLOT~ : Look at Joe DuBois ' face. 

H.!.I. Jk: Those are the facts . 

Mh. D. v; • . !.sELL: I agree. 

H.M.JR: 1 bose are the facts of life . The fact s 
of life , bees , flowers and jobs . 

Mit. D.l . • HELL : I was a little afraid of that stat e­
ment in yout• I'el ationship with treorge. I think you are 
skating on thin ice . 

J.U,. . BLOUGH: George said not one word at the meetine 
yesterday. Vandenberg joshed me ahead of time and said 
that thi s was part of the \1allace business. I v.as very 
serious ~i th him t hat there was no connection, so he kept 
still in the meeting, and nobody else raised the issue , 
so we were all right. Hut thet'e 11as a good deal of under­
current i n various convers ht ions, and every once in a while 
the \\Ord "\~allace" would come up . 

H.M.JR: It's bitter, and I 1·.ant to keep Ur . Dought en 
as a friend. 

MR. PEHLE : You are going to need him. 

MR. GASTON : I thi nk this Kitchin case is not a matter 
of preserving any fences of his . It 's an old loyalty. ne 
feels obligated t o take care of Claude Kitchin ' s people . 

MRS. KLOTl : He says so. 
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II . L< . JR: All right. 

1!1t. BLOUGH : That ' s all. 

Ml< . r,AJ{BLE : There is nothing we can ' t discuss at 
noon . 

H.l.\ .Jil: Jilr s . /.lorgenthau said she had a very satis­
factory lunch with you . ::>he didn ' t tell me Vlhat har pened . 
That ' s all she said . Geo r·e e? 

bU\. iiAAS : I have nothing . 

(The ::>ecretary holds a telephone conversation with 
Mr. Dought on . } - -
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H~'Jr : 

D: 

~~Jr : 

""llo . 

All rl.gh t . 

Bob . 

All r iGht , Henry. 

I f you ~:ould send 

::n1s - - :-l-1-l-1-~ . 

JL>nUBr"J 31 , 1945 
1:>:;5 a .. 

is 1 t ~lill~> or ::neos Y.1 ~cl-' n ? 

··ell , 1f you'd • ek hl:n to co-::e ov"r to se" r.1e 1,- o~t 
t:1ree :) 1 clock t~o:>rrow , I 1 C. •.. . 

: ~:ould like ~o see i:!.m a·Jo~ t : -:re~ o ' clock 
~o:norrow. 

T~e t' e ~1ne . I juet dirt~t"d a letter to you Just 
now in answer to vou ·message yo~ sent lett·r 
you sent ~e by hnnd . 

Yes. 

And t32t was o~~t it ' s not necessarily a JudG~shin 
in t :-:e BQard of Tax A '""l s , but an:· "hin:., thP t 1 e 
c:>~men s~rP te ~~~ th hi c c'..iallfica tio:u E1 nd ex:)eri,.nce. 
~e • s bee;. t~e~ $ A lo~~ ·ti~e . · 

AnC. : •11 tell y u ·~h· t .:-ud"'e H?in., s , f r o:-c t~~w -·'e 
C.lnr lct of "orth Carolina';' told :ne. 

Yeah. 

~e said he a~~esrod in h's court freruently ~nd 
i m-oortrn t 1 1 tiga tlons -- Pn<l he s2ye he ' e equal to 
any e ·t~rney that the cor-oorati ons can e:n~loy . He 
says , ''H e holds his own most succ essfully 1n my OIJurt 
and is t!lo full e•'Ufll of !l ny COI'?ora t 1on la "'Y '!r t hll t 
aopears in :ny coart . " 

~ell , any friend or y~urs ls a f r iend of m~~~ . Bob. 
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·:P.ll , he 's t ,e one -- ~·o~ see , c~~ ~de K1te"'l n , 
::=»u jtr.ow, was c~e.1r;na :1! :~~ :-:p·;s qrt<l ·:.-.:" a 
Com'!' i ttee hPr~ dur:,,_ :":e \~orld ·~ar ::o . 1. 

v 0 _ l?ar:. . 

'.ia e her- w'len I caor.P to Congress . 

':/el l , he wa s a gr.•nt Clan . 

A ~reat man -- ·n~ t'lis ls hi s son . 

And t:1e son .l.s 11! ~t'd after :'llS l:Othor ' s fnrdly . 
':.!e -n,:p .. .,..t a dtLl , -:er of or.e of tha t~?echere 
a t •··ak" ?orr~>st Colle,::e . 

Y~ah . 

And thot ' r "ilere ,,. .._ete t:e ne:oe '!ills . And 
I ~or. very de ply 1nt~rested 1n him. "!P 1 B a 
ver;~ fi ne f ellow, rnd anything :nu can do H1l' 
be gr~c> tl;r aoorecis te and I t hank yo' for calli r g 
ne . 

·.~el l , you a elt him t"> come over tomorrow. 

;;.· o:.~t \•lh!lt tlme? 

A~o~t t .r~>~ o ' clock . 

I t:'111'1.< you . :r! can -- : ' ".1 :; .. t lr: :ouc·: wl th 
c im before t h"t tl-e . 

~Cank you . 

~na"lk you very much. 

3ye . 

Good bye . 

• 
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That 's the way he put i t . lt is his father .'---­
came here as a young man from North ~arolina , 
father was nice t o him. 

t.U\ . rrASTON : Yes. 

Mit. 1.).1.1. BELL: Claude Kitchin was on viays and Means 
Commit t ee dul'ing the last war. he was a good chairman . 

iL \! •• J ll: He can ce.ll him up and t ell him, "You go over 
and see Llorgenthau . " I am jus t building fences f or you. 
You do the scientific Mrk anc 1 do the rough r.ork . 

:.;((. BLOUGH: build it well , Mr . Secret-ary , we need it . 
(Laughter) 

ll'ih . HAAS: I haven ' t anything. 

Uk. GLASSEk: At this meeting at eleven - thirty are 
we going t o take up the question of the French exchange rate? 

l! . t.\ . Jk: I don't knov. , but by t he time I get through 
~ith t his varmint side of me, I don't know if there i s 
any time left , but I am going to stop this meeting in a 
few minutes and l am going to get down to t his diary you 
have there . I am good and sore . I don't knov1 where the 
axe is e oing t o drop , so if t here is any time between now 
and eleven- thirt y, Ha rry White says thi s morning we have 
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got to do it like this French franc business . I am not 
going to operate like that. 11e Y:ill do this 1-rench Lend­
Lease first. 

!tit. GLASSEit: One of the points is that if 1\e want the 
French to do something about the franc , it mieht be involved 
in this discussion . 

H.~.l.JR : You are going to have at least a half-hour 
l' i th me, but I want to get the other thint: first . Joe , 
you look very peaceful this mornine . 

!.'Jt. Dui:JOI :; : I have nothi ng . 

tl . t.! . Jk: You 81'e all right. 

MR . DuBOIS : O. K. 

!.II!. r'J.HLE: Genera! Hudenko' s man Kaoensky ca:ne in 
yesterday ft!ld wanted to kno1; ho\\ v.e were eelting along 
on t he refinery thing . I said you were pressing Charlie 
Krug v.ithout any t'esults so f ar, that "e Mre pushint; ahead , 
but lie nould let the General know. He said they cabled 
1!oscolt an<! told them thi s thing was getting 110rse and 
worse . It may be at some point in the Three -Power Conference 
there will be a cabl e come"back here . 

H.c •.• JI\: You said Cox put up a good case yesterday? 

MR . Pl::HLE : He put up a good case for seein[; t hat the 
domestic refinery progra:n comes first. l•'Y objection i s 
that it is none of FEA' s business . 7hey ought to push 
for the hi~hest pr iority they can get . 

H. !.!. Jk: He said the trouble was the refineries over 
there , and they are not building them very fast . 

L!R. PJ::HLE : They are building fas ter than they were , 
and the l\Ussians say Stalin himself knows about this . 

H.M. Jk : Have you seen ~ox? 
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lilt . Plii!LE : I am seeing him today , 

H.!.l . Jh : Seewhat you can l et . I may ask the General 
to come down and see me and then let Cox come ove r here 
and explain it in f ront of me to the General , why he 
can ' t do it. 

!Ah, PhHLE : Shall I ask t..ox i f he is ready to do that? 

H.M, J R: Sure , tell him l am goine to have him come 
over here . Crowley said he would do it jus t like that , 
and I will ijay that I •·;ant him to come over here and tell 
the liussian General, in my presence , why they can ' t do it . 

lAh. PEHLE : That is a good idea . 

H.L!. Jh: 
co:nmission . 

DuBois is going t o pay fi ve dollars for a 

l.!ft. PEJiLE: l have nothing else . 

H.!.!. J R: Joe, how are you feeling? 

Mit. 0 ' CONNELL : l fee l pretty good , thanks. I have 
n othinr; . 

h .ti . Jk: If you would stay behind a minute , \',ill you? 

Mit. GASTON : I haven ' t anythin~; . 

H. M. J lt: '~there do we stand now on the AF of L speech? 

Mh. GAMBLE : We have a meet ing at eleven - thirty, 
Mr. Sec retary, 11ith Murray and Houghtaling , and all the 
interested people . Houghteling is the originator of this 
with the Labor Union . 

H.M.JR: See if you can get some thing over so ~r . Gast on 
and I ca.n have a look at it. 

MR. LUXFOrtD : Are you going to speak to Barth about 
your St . Louis speech? 

H.ILJ?.: Yes. 
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TREASURY DEPARTMENT 

INTBB OFFICB COWMUNICATION 

DATB 

v" 
1 4 

January 31, 1945 
to Secretary Morgent hau 

~ J . w. Pehle 

Re : Russian Refineri es Program . 

I talked to Oscar Cox today arter he ler t your office . 
He stated as fol lows : 

1. FEA s t ands 1'1rmly on its position that it will not 
ask for a higher priority ror this equipment . Although 
obviously WPB decides ultimately the question or wnether or 
not a higher priority may begranted in any particular case , 
Oscar feels tnat FEA must i nitially exercise its own judgment 
as to whether a higher pr iority shoula oe r equested and is 

Ostrongl y of the vi ew t hat such a request would not be justified 
in this case . 

2 . I asked Oscar if he ~new that WPB had been considering 
a proposal to take this equi pment away r rom toe Russians alto­
gether . He aami t ted that he had heard of such a proposal . He 
did assure me emphatical ly that under present circumstances 
FEA woul d fight any such proposal . As rar as I ltnow, the 
Russians do ~ know that some consideration has been given 
to taking this equipment away rrom them. 

3 . I tol d Oscar t hat you proposed to have General Rudenko 
come to your office to discuss the matter further and that you 
would like him t o be present to explain the FEA position . He 
said that this was entirely agreeable to him. 

I assume t hat you will arrange to see Rudenko again . 
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Hl~Jr : 

Che rlie 
Shaeffer : 

H14Jr: 

5 : 

t:~'Jr : 

5 : 

H'lJr : 

S: 

!f'Jr : 

S: 

·.r:J r : 

S: 

!f!Jr : 

S: 

HHJr : 

S: 

Hl~Jr : 

5: 

H"Jr : 

Hello . 

!>!r. Secretary. 

Yes . 

January 31 , 1945 
10: 43 ll.'ll. 

The committee understands this l e tter is o lettPr 
tha t you •.irote to J eeee Jones lntroduoi'1g Joldberg , 
Herman Brandt and somP other man and sayin~ to 
Jon~s thn- anything that h" could do for them 
11oulC. be D.?;JreclP. ted by you . 

'•!ell , I !'lever -- I never \·:rote such a l~tt"r in 
:n:' l i fe . 

·~ell , can I tell the Se:ta tor that? 

··:el: , can't you se" th " letter? 

·•o , I haven ' t - - it won ' t be ":>roduced for a,.,ou t 
an hour , I mean th~ t e etl 'llony . 

''ell , I ' m willing to 81,' "11' on a st!'ck of Blblee 
t hat I nev" r wrote such a lP t ter to J~eee JonPs . 

Uh uh. '1lell , may I tell t 11e counsel th~>t ? 

:.!:J.y I t'ell the couneel t hll t ? 

':iai <; a minute. !.,i• ., minute . 3oth ?ehle and 
Joe O' Connell are hPre. 

Yes , sir. 

(Aslde : ·.~a t do you think? ) Pehle and-- they 
say let them produce the letter. 

And I do nothing except observe? 

Well , yeah -- le t ' s see ~he letter. 

Y=s , sir. All ri~h t , s ir . 

I mean, they keep ohang1n~ ~~e thing . First I ' ve 
written this a:an. Now, I ve written it to Jesse 
Jones? 

• 
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Yes, sir. 

Introducing lfho? Give :ne t he names agai'l . 

Jacob Goldberg, Herman Brandt 
and so:np other fellow. 

B-r-a- n- d-t 

Ana t his is a le tter suoooer.d to go from me to --
to Jones? · · 

Yes , sir , introducing the se thr ee men Pnd telli ng 
Jones t hat anythi ng he can do for them 1'ould be 
appr eciated by you . 

':/el l, if you wr nt t? "r.ll!~o so.:o mon~y uo thPr• , 
you could bet any~ody and ive t~e~ odds : never 
wro t e it. 

Al: ri_ht , s ir. They don 't exoect any letter to 
be introduced-- Just t~i e fellow ' s statem~nt th9 t 
Gol dber g said tha t . 

11/ho -- who's go i ng to t estify? 

Gold -- I mean , the encrineer -- the engi neer for 
the Def ense Plants Corporation . 

Is Goldberg ther~? 

I d::m ' t know. The heari ng l'ul sn' t begun yet . 

"lell , let me just trlk wi t h-- (Pause ) --Let's 
walt and see what-- t~ie is an engineer who for­
merly wor£ed f or t he ~efonse Plants? 

Yes , sir. 

iiel l , let ' s see wht~ t he says . 

A1 l right , sir . 

And after all , what he says , by t h<> time the boys 
write a story, you could get an answer in five 
minutes. 

Yes , sir. 

And put out a statern•n t . 

1 b 

• 
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All ri _ht, s1r . 

All right . 

All right . 

Thank you . 

• 

• 
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TREASURY DEPARTMENT 

0 IRTBB OFFICE COWYUKJCATION 

January 31, 1~45 

tO Secretary I1or genthau 

~ J . w. Pehle 

For your information there is attached a copy 

of t he letter which was sent to me , intr oducing 

Messr s . Brandt and Gol dber g. 

0 

• 

-

0 
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FIIDICB LEND-LEASE 

Present : Mr . D. W. Bell 
Mr . \'/hi te 
Mr. Glasser 
!!r . Clayton 
General Hilldring 
Mr. l{i tchell 
Mr. Collado 
Mr . Cox 
Mr. Davidson 
lolr . Hannagan 
Mr . McCloy 
Mrs . Klotz 

January ~1, 1945 
11:00 a .m. 

H.M.JR: Harry, are you through with Wallace? 

MR. WliiTE: We will have a statement for him by one. 

H.l'. JR: This is very important . Have you seen the 
Tid tty story'/ 

MR. WHITE : I read it t nis morning. He certainly 
got the facta , but I don ' t think he treated the Treasury 
too badly. 

H.M. JR: He came in here ostensibly for another reason; 
he wanted to write a st ory on- -you know. He said he under­
stood that you and I threw a monkeywrench in this business. 

MR. \'1RITE : That is the story he gave me over the 
phone, and he said he was going to aee you. 

H.M. JR: He did, and I don't care m¥&elf. Let me 
just see this thing. I can amell that something isn 't 
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right somewhere . I told Clayton this morning that I am 
not going to do any more until I know the facts . 

MR. WHITE: You don't think you can find out from 
Twitty where he got it? 

" . 
' 

H.M. JR: I asked him if it came from American sources 
or French. He said, "I am not even going to hint to you 
where I got it. 

Let me see, (reeding memorandum f rom Mr. Glasser, 
dated January ~. 1945), "():) July 6, 1944, State and FE! 
submitted a memorandum t o the President outlining a 
lend-lease program for the French. 

"This memorandum was not approved by the President. 
The French had a copy and claimed that the President had 
read the memorandum with approval to DeGeulle and wanted 
to negotiate on it. Mr. D. \', . Bell inquired at the White 
House and discovered that the President had not approved 
it, had not discussed it Vlith DsGaulle, and indicated 
that be did not wan t the lend- lease negotiated on t he 
memorandum." 

Vias Bell in on this? 

l.!R. 1',1UTE: V1bile you were up to Bretton Woods . 

MR. GLASSER: Bell handled that when you were at 
Bretton Woods. 

H.M.JR: He had better sit in on this, hadn' t he? 

MR. WHITE: I don't know wnat you want from him . 
Get him in if you are in a~ doubt . 

MR. GLASSER: He knows a lot of the facts in that 
period. He worked on all the details . 

H.J.£. JR: Is this the onl)' copy you have? 
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MR. WHITE: I have a oopy. Let me get my copy. I 
will be back . 

"~2 , . 

(Mr. White leaves the conference temporarily. ) 

H.~. JR: "On July 15, State, Treasury, and FEA sent a 
revised memorandum to the President which the President 
approved on July 18." 

MR. GLASSER: Yea, 

H.M. JR: Is that the one that came up to Bretton 
'Noods? 

MR. GLASSER: No. 

H.lo!. JR: Which is Exhibit B? 

MR. GLASSER: Here (indicating) is the cover ing letter. 

MR. WHITE: What was this thing, the 15th? 

MR. GLASSER: What are the terms? If you will look 
on this chart you can see the terms of all of them prepared 
vecy simply. Now, t his is the 15th, civilian supplies 
and cash, industrial supplies and Lend-Lease credit, and • 
long term cash. The important thing is the end of hostilities 
in Europe. 

H.M. JR: But there is no date down here. 

MR . GLASSER: This is what was discussed yesterday 
or day before yesterday in your office, the present pro­
posal. 

H.lo!.JR: I see. Is this your work? 

MR. GLASSER: Yes. 

H, ll. JR: It is vecy good. When was it approved by 
the President, the 15th of July? 1Nby didn 1 t he go 
ahead? 
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MR. GLASSER: The French refused to discuss those 
terms and said they wanted to wait until after we had the 
agreement on the de facto government. They didn' t like 
the terms, and didn' t want to discuss them. They waited 
until Uonnet got back, and when he got back, he began 
working with Oscar Cox and Dean Acheson. Every proposal 
they made went beyond the President's agreed memo, and that 
is why they have never had a Lend-Lease agreement. 1ney 
were never satisfied with what the President had approved. 

H.Y. JR: What about the memo to the President of 
~ptember 11? 

MR. GLASSER : That is the one that went to ~ebec . 

(The Secretary holds a telephone conversation with 
Mr . McCloy, as follows: ) 
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HliJr: 

John 
~lcCloy : 

U"1J r : 

1{'.lJ r : 

>I • ... 

Hello . 

J anuar y 31 , 1945 
11 :13 a . :!l . 

Could I bri ng Hllldring with ~e? 

Sure . 

·okay. 

s ·,,ell . 

All ri~ht . 

,. 4 

• 
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llR. GLASSER: That is the one that went to Quebeo, 
and the President turned it over to you. 

(llr. D. W. Bell enters the conference . ) 

H.M.JR: Vfuat happened next after September 11? 

MR. GLASSER: You sat on it from September 11 unti l 
January 1. Around January 1 they began getting up a new 
draft, and t he fi rst draft came to us on January 13. 
That is about two weeks ago . ibat is when the di scussions 
began over again . It went to Cabinet, you know, t he day 
of the Cabinet meeting. 

H.U. JR: Friday, a weeK ago, it went to Cabinet . 

MR. GLASSER: What is the date? 

H.M.JR: It must have been the 12th. 

Lffi . GLASSER: The 12th? No, we heard of it then before; 
i t must have been a week after. 

H.M. JR: The 19th. It was on the 19th. 

MR. GLASSER: They began working around January 1. 

H.M. JR: It di dn ' t come up in Cabinet unti l January 19. 

KR. GLASSER: But this bad been discussed wi t h State, 
FEl, and Treasury around January 13. "On January 13, Grew 
wrote to Secretary Morgenthau sayin~ that the l end- lease 
matter discussed at Quebec was dead. Now, t hat wa s on 
January 5--they brought us into the discussions on 
January 13. He wrote t nat lett er and said--

H.M.JR: Now let me just get this thing. It is more 
interesting to me. "On January 5, State cir culated a new 
draft of a lend-l ease proposal which was similar to the 
proposal of the previous September. This proposal •a• 
discussed at a meeting in Mr . Clayton 's offi ce on January 6, 
at which tiae it was suggested by Cox and agreed to by 
Cla,ton that exploration should be giv~ to a master 
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l end-lease agreement of the British-Russian type and 
that the previous form of agreement be dropped." 

Now, in talking to me this morning Clayton said 
White was there and raised no objection to that and didn't 
suggest at that meeting that they should pay cash--the 
cash thing should be settled before--

:MR. ','/HITK: I was where? 

MR. GLASSER: Mr. Vlhi te said he would take it back 
to the Treasury and would discuss it. 

H.M. JR: But raised no ob jection? 

UR . GLASSER : The question there was whether there 
should be a master Lend-Lease agreement of the British­
Russian type or the type we have been considering for the 
previous six months. 

