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TREASURY DEPAR'l'MENT 
. Washing~on 

FOR RELEASE, MORNING NEWSPAPERS, 
Tues~, August 12, 19~1 . 
8/h 1 

~ -. 

Press Service 
No. 27-0 

The Secretary or the Treasury announced last evening that 

the tenders tor 1100,000,000, or thereabouts, of 91-day Treasury 

billa , to be dated August 13 and to mature November 12, 19~1, 

which were offered on August g, were opened at the Federal 

Reserve Banke on August 11 •. 

The details or this issue are as f ollows: 

Total applied tor - $2gg,g23, 000 
Total accepted 100,11g,ooo 

Range or accepted bide: 

High - 100. 
Low 99· 969 Equivalent r ate 
Average 
pri ce 99·971 • • 

(9g percent ot the aaount bid tor 
accepted) 

-oOo-

aprroximo.tely 0.123 percent . 

• o . n~ • 
at the. low price was 
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August 12, 1941 
9:30 a .m. 

GROUP MEETING 

Present: 

H.M. Jr: 

Gaston: 

H.M. Jr : 

Gaston: 

!Jlr. Gaston 
}4r. Sullivan 
!.fr. Haas 
Yr. Foley 
lfr. Thompson 
lolr. Cochran 
lfr. Bell 
J.lr o Sch1flll'Z 
l!r. Blough 
!Jrs. Klotz 

All right, Herbert. .. 
Metr o- Goldwyn- Mayer News has some film.s that you 
might like to see. They are films of the action 
in Crete and in Russia , news films . They c11111e 
in under rather peculiar circumstances, K. G.~ 
has an arranga~D.ent 11'1 th the ~ by which they 
pick up films of Germany made in Europe and 
turn t hem over to the m.1litary attache in Lis­
bon, and the IRilitary attache sends them over 
in t he pouch and the ~ makes copies of them 
and then turns them over to Yetro- Goldwyn­
~er, all of which i s strictly ille~l, but 
since the Arrq wants it that way, I 1magi ne 
it is all right. 

What is M. G.M. - they pick them up in the first 
instance? 

They buy t~em •. !.!!.Jhe first plaoe f rom some 
source in ~- Then they t urn th&ID. over 
to the ID.ilitary attaohe in Lisbon and he 
sends them over in the pouch - over by 
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Gaston: 

!l. J.l. Jr : 

Gut on: 

H.M. Jr : 

Gaston: 

H.1!. Jr: 

Gaston: 

Foley: 

H.l!. Jr: 

Gaston: 
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courier over here. They make copies of them 
here and then turn the film back to ldetro­
Goldwyn-~er, so Brown here, the ll.G.Y. 
agent, was a little worried about it. He came 
in to ask us what they should do about duties, 
since they are original negatives. I think 
the best thing to do is probably nothing. 

Well, don' t ask me. 

They may be interesting. One they have now 
is Crete, and the other is on the Eastern 
Front. 

How long do they take? 

I don ' t know. They are newsreels. 
probably not very long. I will ask 
how lone t hey are. 

They are 
Brown today 

When would be a good time to see them'Z' 

We can have them e.:ey time. \Ve can bring them 
over aDf time. They are not going to release 
them. It probably would take not more than 
fifteen minutes apiece. 

Well, why not havo them and if I am not busy 
around four o' clock, I will come down and see 
them. 

All right. Nothing else. 

Joe says --

Excuse me . We will set it tentatively for four 
o'clock. 

Yes, I will have the films here. 

In the room here, s.:eybodf is invited. 

3 
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Foley: 
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Joe says it looks as though the Banking and 
Currency Committee is oonuuctinf a filibuster 
with Leon, and they want to str ng him out until 
Friday and then ad journ until the Republicans 
agree on some kind of a substitute program. 
However , they have agreed no matter what the 
situation is to break on Thursday morning and 
let you testify and then they go back with Hen­
derson. 

Tel l Joe as soon as you see him after this 
meeting that I want him to be thinking of ques­
tions to ask me . 

I did, an~ he has got a list. 

Good. 

I spoke to John Pehle yesterday about the Swiss 
situation in New York, and he sent Towson up to 
New York last night . He will be back tomorro1'r 
and give us a report. 

I would like to get it. 

Ye& On the question of fees to procurers of 
contracts, so far as the Procurement Division 
is concerned, they have got two forms of contract, 
a lo~ form and a short form, The short form 
doesn t have anything in it. The long form does 
say, "Covenant against contingent fees . The 
contractor warrants that he has not employed 
any person to solicit or secure this contract 
upon any agreement for a commission, percentage, 
brokerage, or contingent fee . Breach of this 
warranty shall give the Government the right to 
annul the contract, or, in its discretion, to 
deduct from the contract price or consideration 
t he amount of such o.ommission, percentage, broker­
age, or contingent fees . This warranty shall 
not apply to commissions payable by contractors 
upon contracts or sales secured or made through 
bona fide , established commercial or selling 

• 
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H.M. Jr: 

Foley : 

H.1!. Jr : 

Fol ey: 

H. J.!.Jr: 
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Klotz : 

H. l.{, Jr : 

Foley: 
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agencies maintained by the contractor for the 
purpose of securing businesa. m 

When it is all lined up, can you or can ;rou not 
get a commission~ 

Well, the kind of a commission that we are 
aware of, that is being paid by some fellows 
here to get contracts from the Army, can't be 
paid if you take this kind of a contract with 
the Procurement Division. llow, I would ille 
to see the thing fixed up with a little more 
teeth in it, and I would like to see it tied 
in to Section thirty-five of the Criminal Code, 
which provides for a fine and a jail sentence 
for misrepresent ation in so far as giving 
facts to the Government is concerned. 

Well, go to it. 

Vie are working on that now. 

You see, there is some - look up this case. 
Do you remember, Mrs. Klotz, the time that some­
body came in and tried to give UcReynolds some­
thing for a hundred second-hand typewriters 
or somethi.ng, and there ia some law that affects 
the general Treasury. That wasn't Procurement. 

That was over in Farm Credit. 

Was it? 

I think so . 

There was something, and the man went to jail. 

Well, of course t here is a bri bery statute 1 but 
that is different . There is a difference De­
tween a co=ission and a bri be. A commissi. on is 
for services rendered. 

5 
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Well, you can ' t make it too tough to sui t me. 

All right. Mr. Oliphant went into this situation 
some time ago and I think this clause in here is 
a result of the studies that were made at that 
t ime, but I woulc like to see it a litt le tougher 
than it is now. We issued a general license 
last night for Portugal. That is the last of 
the neutral countries in Europe . 

Now they i ssue a general license to Portugal? 

Yes. 

It is crazy. 

Well, it i s t he State Department . 

It is the heieht of stupidity. 

Well, they have 
and the license 
the Government . 
license . 

been negotiatinr, with the Minister 
runs to the Central Bank and to 
It is the sallll as the S.1iss 

Well, now, going back to S.vitzerland or Spain, 
has Spain got a general license? 

Yes. 

Supposing I get a transaction t hroueh to Switzer­
land. I get the license. Thon is the thing 
examined with a fine t ooth comb afterward, the 
transaction following? 

\'iell, I ITouldn' t say it is exact]¥ nith a fine 
tooth comb, Mr. Secretary, but if there is evidence 
that those Governments are taking advantage of the 
general license , we have assurances from them, 
of course, that they won' t do that, fhen that is 
ground for - -

6 
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I know, that is eyewash. 

I think soi too . That is ground for revoking 
the genera license. 

Let me repeat ~ question. 

I understand your question. 

Then let me put it again. These countries 
which we are suspicious of, is there a regular, 
systematic follow-up on each transaction to see 
that they live up to their word? 

The ones we are suspicious of, ;res. 

But you do get a monthly report on those gen­
eral licenses. 

Oh, yes, sure, and they watch the ones where 
there is any reason for us to be suspicious. 
If somebody has told us that these fellows are 
acting for or on behalf of the Germans or some­
t hing of that kind, they watch every one of 
their transactions. 

~fuo does the watching? 

The people in Pehle's office, 

Or the people in the Federal in New York. 

The people in the Federal? 

\'fuo does the 11'8.tching? 

Well, it is the whole s.rstem, Wr. Secretary. 

The reports come through the Federal, as I 
recall, and then they come down here and are analyzed. 
Now, maybe there could be a little more inten-
sive analysis of them, but as I recall, they 
ITere analyzed very carefully. 

• 
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I would like to consider setting up a little 
sect~on . I keep trying to think of something 
good for ~ Klaus to do. After these things 
go through, that they would be examined, Now, 
if Sammf was put on that kind of thing, it would 
be good. A little section, you see, t hat would 
be under Pehle , but it would be separate f rom 
his regular machinery. They would take these 
things and keep going over them and following 
them up. 

Well, Mr. Secr etarr, when Pehle gets the reports 
from Towson, suppose you give us a little 
time, tomorrow, if you can, conveniently, and 
let us come in and t alk to you about it, 

But you get that? 

Yes. 

And then a separate section responsibl e to the 
head of the organization who would - let the 
regular crowd do it, but here would be a group 
that would be doing it entirely separatelY, 
checking every t ransaction. 

I thi.nk you will find, Mr. Secretarr, that 
in each geographic division they do that. They 
know the suspicious accounts, like the ~eneral 
license in favor of the Bank of Indo- China. 
They follow that very carefully . They get 
reports of every t ransaction and follow them 
up. 

Well, I would like to put a felloiT like Sanmcy' on 
it so that he coul d eo in and take any 
report and recheck it, and just see holT good the 
checking is, 'l'hat would be a s11ell job. 

I think we can satisfY you all right. We will 
talk to you about it tomorrow, 

8 
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O.K. 

The public hearings started yesterday in the 
Sennte. They disposed of quite a large number 
of witnesses, Not many members of the Senate 
were there, and I thought it was a rather 
apathetic performance. · 

I understand your f riend Elijah Friedman is 
going to be on today. You remember his name csme 
up not so lon~ ago f or employment in the Foreign 
Funds, I t hink, when Jake Viner remarked that 
you didn't want - he is FOing to be on today, 
I think. 

He is the fello~t who wrote that long letter on 
the capital gains tax in the Times on Sunday. 
He is coming in to see me , too. 

Are you all right, John? 

Oh, yes, 

Good. 

On Saturday the Stat e Department let me know 
that the consul at Casabl anca had been in touch 
with your f riends, the Oppenheimers and yester­
day I got them to send an instruction oka7ing 
t he visas and they are to send us word when 
they are ready to leave for ·Portugal, so 1ve will 
fo l low that right up now. 

Good, Could you send a progress report through 
Mrs. Klotz to Mrs. --

I have a memo here . 

And she could foroard it to J.!rs . Lehman. That 
is fine because that i s one of the most diffi cult 
ones ;1e have had for a long time . 

9 
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The only chance is that there might be some 
physical disabil ity or something like that 
Where they could turn it down on a technical 
ground, and I presume there is no such chance. 

You asked me to bring up again the request of the 
Ecuadorian Minister of Finance for an appoint­
ment. He is going away the end of the week or 
MOnday, and they hoped you could see him and 
then turn him over to the rest of us for a meet­
ing. 

I will tell~u what we will do. On the theorr 
that I am o going to testit,r for one day, 
we will give · ten thirty Friday. 

Ten thirty Friday? 

Ecuadorian Minister. 

Mr. Illingworth is the name. It is an Engl ish 
name . 

Bewley l'honed me last niy,ht that Sir otto Niemeyer 
had arr1ved in J'ie\l York £oda:y and he is going 
to try to get down before you leave. He said 
Sir Frederick is up in Otta11a right n011 on the 

matter of a price agreement on bacon and cheese 
with Great Britain. I asked him if he had 
anything to bring up before he got away and he 
said he had one thing. He came over this morning 
and left me this memorandum with regard to the 
Northrop Aircraft Company. I can tell you 
in t1vo words what it ls. 

Please. 

They are hard up and IT&nt to get a loan from 
the RFC, and one of the conditions which the 

• 
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Cochran: 

H.M.Jr : 

Cochran: 

H.1l. Jr : 

Cochran : 

H.U. Jr: 
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RFC makes for a loan is that they advance 
their payments on aircraft . 

Instead of the British p~ing f i fty per cent 
now, they would have t o pay seventy-five 
per cent. 

1'ba t would mean that they 11ould speed up 
two hundred million dollars' worth of 
payments b,v the British over the next year 
and they have had it up with Bro1m down at 
the Lend-Lease, and they can't do anything 
t here. 

They thought that we might want to speak to 
Je sse Jones to see i f he could hel p them 
out any. 

If you could prepare a let t er for me, you 
and White, on that , and have Bewley -
Be11ley and you and \'/hi te prepare a letter 
for me to Jones and I 1vill sig11 it. 

All right. Fine. 

\','hite, you and Bewley prepare a lett er and 
I will si gn it. 

All right. 

To Jones . And I want Oscar Cox to initial 
it . 

All right. 

I want Oscar Cox to initial it before i t goes. 

---~ 

11 
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H.J.l .Jr: 

Cochran: 
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Than I spoke to the Assistant Secretarr of 
State last night on Hawland Sh&w( Cass~dy, 
and he said he would have to sena a cablegram 
to \'iinant on that and he was getting it off 
today, 

That is all right. 

I think I ought t o let ~ou know at the same 
time that one of Jake V1ner's star student s 
is going to London in about a month, Ware 
Adams . He was down in Brazil for a couple of 
years . He is going to be in the Bnbassy 
there. He is really an awfully good can, 
He called the other day and left his card. Be 
is going to be on duty in the Department of 
State for a month or so. If you did want to 
meet him, I think it is worth keeping in mind. 

If I could work it in, you see . I don ' t know 
uhat I am going - when I am going to have this 
talk ready for Thursday. 

Uell , if you are not going to use him soon, it 
wouldn't be a lot of purpose , but i! I may 
speak frankly, he is a man ni th much more 
experience, I think, than the man you had me 
see last night , This man has been with us 
only one month and it is quite a bit to ask 
them to name h.im as a successor to Coe 
without any experience. 

Well, maybe I can see Adams Friday. 

All right. He is a fine boy and Viner spoke 
of him when he was here before. But I shall 
go ahead with this other just the same . 

Good. Geor ge, did you get a y message? 

Haas: Yes, sir. I got t hat . 

H.U.Jr: Is the cost of living chart the same as the 

1.2 
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l'arity payment thin~? I saw, for instance, 
1n Standard Statistlcs, they ran a thing on 
parity payments, a line. They didn' t eilain 
what lt was . I didn't know there was a ine 
for parity payments . 

I have never noticed those - I don' t remember 
seeing a chart on parity payments. It is 
possible to construct one, I think, but it is 
not the same as the cost of living. 

V/ell, I don 't mean - the farmers' purchasing 
power is the one I asked for. 

Yes, sir, and we will- -

Isn't there one also for factory workers, what 
their purchasing dollar will buy? 

Hell, that usually - we usually take the cost 
of living for that, 

Take the cost of living for that? 

Or you can take the wages and divide it by 
the cost of living and get a similar thing as 
the purchasing power of agriculture. 

You get the same result? 

That is right, it is similar, In other words, 
in one case the farm price is divided by the 
things the farmers buy and in this case the 
wages would be divided by the things which the 
wage earners have to purchase . 

But supposing you do that and then also supposing 
you find out fran O'Connell - I understand 
that Henderson used thirty-two different 
charts the first day he went up there . 

13 
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He had a truckload of them. . 
Well, let ' s find out . If he used a different 
one on the cost of living, I wouldn't want to 
use a different one, you see . 

Well, he used your chart on the cost of living. 

Did he? 

He sent over here and got a big one on it. 

Did he? 

Jnd one other chart. I have forgotten . It 
was one that he had seen in your office . 

He used the one on commodity prices. 

That is right. 

The weekly one. Has Miss Elliott sent you 
over anything? 

I haven't seen anything , In fact, she said 
yesterday it wouldn't be until today. Do you 
want us to make up a series of big ones? I 
made - Ed Daggett tola me that you are interested 
in seeing comcodity prices starting at about 
1910 and run throu~h and we have had a chart 
made on that. I WJ.ll ahem you that this 
morning when I come in . 

Bring it in, I will want some but I don ' t know 
yet which ones. VJhat is today, Tuesday? We 
will have to make up our minds today. 

The Under-Secretary came over well on the radio 
last night. 

It wasn't so good, I didn't think. 

• 
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'Why didn't s<Xlleboicy' tell me and I would have 
listened, 

You didn 1 t miss much. 

I wish somebody had told me. I would have 
listened. 

It was listed on the Defense Savings Program. 
Don 't they send those to you? 

Yes, but I never look at tham. They go in my 
waste basket . I can't read all the stuff th~ 
send me. It is impossible . Any more than I 
can read all these clippings . Somebody has got 
to pick out the important stuff. I have said 
it again and again . They send in twenty-five 
sheets like that and I am supposed to read 
them, No one takes the trouble to pick out 
what is important . That is what happens to 
them. 

You should see what we put aside . 

Certainly I have read the first page . 

We worked from the top down , 

Certainly I have read the first pages of the 
newspapers . It is the unusual thing that is 
the stuff to catch. 

I go from the top down on that basis . That is 
all . 

If scmebody had told me that Bell would be 
on the air last night I would have listened. 

It really wasn't anythinG• 

I am sorry I missed it but I can 't unless 
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somebody tells me. Here is a pafe that - there 
are ten different things . I can t read them 
all. If I were only told the bnportant things 
I would read them. 

You noticed, I suppose, that the market has gone 
off a point and a half in the last ten days? 

Yes . 

A great deal of that has been due, I think, to 
Henderson's testimony and the Federal Reserve 
requirements and the hiking of interest rates . 
I s~rose you saw the statement on that . He 
tho t interest rates were too low and they 
oU!th to be much higher. He has gotten every­
bony Just sitting on the sidelines wondering 
what lS coming next. There hasn't been any 
vol ume of sales or anything. It has kind of 
drifted down from lack of interest. 

They were too high. 

They were too high and this does no harm. I 
hat e t o see this talk keep up, though. By the 
time we do soce financing in Sept eober we 
may have a bad bond market. 

L!aybe Henderson and I will be talked out by t hen . 

I think, Ur . Secretary, you could have handled 
that in your speech. Every time t hese excess 
reserves were mentioned it tightened the 
market like Eccles' statement . I think it 
is going to be one of the questions that will 
come up, what your position with regard to 
that matter is, and I think if you take the 
position you are going to have selective 
controh rather than over-all blanket controls, 
it will improve the market, help the market 
tone. I noticed in Moody' s review of the bond 
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market1 it pointed out t he di fferent types 
of controls . 

I rua wondering if t he Secretary hasn' t got to 
take the position that possibly the Federal 
Reserve should have more authority over reserve 
requiremente, but he would be more interested 
in hor. they use it, that authority. 

I think he almost has to say he is inter ested -
if he wants to improve the situation - int er ested 
in selectiva controls , Otherwise you ar e 
going to run inter est rates up and make the 
government pay more, which is unnecessary, I 
think. 

I do too, 

On that question, in my ol"m mind I !mow how I 
i'tant to answer it . 

The other thing is that I understand as soon 
as the Pr esident comes back there is going to 
be a request for six or seven billion dol lars 
of additional Lend-Lease avpropriations and the 
budget, I think, is requir1ng each department 
to make up a justification, and they are going 
to testify on that part like the Treasury 
would testify in the Procurement end . They 
wondered if there should be another financial 
statement on Great Britain . 

The answer is no . 

They probably rtill ask for it, don 1 t you think? 

:·;en, when they ask for it we will get it out . 

I am TIOndering vtho will be here at that time, 

i'iell, if no body is here they can 1 t get it . 

You wouldn 1 t want one made up i:n advance and 
give it to Smith? 

17 
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No, he would most likely abuse it . 

He would use it, there is no question about 
that . 

Yes . Well, Smith is Director of the Budf$et . 
He thinks he is Vice-President of the Un1ted 
States . He gets more so every day. 

l'lellz he asked the question as to whether we 
shoUJ.d put in any statement . It may acme up 
and they may have hearings while you are 
away and l'ihl. te is away. 

The pipel ine told me that he is working on 
a system of a committee l'lhich he will be on 
11hereby \'/hen he makes u~ the budget, by God 
he is going to have in 1t what the taxes 
should be . 

\'fuo is this? 

A man by the name of Harold Smith. 

He is going to make out the tax program? 

r;ell, when the President makes up the budget, 
he is going to include what the tax prograc 
should be . A scientific government and 
scientific planning, and so forth . 

Scientific management . 

Scientifi c management should also have the 
receipts as well as the expenditures . 

I think that is inevitable that t hat will come 
out sooner or later l'ti th the type of people 
they are getting in the Budget . They are 
getting a number of economists working on 
taxes and expenditures and it sooner or later 

1.8 
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is bound to develop into that very thing. 

It shows how illogical this set-up is . It 
just shows that t he Budget belongs in the 
Treasury. 

They had better make up their mind that either 
the Budget is the chief fiscal officer or the 
Secretary of the Treasury is . You can' t have 
two , 

I agree. 

Somebody has to carry the responsibility. 

That is all. 

That is some more of the 1!erriam stuff. 

Yes. 

The more the Merriam stuff . 

That is right. 

Ur. Flynn has given poli tical clearance to the 
appointment of 1!r . Cann as Assistant Camoissioner 
of Internal Reve.nue . 

It is no worse than I said at press . They asked 
me why I didn ' t do something about silver and 
I said I held my nose and dove into the water 
and I didn't even make a splash. 

And then they said, "I knows it . " 

This is one of the Gaston-Flynn appointments? 

Yes . 

Bas the Governor of Georgia approved this? 

19 
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Senator George has approved it . 

HolY about the Governor? 

George is more important , 

Speaking of silver, we have a telegram fram the 
Colorado Uining Anooiation , 

I get that through my mail, 

You get that? 

Yes. The altitude is too high up there, They 
don' t think very well . 

You really ought to read the statement that 
the Mexican representative put in on silver, 
That is rather interesting, 

That is a very nice volume . (Handing book to 
Secretary) , It doesn't include all the buildings, 
but they have a map and a listing of the build­
ings . 

Is that all of them? It was arranged by llorris . 

\1hose idea was t his? 

ITell, Uiss Chauncey told me the Secretary would 
like to have it done. 

Lovely. 

Isn't that lovely. 

Yes . 

Chicago or Los Angeles? 

This is grand. 

20 
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Beautiful . 

Each dot on this map is a building. 

It looks as though the United States is broken 
out with measles. 

It does . 

These are supposed to be representative buildings . 

All photographs? 

What was the last building, Thompson? llhat 
vms the last building that represented a hundred 
and three years of Treasury control? 

Jlere is a list of buildings . 

They had t hought of put ting in a phot ograph of 
each building but they thought it would be so 
much material. 

Want anybody to check up on them? (Laughter). 

You say I asked for this? 

Well, it was your idea a long time ago. 

That is very nice . All right, everybody, we 
can go to the speech at 10:30. 

• 
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10:10 •••• 

The7 aaid the71d put h1a right on. 

That' • all right. 

Bello. 

BeRr7 Vallaoe? 

Yu. Good aorn1ng. 

Good aorn1ng. 

Yu. 

BellJ'1. Hello. 

On th11 queation of alternate t o ae •••.. 

Yeah • 

•••• • I don't know whether I wrote J OU or 
not ; but nov that the legal pbaee of it ie 
OTer, would Ha1'1'7 White be agreeable to 7ou? 

WhJ, he'd be fine , of oouree. 

What'• thaU 

Iee. Yee. 

Wel l, then I '~ if it'• agreeable to f ou, 
vh7 I 'll han h1a on the da7• that I oan t 
ooae or at leaet haTe h1a ooae vi th ae when 
I do ooae. 

Yee. Be'• fine, of oouree. 

All right. 

lou bet. 
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'l'bat'a all r1pt. 

Good-b;re. 

Good-b;re. 
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August 12, 1941 
10:30 a.m. 

RE PRICE CONTROL 

Present: 

White : 

H.M. Jr : 

l'lhite : 

ll. !.l, Jr: 

Whih : 

H.ll. Jr: 

Vlhite: 

Ur . Bell 
!4r. Gaston 
Yr. Haas 
J.li s s Elliott 
lllss Ware 
llrs. Klotz 
)lr . White 
l.!r. O'Connell 
~. Kuhn 

The three men from Agriculture were here and 
they read this statement and they had some co~ 
ments to make. Whether you wish to hear them 
now or later I don't know. 

Jlake them now. 

They made several points. The most serious 
criticism which they felt might be made against 
it is that there is not any recognition in the 
statement of the parity principle . They say 
that they would like to see accepted the parity 
principle and have your comments directed 
against increases beyond the parity principle. 

Well, that is out. 

That was criticism number one . 

Well, I can' t do it. 

If present - present prices are on the average 
below parity farm prices. Some are below, but 

• 
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on the average they are ei&ht per cent below. 
That wns one point. 

The second one was that British purchasing, 
in their opinion, has been an important factor 
in the increase in prices, It is not the amount 
which has been sent, but the wnount of buying 
which the Government is doirut and which the 
British are doing. They !eel that is an impor­
tant factor as against the sentence which we had 
in which we said it ia not responsible . 

Well, we will leave it out , I would leave it 
out, because if it had any effect it is because 
they have done their buying badly. I would 
just leave it out , 

They claim the British want much more, and they 
could buy much more , but they don't want to 
cause pr ices to rise further, and so they are 
not buying. 

