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HIBADOUARTERS ALLIFD CQITICSLION
APO 394
RCONOMIC SIECTICHN

HC/se

29 ' 0ct, 5 1945
0CI 30 1945

SURJTOT: Background and Authority for U. S. conomic
Operations lelating to 1taly

- 3 )

TO . The Chief Conmissioner .1"';Hf

Through Executive Commissioner—

1. Attached for your information 1s a paper omn above subject,
which summarizes the authority under whiclh the United States Goverr-
ment is now operating the two Ttalian supply programs with which it

is concerned:

a) '"Program of Basic Supplies for Tbtaly", generally known
as the FEA 100 Million Dollar Program.

b) Category "B" Progran, involving the expenditure of the
funds available to the Ttalian (jovernment in the Troop

Pay Account.,

2. The papers attached to this letter represent a complete
authority on which these two programs &re based.

‘? : E ,;RQELLS\
ool
Acting Vice President

documentation of the

1 Incl:
subject paper.

G g W Rﬁﬂﬂ




Declassified E.Q. 12356 Section 3.3/NND No. 18!5 !', J 7

i

Ootober &, 1915

BACKGROU'Y %0 ATTIINITY FOR U. J. ECOURIC
' OPERATINNS R, TL16 T ITALY

Thig puner 18 intended to exmlain briefly the bnckground of the
two sumply orerations now beins conducted by the Torcipn Seononie Admin-
{astration wnith res~ect to Italy. It should be rencd in connection with
the memorandum entitled "Disrosition of FYA Munctions “elating to Italy."

VP ]
| A, BASIC JU PLY {¥B) “POGRAI.

1. Durine the months of October, “overber uand Decerber, 1915,
.nd Tenuary, 1000, the basic resuirements of Ituly for food, gpal,
netroloum nroducts and limited amounts of essontisl ruw rateriuls
are beinp, et by 73, usins Lend-Leuse funds, This 18 knovn a8 the
WOropram of Busic SwinIIgs Jor Ituly, jenterber-becerber Lloadiaps,
1905  reruisitions under thias mrosran hear the synbeol "YT".

2. After Vi-Day in I'ay, 1645, it Yiad becore anparent thut the
rilitary resnonsibility for =rovision of eggenticl eivilian sun-
nlies vould terminmte at the and nf ‘“urmist, lﬂhr, and that no
military funds vould bo aveilable to. continue the Italion nineline
during the fiscul year 1016, 4t the sane tire it nes obviona that
even w.ith the rost fortunate cormblnation of circurstances thia »i-e-
1ine could not be tuken over by UIIPRA until the end of 1945 - if the
noceagary funde ore in fact made avuilable to IMMRA by Conpress by
that tiro, It vas, thErqfnrﬂ, detormined by the “~ar Denartrent,
3tute Dannrtment and A to request from Conpraes authority to use
a nurt of the 1946 Tend-lease Anpronriation to raintuin an interim

aumly line throurh the ond of the year.

autliority for this Itulian nrogrum is contnined in the fol-

lowing docurmenta: ‘ 2

"'".FF..’FH | L L
a+— statenent hy—e.—~Crewniey and letter fron !r. 'leCloy,

Assistunt 3ecretary of "ar, to the Iouse Anpronriations Cor-
mittece, of Junaflﬂi? (Annendix "AT).

.-'. ||'

7S
b. TLat :Lfrﬁﬂ “pragident Truman to the 3eeretury of 'ar :
of July 2, 1.9!45.7m-=panﬂu npn )
L 2
0. “Tetter—from !'r, Clayton, Assistunt Jegraetary of 3dtate
to I'F. Crovloy, of Se~terber 4, 1945, (Anpendix "C")

. As a result of !I'r, I'eCloy's lettor and I'r. Crovloyls state-
ment to the Illouse Anpropriation Cormittce, 3L.00,000,000 of the 1 4G
Lond-lease anpronriation waa enrrurked hy 'S\ ns g gnecial

nurchase essentlial sSunplies
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December, 19!115. The cost of shinping these surplies, estirmated
~wn additional SM0,000,000, 18 to bo nald out of other Lend~
f#asa0 jJunds. - p———= == B

/. Based on the certification in !r. !cCloy!s letter, oun=
plies are nurchased by procurerient agoneies of the U, 3. Governnent

on T3A reguisitiona, and are trancferred to an agent of the Var

Fennrtrment nrior to thelr rotra sfer to GOYE nt.
‘'nr Denart-

ranh 5

whe actual tranafor proccdure as spreed betveen TTA,
rment and ar shinping pdrinistration 15 set forth in narap

of 07" 226 (Annendix "D1).
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G. In the "ull of 16UH, 4in srder to e aviilable tn tho
Tt lian Coverncent fundg for tlo purelusge nf casential elvilisn
surplics suplermgntory to the rilitary relief »roecrun, the Tnited
tutes novernrint decided to nlace in a soeciial acecount for this
surnose an amount of dollurs eeuilvalent to the net amount in lire
nuid out tn Arericin troona in Itzly and netually anent by the
trooma in Italy.

Thio deterrinotion was rode as the resnlt »f o rempran’im (Suh-
rmitted to thie Trasidert by the .ecrctiry nf e Treasury, @ yas
confirred by a ntutnrent issued »ubliely hy the "resgidost,. It wnas
fnllowed by statenmecnta af nolicy and —roestdure u':ich were trunarittcd
to the ‘rerieun ‘rhassader in Tore Tar subrdaszian to the It . 1ian "nov-
ernrent. The relevoant documents ore included 4in TAC 17 nind TAC 17/1
(innendix t1) . docunents ~f tlie U, . Tibherated \reas Cormittoc.
™o donumenta transnitted to the weplesn wbussador 1,076 nlaso gont
tn the unrero 2llied Corrauder,  editerrencan, by the Combined Civil
Pfairs Cormittee, in TA! Mrerun 17 of a6 Necemher, 1ﬂhﬂu

7. The arransesmont vng confirroed by a lotter 3inmed by
"urcells Joleri, tlie Itilinon ‘Inister of the Troaijury, on 20 January,
1645, ind addroaspd bto tiho U, 3. decretary of the Treasury (cony
nttoched us ‘owendix MR},

This nrocedure followed in debitin< this account renuired the
£11ingz by P2\ of roouisitions viich bear the aynhol "T! nud vhieh
authorizme =rocurersnt by a U1, . Sovernment nurchasine ngency (usnnlly
the “roeurcroat Divicion nf the Treausury Denurémont).

8. U"hile thede requisitiona ure not initiztod oxce t by apree-
aent LWith the It lian Technieal Delopation in Casliinston, Tollowing
fhe tooel-t of a requlrencnt frorm the llied Cormiigaion in the 1'0C

g e a

cable serien, it hua novorthelrog been LAC G ITECE resnonainility of

I to ooond the TIL0 Money. =
L o e e === .
9, F3A is nou suggestins thut the fuietion of weogurgrient fror -
”rnﬁ:'FuE_)cdgﬁjt ba turnad nver to fhe Ttnlian Technicul pelepntion,

onaer arnroariste contyols, to inivre that the Munda continue to be
Iﬁund wmer the reatrietinns heretofare lmoosed on thair use: narel)r,
thut Mhe dollars nade uvailable to Ttaly will he nded hy tho Itilian
~overnmiest to ray l'or essontial elvllion an nlios purchased in thia
eountry (the Tnited tntns) for ae in liberated Italy."

10. The nrocaduraes which have bean follovuad in nrocurine qndr_
shisninge eormoditica ~urchassd under YT paruiiitions ure 5115 q:ﬁ“, "in
er.AG(3) 1€ veviaed, nnd ERAC(3) 186/2, attnchad un \pondix MGY,

ey T
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APVREDICHS : /

Apoondix "A" - Ixcerpls delnting to Italy (from the llearinps
"ofore the Subcornmilttee on Aprropristions of the
.-"Z:;] llouse of Hepreaontatives on the Hoeond efliclency
.,"li' / Apnroprination Nill for 1945, June 13-15, 1245)
Apmendix "3% - Letler fron Praildent Trunan to lr. Crouloy,
(%) July 2, 145
e
Appondix "C" - Lotter fron Mr, Clayton, rssistant Cecretary of
(%) Utate, to Mr. Crowley, Sopterber 4, 1945,

T R
o

Anpondix " JJ" - Cable, CO.i 226, Combined Civil Affalrs Cormittee
(For CLAC) to Allled Cormission in llome, Soptem-
(&) ber 28, 1945, ()
Q2 ¥
Appondix MU ~ LAC 17 and IAC 171,

L
. ¥ - *
f!-.ppum'lbi“--{ﬁll‘" = Letter dated 20 Januar:y 1945, girnod br- Darcollo
= oolerl, thio Ltalian nistor ol Lhe Troasury,
o, addressed to tha U,5. Gecrotary ol tho Treasury,
[ .