( ) .MR. \VHITE: Are you talking about something at which 
I was present? Let me speak for ~self. You mean the 
meeting called a week ago Saturday, the day after you 

0 

had seen MOnnet, and you said--

H.K.JR: This goes back to Januar,y 5 • 

.MR. GLASSER : You r emember, after we had the meeting 
in Grew' s office then we went to Clayton's office and 
~~lked about Lend-Lease . 

(The Secretary holds a telephone conversation wi th 
Mr. Clayton, as follows : ) 
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H"Jr: 

O:')erator: 

HI·IJr : 

Will 
Clayton : 

!U!J r : 

C: 

H'~Jr : 

C: 

H!~Jr : 

C: 

'fl~Jr : 

C: 

Hl!J r : 

C: 

HHJr: 

C: 

P.l!Jr: 

C: 

Hello. 

T'nere Y'U ar .. . 

Yes . Yes , ·.~ill. 

J~nuary '1 , 1945 
1.1 : 16 ll . 'll . 

Henry , we ' ve Just hod a full discussion in e 
staff meetinc abou t this ne~:spa,er article . 

Yeah. 

:~e felt t hnt we oul""lt to r.-!.ve out so11e kir.d of 
a statement. Here's a ver·• short or.o ~<''lich I . ... 

''ell , not~ , ·.n11 , there ' s no use unless 
to have any part of it-- hello? 

Yes . 

if I' m 

Until I'v e "led s chance to go lr.to t~1e thlng 
ar.d find out ~there I ' :n at-- I ' d like to know 
all tho; facts t~hioh I-- I ' m re'Oeatlng , I don ' t 
t hink I ' ve been told. 

Ye s . •:Jell 

tlow . ..• 

··:e 're goint to ~Pt at that , but t'lis is so sim,le 
and I think :1ou 11 agree that thl s is the wise 
thing to do . There ' s goi~~ to be-- I "e~n t'ley 'ro 
goln_ to ~e ought to give i t out . These t'lings 
ought to be met 'Orom?tly , I think . 

\~ell .... 

And I think you ' ll agree that this eo'llething tha. t 
ought to be done . 

Al l right , let ' s hear it . 

Now , this i s wh~t I've p repared for the Secretary 
for l~r . Grew t o use in hie pres s conf er ence . 

Yes. 

Sut he 's not going to have one at twetve o ' clock 
as he usually dots, ~ut we thought we d give this 
t o t he :9r e ss as it is. I think you ' ll like it. 
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"~isc~ss1ons are oroceed1ng satisfac~~r1ly 
concerning a French Lend-:ease e;ree~ent . 
~e feel t~Pt t hese discussions are nearing 
a conclusi on so that definite ~ro0osals may 
be presented t~ the French soon . The procure­
ment and shipment of civil i an supolles for 
France has not in any way been delayed by these 
discussi ons . 'lie are satisfied t ha t there has 
been no obstruction to the shipoi ng arrangements 
worked out in the r ecent Hook1ns-Law 
convPrsa tion s . •:;a bell eve the t the aGr<>od 
allocation of ships for the lifting of Fr~nch 
civilian SU'O'l1es ·urir.t; Janua~y, F.,·,ruery nnd 
·~arch 1s beinz, 9r'l~ •..;111 be carried out. ( 3) 
Conferonces among U. S. Government ~e~art~~nts 
during t~· oeet few deye hava ~ce excel'en t 
~ro:re~s o~ t~e ~rojosol to ~~~ge !~to one 
French •:a ti onal I--,ort ?ro;:;r am all -,. tt<>re 
relatine to the -:>rJc•JrPrn~nt , ehip'llent and dis­
tribution of Fri'noh civilian su>Joliee . " ThP-t ' e 
all it is . I thin~ tha~ ls something that is 
s111pl!' and is direct and •::e could s lve it ou t 
at once. And I told McDermott , our press .man, . 
to ge t ln touch Ni th fiarry Nh1 te and Oec~>r Cox 
bPfcre giving it out , bu t I thoucht I our·lit to 
read 1 t to you bl'Osuee I fel t l t ~1ould meet \•11 th 
your approval . 

':iell , ·:::·.ite ' e hl'rt' in my o-'f1ce no~1 . 

Uh huh. 

'::ox t11ll :~e h r,. in ten ::1ln:~tes and so \{111 
:(c(;loy r>!'d HiHdrlng . 

Oh , ·•cCloy ant'! Hilldri n<; are co!;l~ng? 

So why can ' t you wait ten minutes and r ead lt to 
all of them a 11 one time . 

Sure , I'll call him back at once and tell him 
we ' l l do that . 

8 

And then we'l l do that as a first order of business 
and inasmuch as you're br inging in the War Depart­
ment , I think you ' d like them to see how they feel 
about it . 

• 
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··ell , 1~e t~>lked "'lth t"" './er )e">ar:-ent a'out lt . 
I dldn ' t myeelf , '·ut our -:>eO";ll~> l".~r- dld r.nd they 
feel very stronclY thr:; they ought t~ Give out eome­
thing ssyint thrt ther~> ' s nothinG to this ~tory 
th~t tl:ey'v~ t.o'•en th~ s"llps End that ' s ~nt1rPly 
all rl:ht wit~ us. 

E:ver:rbody invol VPd will be here in tP.n mlnu tP s . 

Fine . !"1ne. 

If! 

: ' 1' hold ::1\c up untll ··1e meet . 

I thP.nE. you. 

Tr.ank you . 
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H.K. JR: Let me just go back to the part that goes 
before September 15. I have got that prett,y clear, but 
the January 5 item, number six--Harry, what Clayton implied 
over the phone this morning was t hat you said in his office 
when this discussion was being carried on that while you 
said you didn't agree to this thing.-you would have to t alk 
it over--you raised no objeotion. And I asked him it at 
that time you raised the question that we should have the 
gold discussion prior to the master agreement, and he said 
no. 

UR. WHITE: I just don't remember. If he remembers, 
then he is right, but suffice to say I know I didn ' t agree 
with anything. 

H.Y. JR: What I t r ied to get--I didn 't mean to interrupt 
you. Are you through? 

MR. WHITE: I am sure 1 didn' t approve. 

H.M.JR: The point I waa trying to make wa s you sat 
there and didn' t agree , but on the other hand, you didn't 
raise any objection. 

UR. WHI.TE: It doesn' t sound like me not to raise any 
objection about the gold, because that is the way I felt 
right along. You know as early as the time we discussed 
this, on t he plane going over to England--the suggestion 
was mine that we ought not agree because of the gold hold­
ings . I didn' t change rq mind at any time. ilthough I 
don't remember the specific details of that meeting--! 
will have to think over and try to remember what was said-­
it doesn' t sound reasonable that I would not raise it or 
agree to anything to preclude it . 

MR. GLASSER: I was pr e_sent there . I remember the 
meeting very well. 

WR. BELL: He said you did not agree to the proposal. 
Isn't that it? 

WR. GLASSER: However, the ouestion of gold was not 
discussed because we didn't discuss the program. The 
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discussion was in terms of the type of agreement, and this was a discussion of what we are doing for the British and Russians, and whether we can have that type of agreement rather than the other type . '--
MR. WHITE : Here is the thing that is bothering me. In this story, you see, and in the conversation I had yesterday with Clay~on--they evidently tol d the French that they would not have signed on the 23rd of January. See? That was true , and that is the story. Now, we never knew that until yesterday, and the other thing which I learned yesterday was that the reason Monnet wanted to fly ,on t hat week end was because he wanted to fly with Hopkins . Evidently he and Hopkins were goi n$ to take this thing and present it as a Christmas present to General DeGaulle, see. 

H.M. JR : No, what I am trying to get at is, l.lonnet did want to go. It was last week end, wasn ' t it, or this past week end? 

1ffi. WHITE : He wanted to go last Sunday, We told him to wait until Monday or 'fuesday, and it is now Wednesday. 
H.M. JR: That doesn't quite check, but Clayton told me Hopkins and he were going to fly together. Now, I didn't know that as of last Tuesday, the Tuesday following the Cabinet meeting when the President first approved it, that there was to be a master agreement signed. Did you know that? 

MR. WHITE: No. The discussion of the 5th, which you will recall was the wisdom of having the master Lend-Lease agreement like the French a.nd British--I said we would talk it over in the Treasury. The very next occasion was the specific proposal which--

llR. GLASSER: Excuse me . On January 18 you wrote a letter to Stettinius; the day before the Cabinet meeting you wrote a letter to the Secretary sayinP that the master Lend-Lease agreement should be given to t~e French, but that the gold holdings should be the criteria . 
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UR. WHITE: That was because a day or two previous 
to that they were calling up and putting on pressure , 
and asking if we agreed with Lend-Lease . That was the 
loth or 17th, tho se three days prior to that, you remember. 

H.M.JR: At Cabinet Crowley tried to ~et me to sign 
something. I said I had never seen that ; 1t came from 
Oscar Cox. 

MR. WHITE: Prior to that they were puttin~ pressure 
on, and it was then we drafted a letter saying 1t was all 
right to sign an agreement saying there were discussions 
of their dollar and gold position. 

YR. BELL: You contended at that Cabinet meeting that 
what was in that statement had been discussed . 

H.U.JR: Just one second. Did I write on the 18th, 
bringing up the gold business? 

MR. WHITE: Yes. 

ij.M.JR: What did I write on the 23rd for? 

MR. W1IITE: Their answer was not wholly clear. It 
looked as though they were going ahead to si~ the agree­
ment and then there were going to be discusS1ons on the 
gol d. On the 23rd we lfrote a letter making it more specific 
that we wanted to have an understanding of the gold before 
the master Lend-Lease agreement was signed. 

H.ll. JR: Which was the memo, the one of the 18th, or 
the 23rd, that you put a little pink slip on saying, ·"lihtn 
the French stt this they are going to have kittens all 
over the place?• 

YR. WHITE: The 23rd. 

H.1l.JR:_ That was the 23rd. 

W . WHITE : illat was right, and that is the one you 
said, •Am I not retreating from the position?" 
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H.J.f.JR: Yes, but did I on the 18th say that the gold 
should come first? 

llR. WHITE: No, it didn't say first, but it didn ' t 
say not first, either; it CO¥ld be interpreted both ways. 
They might have misinterpreted it, and that is why we 
rnade it clear on the 23rd. I will get the letter of the 
18th. That is important because I don't think--

H.M. JR: I will have my office get it • 

.IIR. WHITE: That is a letter to Stettinius on the 
18th. 

(Secretary holds a telephone conversation with Miss 
Chauncey.) 

llR •. WHITE : We had couched the wording of the 18th 
very carefully to avoid State's and FEA's charge that the 
French would know that we wanted their balances down to a 
given level before we would do anything, so we couched it 
in such a way that the conversations could go along simul­
taneously, but we never had any intent to agree to the 
master Lend-Lease agreement until there was agreement 
as to amount and as to what position we should shoot at. 

H.U. JR: Does t hi s say anything about the proposal 
of the gold coming first? (Handa J.fr. White btter 
to Secretary stettiniua, dated January 1~ 1945. ) -H're is the point I want to make . At Cabinet when I 
wouldn t sign that thing, I made my statement and said I 
thought we ought to bring up the gold thing first , which 
was agreed on at Cabinet. 

Now, it looks to me1 having done that on the 19th, 
which was. a Friday--somebody promised the French a master 
agreement the following Tuesday in the face of my statement. 

MR. WHITE: That la quite possible. I think they have 
been promising that French Lend-Lease agreement every week 
for two months. That is the way Wonnet has acted, as though 
he had it in the bag. 
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MR. BELL : He wasn' t away. 

,...~ ' . 

MR. WHITE : The reason they were particularly sore at 
~sand put pressure on us was they didn't get our acquiescence , 

(Ulss Chauncey enters the conference temporarily. ) 

MR. WHI TE: On the 18th--

H.M. JR : Did I say anything about t he gold on the 18th? 

MR. WHI TE : In the letter of the 18th t here was a 
definite statement that the factor s in the general considera­
tion should be their gold and dollar balance. 

H.M. JR: Why did I have to write on the 23rd again? 

JJR. GLASSER: In b etween the State Department sent us 
a draft of a master Lend-Lease agreement. It was sent 
by Mr . Ferguson or someone down the line there . It wasn't 
an offioial top letter . We replied on the 23rd to make it 
clear what we wanted was to f irst decide on the program 

· and then sign a master Lend-Lease agreement . 

MR. ~TE: I think you have to read that letter of 
the 18th, because what seems to be troubling you is you 
made a commitment in your l~tter that you changed your 
mind on the 23rd, and I don t t hink that is so. I f you 
will read the lett er of ·the 18th careful ly, I think you 
will find it . 

H.M. JR: (Reads letter of the 18th to Secretary 
Stettinius . ) That is correct. 

lm. WHITE: That is the first time we gave them the 
statement -- the position we had up to then was, "We have 
to decide the gold matter first .• We thou~t because o! 
that letter they woul~ call a meeting to d1scuss gold and 
dollar balances;instead of calling the meeti~~· they gave 
us the master Lend-Lease agreement to sign. we then sent 
the letter of the 23rd to give them a clear indication we 
wanted to discuss t he other fir st . 
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H.~JR: Clayton came back and agreed with what I 
said on the 18th. 

JAR. GLASSER: Yes. 

H.M. JR: I have his letter here . 

MR. WHITE: He agreed with what you said on the 23rd. 

H.M.JR: No, on the 22nd. 

C:i.S 

MR. WHITE: It ~tas Grew' s letter that agreed with what 
you said. on the 18th. That is right, but there he then 
interpreted their agreement as meaning-- there had been some 
fast work--they would take gold and dollar balances into 
consideration, but later- -that is why we wrote on the 23rd . 

H.M.JR: I see; I have it straight now. 

(Mr. Cox, Mr. Davidson, Mr . Hannagan, Mr. Clayton, 
Mr. Mitchell, and Mr. Collado enter the conference.) 

H.M.JR: Mr. McCloy and General Hilldring are on their 
way over. Do you want to wait until they come? They want 
to do something, too . 

UR. CLAYTON: I am sure this would be satisfactory to 
them, because we have talked--Wr. Mitchell talked with Mr. 
MCCloy this morning, and he was disturbed by the statement 
in the Har&ld-Tribune to the effect that the Jrmy had taken 
some o! the ships away !rom the French program, and they 
wanted to put out a statement on the subject themselv~e. 
I prepa.red this little memo that I read to 10u on the phone. 

H.M. JR: I think we might wait a minute. I know he 
is coming because he phoned me at eleven-fifteen. He asked 
if it was all right to bring Hilldring. 

\'lhile we are waiting, may I take up one thing which 
has been bothering me since yesterday? You told me that 
the French were informed the Tuesday following the Cabinet 
meeting on the 19th that they were going to be handed a 
master agreement. 
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MR. CLAYTON: I told you we had informed t hem that? 

H.ll. JR : Yes . 

MR. CLAY~N: There must be some misunderstanding, 
because I don t recall I in.formed them t o the t effect. It 
wasn't officially done. It might be that in talki ng wi th 
Monnet we might have told him we were considering a master 
agreement, because, Mr. Secretary, we could hardly have 
done that in vie1v of t he feet that at our meeting in the 
Department on the 6th of January, which wa s attended by 
Mr . White and Ur . Cox, it was agreed that while Mr. Cox 
said he thou~ht that t he situation had changed to the point 
where we could consider making a master agreement wi th the 
French--and Mr . White expre ssed the opinion that that was 
probably correct, but he wished to consider it further and 
discuss it wi th you--we certai nly had not reached any agree­
ment interdepartmentally that a master agreement would be 
submitted to the French. 

H.M. JR: Somebody told me yesterday; that I am sure 
of. Did I talk wi th you? 

MR. COX: No. 

H.&. JR: Somebody told me that t he French were told 
as of Tuesday that they were to have had a mas ter agreement. 
Didn 't you tell me that Monnet was going to fly back with 
Harry Hopkins? 

MR. CLAYTON: Yes. I told you I had discussed the 
matter with Harry Hopkins and he was wondering whether 
~onnet would get through promptly. I said he.vrobably 
would be througtl in a few days, but I don ' t th1nk I said 
I had told the French we were going to give the French a 
master agreement. 

MR. OOX: Mr. Secretacy, I don' t know what was told 
the Frenoh because I didn't tell them, but after t he January 
6 meeting as a matter of history it was perfectl7 clear 
that Harry was to come back and oheok with you, and Will 
and I both understood that. But after the Cabinet meeting 
I understood from both Ur . Crowley and Ed Stettlnius--they 
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reported to me that they thought it was all right to go ahead 
with the agreement and then start this other procedure 
afterwards, but that was internal, U. S. Government . 

Now, what, if a~hing,was told the French, I don' t know. 

H.M. JR: ~y I review it as I remember it? Let me 
go through the thing. If I don ' t give it correctlY, after 
I am through you (Jhite) and Glasser check me , but let me 
run through it as I understand it . 

~here I 9ame into the picture for the first time was 
on the--I don t mean literally--but it was on the 18th 
when I wrote Mr. Secretar,y of State a letter, and I would 
just like to very briefly take a minute--thi s was the day 
before Cabinet when I said, "Dear Ed : ibis is in reply to 
the letter of January 13 from the Acting Secreta~ of State 
confirming that the French Lend-Lease document which was 
before the President at ~ebe~ has been superseded and 
stating that your Department awaits the Treasury ' s views 
on the appropriate type of Lend-Lease program for France . 

"It is the Treasury ' s view that Lend-Lease for France, 
both in munitions and in non-munitions generally should 
rest on the same principles as Lend-Lease for Great Britain. 
In working out the non-munitions program for the French the 
criterion of the amount of aid to be rendered sbould be the 
status, actual and propective, of their gold and dollar 
balances. The United States should determine the extent to 
which we deem it appropriate that the French should use their 
gold and dollar exchange resources in meeting their non­
munitions requirements and Lend-Lease aid should be pro­
grammed accordingly. 

"Naturallr it should be understood that any Lend-Lease 
program for the French worked out in advance at this time 
will not constitute a firm commitment but that actual delivery 
will be subject to the changing demands of strategy, to 
supply and t ransport considerations and the usual considera­
tions of procurement and allocation. " 

(General Hilldring and Mr. McCloy enter the conference . ) 

Regraded Unclassified



·. 
' 

( 

0 

0 

H.M. JR: 
publicity. 

,...8 
c ' 

- 15 -

I will give Mr . Clayton a chance to clear his 

1m. CLAYTON: As I told you, A~. Monnet called me early 
this morning and was very much disturbed about this article 
in the newspapers and was wondering whether some release 
shouldn' t be made on the subject by the State Department or 
by him. Immeaiately I rve him ~ reaction to the thing, 
which was that I though the tfte principal objective to be 
attained was for him to make some statement for the French 
public opinion, because he was fearful that this newspaper 
article would be published in France and it would give a 
good deal of concern to a good many people, so I am just 
suggesting that he might have a press conference or give 
out a short release to t he effect that discussions were 
proceeding on the Lend-Lease agreement and that he felt a 
satisfactory agreement would be arri ved at within a reason­
able time, that so far as the a~eement on the ships was 
concerned, which provides the s1x ships in January, ten in 
February, and ten in !.~rch--tha t so far as he knew there 
had been no change whatever in that program, and so far as 
the arrangement of consolidation of the French civilian re­
quirements into one French importing program was concerned, 
that he understood that discussi ons were taki~ place between 
the different departments concerned in '.Vashin~on and that 
progress was being made, and he felt optimist1c on that, ' 
or words to that effect . 

He said it sounded all right to him and he would do _ _, 
that . '-* 

Later in a staff meeting at the State Department there 
was a considerable amount of concern expressed about these• 
newspaper art icles, and it was felt that the state Department 
should make some kind of release on the sub ject . ~d Ed had 
prepared, just prior to this meeting, a little short memo 
which I wanted to give to the Acting Secretary, Mr. Grew, 
for use in his press conference, which was to be held at 
twelve o' clock, in case the question should arise, which I 
was sure it would. It was later decided that he would 
not bold the pre ss conference, but what we should do, with 
your approval and that of FEA and the Jr~. would be to 
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~ive out a very snort statement on the subject, so here 
1s the statement t hat we prepared. "1. Discussions are 
proceeding satisfactorily concer~ing a_ French lend-~ease 
agreement . We feel that these discuss1ons are near1ng a 
conclusion, so definite proposals may be presented to the 
French soon . The procurement and shipment of civilian 
supplies for France has not in any way been delayed by 
these discussions. 

"2. ~e are satisfied that there has been no obstruc­
tion to the shippi.'l~ .arrangeJLtl. ~' ••orked out in the recent 
Hoikine- Law conversations . ~e believe that the agreed 
al ocation of ships to the lifting of French Civilian 
a~iiliea dur~ng January, February, and March is being and 
w1 be carr1ed out . 

•3. Conferences among U. S. Government departments 
during the past few days have made excellent progress on 
the proposal to merge into one French national import 

CJ program all matters relating to procurement, shipment, 
and distribution of French civilian supplies . " 

MR. McCLOY : On that I think that a atat~nerit is 
desirable . I think that, of course, not the War Department, 
particularly, since the suggestion that the military were 
bucking that Law- Hopkins affair, because they are not--
we put our hand on that, and not only did we afprove it, 
but it would be very disloyal of us if we didn t apFrove it 
·to go ahead wi t.n what we aid. There is an element 1n that 
agreement, as you remember, that says that if military 
necessity intervenes--and that entire presentation of 
military necessity is not a mere monetary priority, but an 
intervening military event of such importance that you 
would have to modify it--your language there doesn't have 
any qualification in on it1 I t nink. I don't know whether 
it ie desirable to put such a qualification in it. 

