
April 6, 1945

Secretary Morgnthau

e Suary Report o nMetg with Bankers
in New York on Possible Btton Woods
Compromise.

1. ,D. D . Bell arranged for XJ.. Bernstein anid to
hae a preliminary dcussuion on this matter with Randolph
Burgess at his oftice in New York on last Monday. Mr. Bell had
previously spoken to . Burgess about tae esirabtlty of
seeking to ira out the &tfferenoes between the Treasury sad
the bakers, and Burgess had. indicated his wholeharte desire
to explore the matter further. At Mr. Bell's sggestion. he hal
talked to Ned Bron when he had been in tChicag last week.
Their onversation had lasted five hours, Apparently, Burgess
was impressed By brown's attitue.

2. Bernstein and I called on Burgess at 10 o'clock Monday
moring. We made it verJ clear to his that the purpose of our
meetb wu are{ to 4 i tfwether or not there was SAY
hasis -or eouop esing the vim between the banks and th
Treae y and that it was neither our urpose no or authority
to c t the Treasury to propsal. , Burgess readily
a e.d to this approah and mae it eqouall clear that he was
witout ower, to speak except in a persona capacity and that
he thot ar diacussions might 1ros.e to best ivatag ifwe let ourminds raove sa felt ree to e points without
any deee o comitnt involved in the isussins.. It was

alo agreed that our disaussious would be completely off the
record. We mae it very clear to B arw as fram the beginning
that we felt that the only basri onoih a comprlomise was
feasible was to start with the premise that the Bretton Woods
agesenats could not Be amended at this ti amt that the F)vA
could not b postpon~!. On this premise we nwre prferotly

e~PdA to exlplore what possible changes oul b Xas in the
is'lsaion, Before Congress that would aid in ,sting the
bankers' objeotions,



-2-

3 AIs a result of our disaussion with Burgess (whidd
lasted the better part of the tolo of Monlay), the toiiowinr
points were daevloped as a possible basis for copromlae:

(a) In erler to satisfy the bakers' position that
the a a Bank should be ' cabineL se that we wouli

artl the all' adanmger of their operations net being
oee ato, o tc legislation before Congress should

stipulate that the Ulita States oull a1potnt one am
to serv as both xecutive Directmr for t uhe F and for
the Beak and another mn to serve as both Govenor of the

ind and tte Bank. It wnull further be contemplated that
if a compromise wr effected betweens th bakr and tIhe
Treasury, we would informall sand out the Canadiaa,
British, Dutch, Belgians, an perhaps the French o whether
they would be disposea to follow the cm practice. The
purpose of this proposal would be that he it is not
feasibl, at this tine to actually consolidat the Bank
and Fund the policies and management of the two inatitu-
tions could be coordinated bya sing le Board of
Directors." It rwa obvious that not all of the vernora
and directors would be the a on both isatitutione, but
it wars felt that if a umber of the principal countries
pusueda this policy, there would be am important nucleus
of influentil goveror e andiretor who would be fully
famfliar with both intitutions ani thus able to integra·te
and coordinate their oprations.

(b) To meet the second major objection of the bakers,
i.e. that the successful operation of the Fund dependela on
how wnll it was manage, two major proposals were evolved.
They were

(I) Responibility for the fomulation of
aerieman policy on the Fund ad Bank shoul be
vested in a Beard to Be eeaoprisa of the Secretary
of the Treasury as Chaimasn, the Seetary Of Stat,,
the Caiman of the Boarda of Qovernorse, the Foreip
eon s uaiinstratr and the resident of a Fejeral

Reserve Bank eleete by the open market oaittee of
the Federal Reserve Sytam. Burgess was extremely



Adamat sq-int the inacluat f the £ec~s 7 Of
comm o tugia mitt. hl lte gth
girifiCAAO Of the Pepartsat Of CWA . in the
la enatioaa. 000ssle pltre, he felt straoa3
that Wallace would be regard as 'a rnl r ul
the eye of the bkrs a nieght constitute a
Jpossible hurdle in r effort to fortulate a

ris. When queried abotut the -aing of a
rneidt of a Fedral Reserve Sank to the eari