Appondix "G" - CLAC(5) 18 Revised, and CLAC(S) 18/2,

VR
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HIARINGS
BEFORE THE SUBCCMMITTES ON AFFPROFRI ATION
EJZET' THE HOUSE OF REPRESENTATIVES ON THR
SLCCND DEFICIENCY ASPROPRIATION BILL FOR
1945

BACLEPTS RELATING T0 ITALY

(June 13-15, 1945)

FORGIGN LOONCMIC ADMINISTRATION
EUROPEZAN BRANCH
IT/LIAN DIVISION
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Hearings Before the Subcomnittee of the Committee on

ﬂEEFGDTiﬁF}PﬁﬂmﬂQEQF:ﬁﬁ_RE@E&;EE}gtiﬁEE-

Oon June 13-15, 1945, the Sub-Committee on Deficiency Appropria-
tions of the HOuse Committee on Appropriations held hearings on the FaEslo \
ap ropriations in the Second Deficiency Appropriation Bill for 1945 Some |
excerpts regarding Italy are reproduced below,

#r, Crowley's formal statement reads partly as follows:

Funds . are also included in the apnropriation reque=t for supplies
which may be transferred to the War Department upon its certl-
fication for distribution by the military in Italy to aid in

the prevention of disease and unrest during the reriod of military
responsibi Lity. It is expected that this nrorram will terminate

2+ +he close of 1945. Represeptatives of the War and State Depart—
ments will be available to testify in support of these programs

if the com~ittes so desires. _1/

In relation to the possible use of the Export—Import Bank for
rehahilitation of foreign countries during the transition period, Mr. Ce
Cannon, Chairman of the Committee, asked:

Is there any aid in this set-up covering such class of aid with
respect to the Export~Import Hgnlk that has been consummated?
Have you anvthing in here which you prepese, to take action in
the meantime? 2 /

Mr, Crowley'!s ansvwer follows:

No; there is no provision in the lLend-Lease Act which authoriges
the use of funds for rehabilitation during the transition period.
There are, however, some problems I would like o talk to the
committer about. For instance, we have in here % for the
purpose of financing the procurement of supplies td be transferred
to the Army and distributed by them in Ttaly for the nccesgitles
of military activities in the redeployment of our troops to the
Pacifics A further need for tlis program 1lies in the United
States intercst in the political and economic stability of titis
sountry. Now, the Ttalian situation, Mr. Chalrman, is a vecy
serious one. We are voing to have to come to the Congress with

1/ Hearings, . Subcomni ttee of the Committee on Appropriations,

House of lepresentatives, Seventy-linth Ceonpress, Firs{ Session, on
the Seeond Defieciency Appropriation Bill for 19454 p. 6E6.

'2"; .uLl‘J e F_. :':-':".JL -"‘ . , v
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a plan of some kipd fer Italy, If we are geing to do ATy
thing for those peeple 40 kecp them from starving to death
and to keep them from freezing to death, there 18 golng to
have to b some plan to try to get their industries fune~ -
tioning and to glve them some materials with which they
might get their employment started.

Now that the rehabilitation and reconstruetion of Ttaly is
not anything for which fundes are being requested in the
appropriation for lend=lease. 1t is something that must be
considercd either through the Export—Impert Bank or some
other vehicle when we get to discussing the quaestion ol the
assistance we are poing to give that country. But the Viar
and Navy Departments, the State Department, and FEA feol
that we must have j for Italy in this appropriation te
assist the Army and to begln to meet the problem in Italy
through the rest of this calendar yesr, In addition to let
unreet and diseese be created while our military is still
thore would be very, very umse. That § will help

to avold disease and sceial unrest until the latter part

of this year. By that time, this GCovernm:nt has got to
decide what is going to be their longer-range policy toward
Italy — as to whether they want to do anything for them to
help them rehabilitate themselves as a country, or whether
we want to walk away and leave Italv to deteriorate.3/

After having affirmed the principle that all foreign govoarnments
accepting loans from the Export—Import Ssnk "certainly would expect to pay
us,t Mre. Crowley added:

I think, however, you do hsve in the case of Ttaly a very
sericus situation. I do not think you can compare A credit
extended to Belgium and Holland with a credit to Ttaly. I
think we have to discuss that in a different way when we
get to Italy. 4/

On the circumstanecs necessitating continuation of the use of Lénd—
loase funds in Italy, the following explanaticns were offered by Mr. Crowley
and Mrs O Cox to Mr, Case, Member of the Committee:

Mre. CASE:e saesns

Now, this § that is to be msde available to the Army

for handling in Italy ont of vour funds: Dees that contemplate

establishing a precedent if social unrest develops in some other

gountry?

_1/ ij-dil Tle E’?E.i;! - :
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Mr., CROWIEYs I do not think there 15 quite any other
country that is in the same predicament as Ttaly right
at the present time. I think it is in a eategory by
1t=zelf.

Mr. CASE: Viell, it is the sense that we have troops
gtationed in Italy; wo probably have a little dif erent
responsibility there than we do in other countries that
have becn assoeciated with us. But supposing France

puts hunery next winter, or sceial unrest develeps there,
then ~hat?

Mre (ROTIEYs I think the question of Italy at this pre-
gsent moment is different from France; if our military
withdrew from I1aly and no provision was made at all for
an transitionary period to tike care of thelr needs,
then we would be stepping out of there after occupying
it for a long time, and leaving thosc pecple ta starve,
Now, the only thing that the military and the FEA and
State Department are trying to do is to get some funds
to support our military activities in Italy until this
Government can determine what contribution, if any, they
want to make to try to rebuild a govermment in Italy.

I think all of us take the attitude it is very necessary,
if we arc to have the benefit of whatever comes out of
victory in the war, to goct a stabllized povernment in Italy;
that it is very much to cur advantage in the future peace
and things of that nature.

Mr. CASE: Is our problem there similar to the Britlsh
problem in Grecee?

Wr. CROALEY: T think the problem ¥ Italy is a different
and a very, very serions problom. “hey have no work; thcy
have no fuel; they are hungry, and there has been no
stabllization of their povernment.

Wirs CASE: Under what theory does the & transfor
to the Army?

Mr, CROWIEY: On the theory our military hzve an interest
in there of continuing to provide supplieos which boneflt
cur wholc military effort and the mitcd States interest
in poldtical and ceooncmle stability in that country.
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Mr. CASE: If she werc i1y the status of an enemy country
ocoupind by our Lroops, the ferding of the cjivillian popu—
1ntion would be carricd on by the Arny directly as part
of the admirdstration of the occupicd nrea’?

Mr. COX: This is in part = contimiation of what wac

done last year and the kasis on which it was dong Was

an original provision in the appropriation act gurested
by Mr. Taber that any supplics for which lend-lease funds
arc procured can De made available to any department or
apency of the Coverrment for its oWn USES i it is deemed
to be in the best interest of our naticnal defense to do
it., That is section 102 «

[ast year much the same problim was put up before this
committee and this is the same problcm except that the
actual shooting has ceascd; that is, the War Department
certifies to us that 1t i8 necassary, cither &8s 4 mettCr
of military necessity or for the protection of tha beet
interests in this country, to transfer cortain suptlies.
At the present time the supplies are limited to those
which the Army considers of n character which are
necessary to prevent disease and unrcste

e still have troops in Italys £ vou should get up—
hoavals there it would affect the redoployment of our
trocps and our socuritye It would also, from the

st ndpoint of the United Statcs, affect, 28 Mr. Crowloy
has indicated, vhat you tave been £iphting the war for,
in the sense that you would have an unstable government
and the aftermaths of 20 years of fasciem.

Mr. CASE: T7hat T am getting at i= that vou have two basie
thoorios for such a progrim 1n Ttalyes If the %ar D part—
ment was doing it, it could be dorne as a part of military
oceupation of a former Cnomy country: if you arc doing

it through lend-lease, you mi=t be doing it on the thoory
that the operation is part of the defunse of the United
Staten.

Mr, COX: No; but it was done on & crbined basis, during
this past [iscal yeaTre The A.my ~sked for certain funds,
which =as the $562 000,000 previously rafereed to. B
nlsc deked for certzin funds Lo furnish supplies at the
roguest of the Army when our Lrmy was an army ol occupa-—
tiorie It still is an army of occupation in the sonse
that 1t parcticipateg————

HUd™
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Mr, CASE: But you think it should be charged to this
fund, rather than o the llar Department appropriation?

(r. CCK: You have two practical aquestions there; one,
ag a matter of precedent and practice it ias done partly
that wey last year; gecond, this year, a8 I understand
it, the Army 185 not asking for funds for this purpose,
but hes already stated apd is willing to state that, this
is vitally necess&ry 4s & matter both of military neces=
aity and national defense or 1in the interests of this

country.