MR. COX: That is true as to allocations of shipping, 
isn 't it? 
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H.M. JR: No. May I say this : After all the dis­
cussion of Lend-Lease took place-- this was on the 19th-­
and it was settled what was to be done, Mr. Stimson spoke 
up and said, "I want it understood that nothing can go 
into France unless the Commanding General in the area 
approves it." 

The President said, "Yea." I don't kno" whether he 
reported that. 

KR. McCLOY: I don' t know whether he said that . 
That was at a Cabinet meeting? 

H.M.JR: it which it was agreed whet should go forward 
with the French on a Lend-Lease agreement, and that was the 
first time it ever was agreed, and that was on the 19th, 
but Mr. Stimson put in that legal term, caveat . Is that 
correct? · 

UR. McCLOY: Caveat? Very good, yes . 

H.M. JR: Thank you. 

!nd the President nodded his head, so I am just-­

KR. CLAY1'0N : Of course, J.lr . Secretary, as to that, 
not only would we have to run that gauntlet , but it is 
well understood by t he French tna t all their requir11111ente 
for supplies, and eo forth, are subject to the usual 
procedures here of allocation and priority, and they have 
to run the gauntlet of the ~ar Production Board, and eo 
f orth. That is well understood by the French. 

H.M. JR: Excuse me. This was something quite new 
that ~. Stimson wa s talking about, unloading at the 
porte the trucks and all that. He said he didn ' t feel 
that with the war going on the way it was any agreement 
should be entered into unleea it wa s agreeable to the 
Commanding General of the theater. 

MR. McCLOY: They don ' t actually ship unleae the 
theater commander eaye there is a berth warrant to come 
into. , 

• 
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MR. CLAYTON: The point l.tr . McCloy makes about the 
escape clause as to the ships is 1vell taken, and I don 't 
much believe it i s necessary to go into detail as to 
that, but we might say we believe that the agreement 
which has been made as to the allocation of ships will be 
carried out . 

MR. !t.cCLOY : That ' s all right . 

1ffi . CLAYTON: That agreement carried that clause, and 
we just make that little alteration, and that covers it. 

J 

MR. McCLOY : That is 11ll right as far as I am concerned. 

There i s another point I want to talk on, the publicity 
of the matter of the separate French program; there have 
been some developments on that overnight. Yesterday we 
had a bi g meeting in the War Department with Judge Patterson's 
office where l7e discussed that whole affair, and we came 
to the general conclusion there that we were disposed t o 
favor a separate program for the French subject to several 
considerat1ons , one being that insofar a5 actual operational 
areas are concerned, t he immediate wake of battle area, we 
felt on that we had to retain our r eponsibility- -that is, 
in the Strasbour~ area today. It isn't practical to dis­
tribute your r el1ef any other way than through the Ar~. 
On the Allen-!Linton program, the raw materials for military 
items, we felt t hat at least until that thi ng was well 
along and well nurtured and established tha t should con­
tinue to be under military control. 

GEN. HILLDRING: For the present . 

MR. McCLOY : Yes, for the present . 

As for Plan A and the civilian program, we were dis­
posed to favor merging that and turning it over to the 
French, and we prepared a telegr am last night to that 
effect which did not go out, however , because in the mean­
time a t elegram had come in from--oh, there was one other 
condition that was proposed, and that was whether Plan A 
and Plan C shoul d be merged would be dependent upon 
Eisenhower' s notifying us that in his judgment the French 
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could take this thing over and carry it on, because 
Eisenhower was on t he end of a directive from the Combined 
Chief s of Staff to avoid disease and unrest in these rear 
areas . So we had to get the final clearance on the capacity 
of the French, Last night a telegram came in from Somervell, 
I don't know where it was from, but it was Argonaut, wherever. 
that is . And he sai d that t he conditions in France--internal 
transportation conditions were very serious and complicat ed 
and very involved, and the substance of it was, as I remeJllber 
it, be didn't think that t he French could take the thing 
over, and we had to continue at this time . At t his time 
we bad to continue with the military administration of it . 

After getting his telegram, we proposed to send 
another telegram over to him stating the general conclusions 
that we arrived at last ni ght, but in the light of his 
telegram, I have had some difficulty clearing it in the 
War Department, dHficult,v clearing t his staten.ent that 
we are disposed to favor a separate French pr ogram because 
of his statement r egarding the complexities i nternally, 
and I had to leave for this meeting before I could clear 
that, so I don ' t know 1b ether it would be correct or not 
to say we are making excellent progress at the moment on 
the separate program, 

GEN . HILLDRING: We were last ni ght , 

l ffi. McCLOY: Up until last night we were . J know I 
called you gentlemen saying I wanted you to sit with me so 
that you would knoYI what I was doing e.nd I would have some 
idea what you v1ere doing. Here v1e had a meeting the day 
before yesterday which lasted quite late, and VIe tal ked 
about wha t we were going to do with the l''rencn civilians 
and Plan A, and about merging the whole thing, and talking 
only for the freeze--not having the foggiest iaea what you 
were doing--

MR. CLAYTON: 1bat was very unfortunate . 

H. M.JR: I am not blaming you. I mean, I think it is 
unfortunate when the ·secretary of State says they want 
the Treasury to make a suggestion, as be did in a letter to 
me--they would like a suggestion from us, and then we are 
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boxed off in a corner and don' t got the Y1hole picture . I 
can ' t "'ork like that . If I am going to be inv1 t ed i n on 
a t hing, I like to know all t he facts , and 1 took the 
initiative in calling you, and I v;oul a like to make the 
suggestion--and I am not going to worry about the publicity 
statement, whether it is five minutes early or late . I 
think we ought to go a little slow if you don't mind . 

MR. CLAYTON : I don't mind . 

H.M. JR : On a t hing like this we might have entered 
into something--! might have entered, I don ' t know about 
State-- saying that lie were proposing t o treat t he civilian 
goods--merge the whole thing in Lend- Lease, snd you might 
have sent out something not too good . 

Now, the French knor. Y. ha t they ere doing, but we sor t 
of si t around witn our hands in our pockets here ana don ' t 
know what t he other 1ellow is doing. 

MR. McCLOY : Certainly I heard t hat you were dealing 
v,i t h Lend-Lease negotia tions . We hadn 't been invited in, 
and i t wasn't really part of our business , so--

H . ~1 . JR : State got the thing up . '!'he only reason the 
meeting is here is because I happen to be 8 member of t oe 
Ca binet . It might be on 8 street corner, othe~ise, with 
the press sitting in . But the thing I llould like to draw 
the attent ion of t he State Uepartment to- - and this is just 
gratis--ie, when you give out a state~ent to the ~ress 
talking about the Law- Hopkin s oi scussions, I , as JUS t one 
of t he one hundred and t hi rty- five million people, don 't 
know anything about them . Isn ' t that the flrst tiwe you 
are announcing there have been such discussi ons, end aren ' t 
you going to be deluged 11i th, "~1hat were the Hopkins-Law 
discussions?" 

J.!R. CLAYTOfl : The newspapers have been full of it. 

MR. COX: Yes, the State Department got out an official 
announcement . 
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MR. McCLOY : Certainly the newsp~pe rs have been full 
of the Law-Hopkins discussions . 

H.ll. JR: Do you know what they were, Harry? 

MR. WHITE: No . I know they are going along. 

H.M.JR:. I am just offering it . If they have been 
officially announced, that is that. 

MR. COX: Mr. Secretary, could I mention a couple of 
things tying the two things together? There has been 
no public issue made of t he French war import program. It 
is a complicated thing, all the conditions that Y:ould 
come out of it . Everybody agrees there ought to be one 
import program as soon as practicable . You are going to 
have· inl and transportation; you ere going to have stuff 
in wake of battle, and a whole lot of other complications 
you are going to have to provide for . You can't make the 
immediate transition of civil affairs to something else , 
or G- 4 and GPA to something else , but t hat hasn ' t been 
raised in the public issue, so we wonder Ylhether you want 
to ref er to t hat at t his time at all . 

There are two central things that have been raised, 
one, the Army cutting into the,Law-Hopkins statement; 
that is false . And the other 1s on the Lend-Lease agree­
ment . Now, just as a DUnor part, I don't think we ought 
t~ fall cowpletely into the pitfall that , has been raised 
by t he newspaper stories in terms of talking about civilian 
suppl ies. I tnink just for purposes of public relations 
it would be much better to talk about war proauction and 
other vital supplies, and, two , some reference ought to be 
made to the reverse lend- lease thing which is tied up with 
this, because the French are buying stuff, and it is on an 
agreed basis, pending these satisfactory discussions which 
have not yet been concluded. 

H.U. JR: I would like to make a little different 
suggestion if the State Deoartment doesn't mind. When you 
called me up this morning before your staff meeting, was 
it your opinion that Jean Vonnet should make a statement 

• 
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and that everything was going along all ri~ht? I personally 
think that that is the correct thing, part1cularly in t he 
light of what Mr. McClo1 bas said, and if we give out a 
statement now that everything is going along, it really 
isn't so. lnd as far as I am concerned, talking tor t he 
Treasury, I would much rather sweat this thing out for 
another twenty- four or fort1-eight hours and try to have 
State, ~r, and Treasur1 came to an agreement on the home 
front. I am sure we can, and then we can give a factual 
agreement and let Monnet hold the floor . 

MR. CLAYTON: That is entirely all right with us. 
I think that the War Department might give out a statement 
if they want to about ships . 

MR. McCLOY: We are doing tnat; we put out a denial. 
Surles put that out the first thing this morning, just a 
abort little denial. 

H.!f. . JR: What do 1ou think of going back to Cla,ton's 
original suggestion this morning of l etting Monnet back 
the statement. 

MR. COX: That is better, because after all, t he trend 
of the story is tnat t he French are dissatisfied, and if 
he gets out a statement--

MR. CLAYT~I: We will do it t hat way. 

(lolr. Mitchell leaves the conference. ) 

H.M. JR: That gives us time to catch our breath. 
ill right . 

MR. CLAYTON: I think it 1s better, and in tm staff 
meeting they thought we ought to make same statement. 

H.K. JR: Would you people be a l ittle charitable ~ith 
me, because I don 't think it would tate me more than five 
minutes to say what happened, because I reallf think that 
there i s same misunderstanding in same people s minds as 
to where t he Treasury stood, and I would l ike Mr . McClo1 

• 
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and Yr . Hilldr ing to know what they are after . If i t 
ian' t correct, we can gat on with t he business, but I 
think that your people--we wrote a letter on the 18th 
stating what our position was anu saying that, "In work­
in~ out t he non-munitions program for the French the 
or1 terion of the amount of aio to be rendered should be 
the status, actual and prospective , of t heir gold and 
dollar balances . " 'lhat was tne 18th, tne day before the 
Cabinet meeting . I will come back to Cabinet . 

On the 22nd, ~!r . Grew wrote, "Your letter of 
January 18, addr essed to the Secretary, expressing your 
view that lend- lease for France, bot h in munitions and in 
non-munit i ons generally shoulo rest on the same principles 
as lend- lease for Great Britain, has been referrea to me. 

"I agree entirely witn your views and believe that 
we are all ready to proceeu with discussion of a Master 
Lend-Lease Agreement witn the French. I have accordingly 
asked Mr . Clayton to call together Mr . iihite and ~.r . 
Oscar Cox to go over a text which could be presented to 
Mr . Monnet earl y t his week. " 

~e here felt thst State still aian 't understana our 
positi on that we wantea the question of t heir dollar balances 
settled in aavance oi' the signing of a ..Jaster Agreemen t , 
and Yle, therefore, 1'1rote State another letter on the 23rd 
which, if you will bear 1'.i to me e minute, I Y>oula like to 
read. (Reads letter to Secretary Stettinius da ted January 
23, 1945. ) 

Now, did we get an answer from that? 

MR. \'illi'JE : That was the answer that li:r . Clayton sent 
over which was superseded by his oral conversation . 

H.M.JR: And subsequently State wrot e me another 
letter . They didn' t agree with me, ana tney said that they 
thought v.e ought to go snead llith the master agreement, and 
t hat after toe u.aster &er eement was sign ed, "l•oul<. you take 
up the question af dollar balances? " 

• 

l 
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MR. CLAYTON: May I juet interject, Mr. Secret ary, 
that we sent along a proposed letter that we would write 
to Mr . Monnet telling him that we would have to arrive 
at en agreement with hi.~ regarding the use of their 
dollar and gold balances bef ore we could agree upon a 
def inite program of supply under the agreement? 

H.M.JR: Ylhere is that? 

MR. WHITE: That accompanied the letter. 

MR. COLLADO: It came before your letter. 

H.M.JR: I have never seen that . 

MR. CaYTON: We sent it with the letter. 

MR. WHITE : He copied out t he paragraph of JOUr 
letter of January 18. 

H.~!. JR : I don ' t think I have seen that. 

MR. GLASSER: It came fran Ferguson with--

MR. WHITE: ••• with the master Lend-Lease agreement. • 

H.M. JR: Her e is everything on my desk, Harold. 

MR. GLASSER: I t isn't in your file? 

MRS. KL01'Z : No. 

YR. COX: As I understand it, you need that, that 
was an intervening link . 

loiR. COW OO: We sent it to l.!r. White on January 22. 

MR . ~HITE : Have you a copy of it there? 

H.M.JR: This was on t he 22nd? 

MR. COLLA DO: It was delivered to Mr. ~bite on the 
22nd. 
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MR. WHITE : Yea, with the Lend-Lease agreement . 

)(~. COLLADO: With the proposed master agreement 
whi ch was the agreement you prepared, Al. 

, , 

H.M.JR: This other thing is something quite new as 
far as I am concerned, While they are looking, Jack, I 
am going to furnish you copies of all this correspondence . 

MR. McCLOY: Fine . I haven't seen any of that. 

H.~.JR : It will get over to you this afternoon. 
One set, or two seta? 

GEN. HILLDRING: One set is sufficient, Mr. Secretary, 

H.M.JR: Mrs . Klotz will get you a set this afternoon. 

MR. McCLOY : I don't know just what our interest is 
in the thing. 

MR. COX: I t is a very--

H.~; .JR : You have got more than that. 

(llr . Glaeser leaves t he conference t eLJporarily. ) 

lffi. COW DO: I know we took it out of t hi s file 
to send another copy . 

MR. ?UIITE: I r emember very distinctly that, The 
gist of it was in response t o your letter of the 18th 
and Grew's acquiescence with the position; they sent along 
a copy of the master Lend-Lease agreement and a letter 
which they proposed to send to Monnet. And this letter 
which they proposed to send to Monnet contai~ed two para­
graphs that were almost verbatim paragraphs of the letter 
of the 18th. 

H.M.JR: And that wasn't satisfactory? 

MR. WHITE: VIe followed that with- -

• 
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KR. COX: There ia one other point that is critical 
there, Harry, aa I understand it. I have seen a copy of 
that letter. The propoeal fran State waa that they trans­
mit to Monnet a draft of the master agreement saying, "We 
are ready to sign the afreement. At the same time we want 
to discuss the non-muni ions to be supplied in the light 
of your gold, dollar, and interest resources. " That still 
raised the central point, should the agreement be signed 
first or diecuaaiona be had firet , 

MR. WHITE: And one further point it didn't settle 
in our mind--we wanted it settled among the U. S, Govern­
ment departments first . We wanted the discuaaiona before 
they were given the master Lend-Lease agreement, and it 
was a result of that that--

MR. COX: I wasn't saying that the letter of the 
22nd settled that point. All that the 22nd letter, as I 
remember, focused very clearly on was the issue as to 
whether the agreement shoul d be signed first and trans­
mitted to the French with a clear-cut statement that the 
signature on the agre!ll!Oent did not mean any non-munitions 
were moved until there had been discussion with them on the 
utilization of the gold, dollar, and other resources. 

1m. CLAYTON: That ia correct, 

MR. WHITE: lbat ia right, 

- H.M. JR: I don • t get the point. The letter that the 
Stite Department proposed to send to ~onnet you didn 't 
feel--

MR. WHITE: I thought the response to your letter 
of the 18th would be a meeting among ourselves to determine 
what the gold balances are and to diacuaa with the French 
and possibly get acme further information fran t hem before 
the Lend-Lease was offered, ao we among ourselves would have 
that settled so we wouldn't repeat the experience of the 
British; but instead of that being the response, it was 
suggested that Lena-Lease be offered. 

(Yr. Collado banda Secretary letter addressed to the 
Secretary fran Mr. Grew, dated January 22, 1945.) 
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MR. COLLADO: Right there we refer to the proposed 
letter to Yonnet. 

H.li. JR: That is correct, but it isn't in my files. 

MR. lHITE: It is not in 1our fi les? 

H.M.JR: Let ' s go back again. 

, " 
L 

MR. ~HITE : This letter wnich Will Cla1ton drafted 
was designed to be a letter to be sent to Monnet along 
with a master Lend- Lease agreement . That was hie concept 
of what we were asking for, and he thought that was in 
agreement with our letter of the 18th. 

WR. COX: · And tne Cabinet discussion . 

H. II . JR: So we will all get the thing, the Cabinet 
discussion was this : Before Cabinet Mr. Crowley asked me 
whether I would sign a memo which he had prepared which I 

( - ' said I didn ' t think I had seen, and which I had not seen. 

AIR. COX: That is right. 

H.li,JH: So then Mr . Crowle1 and Mr. Stettinius talked 
about iti but I couldn 't sign a memo without consulting my 
own peop e. 

(Mr . Mitchell re-enters the conference.) 

H.~ . JR: I suggested we bring it up at Cabinet, which 
we did, and the result of bringing it up at Cabinet caused 
considerable discussion, and I made my statement that it 
couldn't poesibl1 be nusunderetood that I wanted the gold 
balance thing settled. I wanted to know how much gold. I 
don 't know whether Crowle1 reported that or not. 

WR. COX: he di d, 

H.W.JR: I brought that tning up Tery clearly in 
Cabinet, and it was agreed--and I believe that l4r. Crowle1 
agreed with me--that that tning should be settled first . 

• 
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KR. COX: That I don't know, because his memo put it 
exactly the other way . 

(Mr. Glasser reenters the conference) 

H.M. JR: After Cabinet? No, this memo that was 
given before Cabinet. 

Affi. COX: What happened was, he had a memo at 
Cabinet, as he told me, and you did not have this memo 
a.nd had not seen it before . 

H.~ . JR: But I mean, did he have a memo after Cabinet 
giving the conversation? 

:t.IR. COX: No, but he was talking about this in which 
he agreed the gold and dollar thing shoul d be discussed. 
On the question of when, his suggestion was that the master 
agreement oe signed first . Now, I think that t he difference 
in view on that issue has never completely been resolved. 
Leo and Ed, as I got it, when they came back were not too 
clear about it, but they thought what the understanding 
was, subject to the se other conditions, theater command 
and what not, waa that they go ahead and sign the master 
agreement and start as soon as possible to diseuse the 
gold and dollar tbing before any commitment was made as 
to supplies. 

MR. CLAYTON: I was going to say we nad a little 
chit from the Secretary of State as soon as he came back 
from Cabinet meeting saying we could go ahead wi th tne 
master agreement; it was just a little three-line memo. 

H.ll . JR: Well, certainly in my own mind the question 
waa to get the dollar balances settled first, and we have 
come--you said that as long as I was adamant about it you 
would give way, but you didn't agree with me . 

MR. CLAYTON: We agreed to proceed on t ha t basis. 

H.M.JR: The thing that has been bothering me over 
night was that I gather somebody told the French tnat as 
of Tuesday following Cabinet that they would be aelivered 

• 
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a master agreement signed. You see, that is what has been 
bothering me. 

:t.ffi. CLAYTON: Well, you know Mr. Monnet, bow freel7 
be cl. rcula tea and bow quickly, and he may have gotten 
sane such impression, but when he called me this ·morning 
he said that be was very surprised to see this article in 
the newspaper and be had refused to have anything to say 
to the newspapers about the matter himself, and he o.idn't 
know how it could have arisen. He seemed very surprised 
about it. 

H.M.JR: Well, he--

lr!R. WHITE: He saw me the same day, or the day before 
be saw you, and he tola me he was going back. He us very · 
much upset over what be understood to be the difficulty 
here, and he said that he want ed the inf onnation. I said 
I couldn't give him any information, but I suggested he 
better wait around a few more days. He waited around this 
long, and sufficient progress had been made so he would 
probably be better off by postponing his visit b7 several 
days. 

H.M. JR: May I make this suggestion, Will? It takes 
time, and unfortunately these leaks happen, and we have 
got to take leaks. It is unfortunate. But coulan't we 
now go ahead in an orderly manner the way we were doing 
just as though there was no leak with the exception that 
the Wer Department be added to the group so t hat when we 
talk about giving them civilian supplies free or should 
there ·be Lend-Lease at least we move forward together, 
the war Department, State, FEA, and Treasury. 

l&R. CLAYTOO: I think that is the way to proceed. 