It Miss Elliott and I have our way, we will 
produce more. 

That is the third point. They feel that 
not enough recognition i s made of the fact that 
the Department of Agriculture ·has made more 
effort and has been more successful in increasing 
production of agricultural cOI:IiiOdities than 
certainly any one has in industrial commodities. 
They knew a year ago that hogs were going to 
be short, so they guaranteed a higher price to 
the fa~r in order to encourage them to produce 
more, The results of that progrwn will be 
evident soon. It is not evident yet because 
the hogs have not yet been produced, but t hey 
would very much like some statement to the effect 
that the Department of Agriculture has done much 
toward increasing commodities, the demand for 
which increased, 
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I run glad you have got the Iowa way of pronounc­
ing h-o-g- s. It is all right . In New York 
State we call it "hog" but in Iowa it is "hawg". 

This is the dirt farmers ' pronunciation (Laughter) 

They also said the Department of Agriculture 
is doing a great deal to stimulate the expansion 
of plants to produce d.ried milk, evaporated milk, 
and are having some - -

'.'/ell, do you know what they are doin&? Have 
you beard about their doing anything? 

Hot anything on an extended scale. 

I understood that they were intending to launch 
a purely educational campaign for the increase 
in dairy products this summer and fall . 

Well, I~rry, if they can give us facts and 
figures on what they have done - I remember now 
about the hog campaign. If they can give us 
the ~· cts and figures of wl~t they have done , 
and it stands up under examination, I run willing 
to give it. 

I think we can probably some way here distinguish 
between the mrk the Department of Agriculture 
is doing without interferi.ng with the criticism 
of general farm prices. 

]ell, I think if they have done these various 
things - you call them up and say send them on 
over and we will say, "V/ell, the Department of 
Agriculture has made a start along the following 
lines . They have made a start in the right 
direction. " 

Yes. Two more points. 
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Wait a minute. 

I was going t o say, J.fr , Secretary, if they 
wanted to simply say they are in this and 
you recognize the fact that they have done this, 
we in December went to them and asked them 
to call in this group of farm people for 
that increased production of hogs and poultry 
and eggs and they did start that . It is true 
that that part of it, after much probing, was 
put on, that campaign on increased production, 
in January. 

I think we can give them,. crcdi t in sooe general 
statement without interfering with the --

But it hasn't been enough, i s the difficulty. 
Increased production hasn ' t been enough. 

Then let 1 s ask them just 1vha t they di d do, 
you see, 

All right. 

Harry, please, 

There are two other points which they made , 
One is that there is a great over- emphasis 
on the role which farm prices are playing 
in the general price rise, that not enough 
attention is paid to other prices increasing, 
that our illustrations are in the main those 
of foodstuffs . 

How about that, Miss Elliot t? 

Of course you have rents in here and clothing. 
Your figures show rents and clothing, of course. 
And of course if you are trying t o call attention 
to the f act that the hundred and ten will bring 
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increased prices in foods , it is very natural 
t o use a good many illustrations on food. 
That is ~oing to be the thing that i s going 
to push narder on it than anything else. 

Yes. I t hi nk it i s true that there i s purely 
from the point of vie~ of measuring the number 
of lines, if for no other criterion, that there 
is an overwheL~ing emphasis on foodstuffs. 
·•:e cay be :!.ble to partly correct that by an 
additional para~aph on the price of shoes and --

·::ell, Harry, if there is, then you are carrying 
out 11hat I Tianted, because what r.e decided 
last ni~ht \'las th· t we would lay dorm in the 
first part of the stntement the thing which 
we c;ave the President several seeks ago, the 
zeneral economic basis for t his, and then we 
woul d br anch off in to the stuff , as I would say, 
the stuff which is cl osest to m;y heart . 

J:o:·:, \Vhat I l'lant to do is to appeal to the house­
liife. If I am 30ing to appeal to the housewife 
I have got to talk about food and I can't talk 
about the prices of cotton. 

(l:r , Fole:t entered the conference) . 

I:Z. . Secretary, I think the ·e is another ansr.e~ 
to that in the hundreds of complaint letters 
that we are ~;ettin.:; over our desk now, Prac­
tically all of them at•e food . 

'.'le might say "\'le are informed b7 the Consumers ' 
Division tll' t thc:t are receivinz hundreds of 
letters hourl y, or daily, complaining about 
the risi nf<> costs of foodstuffs ," t hat t he house­
\·di'e is a re!H3y a\t:are . 

If I may be pardoned to reminisce a l itt le bit, 
I :;o back to the very ear l,y days - :;he. t ;1as the 
na=e of the .:;entlecan 17ho had the Consu=er s' 
Division in A~iculture? 
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Fran t he vecy days thnt Mr. Howe came down 
here, they have never had the chance, It has 
always been on the production and - I mean 
not the i>roduction, It has al:1ays been on this 
whole so1l conservation and all this business, 
but the consumer, I don't think, has ever 
gotten a break, starting with Ur. Howe. Were 
you (Ware) under ~. Howe? 

No , I was over in the NRA Consumers' Division. 

Well, so f ar there is nothing that bot hers 
me . 

Then there is one remaining point , They fel t 
t hat the f arm bloc would be considerably exercised 
over the tone of t hi s st atement . They felt 
that i t mi~t be possibl e to get across most of 
t his and e1ther avoid that oppositi on and possibly 
even win their s~lathf if, A, a clear state-
ment of t he reco tion .of t he principle of par­
ity were made, and B, if there we · e some occasion 
t hat you are directing your cr iticism more again11t 
future rises or rises above parity, rat her 
than the present level . 

I can't do it . George, have somebod;y -­

That is the sum total of their comments. 

George, have somebod;y in your staff go al l through 
the President 's st atements and see whether he 
has ever recognized parity payments, publicly. 
Has he? 

In the speech which l!r , Nickard made in Kansas -
When l'las that? 
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About three months ago. 

About three months ago. He had a conference 
with the President before he l of t and in t hat 
speech you will find him saying - he quoted the 
President. I don't remember his exact words 
but as I remember it now the meaning was that 
we will reach parity - we were going to parity, 

It was at the time when the question of whether 
the President would veto the eighty-five per 
cer was still open. 

At that time the President was thinking in 
terms of seventy-five per cent, 

Uo, seventy- five per cent came in when we asked 
!Jr . Wickard to increase the production of hogs, 
poultry and eggs, That went seventy-five 
per cent then. The farm bloc - the farm leaders 
came i n then and fought that vigorously and tried 
to cet Mr. Wickard then to go to the parity, 
or certainly to eighty-five , Then they went 
right int o Congress on top of that and pushed 
through the eicllty-five per cent . If I am not 
mistaken, the President supported that. 

Can I interrupt ;ou just a minute? Bel l , you 
were with me, weren' t you, when we went over 
secretly to meet the farm group in the House 
with Wickard, you and I? 

Yes. 

And at that time didn' t the President say he 
wanted seventy- five per cent? 

That is ~ recollection, but I - we have got a 
record of that meeting, I think, but I am not 
sure . 

I wil l tell you why it stands out, because 
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somebody, Wickard or somebody, said if I hadn' t 
fought for seventy- five per cent so har d, 
they never would have got eighty-five per cent, 
and they blamed me for it , But ~ay --

I think you need to read Mr. Wickard's speech 
that he made in Kansas rieht on the heels of 
that eighty-five per cent, 

Well, get that. 

Because I was so startled when I saw it, 

I just can' t come out on this thing because I 
have al~s said, and Herbert, you check me, 
there is just as much reason that we figure on 
parity for the gasoline station and t he drug 
store keeper and everybody else , 

Right as to what you said and right as to prin­
ciple, 

Except that the f armer is the backbone of the 
nation. 

Well, I don't see on the principle --

Well, when it gets to be all backbone and no 
meat --

The difficulty about t he parity principle, ~. 
Secretary, one of the difficulties is that - what 
is parity? It is a moving, changing term. 

~ell, they change it on uo all the time, 

You are not deal ing with incomes when you talk 
about parity, You are dealing with unit prices 
for products, and that denies every principle 
of progress and production • 

Regraded Unclassified



White : 

C-aston: 

n. :.t. Jr: 

'.'1bi te : 

l!. ll. Jr : 

~'/hi te: 

- 9 -

It denies ever.y element of t echnological ad­
vance. They want a bushel of wheat to buy 
the same amount of shoes, irrespective of the 
fact that they may be able to produce a bushel 
of wheat - as t hey di d thirty years ago. 

That i s like taking a pound of rayon and saying 
t hat the price relations must stay the same 
1lhen the cost isn't a tenth of what it was. 

If you will get, llarr.y, the statement - I hate 
to (;tl to them - of the Economy League and their 
economists - they have just done a paper in the 
last week on parity, and the thing that he points 
out - roe had it and you might read it . He points 
out that in parity they take no account of the 
diff erence bet1veen the two cylinder ooposed 
t ractor weighing twenty-five tons and'the light 
high-speed tractor thnt hoes six rows with an 
automobile engine. 

\\'heat is the same. 

32 

One of these t ractors can take care - does take care 
of six hundred acres in Texas, of cotton. 
That is one of the reasons why they have so 
J:IUch migratocy labor . They have forced the 
people off the farms . One tractor and one man 
can take care of the t hing. That is all in 
t hat thin~. In other words, a technological 
advance s1nce 1910. They eive no credit for that. 

'llell, they get some, because it is in the general 
purchasing power, but they al so take no cognizance 
of possibl y a more important fact , and that is 
t he stuff they sell in the main is not - does 
not improve in quality except as it means more 
poundage, more bushels, wh. el'eas the stuff they 
buy, an automobile that they buy, for a thousand 
dollars i s infinitely bett er, but if you take the 
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price i ndex of that, it doew.n•t show the manufao- • 
tured goods and textil es and it doesn' t show 
in what ther bu7 and therefore ther are alwqa 
biased in their own favor b7 the use of this 
paritr principle. 

Well, after ten rears I can' t suddenlr change 
~ spots. I just can' t do it. 

Bu.t I think in the light of what ther said and 
how it has been written here, rou m.q want to 
pull the punches a bit. 

I doubt it. 

But this thing needs to be rewrit t en in anr 
case, because we spent until the very last 
minute in a - sort of organbing i t , so I 
take it there wil l be another draft which will 
include this much. 

Oh, yes. Ferdle, do you want to read? 

Have these ladles had a chance to see it? 

No, it was just finl shed. 

Do rou want me to r ead the whole thing or skip 
what is the same as yesterday? 

I would skip what is the same. 

Well, the beginning is the same, the first page 
is all the same as resterday. It starts at the 
middle of page two. 

"I welcome the bill before you because, despite 
one serious shortcoming which I sla 11 mention 
later, I beli eve it is a step forward. I 
believe t he bill provides another important 
weapon to use in the fight against inflation, 
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any longer to add that weapon 
The time left us in which to 

~Ve are at the same point in price history as 
in 1916 - on the edge of inflation. 

"Memories are so short that I suppose many of 
us have forgotten what happened the last time 
inflation struck us - 25 years ago. In 1916, 
the cost of living began to rise sharpl;y, but 
there were few who saw its significance and 
nothing was done about it . 
8 It was not until April 1917 that the first real 
alarm was sounded against inflation. It was not 
until prices had risen by over 70 per cent that 
the President Wilson recomended any steps to 
prevent inflation. In fact, so little aware 
were they of the dangers of inflation that in 
June 1917 Congress actuall;y encouraged inflation 
by reducing the reserve requirements for member 
banks of the Federal Reserve System. " 

That is old. 

The next paragraph is the same. 

"By 1918 price increases were in full swing. • 

I don't want that. I hope the ladies, are going 
to give me something else. I don 't want that. 

You don' t want that? 

No. I want something from the ladies. 

Did you get our material? 

Yes, we used it. 

"The pattern of price rises in the past two 
years is f righteiling in ita aimilari t;y to the 

• 

Regraded Unclassified



H. J.l. Jr: 

Kuhn: 

- 12 -

price movements during the first two ;rears of 
Vlorld War No . 1. 

"As the President said in his message t o Cong­
reas a few weeks ago : 1Toda;r we stand, as we 
did in the closing months ot 1915, at t he 
beginning of an upward rweep of the whole price 
structure.'" 

In connection with what are ;you sa;ri.ng that? 

In the price message . 

"Then as now, there was a little rise in the 
cost of living. Then as now, there was a 
greater rise in Wholesale prices. Then as 
now, there was a still greater rise in the price 
of basic commodities . 

"Since the beginning of the present war, the 
wholesale prices have risen about eighteen per 
cent - the greater part taking place during the 
past five months. 

"True to the usual pattern, the cost of living 
did not rise till lAter. During the past ;rear, 
however, it has increased four per cent - halt 
of it in the past three months. 

"Durinf the past 12 months the average price of 
28 bas c commodities has increased 37 per cent, 
despite the fact that the prices of maDf basic 
raw materials have been kept partlf in check 
throupb the efforts of the Office of Price 
Administration and Civlian Supplf. 

"It is the rise in the prices of basic commodi­
ties that constitutes our danger signal toda;r. 
The;r rise firsti general wholesale prices always 
lag behind,_ whi e the cost of living does not show 
aeything lue the full effects of i.lii'latlon until 
l ong after the seeds of inflation have taken deep 
root. 
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"Moreover, the forces now in existence making 
for further price rise are both potent and per­
sistent :• 

Is this from the statement we handed the President? 

This with some modifications is taken f rom the 
price statement. 

Do 7ou mind - I would go back. 
of this I am not cra%7 about . 
r ead through it. 

There is some 
I will let j"OU 

"(1) Our defense expenditures are increasing rapid-
11• The Budget estimates Defense spen~-- tkat 
is --

Well, the ladies haven' t seen it , so let ' s read 
it through. 

"The Budget estimates Defense spending during 1fle 
fiscal 7ear 1942 will be $15 b1111on1 or two 
and a half times as mch as in the fiscal 7ear 
1941. Even this increased estimate does 
not include additions to the Defense Program 
made after June 1, and greater swns needed 
f or Lend-Lease. 

"(2) )i)re important as an inflationacy force • 

Excuse me. Vfuen we are repetitious of what 7ou 
heard up on the Bill, please just raise 70ur 
hand, will 7ou? 

Yes, I will. There isn' t a freat deal here that 
is said in thew~ it was sad up "there. A great 
deal of it has been demonstrated in charts and 
said in different w~a but I haven' t seen 8ll1-
thing in this statement which I would change 
because it has been said. I will keep it in mind, 
though. 

-

' \ 
f , 
• 
( , 
t 

I , 
• 
t 
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You are invited principa!ly - first for your 
charming personality and second to see if there 
i s anythi ng repetitious. (Laughter) 

Go ahead. 

Kuhn: "(2) More impor tant as an inflationary fo r ce i s 
the fact t hat the Government is borrowing 
f rom banks much of the money it is spen~. 
~'lhen the Gov"rnment borrows from banks it 18 
for the most part creating new purchasing porrer. 
It is adding to the total stream of money spent 
on goods. The net deficit for the fiscal year 
1942, as estimated by the Director of the Budget 
will be $12. 8 billions, co~ared with $5.1 
billions for the previous f1scal year. I f the 
~resent tax bill is passed by Congress so that 
1t wil l yiel d t3-l/2 billion, t he deficit will 
be reduced by ~2-1/2 billions, but it wi ll still 
be over $10 billion. Again this estimated 
deficit does not t ake account of the expansion 
of the Defense Program after June 1, 1941. 

"(3) Supplementing the inflationary force of 
the Federal deficit has been the expansion of 
bank credit by increased loans to business. 
Bank loans expanded by approximately $3 billions, 
or about 20 per cent during the past twelve 
months. And, as in the case of the ot her forces 
maki.ng for inflation, the expansion of bank loans 
has been proceeding at a quickening pace. 

tt(4) Pressing upward on prices is the fact 
that more and more pl ants are reaching maximum 
capacity and more and more shortages in basic 
materials for civilian use are appearing. 
Prices of imports are daily rising due to reduc­
ing shipping space, higher shipping costs, and 
disappearance of normal foreign sources of supply. 

tt( 5) Finally, 11e have increasing a!P'icultural 
income, and fatter pay envelopes ana many more 
of them. 
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"It is not easy for us to visualize where these 
forces will take us if permitted t o operate un­
checked. They 11ere unchecked in the World 
War and all we have to do to see what is ahead 
of us is to look into the purse of the average 

family of those times - to see it, not in terms 
of percentages and indexes, but in terms 
of the prices of ever{ day needs of food , 
clothing and shelter. 

Just one second. You sar that during the :'lorld 
'.'lar ther were unchecked. '.'/hat about the ] reat 
llr. Baruch? What was he doing all the time? 

Nothing then and very little l ater. 

I think the explanation of that, Mr. Secretary, 
is that by the time Mr. Dnruch got into the pic­
ture the prices had increased something over 
seventy per cent , I believe, and that has already 
been brought out . lie are now maybe a year ahead, 
or at l east months ahead of the time that we 
made anr move at the time of the World War. 

'.'.'ait a minute, George has got somethi.ng. What 
i s this chart, George? 

Th~t is the price level from 1910 on. If they 
were checking they weren't ITorking very hard on 
it. 

','/e want to go over verr carefullY' these charts. 

They were unchecked in the World ·nar until it 
was too late to stop them. 

Well , according to this thing here ther went up 
like a slcyrocket and ceme do1m like a bomb • 

.'•hen - but they didn' t come down during this 
period. 
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Haas : Take a l ook at it, Harry. 

l!. l.l. Jr: 

H. !.!. Jr: 

.. bite: 

Foley : 

'.'.'hi te: 

Kuhn: 

H.::. Jr: 

That is the thing I want to emphasize. Go 
ahead. 

It sounds like a good phrase. "'Nent up like a 
skyrocket and came dovm like a bomb." 

I will lend it to you. (Laughter) 

If it is Lend-Leased we don't have to give it 
back to you. 

What did it come down like, !larry? 

A bomb . You heard me the fi r st time . 

"The money the housewife pai d for one loaf of 
bread in 1914 bought only half a loaf in 1920. 
The money she paid for a pound of bacon in 1914, 
bou~ftt only a half a pound in 1920. The money 
that she paid for a yard of cotton cloth in 1914, 
was only enough to buy one-third of a yard in 
1920. " 

That is new. Is that you ladies? Good. 

Kuhn: "The flllllily with no increase in income found 
its purchasing power cut in half. It found 
that food, fuel, shelter and clothing that cost 
$1,00 in April, 1915, had ri sen to $1.08 in 
April, 1916. B,y 1920, after four years of rising 
prices, the cost of these goods and services 
had risen to $2.03. In August 1940 thi s same 
food, fuel, shelter and clothing cost $1.37. The 
cost of these goods and services has already 
risen to $1.42 during the past year. But if 
prices cont inue to rise in t he same pattern as 
during 1916 to 1920, these goods and services 
will soon cost $2. 67. " 
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That is exactly what I asked for , Miss El liott, 
Sunday night . I want a chart to support thi s 
and I woul d like to have two kinds. If you 
woul d give him the basis, George will make them. 
I mmt one the size that can eo right into the 
st atement I give to Congre ss so they can look 
at it, you see, and then n bi g one , George, so 
that everybody can see, but - in other 1vords, 
I ~ant t o illustrate my talk, Please make sugges­
tions, too. 

'.':e broutht the material this corning for the 
chart. 

If you would just turn i t over to Haas, but I 
thought t his, if tho thing would run - this 
st atement, and then the next page or somehow 
or other have it so it would be - run nicely 
with the chart. They could just see the thing 
on a char t , you see . 

You mean a mimeographed chart? 

I want a mimeographed chart and then a big one. 
I will read this and I 11ill say, "Now, if you 
will turn to the next pa~e you Vlill see the chart 
illustrating this thing1 and I can sat to the 
audience - George will be there - "There is 
the chart to sho11 this thing," you see. 

And projected in red. l~ve the anticipated 
increase in red so they can see what you can 
expect if you don't do anything. 

Well, if you don • t mind, George 's cro11d on that 
is so much bet ter t han I am, I will l eave i t 
to t hem t o give me a pretty picture. 

Mr. Secretarr, in condensing that, I believe 
t hat there is some advantage in the ;va.y this 
was stat ed here in the other draft, in changing 
that. 
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Do you think they spoiled it? 

Well, the question, Mr. Secretary --

We didn' t state it the way you did, If you 
think the way you did is better --

Let ' s listen to what they have, 

The question is whether it is more effective to 
state it in the increase in the price of the 
same things or t he decrease in terms of outs 
or in terms of increased price, 

Say it again, Miss Ware, a little slower, 
Remember you are dealine with an eighth 
grade pupil, so do it a litt le slowly. 

V/hether to state the increase in the price of 
food , clothing, and shelter or the decreased 
amount which can be bought . 

I personally like the idea - well, if you 
can get seven loaves today and two years from 
now you are only going to be able to buy five 
loaves or four loaves rather than - is that 
what you mean? 

Yes, 

Vlhlch do you prefer1 

Well, that is the way it is, 

It is both ways, Yr. Secretary, and I will tell 
you what the difficulty is . When you are tallcing 
about a loaf of bread you can say that and we 
do say it. \Vben you are talking about the cost 
of living which includes rent and other services, 
you either have got to use a percentafe decrease, 
and we wanted to get aw&f from percen agea -
you would have to say that tba cost . of living has 
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risen br ten per cent or soi or you have to 
say the same things you cou d buy for a dollar 
now cost you two dollars. You can't say that 
you get half as muoh rent and half as much for 
a dollar. 

You had your difficulty when you l umped food , 
fuel, shelter and clothing. 

Let me hear how you had it. 

With my eye on the labor listeners, I suggested 
saying something like this. "A family earning 
thirty to thirty- five dollars a rreek in 1940 
took in effect a cut in income of more than 
twelve per cent a year for more than five years. 
That is the kind of thing which the workers can 
hear. 

Providing they got the same income, which they 
didn' t . That is the difficulty. 

Yes, a family having the same income. 

Well, my suggestion, W.sa ·.vare is, it you could 
stay afterward, you see, and go into a huddle 
with White after t he meeting and then just see 
whether you can't get a meeting of the minds. 
Is that ·agreeable to you, Ylss Elliott? 

Yes indeed. 

If you could stay behind, J.liss Ware, and go in 
with White and just thrash 1t out . I think you 
can hold up your own. 

This is quite O.K. 

No, but I mean - I would vecy much like it if 
you coul d stay behind. But let me say this. 
This is the first time I have seen this thing this 
way, you see, and this does what I want to do. 
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It says if the thing continues the same way, 
that what cost a dollar thirty- seven, a dollar 
f orty- two today, in two year s from now will cost 
tv1o dollars sixty-seven cents, I have never 
heard t hat said before, Has t hat been said 
on the Hill, Joe? 

tlo , 

That is new, isn't it? 

That is right . 

Well, that is the key to ~ r.hole story. 

The figur es would be a l i ttl e more dramatic 
if you took Au~st, 1939, the beginning of the 
war, Is that Just as easy t o eet? 

Yes, 

Again, that is a technical thing. If you think 
t hat is so - if Miss '.Vare would take a look at 
August . I know the figures , I think George is 
right. 

Well, they will say you picked the low month. 
It is all right, we can. 

\'/ell, you start with the war . 

It is the beginning of the war. You have got 
that reason. 

All of our charts start with August , '39 here . 

We have t hose fi gures here, 

What would it be in August , ' 39? You have got 
August, ' 40. 

l7ell, the cost of living up in t he f ront of the 

' 
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statement, Yr. Secretary, it is five point 
eight per cent and I think in the statement it 
is four per cent. You see, it is a difference 
between four per cent and nearlY six per cent, 
which is nearlf a fifty per cent difference. 

I would like to use the figure August, unless 
these economists overrule me, which is ea5,1. 
What was it in August, 139? August, 140 was 
a dollar thirty- seven. How much was it in 
August, 139? 

Sorry, I don' t have that exact figure here. 

I should guess it would be pretty close to a 
dollar. 

\Vhat would this be in August, '39? 

In August, ' 40 t his same food and shelter, I 
think, cost a dollar thirty-five . A very small 
change. The rise in the cost of living in 
August, ' 39, I think, was something - ~ recol­
lection, if it serves me correct, brings 1111oh 
less than two per cent. 

Oh, much less than bro per cent, it must have 
been. 

Well, again, if lllss Ware could stay and with 
George and Harry get together and settle the 
figures, I will be glad to use them, but it is 
the idea. 

We will take the one that looks most dramatic. 

They will say, ~ell, Mr. Yorgentpau, when do 
you think we will reach the two point sixty­
seven, in how many years?" fou don't say. 

\fe say in four years, but I think we will change 
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that . I think the thing to do is to say that 
by the time the war lasts much longer, we will 
be close to that. 

Well, why not say we are headed right toward 
t hat? 

That is what we reached in the last war, How 
rapidly we will get to that point this time is 
difficult to say, but we are --

What do you S&1, lllss Elliott? 

We are movi.ng in that direction rapidly. 

;ve are moving rapidly in that direction, 

Wel l , one year of the war has already gone by. 