In tJ aser srn stel, :brge aepin that tey
aa origlus thaght n term Of' a. l r

name to t, Jart they beltde , hlower that thil
wa spa to criticimm fL tw rea Fsns iwt, beeama
it ~ht t be fgpro!ats for a oermmt
ofi a to be oth Bor a nd o"am , i- thea
asuweeu In gettif a enr r ona the s latbo an
other interests gbt alo ean reqsreentatiean

ontefero # they felt that the banke ould lave
z"Inffeei n a F ,atml eservn auk Preshiet to
represent their point I tiew, i0 ut Wr q
it hi. Statemnt that 9Wiett) tkat as. mulA be
f-an Sproul as Preslent of the 1e.rMl RBese Bnk
of w Yerk."' It ault also be epoot tl t this
B t in ailition to !iag aoe geeral poliies
for the · aeran Go0eno ant the Sxe utiln Distep
to pursue in the Fun aln the Beak wod .l'
coordnte the polieL of tu Vrinous itoa States
af 1 .i Ierested Interntionjl mnetry and

(i) Congess in estaing the kettoan
legislation ould iq fo thu .xplilit rule of
Poilq to guiol the Ar'ical rtpreaentatinos ont
t= A l t . Tur pefloao .h .thi po1t was
that af te dAmlren-represnattn. a the u m
Buk h~ aS lfi*9 jelll instnetis fro Ccagress,
it wol ar t ther haM great tel * meeing
that the Fund a 3a wer'e a] ss e. br-fler

eonoption of how the an end nk k l U
A n aountryt aelptlng ts FYu" ad Bank 2 an



full notice of hat the Angie postioe was T
feollewag point, In lpartiaolir wt. jsdeat:

Toswov a hlgh degree St wOraatia bewe
the Fo ad the Bk;

To se that basic cmic .oufti" in the
Varian'e er countries are oun ar do th'aat
stable exchseges y be prtabls

To see that the Fnoa daes OU RIAsan
traesstiou with azrj mebe utle I baste

oaomis cnditions as. the uixteaasa of the
stable ezehago rate imposiblez

To sea that the _d] is act Used for nla or
reconstraucinn

To limit the uses of the Y to seeting suawa
e1tu eaAers a? aele £er for eign sbaege at

~ter stitf aions bw de, A bY

The legeslateou null r e ot . tt Chernh meinc
a qwtfm report tin t riea n.ntatint eel
the Pa! seankBar "*reptl toiuspntoa tiem as tiss
of such iatistiottln sad the etetnt whis thy are
~suilugtoliales obnisteat with theu. preseribe by

(,) ege wela require that the Amrisea
Fma aea Dank were operatb, neuhstias as to !
they h Be J nsa, e m aeffectlt; tather they si-li

raa [o ~ stitutla; wiier their remount.
Pshoul be ioreusd or~ A~reWlasse&~1l whather the

United States shall coatlaue a rskeahi in either the
Yan eor the Baak ~ r in both The bic prnpe

oestu so tht ea m,~t cat gua ad of weee t·ll. n on.r o tlte ta nAt. karesire tisp their operatos



-- UU b~i te I t th pnvls
that te th A' fer m

it the Book :=atsNg

Ueakwu at 1Ae to han "awrins that t -itti tate.
w" We" for the bpten sc at t Dok vAf t AFa Mq

hn lotk 1A that thls sMI mian the Makers
that the isitudi su lt ba we AM potlml

s wr erplieit a th tet tint ~ ath loe ulm like to -
Waa 6a netOwougkmaslto as

a tail ta th "a no the
~Lagitlati iC-ls attI~ias tin ea Lm ma. ssibA
bytegvtri b +- haYok the p 4t t atAlas n