H.M.JR: And I believe that nonnally heads up in 
State; it is foreign negotiations . 

MR. COX: That is right . 

H.}I.JR: And I don ' t think War can argue, and we 
can't argue, eo if you just proceed, we would like to 
work with you so that we understand each other about the gold 
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business; and ae long ae we agree, we won't eay anything 
to the prese, but let Mr. Monnet defend the thing and 
hope Tobey won't read about thie meetinf tomorrow. And 
I can always have hopes and you can cal the next meeting. 

MR. CLAYTON: Fine. You killed that. That's all. 

MR. MI TCHELL : That is right. He was surprised about 
it . However, he said, l.! r. ~!cCloy, t he t the 1t'lar Depe rtment- ­
that your release bas not gone out yet. 

MR. McCLOY: It is due t o go at noon . 

MR. MITCHELL: It was your sta te of mind expreEsed 
in this meeting that it was satisfactory and it was to go, 
your own release . 

MR. McCLOY : Our denial , that ie right~ 

H.M. JR: Is t hat all right with you, Jack? Do we all 
move together? 

MR. McCLOY: That is fine . 

MR. COX: Yes, air. 

H.M. JR: The next move is for you to call a meeting. 

YR. CLAYTON: Fine. I will take a look at my calendar , 
and we will notify all of you this afternoon somet ime and 
try to get together tomorrow if we can . I have to go on 
the Hill at three o' clock and be there all afternoon . 

MR. ~EITE: Make this top priority as far ea we ere 
concerned. 

~ffi. CLAYTON : I hope we can meet tomorrow. All right? 

liR. COl: Yea. 

MR. llcCLOY: I t hink eo . 

H.•!. JR: I t b.iJlk t hie ie good; if nothing else, it 
br ings the War Department in the picture. I feel badly 
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they weren ' t in before . I aw partly to blame for that . 

MR. McCLOY: We are interested in your negotiations , 
how they fit into our form of agreement Y~hich you (Bell) 
eat in on , and the supplies we have already furnished the 
French on a cash basis , how they are going to be paid for, 
and before you go into t he other arrangement, I have an 
idea there are a lot of' rumors around that the French are 
endeavoring to alter tt . One of the reasons they want a 
steep program is because they want to get off the agreement 
which says they pay cash for civilian supplies, ana they 
want to change the aspect of Plan A. 

6ffi. Toni TE: Sure, t his program will geke it possible 
for tb8lll to get t hat without pay in the future; presumably 
they ~ill pay for what they got in the past. 

MR. BELL: Have they paid you anything, Jack? 

GEN. HILLDRING: We haven' t billed them; that is one 
of our arguments with the British Empire. 

l!R. WHITE : The way things are going there ~ill never 
be a bill presented. Does that meet with your understanding? 

GEN . HIU.DRING: No. 

1fR. GLASSER: It may be presented, but not collected. 
-Gl'll . HIU.DRING: "'f' don ' t knor. that the t is a Treasury 

worry. 

MR. lr1!ITE: You sulJnit the bill, and we will collect it. 

GEN . HILLDRING: 
bill in t he very near 
They don ' t want us to 

Vie are going to be able to submit a 
future , but we have had a tough tussle . 
bill for t hese supplies . 

lffi. WHITE: Are they going to pay you instead? 

lffi . McCLOY : They don't like the idea of billing Jar 
those supplies . 
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MR. BELL: I understand they are objecting to the 
accounting. 

GEN. HILLDRING: It is more basic. They don ' t want 
it to be demonstrated that it is possible to reduce the 
American contribution to this ciVlli~ program to dollars. 

MR. COX: The real thing they are worried about i8 
the effect on them of paying for war supplies for a 
third country for cash when you relate that to the Lend­
Lease program and settlement under Lend-Lease . 

lffi. McCLOY: That is right . It is a very profound 
feeling that that shouldn ' t be paid for. 

MR. COX: They have something like twenty-five 
billion at stake as against t his program which may amount 
to one hundred million. 

MR. BELL: Do we have to consult the British in order 
to submit a bill to the French? 

• 

GEN . HILLDRING: We do because supplies are presented 
by both Governments, and they come out of a joint SHAEF 
pool and are delivered to France, not by Ameri can offi cials, 
but by the combined officials, so we have to get their 
agreement as to bow w\ would split the U, S. and the U. K. 
contr ibutions . We do it unilaterally as a l ast resort, 
but over the Brit ish protest . The British would pr otest 
very violently if in a combined show we took unil a t eral 
action . The Combined Chiefs have never done that yet . 
However, it is t he threat of that that has brought them 
to an acquiescent attitude with regard to billing procedure. 

MR. BELL: But they did offer no objection to the 
agreement you entered into last summer, so that waa part 
ot it. 

GEN - HILLDRING: That ia right . Then the delays, Mr . 
Secretary, started. First it wsa administratively impos­
sibl e to separate the supplies, although we proved i t 
waan•t. Then it was impossible to get a unit coat on 
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supplies . We have proved that is possible, and then it 
was clerical difficulty. They got SHAEF to argue that 
they couldn't possibly undertake the clerical side of the 
job of extending the coat on these import itama, and we 
have gotten SHAEF to agree with us that that is possible. 
We have gotten word now th8t they will agrP.e to 1t, and I 
am sending Hilliard over there . Vie have gotten Bernie 's 
principal assistant here, an d we are having a little skull 
practice in t he V•e r Department so that the team will leave 
together, and before they will· leave their side, we will 
have a bill prepared to present to r onnet . 

P. . l.:. JR: \,hy is the name Hilliard f8!1lilia r to me? 

GEN. HILLDRIKG: Colonel Hilliard, sir . He is my 
liaison man bet~een CAD and t he Treasury. 

MR. ViHITE: A very nice gentleman . 

MR. McCLOY: But it is amusing the way the thing 
developed. 'rhe original approach of the French was, "We 
are paying for these aupplles . We are going to pay for 
t hem and don't want to bear anything about loans or 
anything else. We have lots of gold. " 1.'herefore, we 
set the program, end they rather argued with us because 
we were screenine. As a result of that, Plan A evolved, 
which did take them into account, and we did eccept their 
vi ews to a very large extent on their i nsistence that 
they were paying for it . It wa s really their goods . 

MR. \'1111 TE: I had a long discussion with l.!onnet on 
the wisdom of paying, and he said, "Vie have got to pey 
cash, and we h&ve got the money . France doesn't want to 
be in a position or getting weighted when we have the 
cash to pay for it." 

MR. McCLOY: And they used t hat t o insist upon getting 
t he items . 

MR. BELL: 1hey also used that to say t hey thought 
it should be distributed to their own people. It was 
their goods, and--
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MR. COX: It is a very conflicting history. There ie 
one additional argument for washing out Plan A. It has 
a l ong, c<JDplicated history vt th IJN PJiA and everytning elee. 
It is goinf to be a long ti.me with the British before you 
send a bil • 

MR. WHITE: Another argument is whether we should 
give them goods for nothing. 

tm. COX: You can make your independent financial 
arrangements on that, but you u•e in a very c<JDplioated 
joint operation, and it is beyond the general control . 
It was baaed on the assumption in large part that France 
would be a li berated area paying the Government for pur­
poses of UNRRA as well as military stuff . Now, you have 
had the war eztended for a longer time, and circumstances 
are different . 

MR. WHITE : You are kind of meeting a dead horse . 
I think everybody agreed Plan A ought to· be eliminated. 

GEN . HILLDRING: I agree mostlf with what .Mr . Cox 
says, but there is one element he didn't mention, and that 
was Plan A was not a plan that was to be extended indefinitely . 
It wee a.n early program of relief with a trial date of • 
about six months . We are beyond that, which is another 
reason Plan A should be washed out . It baa served ita pur-
pose for whi ch it was written, the fi rst six months , It 
1s nearly eight months now, which is another reason why i t 
isn't particularl y applicable. It dUght to be turned over 
to the French. 

MR. McCLOY : The sooner Plan A is out, the sooner 
they will pay, the French. There is an agreement to pay 
cash for everything that is in Plan A. 

WR. CLAYTON: May I say on that point regarding 
Gen eral Somervell'a cable I can understand perfectly well • 
your concern regarding the distribution of supplies 
immediately back of an active theater, for example 
in the nort heast section up there. I can understand your 
concern about getting--being sure that the raw materials 
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for making the goods that you have ordered in France should 
be delivered on time and in the right amounts , and so forth, 
and I think you have a very good reason for holding up 
any prompt action on that , but as rega r ds Plan A and all 
other civilian French requirements, I don't profess t o 
know nearly as much about i t as General Somervell does . 
But I wouldn't share his concern as to the inability of 
the French to do it, and I think the responsibility ought 
to be put on tham just as soon as we can, because if in 
that case there is any failure--if the thing doesn 't go 
right, it is their responsibility, and not ours . I believe 
the principle of putting on them and on any other liberated 
country just as soon as conditions 'lill permit the respon­
sibility !"or the receipt and distribution of supplies, and 
indeed for the general national program of procurement and 
everytlling else, should be placed on tham just as quickly 
as ?t1e can . .__ 

MR. McCLOY: I agree with t hat one hundred percent, 
but I want to give you the other point of view. I refuse 
to put my name on a cable which doesn't state your view 
just as you stated it now about a minute ago. And I don't 
know what they have done in the meantime . I think--and I 
followed this thing very closely- - I think I have fo!lov;ed 
it more closely, the program of it, than General Somervell 
has, and I know that the i mpact of it is on the countries 
that are involved. I think in the case of France with 
their very strong Nazistic tendencies and irsscibHities 
we are better off--definitely better off --if we can put 
this burden on to them . On the point of view of the Army, 
I am convinced we would be better off if we coula' do it . 
I don ' t know "lhether we will ever relieve our~ elves entire.J,y 
from criticiam, but the mat ter of distribution within the 
area isn't so ~portent act ually, because we have already 
now turned this over to tne French; we don't distribute it 
in the interior zone. We agreed we would turn it over to 
the indigent French authority, and he would distribute it . · 

However, there is a certain feeling that if you have . 
a s eparate program set up for France, in Bfi " ·) of the 
political desirapility of it and other des1rabilities which 

• 
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you have just referred to, there is less flexibility in 
the military progra1J. Just last week or two weeks ago 
there were five ships in the New York harbor set up for 
the French civilian progrruo, and tney were loaded and it 
suddenly became necessary, or the mili tary felt it was 
necessary in oraer to get ready for t ne coming offensive 
to unload those suips and put guns ana ILwl!uni tion on tnem, 
and they could do the t without consulti ng any bo~ i and they 
did do it without consulting anyoody. Noll, they ose that 
fl ex). bili ty if it gets in to other programs . It is a rather 
important consideration to t he.u . In spite of that consider­
ation, I think the advantage of a separate prograw out­
weighs the ot hers, but I thinK this whole matter, by the 
way, is going to be discussed, ano the Argonaut expedition . 
~e have got the telegram f ran General ~omervell wh1ch 
indicates t hat , and maybe what Tie do here may be a final 
academic decision by the time we hear wh&t has occurred 
over there. 

H.~!.JR: It has happened before . 

MR. COX: fut I think in principle VJill ie unquestionably 
sound. But I t hink the one thing--the Argonaut thing you 
have to watch for, the thing you mentioned before . It is 
a practical preble:& . Somervell is interested in t ile G-4, 
the '1\ayne-Allen program. '!here i s stuff on the water now 
under the transition progra=, rubber end cotton, where they 
heve gotten French factory schedul es to make tires or duck 
for tents, and what he wants to make . And what Minton and 
the others have done has not been upset~the transition 
or changeover. If you rock the boat on that , it means 
t!ley won't get what th~V planned to get, and that is what 
they are afraid of. 

MR. WcCLOY: It is a clear form, but he translates 
that into a desire not to turn Plan A over to the French. 

Lffi. COX: S<111ervell has considered Y.i th Plan A, G-4. 

GEN. HILLDRING: Only as it affects transportation~ 
He sigpts an instance, and I think it will probably have 
to ~o ahead, and I furt ner think that what Samervell is 
try1ng to say there is that more civilian supply Y.i ll get 
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into France if Eisenhower handles it than if the French ha.ndle it, and that is probably t rue. 

, . 
' 

Last Sunday during the diacuesion I pointed out the fact tbat while the Army baa been adminietering this program much longer than we wanted th~ to, we have been screaming for a year for somebody to take over who can in Southern Italy; wa are still there and administering. The net effect baa been beneficial to the Italians . I don 't thinlc that any agency coul"d have gotten two and a quarter billion 
tone of shipping--

YR. WHITE : That ia right. 

GEN. HILLDRING: ••• except the Army, because I know how hard I had to fight . 

MR. VIHITE : The Al"tflY makes the decisions, and if· the civilians, as they are inclined to, say no--

YR. McCLOY: They have g6t all the faci li ties . 

GEN. HILLDRING: Despite that, it ' s against French interests; we ought to do it, and one thing Somervell 
loses sight of there--he mentions a case that unquestion­ably happened where we turned over the operation of the railroads to the French--it broke down, and he had to send railway battalions of soldiers in there to get those railroads turned over to the French back into operation in order t hat we could distribute French civilian supply. 

H. W.JR: General Hilldring, I have learned what Plan A and Plan C are, but what ia G-4? . 

MR. COX: G-4 is the Army program for calling up raw materials and other supplies to produce goode in France which are used by the !"'f. But look, General, just one point to extend this dlscussion--

MR. WHITE: Do we have to extend it? 

MR. COX: You don't have t o extend it; that ia the primary--
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H.M.JR: Harry baa got sanet hing to do. 

MR. WHITE: Could I be excused? 

H. ". JR: I need you for a minute, Harry. 

KR. COX: This will only take about half an hour, 
Harry. 

, 

There is only one point, Mr. Secretary, on t he point 
the General made . As a realistic matter nobody is saying 
that under the French l~ar Import Pro~ram that the theater 
canmander does not have a very decis1ve say - so ss to what 
happens in terms of what clears the port, what happens 

·on shipping, and inland transport . Now, the Nort h African 
experience is another way of coalescing the military theater 
canmander ' s operation and that of civi lians in te~s of 
suppli es other t uan t hose that go for t oe soldiers . I am 
by no means sure that the French will get more supplies 
under a straight military operation than in the Vlar Import 
Program . The basic thing is t he military people have to 
decide with limited port clearance how much goes in for 
guns f.o . b. wholesa1.e and how much for military vehicles . 
He i s the gU¥ that is running the show, and you have no 
other choice, Tne moat you can do is t ry to persuade him 
it is important to have tires produced for vehlcles on 
the ground other than shipping three or f our t nousand 
miles, but he has got t o decide . 

H. M. JR: I move we ad journ thls· to ifr. Clayt on ' a 
office . 

When you speak to Monnet, Mr . Clayton, please tell 
him on behalf of the Treasury and myself that we are doing 
everything we can to work this out, will you please? 

lffi. CLAYTOO: I will do it. 

UR. MI TCHELL: I promised you, Yr. Secretary, a diary. 
I have since collected t hat and made arrangements with 
Glasser t o deliver it to him . They are working on it, and 
i t is a matter between you and me. 

• 
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(Mr. Mitchell, Mr . Collado, Mr . Davidson, and Mr . 
Hannagan leave the conference . ) 

H.M. JR: Mr . McCloy do you want to raise the French 
franc t hing? 

,.. .,.., 
' ( 

MR. VIHITE: Everyone is getting more and more con­
cerned about the widespread complaints v.bich are emanating 
from soldiers and a.lso from Congressmen who have been there 
on the matter of t he t wo- cent rate. They are saying that 
the American soldier is being grossly cheated end they 
either ought to be paid in dollars or t he rate ought to 
be different . Now, there was being prepared a release 
which would give the reasons why the French currency has 
to be reduced in justifying the rete and explaining the 
matter to some extent to t he public, but there is a f eeling 
in the \mr Depar~nent and in ours, among ourselves, that 
at t he same time, or prior to that, something constructive 

. should be done to make it possible for the American soldter 
not only in t his field, but other fields , although t his 
field is part icularly acute for t he moment , to obtain 
certain of the things which he buys now and which he 
claims he is getting t erribly cheated on such 8ll perfumes 
and certain liquors . 

Now, Mr . Glasser has some suggestions, and it was 
thought that if you and the War Department could agree on 
something, then we could clear that very quickly before 
the Lend-Lease arrangen.ent is consummat ed, and the French 
would be willing to go along because they have more at 
stake than we have, and they ere building up terrific 
resentment in the United States against France . 

Now, do you want to carry on f r om that point, Harold? 

1fR. GLASSER: General Hilldring can make a very 
dramati c statement of the problem. Yester day he made the 
best statement I have ever heard in terms of the general 
international politi cal significance of this . ~e have 
al ready asked the French if they couldn ' t do something to 
give a discount to the American soldiers on the things 
t hat t hey buy, whether the discount be gi ven to the soldiers 
buying in French stores or French restaurants, or if the 
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French will buy up the commodities the soldiers buy and 
turn them over to the PX. 

The French have not yet replied . It is being con­
sidered in Paris, and we have told them it is urgent . 

'"''3 

In canvassing the possibilities at a meet ing in the Vlar 
Department yesterday, they developed into three specific 
points . One was that the French would designate certain 
stores as being stores that will give a discount by a 
good percentage on the amounts they charge to American 
soldiers . The second one was that the French would sell 
to the PX' s the perfumes and other luxury articles the 
soldiers will buy to send back home . The Frencn will 
buy at wholesale prices, supply t he gooas to t he PX's, who 
in turn will sell to the soldiers . 

The third was that the French Vlould take over the 
entertainment in France, restauran ts, night clubs, end so 
forth , and keep--

UR. WHITE: Restaurants, nignt clubs, and what? 

MR. GLASSER: Ana so on-- cafes, and I can find some­
thing else. 

MR. WHITE: I can find lots of names . 

MR. GLA~SER: The thing you were thinking about us 
not discussed. Now, these places would have tne ~ranch 
atmosphere. They would have French staffs, French 
orchestras, and so forth . The food would be supplied by 
the U. S. Army, and the people that would be permitted to 
enter would be the G. I . soldiers witn local girls . Now, 
that plan has been carried out in Rome with a great deal 
of success . It is very easy to get Frenchmen or local 
inhabi tents t o YIOrk because they get good meals in these 
places, and the local ~irls are interest ed in going because 
of the meals, and sold1era l ike i t tre~endously. Now, that 
type of a program we thought could be developed into a 
broad scale, not only for tbe current period, but in the 
period after the def eat of Germany when the; use France 
as a rest stop for American soloiers occupying Germany . 
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H.M. JR: Since the matter is eo fully within the 
Arrq, I wish the Arrq would speak . 

LfR. LfcCLOY: VIe are all for it; we are all !or virtue. 
We want to do anything we can to alter and benefit the 
condition of the soldiers in Paris and the large centers 
where they now feel they are very much aggrieved. I don't 
suppose it is practical to change the rates at this stage. 
Of course, that would be the simplest thing to do . 

MR. WHITE: And that wouldn't help in any case . 
You don't change it enough. 

Lffi. McCLOY: So I as sume that is out . 

H.M.JR: Might I interrupt you there . Of course, the 
French Government could change the rate if they ~anted to. 

1ffi. McCLOY: They could, and they fixed the rates in 
the fi rat plac.e. 

MR. WHITE: It would be moat unfortunate f ran their 
point of Tiew. 

H.W . JR: They could if they • anted to. Would tnis 
be a sor t of French USO? 

MR. HILLDRING: Yes, sir, dealing in that field, 
Mr. Seoretary, where the USO cannot enter and where the 
post exchanges did not enter because of the charters 
under which they operate and under ita inability to chang~ 
their r ights to operate in this other field, ~ 

H.M.JR: Does it work well in Rome? 

GEN. RILLDRING: Very well, sir, 

H.M. JR: \'lb,y not go ahead with that ae one part of 
the program. 

GEN . BILL DRING: It is sane thing that has got to be 
decided above our level, and that ia the reason we intro­
duced it here. 

• 
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J.m, VIHITE: The French Government will have to spend 
mon oy . We have asked them once, but they ha von' t given 
us a reply oa i t . There is anotner matter involving 

. e:n>endi tures, and some pressure would have to be brought 
to bear on the French Government because it involves 
expendit ure . 

,.... . r• 
' 1 .. l 

MR. COX: We have s;ot a similar thing tied in with 
Lend-Lease because in t he British- American free and post 
exchanges they have made some supplies available as reversed 
ai d. They perhaps ought not for perfume and so forth, as 
gifts, but they can subsi dize it . 

H.li. JR: This is just a place, well, like any U~O, 
a place where a boy can ta~e s girl . 

MR. COX: There are other a~pects . 

H.M. JR: I am just devoting myself to--! don 't knoYI C.> any better name than a French USO. 

GEN . HILLDRING : French canteen f or Allied soldiers . 

H. L!.JR: Yes . 

MR. McCLOY : Also it comes in general shopping, the 
general Paris district whore they shop, where you get thi s 
discount in the regular snops . lbat really isn ' t a USO 
situation. 

L'R. BELL: But the canteen could carry c lot of 
those supplies . 