The basis for continuing use of lend-lease funds in Italy wes
. GCrowley as follows:

Before you recess, may I say this aboul thet money for
Ttaly: Our Army and our allies hrve cccupied Italy since
1943, MNow, as I understand it, there ara no funde avail-
able except this %__ , with the exception of a few
million dollaras in the military, that will lest perneps
during hugust, for supplies to prevent disense and un-
rest in Italy.

It gets back to & practical matter, that if this Govern=
“ent does not appropriste soms money to toke core of this
immediate emergency you have there, until this Government
and its allies can work out some of the reliefl programs
for Itely, then we have no ~thor choice, as 1 sec 1%, but
to withdraw our Troops from Itoly and leuve them, you
might say, stark naked, without food, without clothos,
fuel, or anything clse, And after occupying thelir country
since 1943, it seems to me %o do have some responsibility,
:n the interest of the redoployment and sccurity of our
troops &nd tho pence of ihe yorld, to try and stabilize
that government thore if ve possibly coan, 48 to how

much moro this tovernmont wants to put in to help stabi-
1ize that Governmont, that will be o matiter for Conpgrcsse

to determine when that question 18 piven to thom. 6/

M Crowley inserted ir +he rocord a statement by Hon, John J.

McCloy, Lesistant deerotory of Var, which reads ns follovie:

5/ Ibid, P. 7251 .

6/ Ibid, p. 726

Hhudo
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"During tho time thet militery operdations werc being
conducted In Itcly, 1t wns o definitc military nocessity thet our
lines of communieation cnd supply should be kept intact and freo from :
intorforonce, cnd thot conditions should not be pormitted to arise within 1
the eivilion populrntion whieh yould require divorsion of troops from the '
fighting front. Durins this poriocd, puroly military rocsons dictatod
the importatlion into Itely of suffleient supplics to prevont disecse ond
unrest. «ith the cessction of hostilitios, the necessities of the
militery siturtion in Itely cre no longer sueh ns they woro when the
operetions were in progress., This, howesver, doos not meon that tha Lar
Departmont no loncor hag a vital interast in the politierl ond ceconomie
conditiong which preveil in Itely. Under prosent plons soms of our
troops will still bo in Itely throughout the bslance of this yeoar. But
rport from this considerntion,twico in o quartor of o century politiesl
and ecconopiic conditions in Europe heve in one wny or anothsr induced or
forcod us to moke voest militery offorts in that aren. If bosie economie
nnd politicel stebility is not restored to suropo, destruetion of the
German Arny mey well foreoshodow not peace but disorder nod furthor
conflict.

"1t is tho period immedietely following the toctisml victory
which moy dotermine the pattorn of tho sereo for many years to come.
Italy's stratogic position in tho lModiterranson aren mekes its stability
ono of the kaoys to pecaseo in Europe as & whole. Today Italy is cconomically
prostrate and politically fecblo. This situation cen be curcd only with
gome. matericl asslstance from the Unitoed States. The Jar Department is
advised that a plen will be promtly formulatod by the oxeccutive arm of
our govoernment, in consultetion with tho Congress, whieh will ecover our long
term intorcst in Itcly's oconomy. In the meentime, our govarrment's
intorest is that Itely shall not be pormitted to further submorse cconomle
aclly,

"hs I hove indiccted =bove, it is the .or Dorertment view thot
the nocessitivs of the militury situstion in Italy no longer support tho
«£ Doportment's primary responsibility for the provision of supplics,
Thurefore, the wer Depcrtrent hos not ineluded any funds for Itcly in its
1946 buasot estimotes.

"hs £ result of the Jamy's experiencoe in Itely tho .ar Laportmont
ing obtoined first hand information with respsct to the economic ond
peliticel conditions which pravell thore. Genural helinrnoy roecently
edvised the .or Depertment thet 'Italy will nood outside ccunomie =nid for
gomy time to come and this eid may woll be morc immrtmﬁﬂdﬁﬂrly
politicel end eeconcmic rucovery after the closc of tho mYLYY ry period

thon in tho uvarly phusces whon thu prescnec of troops itself 1s & stubil-
1zing influvncu., If it 18 to continue to be United Stetos policy to
asslst the rocovary of Italy and to prevent tho political end ceonomie
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Disturbance which rould arise if aid vas abruptly wvithdravm,arrangements
should be promptly made so that the continuity of the flow of minimum
cagsential civil supplica will not be broken.™

"Other reports which we hove reeeivod indicate thot the
industrics of northurn Italy hove not roceived as great damopgo os was
at first feared, and, that if the necessary raw materinls and cool can
be provided, o substantial production een immedintely be roactivated, On
tiio other hand unless assistence to Italy is continued after the termina-
tion of military support, uncemployment v1ill continue with rapid doteriora=-
tion in the alreedy precoarious situation,

"Undor the plans for redeoployment our troops will bo continucusly
vithdravn throuphout the belance of this year, It is essential if Italy
is to pick up her ovn economy and practice a moximum of self-help that
some steps bo taken to provide to hur the necessary rav matcrials and other
bogie supplies in this immedistoly critical puriod, Failure to make this
provision may well make incvitable a euccesful. roesurgence in Italy of the

forces apoinst which ve have fought,

"The Viar Dopartment now has, in its pipoline, supplics which
con bo provided to Itoly, to meintain tho present lovr level of economy
until nfter Ltho 1945 harvest, The Forelgn Teonomic Jdminiastration has
included 100,000,000 in its 1946 budget cstimctos for supplivs to Italy.
This sum, together with supplies already purchasod by the |lir Deportmont
for shipment 1n July and sugust, will maintodin a flow of supplivs into
November-Decembor, which, on the bnais of our experience and knovledgo
of conditions in Itoly, ropresents the bare and irreducible minimum of
imports calculnted to provent dosecnso and disordor, Further than this
it is esgsci tial that provision be mndeo promptly under some coprohensive
program, not only to continuc such supplics through the winter, but to
supplement them with certain rov muterdeds ond equipment to permit the

djustmunt of Italy's cconomy to new conditlons,

Ni.s Ttonly has not beon deelared eligible for loend-lonse,
funds nppropriated to the FEL con be utilized for Italy only by
their transfor to the Yar Department, The War Deopartment supports tho
i &n the roquost vhich it mokes for funds for uso in Italy and will
undertoke, to the extent thant funds approprinted by the Congress For the '
purpose moke it possible, to provide essuntial supplics to Italy to the
omeunt of 5100,000,000 until Deecember 31, 1945.%
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THE WITITE HOVSE
~ashington

July 2, 1945

Dear L. Crowleys

It 13 a matter of deop concern to me that the economic
situation of Italy bo not pormitted to doterlorate further,
Our policy is to assist in the recovery of Italy as the only
agsurance agalnst a rosurpence thore of tlie forces we have
fourhit in VBurope, and propress towards recovery in Itnly will
roquire substantisl agsistance from the Unlted States for many
months to comog

I am glad to loarn that the War Department and tho TEA
ara in apreoment rospecting the availlabillity of 100,000,000
for imports to Italy from 1946 Lend-Lease funds. This should
assure our being able to meet minimum supply requirements durs
Ing the poriod of redeploymont of our forceo and into the winter.
Dy that time I expoct that additional funds will Lo available

for Italy.

Funds under tho now program cannot be avallable at an
oarly date, and, as a result, all apencles muat make overy
affort to mako fully effectlve such resources as are avallable.
+ith this in mind it oecems important to ma that the Tlar Depart-
ment be alert to declare surplus in Italy property wihdch iz
economically useful, but of doubtful continuinec value to the
armod forces, unlesg 1t c¢learly has a spubstantlial disposal
value in another area, Also, in the disposal of such proporty
as surplus the problom of prices and terms should Le approached
in the lipght of our substantial intorest in assisting rocovery
in Italy,

Another matter which may Justify axploration i¢ the possibllity
of ellminating shipping charges againgt funde made avallable for
rellief Iin liborated arcas including Itoly when Qovernment shipping
that can be used for reolief to such arcas would othorwise be a
charpe agalnat the Lar Departnent for the retwrn of Amorican troops
to this country,

Very sinceroly yours,

/a/ llarry Trunan

I'ne !lonorable
Leo T, Crowley, Adniniotrator )
Forelpn Economic Administratlion 5 U J L’.
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HEPART ST OF STATE
GASHTTHGTONR

to1 September 4, 1945

Dear Laoil

The Presidont has, as :rou know, agreed to the
continuation of those spocial lond-leaso programs o
the fulfillment of which this Government was firmly
cormitted prior to the termination dlrective of

Aupust 17,

It i my undorptanding that this oxceptlion ap-
proved by the President authorized the continuation of

three prosrams, the details of which are piven Lolow:

Saudi Arebia: The United States has out-
standing cormmitments to tho Government of
Saudi Arabia to supoly 58,870,000 worth of
commoditios and 52,500,000 worth of sllver
for coinage to that country, The propram
having beon approved both by President
Roosevelt and Pregident Truman, tho Jaudl
Arabian Covernment vas informod in writing
by |dnistor Bddy on July 2, 1945, that this
Qovernmont would chare equally with tha Gov-
ormment of Creat ritain in a jJoint 10 nil-
lion dollar supply propram, and that the
United States would provide Saudi Arabia with
& supplomentary supply propram of slx mlllion
dollars, Thls cormitment was also plven in
person in .ashington on Aujust 1, 1945, to
the Foreipn Linlster of Saudl Arabla.