4. After ffralatiag this *Ith he es
al to at As1= = key pop la ae* Yert.

tt,,at slAwAldbis hn York aaS tben Jai N or
q motet thatU we join him in the s with

variu me in low York Stsh hi prferr to me first

8. No mproxi late buq .ttaoa ft bra at llm

that wost1 I. t tl t J lls abot it rbefo
ex ta pulh ma so pingr te sp..th Pt t



q-_t elgea that Petter ne mat an-iou to se a reo i

7. At Sprul's request, Brinstein a I had ich with
m. a WVillias, At ts Iamb, Wlllan was ipossibli,
atatihhat iht was unses to talk abeut a Nd ttil npsl
coltitu ab road mere nre fav ble an that it n far
tna~at t work out a solution t the Dltish pnblea I the

o Itariffs. Snedehn Wllis., It m quite riar
that withthe esel two, the per onstraou arent.

V. ge then - ha a L Fraer in his .ffie tG liesus
t ep yrblm. ris y ough Lem Fr n rson y

ua ti and a"tiv 'in spirit, b tale no as ance
at eSm the datinta a twmat, b g taiU s pn to t ~tj

the omiue aa woeet it, No as dsi et to th-ln
te o a cceptimg it bu t itr of 0= 1149 It*
supporting it, I he referred to gtg o the s uatz m

pe ches, .t.. In tie fuael analysis,he suid that evult
thi= I ter. of telling C's." that he itill thought tin
hp nrwt was te best wiut ire to the prle bu that he
*ould. prepared to accept this eoproalse.

9. T next rningMr. Bell w e in Nw York aa
weti~ w held ia roula s 1ff1 ,, at which the felling vro

Sete , ,urges., Pnhw, Petterssl
tiafl nOtt etit will, th f as t y~t s~a, aaa ' he was i agn aAt thh tlin

co Beration botwl the bookm ad is. Tnaare hdU
ot wrok out an aleable settlement tis W

ias., particularly whe fundaentally we all awe" on the
objetives. The epoal was the utliae te the group

etivlyr a s pral and Williams opose up the atta.
Wii i¶ls very Vehement iisbig crioiism

ruing t ofu the discusaion, Fraser, Potter ad Burges
remaine silent. nal, . Potter sai he halt. leave bat

that he wante to mak ollear that while be still A not libk
the Fan ad probably never uid, sveortheless, be felt that
thi. f{ nal did protect the interests of tihe UnIt States;
tut ht m d aer ble to hin; and that hbe wuld like to
s"e m agree amnt wees out. Fraser and Burgess then Indicated



that they er* In sympathy with Potter's position,

real thenrrnagd for Ball, Jernstein end - to met
10a4 1t In the afternoon. We met is prnls offiece an,

on thil sewaein, Spro wu more coopu"atie. Cgat mF
extrely reoeptive mn thougt the ooaruiso ea . z- lamt
solutl ta our ffereo. At one or two poiats, Sprol
eve offl rA contructive suggestions.

10. The agenda as it was left Wedanday after was as
foellw

(a) Bll l Burges were to asn Aldrich o Thkrsla

to soe to Nw Tork ald discss the propoal with his
an Fridar.

(a) We were to oumlt Wahington an their attittude
on a o Psramo of this chanter.

(1) Burgeas will stsit the omoprmise to .th
Adixiatrative Comitte ofi the AAA, wih is eeting
iA New ck on April 14. The BReserve City Bankers a
haing a hating in W Tork at alpmximately the sae
tie aad It was contemplated that a* en mais. l
l be istuss with that r .The I York State

Bak.s mould also be coneal .1

11. It It shaul be eonelded that a ormpralns of this
ehraster is feasible, then It woull be ontemlatel that
repntativws of the two group wild pr= sit dm
th Slaa s n Wolcott ad under their aoies trmlt

popsel ar ts to the legiulatio to efft the etrfase.

Attach.