H .M . J~ : Jack, if you don 't mind--! saw a little bit 
of tnat once in Bermuda , I woulo go along and be glad to 
for wha tever t he office prestige is worth, throw it behind 
a French USO canteen and for making arrangements for our 

PX stores to buy Ylholesale the sort of thing the men w~t, 
and distribute it through t here . But when it cowes to dis­
counting for a French shop dinner, I would like to think 
that over, because I know we wi ll get into all kinds of 
trouble and misund~rstanaing between our solai ers and the 
owners of the shops . I will go slowly on that . 
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YR. CLAYTON: I share your concern, but I go ,along on 
all the others . 

H.l!. JR: Our boys don't understand exchange, and they 
might get into a fight with the French shopkeepers. 

MR. GLASSER: . Mr . Secretary, it was the thought that 
one of the prime necessities was keeping the r'rench atmos­
phere. You wouldn't want a French USO, simply making a 
new institution, but rather that you take over existing 
restaurants or existing establishments . 

H.Y.JR: I don ' t think~. McCloy or General Hilldring 
want any more than just my general backing. 'lhat is the 
idea on it, isn't it? 

GEN . HILLDRING: Yes , 

H.M.JR: I would go slowly, and evidently Mr . Clayton 
agree.s on t his one point, but you have my backing, Ae to 
details, I am not going to hang the draperies . 

MR. McCLOY: Can you bring it up in connection with 
t he Lend-Lease suggestion~ 

H.M. JR: You will be in on it. 

GEN. HILLDRING: That is fine . Thank ,you very much, 
Mr. Secretary. 

H. M. JR: DuBois was in on this . 

MR. ~RITE: Certainly he was in on that, and the 
23rd, 

H.lf.JR: llay I have the letter which this refers to? 
It starts off, "In regard to ,your letter to lrlonnet." 

.ILRS. KLOTZ: This is the later one that was written. 

KR. WRITE: There are a couple of comments ,you made 
on that that I didn't want to menti on in public. · 
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H.~.JR: I didn ' t want to make them public, either. 

YK. WHITE: One wae you didn' t want tne letter signed 
by Drew and one signed by the Secretary of State. 

H.A!. JR: I said that . 

MR. WHITE: The second wae you wanted to make certain 
the old one wee dead; you wanted a statement to the effect 
that the old July arrangement was dead, as Stettiniua said 
at the dinner with us. Both of those thoughts were conveyed 
in here. 

H.U. JR: Wait a minute. This letter came in to me 
unasked for. 

MR. WHITE: It came in as an &IIS'Ier to tnia . 

H.M. JR: You said I asked for certain things. You 
sent this letter of the ~Srd in on your own steam. 

1!R. WHITE: That is r ight . I don't remember that, but-­

' H.M. JR: No, I didn't say to write a letter from me. 
I am not satisfied with t his letter . As I remember it, 
this letter came in with this little note attached. 

~. WHI TE: That ia right . 

H. ~! . JR: ~t fOU juet said previously--

MR. WHITE: You .told me two things, that fOU wanted 
the Secretary of State himself to eign the letter, and you 
wanted it made clear that the old July 1945 thing was 
dead. You asked me that. 

Now, the next time we wrote a letter--it may have 
been previous . 

MRS. KLOTZ: It wae previous . 

MR. V~ITE : ~hat is the first occasion we had to do i t. 
~ had no occasion to.aay that to him. 

• 
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H.M.JR: The point I am getting at is I don't believe 
I ever eaw this . 

MR. GLASSER: It came in this fonn, Mr. Secretary. 
It came to Harry ~hite f ran John Ferguson . 

H.M .JR: This letter? 

~ffi . \YHITE : Yes, as a proposal letter witn that . 

MR. GLASSER: Also witn these papers attached. 

H.~. JR : Wait just a minute. When this letter came 
in on the 18th, you see- -! don't remember any discussion 
with you that I wasn't satisfied with you. I take it--

MRS. KLOTZ : You raised the point. You said that 
was not in answer (to Mr. ~~te). 

MR. WHITE: You thought you were getting very quick 
service to this letter of the 23rd when you saw this. 

H.M.JR: And I called him up and thanked him. 

MR . VffiiTE: That is right, because you tnougbt this 
was in answer to your letter of t he 23rd, not the 18th. 
If it was i n answer to tne let ter of the 23rd, you bad a 
right to be satisfied, see, because the letter of tne 23rd 
stated yo~r position very clearly. 

H.M.~t : The point I am trying to get at is wnen you 
came in and brought this letter to my attention--the letter 
of the 23rd--I was not snown the Monnet l etter. 

MR. GLASSER: No, that isn 't a real letter, Mr . Secretary, 
that wa s only a proposed letter . 

(Mr. fuBoia enters tne conference. ) 
, 
~ iHITE: That is true. I am quite aure you didn 't 

aee it, and let me show wny you didn't and wouldn ' t see 
1 t ordinarily. 

' 

• 
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H.~.JR : The point I am making, not having seen thia lett er- -we are talking about this letter of the 23rd-- I think fOU had some part in drafting it. 

J.!R. DuOOIS: That is r ight . 

H.M. JR: I am reading this now for the first t ime, see? It mentions t his letter fr001 lfonnet, and I don't "see how I could have objected to Clayton ' s signing it when I never saw the l etter to Monnet . 

MR. VvRITE: I don't know l1b ether you ob j ected to Clayton ' s signi ng it then, but you told me i n some other connecti on that you wanted two things, that you were either annoyed or irritated, and you wanted the Secretary of State's si~natur~and you wanted also t he statement t hat tne whole thing was dead, and I had no occasi on to get either. 
H •• t. JR: I wanted t he Secretary of State' s signature on what? 

MH. WhiTE: On the Lend- Lease arrange ... ents . You didn ' t want Will Clayton ' s arrange~ents . You wanted Sttttmius himself to go on record; I think it was a result either of your Cabinet meeting, or something. Now, I couldn ' t very well at t hat point send a letter or call up Stettinius saying we Ylanted a l etter. I bided my time unti l we had t he first opportunity. 

H. A!. JR: J.a f ar as I am concerned, I still haven' t made my point, and I am going to make it now. It has nothing to do with whether Clayton signed it or not. I don't know how you know about it, because I don ' t knoll what I am going to say. 

MRS. KLOTZ : I don ' t know what rou are going to sar, but I heard you tel l him that . 

H.Ar. JR: About Secretary Stettinius? 
YRS. KLOTZ : And on these letters you sai d you wanted the Acting Secretary of State , you, or the Secretarr of State--
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MR. VlliiTE: Is that tne ~3rd? 

MRS. KLOTZ: He baa it . There it is (indicating) . 

MR. WHITE : I just v;anted to show you, Mr . Secretary, 
. this letter of the 23rd says, "Reference is made t o the 
letter which your Department has suggested be sent to Jean 
Monnet, in which is proposed a master lend- lease agreement 
between this Government end the Provisional Government of 
France. " 

I addressed that to Ed, knowing he was 
and kno~ng he wasn't going to receive it . 
it to Clayton, altnough--

out of toy,'ll, 
I dian' t address 

H.M. JR : "I ac enclosing e master lend- lease-- " that 
part is all right- - "agreewent whicn this Goyernment is 
prepared to propose for signature with the ~rovi&ional 
Government of France. If this is acceptable to tLe 
Provisional Goverru.Jent of France end signed bJI our tYJo 
Governments , \1>8 shall be i n a position to discuss v.ith 
you the supply program t o be undertaken . 

"In working out the non-munitions portion of the pro­
gram, we will wish to consider tne status, actual ana pt•o­
spect ive, of t he Frencu gold end ooller balances ana determine 
to whet extent your Government will he in a position to use 
its gold end dollar exchange resources in meeting such non­
munitions requirement s . " 

Whet I am asking is, why WfS that not satisfactory? 

Affi . W~ITE: Those were the i dentical words ~e sent him . 
It was not satisfactory hecause they at the time ~ere 
including an agreement which they want ed us to agree to, 
and they were going to send with t his letter . '.',e wen ted 
to make sure that t hat was interpreted-- that our phrase 
lias in t erpreted to mean we wanted to discuss it Wl t h the 
State Department and with the French, but particul,r ly with 
the Sta te Department and FEA . 'lbat is why we didn t show 
you this. V.oen we got t his we talked to Joe and talked a bout 
it end said, •rwe have got to make it clearer, " so ••e drafted 
the letter of the 23rd, a na I called your attention to the 
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fact that it was a tougher letter, expecting tbet you 
would call a meeting if there was any doubt about it . 
And in that meeting there was brought out this letter 
and the statement. Now, I don 't remember whether you 
called a meeting or whether you just called me i n. Oh, 
you didn ' t even call me in, you walked it over. v.ha t I 
did witn tne letter was, I gave it to Yost and consi~ered 
it wasn't signed. I planned to take it over, and if it 
wasn't agreeable to th~ I would ask them--! don't remember 
whether prior to that you talked with me on that or not, 
or whetner you went on the nose. 

H.li. JR: I can tell you which I talked to you about . 
I remarked, "Don't you t hink this is welcning on it? • 
But I discussed it with you. I still haven't gotten this 
clear . 

MR. DuBOIS: In the first paragraph of the l etter 
to Monnet he says, "I am encloSlng a master 1eno.-1ease 
agreement which this Government is prepared to propose 
for signature witn the Provisional Governn.ent of France." 

Now, the point we were making in this letter, which 
I think, myself, a very sound point, was before you pro­
posed your signature on a lend-lease agreement to the 
French, let's be sure we understand what the agreement 
means, and the other part of t ne letter ought to be settled 
before the agreement is proposed. I read t his letter 
very carefully. The way I understand it, in working out 
a non-munitions program, we sign a l end- lease agreement 
and then work out a program. The only point we were making 
clear in this is you work out a program before you sign 
your agreement, and Monnet would have every r ight in the 
world to interpret this, aa I did, that be signs the 
agreement and then works out the program. I thought also 
in one point it was very clear you didn ' t aant that . 

H.M. JR: I hav.en' t changed my position . The only 
thing tnst bothers me is, I am not quite sure a~ to how 
clear I made it at Cabinet and that is why I said to 
Vrbite, "Am I not welcbing7ft because of what I said at 
Cabinet, you see . 

• 
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Now, the thing tnat was bothering me was I said 
that this letter to J.fonnet--he could interpret the thing 
and get the agreement, and the thing could come afteruards . 
In answer to tne letter of the 23rd t ney made it very 
clear that they didn't agree . 

tm. WHITE: Not only that, but I knew something I 
don't know whether I mentioned to you, that Will Clayton 
thinks their present balances are not too high. I thought 
t hat they were . To throw all that discussion in after 
we had given Monnet the lend-lease agreenent, I tnought , 
would put us in a difficult position, and I said, "Let's 
thresh this thing out among the Departments· and get an 
agreement first: and that is what we implied in t hi s para­
graph. 

They took this paragraph out, and instead of ca!ling 
a meeting, said they wantea to send him the lend- l ease 
agreement witn the paragra~h which we had demanded. We 
came right back and said, ho, we want to diseuse these 
things first . " That is the sequence . 

.. 

H.M. JR : The tni ng is, I am not changing my position, 
which I think is the correct one. You will never get the 
French to spend any of their money unless they agree to • 
this thing before the master agreement is si gned. 

\Vhat Twitty told me yesterday wee that he wee told 
Monnet was pr~ised this thing as of Tuesday following 
Cabinet . This thing is clear now. 

YR. Vffl i TE : Yes. I think the only criticism you could 
have is that in your signing or your consideration to si gn 
the lett er of the 23rd, it should heve been made clear to 
you that we received this letter and the other, and that 
wasn ' t shown you or made clear . 

H.M. JR: I don't think it was shown to me . 

MR. WHITE: It couldn't have been. I know I didn ' t 
show it to you. 
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H.V. . JR: I will se.y tuis now so you won't misunder­
stand it . If you had shown it to me, I would have done 
just the se.me thing. 

\ 

MR. \VHITE: I shoulc think so . 

H.U. JR: I mean, I would--I sti ll would have . 

h~. WHITE : We assumed that , t hat this did not meet-­

H.M. JR: I think we all moved a little fas t . I 
don't think- -but, of course, whet I should have called to 
their attention is tha t the letter st arts out t hat way, 
referring to it . I never thought they T/ould accept the 
letter, but i n the mixup wi th Stettinius leaving, Grew 
taking over, and all that, the.)' di u accept it . 

MR. \~HITE : You see what has happened. 

H.M.Jii: If I had to do it over t.gain end you showed 
me the b!onnet letter and they pointed out those two 
paragraphs today, I would sign it . 

MRS. KL07Z: You woulo, under t he impression that 
State end ~·EA were pulling a f ast one and had prO.Illised 
them lend- lease? 

H.M. J R: There is no question in my mind he couldn' t 
manage this thing. Twitty came in here yesterday and said, 
"Mr . 1!orgenthau, I underl!tand that you have t hroYm a monkey­
wrench into this t hing; it wa s to have been signed by last 
Tuesday ." That is what he told me . 

Then I called up Clayt on and said, "Let me ask you 
a question . Were you people ready lest Tuesda¥ t o sign a 
master agreement?" 

"Clayton : 'I think we probably ,. ere . 'lie had the agree­
ment all ready, end that was what ~e thought ought to be done." 

"H.!.t: ' Yes . '" 

"Cl ayton: ' That we'd sign a master agreement with them, 
and then work out the details of the implementation of it 
as to what they woulo get and how.• " 
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"H.M.: ' Well, he had part of it .• • 

I guess I must have told them. Let me go beck. 

MRS . KLOTZ: Tuesday of--

H.M.JR: "H.AI.: ' I just thought I'd tell you that 
somebody has leaked t he story on this French Lend-Lease. •" 

"Clayton : 'A man named Twitty, I think it is , had 
called in and wanted to get some information, but you 
wouldn't give it to him.' " 

"H.M: ' Well, he 's got it, you know, that I threw the 
monkeywrench in.'" 

They l'lere reedy to sign it last Tuesday . 

MR. VffiiTE: I have another bit of information that 
I forgot about . 

H.M.JR: fut it is too bad we couldn't work it out 
in the roan together without somebody leaking it. Let me 
just finish . This is what I think happened, and I haven't 
told you this . I don't know who, but somebody told Twitty 
it was ready last TUesday . I threw the monkeywrench. I 
told him enough, but I didn 't tell him about the Ar.my. I 
did take cere of myself . I think what happened was that 
Monnet and Harry Hopkins were going to do the grand bold 
gesture, fly together, because Clayton told me they were 
going to fly together, and in their pocket was to be this 
agreement. Monnet was to arrive with Harry Hopkins and 
the master agreement and hand it to DeGaulle, and Hopkins 
would bui.Ld himself up, and Monnet would build himself up . 

MR. WHITF.: I couldn't understand why it had to be 
Sunday and not Monday or Tuesday. Remember, I said there 
were seven planes a day leaving. 

H.11 . JR: Now you know. Hopkins left on that Sunday. 

MRS. KLOTZ : And Mr. Clayton told you that? 

• 
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.I.IR. WHITE: That is t he explanation , Vilat is the 
date of that note? I heve another bit of information. 
Clayton called me up on January 22, I think it was that 
day, to say that this wsa what he was sending over. He 
read it over the phone. He said, "How does it sound~" 

I said, "You know bow tnings are over the phone. 
Didn 't you take a couple paragraphs out of our letter?" 

He said t ney bad. 

I said, "The;; sound all right, but I couldn' t make 
a decision like that . You miss t hings heari ng t hem over 
the phone. ~ill you send all the documents you propose 
to send to Monnet and we wi ll give consideration." 

Be sent this document over, and I called a meeting. 
He may have gotten out of IllY conversation on the morning 
of the 22nd a feeli ng that everything would be all right. 

H.U. JR: Well, I wanted to get it straight among 
ourselves. 

lffiS. KLOTZ: You have got tnem all together, 

H.M.JR: This group here- -

MR. \',BITE: This was lert out, but it wi ll nave to 
be added. 

H.M.JR: I looked at that; it wasn't added. Of course, 
I am not suspicious, so--

lffi . muTE: I dido It t hink we ,;ere in anpay- -

MR. GIA SSER: I dido' t consider tnis terribly important. 

MRS . KLOTZ : It was in Mr . l~orgenthau ' s mind, because 
he aidn't know of its existence, It wasn't in your minds, Don't -alk off with t hose , 

.I.IR. \\'BITE: !I this your file? 

• 
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H.M. JR: It is also clear that Hopkins and Monnet 
were to have stayed together . 

UR . WHITE: Why didn 't he mention that? Of course, 
that explains wby he was practically in tears when be came 
to see me on Thursday . 

MRS. KLOTZ: You had a little note attached to this 
23rd letter, and you said on that that Uonnet was going to 
die the minute he knew that this had reached t he State 
Depar tment, or something to t hat effect. 

MR. WHITE: I sai d t his wae going to throw him into 
a dither because we wanted to have this discussion first . 
He was supposed t o have left last Sunday, and he saw me 
before then . 

MRS. KLOTZ : He told me the very day he saw you 
he saw you that evening he saw me; you told me that . 

MR. v.rniTTE: And that was before Sunday. 

MRS . KLOTZ: Yes, before this last Sunday, last week . 

H.M. JR: He saw you in t he afternoon and Mrs . Klotz 
that evening. 

YR. WRITE : Saturday evening . 

H.~: . JR: He saw you in the afternoon and-­

MR. Vil!ITE: :lhat was prior to Sunday. 

J.m.S. KLOTZ: V.ha t I think, .Mr . J.!orgenth.au, I remember 
in my own mind, it must have been the day after the twenty­
t hird, because this letter had gone over to State Department, 
and then I think he came to see us . 

MR. ~HITE : The 23rd, yes, and t hat was all before th e 
Sunday he planned to leave. He .. s i n a dither because 
he felt that all his plena, aa you explained thew now 
which make sense, wer e going up in smoke. He expect ed 

• 
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to go back with Hopkins and the lend- lease agreement, 
ana his mission would have been a bUccess , He would have 
bean a big shot; Hopkins would have been , Then along 
comes this monkeywrench frow his point of view, and he 
gave all kinds of pressure against me showing that the 
political situation would be bad unless be came with 
something, and he wouldn 't delay his departure , 

H.M. JR: I didn't tell Twitty it was a Wnite monkey­
wrench. 

l.LR , WHITE : With wooden and gl ass handles , 
• ~. KLOTZ: Oscar Cox came over to you that day and 

said, ~. Morgenthau, you have done so much for t he 
French," and I think he was the one who started tne whole 
thing off. 

H. ll. JH: He started them off? 

MRS . KLOTZ: He got them into the thing and said, 
"What do you mean I am holding the thing up?" 

F'rau tna t ime Oscar Cox came over you got started 
on this. That I am sure of. 

YR. WHITt: You got started at the luncheon here wi th 
the State Department ~hen Stettiniue asked you to wait 

after lunch and di sousa a number of things , One oi' tne 
tnings be had was this Fr ench tn1ng. 

H.U •• rR: Tha t was January 4. 

All right • 

• 
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CON Fl 0 EN T lA"-

!lear Jack: 

In accordance with our conversation, I L n 

sending ~ou herewith copiee ot correa~ondence on the 

proposed Lena-Lease Agreement with France . 

~oura eincerel¥, 

liJiiiicJ •ta,; 

the honorable John J, ~c~lo¥ , 
Aeaietant ~•cretar¥ of ~ar , 
War Depar tment, 
~abington, D. ~ . 
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My dear Monsieur Monnet: 

I am enoloeing a master l end-lease a~reement 
v hi oh thie Government is prepared to propose t or eig­
nataee With the Provi~ional Governaent or rranoe. 
It this is acceptable to the Provisional Government 
or Franoe and eigned by our two Governments, ve shall 
be in a position to d1eouss with you the supply pro­
gr .. t o be undertaken. 

In working out the non-aunitions portion or the 
program, we will wieh t o oonsider the etatut, aotual 
and prol'peoti ve, rl the rrenoh gold and dollar balanoee 
and determine to what extent your Government will be 
in a poe i tion to ue e i te gold and dollar sxohange re­
sources in meeting euoh non-mun1tione requireaents. 

Naturally, it ehould be understood that any lend­
lease pr ogram ror the French worked out in adYanoe at 
this time will not oonAtitute a !ira ooam1t.eot, but 
that a otual delivery will be eubJt ot to the ohan«1ng 
demands rl strategy, to supply and tranepc:r t oond~era­
tions and the usual ooneideratione of prooureaent and 
allooa t1on. 

M. Jean Moonet, 

Sincerely yours, 

" 
W1111aa L. Clayton, 
Aee1etant Seoretary 

.::.:;. 

Ooaai11a1re en M1111oo, ~ : ..... ~ 
ProYidonal Ooni"DDMn·t of ~e J'reoab Jepu"bllo, : 

1800 Maeeaoauatta A•••uae, I.W., 
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() lhis is the proposed press release 
which tbe ~tate Department prepared. 
It was decided not to use it. 

.. - 3 
' ' 

I 
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MI MORAJ! p l1 K 

laDU&JT )l, 194, 

SllbJeotJ RtltUopt wl\ll !ttpoll 

l. Dbouatlont art proot!41q ad1ttaotor1lJ 
ooaoeralq a Fruoll ltM-l!!!! acre•!llt. • • teal t ll!t 
til!•• 41eouee1oaa are aearlac • eoaolualoa eo that 4et1-
ll1te propoaala -r b! pr!!!Dt!4 to tile Fr!lloll !OOil. !'llt 
proOUHa!lllt all4 alllp~~at of oh'U1u euppl1ea tor Fru!! 
llaa aot 1ll &llJ war btea t!l&J!4 b7 t lleae 41aouaa1oaa. 