Liberia: Under an agreement of Decomber 31,
1943, with the Government of Liboria, the
United States undertook to construct a port
in lLiberia, in roturn for which the Llberian
GQovernmont pranted to us tho right to estab-

1ish

The Honorable
Leo T, Crowley
Adninistyrator,
Forolg Economlic tdministration,

saghington 25, D, Ce 5U34
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lish military and naval installations, I'rosi-
dent NMoocsevolt on Septanber 14, 1243, author-
ized the allocatlion of lend-leaoe Sundo for
the construction of tha port, and tho sum of
$12,500, ,00 was subscquently pald over by the
Foreipn iconomic Administration to the llavy
Dopartment as procurement agont, In additlion
to approximately 57,500,000 of thase funds
which heve not as yet Loen either apent or
ohlifnted, the Navy Department estimates tlat
a supplementary allocation of about 32,500,000
will be required to cover increased coats of
matorial and labor, The cost ol tho port is
to Lo roimburged to the Unlited States from
port revonuos,

Itolws In view of the termination with Aupust
lnndlnrs of combined military responsibility

for the provision of civillan supplies to

I[taly, the civilian authorities of the Undted
States, Unlted Kingdon, and Canada have ace~
capted rosponsibility for furnishing such sup-
plioa over a short poriod, The sun of 5100,000,000
was made avalloble in the 1946 Lend-Lease Approp-
riation for financing 7 _nupplieg to Ttaly, bejin-
ning il Septomber le.-::-m:].‘:.nrr::ih <0 have Tre-
poatedly advisod the Nritish of our financial
arrangenonts for tho Italian propram, and have
urped thom to make approprinte arranpemonts,
They have agreed to the program proposed and

are currantly making supplies available,

I ohall appreclats confirmation of our interpreta-

tion of the Preaident's decislon, and andvice that the
Foreign Economlc Administration will fulfill the lend-
lease programn noted above,

sincerely youra,

/8/ s L. Clayton

.H-q L-t'n ulﬂ;‘_,-"trﬂn
Assistant Seocretary

IUJ3
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Ninbhex 57 B0 o8 september 1945 Page <
1275 aa modlfled by pard 3 pf pame mespape 1d satlafactoryr,
wltn the undernbanding Ehoel peference In para 3 b I:ui' LAC '.E“E
1 to ecivilian agencies having gupply respons ib1llty, end thal
i 1_.r'-r|:1n::*'T._.-i’r._-;__t_lrg:'i Led 5 ",mtr g [vll ian agenocien will coat quanil te
Eive rocords ond b L raciple 11 rfww'mnﬁm unlle herally. The

EOTOTNLY Lo a1y o) R AR AT .j"f'T'-' Mmiced suates undenr chin interdim
progrom will be ]-fpi‘ on o Unlted States, not 4 comblined,

baalao The United Einpgdon have propoged that froodn X Dl ted
riuulcm he deliverod GO Ttalian Government FOR British portd
{sge PAT 160). Under this avrrd r-rr*turﬂt cusl ol *_ni anum _be
taly wil) still be fMnanced 1nttially oy nloed I }r’tn Tl

1."1 Gion I OrThE requeduec Lo TATOLN Vou OF U“'*-‘f- T X Tnpco
ACcCOUNSLNY progedure.

5 shipping pr wpedure for basic propgratl, or shipulent
g

from Unlted States gourcco under Lasic program procedulrs Lo
o follovwid

i Qoecpla |
fdminlatrator as pi! 1nc
and "WSA ag agent (or

13 of lading wlll show "wer Shilppings
pnal foy account ol FEA, " as conglpnor,
nlled Staias Aviey" an conslignee,

B. Bills of lading will bean folloving cleune
tapanafer of propenty to Uni ted Shates Avoy will Lake ,.Cu.:-h_*.u
at ond of phipa tackle ab qosil ina tlon, "

0 ane of the orlpginal billo of ading will be
glpned at deslinotlon (Ttalien port) by WOA ag dgent for
mited Staten Apiy #©3 receipt for branafer ol propelty o
A o United otacen Army. This tpanafer must take place In
ovder to lepallze unoe ol FA funds for this purpasc paecalpl

1o poeturnaed to PFIA for record

D. Way Depaprtment InSTrue Ling MIOUSA to work ouk
with Ah and ALCOM 1n (leld the nrocedurch o LUl

gupplles over Lo LM alian Government, Th la pr out dupe ghould
tnoluda transmlittal of ITtallan covernent recelpt to ALOCH.
. Conslgnmaenta wmider YB program Ore tr {np mariked

"tealy" with no port ol catlon, on asasumption that they céan
be roubted rom Gibralisy unuer exlisting thealer procaduren.,

M0 -0UT-70523 (Sup B5)
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13

e 0L ament .8 ccontot all detnils y{* allocatlion, aracures
Wpment are napaged In Washl rigton by FEA Regulod
in WRA 8nd bears symbol YB Unda® p_..i".*.']r_.'ihl.-
10,000,000 FEA appropriallon 18 LO pe used
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Deceiile Lloadingn wantlty La 222 202 wons L0 UnLoogl

toadlinm. 450,000 kong oy Novomnpey loadlngesg ouantitlices being
aracurad are thope dets led in HOC 201 Jomevnat dliflerang

|
firires 1in & eibhle numberod BFX 5S¢ 206 of 25 Aupguan I.,.-'w 3 1I'ron
ATHO to CCAC. are utol belng uvoed nere LI ofar as they reicr

CO Noaas ' Cl YV LAAD 118e 1nce Lhie 01 hle d1d not come &

£ 0% wam AC in QO serii nltod Scates ar Depaptment 15

mee ting from United Suated aourced [t direct mllizary

el Temnc nts Includinme logamotive coo 1 for ol

L ey 41 needs . wnloh are 4t1l1l undepr dlacugalon Rare

ot et uresen belne met from Unltod O Lates oup.
| 1th Alrica
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for il civilion Ot
Navomber lLofdllyzd o allocstlon
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but are belng suppllicd hio extent poasalble oo
4 ol I ponthily quantities and products aa act out 1n

moc 260 of 30 July 105 hes been approved here ag R pagqulirenent
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LAC 17 Copy No, 5521

November 18, 15944

‘ LIBERATED AREAS COMMITTEE

otatus of Supplementary Financing ol

Civilian Supplies for ltaly o

On Octcber 10, 1944, the President approved a memorandum {'rom | \T;)
the Sveretary of the Treasury recommending a plan feor financing jﬁfﬁk '
supplivs for Italy procured in the U.H. aside from those furnished

in the military progrnm, This memorandum is sttached as Enclosuro A

A statoment releesed by the President on the samo day, setting forth_

the genernl principles of the plen, is alitached as Enticlosure Hhh—-'isz

Aftor approvel of this plan by the President discussions were hald ™~

an' the dra Itlng of m stntement te the Italion Government outlining

its provisions y i
A VT

There iz ottached as Enclosure € a copy of a statement trans-
mitted to Mr, Kirk in Home en November 4, 1944, fer presentation through
the Allied Commission to the Italian Government covering Lhe proposed
{inencial arrmnpements for U.S, supplies. Word was roceived from
Mr. Kirk that this statement had been presentod Lo the Acting
Commiscioner of the Allied Commissien for transmittel on Nevember b,
Since that date discussions have been held ameng the btate Depariment,
Treusury Uepartment and the Foreign Ecenomic Administration concorning
the "detoniled procedure" which should be develeped to lmplement the
program, A8 of Thursday, November 16, 1U¢4, apreement had not been
roached on the wording of an additional telepram to Kirk setting forth
these procedureses In peneral, however, the discussions involved the
submission threush appreoriate chenncls to the Combined Liberated
Areas Committee by er with the approval ef the Italisn Governmeomt of
requisitions far supplies other thoan those to be furnished by military
authorities. Under Lhe procedurs, a fund weuld be established in the
I'reagury to the eredil of the Italian Government., Amounts would be
relensed and would be used to pay for items to be procured in the
U.S5. ag approved by CLAC and other appropriate apgencies,