You say in the next sentence, "If the same rate 
of increase takes place in the United States in 
the next two years as during the last war, 
a basket of groceries which now cost $1,00 
will cost $1. 75. That is where the inflationary 
forces of today will lead us unless ue take 
positive steps to prevent it.• 

Just wait a minute, please. Now, what I would 
like to s&1 is this. This still doesn' t - isn' t 
convincing eno~. I would like to after this 
thing here say, "Now, I want to t ranslate that 
into terms that the housewife and I can under­
stand: and then I would like to, lllss Ell iott, 
right in there put in a paragraph. I would like 
to t ake a few items like porkchops t oday cost 
thirty cents a pound. If this thing continues 
they are going to cost so much. If bread costs 
so much t oday, following the same pattern -
I would like four or five things, I mean what 
you think are good, porkohops, bread, eggs. 
I mean, I would like another paragraph to 
illustrate the thing. 
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We have figures here on corn meal, pork, flour , 
bread, eggs, beans and rice. 

Forecasting it ? 

Yes. 

What is the list again? 

This was a list, as a matter of fact , for the 
translating a hundred and ten per cent of parity 
into like~ price increases. 

Is that the same as f rom a dollar to a dollar 
seventy- five? 

No . 

tlo, it isn' t . 

No . 

We can break that basket of groceries down to 
that. 

Take the dollar to a dollar seventy- five and 
give me a half dozen good items. 

We can do that. cre can get that right out of 
this percentage here. 

Yes, from a dollar to a dollar seventy-five , aDd 
each one of these things here which are new, 
like this is, I would like a chart to back it 
up with, George. 

All right. 

Even if we get too IIWIT charta we can always 
throw some out, but at least let's have them. 
But I simp~ want to say now a dolla.r and a 
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dollar seventy- five . Let ' s take a half dozen 
items in that market basket and what would they 
be if they went from a dollar to a dollar seventy-
1'1 ve? 

Nell, these would cover meal and pork and flour 
and bread and eggs and beans and rice. 

Wonderful. 

Isn't that as good as aQ7? That is on the poor 
man' s table, isn't it? 

I think t hat is a good assortment. 

'!le can get a good assortlllent from that. 

Go ahead, Ferdie . 

"The rise in prices is not confined to foodstuffs 
and clothing. I have before me the actual figures 
on the cost of constructing a standard six-room 
frame house in one of our trpical cities. This 
home that could have been bu1lt a year ago for 
$6,000 no~ costs $7,140 to build. Here we have 
an increase in prioes of nearly 20 per cent and 
if it goes along the 1916 pattern, we are only 
at the beginning of the story. " 

I certainly want that chart. 

I have got a chart. 

I know, I saw it just last night. I certainly 
want that in a chart . 

"There is however one great difference between 
conditions today and 1916. VIe at least know 
lfhat is going on. We are aware of the dangers 
that lie ahead of us ." 

It says "that" here. It should be "what" . 

• 
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It is a misprint . 

"We now know or ought to know that the time 
to do something about inflation is before it 
occurs, not aft er it has gathered momentum, 
We should profit by our greater knowledge and 
t ake prompt and effective action now. " 

Do you intend to l eave out the details of the 
house? \'/e had them in yesterday, broken down. 

You mean in the chart? They will be in the chart. 
That saves another thing. You can have less 
details in the statement and all the details in 
the chart . If you don ' t mind, Ferdie, I think 
that last paragraph could even be made stronger, 
on page eight . I don't think I am beating mf 
breast hard enough. 

You are only beginning to beat your breast 
there. 

"Our economf t oday resembles an over- loaded 
steam boiler. " 

llow we are getting somewhere. 

•The fire under the boil er is being fed br 
bi llions of addi tional purchasing power in 
the hands of the public. The f ire is growing 
better and is generating more steam than the 
boi l er can safely hold. If we are to prevent 
the boi l er from bursting, we must damp down 
the fires by withdrawing some purchasing power, 
and we must al so strengthen the boiler by 
increasing the supplies of goods availabl e to 
the consumer. 

"It is true that some important steps are being 
taken to withdraw purchasing power that competes 
with defen.se goods. Congre~s has now before it 
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a h~ge tax bill destined to raise from $3 -
$3-~2 billion in additional r evenue, The 
Treasury in its borrowing program is attempting 
to obtain as large a portion of its funds as 
possible from current consumer income, To do 
this it has initiated a program of selling 
defense savings bonds and stamps to people of 
moderate and low income, and has also embarked 
upon the sale of a new form of note - t he Tax 
Anticipation Note - which will operate to reduce 
the lag between the time of accrUal and the time 
of payment of income tax, thus" --

liay I interrupt you? Go back to page nine at 
the end of the paragraph where you say, •·fle 
must also strengt hen the boiler by increasing 
supplies of goods avail able to consumers. " 
I would like to follow the technique of the 
fe llow in his prime who was tops, a man by the 
name of Alfred E. Smith, who used to use this 
expression, "Now let ' s l ook at the record. " 
At this point I would like to say, "Now, let 's 
take a look, what can we do?" 

tt;·,'hat have we already done and what can lte do?" 

"',','hat have we done and l'lhat oan we do about i t ?" 
... .'.'hat have we done and what can" --

"And what more can we do?" 

"And what more can 1ve do," you see? 

It is good to break it up that way, 

Do you remember Al ::W. th? He 1vould say, "Now 
let ' s take a look at the r ecord." 

He has stopped looking at his record now. 

He has stopped thinking, poor man. 

4.9 
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~ I interrupt at this point? In this dis­
cussion of the production of purchasing power, 
wouldn't it be desirable to have a sentence sar­
ing that the reduction in purchasing power is 
not aimed at the lOIYest or the vecy l ow incomes 
which are needed to provide minimum essentials 
for health and welfare ? It sounds as if there 
was a slight inconsistency between this state­
ment here and cutting down consuaer purchases 
and the statement later on. 

About morale and health? 

Yes. 

n.ttting purchasing power where it can be most 
afforded or something, where it can most be 
afforded. 

Yes, just a little sentence there. 

And do the l east damage. 

To our standard of living. 

50 

Something like that. I think that is a good point . 

We are on t he Tax Anticipation note , which will 
reduce the lag between the time of accrual and 
the time of pSJIIlent of income taxes, •thus increasing 
the effectiveness of that tax as a means of 
curtailing current purchasing power for cons~ 
er goods. 

~These measures to res train price rises, though 
they have unquestionablf been helpful, are inade­
quate to meet the si tuation confronting us, All 
of them attack the problem by attempting to 
reduce expendable consumer incomes, Fortunately, 
however, there i s available an additional method 
that attacks the problem from the opposite 

Regraded Unclassified



B.l<!.Jr: 

Kuhn: 

H.:.:. Jr : 

Kuhn: 

H. l.I. Jr: 

'.','hi te: 

H.l.f. Jr: 

1.'1hite: 

H.I.!.Jr: 

Kuhn : 

11.1!.Jr: 

'·1>:~ 
. -

- 28 -

direction. Because of our accumulations of 
agricultural surpluses we are in a position to 
provide increased quantities of almost all 
agricultural goods and therebf bot.h curtail 
prices and increase the standard of life. 

Right there, what I want to saf is that this 
was done during times of depression and the 
time to rid one's self of surpluses are 
in boom times. 

We have got that in the next paragraph. 

All right . 

"Indeed, ~ suggestion that the grana~ doors 
should now be opened a~rees with our established 
agricultural policy - the ever normal grana~. 
Having been accumulated in time of surplus, the 

stocks should be distributed in time of short­
age. To do so is the natural complement of 
our previous polia,y and the necessary prepara­
tion for reaccumulation when and if surpluses 
again develop. • 

That sentence is a little highbrow. 

I got fOUr note this morning, and we added that 
paragraph. 

This f irst paragraph, at the top of eleven, is 
a little highbrow. That is me? 

I S&f we got fOur note this morning, and we wroto 
that paraP.raph this morning. 

This one? 

And the next one. 

I say it is a little hildlbrow. !lever take any­
thing seriouslf that I aictate before six in the 
morning. 

• 
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I don' t think the t ime waa on it. 

Well, it was, I have one of these Ediphones at 
home. Al l right, go ahead, 

Kuhn: "Now is the t ime to empty our shelves, bot h f or 
present advant age and so that if necessary we 
can later f i ll them again, " 

H.U. Jr : 

Kuhn: 

Elliott : 

Haas: 

H. M. Jr : 

Kuhn : 

H. ·:. Jr : 

Elliott: 

H.U. Jr : 

O'Connell: 

That is what I said, 

~e concept of the ever normal granary call.s 
for a floor to be built under falling farm 
prices and, it seems to me, for a cei l ing to 
be buil t over rising farm prices. " 

Wouldn't it be better to say, "Now is the time 
to empty our bins and our shelves"? 

It is more farmllke . 

All right. 

"And that brings me, gentlemen, to what I consi­
der the major defect of the bill now before you. 
It is a defect which I consider so great that 
it will undermine the effectiveness of the bill 
unless it is repaired. This is the failure of 
t he bill to provide for effective control of 
fa.rm prices, And without a check upon farm 
prices, it is usel ess to look for a check 
upon inflation. " 

Hear, hear, did Miss Elliott write those two 
sentences? 

Not guilty. 

They are good. 

l.!r . Secretary, I would like to point out that 
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I am not sure that sentence about oontrol of 
farm prices is absolutely accurate because 
once you get to a hundred and ten per cent 
the bil l contains the same power to controi 
farm prices that it does all other types 
of prices. That is, the effectiveness at 
that level is the same as r egards farm prod­
ucts as the bill supplies for other commodities 
at nhatever level t he Administ rator determines 
to be fai r . Now, I don't know that that means 
that this is absolutely incorrect, but I am 
not sure of i t . 

Unless they changed t he definition of parity, 
Joe. 

\'/ell, I am assuming that there is an existing 
definition of parity. I don' t know. 

In other words, there is o. coiling but the ceil­
ing has been fixed hieh. 

No, but it is a escalator ceili.ng. 

There is no ceiling. They can' t do it lower. 

Because by definition the pari ty doesn't - yes, 
that is right . 

You have the word "effective" as a hedge, Joe, 
"effe ctive cont rol" . 

If I understand correctlY, what you mean by 
"escalator ceiling" is that as the articles 
the farmers buy go u~ t hat is one of the factors 
going into farm pari , so his prices go up, is 
that ri~t? What he uys rises and what he 
sells r1ses, so therefore the thing goes up -
goes right on up. I s tho.t right , Yiss Ware? 
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','.
1are: Yes • 

li . ll . Jl' : Well, Joe O' Connell made a comment , Give it 
careful consideration. 

Look YThat they have done with cotton. The 
minute they have reached the parity they have 
given every indication of no willingness to 
release supplies, even after it reaches parity. 

O' Connell : Well, that is another point. That is entire}f 
different . 

E . ~·.Jr : 

'.'/hi to: 

ll . l.!.Jr: 

Kuhn : 

h.!.'. Jr : 

Kuhn : 

P. .U.Jr: 

C-aston: 

'.'/ell, Joe, go after these boys afterward and 
see who gets licked, You know, go after them. 
It is a point and see whether you can argue it 
among yourselves. 

Yes. 

Go ahead. 

"The problem of farm prices i s close to my 
heart, not only because I have a farm of my 
own, but also because I was the first GOvernor 
of the new}f organized Farm Credit Administration 
in 1933, ~ith memories of those days in my mind," 

'.'iai t a minUte o A.ren It yOU coing to say fOr a 
few weeks I was the Governor or Chairnan of Her­
bert lloover's Farm Board? 

If you want it in. 

Sure. So I had a taste of that , and it has been 
a bad taste ever since . ''With the memories of 
the few weeks that I was Chairman of Herbert 
lloover •s Farm Board still clear in my memory, " 
and then the other thing. What was that, 
three weeks, Herbert? 

Two months. 
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May. 

A little over two months, March S t o ~ 12. 

Yes. 

All right . 

"':lith memories of those days in Ill¥ mind, it 
seems to me t hat too ~ people are now look­
ing at farm prices purely from a short- run 
point of view without any apparent regard for 
the inevitable after-effects of inflation. 
Have they forgotten the experience of 1920 and 
1921 when farm prices dropped more than 50 
per cent within twelve months? Have the people 
back on the farms forgotten the whole heartbreak­
ing period from 1921 to 19SS when American farm­
ers fought for relief with no resultZ Surely 
millions of our farmers oan remmnber the bott om 
of the pi t in 1933, when they organized "holiday" 
movements to protect their farms f rom foreclosure." 

Now you have got to put one thing in. "Have 
the people back on the f armsA hBrethe Republican 
Party, for~otten the period? Just put that in, 
will you p.l.ease? 

What was the little result , the Farm Board? 

Well, believe me , when Ur. Crawford - this is 
a good point, Joe. When Yr . Crawford goes a.fter 
me, I can Saf, "Has the Republican Party for­
gotten the peri od from 1921 to 1933?" 

You woul dn't blame them if they did. 

They never will forget it. 

Well, isn' t this the place to chuck it in? 7fuere 
is JD¥ farm prices, George, that I asked for last 
night , where is Ill¥ chart? 
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They didn't work out exactly what you wanted, 
I don't think. That is fo.rm income . It is an 
interesting t hing, but it is not farm prices, 
you see . 

No good. 

It shows all right. 

llo, it doesn't, 

It shows i t way up, you see. 

!1.1!. Jr : I want farm prices. 

Elliott : ~. Secr etary, it i s probable - there are some 
Southern Democrats, you see, who are leading 
t he fight for this hi gher parity, and it might 
throw that back. 

O' Connell: Of course you will get more Republicans on this 
Banking and Currency Committee than you will 
Democrats . 

H.J.:. Jr : I 1:ent through the campaign in 1932 preparing 
t his thing, and the whole thing we had to keep 
throwing in Hoover ' s t eeth was the Farm Board 
and that was one of the princi pal things we 
threw in his teeth and into the t eeth of the 
Republican Party. Now, if they get nasty with 
me, I Bm going to simply say - and if I remind 
the Democrats of this they may pipe down and say, 
"Well, Morgent hau is riR}lt . We had better make 
this a Party matter. " They wil l say, ~e don' t 
want to repeat . " It is my only chance , you see , 
to r~ind them that it was the Republicans who 
had made the mistake and it was the farmers who 
had suffered for thirteen years. '.'le Democrats 
pulled them out of t hat hole . We don't want 
to make the same mistake as the Republican Party 
did. I - unless these people --

56 

• 

. 
• 

Regraded Unclassified



Foley: 

White : 

H.Ll. Jr : 

O'Connell : 

H.U. Jr : 

O' Connell : 

H.JJ .Jr : 

Foley : 

- 34 -

I don't quite see the rel evancy, Mr. Secretary-­

It would came better in the questioning, Mr. 
Secretary. 

Oh, absolutely, I don' t want it in the statement. 
But in the questioning. No1 I wouldn't put it 
in the statement. I was only kiddi.ng. But in 
the questioning. I am perfectly consistent on 
Ur. Roosevelt's :y;icul tural speeches of ' 32, What 
he said, I am o repeating what he said in 
132, 

~ell, ur . Secretary, I have been listening to 
that cross examination of J.!r . Henderson for the 
past f ive or six days, and I really think that 
you are not apt to have much trouble with Wolcott, 
Gifford, and Crawford, who are the three Repub­
lican members who have been examining Mr, Hen­
derson so far , I think that you will get, 
frankly , more sympathy with this sort of state­
ment from them than you will a number of Democratic 
members, 

But Joe, certainly I am on very safe ground it 
I go back to Ur. Roosevelt ' s campaign of 132 
and what he did for the farmers to pull them 
out of the hole and keep their farms for them. 

That is right. 

I would just as soon say that maybe some Dem­
ocrats have forgotten what Mr. Roosevelt stands 
for, including Cotton Ed Snith. lf.aybe some Dem­
ocrats have f orgotten what tho principles of 
the Democratic Party are , \'lhnt is the matter 
~Vith that? 

Well, Mr. Secretary, the result, in so far as the 
farmer is concerned, may be the same, but the 
logic of this an<! t he •,yay it is said in here 
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bothers me a little bit. I don' t quite see 
the relevanoy between inflation and depression 
and your comparing - I mean, you go from in­
flation and the effects of inflation right back 
to the depression period. 

I can answer that for you. You weren't here 
yesterday when we heard the sta tement. They 
didn' t use it. The i llustration I used was 
this: If you want to keep Humpt y Dumpty from 
felling off the wall end you don 1 t want to 
let him get up on this high wall --

Kuhn : We did use it, IJr . Secretacy. It is on the next 
page. 

li .l.:. Jr: 

foley : 

H.M. Jr : 

Foley: 

H.:.!. Jr : 

Foley : 

'.'lhite : 

Foley: 

:1 .11. Jr : 

Let me just go with Ed on the f arm prices. He 
comes from Fourteenth Street in New York, is it? 

I come from up-State New York. 

You don ' t vote there, anyuay. (Laughter} 

Besides, i f you want to be accurate , it is TWenty­
third Street. 

O. K. You win. /fell, anyway, the connection 
between the two is that we don' t want inflation 
now, so we don't have that horrible 
defl ation afterward. That is the point. Does 
that satisfy you? 

Yes, that satisfies me . 

His point is, it may be - may not be made clear 
in the stat ement . 

It is not clear. 

He is most likely right, but you don ' t want 
the cruel inflat ion now and the even more devas­
tating deflation which comes as e result. 
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That is my whole thesis. That is my whole thesis. 
If that is wrong, then we had better start all 
over again. 

I don' t think the thesis is l'll'Ong. I was merely 
saying that it is kind of hard here to follow 
the logic, 

Kuhn: It comes. We might point it out sooner. 

'11hi te : 

Foley: 

Kuhn : 

II.U.Jr: 

Kuhn: 

H.!.!. Jr: 

Kuhn: 

Ganton: 

I!.M.Jr: 

Kuhn: 

"I lived with the tragedies of the farmers in 
1933. I remember the day when seventy- five 
farmers with shotguns" -- I am go~ to revise 
this -- "stood on the steps of the Illinois 
Court House . • (Laughter) 

~remember when farmers with seventy-five shot­
guns came to my office.• 

I t sounds like a marital proposition to me, 
Harry. 

"They came to my office to tell me they were 
about to be turned out of their homes and their 
lands. • 

That is wonderful, 

"I remember the case• 

Is this the part that Herbert Gaston wrote~ 

Not guilty. 

I am not guilty. 

All right, go ahead, 

"I remember the case of one fa.rmer, a college 
graduate, who had been worth fifty thousand 
dollars a few years earlier, and who was being 
threatened with foreclosure although he had 
25,000 bushels of corn in his bins. It was 
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• 
my job then to halp extricate our farmers from 
a price and speculati on wreckage which had ita 
origins in the price boom of the last World 
War. "' 

I don' t think that expression is good. I think 
we oueht to cut it out. '!hey will begin talk­
ing about the men who had millions in 1928 and 
lost them in 130, 

Well, Herbert can fix that stuff up. 

Who cries over aeybody who is WO!'th fifty 
thousand dollars anyway'l 

Especially if he went to coll ege. (Laughter) 

He should have kitown better, 

Sure, what has he got eduoat ion for2 

Put the corn in the crib, too. 

Instead of a bin? 

Yes. 

All right. 

Go ahead, 

"But it was hard for me then and it has been 
hard for t he Administration since then to put 
Humpty Dumpty together again, And it has been 
hard to persuade the present-day descendants 
of Uumpty Dumpty not to go climbing up that wall 
of hi gh prices again. 

"I want to see a healthy development of farm 
pros~erity, and with that objective I helped to 
inihate our agricultural pro T em and have 
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continued to support it . Holding fast to 
that objective, I am convinced tliat we must 
not ignore the danger signals ahead, 

•now what are those danger signals as they 
apply to our farms? The most serious of them is 
a rapid rise in prices which is hastened 
to a large extent b.r the ar tificial withholding 
of huge supplies from the market. It is hastened 
also, to some extent, by the continuance of 
unreasonably high tariff rates that keep foreign 
supplies from our shores, Yet if we were intel­
ligent in seeking to prevent further price rises, 
we should be making every attempt to br~ in 
supplies from other countries, particularll 
those supplies in which shortafes are already 
operating, VIe should not hesi ate to cut tariff 
rates wherever such rates operate to keep 
prices unduly high or the goods unduly scarce. 
Above all, we should be making full use of those 
supplies that are available here in the United 
St ates." 

In this here, wouldn' t they come back there at 
you on shipping, the fact they would do 
this if they could, it is a shipping shortage 
that is keeping them from bringing £hem in? 

Not from Canada. 

I was thinking of wheat from Canada and sugar 
fro.m Cuba. There is no trouble in bringing it 
over in barges. 

And veget ables from Mexico. 

Well, I think, though --

Cocoa, coffee, yes, but sugar and vegetables 
and wheat - I hope you have got the right figures 
for the wheat in Canada now. 
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\'ie will check on that. 

I have got to get a lot of this stuff primed 
into me. I think it is all right, Miss Elliott . 

"It is sheer folly from the farmer ' s point of 
view, to be pushing prices up by creating 
scarcities in times like these. I t is folly, 
because it will end i n the same heartbreak and 
misery that came in 1921 and lasted for twelve 
long years. 

"I hope the rarmer will see where all this is 
heading; I know the housewife does. For she 
is feeling the effects alreadY, every time she 
goes to the market to buy fooa for her family. 

"I wonder if the housewife knows, when she pays 
20 per cent more than she did a year ago for 
a bag of flour, that our supplY of vtheat is the 
largest on record, and that 450, 000, 000 bushels 
of two years ' crops are stored in Canada and 
could be imported easily. I wonder if she kno"e, 
when she pays 15 per cent more for a pound of 
suuar than a year ago, that there are huge 
untouched r eserves of sugar in Cuba. I wonder 
if she knows, when she pays 25 per cent more 
for butter, that we have forty million more 
pounds of butter in storage than a year ago. 
We have in our 01m country large reserve stocks 
of farm products of al l kinds which should be 
released for consumption as rapidly as is 
necessary to prevent unreasonable price rises. " 

The cotton business here is as it was yesterday. 

Isn't "of all kinds , " a slight overstatement? 

Probably it had better be "many kinds. " 

Page seventeen. "Mil lions of our people" 
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There is a statement that has just been prepared 
and is on ~ desk on the sugar situation, which 
I think can make this even stronger, the amount 
of sugar that is now in this country. I was 
amazed to see that this statement - they are 
calling in the sugar people now because -
on the price ceilings discussion and that there 
is more sugar now, according to this statement, 
in this country than at any other time. 

Being withheld from t he market? 

Yes. 

Can we get that list? 

Yes. Well, I don' t know whether that statement 
is being held for the price ceil ing thing. He 
got up this stutement because they are calling 
in the sugar people to fix a price ceillntt• 

'.'leU, if I could use this. You see, the point 
t hat I would like to get over is this --

When I go over to the office I will send that 
sugar statement back. 

The thing I would like to get over, so you get 
it once more, i s on this whol e question or food, 
the thing that burns me up so, I happen to have 
been partly responsible when the President 
released the seven hundred thousand t ons of 
sugar two years ~go when the thiny went up to 
t wenty-five cents in the fall of 39, and I felt 
that when he did that - I mean, as I remember 
it I b~ught it to his attention - that if all 
of this had been turned over steadily every 
time there was a surplus, you would have knocked 
the price on t he head, and every time that one 
or these thin~s grows you just hit it on the head. 
Well, gradualtY you would keep this thing down. 
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But that isn't done, and that is the thing that • 
I want to get over, and if it is sugar or wheat -
and that is the way, after all, if you could 
keep the price of broad at what it was - but 
the selfishness of the people , for instance, 
on - they kno\f that this thing is coming for 
England so there is so maQf million pounds gone 
up, Then they hold the price there, they freeze 
it, Now, they have done it in the House, The 
~rice in the House went up when the7 were build­
lllg Arr!If cantonments and there was a temporary 
shortage of lumber. Now, the lumber is there, 
but do they let the lumber price drop? Oh, no, 
they freeze it right at that price, and that is 
true in every one of these cases, and t he only 
way that you can break it is the way the President 
broke t he price of sugar in the fall of 139, by 
releasing seven hundred thousand tons. Now, if 
they thought we were going to release ~ one 
of these particular items - I would do it judi­
ciously. I mean, not to have too sharp a break. 
A lot of these prices could go down. 

"Uillions of our people still go" --

I think when we were talking about s~r we should 
say, "large supplies in CUba and poss1bly here, " 
and at the same time we have a quota nhich pre­
vents that sugar from coming in. 

Yes. 

I think it would pl ease Agriculture, because 
we are not accept1ng a single recommendation 
they made, if you are willing to make a state­
ment along the lines that you have just made, 
that what you are concerned about , what bothers 
you is not the price rises which have already 
taken place, but rather the price rises which 
wil l take place unless they are checked. It is 
the further price rises, 
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Well, that is true, on the nhole. 

I think if we have a sentence of that kind in 
there they wi ! l like it. 

As long as you say where there is something 
particular out of l i ne - you can bring t hat down . 
I mean, take --

There are things out of line . Feed products 
are --

Tallow, a hundred and twenty per cent up. 
I remember that fi~re . There is no excuse. 
I mean, if tallow 1s a hundred and twenty per 
cent and there i s some way of bringing tallow 
and - cottonseed oil, the things that go into 
shortening, isn't that what you call it? Those 
things, for some reason or other, are completely 
out of l ine. Just keep that in mind. Go ahead. 
And, gosh, the peanut oil in the country must 
be tremendous. 1bere must be huge quantities 
of peanut oil. It i s the thing from the Philip­
pines, isn' t it, that has driven the price up, 
the lack of that, isn' t it? 

Yes, they can' t move copra. 

"Millions of our people stil l go without milk, 
butter and eggs which nutrition experts have 
found necessary t o good health and good morele. 
The effec t of good food on national defense has 
been stated so well in the August issue of 
Fortune magazine that I should like to read one 
paragraph to you. • 

Shall I read it? 