2. we are eat1af1!4 tll!t there llaa b!ea ao obatnao­
tloa to the ab1pp1Dc arr•DIIP .. '' worke4 out 1ll the 
r!O!Ilt Ropk1aa-Law ooanraaUoat. We b!ll!n '"'' the aareet allooatloa of thlpa tor the 11tt1a& of Yr!Ath 
ohll1u euppl1ea 41U'111c ltmaar,, F!ltrU&JT aa4 Jlanh 18 
be1Jl& u4 will b! oarrl,. out. · 

). Ooatereaoea !MDI u.s. Oonnaaa\ 4epar1.11!&\t 
cl'llr1Jic tt.~ i""•t :-. ~; " n ::e: exo!ll!ll\ proCftte 
oa the propoll&l to -rae bto oae Freaeh aaUoaal ilu»n 
procrua, all Mttere rel aUa& to the proeur .. t, thlp­
••t ua 41etrilNUoa of :rr.oh olrtUu Rppllea. 

LA :SAK:KC 
l-)l-4~ 
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DICTATED BY OSCAR COX 

,.. •• r 
' 

Secretary of the Treasury Henry Yorgenthau, Jr,, Foreign 

Economic Administrator Leo Crowley, and Acting Secretary of State 

Joseph Grew, representing the United States Government, and Jean 

Konnet, representing the Pr ovisional Government of France , an­

nounced that: 

Discussions are now going on between the two Governments 

with reference to the vital supplies and services necessary for 

the prosecution of the war, which are to be furnished to France 

under Lend-Lease and to the Uni ted States under Reverse Lend-Lease 

by France . The discussions have not yet been concluded . The 

discussions are proceeding on a friendly and cooperati ve basis . 

Pending the outcome of the discussions , supplies and 

services are being furnished on an agreed interim basis by each 

Government to the other . Substantial quant i ties of Reverse 

Lend-Lease aid have already been supplied and are continuing to 

be supplied by the French to our armed forces in Western Europe . 

The United States is furnishing, with the full cooperation of our 

own and t he Allied military authorities, as much war production 

and other vital supplies as is possible in the light of existing 

m1litary operations, shipping, port, and other war conditions . 

-
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lA rtpl.r pltUt 
rettl' \t 78011 

111 iter Mr. Grwa 

JAN 31 1945 

I ban 1our letter ot Januu7 ~. 1~. 
rdtrr1Da to the reoat 'h't&IUT lloeutt {lot. 
w-11'1? an4 w-2880) 1 .. u.a 1a oOIUleotioa with the 
trane!u to t he ouatoq ot the lrenoh ProTleioul 
Goni'UIAt o! the art obJeete and u hibitiOil aattr­
ial !or whioh the 'h'uatett ot the J atioaal Galler1 
ot ut han bee the outoiiau. 

It h nr1 arati!TlA&: to M t hat aatttl't 
ot .atul 1nttr11t to tht two ~part:aatl ou be 
htndled 1n noh a ut1ataoto17 II&ILDIJ". Iuotar 
u lltt within our ~j!"ill''t we ahall uke tftl'1 
effort to tuhtnoe t rtla louhip. 

Slnoer•l7 r ourt, 

Seoret&J7 ot the 'h'IU11rf 

u.&era\ le Joteph c. Grew, 

Aatla& S.eretar1 ot State. 
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TREASURY DEPARTMENT '~·'\'\/ (' 

(' , .. 
INTER OFI'IC& COMMUNICATION 

DATE l / 31/45 
TO• Secretary Morgonthau 

~,.DMo Tad R. Gamble 

Attaohod is a piece ot new material, "How to 

got there". This is to be used in connection with 

our interim payroll savings drive , part of which 

will be the movie for wh ich you were recently 

"shot". I call your attention to the use made of 

0 your letter on page 1 or this pamphlet. 

0 
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Some interestina 0 

facts about the 

WAR-BONDS 
you own 
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A MESSAGE • that this is what happens when you pay $75 
for a SfOO Bond? 

After 2 yeort it's worth S76.50 
After 4 yeort it's worth S80.00 
After 6 yeort it's worth $84.00 
After 8 years it's worth $92.00 
In 10 years it's worth $100.00 

And- if you aave regularly each week thill ill 
what will happen: 

WAR BOND TIMETABLE 

w .. klr 
SAVINGS AND INTEREST ACCUMULA ltD 

Sovin91 
In I Year InS Ytol"' In 10 Yeats 

S3.75 $195.00 S1 ,004.20 U ,163.45 

6.25 325.00 1,674.16 3,607.54 

7.50 390.00 2,009.02 4,329.02 

9.38 487.76 2,513.42 5,416.97 

12.50 650.00 3,148.95 7,217.20 

15.00 180.00 4,018.67 8,660.42 

0 11.75 975.00 s.ou.u 10,828.74 

Set your goal. Then keep on buying ancl 
holding War Boncla until you reach your 
objective. 

• 
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EDUCATION FOR YOUR YOUNGSTERS 

Do J'o• K•o111 
that the average coal of a college eduea• 
lion f or your hoy or girl, lneludln.c tul· 
lion and l)()ard, at a Sta·te univer th)' lt 
about 1500° a year, or $2,000 for the 
wbole4 yeara? 

The War Bonda you buy now rt!fularly will eome In handy 
when your cbUdren go to colles.,__.nd will need money 
regularly. 

THAT HOME OR FARII 

Do J'oa K•o111 

you ean have lhal house, farm, or 
eahin in the hill• in 10 yeaN and at 75 
eento on tho dollar hy buying War Douds 
now? 

Now Ia the time to decide what you need to aave to ge.t 

place or your dream~~. 

$1110 A MONTH EVERY MONTH 

Do J'oa K•o111 
If you lnveal $75 each month In War 
Bonda and keep it up for 10 years you 
will then have a $100 Government check 
eomlns to you every month for the fol· 
lowing 10 yeara? 

BUY AND BOLD ENOUGH WAR BONDS TO GIVE YOU AT LEAST 
A MINIMUM L1V ABLE INCOME FOR 10 YEARS tN 10 YEARS. • 

FREEDOM FROM WORRY 

eRh day o£ aiekneaa eoata an average of 
18°-and that a big pari or /nmily in· 
tlebte<lneu u the reouh of debt con· 
tracted beeauae or prolonge<llllne .. , ami 
o ther uoprepa.rednua Cor t.mergeneiea? 

BUY AND BOLD &"OUCH WAR JJOXDS AGAINST S UCU EMER· 

~FiiCJES "-"D SAVE YOURSELF A>"D YOUR FAMILY THIS 
'-f-INANCIAL STIIAL'i AND 1l'ORRY. 

•ou,-of·poc.kd co&l-nt>l conlid«rinJltn• o/ ptl'f. 
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U.Ve you thought about--Coint Into 
bouineoo for you-llf 

Here are some boulneMeo and bow much 
It takeo to ltarlt 

Filling Station $2,245 \HordworeStO<t $5,000 
Baouty Shop .. 2.000 Ore" Shop ••.. s ,000 
Grocery Slo~. 3,000 Sow M ill ..... 6,500 
Men and Woman's Shoe Store $7,500 

BUY AND UOLD ENOIJCU WAlt BONDS AND \'OIJ'U. BE SET TO 

OPEN A SMAIL BUSINESS B\' \'OIJBSELF OR Wlm A PARTNER. 

FOOD, RENT, CLOTHING-(Just In Case) 
•• y- ••• .., 
what it would eoot your family to Uve for 
the MJtl 6 monl11,1? 

One Month's Outgo: 
Rent •..... $ •••• _,_ 
Food ..... S .•• _ 
Clothing .. .. $ .... --
Miscellaneous . $. _ _ 

Total, S ••...•.. X 6 mo.S·-···· 

Figure out yo~lf what you would need. 
Juot in ea..,_,.nd then I 

BUY AND BOLD ENOIJCU WAlt BOl\'DS TO PROVIDE FOR 
niOSE 'l llL'iCS--JUST IN CASE. 

-

AND IN THE MEANTIME-

YOV DO lli.NOW ::>« r ;,:) 
that your money II ~· 
helplns pay for the () • 
plan.-, tanb, ahlp-. ,. ~ 

ammunition, and the 
important medical and 
hoopltal ouppUea to bring the boy1 back 

quickly ao that they may abare with you 
the plan1 and hopea of a poot•war world. 

Your War Bonde are deolped to play an 
important -part in your future. 
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Araerl«!ll I• nnd alUJ•rl• ,,.. llee. 

THE LAND OF OPPORTUNITY 

You have the opportunity for fuum. 

cial mdependence if you set up a 

savings plan- and-

I 
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TREASURY DEPARTMENT 

INTBB OFPICB COWMUNICATION 

"'~3 

,.,. J11: }I 
1945 

tO Secretary Morgenthau 

~ J . w. Pehle 

( ) 

0 

I attended a meeting tnis afternoon in 
the off ice of Senator Myers of Pennsylvania 
attended by a delegation !rom the Philadelphia 
Chamber of Commerce and the Board of Trade urging 
the establishment of a Regional Office at Phila­
delphia. They left with me a letter documenting 
a case fo r tne establishment of such office. 

I will send to you shortly a memorandum 
gi vi'ng you my recommenda.t ions with respect to 
tnis matter . 
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THE WHITE t(OUSE 

WAaH t NOTON 

J'IUIUI\ry -u, 191.S 

Referr\tlf( to ··our lett"Jr of January 

l .r.nwll ~o•:-n·; Co:tni!lsion, I ND sen<'inr ··au e 

11. • t of nnr.les ,-,ntch helve bem> ao-:>roved b)r the 

Pre •iden t . 

S";oa .·_,,.~ ), ~ 
',\TT/,~I,,:J 1>. i--L.\'"' ~S'!'T 

"ecr~i e r:• to the "re~i.dent 
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Ur . Andrew Auj:uat i.ne 
«Ol Diaston Street, 
l'blladephia, Pa. 

lire. llabel !;, llurphy, 
8 .Eut I)Uon St reet, 
Bordentown, H. J . 

Mrs. Mary Rilq, 
la cr,. tal. AYenut~, 
Hew Loudon, CoM • 

.Mr. L. B. l!acurd,y, 
Division of Weights ond ~easures, 
National Bureau of St.andor ds , 
~aahington, D. c. 
ur. J . J. Seeger, 
20 Blackston Eoul~vard , 
Providence, R. I • 

l.!re. Dav1d Levy, 
SOO Park Avenue, 
New York, New York 

iolr. John L. Alperin, 
109 West Brookline Stroot, 
Boeton, )Jaaa. 

ur. Wax !!. Schwartz, 
152 ','Test 42nd Street, 
Now York, 11. Y. 

Ur. Robert fiilaon, 
Liaa, Ohio. 
(l.:r. l1ilaon volunteers to 
pa.y h1a OWD expenaea) 

.llr. H. Olemrood Jo.vana, 
Cria!ield, J.:aryund. 

.l.!r. Sem•el F. lloffberger, 
215 Hort.h Colvert Street, 
Bal. tiaore, Eary1And. 

StJB!1I'l'T!'D BY 

Ron. Joseph F. Ouf t ey, 
Senator f r om Pennsylvania 

r-r: , - .,) 

Hon . Uary Norton, 
Congres swoman from New Jersey 

Hon. Cbase Coin& Wodehouae, 
Congres~woa:an fro. Connecticut. 

Dr. I.fman a r tegs . Direct-or' 
National Bureau of Standards, 

l!on. Robert l!nnnPcnn1. Chairman, 
!rorDcrat! c :ratt~nol ~ommi t tee . 

Urs . Charles !Ulett, Director , 
Women ' s tivislon, 
ilemocrat ic l!ational Co=ittee. 

Hor. . John ·:;. ~c Cormack, 
).;aj or it.y Leader of the Congress, 
!.:as3achusetts . 

lion. Andrew L. Somers, 
Coc . on CoinAge, ;:eights and Ueasrea 
ConcresstWl free New York. 

Ron. Rober t l'. Jones , 
Congressman f r aa Ohio. 

Hon, DaVid J . ::ard, 
Former CongressmAn f rom ~land 

Hor.. 1'11lliam Pres t on Lane , Jr, , 
~;~~~:c ~ational CJmaitteeaan, 

Regraded Unclassified



( 

( 

• 

(J 

JAN 1 7 1945 

Tile • r w' .Uaa7 c-loel oa , proYlt .. tor >e!or 
SMUoa 3!147 of ~» IInSe .. a"'tut ... 'rill --' a t t lwt • 111t 
at Pll1h4al""•, r•""'Pl' u,, 1945. 7M dod)' ot ~ be Oo- b a1oa 
lo to Uot ~be wot~ u4 rs ...... o r t ile eolu r .. on..S by tbe 
oo .. oNl IUn\o ctur1n& tho preoe41nl oftl..,4or ,.,..r, i n ol'4or to 
OM\lN a o eontoraUy 1n tllo ootao to thot r roepeo~SYo otaaclllrdo 
of wotl)t ..e ttaDDooo. "- ..-bero of t ht o eo..tool oa o ro 
_.... by P,.at4•t1ol oppolataeet. 

'I'll• lo• pi'OT14oo tllot tM a-t nloa oboll ooula\ of 
tM I IMIIO ot Ulo DS.trtot Court t or t be b.o~om D1otr1ol of 
P-•71Yaa1o, ~be Coaptroll .. ot U 1a Clou..,-, t be .UMyer of 
tbo Vat , ... Sht .. Anq OM oo a\ ... l o l'lt, Q4 ... oh otlwtr 
port!OIIO 00 \M J>Neidat ehall 4NlCJ1a \ O, 

Xo _,.. .. uoa 1a ,..nct..s ro r t ile aalb!ln or tho 
o-t.aotoa, b'llt t bat r a ot'llol Ul4 neooo.,.ry oXp•Mo r~ ,_ 
to P!Ullldel""o aa4 ,...,111'11 , by t.l!o .. .- diraot route, •at llhilo 
1a ott .. 4'llloo o\ t be oosotaao or t bo Coml1M 1cm, e re ro~. 

At \eelaod btorewtth So a llat ot- of itf'll ~­
rupooUu.U7 ~·~ tor appoia-...\ u ..t.ere o f \ ltlo 
c-tooloa. 

J'a1 \bhll)' ,.._,.., 

(Signodl H. Morgonthllll, Jt, 1 

)lt, J:,W, 111Jat - l/12/4S· 
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Wr, AlleS,_ AucuUae 
4401 Dhe\on lltr .. t , 
Philade1pb1a , P~ . 

IJra. Ill! bel I . lfurpby, 
8 Ella\ Union StNHtt, 
Do rdentoWD , ll , 1, 

Wra. lfal')' R1l q , 
lJl Ceyet&l Annue, 
New London, Conn , 

lfr . L . B. Veourd:r, 
DiYia1on ot Weighto and ~eaaurec , 
National Dur .,.•l or Stfll1411 rda, 
W·tah1nt~ton , D. C, 

lfr . 1. 1. S.eaer, 
20 Blaokaton Boulonrd, 
ProYidenoe, R. I, 

lilra .Dui4 LeY)', 
)00 Perk An nue, 
New To!4<, N, Y, 

~ .. . l obo L. Alpe rin, 
109 w .. t Broold1n e Stree~ , 

Bost on , ltolu. 

l!r. llax II, Soh,...rtz , 
152 Weat 42114 Street , 
New To!4< , N. T. 

Ill' . Roller\ I'll eon , 
Lilla, Ohio . 
(llr. wu- YoluatHrs to 

pa:r his OWil e;rpen11ea.) 

lLr. a. Olc..ooc! :!Yblll, 
Orht1el4, Val')'l aa4, 

llr . 1'-ae o. DoU&Laa, 
6o5 ~ lltPMt 
Bewut:, If. 1. 

Boa. 1oeepb r . O..rte:r, 
Senator rron PennaylY~Dia. 

lion. Mary Norton, 
Congreae.o•an r~ Rew ~ereey, 

lion, Cbftae OoJ.na 'ilodebouae, 
Conareaavo~:~&n hom Conneou out, 

Dr. Lyman Briggo, Direc t or, 
Notional Dureau or Ct nndarda . 

~>n. Rober t &L~esan, ChKl~, 
Deaoorat1o Ua t1onal ~ltt ... 

Mrs. Ohe rlu 'l'illett, Dlreotor, 
Woa.a' • DlYls i on , 
ll«<ooratlo N •tlODal CONtl n ee. 

Bon, Tolin II. l(cCoft'lftctk, 
~Jorlt:r Losc!er ot the Clon&l'e•• · 
lila Mohuaeue. 

Don. And rew L. Scm• re , 
Oowolttee OD Colnnp , We1abta and WNwrea, 
Con,gree aMD t roa ... To!4<, 

lion. Rob8r\ 7 . 1onH, 
Oonsr-a-.. t"roa Ohio. 

Ilon. DaY14 1. l'ord, 
ro ... r Oonaru• aa r ro• 1ta171 .... 

JJoe, A. w. Iii*••• 
8-aator hoD lfe>~ 1ere.y, 
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lbaol'llbh WU11aa H. Z:lrkpe.tl'iolc , J'u4.:.• or tt.. D1etr1ot Court, 
l'l~~etern D1atr1ot o r "-nnayl Yllllla . 

llonorabl • Presto11 Delano, Oanptroller or t~ ~urt'ftllOJ, 

Ur. J'o,..ph s. Burord, Cbht AaJN\1'tr, u. s • ._..,,. Ortloe, lin Tort.. 
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TREASURY DEPARTMENT 

(} INT.It O I'I'IC• COMMU NICATION 

DATil 

To Secretary MOrgenthau 
January 81 , 1945 

,.o,.. Mr. Luxford 

() 

0 

For Your Information: Murray Bill Comment 

On January 29th, Senator Murray inserted in the 
Congressional Record letters he had received from executive 
department he ada commenting on the Murray "full employment" 
bill. . 

The letters were all sympathetic and I thought you 
might be interested in the following excerpts : 

From Mr . Crowley: 
11 I am wholeheartedly in favor· of t he 

objectives sought to be attained by the bill 
and the approach taken toward that end . Every 
Anwrican able and willing to work has t he right 
to a useful and remunerative job and it should 
be , as section 2 declares , the responsibility 
of the Government to ~arantee that right by 
creating conditions which will tend to bring 
about cont inuing full employment." 

* * * 
11 * * But , if private enterprise cannot 

alone meet thi s burden , direct Government 
investment and expendituras which not only 
will assure full employment but will add to 
the wealth of the Nat ion must , as the bi ll 
provides , be undertaken. ~· 

* * * 
"I have been advised that the Bureau of 

the Budget has no objection to the submission 
of t his r eport ." 

r ~ ' ' . 
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From Mr . Stet tinius: 

".b you know, my associates and I are moat 
interested in the development of an effective program 
for full em}lloyment in the United States . Such a 
program is 1ntimately r elated to our general efforts 
to b.lild a secure and prosperous world in the post-war 
period. Therefore, it is essential that the ape cific 
methods which are employed to promote high and stable 
levels of productive employment should be formulated 
with a view to their international implications ." 

From Urs . Perkins : 

290 

" * * There has developed a realization that it 
is the responsibility of governments to provide an 
economic framework Which will minimize the dislocations 
that lead to depression and to intervene directly to 
maintain employment opportunities when other measures 
fail . At the International Labor Conference in 
Philadelphia the United States Government accepted 
and sponsored the pr inciple that each government 
recognizes its duty to maintain a high level of 
employment ." 

From Ur . Vlickard: 

"Your draft bi ll •to establish a national polioy 
and .progrem for assuring continuing full amployment' 
~ proposal of real importance and significance. 
Any proposal to relate our F'ederal fi scal policies 
to our national economy in such a way as to maintain 
full -employment and insure high le vels of business 
activity is wor~ of our deepest consideration. 
Such a proposal is of equal significance to all 
segments of our economy, including agriculture. " 

FrOlll Mr. Bowles: 

nl therefore strongly favor the assumption 
of t his r esponsibility Lfor full employment] by 
the Federal Government t hrough legislation careful~ 
dr&llll and fullf debated by the Congress. The dr&tt 
bill to establ1sh a progrem for assuring full 
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use of our resources of productive power and of 
manpower seema to me to be intelligent end practical 
steps toward carrying out t his principle . " 

* * * 
"A f1rm commitment by Government to devote to 

useful public projects any portion of our national 
resources whi ch would otherwise run to waste in 
idleness shoul d actually minimize the contribution 
which the Federal Government will have to maKe 
to keep total national expenditures, publ ic end 
private, up to full amployment l evels ." 

From JJr . Bland.Cor d: 

"The objective of full employment , sought firs t 
and primarily t hrough t he medium of private 
enterprise , secondLy, through public stimulation 
and assis tance to private enterprise , and thirdly, 
by useful and necessary supplementary programs 
financed in whole or in part by t he Government, ia 
an objecti;ye upon which there .is noo fairly common 
agreement . 