It is believed likely thet an aproed tolegram will be ready or
dispatch within the next twe or three days ,

dU28
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ENCLOSURE A

WMEMOKANDUM FOR TH: PRIESIDENT KON
T SLCHOLLAKY OF TG THEASURY

we will pay currently to Lho Wlegtern Buropesl
gur troopse

As you know,
f the locel currency which

countries the dollar uquifalunt 6
will be spending out of thelr pay in such countries, 1t helng traditional
that thi Unitud otatus should not plecec the purden of the pay of its
troops un friendly counlrios .

the

we have not been peying
Inutead, WE have

A the TremRsury, holding
tually he turned

In the case of Italy, however,
dollars ropresenting our troop PEY .

hoen pLECINE those dollars in & special acecount 1
them with the thoupht in mind that they might even
gver for Lhe uso Af the Itelian paoples

1talinns tha

£ situntion in Ttely I SUEES et thut 1taly

should now bu pocorded arrangemnents gimilar to Lhoss in cffcck with
the Vioglern Luropeal countrics except that we roservo all rights in

the [inal sotiloment ol accounts with Ttelys

in view of the preson

that the dellars which we |
troop pay be made avail=

I roecommend, therclore,
n dollars ropre comBing

gaide An Yhis ﬂrﬁﬂiﬂl ACeouU S rupPuEHﬂiiﬂE
ahle to the Thelinn Govornment nd Ehat from now =
the pay of our troops spent in Ttely be mads availablu currcently 'O

tlhie Ibonlinn Governmont.

This stoep 18 phrticulﬁrly Eiﬂﬂiriﬂmﬂt S bHis time DocAUS] of
need of Italy for [oroliff exchange vith shich to pay lor Lhe
supplizg for ito pt ople which heve hur tol'ore
1-.p~;.n1'.r.~pr:'|.:.ﬂr.lnns.

tne
nucoasury nivilien
beon paid ler out of Army
gntirely pprouable 1O thie method of finuncing
wide their part of the pupplice
poments but will not LR
supply program will be

The British wre
1.5, supplies, ano will continue to pit
for I[iuly uncar tholr own financial arrai
troop Puy e Chunges 1in the prusent BCOpU of’ th
the subject ol furthcr agroement.

Tho wttuched proBe roleass should not bo issucd until tha
Ttaliem Government 18 inflormod, which will b done nE Beon U8 you
approve the arrangomonts
the Scerotary of War und tho Foreign

Tha crolary af SLtutd,
smont with this propositl .

Economic Administrater B in AEre

dUd
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[ huve today approved the rocommendntion off the Seerotaries of
Stube, Treasury and War, and af the Foreipn Boonomic Administrator,
that the U.5, Government currently make aveileble to the Itnliam
Govarnmunt the dollars equivaleni Lo the Italian lire issued up to
now and licroafter s pay te U.u. Troops in Ltanly.

The dollor procoeds of romittancos made by individuals in
this country to fricnds and rolatives in ITtuly sre also belnp mido
sviilable te the Ltalian G vernment as nre the dollar procueads of
uny products cxported by Itnly to this couniry.

[t has boen our intention te muko avellable to thu fricndly
western Burspean countrius dollars eguiwvalent to the locel currancy
issued aus pry to Amerlcean troops in their territory. This policy
differs from that te be spplicd in the case of Ituly since in the
latter case il is subject to gpucial restrictions reservod to the
United Stantes in connoction with the finnl peace sottloment.,

The dollars made nvailable to Linly will bue usaed by the ltalian
Government to puy for dssential civilian suppllcs purchngsad 1n this
gountry for use in lih rated Itnly. The U.w. Army hap cuppliid
substuntial amounte ol curtnin cosentinl eivilinn gpoods such ns
food, clothing and medicnl supplies ns & NeCosauTy part of military
operntions in Ituly. The Punds which I am now making avnilable will
spoblo the ITtelisn Government under control of spproprinte Alliwed
autheritios to obtelin in this country othar gascnbinl givilian
supnlics and to continuc LO abtain essontisl supplies alter Ehuo
U.5, Army propram CCUseS.

This stop has boen taken after conpul tution with iho British
Covernment which has nlso beun providing ceggontial civilian suppliles
to the Ttilians and will continuc to provide its shura ol an nproed
program of auch supplics, but under difforant finnnclel arrungemoribo

The Fascist dictoatorship which led ltuly into wur upainst the
United Stotes and the other United Nitions has buen overthrown.
Today, the Italiun po ople arc cooperating with the Unitod Notions
forcus in drivinpg the Germans lrom Ituly. Our soldicrs, gnilors und
cirmen are welcomed nund assisted by the civilion pooulation in Ttuly
vhHeruver they goe. Itmlian Lroops joinad with our forcéch nt the
frent. And behing the German lincs, Ttalinn partisans nrec heroicenl ly
piving their lives in the strugplo.

It is te our interusts thnt Italy be ublc te contribute ne fully
ns possible to the winning of Pinal victery, Whilo the rSUELEiEth—nt
mus C
it 18

of I'|;_|._'|__:|.r g n froo ine[-‘pl:nllttlL und .“.1=1.'|_'-*E|t'|:_']['1-1"1"1-i.ﬂ[."| nution

[_}]_""j_mf._u‘l]_:'r blig resp JI]Ei-il‘llllt'.:," of tha ltalinn ["'-IUF']-"-' themae lves,

iluo to our interost that the Ttaliaon people bo piven Lh epportunity
to obtuin und puy for tho nucossilios thoy need from us if thoy aro
to be nble to help thumsolvos,

g
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SUATOMENT ON AMGKIUAN POLICY KEGARDING
FINANCING OF CIVILIAN SUPFLINS FOR ITALY

1., The United States Government has decided to make available %o
the Ttalinn Government the dollar equivalent of the net amount cof
Ttalian lire huretofors expended by Americon troeps in Itnly out of
thoir pay nnd allowances, as well as the dollar equivalent ol [uture
lire expenditures of' this character,

2. In addition te the dollars made availoble to the Italian
icvernment pursuant to the arranpoments deseribed in paragraph one,
thiere have been made wnd will continue to bo made available te the

Italian Government the dollar funds resulting from remittances to

Italy from or through the United States snd the dollar procoeds ol
Italian exports to the United Stntus.

%. The action of thoe United States deseribed in theo previous
peragrapha doos not prejudice or changs in eny form whatsovvar Lhe
terms Lixed by the agreememt of armistico with the Itelion Covaernment
and of other apgreements, technieal or politicael, and tho s tatus pertinin-
ing te clunims on tho Itnlian Government nnd Italian citizens by the
Government and ecitizens ol the Unitud Ltates,

4, The U.,5. Governmoent will shortly inferm the Itelian Govarnmont
of the approximate dollar equivalent of such net lire expenditures

herotolore oxpended by Ameéricésn troops out of their pay and allowunces.

HUZD
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5. The dellars made availabl to the Italian Government under

< = B - - e - e S ————— E——

S N [ P m— il — J——

. paragraph 1 may be uscd anly for the procurement ol oS54 Lol supplics

in the US., The US Army, togothur ?ai_ I'_h the Britisn _f't._rr_r}"_, is sunplyi g

T ——

rasentinl eivilian ponds (sueh as food, clothing, mediclnes and fuel)

— r—— e ————

as a necessary part of military operations in Italy. The duration of

—

- - -

e ——

e P—

this responsibiliby is nee ssarily dependent upon fuburo military

developmants. Durdng the P riod when such supplies ar being provided ‘

by the US Army bhe [umls mado svailable to the Ttalian Govornmint,

under pardagraph 1, may be ascd to procuro such other cssential eivilian

—— —

military propram. These funds

supplics as are not provided undor Lhi

— — S — —

e S — —————————

will 2150 be available to the Italian Government for G purchasn o

o m—— g —

csgontial supplics aftor T cosvation of the U.o. Army program.

—— — o— - —— - ﬂ

6. Tho program of essential cl vilian poods not provided under
the militery program and wiiteh is to be nrocurad by the Ttalian Governmen
sut. of the funds mado available to it under poragraph 1L abpve, widl b
dravn un by tha Itelian Government ancd wild be subjeet to roview and
| approval of the Allicd Commission and othe A1licd agencl s concerned
with the nllocation af poods in short supply and of Lrinsportal Lon antd
port facillties,
. Tho detailed tcehnical prooedures, by which the dollar
equivalent of troop pay made available under paragraplh L ‘above will
bo made available to the Itallan Govornment and expended by it, will be
worked out by the appropriate ageneics of the United Stutes Lov ITme Y

UZ4

F. The dollay Funds from the procecds of Italian cxporbs to the

in conaultation wilth the Ibalian Gove roment .