Yes, I would like to hear it . 

"It S81S : 

' This is a war in which evecy man, womsn and 
child must be alert, physically tough, st rong in 
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character. Planes, battleships, natural resources, 
industr ial plants mean little without human 
fitness to match - superb health, geared up to 
its highest pot ential by the right food. Cour-
age ana the cool head in battle, efficiency on 
the production line, civilian morale - all 
hinge on food; not on just eating enough, but 
on eating enough of the best life-giving foods . 
The Nazis have even demonstr ated that right and 
wrong diet can be used as a double- edged weapon, 
both to sustain the will to victory of their 
own people and to paralyze the will of the con­
quered. Never has it been so clear that food 
i s power, ' 

wane would imagine that every effort would be 
made to put more dairy products on t he market; 
yet we are withholding the largest reserves 
and the largest production of milk, butter, eggs 
and cheese in our history. We could easily 
expand our production of dairy products for our 
own use, and yet leave ample amounts t o be sent 
overseas. • 

We were Just questioning this, "tet 1Je are 
withholdLng tlie largest reserves --

I think on this whole thing George ought to 
take the stat ement and wherever ther e is any 
reference at all either to agricultural prices 
or agricultural stocks or surpluses, that he 
ought to have somebody in his s taff check 
it because v1e haven't checked them carefully. 

Will you take that responsibility, George? 

Yes, 

You see, before Haas was with me in the Farm 
Credit he was in the Foreign Service in the 
Department of Agriculture. He went from there 
to Farm Credit to here . We are all farmers here . 
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She (Ware) is a good farmer, 70u know. 

Where is 70ur !arm? 

Virginia. 

Don' t 70u have one up in Dutchess Countr? 

No. 

Do 7ou still teach at Vaasar? 

No, I keep onlf ~ voting residence in Dutchess 
Countr. 

Good. We need 70u up there! especial.4 next 
fall when we go after Ham F sh. 

Again? 

Again. (Laughter) 

Shall I read this business about England which 
we are going to out? 

No. 

•The prices of these products need not riae at 
all it we use our surpluses for supplying our 
own lllllrket am if we began expanding our food 
processing plants. It requires onl7 elssentarr 
l'oresildlt. It was lack of such foresig!lt that 
brough£ us to our present shortage of plant 
capaci tr for the lllllDUfaoture of steel and 
aluminum. ! similar failure to act in the field 
of food products is leading us to the smDe 
outcome, and to the same conditions of shortage 
which have operated in other fields . 

"' know from experience on rq own fal'lll that within 
two months we could increase our supp~ of ailk 
b7 feeding SOIII8 of our huge aurplursu of corn 
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to the cows. That is the practical w_, of getting 
more milk for our people. I know that we could 
use some of our surplus grains as feed for 
chickens, and get more eggs. Yet the price 
of a standard poultcy ration has increased 60 
per cent since the war began. We could feed our 
surplus grain to hogs and get more pork at prices 
which the American housewife oouldJa;y• Yet 
the government h withholding 200 ilion bushele 
of wheat and 300 million bualiela of oorn. 

"'This hes been hi storicalq a land of milk and 
hone7. There is still plent1 o! llilk and honef, 
but too much of it is in the warehouses. Let •e 
make it flow. If we were to let it flow to the 
public• --

What is the hymn, "Tho land of milk and honq"? 

"Jerusalem the Golden" . 

~71th Milk and Honey Blessed. " 

You might look it up to see it there is something 
fOU can quote diroctq from the hymn. 

That is all there is about milk and honq. 

I will let fOU know in a halt hour. 

Until fOU call up fOur wife? 

Yes. 

All right. You know, Jlrs. White hes the children's 
Book of the Konth - for children, this month. 
Her book was selected as the best book. 

)(y wife thanks fOU tor that little publicity. 
(laughter) 

"' •• • • we should not onlY help in keeping prices 
stable, but we should be doing something nen 
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more important ; we should be helping to make our • 
pe~ple healthier and happier. 

"The Treasury proposes to do ev~rything in its 
power to prevent inflation, through its tax and 
borrowing policies. It proposes to do this be­
cause on the one hand, it has a responsibility 
to the public and on the other hand, its own 
financing wni be definite~ more difficult it 
inflation develops." 

The rest of that about the nation's largest 
l'urchaser and the nation' s largest employer 
1s old, and also keeping faith fli th the people 
who have bought defense bonds to prevent in­
flation . 

Then, on page 22: "For these reasons, we are 
determined to fight inflation wherever it 
appears. I hope that every citizen, every house­
wife, will fight it at the same time, because 
of the dangers of inflation to every individual. 
What the public can do in the fight against 
inflation immediately is to insist upon the 
passage of this Bill and upon the adoption of 
a policy of increasing the supply of food and 
other civilian ~ods Which do not cocpete nith 
defense produchon. 

"Some of our people think that they will benefit 
from rising prices . The;y are moon~. llo group 
in a communit;y profits from inflat1on except the 
Three Horsemen - the speculator, the prof iteer 
and the hoarder. " 

Then comes the morale passage which we had 
yesterda;y. The ending is old until we get to 
this: 

"The responsibility is ours . The time to give 
our people that assurance is before the inflationary 
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process has ~ipped them. We have it in our 
power, in th1s year of great decisions, to show 
oQurage for 1'lhioh the American people will 
thank us in years to oome, " 

Well, I think we are getting somewhere now, 
Now, Miss Elliott, please? Additions or sub­
tractions? 

No , I think not, There are one or two things 
we marked along here, but I think lii.ss Ware 
in going over that will catch them, 

Can she go over it with the men later on? 

Yes, just minor things there, I still think that -
I just asked !lias Ware if she doesn' t agree with 
me there in the end where you say you support 
this bill. You don' t support the bill in its 
entirety. You support it wi th reservations, 

Insist on the gap in this bill l·eing r epaired? 

Couldn't you say- I mean, if you say you sup-
port this bill1 that contr adicts, it seems to 
me, the criticlams, you see, 

I think she i s right • 

•• •• which he has made. You support price 
control. 

You support this bill provided such change is 
made? 

That would hurt. I wouldn't say anything. 

You say that, don't you, in the first paragraph~ 

But I think if you come out at the end and ~!{' 
"Now, gentlemen, I support thi s bill, " I th 
it is --

10 
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Well, it appears to me that this bill is a step 
forward, and the one item in there --

The principle of this bill you support, and 
price control, but you don 't support the bill 
as it is written. Yaybe I am wrong, 

The bill itself - as I SB.f, I don't know 
whether the Secretary is ready to go further than 
this bill, excluding the question of the floor 
of agricultural commodities, because if t het is 
excluded, I take it that you do support the bill, 

Harry, on page two, I say "I welcome the 
bill before you because, despite one serious 
shortcoming, which I find , I believe it is a 
step forward. • I think that is enough, 

I think you shouldn't give that general state­
ment at the end, 

Except that here you are calling on the public 
to act, and if you want this to constitute a 
call on the public, t here is a slight di fference 
in the vtay in which --

You are asking the public to support this bill. 
~le will have to change that , 

You can ask the public to support a policy of 
using agricultural surpluses, 

I can' t say here, "Write to your Con.,o-ressman." 
You will have to change it because I think Miss 
Elliott is right. That is enough to say on page 
two, and then I don' t want to come on again after 
all the criticisms and say, "I am for t his bill." 

You could say, "This le~islation to control 
prices is most urbentlY necessary and t herefore 
consi deration of this bill at this moment by the 
Committee is very timel,y. • 
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That modifies it . 

Will you write it, Herbert? 

Yea. 

Mrs. Klotz, have you got anr suggestions? 

That is a very good suggestion. I like thi state­
ment very Dllch. 

llr. Seoretaey, there is one Clllission I would 
like to ask you about while we are here. 
In the Dl8lJIOrandUIII to the President, it included 
an extension of Social Securit, contributions 
and benefits. You sq nothing in this statement 
about wages. Isn't that the way to say it, as 
another one of the anti- inflationary measures? 

I would like to say it. 

I have a paragraph which I would like to read and 
see if it is O.K. with you. It can be fitted 
in in the earlt part of the statement. 

"As another means of w1 thdraww purchasing 
power, manr people concerned wi£h the rise in 
incomes have suggested that wages be frozen. 
Our wage bill in the first six months of this 
year was forty- one and a half billion, or four­
teen per cent liOre than for the corresponding 
period last year. I believe that we can prevent 
this increase from having inflationarr consequences 
by a substantial increase at once in the Social 
Securit, contributions and benefits. This would 
serve the double purpose of drawing off a very 
large amount of excess purchaeing power and 
providing a source of increased purchas~ 
power in the years of readjustment that will 
follow the war. • 

O' Connell : That assumes that the increase in wages 1a in­
flationary. 
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No. 

No, it doesn' t . 

Well, read what you said. 
1111/e can prevent this from having inflationary 
consequences. " 

, -· 

O' Connell: But you have got to take some of it aw~ from 
them in order to prevent it. 

H.:.:. Jr : 

White : 

H.M.Jr : 

7.hite : 

Kuhn: 

'.',hite : 

li .M.Jr: 

O'Connell: 

Let's put it this way, Joe. Let me s~ something 
about the increase in Social Secu.rity, you see. 
I woul d let Altmeyer take a look at that sentence, 
but I think it is a good thing to throw in. 

V~ don't we duplicate what was sai d in the 
President' s statement on Social Security? 

That is what I thought you were going to do. 
I don't know why you hav• l eft it out. 

I didn't know it was left out. 

Yes, there was a whole list of things that ad­
vocated greater powers for OPACS and so on, 
some of which are in this bill, and one of the 
things on that list was the extension of Social 
Security. 

I didn't know it was l eft out. 

Well , just repeat what we had in the statement 
for the President. You don' t have to bother 
showing that to anybo~. 

~~ . Secretary, Leon mentioned just in passing 
in answer to a ~eneral question yest erday that 
he thought cons1deration ought to be gi ven t o 
an increase in Social Security taxes, but he 
didn't dwell on it. lle just said that. 
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Well, that kind of thing I could repeat. 

Sure, that is right . 

Now, Herbert, please, &JI1 suggestions? AD:f 
crltioie:ma? 

No, I think not. 

Something ;rou want to go over with the bo;ra 
afterward on? 

I think there 111&1 be points I would like to go 
over. 

Will ;rou do that, please? 

Yes. 

Ferdie, Herbert will go over some things with 
;rou. Dan? 

No, I think they have met your wishes very well. 

Can you.r people check the figures as to inc<De 
and all of that? 

Only as to the Budget end. 

But you do --

They look right to me, without checking them 
again. 

Ed? 

I think it is all right. 

How does i t look on TWenty-third street? 

Pretty eood. 
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Joe'Z 

There is one thing I would like to suggest, ~nd 
that is on about page ten of the statement - I 
have an old copy, and I am not quite sure of 
the exact page , but after referring it to the -
attacking ~he problem by attempting to reduce 
the expendable consumers' income, we say that 
there is an additional method that attacks the 
{>roblem in an opposite direction, which I take 
1t to mean the expansion of production, but you 
don't say that . You go immediatelf - the state­
ment goes immediatelf from reduction of consumers ' 
income and then a reference to the opposite 
direction and immediately to the accumulation of 
agricultural surpluses. And I wondered if the 
transition wouldn' t be smoother if we talked 
about the necessity for the expansion of produc­
tion in all lines and then used the agricult ural 
surpluses and the agricultural situation to 
demonstrate one particular way in which that 
general problem may best be approached, 

Joe , you ought to spend the rest of the day 
with the boys on this thing. I wish you would, 
please. 

Sure, 

You can get e leave of absence from Mr. Foley 
for the rest of the day. 

Granted. (Laughter) 

Ur. Secretary, you said that you didn't like 
the first part, 

Well - -

There is one paragraph you didn' t like that I 
think can be cut out, that one about --
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I just wondered , Ferdie, whetherJou are not 
saying too much - I guess it is a right . 

It goes kind of sl ow on pages three and four. 

On page three do you want to talk about a ten 
pound bag of !lour at that place? 

No, I think not, because we can take that out -
that is what you wanted to say later. 

Later, yes. 

Yes. 

Something of that characterL and I thinlc that 
can come out there and mereq say - you can 
either delete the whole paragraph or say, "By 
1918 prices were doubled, " or something. 

The other thing is, I like this three hor semen 
business. Couldn' t you bring that right up 
to the beginning soaewhere, so they know what -

I t fit s in right where that --

You have got to have something at the end, 
a flourish at the end. 

!low, lal.l.ea Elliott, can 1!iss Ware stay behind? 

Yes. 

Can we have here as long as necessary today? 

Yes, indeed. 

That is fine. And then when -could I show this 
to you again? Would it be asking too much it 
you came back at el even tomorrow? 

Not at all. I will be delighted to. 

... - .. 
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Would that be asldng too 1111oh? 

Not at all. I will be glad to do tt. 

There are two or three sentences here on produc­
t ion that were in the old draft that we t hink were 
awfullr important , but ldse Ware can talk that 
over with you. 

Now, just one minute, George . I want you to put 
yourself and somebody else on it, to go all 
through this thi.ng where you think there could 
be a good chart. You will have t oo JDIUlY, but 
I can eliminate them. I can look at those this 
aft ernoon with you. I thought lfi ss Elliott was 
going to give us some pictures of a market bas­
ket or something. 

We have the material here. 

If you could give it to George and then if 
George - when would you be ready, George, this 
afternoon, to submit charts? Three thirty? 

Such charts as we have now available. 

At least describe them. 

Any time you say. 

\'lell, Harry, if you and George and 0' Connell 
and Ferdie could come back at three thirty and 
George will - 14iss Ware could be here too. Yau 
could give me a sample of the charts. 

You don ' t want a new draft at three thirty? 

No. 

We can have another draf t , 

I don' t want a new draft , but I would like to be 
able to say, "I like this chert and I don' t like 
this one, and I need another one. • In other words, 
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to illustrate . We need the kind of charta, 
~ss Elliott, you would like to see in the state­
mont - I mean, it I just have description of 
one . I think we ought to have a chart of thia 
at this place. And Haas wUl say, •I think we 
have to have a chart of thia kind, " and I can 

fo over this at three thirty because he will have 
o have the people work all night to get the 

thing out. 

When do you t estit,y, Wr. Secretary? 

Thuuday morning, but in order to make theae 
big charts and have the thing mimeographed, 
it takes a lot of time. I will do charts at 
three thirty. I a.m nel" 10' lllllch obliged. 
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I aa glad 'hat :rou ha•e aeked •e ~ teetif7 to4&7, 

beoauee ;rou and l are taoed with 1eriou1 deoieion• ot polio:r, 

• tf'1 etrioUI deoid<ont, if We aft to a.aid brine1ng the 

oalaa1t7 of 1ntlat1on upon the ._.rioan people. 

1111 word 1 1ntlat1on1 11 ool4 and lltel .. a. But tho thing 

H duorlbel 11 treaoheroua and oruel. We ha•e been talkln& 

abo11t inflation tor a long t1M a• if 1t were a threat re80te 

rroa our daU:r u.... I~ 11 a d1etant threat no longer. We 

art taoed with the urgent , praot1oal neoe1a1t7 of graPPling 

wHh 1t now. 

It we are tl81d--we in the beout1•e departMnte and :rou 

1n tha llalla ot Oongre .. --the oon .. quenoe 8&7 haunt ua and our 

oh1l4rtn tor :reara. But 1! we are oourageoua, wa oe beat 

thle thing. It we keep alwa:r• in alnd tha beat intere1ta 

D-& 
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ot our oountr:r aa a whole, and forget about apec1al intereate, 

,,. can prevent inflation fro• faatening ita grip upon u1 • 

That is the choioe that confront• us. The outcome 

depende upon the aler tneee and courage and aental toughneaa 

ot eur:r one of us here toda:r. 

I welco.e the bill before you becauae, deapite one 

eer1oue ehortco•i ng which I shall a ention l ater, I believe it 

is a atep forward. I believe t he bill provides another 

1moortant weapon to use in the tight againet inflation. 

We cannot wait an:r longer to add t hat weapon to our 

araenal. The time lett ue 1n which to act ie abort . 

Ire are at the saae point in price hiator:r as 1D 1916 --

on the edge ot infl ation. 

Memories a.re eo abort that I suppose •an:r ot us have 

forgotten what happened the laet tiae intlation etruok ue 

25 yeara Ago. In 1916, the coat ot living began to r i ae 

sharply, but there were tew who aaw ita eignificance and 

nothi ng waa done about it. 

It waa not untU .\prU 1917 that the tirat real &lara 

wae eounded against inflation. It was not un;il 

• 
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• 
the7 o! tbe ciqeno ot 1Dtlation that iA .Jue 1917 COIIIl'llu ~ 

b&b o! the Federll Beaene s,.n.. 

By 1918 prioe iaoreaaea were ill tll1l awillc• Ill 19201 a pao:ud ot 

oap.r coot 26 c.nte, a 4- eaa coet 92 oe~~ta, a t.aza..paw>c1 b., ot \ 

Jblr coot 88 cute, a pao:ud ot bQtter ooet 76 oente , and a pao:ud ot 

Tbo pattern ot pr1C41 riaea ill the put t.o ;,.ara io fri#ltaDill& ill 

l orld 'far llo. 1. 

TbaD &I -, theno- a Uttle r1.ae ill the ooot ot Unac. 1!le 

•ao • atillcre a tar r1.ae ill tile price ot bu:ie -'!tialo 
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Si nce the beginnlng ot the preeent war, the wholeaale 

If' 
prieet have riaen about 1'- percent- - the greater part tak.ing • 

I place during the paet tive monthe. 

I True t o the ueual patt ern, the coat ot living d1d not 

riee till l ater. During the paat year, hoorner , 1t hae in-

4 +1-u-. 
creased '6. percent-- hal1' ot 1t 1n the pas t ._. months. • 

During t he past 12 monthe the average price ot 28 , 37 
basi c eolll!l1od1tiea haa increased itC. percent , deepite the tact 

that the pr i ces ot many basic raw materials have been kept 

oartly in check through the ettort s or the orr1ce or Price 

Aclrdn1et ra t1on and Civilian Supply. 

It i a the r i se 1n the pr1oea or baeio coaaod1t1ea that 

ecnatitutee our danger signal today . They riae t1ret, 

general ~oleaale prices always l ag behind, while the cost 

ot l ivi ng doee not show anythi ng l ike the ful l ettecta or 

inflation until long a1'ter the aeedl ot inflation have 
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11oreon r , the toroee now 1n ell11wnoe -.kine tor fUrther 

• 

(1) Our deteue expenditure• are 1norea~1ng rap1dl.T. '!'he 

Blldget utlaatn ~ten•• •pending during the thoal ;rear 1941! 

•111 be 115 b1111on, or no and a halt t1•• •• Eoh a1 1n the 

u 1oal rear 19~1 . !:Yen tt111 1norea1ed e1t1111at e doe1 not 1nolude 

lddltione to the ~tenH Prograa aa4e after June 1, and greater 

lUll needed t or Lend-Lea•• . 

(2) llore 1IIJ)Ortan·t ae an 1ntlat1onar7 toroe 1e the taot . . 

that the OovernMnt 11 borrowing tro• bankl a&oh ot the .oner 

1t 11 epending. When the OoYern•nt borrowe fro• banke 1t 11 

tor the .oet part oreat1ng new purobae1nc power. It 1e add1ng 

to the to tal etre .. ot .one:r ~pend on sood.l. !be net det1o1 t 

tor the t11oal :rear 19112, ae ntiuwd b;r the D1reotor of 

tbe Budge&, 11111 be 112. 11 b1ll1on1, oo!ipared '111 ttl 15.1 

b1ll1one tor the preY1oul t11oal ;rear. It the preeent tax b111 

11 PAllid b7 Oongrel8 10 that 1 t w111 ;r11ld I J-1/2 b1lllon, the 

det1o1t •111 be J'lduoed b;r 12-1/2 b11Uou , but 1t w111 1t1ll 
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be onr $10 blll1on. Again thia eetlaated det'io1t do .. not 

take account or the expane1on or the Daten .. Progru attar 

June 1, 1941. 

(3) Supplementing the 1n1'lat1onary toroe o1' the Federal 

4et1o1t haa been t he expane1on of bank credit b7 1ncreaeed 

1oane t o bue1ne... Banlt loane expended bJ apprcx~tel7 

$3 b1111cne, or about 20 percent duri ng the paat t welTe 

months. And, aa in the case or t~n other t'ot•oea making ror 

1ntlation, the expansion or bank loane haa been proceeding 

at a qul cltenlng pace. 

(4) Preaeing upward on pr1cee ia t he tact that more and 

aore planta are reaching aaaxllllua oapaoitJ and more and more 

short agee i n baeio mater1a1 e tor oiTilian uee a r e appearing. 

Prl cee or i~porta are dailJ rising due to reducing shipping 

apace, higher shi pping coete, and d1eappearanoe or normal 

t oralgn eouroee or supply. 

(5 ) Flna11J , we haTe 1noreaei ng agricul tural incoae, and 

rat t er paJ enTelcpee and aan1 more or thea. 

~>-o 
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n 11 not eae7 tor ue to nnal1ae ~N ~•• tore .. w111 

10 the forld far and all •• ban to do to ••• what u ahead ot ue 

u to loolr. into tbe puree of the anrap fa.all7 ot thoee u ... - -

~0 ••• 1t, not 1n tenae ot paroentape and 1ndexee , but 1n teraa 

ot U1e pr1ou ot •nrT da7 neede of f ood, olotb1Jig aD4 aheltar. 

Tbt 110ae7 the bou .. w1te ~d tor one loaf ot bread 1n 191~. 

bought onl7 a half a loaf 1n 1920. !he 110ne7 abe paid tor a 

pound ot baoon 1n 1914, bougbt onl7 a half a pound 1n 1920. !he 

110ney that ehe paid tor a 7ard ot ootton oloth 1n 1914, • •• onl7 

eaougb to bu:r one-third of a 7&rd 1n 1920. 

'!'he taa1l;r wUb no 1noreaae 1n 1noo .. t ound 1te pw'Obadng 

power out 1n halt. It f ound that fo od, tuel, ehel ter and oloth1nc 

that ooet t l . OO 1n April, 1915, bad r1een to t l.OS 1n Apr1l, l916. 

B:r 1920, atter tour 7eare of rh1ng pr1o .. , tbe ooet of the .. 

gooda and ltrT1o .. had r1aen to f2.0J. In .Ailguet l94o th1e .... 

foOd, fUel, abe l tar and olotb1ng ooet t l . 37· !he ooet ot theee 

SOOde and een1o .. laae alread;r r1een to t l . 42 durin g the paet 

:rear. But 1t pr1oae oont1nue to r1ee 1n tbe .... pattern ae 

411r1ng 1916 to 1920, the .. cood• and Hrrtoee w1ll eoon ooet t2.67. 

• 

• 
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!t the aue rate ot inoreaee takea plaoa 1n the United Stat .. 

1n the next two yeara as during the laat war, a baaket ot 

grocer1ee wh1oh now coat tl.OO will ooat tl . 75. That ia where 

the inflat i onar y toroea ot today will lead us unless we take 

poaltiTe atepe to preTent it. 

The rise in prices ie not conf i ned to toodstutte e nd 

clothing. I baTe before me the actual tlgurea on the coat ot 

constructing a standard eix-room f r ame houae i n one ot our 

typical oitles. This home that could haTe been buil t a year 

ago tor S6,ooo now coats $7,140 to build. Here we haTe 

an 1noreaae in prices ot nearly 20 neroent and it i t goes 

along the 1916 pattern, we are only at the beginning ot the 

a tory. 

There 1e howeTer one great dltterenoe between condition• 

today and 1916. We at l east know that is going on. We are 

aware ot the dangers that lie ahea~ ot us. We now know or 

ou.ght t o know that the t1me to do soa~ething about inn at ion 

1a before it oooure not attar it baa gathered aoaentua. We 

ahould p rofit by our greater knoWledge and take prompt and 

etteotiTe aotlon now. 
D-6 
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Our eoono111 todaJ' re .. ablea an OTer-loaded ateu boiler. 

Tbt tire under the boiler 1a being fed b;r bill1ona of a44i­

t1onal purobaling power in tha handa of the publ1o. '!'be fire 

1.1.0 

u growing better and 1a generating aore ateu than the boiler 

oan eatel:r hold. If •e are to prennt the boiler fro• burning, 

we 111.11t daap down the f1ree b:r withdrawing ao .. purohadng 

power , and we mat alao atrengthen the boiler by 1noreadng 

the auppl1ea of goode aTailable to t he oonauaer. 

It ie true that aoae 1aportant atepa are being taken to 

withdraw purohaeing power that ooapetee with defenee goode. 

Congreu haa no• before it a huge tax bill dee tined to r&11t 

troa $3 - $3-1/2 billion in a4d1 Uonal reTenue. The Treaeur:r 

in He borrowing prograa ia atteapt1ng to obtain aa large a 

porti on of ita funda aa poaaible fro• ourrent oonauaer inooae. 