Regraded Unclassified
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( of Mr . VIall ace 
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I n 11t1 telltillpJV before your Coad. ttee on J- .ry 25, 1945 I ~ .. 

an ~eel eta~ of 1110' via. on belp1JIC eae.ll bue1n~- to obtain 

Bow I ~t to .a 1t pert eo tl.)' clear to bopn with that as eat&Me to 

the a..U bue1neeenan 1e a pNrequieita to ~~tree ctezprl.s e. I beline 

that tr.e ctezprl.se - 1:10re tban the r.l.abt. ot Ntabl111hecl bwllneee oJ"'IIUUi.. 

zatiODII to proct.e am ..U &OOde 1Ulder COiipitithe oold1t1o111. I bellne 

tnat tree en~• -t alJto sean the oppozotallity to move up 1be eooiXIIO;iAI 

scale from workle.r to-r. It ..t- the OJ)IlOMald.ty tor the efti~ 

and 8UCONetul ... :u bueU.,-n to eXJ)BDd 1n proporticn to bie a'IIU.Uy. We 

met allle IIIIJ'8 tllet lack ot adeqQate capital to n--and. upenct' nc 

and. gron, aJXlit can ccpud aJXl crow c:al;v it DeW enterpl'isoa are born allll 

peraittecl to develop. b l1f+lood ot prhate 111terpriee in .._rl.c:a i e 1be 

- bueiDe~• aJXl 1.ho ..:u ~~- Witbont r;ore am ~l'iclla ..u 
bu~N it will be illpoedble to aintain a hcalti:O' ecCIIICIIO' and hiab 1~ 

ot -.pl.o,.et.. 96 penet ot the bue1neae at.rprisee in th1e ()IOWI\ry haw 

.ad 'lin.,._, ts.r. 1n tbe ~ ue IIIIIPlOJed in derprl.eee w1 tb leee the 

20 woftlere. l e -.t not tor&et. tbat these .all bwlu-N are tbe tOWldation 

011 1lb1.tlb the l.lrp ~ at the .f\t~ w1l.l be 'llaUt.. 

Ccm111vT • eft :roa ta::f baw- in Ule pren, I • DOt ep1JWt tile 
... .,.... 1 -' - bue' n and. •n bQeineae eatazprl- t or tl:d.e -tit)• -
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1.t •• alte eun t..at 1be eeeda t or 4rgs •=~• lllt.el1'rla• are - t v ill 

I t 1.8 ~ wban hr•ge ble11113aee a re oODatantl.y ~- to tile U. 

OCIIJ)Itit.icn ot -l;r-tor.d .net expanding b!wi neelell that our IOonc:tQ' 0111 

1 1p bMltll;f. '!he ~· we alte 1t d1 tticult to eatHUab - bnlinMa &Jill 

tor ei't1eilllt ..U bla1 - to iJOII aDd. o::pmlc11n ec.p.t.iUon with large ba.dnen, 

that ct.1 we aou.nd the dath kJiell or prhate enterprue and gh e a 't'eote4 

interest to .ai'IOp)l-7• 1bt pw.t <luger that llee betore ue, t he thl'eat e-.mnn 

'tlbiah we - t proteat Oll.Nel't'M 11 tba fP.'Wing tenleney to IlPke 1 t s..;-111ble 

tor ..n 'bu1De11- to get e JIDQgh capital to a tart and to «P-""• 

Thera ar e ~ new frontier~~ that await Aalerieen entorpr1ee, '1blo' 

J)I'O'Iide IIIIJI&Nl.lal.e oppol'tml!. v tor tbe 111Uiana of the 70UZ1S - aDl wo-
~ in the a1'MC1 forcee wbo will retw-n home aDl the 1111lllone of- llld wcaeD ·mw 

tlllPflecS 1n war work wbo 'li.ll haft to tarn to peeceU. puwu1ta, W.V ot 

tb.a ba'\'9 aoquirecS 8J)I'rlel1_. a-ledge m1 tal«lt ae a reault or their­

t1a1 .xper1eDCe. America will. greatly profit by proT.1dl.zla th• with llll 

oppo!'t;wl11u' to u11o tbdr new lcmwlecSge - to Ulle 1 t i n tbe A.erican wq. 

u~e JMW inclil.tr1&1. t1eld8 are openecl up and old field8 are Opt 0J1411 1:lo . -_.J!• 

Ulb1Uoa8 and oo.pet.t 70V-"I MD and- who e- reaeoMN e pi'Oid.ee 

tbr bueinell ~-· ~r1ean i lldll.lt.ry will atepate, '!hat OCl a-.D o~ 

~taDd.t.o.W&c."'Oo 

I do DOt ~ the -poliet.i.o bae1Ja- or tlodll:1 haw ~ Oo6-

.S:ren J'i&bt to keep tor t~ &hu tile baeineoa ot 1hie oouW7, Bic -.s.­

- -t tarn the riFt to : 'n b1& bJ '* .,..,,,. et a.. con or 'r 

Regraded Unclassified



-3-

&:iYiJII tbe c-b-tter ~ at u. -coat 111111• la1m' n1"i aD4 

~ m l'ld..nc comi tiona tor tbcl.r e.pl.c,.... in halWIJt> w11h till 

km·ican atudanl or li:e. 

'!be canoer ot tree Cllterprise i a oonopU,y. FI'M atarprbe thrhee 

on - bunneeaeo and the GZ)lUJIIion ot the a.ller o~ tbat. ha'ft pJ'Oftd 

aucceeatul. America baa atood tor unll.d. ted oppcrtwdtu for the an~ 

~. i::le.gination and ro. a~n~o!'lllDeea to riee to ild-trial. l~hlpJ 

and n lmllt insure t.1le cont.inD&,_ of t.Ma tmdition. 'the worl<or mn. 
., 

ha~e an Ollpor1illnl ty tD Ql'ft from hie benoh t.o a ea.U b.uli . .neaa or hie o.1 

aD4 t.hro11811 enerc1 and ~iaion build hie buainl:n 1nt.o a greet aat.erpriee. 

It -• that oprortwdt.y 'llhich mode JIOII&ible the ecoDOIIic pl'OSJ't'tl& ot til 

UnfW States, and it i.e onq "f1 aate£Q&rding th1a - opportanit.y 1bd 

( it will be poaeibl.e tor tha Un1 ted Stater to tul!'lll its '*'ti!V'• 

c 

There wne a tiaw and not so l ona ago-when an abi~ ~ mu 

cou.l4 e tlll't a b:la:!.neas ot hie 011!1 with a t• tbouecld dol l.c-8. llecna?e 

ot the i ncreuocl MChaJii:~.~~tion or 1111Datry, aDd tha JIIIXlendll&tion ot auket.­

iriS teolm1quea n.n a -ell -..1M bueinerle if it i a to operate .-. l2 I ~ 

_... tar_.. capital.. Bat. f'M1 11U. tor aeauri"i apportald.Uee to 

..Ue IIIICh capital qy ..U bueinese have ll<'t e xpanct.cl. with tbG ~ 

...ct. 'lb1l.e it 1e euy _,&b t or a lara• corporation t.o .tloat- equ111r 

-n.u- of ~ lld..ll1on or mre a t a ood of S paa 1 \ ot tal. ~ - aal 

to ..U tMae eeouri\1,. on a 5 or 6 pe-t )'ie1.4 tada, 1 t. 1t1 p:rMtS.•' 1~ 

1J11108eibl.e t or a ..U. bueimaa to _,.. ~s,oc.o or $!JO.OOO tor eqa111r 

capitAl, v.cept at a eoat. ~ 20 to 25 paaMD\ of tbe 1- aJI4 tbe -nU.. 
, 

81&t then b e 8Gld at a yi.ald ot lO or l2 J18N811t, or 8"ffiJD -roe. 

• 
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&lee .ull 'bcuti neu ent erpriaee do ~· to reiee capital Willer u-e 

on-.. t-. ~ .,re pro8J)eetin ~terprian d.1e .U•lbonl ~-

tllq eamot lmll'l ~ to ~'a:¥ auch hich cbaJoau. 1blse tiprea •n 1~ 

cl•r that even llbere a.., :!.e f ortu111te SIOU&h to be 8hlo to •-re 

fira• cillg, be .to. eo at a coat wbioll budicas-~ in hie afforta ~o 

coapeta with tho larpr ooncent thnt haa rcac11 aoceee to oapl.tal. Bo om 

copiaant ot tho !Rete ca:n doubt tbat inadequate aJTa.J~p-ta f or f1uncinc 

are ~t det.errent.!l to the ~ ot - bunmse and tbe e:xpeD~ion 

ot a!Mll. bwli neaa in the United States . 

'lh1l! 18 not a question ot ideella. It. i a a atubbonl tact that a..U 

buaillDU i n tbilt countr:r doea not ban an opportunity to seoure tba oapitu 

( i t 111'" f or ita develDpoent and &~Wtllo In IJl:i teaU.O~ on .lallllll')' 25, I 

celled att ention to tba tact that acae i.nveatlllent banker~~ t'ull,y recogniM 

(.1 

the areat naad !or now lenrl'..: 4nio• to auui-e adequate tinanein& tfltr 

..U bleineu. One ot theM ID'. FeJ'di,..,., Lboretadt, an imee~t laz*ar 

with ,1hca I ael"ftd on tbe roar Prc<Juction Bca rd, baa denl.oped a propoaal. !Otr 

fcml1n& local. 1.nvea~ CC>eP""h• or~ ot ca ita! to be obtai-' troa 

l.coU bwlt.-, barb aJid puhl1c apirited ciu- aDd 'llbere nn•n•J'T ~ 

t1ow f 1Di• coul.d be aeouftd boa Gcmt~11a. Bow I oall ,.,ar attention w 

tbe fact t.bat &lnator 111ft. hu i ntrod!IMd a bUl ct.m.plll to a14 in 11111 

fi.nanciJII ot ..U bu1De • cterrprl.H b;y pJ'C"'1.dinc ene~ irw 

ot l011~ten. ~ •de b;y badat aDd ~ oo.pam• and of atiMk ...... 

bal.d 111 tM pc:rVDUo of inY•-.rt OOIIPJII.-. 

'( 
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tM LF.C. ..n. ~- pan l:11 I ..U lllaft ..._ ~ 1C e 1dlia ..W 

lllaft ft1W tllSa P-' .... I' ..U ......... - .t 1'- '- I a 

I'll 10 Ill te ~ Ill IU tt d. t• .-11 'llu~. I' -.lt ...... '" J)r 

a '* 1 • ~:a.i.r tw - .... ,.u. arm ~- ..,.nil et .-11 rnl: ,.u.. Ill\ 

u u ~, .. ~UlliN-'_.._ et~ .,.,, .... -. .,..u~ 

-'-\o hr T u-. '- a NIIJ4 .-.,_n i.MeM lit' tale .....VU\lw ft 

c.prc•s. ~ 1~ opeMbru t.r ~lllr pe..W tJo. \M •• •-ns. et 

\lie c.,...\lw - '*..., 2, lt312, - lr;h ..... 30, 1~ -" ,_ 1-. 

t.r -~s-14et-, tale LF.C. liN ... ~ \IYa 90 000 leU8 te 'u'•" 

~ ~ U. 1an 12 ,...-.. ftd.e Sa a piHH• e• rt _. 1e a ••'*I 
,..... • !law - 3 Jlillion ..U -..s..-. 

I ~ 1\ Sa DM ~ 6tW I rJa1-. illll:rt'TM wll1all .t -ral aQWa 

.. - w lllrlp ~ t~l-. t ... -u-.s..... n u s...-hnl: ~ 

tha\ .. .... ' aaab~ -u .. ,_.. 1a ....-1e& tNs pri'PM '-'"" 

- fit 1u rbk .-pual. I~ Sa s.p.-tr• ~ do " wlta.a~ toeWiec Ul­

•••1....S, 1U-.ctrball &1111 ~ 8penla\ift WDWM &114 wi\llee\ pa\UIIi 

• pnn • ·~ 1e .,s...,. !lilt •- ot ti'M •kiP*S.. 1a k clw •U­-ift4- n.u..a a • ..._~,..... 1\r wrt1a. ftl8 eep1Ul er11:11 lit' 

ti'M • ....,.,... reu\ •- tJo. ,PI"ift!M ie _ _.._ •· !lilt ala et \lie p:vea I 

.n w u, .... \o Uta ot aa s-- et \liT ....,_ u 1 iUD \liT\ Jll'i.,.. 

,..S... 1e ... ~ U - DN M UW ti'M WhaJ11ee JII'"Ybl J8 T l:rnl ... 

a'e ••~WMr,..,_..aa•utirlr~~ 
ftl8 JTfiiC1111dela I ... rQ I - ~ tale lle•'t111fifi'P-·· t' U -. 1\e 

,aft 1e ..., ...... _, ... tale puc~ ... *IJ T i.ell fit llubaa I 1 J8 S.. 

c 1e tllia W 1 ) 1e a -- T I 1 1e k tale 1llf' Sa .s.e1a ~ l&e•eNa--•· 

Regraded Unclassified



... 

( 

_, _ 
ns.laW .-11-. ""'VIlli_..__._ '""'" ..._. tM W.l • .l. 

,. ... -. 111n u _.. tile r.I.L F*ii* Jri""' .._.- .m ... 
'I .... 11r Jri""' 1 taa.-.s, ... a-u• tlir Jri""' u.u~ • 
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CONFIDENTIAL 

THE UNDER SECRETARY OF STATE 

WASHINGTON 

Dear Mr. Morgenthau: 

Thank you very much tor sending me, 1n 

strict oontidence, the photostat ot the 

memorandum signed by the President on Janu-

Q ary 18 in regard to the proposed legislative 

program 1n the foreign atta1re field. 

0 

0 

Sincerely yours, 

Joseph C. Grew 

'l'he Honorable 
Henry Morgenthau, J r . , 

Secretary ot the Tre&881'y, 
Vae.h1ngton , D. o. 
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.. 7 •• •• Jean ••' ,.. aM RPS.l7 ...... , .. ,._ , ........ 111•••· 

I IDeeNl7 PQ%'1, 

(Sillnod) H. Mo~Qentl'lau, Jf, 

-· •.•. :Mi ., ........ 
..,. Oltw.• ••••• •• 
... bbl .... Dele 

,_ 
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.... n.. llla&t 

r • r opl J ia& t1o .,_. let._ fll 
z-rt M, lMI N.,...U.C- J1 I'l•U• 
fill..,_. •••• ~·a. •• ... •• leu: at 
~ ...... .,.---1oM. , .. ,.. 

I • t•MI'41• a • ..,. fill )'«<I' lotwr, 
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pJ'MIIIIalll' fill ... QWaW ...... 86 ... 
aowa h o11ondal to •• Oh.laaM .. 
•tt-'· 

.(811111111 H. MoroontMU, Jr • 

... .. .. ..... 

.. IE I!c" llfto~ 
1100 011-.v' st. •·••• 
.. elalli&MDt De o. 
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JAN 31 1945 

Deu •· CJ>wl.,.t 

I .. to....Uaa Mr-ewt.\b pllotoataat f6 
~\tar datod ZUaai'J' h 1 1MI ..... l.-4 froa. 
Dl'o ! o B. Dla& .._._,.., wUb pbotoeta\ el 
a~aeleftft tbero... .......,.uq appUaa t;t.aa 
tdllell t:M luwl~ .._ .... O""'p"'Q' baa 
..... u. .......... u ... 1'4 t• pel!lde• 
elu \o ........ , aa a44Ul• • tiMllP 

""·~·t·•· 
I 1DIIIlva'-4 tlla' t!ala a tter sa ... 

•• Uanall• ••• .,._ a&IMJ' ... * war PI'OtaaU• ._,.. 

nr. JDma baa Mea lAtwAI ua• •sa ............ ",. ...... ,.. ....... 
wltla a atJat..•t o1 tiD opla10D va• u. 
..... en ., ....... a =• 0, ~ 
.... 11 NSS&tlal ta a. O~ae .. . , ... 

lblllniKi l H. Morventhau, J• • 

... ,.. 7. II'NJ.e)'., 
t' ,., ... , •• 

._.lila .. ..s. w=••atrau-. 
-~ D.o. 
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MFC- 1672 1945 FEB 1 
This telegram must bo 
paraphrased before ~ng Dated 
communicated to tlnyo'W~:~•ti ,ATfOIIS 
other than a Governm~~·,ECO~OJocld 
Agency. (SECRET 0) I'{_, I. ),1) 

Secretory of Stote, 

Washington. 

DIVISION OF :: .i.S 
CENTRAL SERVICES 

TELEGRAPH SECTION 

January 31, 1945 
' 

10 :25 o. .:n . 

136, January 31, 3 p ,m, (SECTION ONE OF ~VO) 

TO SECRETARY OF TREASURY FROM ADUER 

Review of 1'1n:mcinl o.nd economic situation, 

One. Note circulation December CN dollars 

189,461 million, an increase of dollars 19149 million 

or over 11% ov~r November , Heavy December incronsed 

up to end o1' year se t tlements , advances for Johuary 

ond February and oxtro budgetary mili tary expendi­

tures to meet emergency. Note circulation increased 

over 150% in 1944 os compor od ¥11th 120% in pr evious 

yoo.r. 

TWo, Pri ces , (?) bank 'c6nf 1dont1ol r~ tnil price 

index for Chungl<ing Kunming tlnd Chongtu: Soptombor 

48, 000, 109, 000 ond 58, 000; October 54, 000, 116,000 

and 62 , 000; November 59, 000, 126,000 and 69, 000; 

December 65, 000, 127, 000 and 76,000, Porcentogo 

incr eases January - December ond September - Decem-

bor: Chungking about 225 and 35 , Kunming 260 ond 

. . 17, Chongtu 

Regraded Unclassified
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-2- #136, J.:muo.ry :n, 3 p .m. (SECTION ONE OF Tl'fO) 
1'rom Chungking 

17, Chongtu 160 ond 31 . Thoso incronsos nrc per­

tinent to any discussion o1' 1'inancial settlement 1'or 

ar my expenditures 1'or October - Docombor 1944, 

Pricos in Chungking estimated t o hnvo risen not 

l oss t han 2Q% during January • 
• 

HURLEY 

JI!S 

(?) Ropotition requested on abovo portion o1' messcge , 

Regraded Unclassified



DEPARTMENT 
__ ,oF 

STATE 

INCOMING 
TELEGRAM 

DEPARTMENT OF STATE 

D IVISION oP: J.. 7 
CENTRAL SERVICES 

TELEGRAPH SECTION 

OIVISIOM OF 
0 

k 
ALH-166 hung . 1ng 

PM ~d January 31 , 1945 
This telegram must bt 
paraphrased b£tor!IJ4~f l!882 
communica ted to anyone 
othEr than a Government Rcc 1d 5:44 p . m., Feb , lst 
Agency. (SECRET O)"O>" 1:\TD!lS 

~ sco .. os 
Secretary of State 

: -·' ~0 .. ) 

Washington 

136, January 31 1 3 p ,m, (SECTIO!I TWO) 

ThreE. Chungking clearing house clearings which 

WErE $201 000,000,000 1n blwlry l94t WErE ~77 1 000 1 000,000 1n 

November and 87, 000, 00(\000in lb:onba . Total clearings 

year WErE C58l , OOO, ooo,ooo. IncrEaSE in mo:nthly 

rings reflects growing virulence ot inflation. 

vc Bank monthly intere st ratEs ore a% tor oonsErvo­

loans while Central Bank rate tor discounts and 

bdva''"cs to govErnmEnt banks is 1 . 8 monthly. 

Four. Chungking open IIICrkEt ro" tozo United 

States currtnoy 460- 500 (Kunming around 550), thitcd 

States dollars bonkEd total 275 , bond coupons 430, 

savings certificates 38, United Clearing Board chEcks 

sold at average of 300 spot in D£ctmbcr, when forward 

sales discontinued; amounts old United States dollars 

l , l million. Workct tor clearing board checks most 

inactive 1n Janut1ry owing to t1ghtnua ot money morkEt 

beforE Chinese 
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-2- #136, JanUDry 31 1 3 p . m, (SECTION T\70) from ChUJ18lcing 

I 
bEforE Ch1ntsc naw year and prevalent fear that Chinese 

Government will vest Chinese private foreign exchange 

assets abroad. Consequently board has had to sell 

United States dollars 3501 000 to Central Bank at 40 to 

Five . Budgetary situation , 1944 preliminary : Ex ­

penditures l501000,000,1i)OO rEVEmES 501000, 000.,000. 1945 Es­

timates: Expenditures 260;~000,000 revenUES 180,, ooo,ooo., ooo 

but Minister of Finance himself admits esti mated expendi­

tures . too low and revenUEs t oo high. Estimates for lat­

te r arc postulated on receipts of very largE amounts of . 
gold and•of commercial ca rgo from United States for sale 

by government to public . 