United States and of remittances from or through the Unitod Statcs arn




ap—
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available for expenditures by the Italian Government for the maintenance
of its diplomatic and consular esteblishments in foreign countrics,
for expenditures te maintnin Itanlian vesscls in foreipn ports as
well as for the purchase of suppliecs within the scope of programs
approvoed by the appropriate Allied ageneics. Expenditurcs from
those accounts ure subiect to review by the Allivd Commission and
to liecense by the United States Truasury Department.
¥

The United States Governmont hrs adopted the prosent program

aftor oconsultation with the British Govornment. The Aritish Government

__,——I'I——- I B e —

has provided and it is understood will continue to provide its ENATEC

e TE—— T i e e G -

—_— P o G —

e T —

of nn agreed progrom of essential civilian supplics, but undeor

differont financial arranpgomenls.

ouz3
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IAC 17/1 o,

i) |
December 7, 1944 Copy- No._

LIBERATED AREAS COMMITTEE
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<3 « { - fr. Kirk on
The statement attached as Enclosure A was sent to l

December 2, 1944, as an explanation of the procedures to be full?wed
in the use of the dollar equivalent of the lire expended by American
troops in Italy out of thelr pay and allowances. 1t supplements the

statement of November 4, 1944, to Mr, Kirk which was distributed to the

Iiberated Areas Committee as LAC 17 under date of November 18, 1944.

John E. Orchard
Secretary

dU22
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ENCLOSURL A

Statement Sent to Mr. Kirk, December 2. 1944, on Procedures to be Followed

innﬂsembﬁ-lﬁﬁliaan?F?rﬂﬁﬁﬁﬁ_Qf_ﬁﬂllﬁf Equivalent of U. 5. Troop Pay
Expended in Ttaly . =

The procedures outlined below are :ntended to provide a temporary
operating mechanism until such time &8 conditions permit other arrange-
ments which may then be worked out in consultation with Italian authorities.

The exact amount of lire expenditures to date has not, as yet, been
determined but the Italian Government may be informed that the amount 15
new estimated to be somewhat in excess of #1000 million.

The scope of the military program, as now defined may be subject to
change, From this it follows that the type and quantity of essential
supplies which the Italian Government may desire to purcnase with these
funds may vary accordingly, even before the military program ceasesS.
Furthermore, upon cessation or reduction of the military program the
Italian Government may have to plan on the use of these funds for purchases
of the types of supplies now furnished by the military. It is realized
that in the absence of a definite specification of the content and duration
of the combined US=UK military program effective planning of the use of
the troop pay dollars is most difficult.

The statement of procedures follows:

I. Procedure for Submission of Hequests by the Ttalian Government.,

(a) Upon the approval of this procedure the Italian Government may
submit requests for essential supplies other than those to be furnished
by the military. These requests shall be formilated with the approval and
assistance of the AC as long as such approval or assistance 1s required,

(b) Such requests should be submitted through the appropriate channels
fo the Combined Liberated Areas Committen which will sereen them, US, UK
and Canada will then allocate the procurement responsibllity for approved
items among themselves by a procedure to be agrecd upon shortly,

(¢c) 1In cases where the U.S. precurement responsibility has been agreed
upon, FEA will then proceed with the procurement and delivery of supplies

against such requests.

[I. Financial Frocedures

(a) The dollars equivalent to the net troop pay in Itali;iligil will
be paid into an account in dollars to be established in the US Treasury for
the account of the Italian Government.

s L
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(b) It is proposed that an initial credit of §50million will be
made to the account and that additional credits will be made from time
to time as the US Treasury receives from the US War and Navy Departments
certified statements as to the amounts of net troop pay disbursed in
Italian lire. The U.S5. Treasury should receive from the Itallan Govern-
ment 4 blanket duthorization to credit this account automatically as
outlined above and to debit the account automatically as outlined in
paragraph (c) below, The text of a suggested letter from the Italian
Finance Minister to the Secretary of Treasury which indicates the require-
ments of such an authorization is being sent in the immediately following
telepram.

(¢) ks soon as FEA cortifies to the US Treasury that either (a) FEA
is procuring or has authorized the procurement of essential supplies
requested by the Italian Government as outlined in I-(c) or (b) FEA has
obtained the agreement of the Itdl ian Government to pay out of the account
for supplies procured or to be procured from US sources, the Treasury will

W t—

make available to FEA or as directed by it, funds to cover such procurement

and incidental expenses or such agrocment to pay and will automatically
debit the account therefor. Appropriate adjustmerts will be made to the
account on the basis of detailed vouchers which FEA will submit to the
Treasury Demrtment and to the Italian Covernment certifying the amounts
and prices of the items which it has procured., Other adjustments will be
made to the account as may be mutually agreed upon between FEA and the
Italisan Governmnment.

(d) These funds are not to be used to pay for any goods delivered to
Italy prior to the date of the opening of the account.

You should consult the Italian Government through the AC and obtain
its agreement to the propesced procedures,

HU20
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Text of Suggested Letter to the Secretary of the Treasury
from the Italian Ministry of Finance
i It is the desire of the Italian Government that the neccssary procedures

be put into opcration to implement the policy announced by the President of
the United States on October 10, 1944, whereby the dollar equivalent of the
net troop pay lira disbursements of the armed forces of the United States
in Italy will be made avzilable to the Italian Government for the procure-
ment of necessary civilian supplies in the United States. It is understood
that the United States Government is making such dollar credits available
without prejudice to any claims it may have against the Italian Government,
for troop pay or otherwise, in the final peace scttlement.,

Accordingly, the Italian Government requests that a speclal deposit
acecount be established in the Treasury of the United States in the name
of the United States Secrctary of the Treasury for Lhe account of the
Italian Covernment and that this account be crédited from time to time
with the dollar amounts to be made availlable for the benefit of the
Italian Government from the net troop pay disburscments of the armcd
forces of the United States in Italy.

The United States Treasury is authorized, pending further advice
from the Italian Government, to charge this account currently with the
dollar amounts certified by the Foreign Economic Administration ol the
United States Government to be required for the procuremcnt of civilian
supplies, approved by the Italian Government, It is understoed that the
amounts ecortified by the Forcign Economic Administration may be adjusted
either on the basis of ordinary inecldents of procurement or as may otherwlise
be mutually agreed to by the FEA and the ITtalian Government, and that
appropriate charges or credits will be made in the account without further
authorization to roflect any such adjustments.

The United States Trensury is further authorizcocd to charge or credit
the nccount as nocessary to raflcet any adjustmints in the certifications
of the United States War and Navy Departmonts as to the net amount of
troop pay when such adjustments are indieated as a consequence of audits
or othar rovisions in the accounts of disburscments for troop pay.

| auly
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Roma 20th Ju P ] Oh

[y dear T, Secrotarys

It is the desiro of the Italian Govornment that the neceusary
procedureg bo put into operation to implemont tho policy snnounced
by the Frosident of the United Statos on 10 October, 1944 viercby
the dollars corresponding to the amount of liro pald to clvillana
Ly American troops in Italy out of thelr pay will be made avallable
to the Italian Covernmont for the procurement of neocessary clvillan
suppldas in the Unlted States, It is undorstocd that tha United Statos
Government is makine such dollar credits avallable without projudice
to any claims whatsoaver it may have apalnst, the Italian Governmant
in the final peace settlemont, .

: /

Accordinpgly the Italian Covernnent (Minlstry of Treasury) requests
that a special deposlt account be established in the Treasury of the
Unlted States in the name of tlio Unitod States Secrotary ol the
Treasury for tho occount of the Italian Government (Minlatry of
Ireasury) and this account be credited from time to timo with the
dollars corresponding to the amownt of lire paid to clvilians by
American troops in Ituly out of their pay, vhich aro to be made
available for the bonefit of the Itallian Jovernment.

Tho United States Treasury is suthorized, pondinp further
advice from the Italian Qovermiont - Minietry of Treasury - to
charge %his account currently with the dollar amounta certified
by the Foroign Sconomic Administration to tho United States
Government to be required for the procuroment of cilvilian supplies
approved by the Italian Qovernmont. It is understood that the
arounts certified by the Foreipn Economic Admlnistration may be
adjusted oither on the basis of ordinary incidents of procuromont
or us may Le otherwisp mutuelly aggroed to by the FUA and the Itallan
Govormment - Minigtry of Treasury - and that appropriate chargee
or credits will be made in the account without further authorlsation
to roflect any such ad justmonts,

The United 5tatea Treasury ls furthor authorized to charpe or
credit the account as necessary to reflect any adjustmonts in the
certifications of tho United Otetes .ar and lavy Departunents as to
the dollars corresponding to the amount of lire pald to clviliang
by hmorican troops in Ttoly out of their pay when such adjuatments
are indicuted as & consequonce of nudits or other rovisions in the

accounts of dlsbursements.