To do th1a it haa ini t1ated a progra• of aell1ng detenae eaTing• 

bonde and atupe to people of 1110dera te and low inooae, an.d 

hu alao eabarll:ed upon the aale of a nee for• of note ot- the 'fax 

• 

• 
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Ant1oipa t1on Note - - Wb1ch wlll operate to reduce the lag 

bet•oen the time or accrual and the t1ae or paJment or 1nooae 

tax, thus inoreaain.J the erreotiYeneu or that tax as a meano 

ot curtailing o.1rrent purchasing power !or consumers goode, 

These measures to restrain price r1aee, though they 

ban unques t ionably been help!ul , are inadequate to meet the 

altuat1on oonrront1ng ua. All or them attack the problem by 

attempting to reduce eXpendable ooneumer incomes. Fortunately, 

however, there is available an additional method that attaoka 

the pr obl em !rom the opposite direction. Because or our 

aooumul at1ona or agricultural eurplueea we are in a position 

t o pr ovide increased quantities or almoat all agricultural 

goode and t hereby both eur tall prices and increase the 

standard or lite. 

Indeed, my suggestion that the granary doors should now 

be opened agrees with our eetabl1ahed agricultural policy 

the ever normal granary. Raving been accumulated 1n tillle or 

IUrplue, the etocke should be distributed in t1ae or shortage, 

• 
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ro do eo ia t he natural coaplement ot our previous polioy and 

the necessary preparation t or reacoumulation when and it 

eurplusee aga i n develop. 

Now i a the time to empty our shelves, both tor preaent 

ad•antaga, and ao that it necessary we can later till them 

agaln. The concept ot the ever normAl granary calla tor a 

noor t c be built under falling tara pri caa and, i t aeema t o 

me, tor a ceiling to be built over rising tarm prices. 

And thAt brings me, gentlemen, to what I consider the 

.ajor det ec t ot the bill now betore you. It l s a detect 

Whloh I consi der ao great that lt will undermine the 

etteotlveneu ot the bill unleae 1t 18 repaired. Thla 18 the 

tallure ot the bill to pr ovide t or etteoti ve control ot tara 

pr1oea. And without a oheok upon tarm prices , it ia uaele&a 

to look t or a check upon inflation. 

The problem ot tara price• ia close to my heart, not only 

becauae I have a tara ot ay own, but alao becauae I waa th e 

t1rat Governor ot the newly organi&ed Para Credit Adalnietration 

D.6 
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1n 1933· 1f1th aemor1ee or thoae da71 in ar aind, it 

eee~• to me that too aanr people are now looking at tara 

pr ioea purely rna a short-run point or view without anr 

apparent r egard tor the inevitable atter-erreote or 

inflat i on. Have t hey forgotten the e.xperienoe or 1920 

and 1921 when tara prices dropped more than 50 percent 

w1tbin t welve montha? Have the people back on the tarma 

forgo tten the whole heartbreaking period trom 1921 to 1933 

when American taraere !ought tor reliet with no reaultf 

Surely mill ions or our taraera can remember the bottom 

ot tbe pit 1n 1933, when the7 organised 1 hol1da71 aoveaente 

to pr otect their tarae rroa toreoloeure. 

D-6 
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...-,.r tile dq wben M'ftDt;p-fi.n f&rMra with ebotpaa nood 

011 tbe atepe of m Il.liD<>ia Court BouM. Tbe7 o-to ~ offi.oe 

to tell • tbe7 were ebout to be to.rDed out of their ~~ 

.mo waa beiDI tllreateDecl with foreel.O&Olre althoqb be bad 

2S ,ooo bu.ebelo of oarn in bia bini. It -. ~ job then to 

wraokA~• wbich bad ita or1cina in tile p:1oe ~ of the laat 

World War. ht it waa bard tor • then ...S it baa been bard for 

tbe • •n<etraticm as-~ to put lblpt.7 Dwlpt.7 tcget.her 

l&aill• Aile! it baa been bard to per....ede the pn-t-<1111 

deeCIDd111te of lllllpty Dwlpt.7 DOt to 10 cliJibiDI1lJ> that well 

of h1lb pricee Alain. 

114 
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I wam to aee a bealtl\1 develo~nt of ft.l'll proaperit,-, 

and with that objective I helped to 1n1Uate our agricultural 

program and have continued to aupport it. Holding taat to 

that objectin, I - eominced that ,. muat not ignore t.be 

danger eignala ahead. 

!lOW what are tooee cl.mger eignala aa tbq appl;r to crar 

tar•? 'nla moet aerioua ot tbea ia a rapid riM in pricea which 

11 baataned to a large extent by tbe art1t1cial witbbolcl.iDg of 

ruge auppliea trom the IDU'kat. It 1a haatened alec, to acae 

extent, by tbe cont.i=auce of UDrea&onabl,y high tariff retia that 

kaap !o1'9igll auppliaa trCD our Iller... Iat 1t ,. wra 1Dt.elligent 

in~~~ to prevent turtber prlca rteae, ,. should be IMici.Dg 

everr attuapt to bring in auppliea lr<1a other oountriea, partic­

ular:Q' thoae auppliea in 'IIIIich lhortagaa ara alraidT operating. 

We ebould not beeitate to cut taritt rate• 11barever 

115 
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..,oh rate• o~raw to lr.eep prio .. u4aq hiP, or the £004• 

undul:r eo.roe. Abon all, •• ehoul4 be llllkina tull an of thon 

1
upplln that ere a'fa1ub1e he•1n the Un1W4 Stat ... 

I t u eheer to1q troa the faraer' 1 point of new, to be 

puehing pr1oea up b7 oreat1ng eoaro1 Uee 1n Uaee l1lr.e tbeee. 

u u t olq, 'beoauee 1 t will en4 1n the - heartbrealr. 11114 a1aer:r 

Ulat .... 1n 1921 an4 uete4 for twe1'fe lone :reare. 

I hope the farMr will no where all th1e 1e bea41nc; I 

know the houeew1te 4oee. ror ehe 1e f"l1nc the etteote alrea4J, 

ner:r t1ae ehe goee to the aarlr.et to bv.7 too4 for her teailJ. · 

I wonder 1f the houeew1fe lr.Dowe, when ehe pa:re 20 ~r oent 

eore than ehe 414 a :rear ago for a baS ot flour, tbet our nppq 

ot wheat 1e the larpet on record, an4 tbet ~,000,000 buehe1e 

ot two :reare• orope are etore4 in Oana4a 11114 ooul4 be 

1aported eae1l;r. I wonder 1t ehe lr.Dowe, when abe pa:re 15 ~r 

• 
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0111; _,re tor a pound ot eupr thall a rear ago, that theN are 

buge Qlltouohe4 re .. l"Yee ot eup.r 1n Ola'lla. I WOD4er it me 

uon, when ehe para 25 per oeDt eore tor bvUer, 'hat we hawe 

117 

tor;J ldll1on 110re poUDdl ot butter 1n etorap Ulan a 71ar aco. 

'' ban 1n our own oountl')' larp reeel"Ye etooka ot tara pro4uota 

ot all kinde wh1oh ehould be releue4 tor eoneuiiPUoD ae rap1dlf 

at 11 neoeual')' to preweDt UDreaeonable pr1oe rieee. 

The Oowern .. nt, tor e~le, now hol4e eewen a1llion balee 

ot ootton. OottoD pr1oea hf•• rieen troa 9t oenh a pound OD 

Augu1t 1, 1939, to ower lli oeDte a poUD4 at the preeent tiae. 

Yet the Benate hae paul4 a . bill indet1ni telf prohib1 Ung all 

tale• ot Oo'l'ernaeDt-hel4 etooke ot oottoD. We oupt Dot to 

•1thbol4 11.1rplueee troa the aarket in thie Mllller. · lD t1 .. e 

like the11, the houaew1te oupt DOt to be 11841 to paJ tribute 

to profiteer• and epeoulatore wheD ehl bvfl a ootton drlae tor 

• 
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11onU! or a llh1rt ~or bar •+'IIIII er a .S.t ~or bar ab114. 

Jllll1.,.,. ot OQl' peopla at.U.l F w1 u.o.at ~ ldllt1 'boltter 

and .... 'llh1oh attr1t1oo aparto b .... tOIIIId - ••&rJ to lood 

hoaltb and aoocl .orlla. Tba atteot ot soocl toed en D&t1oD&I. 

dtfOIUII bao l>Mn otated. ao wll ill ~ Aus~aet. s.- ot Yortana 

• 'lb1a 1a a war ill wbi.cb e_.,- -, -, eel child 

... t be llart, pbp1call,y tou&t>, •t.roas 1n abaracter. Pl.onea, 

batUHbi:pa, natural rt~acnroee , industrial plata • ., Uttle 

without bualn fiU..aa to aatcb- ~Iii baalth, p&J'tld up to 

1t.o bi&beat potential bJ the r1cbt tooele Cour8£e eel tbe cool 

..,rlla - all b1n&e cn tooclJ DOt en juat eat.ins -ab, bat 

OD ·~ -all ot the beat lU.-si"'inll tooele. Tbe laa1a 

have eftn ~natratecl that ~t cd wrcns d1at can be uaed 

aa a double-edged wapaD, both to .... ta1n the w1ll. to rlctorJ 

of their o.l people llld to paral)'M the will ot tbe c.....,.nc~. 

liner bao it been ao clear tb&t toocl 1a power. • 

us 

• 
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one would 1.Jaa8ine that e"rery effort would be made to 

put more dairY produota on the market; yet we are withholding 

the largest reaarvas and the largest produotion ot mi lk, 

butt er, eggs and oheeae 1n our history. We oould eaa1ly 

expand our produotion ot dairy produota tor our own use, 

and yet l aa"ra uple aaounta t o be aent o"reraeaa. 

The Treasury receives weeltly reports of food shipments 

to England, and I can assure you tbat theae shipmente are not 

tne cause of any shortage ot dairy produots or any rise in 

prloea. The pr1oes ot these produota need not rise at all 

it we use our surpluses tor supplying our own market ancl 

1! we beg~n expanding our food prooeasing planta. It requires 

only elementary foresight. It waa laok ot auoh torea1ght 

that brought us to our present shortage of plant capacity 

tor the lll&nutaoture of steel and alum1num. A e1m1lar ta1lure 

t o ao t in the field of food produota ls leading us to the aame 

out come, and to the same oond1t1ona of ahortage wb1oh ha"re 

operated 1n other fields. 

D-6 
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I mow tro• experience on aJ 01r11 tara 'll& t within wo 

month• we could inoreaee our eupply ot aillt by feeding eoae ot 

our huge eurplueee ot cora to the oowe. That 11 the praotioal 

'11.1 of getting aore aillt tor our people. I !mow 1hat we could 

u11 eoae of our nrplue graine ae teed t or ohicltene, and get a 

110re egge. Yet the price ot a etandarcl poult17 ration hae in­

oreued 6o per cent alnoe the war began. We could teed our 

aurplua grain to hoge and get more port at prioee which the 

.U.r1oan houaewife could pay. Yet the gonrnaent ie w1 ihhold-

1ng 200 al.ll1on buahela ot wheat and ,00 aillion buehele ot 

001'11. 

1'1111 hae been h1et or1oally a land ot aillt and honey. '!'here 

1a a till plenty ot aillt and honey, but too IIUOh of 1i 1a in the 

war&houtea. Let'• aalte it tlow. It we were to let it flow to 

• 
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the public we should not onl7 help in lteep1na prio .. atable, 

but we should be doing something e~•n more important; we 

should be helping to make our people healthier and happier. 

The Trsasur7 proposes to do e~erything in ita power to 

prevent inflation, through ita tax and borrowing policies. 

It propoaea to do this because on the one hand, it baa a 

reapona1bilit7 to the public, and en the other hand, ita own 

t1nanoi ng will be detinitelr more difficult it inflation 

develope. 

Aa the nation's largest purohaa~ the Government ie 

concerned with the problem in a ~•r7 direot wa7. We have 

a $50 billion defense program, the bulk ot which ia to be 

spent on purohaaee ot materials. It prices behave aa the7 did 

duri ng the World War, we will find that our defense program 

W111 ooet ue double without giving ua a aingla additional 

gun or plane tor that extra expenditure. It that happen•, 

not onl:r will we nave to double taxe~, but our ou•etanding 

debt, alreadf high, will reach dangeroua proportions. 

D-6 
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rurtberiiON, a• tho natloll' • larpo' o~~ploror we are aloo 

oonoerned. Apart troa t he arae4 toro .. , the goYoJ'IlMilt eaploro 

.ore tball one a1llloll people with a ~ll now l'lllllllllg a' tho 

rau ot $2-l/2 'billioa a roar. I. n'bo'-lltial rho ill tho ooet 

ot unng will ra1oo tor vo a• an oaploror a oho1oo ot ortlo: 

to peroi t the Nal llloo•• or ollJ' eaplor••• ~ 'be llllJvotlJ' 

reduoed, or to 1noroaoe otill tllrthor tho P&Troll that we met 

aeet. 

lloreonr, a1lllono ot pooplo who are now roopon411lg ~ 

our pleu t or oooporat1oll in tiD&IlOiDI oar 4eton .. ettort haTe 

the r1gbt ~ 4811&114 tha' we pron11' 1ntlaUon. 'fhooo people 

were &akod t O 1DYUt ill 4ofoDH O&Y1DIO 'bondo P&r'l7 U a 

aeane ot prnontilll 1ntlat1on. 'fhoJ' are olltl tlo4 ~ ::ttw 

aeeuranoe that thor will not now 'be outtororo troa intlatioll. 

• 
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1Dtlat1co 
For tbeee ~, w are cletel:'ldDed. to .ti€11t/11Mrnn it 

11141rtdu.alo llbat tbe PQI>l.ic 0&11 do in tbo t~t ICainat intlat.icD 

'-ediately u to ina18t QpaD tbe puaap ot tbi.a Bill Uld IIJlCID 

price a . They are "r<llli• llo IJ'OUP in a cca.aJ"""' ty prot1 te trc. 

earner ot a porticm ot b1a aamiDp. It u _.. deatrllctift ot 
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-"• 

111 tlle prwaent _....,.,. thaD t o euore ov.r people that the __,. 

tlle7 HrD 8Dd tbe __,. tMJ ellft rill rwtaiD ita tall •alM 

81•• our people that -me• 1e before tha 111tlat.ioDU7 pro .. • 

bu crtPI*i th- We baTe 1t 1n ov.r power, 1n tiWo :r-u- of cre•t 

decUiODa. to eo. couraeo for which tile ... n- people will 

tbiiDk u.t 1n :r-•• to oo•• 
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August 12, 1941 
3 :30 p.m. 

A -

RE PRICE COJITROL 

Present : 

u.t:. Jr: 

Viner : 

H.J,r. Jr: 

Viner: 

H.ll.Jr: 

Kuhn: 

H.J.'.Jr : 

Miss \'/are 
Mr. Viner 
!.!r. O'Connell 
Mr. Haas 
llr. White 
J.fr . Kuhn 
!b-s. Klotz 

Hello, how are your parents? 

They are fine , One is 85 mid the other is 83, 
I haven' t seen them for an interval of a year, 
and you notice aging, but t hey are pretty good, 

But comfortabl e? 

Yes. 

Before you begin on that, J.fr . Bledsoe, Who is 
the Assistant to the Secretary of Agriculture, 
sent me a lett er confirming what he said, 
He is just going on record. We are going to 
tr,y to take care of as man,y of the things that 
he complains about and still be in harmo!l1 
with your position. 

\'lho put this on rq desk? 

That is what the President said about farm 
products. 

"President Roosevelt urged the nation' s farmers 
today to produce abundant crops because food is 
a weapon against Hitler1mR just as much as is 
munitions. We need r eserves to meet emergencies 
which can as yet be only d~ forseen . • 
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fthi te: 

H.~ . Jr : 

White: 

H.L:.Jr: 

Viner: 

7.hite : 

H.L:. Jr: 

' .. hl te: 

126 

- 2 -

Vlell, that is a letter that Wickard wrote which • 
he signed, which I don't think helps much. 

We are trying to find t he letter but haven't 
been able to locate it yet. Here is Secretary 
Wickard' s speech. 

V1hat is that? I don't like this . Be (White) 
said after "with milk and honey" they should 
have eaten and filled themselves and waxed fat . 
(Laughter) • 

I don't like that . Now, this is the plea for 
parity, isn' t it, in Wickard's speech? I won ' t 
take up the time of you people reading this . 

I have that statement on farm parity fallacy 
from them, but two of my boys independently 
have made studies of the technical errors in 
the policy of farm parity. Independently, they 
both severely criticize it, and I em sure 
without reading an7 of these three that t hese 
two are a much better job, because I know 
this fellow isn ' t so good, and I know these 
other two fellows are. I haven't read those 
two others yet . 

Now, I ac glad you are here, Jake . 

Thank you. 

We have been rewriting a statement . We are not 
qui te through, but by tomorrow morning we will 
have a redrafted statement, or tonight, if you 
shake your head. 

No. What I do want is charts . 

Yes, but I uas just giving you a progress 
report. Vie don't have that ready now. 
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H.Jl.Jr: 

White: 

B.M.Jr: 

White: 

Haas : 

H.!S.Jr: 

Haas: 

H.l!. Jr : 

Heas: 

H.I.!. Jr: 

Haas: 

U !.Jr: 

Viner: 

H.ll. Jr : 

- 3 -

Charta? 

'nle redraft. 

I didn't expect it. 

!low, charts, I take it that Vies Ware and George 
have got something. 

I have got something and I have tallced to lfiss 
Ware, and I have talked about setting up those 
cost of living charta. 

Talk so eve17bod7 can hear ;rou. \/hat are the 
charts ;rou suggest, George? 

Well, I think ;rou can do better if you look at 
them. J.la.ey of them are small ones. 

Has anybod7 else seen them~ 

!lo, sir, not in this group. I went through the 
statement and each place indicated where a chart 
could be used. It is a quoction of whether it 
should be used, and that is another problea. 
There is a chart which ;you might make up and han 
on hand which shows the costa of livilig and 
also mentions that this was one of our first 
indicating signals and followed b;r this. 

I think it is good. I would use it, and these 
people can look at it . It can alwa;rs be lifted 
out. I think that is good. 

Would ;rou think in terms of putting that in your 
statement? 

Yes. We are thinking of illustrating this, Jake. 
I think that is all right. 

I wouldn' t use more than three or four . 

Well, that one certainl.T ought to go in. You 
are going to blow it up so the audience can see it? 

• 
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Yes, sir. They mar have some question about 
that, but here is the chart which shows some 
of the components. 

No. 

Now, here is one showing we are about in the same 
position as we were at a certain time during 
the Worl d War, and here i s the World War pic­
ture, and then the present we will put on top, 
followin~ it right around. That i s for all 
commodit1es . This is for food products. As 
food is going now faster. 

Good, but have it in different colors, Don' t 
have both --

That is right. We can use dlfferent colors on 
the wall chart but in the small edi tion it is 
going to be --

Can' t they use red in mimeographing? I think 
they can use one color. 

Klotz: !lot on the mimeograph. They can with that. 

Haas: 

H.!.!. Jr: 

Haas : 

ll.L!,Jr: 

Haas : 

H.ll. Jr: 

They can do a print job, but that is going to 
take too lo~. We would have to go up to the 
Printing Off1ce. 

Then I would take what you have here . 

There is a chart which sho~s it - you saw that 
this morning. You might have that up there 
even though you don't want to put it in the text . 

Couldn't you t ake that and lenve off industrial 
production? · 

Sure . 

Just so that the commodity thing sticks out. 

:. 'I 
' 
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H.ld.Jr: 

Haas: 

H.II.Jr: 

Hu.s: 

H.ll. Jr : 

Haas: 

H.J.:. Jr: 

Haas: 

H.!.!.Jr: 

Haas: 

B.li.Jr : 

O' Connell: 

Re.as : 

o• Connell : 

-5-

That is right. 

Mf suggestion is, because I like this so much, 
I would leave this off (referring to the bottom 
line of the chart). That one I ver,y much want. 

All right. 

Leaving off the industrial production. 

Would you want something like that? We might 
have it in reserve. It shows national Defense 
expenditures. 

No. 

Do you want 4n1thing on commercial loans? 

No. 

Bank deposits? 

No. 

Here is import of commodities and domestic 
commodities. 

He used that, I think, didn't he? 

I think so. 

He didn't have a big one. He had small ones. 

Well, I was going to suggest that when we leave 
here I ought to get the charts that Leon has 
introduced. He has introduced about thirty. 
I see one of them over there . · 

Haas : One of them he did use, because he got it from 
us. 

li.l!,Jr : I like that chart . 

129 

• 

Regraded Unclassified



r 

71hite: 

H.JUr: 

- 6 -

We have got two versions of that. One is import 
and domestic, and the other is the food and 
industrial. 

Mr. Secretary, I f ather that one of your objec­
tives iS tO send his statAment to a great m&n1 
places, in which case the mere fac t that you 
may be duplicating one or two or three charts 
oughtn't to be of decisiTe enough consideration 
to include them here. 

It is a good point. 

Haas: You see, llr . Secretarr, in your statement we 
could reproduce this in color. In a 11'811 chart 
we could have it very easilf. 

H.!.!. Jr: 

Haas: 

H.JI. Jr: 

H!las : 

H.li. Jr : 

Haas : 

H.!!. Jr: 

Haas: 

H.II. Jr : 

Haas: 

That is right. But I like that one. 

All right. 

llere is a chart. Vie can make a dlf l'erent one if 
you want a chart. It shows farm income and the 
purchasing power of farm income. 

No. 

Here is the St . Louis hou.se. 

Tla t I want defi.ni telf. 

I just experimented here. This shows the wheat 
supplf from the Department of Agriculture. 

No, I don' t need· that. 

These are some prices of specific commodities. 

No, I think you have got enough. 

All right. 
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MUte: 

H,li. Jr: 

\Illite: 

Jlaas : 

H.l!.Jr: 

l'lare: 

H.L!. Jr: 

Ware: 

H.~. Jr : 

H.ll. Jr: 

Ware : 

H.JJ. Jr : 

- 7 -

llave you decided on the four you are going to 
have in? 

George knows the four . 

So we can refer to them in the statement. 

All right. Then in addition to that, Mr. 
Secretary, there is ring to be a chart showing 
the loaf of bread cu in hal! and a slice of 
bacon cu't in hal! and that sort of thing. 

I em not familiar with t hat. 

What we were suggesting doing was takin£ the 
1914 and 1920 food dollars ana the clothing 
dollar in '14 and the clothing dollar in •20. 

I think that would be swell. You mean it 
shrinks? 

:131 

Yes. The question was whether to do it in 
three charts or two. Probably two would be clearer. 

liow, wait a minute. What happens in t he year 
after the war? I would do it in three. 

All right. !low, this one would do it for 1939 
to 1941. It is pretty riaky to forget. 

Well, I think you have got to. You don't have 
to put a year. You can just put an •x• year. 

1'/oul d you put a dollar sign there? 

I think it is pret ty risky. I wouldn't do that, 

There is a possibility of doing this for indi­
vidual items. that is, a dollar i n 1940 bought 
three and a half pounds of l ard and it will now 
b~ two and a quarter pounds of lard, and it 
bought three pounds of butter, and so forth . 

• 
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!:.c. Jr : 

:7n.re: 

I!.'~.Jr : 

!i. ::. Jr : 

H.!!. Jr : 

• hi te : 

H.!.'. Jr : 

Haas : 

H . :~. Jr : 

Viner : 

'finer : 

H.'.'. Jr: 
., 
~.are : 

H . :~. Jr : 

- 8 -

I would like that vei"j much. Don't let them 
argue you out of it. 

All right . 

Are they t reating you all right? 

Very nicely. 

All right . \Vhft t else, Har ry? 

That is all. You have decided on five charts 
md rre mll refer - -

tio , no, 1!iss Ware has got three or four I have 
okayed • 

Four, and several more 

'.'lhatever she has . 

Three of mine. 

All ri3ht, t hat is all. 

Now, wait a minute. How do you like rtr;1 statet~ent 
so far , Jake? 

I like it in general. I htne no serious cri ti­
cism. I would like to r10rk on it a little. 

1~ God, Jake, I never heard you so complimentary. 

·.·:ell, I will get over t hat . {Laughter) 

132 

How ;1ell do you kno11 Dr. Viner? Do you know hilll? 

llot very well. 

Well , he is 1vorth cultivating. 'ilhen Dr. Viner 

• 
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Viner: 

H.ll. Jr: 

Haas: 

H.U.Jr: 

'llhite: 

H.M.Jr: 

~lhite : 

H.li. Jr: 

\'Jhi te: 

H.l.!.Jr : 

Viner: 

- 9 -

says "I think it is pretty good, I don't think 
there is anytb1ng particular wrong with it, • that 
is like getting the highest decoration that you 
would get as - that you could get from an econo­
mist. Will you klndlf go over it with your 
usual eagle ere? 

Sure . I would like a chance at the charts 
before they are finall1 --

Well, I think that George ought to concentrate 
on those awfull1 hard. 

We haven't got much time . 

Let this group see them, but just go to work. 

Herbert Gaston has some serious reservations, 
but he will speak for himself. 

On what'l 

On the emphasis in this statement on agricultural 
prices, but I am sure he will speak for himself. 
In our attempt to go through it again we will 
try to, in so fa.r as we can, without violating 
your views, modifY it. 

I don' t want it modified. 

Well, we have put in a few things there that I 
don' t think you will object to, stressing the 
fact that though you arc talking onl'l about ag­
ricultural prices, the same thing goes for indus­
trial commodities that have risen out of line, 
and things of that sort . 

I don ' t want t o --

But you do want to make it clear that you haven't 
got any special bias against agricultural prices, 
that anr other prices behaving the same way you 
would say the &lUIIe thing about. 
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a.u.Jr : That is all right. 