Six. Gold mark, According to Minister of Finance 

Government has sold 913, 000 oz spot and forward and in 

addition 243 , 000 oz to be delivered against 11 six month 

gold deposits". According to K. K. Kwok, total sales 

both spot and for11ard in November were 145 , 000 oz , 

December 27 , ooo oz , January up to mid mon t h 29) 000 oz; 

i n add.ition commitments against six month gold deposits 

f or 1945 arc March 9,000 oz , April 17 ,000 oz, May 881 000 

oz and June 82, 000 oz . 0tf'ic1ol price of gold roiatd on 

November 13 to $20,000 per oz. Unchanged since . Block 

mnr kc t price 

• 
Regraded Unclassified



-3- #136, Janunry 31 , 3 p .m. (SECTION TWO) !'rom Chunsking 

markEt pricE rosE from 025 1 000 to 034, 000 pEr oz in 

NovEmbEr and has remainEd at lattEr ltv£1 , Both t~nia­

tcr and X.ok Emphasizes sizE of thEir outstanding gold 

commitmEnts amounting to closE to half million oz and 

say thEy cannot sEll morE gold until they havE somE 1d£a 

of magnitudE of forthcoming shipments from United States , 

on which quEst ion I havE of coursE rEmainEd noncommittal. 

WMB 
NPL 

(END OF l£SSAGEJ 

HURLEY 

.... 

Regraded Unclassified
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0 BRITISH EMBASSY, 

W ASHINCTON 8, D. C. 

29th January, 1945'. 

My Dear Morgenthau, 

I send you a l etter I have just 

received in the Bag, from the Chancellor 

of the Exchequer , that he asks me to 

forward to you. (.. ...... ~ ,.&:.,.J.. ~ \.) 

Yours very sincerely, 

The Honourable 

Henry Morgenthau, Jr ., 

Secretary of the Treasury, 

Washington, D.C. 

Regraded Unclassified



Januaey 81, 11*4& 

_JI.l deal' Lieutenant Put&ell: 

!hank 7ou Yeey .uch for 7our letter of 

Januaey 80th, with which J OU enclosed oopJ of 

a radio-tel ephone aeaaage receiYed f r oa 7our 

repreeentat1Ye in Bern. 

Sincerely yours , 

(Signed) H. Morgenttleu, Jr. 

Lieutenant ( J.g.) E. ~. Putaell, Jr., 
iaaiatant Exaouti.a Officer, 
Office of Strategic SerYioea, 
WaahiDcton, D.C. 
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RESTRICTED : 3 
OFFICE OF STRATEGIC SERVICES 

WASHINGTON, D. C. 

Honorable Henry Morgenthau, 
Secretary ot the Treas~ry 
Treasury Department 
Washington, D. c. 
My dear Mr. Secretary: 

Jr. 

30 January 1945 

~~·\) 
(_ ... ~ .. 

You will find / attached, as being 9t possible 

interest to you, copy of radiotelephone message 

received last night from our representative in Bern. 

Respectfully yours, 

Officer 

Attachment 

RESTRICTED 
Regraded Unclassified



PROW: 
TO: 
DATE: 
NO: 

\ 

\ • 
} SECRET ../ 

PARAPBRABE 
WAR DEPAR'n4ENT CABLE 

I , : --

~ . 

CG US Ann,yP'or~s ln the Par But, Adn.nce Echeloo, Le,te, Phllippi.Des 
War Dept. 
30 Jan. 1~6 
uAe71oe 

To AGWAR, from CG Adv. Ech. USAPPE, sl.czled llacAl"thur. 

'lb1l ls ln reference to 10UI' 18 Jan., No. W22618 reprdJ.nc 
flnanclal aaslstance to needy reCO'lered US and Allled nattooala: 

For both US and Allied D&tioDala paracraph 6 ls feuibl.e, but for 
s ome tlme a supply cl clothln(, ahslter, food, an<l medical supplies wtll 
be oecnnry as an opportunity for purchu1D( same wtll be llmlted. 
Have tabn all approprl.ate measures to pro'll<le for the welfare for all United 
NaUooa cltl&eo.e. and theM relief meuuree wlll be c<mtlnued throupout 
t.be tlme of mllltary admiDlstraUon cl Ctvtl Affairs. WW make further 
recommendations U 1t ts neceuary to call on the Dept. cl State for 
flnanclal aaslstance as <leacrllled. However, t.be tuDda t.be R.s Cr oas have 
proorlded for thts purpoee are expected t o be ample . 

(a) In Le,te H American clttzeaa 4llllli other than Naval and Wllltary 
peraoonel and no Allied D&tioDals have been recovered. For L1111011 the 
ftcurea are not available yet. 

(b) Included ln the preaeDt procedure for their care are lmmedlate 
rellef measures cl shelter, clothln(, food, and medical aatentlon by Army 
upoo rSCO'lery , and peuu._ return to the US for repatrtatl.on they are sent 
to canal camp. 

(c) Boetel ta bet._ set up by the American Reel Crou for taldnc 
care cl aced cou.plea and females and ln needy cues the Reel Croas has made cash 
rrante. 

(<I) On recoorery cl Man1la plans are bet.nc made for pro'll<ll.nc 
for neeeuary asatatance. RepatrtaUon or reWl'D to homes ln Phlllpplnea as 
aoon as ta praettc:able after lnltlsl provtsioo cl neceuitiea by US Army 
helped by the American Red Crees, ts contemplated ln plana. 

Action: CAD 
1$: OPD, AD, G·2 (State,~. liUrlor), Mr. McCloy, .Budpt Dlv. 
CM·IN·2G381, 30 Jan. - · 

Regraded Unclassified



EXBCU'l'IVE Cl'FICB CF TliB PIIESIDBHr 

WAR REFUOBB BOARD 

January 31, 1945 

Office Memorandum No, 14. 

ur. W'illiam Ql])lfyer. Executive Director of the 

War Retug!!e Board, is located 1n Room ~6, telephone 

extensions 5664 and 5665. 

/e/ DaVid l'lh1 te 
Administrative Officer 

Regraded Unclassified
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ft.- t.bwt • _....u, •tt I • ~ 

at ., tlle aad ~tlca ¢ i I 1114 llle 

~ Jlb1ll]llldu. _, abtp. Ww DJ ~·· 

..S ...,. aar..- 8Dalll Oalale Jlo. 33 err 19 ~ 

lktlrllll ~ '· 8 p.a. 

Al't.IJar ~ I let ... atatea J.&llt 41atl'ibat1CII 

AfttT atatea ta.t 1t 1a U. WidWr? "• 

U.t stat. ~ wlU baar tz" JjGW'toa\ica 

-'- o1 a~...us.a repatl'iatea t.tw. .o = 
..s ., •u• ..s u.t ~ sor.oc 11M 

oaan.z-4 u.s.. Par oaplta ~ 1a atatad '- be 

~1\ ·~. 
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w- reparta that tMn uoe 167 ~­

cle•1fbd ..s hoc u catecarT r. ,..... tha rn­
,.,,.'7 U.ta ~1..t tra. b1a bc'e U appear. 

that a •ba• '•' ..-bar ot u-, r atl;r 58, 

uoe DllC (repeat DOt.) ~ oL ad boo Lat.1Jl 

-'-i- de t.l. Pl.- tmu-t urp~>t.l;r 

wbatber t.b1a ~p ~ ... Mat \c) ~Pfl'1ll­

-Jpdl .. t.boM 111 ad hoc U.ta aat.bcrbM tar 

NJatZ'iat.1GD Gil ORIPSI!OLII llir ~ 1a ita 

~ \o ila'D J~ 28 nf'arrS.IIc \o llnll'• 533, 

;s__, 2S wblab aa npaaW \o llarwa1Ua 11ir 

DepaMIIIet. .. ""· J~ 28. 

Ship \c) t.ru.port. l'h1llJIP"ill• poaap a­

paoW bCIUI"l;r. 

L'llttlltt:UX 
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CABLE ro !)oJ:RICAJ! EHB.lSST, PAlliS, nDK lU.R R!FUGI:il EO.ll!D 

Please daliTer the tollovtn& mee1age to J oe eph Schvarts , Parie , from 

M, J., Leo.vitt , .t.mer'iCM Jewteh Joint D1etr1bution Committee: 

QtllT:E: PERSONAL FOR JOSEPH SOHWJ.ll'l'Z ITOP MAX PEI!LIWI ~IJISTDI() 
$8500 AS OONDITIOll HIS BETURNlll() OVEIISEA.S Dim STOP ORGAIIIZJ.TION 
OOKIUTTEE Pl!EPARED APPR)Vll $7,000 BIJ'l' AliXIOUS HAVE YOUR VIEWS STOP 
DEFINITE FELLING llXl!E VE CM'NOT MEET HI S lll'JQUEST STOP GLAD RAVE 
TOUR QJ.BLE REGARDING EXPEI!DITURES FOR J.CC01JN'l' Llf'l'ERGOVERNliE!I'rAL 
COMI!ITTEE AND WE PRD'ARING lll'JQUES'l' TO SIR Bl:I!BER'l' !'OR REIM!lllRS!l!.>:!IT 
UNQtll'l'E 

4 100 .... 
January 31, 1945 
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Secret~ ot Sto.~e . 

1.:uhlft6\0n. 

~. ...,.1ZV..1'1r.tt 

• 

ru.nr 

r.rt• 

Dated J--.rr 31. l !MII 

Reo 14 U 11'-l Polio 

r""'t !l"~ ~\Vl:"": A!:::UCA!Z OOI:r:' • 13': L""it'13'):t 

co;~·~~ :"'1n~ JOO'It :ai'l:.~~-

•wttl od.t .. po .. tbl~ bQdcet&r7 reduction• eooneat 

lllthot~ 41tt l oult - bow wbetantll>l ncutlone poes lble 

betore lftd winter. lie haTe been 100et cnr•tul o.bov.t ee!r1114 

co .. U IMnt e ~ llut auat polnt oat 70n hAn been oaoaUt !Jit: 

J.arce - wt\bou\ coMUlt1!14 ue aa \o r..lattn t.,or t!'iftoe 

11M eoae\la .. w1 Ulout nm tlltol'ldn& ue. Dlttlcal \ to 

bulllle\ 1111du \boee oondi t i ona. • 

CIJI'7l'!RT 
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~:-G. 'l'hir\7'-fln\ 

l'v.m 

Pule 

lila \414 Jt'll't'QU7 31.. 19411 

~·4 6138 a.11o !'eb. let. 

i'\:l!'l lOG~ t:"-Avm A!a!UCA!I JODI'Z M:r-um"Ttt:l 

OO!l." I~ l"llII ,"lS""Z'H 9CHWA..'m 

111oul4 ~late IE!lowtJIG 'IIIIo Sml ~ 1s m4 

sot~etbll\« of hh ~ Annoll813' -'. tlnG 'L~ 

:u-r 1'r111 London and his nplanaUoa. Vhh o.drtae Bamc.tr.a 

hA& detln1tet)- d~1de4 ace""\ '!)Oat 111\h tnteli'I!I)...-W 

Co:xlit t ..... . 

Regraded Unclassified



CC- 1994 PlAIN 

Paris 

Dated January Jl, 19'5 

Red•d 6 :J7 a , o, Feb. lst 

secretary of 51.4 te, 

washington, 

457, Thirty- first 

FOR Ll:t>ES !&WITT ..\l$RIC.\Il JOINT DISTRIBUTICN 

"Conforrod w!. th Czech •!inist~r of Social Yleliaro 

?tho did not SO<lm inturcstcd in tr.:Uning course but in holp 

to Czoch pooplo .;specially Cm·pothiln r egion concerning which 

cnblod you from London, " 

c:U'FERY 

WJF 

l!iss Chauncey (for t he sec ·Y) ,\ckarmann1 ,\kzin , Cohn, Drury, 
DuBel.s, G~ston, HOdel , MCCormAck, 0 10Wyer 1 Files 
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. ...., 
DUtrl'batlca flit V.. 

""•~··JIM1al arrua-t (li!CRIT~) 

c.-ta 

!lilted ~ )1, 1945 

IIN'4 Ua12 p.a. 

)80, J'-111'~7 )1, ) P••• 

lla!l!'t•il':••- ~~~~~·• 148, ~~ :16, 2 P••• 

to .... 

boa ..... 1a nal7 at !lto'a 1~. Dill 'bl• 

de w _.. a'lla1lable • 

.lt pi I Ill t t.1ae -.pi '" a1Jita1Ded .. bat­

to be __. u ru uw tar other diaplaoed para-

ud DO a..pll line beaD ftcated ~etel7. Autbari­

. tiw ben an 1atenet.ed to ~ haw tba rapcrt 

Ol'lc:1at.ed t.llat awtel-~ hca oataide na17 

waa1d be aa•l IIIII -aj'lata4 1a thwe -.. ·~ 110 IIIIOb 

p1all to - thwe paople to azq - parUCIIIl.al' ~ 

baa Jet beaD tw leted. 

- ( .,.,. 
, " , 
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CAlltl!: TO AMERICAN IJlG.lTl ON, LI SBON, l'ROW WAR RD'OOSE ll()jJU) 

Pleaee del i•er the fol lowing meoea£1 to Robert Pilpel , Li obon , 

! roc H • .1. Lea•itt, .loerieBD Jewiob Joint D1otr1but1on Oo~itteoa 

QlD'l'E IIW.C llll'!RSI!EIK A!lD DUTCH COMWI'I'TEi: SWl'lZl:RL.UID 
CA3LED D!IIDL.UID CO!(!Il~ 100m '!'IU!r S.U.T MATiJ! RErUSZS 
PlllVIII& Ill'nii!!ATIOIW. BJ:D CROSS Wl'i'B l'UIIDS FOR FOOD PARCELS 
TO 1i'l'i:IIIIDI Stol' TI!h'Y OLADI 'mET RAVE 3000 PERSOliS THEIR 
LIST W!IICR BElli(; US:BD :BY WAR RErUOlilr: BOARD FOR PARCELS l'ROK 
SV!DEN Bll'r T!Dlf STATE QUICKER SEND PARCELS l'ROM SIIITZERLAIID 
STOP INJ'ORH SJ.t-T MAYER AND CAllLE Rn>OR'r UNQ.WTE 

4:00 p . ... 
Jsnuary 31, 1946 
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l'lin'l'tbll\loe of t rue 
nadbJ cml.7 .,. I!PMkl 
~t~ ( c:"'.tm'l"l 'If) 

J...a.uy 31, 1941! 

? p ... 

'!'It• tollovtac tor Ole~m h -.en 30!. 

"'"Troam\at1Yea ot Yorl4 .TMih h Con~tNn l'.an " - 'IT 

tJooa "-'8derl.. 3eto~:"e conetrll'rin.! t:•tr ,rr>PP11al, Dnlm! WOI\1.4 
~otOt.at• report h\l'l "ml M :>l"Ut'\t .,T~ i:nol~ 

on poeet ble H!)Anelon of the T'll"OC"a .~.toh lOOU1d 111ol~ 
<leltverten to ~ other tha11 l!et:M<~al-. lor ~ 

li':Oa!>~:VaiG 
1/"9J/~ 

Regraded Unclassified



·-18)4 ... 
J)Utl'ibaUCIII ~ tiW 
rn1'nc CllllJ' tu' •P""'•l Dated J~ )10 1945 
~. (SECRET W) 

11M 14 6t20 P••• 

614. J~ 31. 1 P.•· 
l'CJI JU Pll(ll JI:CJZIU!Il • 

n..D7 ..U•er t'allodzrc • HI" hal tt1epw to 
lila'- 0111.._ ~ WGI'lA JtlldU c.ern1, 

I Ulldentelld hal-t rethble 1 •• U.t t.­
n-u.t c.r.u cirolw ~ ~t uteren JJI4 
azadeV au iJlnc tate at all •yollrpleeUalaua" cl'fi• 
lJ.ala tall• 1llto bMIIII at Sottet .lJ'IV, I ai.o 
Cillderltu4 Ul&t llS-tiCIII ot treet:MD1. at .1- 1J1 
c.r.u bMIIII caD protabl7 be IIIU<id U - ft A II 
cr cam dCIIII .-14 be _. ....,...U.C treet:MD1. ot 
•m~ :• 1111" tu' s-i.tl. Rea ' JCQ •PI* = 
Sottet 'I ' 17 tb1a q-tiCIII U pDIIIible. E'NIItual 
aeptiat1CIIII lhould be c<D!Dcte4 ill ~t cont1~ 
u ~tue puhUcit7 nab e atter ww14 Jeoper41• 
lte 1111. 

I al.ao 4Nire 1Jitara 7ao. t.bet :bltezu- rellet 
ecti<111 bebel.t .1- 1JI OeraD c Cl' ••tretica ~ H1"1CIIII!T 
...... PJ*l ~ l.adt - ot trempcrt. IIDab _.. 
-w .. cleft u Allied authcritill -w -- nell-
able to IDtete: : • Ol2"'ta1a br ot ta • ' • aid _.. _ 
__, twel. n-41- tb1a attel' with ~te 
aathafttill. 

Regraded Unclassified



IIJ'- 1053 
All ... 

w .rn 

o;pnrecla.U on tor conttnul!l<l oonfliiMCe 'l..ced tn ::o 

a.id - be radwed. • -"" 

Regraded Unclassified



cc-1999 

secretary ot st.at.a, 

lfUbtn&tOIIo 

688, Th1rtT-!1ret 

PLAIII 

Dom 

Dated Jz uary Jl, l94S 

nec •d 6:47 a.a, Feb. ~ 

Pleue deliver following !rca !'ralldanberg to Leland 

R<*>inscm ot ADer1can Chrlet1an ec-itt.ae !ar Refupea. 

"1fe deeire can!1na recent cable t.la t 0<1r tlmde 

ar- abauated and full Febr\l&l'y ccmtr1but1on bacllJ' Meded 

1n aen ..... 
can w uee your !\inde alllo !or re!ugMa 1n Shanghai. 

nne wark be1nc d oow t bare 1s !ullT doecribad 1n docUAente 

aent bJ lr..rebi.IU. D1d all tbHe reports eat.1s1'actcl·U¥ 

r..ch JOU. • lO.b5. 

IIUDD:re 

Regraded Unclassified



CC-1999 

So<:rotary of St.~to 

liashington. 

608, Thirty- firs t 

FCJl rmB FRO!! liCCLELLiiND 

PLoJII 

BOrn 

Dntod January J l , 1945 

Rec •d 6:47a.m. FOb, 1st 

Plonsu doli wr following !roc Froudonborg to Lolnnd 

Robinson of l.murlcnn Cbristinn CO!lll:l1tt.uu for Rcfuguos . 

"~ desire con!irc recent CAblo th.~t our funds 

are oxh.~ustod nnd full February contribution b.~dly noodod 

in Qonovn. 

can wo uau your funds also for r o!ugoos in Shanghai • 

.Fino work being dono ther e is fUJ.ly duscribod in documents 

sent by unrshuis . Didi all those r eports satisfActorily 

r unch you . '' 10. 65 
• 

I!UilDIE 

l!JF 

Mis s Chauncoy (for t ho soc •y) l.ckormann, ,\kzin, Cohn, Drury, 
DuBois, Qnston , Hodol, UCCormack, O' Dwyer, Fi l es 

Regraded Unclassified



' I ..... , flit ...... 

•••mct:J4 

Ulllr7 12,. 

Da'-4 J---, :n. 1048 

Jlee14 ll t ll p.a. 

I C!O hu DOW rwelftd dat'taUa -'lft&Uoe h \ 

\brae ~· OIU'e -klalzlc- flft\ -'d'JlMD\ Ott 
Vlm })lll'Cele n a Oo\eborc J)N'ftoaal.7 npon.A be14 • 
.;, VlllT rn4a wmt t OI'WVd t o -U&Uoa 0011pe ~ 

Regraded Unclassified
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f OT TO BE RE·TRANSMITtED 

COPY NO • .....;;;&...-}~-

~ECRE4 

OPTEL No. 36 
Information received up to 10 a,m,, 31st Januery• 1945,. · 

r,UliTARX 

1. !!ISIERN FRONT, 
Southern Sector• Lull conti nued in Colmar sector1 

heavy snow hampered all movement , French forces maintained pres­
sure on soctors between Wulhouse and Than, and !I . E, or Colmar 
itself, Central Sector• In Ardennes Third u . s . Army advanced 
slowly eastward and reacher River Our on front· of 15 miles 
immediately south of st. Vith , North of St. Vith , u.s. let 
Army attack made good progress, Advance of up to three miles 
made, Holzheim being reached and Bullingen captured, 

2 ,. ~ASTI;;~N fRONT . astrussian Sector& Oermans claim advance west• 
wards 2~ miles towards Elbing, Russians report these break 
t hrough attempts repelled and have themselves captured Mairen­
werden 1'-etwe.en their Elbing salient and the Vistula, Some 
advanoe mad~ over fron t i ers into B~andenburg and Pomerania. 

3. ll!lml!. On Ramree Island leading battalions held up endeavouring 
t& cross the Yanbauk, approx.imately half way down island, bY 
strong enemy positi ons on southern benk, In Kangaw area to 
4ast or Myebon our troops made further sli ght gains againSt 
stiff enemy opposition, 

4 , 

only 

5, 

WESTERN FRO!fi, 
30th, SHAEF (Ai r ) tighter 

~16 sorties due bad weather , 
and fighter bombers flew 

aircraft (? missing) operated 
againa t Italy, 

>-« N ::> .... 
v z 
• ... 
" g 2: 

"' 
~ ... ~ ~ "" !::!u. < ... ... , ... 

... , 0 

o cr ,... 
• a> a: .... ::> .... ... "' a: ... < 
<> \0 .... .... ~ 

a: 

"' .... 
Regraded Unclassified
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