/ 8/

Harcello Solerl

Minlater of 'I:h5 L'}]Te:}?ury

The llonorable llency lorpgenthau, Jr,
Sacretary of the Treasury

United States Treasury Lepartment
Aashington 25, D, G,

- T By T D
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L. irocedurey whicn 4 floey vil Givilien duy ile., Cetegory ™" (ua Mg,

L. Delinition of Civilicin Su piies,

-

Civillen eup, lies for Itely cre elossificed lu thvo cLtepgories by the L
udrective (row tne Coubined Cuiefs of Stali to thLe Comcwnder of tle aditer- '
rinewn Trecter duted Jumurry 30, 1445 which 1o, lements the Joint stiteient
by the Presicent end the priuve ;idnister of September 6, 1944.

Levegory "iM - Supolles for which the coubined wdlitiry wuthorities of
Jods wnd UJK. ere res onsible com rise the following:

t. Those yuntities or loou, [uel, clothin, «eaierl, sunltiry
tnd otner wgreed essentlel sup, lius necessnry to prevent ulsecse wnd
unrest .rejucleicl to wllitor; opervticns.

b. Those su_, lies such ag [fortilizer, rov S terdels, tuchine y
&nd equl aent, tho im ortirticn of waich . 11. recuce militer re-
quirements lfor the in, ort of egsenticl clvilian sup;.lles for the
purpobes relerred to in thls jeragre h. L9 the tise when conblined
Willtery rescongibility wis. temuincte wili not oe known when requli-
sitlona ure being grepcred ind cousld red, the im ortuticn of
sup.lles under this sub-peripre h vill not be e:cluded aerely be-
ctuse the eflect of such 1w orts ey not be felt durdng thu perled
of combined ullitery respoisibility.

c. Those supplies recessiyry for the restoretion of rsuch of
tiie Ttallan vover syste.s, trinospertetion c.d communlestion
fueilities which will further the militery effort egrinst Gernuny
Fnd Jeain.

Cetepory "M - Cocsists of esserticl eiviliun sup,lics ertiouliriy
designed for tle relubilltitlion of the Itelien Liauwstries, in souition
to thrse ta ve rovided unae: ct tegory M ',

of the tio Gutepories

<. y(rop retlon of fequireients end Integritio

of Sunillas,

The Llutepr: tion of tue bao ctte orics of su, (iles 1s cozolutely
necess.r becuuse ol the overlup Ang tnd difficulties whiien will be in-
curred by &tleopting ¢ clocr-eut divicion, Tt hu:s seen founc HecassLly
thet eli requirewents for Itely .nich erc eszenticl to the sup, ort end
renchllitetion ot the It licn econouy sliould be crown uj ¢t the pLuwe
level breruse thoy tre very closely interconnected, This . TOCHUUI'S 1.3
thierefore becn tecepted hy the nilitury end the eiviliin co.bined tgencles
L5 the uost voricble one:

. The ;i_ice Couulission An consultetlion with the Itelien
Governwent will drww w, &l. rejuirements, which wre Justificble

IU17
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cow lete arogrum.

be Taiu Joint sroprim will oe sub ittea Lo tae Theiter [
vtuder for convlider tlen end wp,rovel of ite.c of llatiry
responsibility.

¢. 'Thosu itews whiclh the Thecter Couvunder determines to be
gllitiry responsibility wil: Le deeluired citegory "." tind [rocured
znd fincnced tceordlng te procedures which wp,ly; to it. The bilince
of the subi:itted reguirements vwill be treitea ws coteyory "H" @ d
procurvd tnud finenced in ¢ different .uy.

The Thouter Commender 1s dirccted to tdd to the citegory ",." shire of
the AC-1teli:n Governmeut requirements, cis own regulrvenents for the Hreld
of Ituly whieh :re under Allied Jilitiry Govertnment newr thc bubtle zo e
sluce Itily, even if wduinlstritivel dlvided, shou-d be trocted 8 ¢ wit
ffor militiry :nd econouiec recsons.

3. For..rding of HReguiremente to Wislhdogton.

ip roved requirements tre forutrded to Lushington.

. . Tho.e aponzored by the sllitiry, ertavory /", 1a the Cu.-
bined Civil ~ffeirs Co.lttee (Sup,ly fuucom.ittee),

b, Ticse {olilng uncder citegory "D to the Co bl ed Liberited
fre. s Comalttee (Su, iy Uubcoanittee).

L. zereeniiy of Vrlldit, by Co.bired Co...lttce..

= e e

Eeen comalttee sereens the requirewents subi.itted to it Lo woLidity.

The Co bined Civil Lffuir. Cou.ittee ta, rule tlut to.e rejquliementy o
not fill wnder its jurlsuleticr: ceciuse of Lif'l'erence of 1. ter tetition
of the directive by tne comuittee tnu the lnecter Uo under. sSuch re-
quireaierte wil: be returmed to +fhg without cetli n. They wiy cventurlly
o8 resubmittea by sFliv with stro.por jJustificetion to CC.C(S) or sub-
nlttua s ectegor; "BY by +€ to LL.Glo). wien ¢ regulrenent ks buen

tp roved, the ori dncting Lody, esither Iile or av, 18 oo 1 lor ed.

Tue Iteifon regatresents Cor cetogory "M o2up, les vtre identilied
Uy Loprelix M- by CCAC ), Ciuliw) ifceptirics "' rejulirvieents with
aa M1Y opcclied to the miaer. GLaClo) zaslinead to € o blecs wof nuwihors
froo Q. up so thet = reculsiticn Jor cuteiory MHM supodlcs CLLed uir o0
dlrect.iy wl.l he inoun unde. ori, oiie pusoer tna pot mony L6 1T Lo ppens
Lol c¢ategor: "IN supolias,

I1. Processing of requisitlen . for "B" Sup ijes :rfter belyy Coillried

(Peferencas Lo cetepgory ™" sy wtled e far infoimef 151“}6
comLrlson only,)

1. [Ftermlattion of tourcn o swpoay entd S eay ne elal i lity .

Gy et reEgponeibliity s astelainan Laroups Liwg 1aisire Ll
Combilned orras (Comolnaa Hiw anterieas 1 Govuines! Fold o
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i Folebe, the HFrifish manmgrs PG LR Ge(8), and the Comnerctal
Genngelsy of the Caneoionn Facasny 1 {13 Investieote availebllitles,

poth aoob and potentdel , srd neapsre adeinieteal valy a recompeenda-
Lion 25 to soulcea of sUpP2R]) For 411 itemn not on the Heserveu

Commodt vy Laat.

fhems an the Reserved Dommodity L 51, the procedure as outlinec

=%

Hox

in CLAGLS)] 14 ariped) wlll apply.  FaiYE e quantlioeo involyved

are mnall, precdsl clewrarce untier @ dominimis procedeore by the Gome
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The moin purpose of these dnvestipations i8 to detemine ln which
ety the matlerials sye goiny 1o be murchpsed after teking Into
ceacidesntion rraduetion vchedvoles, v pply sud ehlpping problaias.
Uhen complete ppevooncnt is obinined, AG ig so advised md procure-

mend initistad.

2. Procurenent end Finanuing of Supplled.

f. Procurement Responsibilitye

— e —— e 1 PEE —— & ] P ST e RS

The procurement '&ad nonoibility reste with the U.5., U.K. and Canada
29 followo:

Jolla nder the coordination of tlhe Commitice for Supplies %O
Liberated Arees (SLAC) purchases are affected, after Britiuh
Treasury alagranca, by the pppropriate Dritish Supply
Deparvaen ta.

Caneda Cenadiin Expost Board, Dopartment of Trade end Commerecs.
Uekie FiA has full ond gole responsl bllltye
(Coaterory "A" supplies arc haridled ap follows:
Tela War QFico
Cansida putnal Add Board
Ueta tar Depsctoent

e 1.8, the Ver Depertuent cd lo {rom tima to time on the Foyelgn
founomte Adninistretion to procure snd meke aveilable to tham, apralincst
recouisitlions mealved from the 1hepier Comnaiernr, supplies wn lch are
considered enpential oivilian supplies juptified by mllitory necess 1ty
o ceriified ag such by the “ar Dapariments)

B. Finanoing.

R, WA e—

Gategory "Gt gepplics dre to be financed entirely ot of funds baw~
lenine to the Ttallan Covornment or ageinst oponing of eredita by U.S.,
U.K. or Conadian Govermmentit

U.K. The Itellea Govemment will be allowed t.5 E’it@na
hese rehabiiitetion supplies by drawing on 1B
poat-1iberetion storling funds,

The U.K. Sovernment propeses to pay over 1o tho
Ttalion Covernnent the cesh proceeds of [taliun

L] 5 - B - -;

to mrovids more pogt
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vt Govembey 30th, 1044, tho arount pavable to 4be Tteliom Tovt.
wis aperoxt alels 1.7 2511ien pounds,. 1his will be sublect to

iy

A deductlon for repaywent to Uedes Dovemnent of advarces for
[Malian diplnmotic ana abinplry expenses In various countrice,
since lhese advances vers made at the request of the Italian
novernment and are chargeahle to Ttalian post literation
sterlinge funds. [ayments for Ttaliarn exports will in future
be made currerntly and the Italisn Dovemmont will therefore
knov, wniat funds ¥ill bo available for rehabilitation at anv
rarticular tiqe, and they vill Le able to esti-nte their
future incose ags coptracts are placed.