Viner: I think that note is needed in the statement. 

H.~. Jr: 

i'lhite : 

Viner : 

:'Jhite : 

Viner: 

haas: 

7-hl te : 

Viner : 

H.l.: .Jr: 

And I don' t want to say that the rise so far is 
particularly bad, but it is the trend which is 
moving so fast, and the selfishness of the small 
handful of people who - I read this thing. I 
read this discussion of Ex- Governor Landon of 
- Lan~;er, that is it, and Cotton Ed SID.it h. 
They Lntroduced this resolution and they were 
voting on it and Senator Barlcley got up and said, 
"Now, wait a minute, gentlemen. I donlt think 
any of us know what we are voting on: and no­
body knew what they were voting on. 

'Sell, the best thing that can be said about 
Cotton Ed Smith is that he hasn't got too long 
to live. 

He has? 

No. 

Yes, he has. 

You can't judge b7 the age. 

Did you ever see his nose? 

Well, whether it is a month or a year, it is too 
long. (Laughter) 

No, I don ' t know what Gaston has in mind, 'Ibis 
may not be a very fair audience but I had at 
lunch today the representative of the Retail 
Trade of the United States in toto on our 
Defense Stamps . I tried it out on a few of them, 
prices and retail and chain stores and food 
stores. It is time somebody said something. 
The interesting thing is, you see, when I came 
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· .• hlte : 

H.t:.Jr: 

Viner: 

H.l!.Jr: 

:Jri te: 

Viner: 

n.:·. Jr: 

\,hite : 

Viner: 

H.ll.Jr : 
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out against freezing the seven million bales 
of cotton, then '!/ickard took courage and 
followed me, and if I sa{ this, then \',lckard 
will take courage and fo l ow me, too. I am 
not worried. What is Herbert worrying about? 
I will ask him. 

',7ell, I think that he feels, and I think prob­
ably the earlier draft certainly gave him some 
basis for it, that it seems like an all out 
attack on our agricultural policy and against 
the farm bloc . I think that is his view, but 
he hasn' t expressed it in detail to me, so I 
would rather he would speak for himself. 

1'/ell, I think what Viner says is true . If 
any other prices or group of prices - -

I want them to find at least one other commodity 
that isn't an agricultural commodity of which 
you can say the same thing, and I have suggested 
lumber, and apparently that works . 

Good, 

Of course there is nothing else the Government 
is withholding stocks of. 

No. 

But - walt a ninute, on the lumber thing, 
George and I went into that. The stocks of 
lumber exist too. 

Government stocks? 

That doesn't matter. 

No1 but the stocks exist . It is a question of 
the location, but the stocks that - we found 
stocks of lumber existed. We did all the 
original work. We gave all the figures , ~er'f­
thiiig, to Leon Henderson. He took evecything 
thd we had and went and addressed the Lumber 
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7ihite: 

luhn: 

H.loi.Jr: 

, 
'lnlite : 

H. !.l.Jr: 

Tiare : 

H.li.Jr: 

:Yare: 

H.~·. Jr: 

Ware: 

H.I.I.Jr : 

<c -· 
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Association based on what we gave him. That waa 
one of the real fights I had with Leon. He 
first said lumber wasn ' t too hiP.h1 but the stocks 
of lumber exist . I will give Wickard' s speech 
back to you to see if there is something in 
here that we can say, as the President says, 
and sort of make it - you know. 

We will find something. 

That is the President's letter to Wickard? 

Yes. We are quotin~ Fortune lLagazine and we can 
also quot e the Pres1dent. Now, as I understand 
it, I am going to get a pretty good draft tOIIIOr­
row morning at eleven. 

At eleven, yes, I think so . We will have that 
done definitely. 

Jake, if you could spend the rest of the d~ on 
this I woul d appreciate it . And you (Ware) 
are staying with ~ people? 

Yes. 

Are you going to work with Haas'l 

As lone as necessary. 

And you and ldss Elliott will be back again at 
eleven? 

Yes. 

Fine. Thank you all. 

• 
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Of71a Rlll EMEitCENCY MANACDIDIT 

DIVISION OF DEFENSE AID REPORTS 
• AlHII'IC1'0N, D. c. 

IIEIIOR!NDUW 

ro: Honorable Henry J . lok>rgenthau 
Secretary of the Treasury 

11t01I: Oscar S . Cox 

s1111JF£T: The Fr4• Fr4nch 

(1) Ill'. Rene Pleftn haa been 1n tolldl with u about direct 

lend-laaae aid to tba ~e ~nch. Thie could be accocapl1ahed by 

lend-leaeina defanH articles to French Equatorial Urica 11hich is 

clearly a country 'llhoH defense is vi tel to ttle defense or the United 

St ates . 

(2) Pleftn has also had conftreations with the State Depart­

,.nt. S.cauae ot his doubU'ul status, be has not been !onaal.ly receiftd 

there and has had to operate throusjl the Britiab. Lut week Ill'. Welles 

told the Britieh Ambassador that it was too aarl7 !or the ~e French to 

requisit ion lend-lease defe!UIG articles directly and that Ple.,.n should 

haw the Britiab requisition deten.ae articlee tor retranster to tbe Free 

French, Ploftn 1e acquiescing 1n this view and tbe Britiab are going to 

do the requiai tion1ng. 

()) This procedure fails to gift tba 1""'• French the morale 

support that direct land-lease aid would g1 ve them. Direct aid would 

• 

• 
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~~rencthen the Free French throughout the 110rl4 by liAldng it clear that 

the Uni~ecl S~atee waa supporting thu in their reeietance t o aggreseionJ 

it woulcl alao atrengthen the anti-Vichy forces within France ancl thus 

oalce i t more clitticult tor Vichy to }'ielcl to Deman clemancle for all-out 

collAbor ati on. 

(4) Pleven !eels that he cannot go contrary to llr. Welles• 

n ews ancl is, therefore, not going to tila lencl-leaae roquieitions . 

since ~bis will prevent the matter troa COiling clirectly to the attention 

o! the Preeiclent, I tho~t J<lU lligbt want to eoneicler other ways ot 

ob~ainill& a Presiclential clecision. 

cc: Llr . \Ta,.,e Coy 
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DIPDSI a.t.TIIGS S!All' 

lii'!AILDS J.DVISORT COIOCIT'l'D Ml!'liNG 

&oa.oro'ble Roll%')' ll.orcentban, Jr., Socrotarr of tho !roaailr7 
Lo¥11 v. Colo, lational AIIOCiation ot roo4 Chaine 
!Tr• !arlor, Jational A .. ociation of Retail Grocoro 
So'bort J . Yiloon, Jational Reataurant AuociatloD 
Pr&DkliD Moore, AMrican Botol .t.aoooi&tloD. 
JohD l!. 71tch, Inotituto of Diotri'butloD 
Louit lirot e1D, Aaericen Retail Pe4oratioD. 
l:IJor l!, H. 1 .... , lational Retail Dr7 Goo4o AuoclatloD 
Tho•• I. Ru!!, Jational .t.aoociatlon Ror4varo Deal oro 
J. Ku4aoD Ru!!or4, Rational Aooocia t ion Retail Purniture 
!olan4 JoDu, National A11ociatlon Retail Drucgiltl. 
r. w. Griffith•, ]fational AIIOCi&tioD ot OhaiD Dr~ Store• 
I, 0. Mauohl7, L1mit e4 Price Variet1 Store• Aoaoolation. 
Ro'bort V. LYODI, Special AA•ieor. 

m • •URT an4 DER!ISI SUI!!O§ SM 

Rarol4 I, Gra•oo, J.aoiltant to the Socrotarr 
!QctDI Y, Sloen, SXecuti•o Director 
S74Dt7 D. llah&Jl, Aooociato l u!or•tloa. Director 
1, 14war4 Pulto; Jr. , Chief, Retail Stor ti Dido1on, 
Ro'bort V, Sp&rl<a, Aeooclat• 11el4 Director 
YincaDt Callahan, Chiot, Ro41o &D4 Pro11 Section 
VJll'burn McCart r, J.aalotant Chief, Proto Section 
C'barloo G1lchr1ot, Atolotant Chief, Ro41o Section. 

-- --
0. J. Judklno, Chief, !ra4e Atoooiationo, Dept. of Co ... rce. 
A. A. 1 ... . Director, Pootal liel4 Act1•1tioo, Poat Office Dept. 
r, .t., Ironl14o, Cou!i4entiol Local A14o, Pcot.aotor General, 

Poet Offico Dept, 

• 
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SUGGESTED REUlRKS TO 

RETAILERS I iDVISORY COJ.!!.UTTKE 

I have been lookin" forward to this neeting veey much, 
~entlemen. Since June ~. when I was advised of the meeting 
1n Detroit, vrhere many of your representatives were present 
and hel ped us to work out t he test plan for Yich.igan, I have 
been f ollo11ing this acti vity with great interest. In Tll1 
weekly meetings with t he Defense Savings Staff, the first 
thing I have called r or was t he report on J.lichigan. 

151 

Tne fact that three great national retail associations, 
thirteen strong State associations, and Chambers of Commerce , 
threw their full support behind the Stamp sale in lllohigan 
is a remarkable record of cooperation. I do want you to 
know that we here at the Treasuey are veey appreciative of 
this 100 per cent support of the Defense Savings Progr~ 

In planning to extend this Stamp-selline activity to 
all other States, I feel you are malting a great o.nd pertl&nent 
contribution to our program. You are giving us access to 
that ~reat throng of traffic that crowds your stores every 
r;eek 1n the year. You are exposing Defense Savings Stamps 
to countless rople rtho othernise might not have o.n opportunity 
to buy them i · our distribution were confi ned to banks and 
post offices. 

I might mention r icht here that sales of st amps to 
nillions of people in Anerica will help accomplish the 
first objective of our Defense Savings Program--that 
objective beina t o int erest the greatest possible number 
of peol'le in o~ program and secure their active 
parti Clpation, 

Your presence at this meeting toda1 certainly indicates 
your interest in this program. I hesitated to call you down 
for this meeting because I am fully conscious of the problems 
you are facing these days in your O'llll business. I, v::;sonall.r' 
ver;r much appreciate the fact t hat you have te.ken t out• 
to give us the benefit o£ your advice and suggestions . I 
hope the program that has been laid out for your discussion 
ana action nill appear worthwhile and important enough t o 
have justified your trip. 

Regraded Unclassified



141 1207 

Sllbjo0\1 OGPJI'llll• lel- • npU.AC'• "'ffie lol.U4en•, 

the H.011orall:l.o 

IUr a 

Tllo searekJT ot IJ\ah1 .. ~-· 
't/1\a ntereaoo " \IM Depana••''' \o:WanPl• 

1utr~ae\1oa • o. 296J, or •ua•' J, ll •·•·, 1 ••• 

t he boaot M oeai'U'a \M _... .. , •• \ol..,.a •o·>'"• 

ot Aqu\ 1:1., 6 p.a., nau.• \118\ \be 'MMN7 u4 

obkiull ••P711"llll\ paralaaloa to:r \bo uo ot \118 

late aws:ron UpUAC'• ,._...,.. l ol.ell4on•, oo .ae 

-tr..av:r B.,... :rMlo ••••· 

.,._" an ... 1..-4 ooploo or .. uobOOI&• ot 
oorreep0114•••/ 

Regraded Unclassified



tNT ...... - - tliiH eUjM\ IOMU\Ua flit .at b) !I!IIF'O 

leUer of , ... , 1, 1~, M .. ..,.. A,P, '«oU ., .... , 

u d \llt fira'o n•17• .. , .. A~ U, eoe1'1r.1a& .-. 

t ao\ t.lla\ wro. a.wu.o, •· U•llAa'• ... ._ UA 

ow11•r or \lla eonri-"', llao epoo4 t.o \M 11.--.. •••s..a 
ot tile ,-. 

Bnoloe~OI 

ioopoet.flll..l.7 re••• 
:ror t.ll• Ar&MoiiMcrra 

Horoellel Y. lallaOOA1 

c-olor of ..-..,.. 

1, OOPJ o f lot.t.er \ o A, P, Wo\t. lo Soa, 
4Ue4 Al&f;Ut. 7 1 191f.1, 

2. copJ of let.t.er troa A. P. Wo\\ • soa, 
4a\e4 A~~&U\ u, 1911.1• 
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PalVATMi Atll) IJO&qiDi!lfrl.U.. 

DMr ulrou 

!lU ll refor uoo t.o t.llo t.oloplloau ooaYerMt.ioa \Ilia 

a orA1Ag beh .... OAo or \lie p&.nJlora of yoiU' t ira aD4 

ttr. Piallor ot \IliA llldauy, 1 ... olll4 lUte t.G -a 
oppUoaUoa OA bellali' of \lle Tr•••llrl' O.par.._.,, ot rq 

o o .. rnaoat tor pol'll1aa1GD t o oaao Mr. 11111,-aH U»llac' • 

poo:a *Tile l alaD4o'8" 011 • rad i o pr ocraa 1A tll.o Olli~ 

l aa 1Aatruo\o4 by a:, Oo•or-A\ \bat t.llo t ·re.avy 

DepartMAt 4oa1rea t o 1\aYo .wr, Alfred LIUI\ 1 or -

ot.llor ou\o\aa41a& oot.or, roo1\o tile pooa \lil a .oa\11 oa 

\ be "TroaallrJ BOQJ'" pr ocraao 1A ooaaoo\1oa w1\ll pro­

ao\l.q \be Mlo or ~r1ou DotoAH BoDda. ror roar 

1nt ot"MUoa, \lie prosraa 1A qoa .. uoa 1a '"'oa4Ma\ onry 

Wo4ou4ar •••Aloe, tNA 4 \o 9 p.a. Baeten s~ 

TiM, OA a uUoaw14e JaO<a•QJI of \lae Ool~il 8roUM0\-

1D& s,n_, .. ~ 1\ u 11a\ul4 \o " ' \be \ 11.11'11 l.Ar .... 

r adio auJl .. o• 1A \be 0A1t.a~ Gtat••• 

Tile laMNJ baa IIOOA oakl4 t o oabll • prcap\ replJ 

t o IIUIIla&\011, 

l alwall &ro&\11 Qprooil\e lleiA& Woraod wa.e\ber 

tho 4ea1rM OOPJZ'i&ll\ oiler•• •• .. , be &H"' .. • 
verr t.Nlr r oura, 

llaaen, 1 .. P. Wa\t A SoD, 
llan 1oaa BOlla•, 

10 norfolk S\roo\, 

Beno!wl v. Joii&A• 
OOQDaelor or lalla••r· 

w.c.a. 

15 4 

• 
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JallNIU'O ••• I ,. DN,., ••••• U07 ...... ~ u. 
1~• t~ lM ..... , 0\ I GR1N, aacl&M, 

A,F , WAft • 11011 

ll&e\U.. ·-· 

' 
10 "ortolk 8\reo\, 1\~, 

l.ollllOA, w,c,a. 

u . .... be1 v. lobauo, Joq., 
COOIIIII10 1' til MUuq 0 

! be .u.neu ..,~~oaq, 
1 , oroo•e&or Square , 
w.1. 

1/ear IU r, 

U\11 Aopa\ 191.1, 
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Coatlnlla& .:, •••s• of \ blo aor .aiaj por \llo 
\ol epbone, 1 oow wrl\o t o...aU, '- pa\ oa rooort \be\ 
1 ""' o.ll\bor18e4 bJ IU'o., .... 1'14p, Ill' . R&a4Jor4 IJ.pliJI&'D 
dalllb\er, \ o ocro• \ o JOIII' pi'OfO•l \ o ~oe4ooo\ 1BS 
l liLANDIII.I la \bo u. s.A. 1A \llol prop so \o wiUell roo 
r tftl'l'e4 1a JOV lo\\or \o u or \ be 7\11 of AII&U\o 

Touo ol.Merol.J, 

(:11--) A, ll , WAft 

• 
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• Sent to Yr. Forster ' s office at 9 :40 on 
August 12, 1941i by Secret Service man. 

0. Forster wil transmit it by wire to 
e President. 

r 

--

156 
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• 15'? 

lqut 11, lMl 

• 

WDI !0 !II PIIS'f!!'!! 

IIU'J •raeatula, I•· 
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1..,..t 11, lMl 
• 

IDE '10 !S P!ISJ!!!! 

.. Drf •raeatlwl, lr. 

' 
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1.59 

• 

IIIJ! to !II PIUP'" 

.. .., .... tha1a.. lro . 

' 
Regraded Unclassified



( WAa HINOTO N 

July 31 , 1941 

Dear Eleanor : 

\'/e are going to take care of 

J.:rs . Lclldoo as soon e.s 11e establish 

the Los tnreles head~uarters of the 

Defense Savings Staff, \~ch I hope 

l'lill be \1i thin t he next few weekll . 

Affectionately, 

llrs . ~·ranklin D. Roosevelt, 

The ';"/hi to House. 

' 
Regraded Unclassified



TREASURY DEPARTMENT 

WAaHIHCITOH 

l.uauat 12, 19U 

llemorandum tor 'l'iiB SECREUlii: 

The following report 1a made ot StiQP ealee 

&t •Treaaul')' House• : 

July 1- August 10 

Auguet ll 

Total 

CRAVES 

~29,12:>.65 

9()4 .90 

.130 ,02$ .55 

1.61. 

' 

• 

Regraded Unclassified



TREASURY DEPARTMENT 

INTOt OFF1ca COMWUNICAT10N 

Seeretarr Korgenthau 

Yr. Kuhn 

1.62-

O ATS August 12, 1941 

Kr. Callahan is anxioua to haTe someone who will get 

our publioitT into trade p&pera in a big W&:f • Be •t.T• that 

Kr. nn Wi ae-.n Jmowe the field and 11 well equipped tor 

this job. 

\ Regraded Unclassified



AUG 12 1941 

.,.111' • • .._,,, 
n ......... w ,-. .. ,1-.l.&MMI.a\l• 

ot x- .&pau \M ........ ot \M ~ DoJaft­
au\ tw no looa ot tu OWYlooo ot ,_ 11r. ,_ 
•• u...u, OU..'- ot .uuoou- ..a PuUo 
Aola\1-. 
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na - J1u to ..-uolao u. .. uOMl Dot­
aarlllp raocr• tuwp U.. vuo peu .. u- \lwo •'"" 
on \M 1hdto4 8\a\N \M JOl"MMl .-rtou ot •· 
YU 'IU- wU1 M ot iP'M\ nl ... \o Uo 

.,_ ..,... \ olao01'ol 1 MU- \M\ 
\UINP -ll oo.,udl• Ull MlJh].MN u .,_ 011 t, 
aaUoa lo ooa\1'1'1111\ha, \M •lu ot oort.co tw aot-
w1U llu a ...U'J' w ell AIIOrloau. 

llr. lfaltor B. BoDJMU 
hMftl.c-1 
latloaal £aooolot1oD ot 

Ianl'uooAcoa\8 
10 .. 140D L&Do 
I n York , •- York 

SlaoorolJ , • ., •• 

BNI'O\UT ot \M ftiWU)o 

• 
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AUG 12 1~1 

o.u Ill' ......... 

Pl.eaM •¥••• M tM .. U-.1-'-leU• 
., IaRniiN .-... .... , ..... ., .. ft ... , lleJU"-
... t• \llle 1Ma at t111e ...n- _, ,_ •· ~­
... u-, Dine'- ar ruu .. u- ... ruue 
lelaU-. 
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T- puc ' ehn•llJ' MU-• .... , 
\UoiiP _. ~- ... MllhlMN u ,_ •=Nz..t•­
au• Sa -.skts.., u. ~ at ...,..._ r. ..,_ 
.su ~.. • n.llt7 w all -.n-. 

81Menl7 '""• 

(118M4) 1, loraAUI&Oo ilo 

Ill'. 1111'=' L ....... 
OeMnl (lea •1 
.. u-.J. -'-Sa"• -llwlu•••• Ac••• eo ..Uu ~.Me 
... Ton1 ... TU'tt 

Regraded Unclassified
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Dur l(re. Cl~Oill 

I want 70u to lr:Jlmr how tlellptecl I aa to leiU'Il 
of JOur 1Jlhr11t W part1o1pat101l h the freUVJ'I 
Dtt•n•• Sad.JIC• Procraa. D1olt lealthl who h beN 
•1th 111 thh .-r u a 1'0l111lher, toia • a fn a.,. 
aco of the lll'b.taat1al puohue of Defeue Sa1'1ap 
Boncl• that 7ou uruc-a throllp h1a. 

!hh procraa 11 u hlportaat u uq the freuVJ 
hal tYtr Ulltlertaltell aaa the 111l10l1o1tea ·~port of our 
tr1enc1• 11 a creat llloourac .. llt to ~ 11l OYP effort• 
to tlnaaoe the 'bu1141JIC of the latlollal Def•n••· 

11th war.et recara., I aa 

SlAHNq, 

VPe. Wlllha Cllrl01l1 
2888 tooalaaa Drln, 
laehlActOil, D.C. 

' 

/../' 

1.65 

• 
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DNI' ... Gl.tlf'.al 

I-.\,_ w IE-.-. ~tet I • to~ 
of,...i.a\erM\-~111 tMirl , •• 
~ IMSIIp '"+- Ill* 1 2 '"• w 1e llln wU?a 
111 tale- ae a~ • .U • a tw _. • et 
~ .O.tut.S.al pea be• ot liar- lrrlnp ..... *' 
,.. lll'ftDIII4 tag c .. Ida. 

!b1e JII'O ..... 1e q S...11"Ma\ M lllf tM 'b IPS L$ ,.._ , ,,,, •*••11-'W...,....ot-
biade 1e a .,.., • a ' w • fa ..,. attel18 to n-.. ..,, .... et .. au-1 ~. 

··- n•a ... 1. . ..,, 

~--· ttm, "· a o"-'7 et • tru 1 

\ 

16? 

• 

Regraded Unclassified
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•• 

Roctu1alt1on or ~rog1ot.ratlon or 
()oiNidlan Holcl1np or u . s . Seourltloo and o t her In-'->ta 

In tho aprlng or lg41 t h o proapooto tor Canada ' • 

uoh&ns• poa1t1on wore W\tnourablo, It appeared that 1t lll.l')lt 

beoooe neoeual')' tor canada to roctu1o1t1on u.s. nour1 t1eo hold bJ 

1to o1U .. na and nll tho ooour1t1oa 1n order to obt&S.n u.s. dollara. 

1h11 would have been an OMrgenoy aot1on, pend1ng ""'" oubotantl.al 

arranao,..enta bJ Canada or t h .e 11n1 ted Statu, or both, to root1ty tba 

~cUan-,....noan oxabango podt1on. 

The oubJ eot waa a tud1od and d1oouaaod 1n liiU'Gb and 

April b7 oft1o1ala of t he OD1 tod Stat eo and C&nad1M Oo1Nl'Da1Dta, 

In ardor to be prepared tor an:r "'""tuaU ty, Canada -do tho 

• 

noooooory arranllementa , wbioh wore OQ"Wl otod l n NaJ, tor re-roglotal'­

lng Cana<Uan hold1n611 ot u . s . ooourl t l eo. Suoh aotlon 1o a nooeoll&l<'J1~ 

pHl1ndnary t o roqu1al tlon and aalo , Aotual r ... reglatrntlon W&a 

pootponecl , bowovor, oo aa to avol cl oroAt1ng All unoott l1ng lntluenoo 

at the tlJM of t h o Vlotol')' Loan O~SJI 1n JUno, 

In t he meant lao, a broad-Y1o1onod and OOJ'1PH~el vo 

plan tor o"rooal.ng tho oxahango d1ttloult1oo -• d1oou .. od l n 

u h1naton and approved bJ tho Preoldent and tha PriJoe lllnloter 1n 

the ltydo Park Doolarat1on ot AprU 20. It ooon baoano a pparont tbat 

the urang~ta t hero1n oontewpl&tod , lf put 1nto ott oot promptly, 

Would poetpono for a oonaldorablo porlod, oven pooalblJ t or tba 

dUrat ion ot t ho war, t ho nood tor clraatlo OMOrgonoy a ot1on wlth 

reapoct to Canada'• U. t; , aeour1t1ea. 

2, 'l'he preaent poa1t1cm 

Canada'• axolw.Dgo poalt1on 11 now 1n a nuob noro 

tuouroblo a«~d1t1on than wu oont-platod earUor 1n t ho JO&I'• 

O.!ilt al rooolpta ot u , s . dollaro whloh oould not bo torooaat 1n 

ocl.....,oo, and tho oooporatlon of AMrloan otrlolalo 1n flidng 

at f oot/ 
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• I • 

eiiiDI•• !Ill t1prea, tdlleb ...... -- eal.JMCllA deWl lA 

predOU _.,. ""'-'"N M \he Q\1\N 8\a.ha 'l'l'euiU"J', ue 

~·"" 1n aaoU• ' bel ... 

Oan&cl& 1a reactr u ul .S.lUns to taka an7 ao\ion 4~ 

•••••uJ'1 ol' a cldaablo lA U.o ll&b' or the bee\ itl\-\e o1 the 

~;Yo oountl'loa, '.l'lw O&DaclbD Oo-t ocmaldara, '-a...,., tba\ 

H 11 not noo .. •OJ'1 lA the nut au t o \wel.ft .mtba at leut, tor 

oana.sa t o r~u1&1tlon 1ta oltlaonal bold1DS& ot u. s , ao0\U'lt1oa and 

ou..r u.s. lnfta~ta .S.tb a dft to tOI'Oo4 aalo or OOU.l\llftll1KI<1CID, 

!'1>1 C)on&d.1.an Oo-\ 1a alao Cit tile op1n10D tb&t auob aoUe 1a 

••t Wlcloall'ablo hoa the 1~\- polAt Cit dft, Dl CID7 oaao, U 

h r au tba\ llhel'e ~cl 'be t'lall dlacaalcm ot IIIIo luuea f.A'f0lyo4 

batol'l clat1n1to aoUCID 1a cloa1do4 'QPOI\• 11\b • dft to aueb 

<ll.t ou .. lOD the oaao to:r NMDUOD ot aooul'it.l .. 1a a-...lao4 1D 

11ot!.on 4 and outUno4 lD .., .... clUaU 1n aaot1011a II t o 10 ot \h1.a 

-cru.. 

011'-\anoaa laft ao obaDpcl tbat 1\ cl- not appeal' 

to ba alUlal' n-a&OJ'f Ol' ct.a1JO&bla at tbe preaent tSIM to oaU tor 

tliAI N•Hglatl'&tlon Cit Oenacllan boldlnp Cit u.s . aocl'ltt... *"• 

too, it h cloalNd t o ouUlAo the reaacma to:r our n•a t o tbe 

3tOI'Ituy ot tbe -....,. ot t11a 'Ob1to4 s tat .. , ao tbet a ......,.. 

llllileret.an41Da ~ 'be reaohecl a.a to -t 1a the but •-• 1D t ba 

Pl'lltnt ~ ...... a. 

~ &all ror nob a r.-Ns htN\1.., too tu 1n a ct ... oo 

or an,7 - tor l'Oq1&1&1UC1n and a ala, w.-&14 bo ot lit tlo w.lua. 

011 tba ou.. buld, ao11 aoU.., woulcl \IDII.~tocll7 oN&to \he 

~Haaloo tla\ l'ellula1Uon &Del a.alo w&N t.aodll.,t, and w.-&14 'be 

tal<on •• an lD41•t10tl \11&\ awr •x-np paoobl• wa ••"' &lid 

Usont, AU the -•tUns attoou, wblob would ot OOU"H II&" to 

llo/ 
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)t aooopUd 1D .... et ~ ...... .s.-,., ~ be IUl\illlpaMd 1za 

,.sa• ot ""-• aD4 ~IPbapa 'bone - .... ....u,. lt. aa - ap~ 

,..11111o, •-'-1 ...,aldUGD Ul4 aalo oan be a'IOlcled, 

P, a'•• U.. bmettalal lntl.v.coe ot 'he ~ 

pUle A~-· CID PIMft1 opiDlCID Jli8" be DUl.Utle<lJ oenalJI17 

v.s. ooot141Doo lD OmadliUl oCIDd1U.GD& waald be abaltc. ~ ~·-• 

moclo,.to but balpt\11 tlow ot n• u . s . lnYM-t ln cuu.c1a wo'llld 

probebl7 ...... ftiAI Y&l.ua ot \1M Omadlan dollar ln tho t NO 

...,..,, would al.moat oert&1nl7 tall, and nuot .. to oonalcloftbl 7• 

5o:00 u. s . boldin9 ot OUiadlan 4Dll.&n ~d ·-an ooaU•'• 11114 

would be aol cl at a 4laooun' to pl'OapaoU n ••lll'l••• who wou.ld o,h..,... 

will bring v. s , dollan t o canada, 

Perbapa th!.a 1a t oo slO..,. a tonoaat, but U la olo&J' 

tlwN 1a a l'lak ot ~omdealftllllo ocrwoquono .. Whiab a~cl be a'1014e<l 

IJl tlle obaonoo ot an7 lll'gont noooul\7 tor lnourrlns t~ 

4, 61!el'7 ot .._,or oonaldaftltlcma roprcl1na tho I'!S1!1a1UCID 

ODcl aalo ot aocNrltloa. 

(a) Sllab aoU.., oollld onl7 ba an -rgmq _alll'l, 

-bllng ca-d& to_, lh .....S.'-lu wh1lo a., ... aubatez>Ual 

rOM(!,7 tor a abronlo &:IIONII'lgo 41t1o1t wu bolng eollgb.t and a.dop\14, 

Cea<llon bol4lnga ot u . s , aoCIIU'I. tloa ropnemt a total ftl,.. wld.oh 

would onl7 be allttl olont t o oowor our wartS..• uabanp 4at1alt 

with tba ~teet Stat•• tor about .,..., or olght .,..'he ( a J!14e 

Pule Aere-t ) , 

(b) A -.iaftlto but l'O&Oonabl7 8)•47 'tO~ ot ""l.mo'U7 

Uqu.\cletlan ot u . s . uaou bJ OlzleM ana baa all'l&d7 approolablJ cl .. 

•rwaaocl 'he total Y&l.uo ot our boldlnl!• and omtlna• ' • c1o ao, 

(o) on-. la DO pna .. t -s-•7• ~ J!14e Pa1'1c asro-• 
hae not,., ~dal}' •-• 0111•4&'• warts- uobanp clotlolt , 

'-t la7 PO .. l~ do 80 lD the OCIUI"'I ot tlMJ nttlal•t progiNOe 

baa t.lNa4J hoc .-41, ln ... , ·-·· , • .._ ... aa:r i.llllle<ll•'• 
-.gar/ 
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- . -
dai'Sil' ot a a on requ11'Sn& aala ot aaftl'i Uaa, 

(4) tlnlil<a tbll ~tad Kingclo•1 tlen•"a 1a a dabtor naUOD, 

baa'f11J1Ddebta4 to f-liP' oountrha, ••PM1al.l7 t iM Otd.tecl 

s tat ... lfa abaulcl on pneral prlnol plaa &deaWW' to ...s.ntaln a 

Hlll'YI of fOI'eiiP' Uaata, &ncl \hie h tbe .are DIOUI&J')' be ..... aa 

at t he tluotuatlna nature of t he Clanadian eoono~ an4 1ta hll!b 

4oS"• ot 'I'Ulnenb1l.1tJ to ohan&1na intamational oond1t1ona, 

(o) 1)\ll)(e tbe 'lll11ta4 !Ungda, c.n .... alaJ& baa an exo'hlnge 

dot1oi t with tile '0111ta4 Stat .. , ll1atol'ioall7 balancecl bJ the 

ex4honge eurplua with the atel'llnG area, '1'b1a n or.J. - t bocl ot 

uttlomont l101a b .. n cl10l'upted1 but fcl'tunatelJ ot!Ml' methode 

wore found, Thua ,,.thode are applicable t o a w&l'tima d tuat1on, 

J. n ... but equallJ Ill"'" a1 tuat1GD w1ll &l'iae attel' tiM w.r 1t tbll 

norut.l 101thocl ot aettl_,t cannot be l'eaUI!M<l. '!'he oouraa ot 

post - war ennta cannot now be pr eclicted , but at that ti ... tbe 

poaoeoaion of &1'1 amars enCJ Nlll'Va Of forelsn aaaata laJ be of 

thor ut .. at 1~rtanoa f ol' C&nacla both donaat1oallJ and i n ita 

t1nanc1al and trade Nlationa wi th t he '0111tecl s tatea . 

(t ) Rftn 1f ao- ldnd of enntual 0 Nturn to nol'lalaT" 1a 

pou1ble attar tbe war, t!MN will be an intel"'IICC1ate pel'iocl ot 

sreat a tl'Oaa and uncal'taintJo Poat1ar eoonot!!o probl- wUl be 

11ltt1cu1t enough f ol' c.n•da, d..aatioallJ and 1ntamat1onallJ, 

W1 t hout adcling t o t- bJ reco'fing tiM poten ti,al OUIIhlon proW14a4 

bJ our toreisn 1nwat.enta , lleU hal' Canacla nor tiM Ull1te4 Statoa 

WOUld wlah t o ••• anJ aoUon talc.., now whlah would a66N1'&h poet• 

""" preuu.rea for trade reatl'1ct1ona, exahanse clapNc1at1on, eto , 

(g) 'the raqu1alt1on1na of u.s. aeou.l'1t1 .. tol' aala or 

oollataNl would 1n..o1 ... political 41tt1ou.lt1N 1n oanacla, 1n the 

brc..d emaa of that teno, wi th una•ttllna effaot a whloh ougbt to 

be a•oidecl it poaaible, on ~ other ban4 1 auoh action cloea not 

aee"' to be raqu1l'a4 (1n oontraat wi th the oa .. ot t iM l)dtecl 

l inaQo•) bJ po1iUoal oonaiclerationa 1n the UD1ted Stataa. 

a. oan•d' en/ 

• 
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- . -
6, ~"'•g bqld4pp or V.I. atwtHw 

o.aac11en bDl4la81 of v.a. a-.tU• _, \o a'lloa 

ttea .uuan u ot -'1117 Slat, lNl, aoooi'IU.na to tba reool'da ot 

U1e l'oNlpl ~ .. OCIDUol Boazod. !hie ftlua.Uoa, Wbiab ltl 

'IIUecl Oft .a$8\ wl.UN U Of De-bel' Ill, 1~0, lNa oal .. a1DN 

,,., data, •• daool'1bed 1D 11-d\a P datac1 lllll'ob lll, 1~. 

Tbl.o oaplMl. ._- \ba I'Md1l.J' diapoaable pan ot 

ouacla'• lDftot.m\ lD tba la>l\e4 S\atao - ltl not .aoh fii'Mtal' 

tbon the aNIIIAl lnnot_,t lDOO!! Wbhh CUWSa pe;ra to tba tadto4 

suta• anl'f ,. ... ,., n 1o aboll\ eo,~ ot tba \oMl. uobaDso datlaU 

llh1ob canada would l».n wJ.th the la>ltac1 S\atea 1D tba "-' Waln 

o, Put UqutdaUC!\ of !?!Mdata u,s , doll!r uoeto 

.. , aalea and •turS.UN ot u.s . o-..tU• ._,.,\84 

t o ~0 1111Uon trc. the bagim111g ot the w.r t o Deo...,.r 31, lHO, 

Thio proouo oontlnuo4 dul'1Jla t he ae""' ,..,the andlDs JU17 :51, 

'lban raaliaatlona on v.s. aeoul'itl• .-untac1 t o $1• .UUcm. 

Ot~ lJ.qu1clat1ona of u,s , uoeta ...,.,tac1 t o about 

t2o llllllan liP to Deo...,. 111, 10.0, end • 1'\u'tbol' t u 111Ullon 1n 

tho put ·~ .mtba. 

Jh 111.0 Cllllada ftqllia1Uonac1 all Uqu14 raoarno ot 

u.s, dollara, - pt o-ro1al wol1dns 'bal.anoaa, - tllO ..ullon 

... uoo4 liP 1D tba pel'1oc1 trc. the bag1nn1na ot t b e w.r to 

Olo-.ao 31, lHO, U>cl a tunbor 0811 .UUoo 1n tba put .. ,_ 

.,nth8. 

rn addhian, tba ontlN $12'7 111ll1on 1D -cl raoelnd 

troa the la>ltac1 X1ll&4oa (all 1n tba period e ncU.ng ceo..,.,. 1INO) 

IU paicl to the la>ltac1 s \at ... 

'1, 'I'M .... , ''sbr" •1!¥tlp 

'" the e4 ot liNO, OU>acla'• reo.,.... of plc1 u4 v.a. 

dollaro ( -lllcliDs tao .UUon ot wol'l<1ns l».lenoeo balcl b7 

OOl'pantiooa) -tac1 t o $ 328 1111.111on. rn IIIIJ'Ob 1t •• uts.-to4 

tbot/ 

• 
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Uoal ,~.e reaenea would c1H11ne \o •ue IIUllcm b)' lbe a14 til 

l\ltl•• and .,w.d be o~etel7 eldwaatod 1n llooOIIbor, 

Dl tad, \be HOU"fta a\ \be anc1 ot Jlulo wwo $IN 

.uuon an4 1t ia aow tonout thq wUl ._t to t llll"7 111ll10D 

1.73 

1 t t he and ol' Sopt...,.r and $1011 111llion at tho end ot nooOIIIbor. • 

'I'll• aooWJij)t1one undarl~ng thla toreoaat are d1aouaao4 1n a 

10parata m...orOUidulll dated J\ll7 7 , 

It 1o true tbat $256 lld.lllon l'Opreeenta tho 'fU'7 

111n1...,. 11qu1d reaeneo wld.ab Oanada needo , in ..tn ot ita hoa"7 

dobtor poaltlon, ita nor..l detio1t w1 th tho tll\1tod s tat .. , and 

lta ut..- 'Nln01'0b111t7 to ohang .. 1n 1nternat1cmel ooano.lo 

o..,dluon.. It 1a bopod, bowe .... r, that the W.ts-te ottoo\ ot 

tM RJdO Park egre-t w1ll be t o brlng c.n&date art~ nobenl!ll 

poa1t1on "fia• .. • ..S.a tho Qlitod Statoa .., ... or leoa 1nto balonoe, 

and tlw.t poeelbl7 tho dra1n dUrlng ••7• tile nut tweln _the, 
rill bl made good dul"S.ng tho following twelve mantha. 

on tho baa1o ot tho s-od1ate poa1t1on, therefore, 

and proapeota tor the t"uture eo tar •• tho7 ClOUI be aean, it io not 

naou aar:r to take 1mmod1ate oove"""ont aotion with reopoot to 

u.s. aaourltha. 'l'bo canad1a.n ucm.nae poa1t1cm will, ot cour .. , 

oontl.nue to be d.1aouaae4 at fi'oqUent intel'ftla w1 th the Seoretar:r 

ot t ba Troa.aur7 and hie ott1o1ala, 

e. C&nada ta poa1ticm ••• debtor natlon, 

tll111lce tbe tbited K1ngdoool 1 Canada 1o heav1l:r indebted 

to Private invoatora in other oountl'lea. Poroi"' oapital 1nveated 

1n C&nada 1a t to 6 timu a.a ~eat aa canadian oapital 1nvoatod 

&broad, ~ tore1gn 1nnat-.t 1n canada 1o tp"eater than tho 

tadal'al goft~t•a national dabt, ~tar •••n tlw\ on• :rear•• 

national 1nOOM ot tho canadien people, CAnada 1a not onl7 a 

"-btor naUac, it ia a ature dabtor nation, that ia, ita pariod 

ot large eapital 1Jiq>orta 1a o .... r, and it 1a DOW both aar..to1na 

u.; 
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1u do'bt and IM!r1"8 eap1tal ~~ta ab1'0114 u lh Clebta t'alJ. 

~·· 
The lallted Statea lnfto'-t l .n Clarulda, .. u-•ecl 1a 

10:!'7 at about 6 bllllan clo11an, 1a alone gnater than the dlreG\ 

not debt or the 'PollllnlOD Oo.....,_,t, and h trc. 6 t o 10 ''--• u 

!ll'eat u tho canadian ln"feat--.t in t be un1 ted Stat .. , depending 

on tl\6 value aadgned to Oanadlan-ownecl l'allwa:r eubeldlaftea 1n 

t bl lm.itod States, Canadian lntereat pa,_nta t o tho 1Jrlited 

s tateo repreeent 26:' ot alJ. bond 1ntar .. t ~d by canadian 

tovommonta and oorporatlone, 1Jrlited Stat .. ln"f .. tora reodft 

oyer 60-' ot alJ. dl"fldt.nde paid by Ct.nadlan oorporatlana (exaludlna 

lntor-oorporata d1 "flciorlele 1n can•d•). 

'l'ba Canadl.an lnTeot!Mnt a~ reproeenta a a!all. 

ot t11t to t ilt. torelgn lnveetm.tt 1n Ot.nacl&, but 1t 1• 1:10re 

i mportant aa an ol-nt 1n tha under1Jin8 uCIIU'lt)' or tbat 

1nvnat!!llnt, Al.ons with Canaele'• t'ore1!!J'I trade and dor:ooet1o 

and tho oharaotar ot 1ta peopla, 

'l.'b1a eaneral pr1no1plt. ot tba relat1ont.h1p ot canada'• 

t oreiD'I 1nv01tmente t o 1ta tore1f!1\ dabt oftn hu opoo1t1o 

oppl1oat1on 1n 1ndlv1&1&1 ~tr1 .. and oorporatlona, llan)' 

co_,uee 1n oanaele with Amer1G&n abo.r6bolelera own bualna .. •• 1n 

tbe tln1tod s tataa , or bave u , s , Maur1t1ea 1n t halr pOrU'olio, 

Oon"ftrool)', Ct.nadlana bold eaaur1t1oa ot u . s . o_..taa wb1ob own 

oubo1diar1 .. 1n Ot.naele or lnftat 1n canadian eaau.r1t1oa, Por a 

Ot.nad.l.an to be a abareboldar 1n tba canadian auto1110bUo 1ndu.otl')', 

tor ·~le, 1t 1a noooaa&l')' tor b1a to bu1 u.~ . aeour1t1ea , 1,e,, 

t he ahllrea ot tho parant oo~•• 1n tho united Stat .. (uoept 

t hat •'ord ot Canada hu a domutlo ahare 1aaua oarl')'lng no voting 

r1ghta ) . 

The diarupt1on ot tb1a relat1ont.h1p, ohan61na tba 

al tuauon tram 1nter-dapend8noo to unUataral depen<Sanoa, not to 

1•7 l\lbaol'"f1enoo, 11 not ao,..t blns to be U~tl)' antared u,poo, 1t 

t bore 1a any J'Maonabla alternat1ft. 

It/ 

• 
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It abou1d ba noted &leo that the Mla ot v.a, aaOU'lu .. 

..,s 11>,..-u bJ om•.ta 1IONl4 not only 1noreua OU!adala !!!1 

.s.!llor poaltlOft (1••• 1t 1a DO !letter, 1n the locg rw>, thaD the 

1nllllolrln8 ot t'urther deb' to the ll>ltad Stat .. bJ Oenada ) 'but 

lt(llllcl t end to t urn tba nat debt 1nt o groea d ebt, -vtns tiM • 

tutor which , 1! ne o .. aary, .S.ght aena u on orr .. t , or baGkl.oa , 

or ,. rgin. It would be abdlar to apancllng any a a1nk1ng t1m4 

1notoad ot hol cllng 1t •• aeOIU'l ty, however 1nc11raot17, tor the 

grou dellt . 

'l'o - in\ain not 0Dl7 .... n tlal ~u bat alao 

pa7"""tl on the ton1111 deb t hu alnacl7 l'eQid.Hd aul>atanUal 

aaar1t1oee on tba part ot t he canadian people 1n otba' ua .. ot 

tord;pl exohang a, 1'\u'tbar propo .. d raatl'lot1ona (with reepaot 

to l.>lj)orte ) were dropp ed u baing clearl7 UDaooeptable t o the 

OUted s tat .. Oovenuunt , It ot her 1Mtho~ ot ... e t1ng canada'• 

dat1ol t w1 t b t h e 11ll1tod Stataa ooulcl n ot be found and Ganada 'a 

holcl1np ot u,s , uOIU'lUM lad t o be llqu1datacl , wh1oh would onl7 

tllllj)Ol'U'll7 relieve the a1 tuat1on, the prou ura t h oreatter might 

rucl1l7 develop tOWIU'da the apparen tl7 "eu7" .,.t hocl ot blocok1ng 

1ntorea t and d1vldand pa"'*'ta t o non- raald enta, '1'1>1 attact llpol\ 

canada•• 1nternat1onal atancllng would be cllautroua, It would 

t oll int o t he • ..,e clue aa certain EIU'opaan and Lat in AJMrloan 

COWitriaa , ana auoh a ate p, onoe taken, w1ll not b e !br gottan 

oven 1t pa,.....,ta a n l ater raiiWIMd. 

'l'bb arg~D~~>t ... ,. appeal -.aoh l eaa t o the Ul11tec1 s tat .. -

ot her than t he 1nveatora dlreotlJ' oonoerne<l - than t o canada. In 

O\U' view, 1 t would d&Jaa• tonvar, 1! not <l .. tro7, our axl.ating 

OllCI whol l y j uat1t1ed poalt1oc 1n tba ayH ot AIMJ'1oan 1nd1vldual.a 

end OOI'pOft.\lona u a p ratal'l'ed t lald t or invaat_..t and onterpl'laa 

111\h aanran .. ot ta1r trea-t and raaaooa'ble r ftal"CCa , It would 

111Jv. tiM tlltun ot Qenad• and pVbapa deat.ro)' -.aoh ot the ft1u 

af tiM Pftl•t 11oS o 11\--t in Oen&dao 

• 
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g, 1\ooncmio nat1onal1- attor the -r, 

cane.,. wu bull.t u.pon ..atUahreJ. 1ntomat10Dal u...s., 

!M .. aont1a1 toaturea ot ita poo1t1cc han boon tha OI'Mtion ot 

a 1vplWI ot atorllns ti'OIII axporta, and a dat1o1t ot 11. s , &>llan 

to pa;r tor iJ:q>orta I tlw t no oanvoraion ot aterling into dollara 

10rvod to balanoo tho oxobango, 'rile war not onl'1 6J'Mtl'1 

inoroaud both tho aUI'plua ot aterl1ng and t he dat1o1t of dollara, 

but doati'O'JOd tho oonvol't1b1llt'1 ot t.ho ono int o tho other, 

until vooembor l9.a tlw '0111h d Kingdom Covel'I'\Mrlt to ..... extent 

par~omad the t'lmotion ot a t'No uolw.neo arltot tor Can ad•, b;r 

prorld1ng gold (about ~ ot canada '• dat1o1 t w1 t b tbo '0111 ted 

s t atoo up to tbo.t t1ma) in aetu .. ont ot part ( tl~) or the '0111ted 

l.in.;don dotioit w1 th Qan&da, 'i'bia pi'Ooau ooa .. d in Doo-r 

booau oo tho united Kin1;'don n.oodod ita r«atnins ro .. rvoa to ••t 

its own COIIII:Il.tmonta in t ho 1Jn1ted Stat .. and ita ourront raceipta 

ot SOld Wtd 11, 1) , dollara have a1ao been uaod , aince llOOOillbor, tor 

tl .. t purpose, 

Canada vaa tl:l.la foroed t o at t8JIII)t to balance ita 

acoounta bi latereJ.l'1, and tho ooop.....,tion ot tho 11n1 ted Statea 

u t>rpNued in the ll:rd• Pari< agrer.Mnt and in other W&'J8 1a 

tl'Clendoual'1 approoiated, He1tlwr cOUDti"J, howenr , d .. il'oa to 

aoo a oontinuanoo of bUatoral trade , axonanso rutr1ot1ona and 

doproo1at1on , Oovo=-nt oonti'Ol of ooo;~Mroe, tho t roeaing ot 

toroisn 1nvoot,_,t , and otbor toatur<>a of a Reioh oconOI:IJ, 

ocnt1nuod an<l a&,;ra•.rah d atter t ho war, In tlw oaao of canada 

b1lntorol1am, 1.f nocoaalli"J, would mean not only t ha continuation 

ot axcbange oonti'Ol but the ..,at droati o raduotion in oxp«~d1turoa 

in t he 11n1ted s tatoa, resulting in 41aNvt1CI'I or trade, or 

1ntorrolat1on ot induat17, oven of aoo1al and t...U'1 U ea. 

Poaa1 bl'1 during or attor tlw war tho '0111 ted r.tngdom 

J)Oaltion wU.l onoe .,ro be auoh that the can&41 ... Anglo-J.I:lerioan 

b'!.an&le 1n 1ntomat1ona1 trade and f1D&IIoe oan be r-eatabllahad, 

lo OD.e roepona1ble tor nat1ona1 pollo'1 can aot aa 1t tha.t 

&aa\II'Ipt10D/ 

• 
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a•JUIIIPt1on woro a ool'ta1nt'JJ at tho b .. t, baton ~eto reatorau.., 

o! the noi'IO&l o1tuat1cn, t bc-e wUJ. be a peno4 or ..-c!Juat.ct 

att•r the wu, ~ wh1oh thu'o I!IUt bo 110 .. boal.WU'k •pln•t a 

ruurgenoo ot ooonoad.o rat1anaJ.1- and tbll IN1ld1ng up ot new 

voato4 1nt1r1ataJ agal.nat domanda tor ext.._ -euroo ot o\U"''eno)' 

6oproo1At1on and other nootl'UIIIII, In tho oan or canada, the ke,... 

1 tona 1n tho prooooa or re-ad,luatmant in 1ntornat1onal ooonoa!.o 

,.ttara 11111 be ber u . s . dollar poa1t1on. Liquid rooeM'u s)', 

dup1 to otrorh to praYent 1t, havo t o be uaod up be1'oro the 

.. ar 1e o ... r . '!'be laat -..gin ot oatotJ lloo 1n our bol~ ot 

u.s. eoouritho and 1nvoata.lta. U the)' GaD bo rata1D8d, t.baro 

will be an opportun1t,' tor olaot1o1tJ and sraclual ad,luo-.t enn 

to untn ourablo oondl. tiona, 

10, 'l'ho poll tioo.l probl., 

AI ld.ght bo elq)eotod trotll the torae;oins oona1<1erat1ona , 

1t t l,.y have tho validity wh!.oh wo attaob to t h• , t horo 11 a 

pol1t1oal probl• 1nvalYoc1 1n tho quoot1on oJ' aal .. or U, !l , 

111111r1t1lo and o ther 1nvao-nta bJ canada, both a dootot1o 

in Canada .,..c1 1n t h o Ulll.ta<l s tat .. and a probloa att eotinu tbll 

l.ntornatlonal relatione ot the two oountr1 ... 