Canada Al present only a very li-ited amount of funos 1s available.
Supply of indlvidual items will be treated o an ad hoc basgis.

U Dollar funds available to the Ttalian Government are:

l. A gnpecial deposlt account with the Vreasurer of the
leie in the name of the Gecretary of the ireasury, called
Procurement ol Clvilian Supplies for Itely, #91-:147,
catablished under the policy announced by the President of
the U.5. on October 10, 1944 «hercby the dollars corresponding
to the dollar equivalent of thae lire expended by Amerlican
troops in ltaly out ol thelr pay and alleviances has been
depoolted. Guch fund has been earmarked for the purpose ol
raying lor essentisl civilian supnlies as certified by the
Foreipn Economie Ndministration. The Tregsury vlll make
available deollar furnrds elther to FEA or as directed Ly 1it.

The Italian Govermment has apreed fully to the procedure
fer the utilization of the troow pay account with letter of
Januvary 20, 1945 from the [ inister of the Treasury to the
Ua S Geeretary of the Treasury. This account is set up to
worv auvtomaticallr,

<« Procecds of evports, remittmces, ete.. Other dollar
fands at the dicposal of the Italian Uovernment will have
to e made avallable on specilic request of VEA and on
add hoe arran permcnts when ilroon pay dollars cannot be used,

Ciange for the procurement of the cupplies fallinge into entovory "AY are
maco aval lable as fellows:

1Py Tar Cffice.
Canada  Ipecial Anpropriation.
Ueti s a) A speclal anpropriated fund to the war fepartment

for relief in liberatod areas during the rzorliod of military
regponsdtility .

b) Under arranrements Letmecn tho "ar Uepartment amd 1'REA
part or all of this flpancing will be coversd by FEA funds
tronsferred to the llar Dopartmert ajainst certificatlion that
the commoulltics are essential civilian ﬂu:'..plieﬁb
(Tih=-requisiticns. l 4
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I. Procurement Progedurtd ex lode

FEA has Cull respensildlily for procurement, this responsibility having
been piven to it by the Liberated Areas Cammittee of the U.5. Uovernmeni wien
on December 7, 1944 it apyproved a paper cailed Statement of Frocedures [or
Civilian Suprlies for Itely, LAC 17/1, =nd later confirmed by the Italian
Government .

1. IProcurement lesponslbllity.

WIn cases vhem the U.S. procurement responsibility has been agreed upon,
FEA vi1l then proceed with the procurement end delivery of sup~lies aguinst
such requests.” (LAC 17/1)

2. Shipping llesponsibllity.

It follows from this that FEA 1s responsible for making all arrangements

for procurement for account of the Italisn Covernment. For the time belng
shipping arrangements w.11 have to be coordinated with the military so that
“SA can maee shippinp space avallable to FEA. Shippinp charpes to be properly
paid by FEA out of Italian funds.

3. Flnancing.

wThe dollars equivalent to the net troop py ir Italian lire will be paid
into an account in dollars to be established in the U.S. Treasury for the
acmount of the Ttalian Govercment." (Account opened February 26, 1945, see
above II, 2, Ba)

NAs soon as WA certifies to the U.5. Treasury that either {8) !EA is
procur ing or has suthorized the procurement of essential suppllios requested
by the ltalien Govermment cr (b) F7A has obtained the apreement of the Italian
Government to pay out of the account for smpnlles procured cr to be procured
from U.S5. sources, the Treasury Wil® 72lue svalluble to FFA o as directed by it,
funds to cover such procurement end ii cidental expenses or guch agreemant to
pay and will automatically debit the sccount therefor. Approprigte adjustmente
will be made to the account on the basis of detalled vouchers which FTA will
gubmit to the Treasury Depmrtment and to the Itallan Government certlfyding
the amounts end prices of the items which 1t has procured. Other adjustiments
will be made to the nccount as may be mutusll apreed upon between [TA and the
Ttalian Government.”

WThese funds are not to be used to ray for sy poods delivered to Italy
prior to the date of the opening of tha account." (LAC 17/1)

4 letter has been received from the Italian Oovernment addressed to the
Secretary of the Treasury vhich authorizes the opening of thils account and
vpencding further advice from the Ttal ian Covernment to charpe thls account
currently with the dollar amounts certifiled by the Foreipn Eeonomilc Adminiotrat-
fon of the United States Govornment to be required for the procuresent of
eivilian supplies, approved by the [tolim Oovernment. It 1s understood that
the amounto certified by the tforeign Economic Administration may be ‘33'1 !1:2
either on the basis of ordinary incidents of proourement or as may o Iﬂ’i
be mutually aprecé Lo by the FEA and the Itallan Covernment, end that appropriate
charres or credits will be made in the account withont further authorization
to reflect any such adjustuenta "
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nder agreesent cntered into tetween A and the Treasury Yepartment,
thir latter will kransfer to Tu, at * (% r:omesty, funis nrbor to procuresent
g0 that these funi=s =av ve properls cocrdtted te Srociureqent a-rncies.

At the present tine 100,000,007 hap been leaarited into thls account
wlth Treasirv, and PTA expeets te make recnests as the repcuiaitions are
sabritted te te An inltlal dransfer of 10,770,000 10 “i% has taken =lace,

I17s ?rucﬂ::iq#_uf_.quis]t-gﬁf | St

i

lp The earopcan Heanch of 70 has Lse resqensl i1ty af transformin: into
requisitions 11l the ceguentes whileh nave alreaay (ecen han e oy the Sorel n
Feencmie “<rinistratior®as recuestes of Lhe Ttalian wyern:unl, eeel]livd b
the Lllicd Zomalarion snd serecned an 1o validily by the Oos dn'= Literad~d
Aveas DommibLbles (Tapnlsy Tubcowmdtteel, & rean sanv ef these readl zitions
fare nct recriven v nerfact forx ana consl erable wovs has to Ye done in or.er
to oblain uneguivecal sreellications ang see that dreper 4llocations are reip
set up and eventually uroner PatL229 ape preceived for each procurenent.

2n  The proce-live ased by "5 for sreénrin of =uoplies for Iend-lease
countrirs ‘s telliwe  witl ¢11 hi meaiflcations tie make §t alanta®le to the
poeuliari ties of the Jtalion pro ram. Tuopliecs are purchased throach the
Treasury Lepartsent, “rocoreront dvisien, Uemrioent of A ricolinre and cther
procurement 2ametos off ghia 1.9, ‘overnient.

The svilol “T= ir yred o uenate srocureqent of TLallan essecnbial s lies
and covers veanieltions, comaltaent lotters, sxocrt leclecations, hills of
ladin., and 21l other aertiacnt documenls-
1, Coaplate wetalded accountin,g ig Lent By "0 sinee thig orocurenent
has to be carciea oat on an aclial coot basise All char es, inclusin,
auninistrative rner, are nroperly deviten a ainst ctalion Mnds and no settle-
went 15 made on the basis of sztizated costee VHovever, a tand roanl to 27 aof
arocnreacnt. 1 rarmarked ab tlne of orocavenent for pettle=ent of all sertinent
char fA.
Lo dnon notiPieation that oodr ore avat lable, the “aronean Yranch of
TEA will notify the Allled Conniesion Wilen will moke arveupn.enonta for shlaning:
space =itn AFP. ATter recoipt of al.iocation of shace by MW, the Cfaionin

ani “torae Branch ot T4 will make svoper arvar enents with 74 for 11 I'tin the
voods wrich ape 1o be Jdeliverea in Jinly Lo the Inmctttuto Coeercio “sterc (104),
an Jtalian “overnment asency banldiin, forel o trade. The riss =F loss nnd

gata e 16 borne by the Jtallan toverpmeat At all etaces of procerement

A1l oois to e narked nith sustomary [enl-leare marklnce as er o ar
Lepartaept renlations and wl (o vear the SIAC 1= muaber of Lhe regui=tticn
and the Yo rupver of .. prooarenert

hull