/t.nJtb1ng wh1ob dloturbo the publlo or &nJ oubltant1al 

PG1'\\1cn or 1n&.otl"J or t1nanoo 1n canada 1o to be avoided 1t at 

Ill poaa1blo 1n dew or the oom;>el.l J.ng n ood r or un1n.ec1 oonoentra­

t1on on tbe proaeout1on ot tho war. Tho n.nano1al a1 tuat1on 1n 

Canada , with thl o,..ma.1o upon voluntary rather than rorooc1 

borrowing by tbe oonrnment t o meet t1nano1al raqu1ramenta aix 

tilooo ao great ao 1n an)' p•oot"- Jlar, d o panda upon a f oalllll!; or 

•ont1denoo and ooour1 t'J on till part or t hou t o whoa an a pp•l ..,.t 

b• aado, m.t would bo rop.rded ao oaamt1allJ ocntboatol"J 

• otlon, at pr1aoo wh1ob thoao at1'ootec1 would raf>&l'd aa un&lly low 

b4oauao ot praoent oandl. Uana 1n !low York ooourlt,' ..rkota, 11U1llc1 

Qllclo\&btedlJ haft W10ottl1ns err ooto and brood roaent:aent againat 

tl»/ 

• 
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$be toJ.l\U'e to t1nd • .,.. otbotr bithod ot M e\lnc ~ •""•p 
probl-. Sla1bl'l7 OotneMen bua1blaaea with bol~ ot v.s. 
aell\lrl.tlea, wb:l.ob tbe7 rep.rd under preaent oond1 u..,. aa a 

yal~~&ble noat egs, would be d1aturbed and the1r -.agera 

cl1etraoted trom tMS.r prlaJ'7-dut7, 1n tha national v1w, ot 

oocelerat1n& war production , 

on the otbar hand, there do .. not appear to canadian 

•1•• t o be the aame pol1t1oal requ1,.,ent i n the l.bl.ted s tatea to 

divoat canade or 1ta u . s . 1n ... atmenta •• th .... mlsht be with 

relation t o the u . s . 1nveat,..,ta ot: t h e ~ted Kingdo,.. 

• 

Oli\Ad111JU h&n aln7' t:elt that there exlata 1n the 1ln1ted s tatea • 

aa well aa 1n canada a kem oenae ot the 111ttuallt7 ot 1nt.ereata 

ot our two oountri .. , Tba people or the 1ln1ted Stat .. , ww thiDI<, 

would not opj)oao a oourae ot aotion with reference to canada 

quite d1rtorent 1'r01:1 t.l111t wh1oh m16)\t U lll'l neooeoa1"7 1n dealing 

with a a1no1lar problem between t h-elvee ancl tho Un1 ted K1nntloa, 

It 1a alao evident that tha needo or t he Un1 tell 

Kl.ngclor~, eJCI)reaoad 1n ......,. bl.lliona ot: clollara, were tar greater 

t.ban tboae or cana<la, ~ pro'f111on ot ~ reaobing upwarda 

fro.., 7 billion dol.l.ar8 1a a treooncloua undertaking nen tor the 

tlnl.ted Statoe, !)MUng with a a1tuat1on wh1ob 1n'IIOlwa a t:w 

lulc!rocl lllll1on dollars a 7'ar, noat 11' not all ot wh1oh raJ 

ul tl.rlatel;r be -t uncler the ll)'de Parle •sre-nt , 1e 1n a dltt:erent 

o.tego17 and rv.:r well be auaoept1bla ot: d1tterent troat.nent. 

Th .... 1a 1n both oountr1ee , we t:eel aure, o strong 

dootre to 111111nta1n tbalr unparalleled h1eto17 ot oeet1ng lllUtual 

Pl'Obl- IJ1 r.I04aurea wh1 ob strengthen t he bondo between them 

l'llther than aovorlng tb..,, 

.. . - .c..l 

' 
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TK GRAY 

Chllq!k1ng via N, R, 

Dattd August 12, 1941 

Rtc'd 5 :40p . m. 

Scorctary of State 

Washington 

343, August 121 7 p .m . 

PROioi FOX FOR SECRETARY OF THE TREASURY • 

Pltasc notify Fcdrral (*) that whcn its sEal Ed 

lEt t Er of .. ay 24th to mE was-opened on Ausust 9th 

in prtetnoE of a l l mtmbtrs of Stabilization Board of 

China last paragraph of pagr two rcod, "PlEasE .• 1!".-~···l •· -....: 

acknowledgE rEceipt of this lttt cr and of the en­

closed stalEd packagE by (f) and rEturning to us 

t hE cncloscd copy of this lEtter" . No copy of 

lttttr was cncloscd. I hsvt had dupl1cat c ms.dc, 

om signing end rcturning thet via cir m&il. If 

this is not satisfcctory wirt mE othtr instructions. 

GAUSS 

EMB 

(*) Apparent omi ssion, 

• 
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.. ttoa ,., JNTI& .... 

.,... ...... t ....... - ....... tllat .......... 

Cld.MM 0._.. T ..... t tl ....... Mtte• IIT,...tloa 

,.. 01 .... u .... Meft ............ ---~ lt 

u-anu• •• ,_. ,.. •· .r.a .-.. Gat -.- • 
• 

.. al• ........... at au. ... - ... tftl .... 
att• '·'- a.UaN at U "le • ..,. .. • 1•d NW ~ 

........ la ,.._ ••t till ..... t tl_.t M Mlat..-tlo 

Ia 0 

...... .,. .. u .. ...Utl1U hP --... 

,..,. ... aft at.-.11 uttll'llt at Oil u ...... ..... 

wlU ,_,. te eebltll. IM .. ._..." ' U .... , .. lJl ..._ 

w ... t till 1Ulatmtt et 01 &alalltNUoa - aa1 • 

......... U.tll .. la ........... 

-· hal ll at 

"117 _.., .. u .. ., " .tilt bJ t he pl'liMlp-'- n .. 11111let'" 

It Pl ..... u1 Geatral •.a ott111ab w1 Ul 01 111ar4 ,.. 

.......... ,. .... at Ill' ... t hl t • ..s.. It ll ........ 
'hat ._ 1IUl. I'Wial tGMtbill Oil ......... Mttl'll., ..... ... 
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.. , I will Wl ...... tiM ...,..._, la r11 _. w .U 

•"•r• 
Pel a.a4 aal will ce '• llo .. -. .. u aeoa aa .. 

or..,UaaUoa et Ule ...,. la ...,lne& lA ..... aat 
tbe , .. ,ua up' -. ftUtft& ..a la ..._ aat a • •• 

ot ua eeaJ"''• p~~e'lll .. up' 'lie ann•e& " liT Uaaa. 

I wUl ...ala 1a • .., .. aal .. WU1. I. P. a. WU. 

Ball-Pat&a ... faller .,. la 'b·s•s• • 

I' " ~' vna IJ 

• '· 

...., .. 

l':V II SJ 

• 
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pAJUJLru.a or t'SI.StaAM UCIUYU 

niOI'I Aaedaaa .. ___,, a .,_, .. , Gblaa, 'lia l,a. 

DA'UO I ...... 11, le41, 11 a.a, 

110.a au 

, , H , 9 r L x a o , r , 0 , , r , 4 L. 

fa FOU.OVI U IS FOR 'IU 11:01\UUY or 'I'HI TII&UtaX noM 

fU .IIUh\17 of r 111a11 .. b.aa ft41'&UW tlaa\ U.. h ._, 

Dep:.n raen\ f\l.ftllll &he Clew.._., of Clh1aa vt 1lll a lht e1 

the Ch1aoao aau oaah QQ an lopeoUon 1a &he U, l , top111lo? 

v1tl: U..1r ao41\&1'1Uoa aat ot.har ho141qa, In l'llaN to 111lio 

ra~~e••• ~ ~14 liko for ~ TPeaeurr to t~lh aa 

oo-pll\0 a\aUaUoo ao poo&1,lo. I late._. &hea Ula\ &oWla • 

oo~l4 a ot be r.-.luM, wt u &heT b.aft l'eClllllh&, tbla 

~uuoa 11 .. .._ "" to 7011 f or a 4"h1oa, 

t ha 1Uaht17 et Fla .......... a.ab lllow U .. 1111 ft<l'li&1 

•lleh tla4a, I el\11 tut Wa o .. lt ao\ be uu, U &a., 

llallora••Mlq Ul&t &heM qauUoaa an aloo llel&& \akA ., 

llall-.l>at* 11 1.a ( t) t or a rn la.J •• fM ...... 11 

\ aiUag a\opa at 011101 to oari'J \hra~ Ule "'a1&1W 

pro .. 4aro for Ua ett1o1al ,....,. .. u ... ntlda a few..-., 

ll~da 1a oJqtMU4 to rot1lftl w Gh,.,_, ac. 

!U Aao:rhaa aauo are .-.11as 1atonaat1oa *lob uaq 

llaft Hoo19M oa aafNo&l&C• Kownr , tMJ .. 111 •- • 

_, roM1rtac 1uU..t1oaa fNII th&1r ~ ett1"o 11b1* aM 

-.tlleu... WOIIll 11: -. ,..&1\h tor &he eo ( t) to • 

_IUo ... 
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~ .. , .. a lUU. lieU... tlt.1e -u ~ .. ..u ... 

tile .-111111 .. la ......... 1a ....... . 

"' .......... , ................. .,.. .... .. 
as.a M (t) nPi ... Ia ,utlelll .. 1 1M •-' M lie 

u'areatel la DnUI aU Oat • .,,_,,._ (t) (t), ... 

b .. wu ..n ... at tM ,._.. Wlb.la '" •-•MIT la..,... 

w "'-'11* -. etaldlhaUoa ......... (t) p...-l ... (t). 

ftle ., ............. "' -· ...... Oat ...... .. 

Cla.l•H Ge••._.-' t]lpee• .. Nee1ft lletter .. .,.,.. ... 

,_ .. lrltllla ....................... ftefi ... Ia 

••-•oa 'llltk ,_..a.. Dr, lillie a11ae1 .,_, ...... lie 

nqwetM • ue ,.... .a. • .... , tiM _.., alpt lie ._,el'tel 

... al• tMt .. 1a.1111t et Glt.taa •• tM ._,ftl llaak lie N4 ... ,, .. ~ 

w ettu (t) (t) at UtU. aMft tiM • ·••" ratee at 

Sat~~Nar la ..... O d .. auut alpt M llele..,..._ 

Ia a ............ u • ...uu ... ~- .. )rft .. ,.,. .. . 

aN .... 1 &17 llt flMU at ~- U..o TIM liMN 'lllll ., 

, ..... ~lelt. .............. la ......... 1a ........ -· 

a. .-s.ahtraUoa a~&t!Uri.Uae (t) all& aa esstnp llYlel• 

la • .,.. r-.. 
4e M tJu ple.ae ,.,. ............ t ,.lo Jllo, K-. h Mt 

fti'J' I ul .. Ufto A Ylelt -, Ule Mlale'-r et fte.- ... 

o.,hal leak ettltlale wltk -. .. ..,. ,.. _.., • ._. tlnawM 

at ur ra1u *• .. n1... n h • ., .. , .. (t) ..._, ._ 

WUl ,...,.al -~ ea e:Mae1• ... ,~ (t) (t) el. I ... 

nnllaw We later aeplrel" ,.u ... .,.111., ... •• an.& 

.. (t) ... .... (t) ... 
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(t, ... a.l.al ............ - .... 

t.ll ,, .... fit tt f 1 Ill I $1.... I 1111 s '• 

la • ... ....... wU1 le .......... ~ 1 111 ....... 

fatl• .... la 0 ...... . 

• 

10 lfi • l1~A 
lfCHl!lt;l'r , J VOIJ. 

II t 

tl~ I ~ne 1\1 b~l IS ill 
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Secretar y of State, 

Washington. 

304, August 12, 4 p. m. 

FOR TREASURY FROM FRESE. 

GRAY 

Hong Kong vi a N, R, 

Dated 4uguat 12, 1941 

Reo 'd. 10:40 a . m., 13th. 

'Advise by cable olarifi cati on on following points 

r efers to free~ing orders , licenses, et ce t era. 

(1) Our cabled copy general license No. 61 reads 

in part : 1 any such transaction might be useful by 

any such office of any such bank pursuant to the . 

order or any person not Within any blocked country 

is also hereby authori~ed , et cetera. ' This apparently 

precludes the licensed Chinese banks from engaging in 

transacti ons under paragraph (one) t or account of any 

and all persona livi ng within China including citi~ena 

ot unblocked oouP.try except i n eo tar as such t rans­

actions may otherwise be licensed by paragraph ( two) 

and by other general licenses. Please verify. 

Following questions r elate to deposita of blocked 
• 

nat ionals in terms of United Stat es currency wi th 

generally licensed Chinese banks in Shanghai : (1) 1• 

there anything i n the Uni ted St ates • Qrdere regulations, 
et cetera, 

' 

1.8? 
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-2- ~04 1 August 12, 4 p.m., From Hong long. 

et cetera, which would preclude p&Jment or euoh deposita 

bY auoh banks in Ch1neae currency? (2) Can payment be 

made with dratta drawn by auoh generally licensed 

banks on their acoounte in New York and can such 

dratta be credited in the Uni ted States to blocked 

acoounte ot the original payee; (3) can euch dratts 

be paid and upon blocked accounte or other than 

original depositor with generally licensed Chi nese 

bank it made payable to bearer or endorsed by original 

payee; (4) eRn euch drafts be purchased wi th Chinese 

currency by Shanghai ot tioes American generally licen­

sed bnnks and credited to their accounts i rrespective 

ot whether such drafts relate t o licensed import and 

export transactions? 

Ia there any general license authorizing use ot 

bloo.kad accounts in the United States tor purchase or 

eeourit1ee71 

Sent to the Department, r epeated to Chungking, 

Shanghl\1. 

SOUTHARD 

CSB 

• 
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1.89 

""'· Itt " ...... at 1an ........... ...., .. .. 

If .U Y 'II W a• II ... a .. ,.. AI 1 1>'t¢'M .... 

p~ ,..., Ia II Ill ' I 111.tk ....... '1•1 N ti111a 

..... 1 .................. ~ ............. . u.,.._...,,.. ... ._. ........... ,.,...._ 
U oae .. IUIIl _._ WI "•• ... .,._...,. 11u .n 1 :A 

.u.. Aa ..... • ....... te tM II•• 1 11\ "' a. n•nctn' 
AUaoht tt tU Plr t' Mullr ..... , aJ11rb1 ..._, a. lliiiiN 

be .....,.. liMe MOllie 'lllnt•• *ilk '" •eM " 

the GlUM an .......... ., a. llllk't "' •• at T 'll. 

ltttM, 'IJIIe rt .. alal Att 0 4 ...... Ill ... t.l~ 

... ·-· -•'111a •• ut at a. kll;• b 11n.ttldM 

la .. ~ ttl'elp "--k .... , PI .. tll•Mle 

ww "' "' u1•" tlJIIl eln* " •• dna\aptl ,.,_.. . ,..., ..... ,.... 
CtJ z..en _. ,,.,..-" Nltt .. ,_. ebts •at• 

........ ._ ............. z.,. ... U..t " 

... NAt' S llal\ It Cll1aa IN ft•se:A"' .. "' $ 

"-'· 
(IJ Ill IT 111, I t II ......u-e la 1,1, 

AIU... .... ....u& Ht • .. •••et -.._ '1M ,... 

• 
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A ot ricUy collficlenUal tal.IIP'• of .bcut 12, 1941, froa tho 

Aaorlclll Oonolll at llaD&oon relaAe eu.batanthll7 u follovea 

on Au&u•t U three .t.aor1can aohr trauport •• (U.oUln, 

liella&D &Dd Darla), vho w.,.t rac.,.tl7 to Oh.lna at the Ohlneoe 

Oonrn:unt1 o inYltatloa h look into the aattar of vqo &Dd 

,. • ..,. of inoroaoi~ traffic on the Buraa llolaA, left for OhWICI<~ 

btrl!lg arrl.,.4 in llaJicoon oa ~~ 29 attar lllllda& a trip our the 

road. 'rllo7 carried with th• a report prepared while in P.eacooa for 

oub:oinion to the helaA of the Ohineoe Oorerument. 'rbeoe aon pl01111od 

to th.Y la Olm.a411ti~ until a 4ec1eioa h roached in recard to their 

reco=endatlono and then to return to the Ullih4 Statoo. Included 

lD tho rocoaaell4at1cno are the follow1oca J'ull enthorU7 to be 

delegated to ono poroon ao manaci~ director of the Buraa Road 

with the cOII:Uooioa foraa4 recatl7 to act in a ouperrloory c8p&Cit1 

• 1117 for coordination of t he Bl1raa lloa4 u4 other hlcJntaTo ill Chlna; 

a tor11iaal plan &Dd pre ... atatl'l'e Claiate,....oe plan wch a• truclti.D& 

co~aoioo in the United Stateo uoe io to be adopted, the adoption 

coot~latloc the a.ployaut of .t.ae.ricao conohtlDC of a aalnt.,....ce 

tUpor'l'loor, oiz uohtanh to act ao Urainal ...._., &Dd fltte.,. 

meohanlco: taz collectloao ale~ the Buraa ltolaA, vhlcb are oald 

to oerionoJ.T 4elq traffic, are to be olapllfied aDA centralloed; 

the road 1o to be policed aDA a qat• of ra41o c-.oicatloa oet 

lip. Arnohlll &Dd hlo party expreooed the opinion that 1t 'IIJUleceooa"T 

191 

• 
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4ol0TO wor o oll.a1Jiah4 \he tcauco IIOW oan-114 wUh \he preooa\ 

, qu.ipoon\ WOQ14 'bo aoro ,_ 4ollblo. '!llq oa;r aloo \hat tho roa4 

11 oopoblo of tU:iiiC oaro ot aNT UMo ao 1111011 \rattlo ao 1o 

aorl1141 onr U a\ \bo proooat \lao. 

192 

• 
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R.S 

SEcrEtary ot Stat£, 

Waab1ngton. 

1014, August 12, 1 p. m. 

GRAY 

(Paris) 
V1ohy 

' . 

Dattd August 12, 1941 

Rto ' d 1 145 p.m. 

1.93 

Fund Hamza, tht Snud1 Arabian MinistEr, has btEn 

informed by h1s agEnt in thE UnitEd Statts, KamEl 

Bamady, 421 WElch Boultv&rd, Fli nt, Mi chigan that his 

dollar account with tht GuAranty Truat Company in NEw 

York h&a bEEn blooktd0 He hna rEquEstEd my assistancE 

in unblocking h1a account inasmuch ns thrrt is no 

Saudi Arabian Kin.istEr o.t Washington. I shall ap­

preciatE any information the D£partmEnt ia able to 

srnd mt rElated to thE unblookins ot h1s account so 

that I -.y kEEp h1m informtdo 

U:AHY 

OSB 

• 

Regraded Unclassified



wtn·pn • •••••7 •••n•• .... ....... 

7 5 I 111 ........ , •••• ._ 

-· ,? •••• 18, .&Ill, ..... •.. -· 
U ... ta \lie IISir' ltl W OX 

... l"· ' .................. .&Ill. 

,., •• 1tta 1 p"'.aa.ua •- 1, IMl ..._ 

..... , III ta tMala -
11

e'
1

• el .... el ··-­
•t ._ •=• _. •e ••'-Wr e«J II 'lf1 I h 

Prte? a 7 7 II• loU&..._ ...,. l&dt .. , ua ttaJ..• 

(oelao IM&I, ._.. el U. Mta ~Jo 1111 52• ta 1 N 

194 
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~..-u ..u • w,.. ..... 111, .. _...,...,,, 

...... ,._tale I 2 •J• 
file hllewlPI 1e •'-LUM fer ....... .,, a l.t.._tlelll 

..... rti .. - ... , .. ,._ - Merle. ............... . 

l .. a1tacla wu ftl ... M ,._ ~all aa - ._.,_ ...... e6 

ll&lJ' ... Ule --t7 .... h Ule ...... Ule -- _._.. 

waa al ..... !1111 •••z••~!-&t,, aa- -.&a et Oh rrpul't 

t .. tile ..... ., •• ?lablt, la -~ .. ··-~- .. , 

~· 
!lt.e ... 81' ..... , ...... , ... , ...... lt u 11 .. 

aU pudllla • .. 11 u.&t .. an-u .. at eas11n·•• 

at "llat., aas 'Ill te~ •Ul Ule _. at tile -. 

Ot -· 01 'NIMl wU1 Mt 'Ill alll ...... lea ... 

uw ala ...,a..-.rt•a .. uoa h.._._. ... ••• .., ... 
at *at..,, ..... '"*'''~ taa 'rUle 11011Ulaa at 

~. 
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PA~~APDA~a or '!'·•"'--.,'"'• sat 

TOI AaerUaa l.etaUea. • ...,.,,, K-.u, 

Do\'1'11:1 AQIUt 11, ~. -· 
110.1 .., 

Rdii'IIIM h U41 to "1 ..... If o\q11ot 111 l! p,a,, 

ao. 4ft n.a the Lecau-. 
llnoNl. .. ,.. .. ~ae, llaft lleea Mole h the 'l'l'eaa'G'7 wt.taa 

,..saN W \be PJ'IP"I4 t l'UioMUI .. fw 41~11al ef tale 

prwpii'U .. If ... IOI14laiT If Ule lltu4al'l OU C1 z.., • 
ot ltw .,,...., la K.....,-, •• fa.,....lille atUM )au lill• 

~-.to ... p ..... ,. 

n.. a. .. ,...., ,._. ,_ tar.-u .. tt•tr • ..a 
t ile Depart.eat wolllt lile stat te aan , .. •-• l t te l t 
IIIIJ lloUlUiaal lllfoNaUN lll thll ftpr4 tala\ .., c­

beflft ,, .. 

nu. 
(n.) 
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TREASURY DEPARTMENT 

INnlt.OI'PICIE COMMUNICATION 

TO 

CONFIDENTIAL . ,_ M.r. CochriJI 

Rog1ottrtd ottrllng tr....oactlono of tho r oportlQC b&Dko .. rt at tollowt l 

Sold to coamerolal concorno 
Purchaotd t r oa co•uclal ooDCtrDo 

£71.000 
£ 1.000 

OpeD aarut otorliQC r~ntd unch•ncod at 4,0}-1/2. !'bo roportlQC baalto 

porcl>Attd £1,000. 

I• New York, cl otlll$ quotatlono for tho torolcn currtDClto llotod bolow 

nrt •• follow• & 

O&lladliJI dollar 
Arcontllle pooo (!roo) 
l rotUliJI a llrelt (!roo) 
Colo.bliJI ptt O 
lloldCIJI pooo 
UJ"IIC"CI&;pan pooo ( tree) 
VonecueliJI bolivar 
CubaD poeo 

lL-3/ 8~ 41 ooount 
.2390 
.0505 
·5SX! 
.2070 
.11380 
. 2650 
1-3/32% 41tCOUilt 

lo Sl!o•pl , t ho 71W1 l.aprond to '4-Jl/3~. v.p 3/ lf.l. Storllng •• alt o 

blcbtr at 4,03- J/4, v.p 1/'41. 

'!'here .. rt llO gold t r....o&etlODI COD-hd b7 Ut todaJ, 

'!'he i'odtral Rtoorn llallk of Jlow York roporUd the tolloriQC sold tblpiMiltll 

$},il0o,OOO f r oa l'la41Yootok, tbipptd b7 tho State lle.lllc of tho 11. S. S.R. to tho 
Chaoo llatloll&l lle.lllc, S.... lrallchco, tor •lAI to the 11. S, lll nt . 

!bit tbiJ)Mnt arr1n4 1ll s.n J'raDChco todaJ, 
$ 596,000 troa OhUo, lh1ppo4 b7 tho Cont rol Bailie of Chilo t o tho ledoral 

~='"""'"' Rootrn ltlllc of !low York, 4ltpoo1Uon Ullli:DoWD . 
•M96.ooo Tott.l 

'!'he Londoll flllill& pr1ooo t or c>ot and t or...-d ollnr .. re 2}-l/2d, Vol> 

1/164. 'l'he u, s, oqu1Yallllt of t hh prlca h 42.671. 

'l'he Trt.t~UrJ' • purchaot pr lct tor torolcll oll nr -· u ncbenpd tot 351· 
a .. 41 u4 Sara... ooUltaollt prlco tor forelsn ollnr • • alto wacbaJlCOd at 3'4-3/'41. 

Thoro .. ro DC purchaoot ot o11Yer 111l411' tM Sllnr PurcMtt ACt· 
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~ report ot AJ>cuot 6, ncoiYed tr011 Ulo lodnal a ... ...,. ~ ot How 
Tor~. p •lns tho t oroJ.cn O:liCb&Dco potltlono ot 'oulka and b&llftro In U o dlotrlot , 
obowt4 that Ulo t ot al potltlon ot all coutrleo •• thort tho oqui• alent ot 

55,269,000• a dtcr •oe ot $25 ,000 In tho thort potltlon tlnco JUJ.;r }0. Hot 
ebaJ14:U woro ao t ollow11 

Short Pooi Uon Short Poaltlon Chaa«e In 
Country July 30 .l.ueat 6 Short Poo1tlon• 

ZD6l&D4•• $ 371.000 $ 235.000 - $142,000 
i 111'0Pt 2, 885,000 2.sn.ooo 12,000 
C&Dad& 351,000 (Loa«) 295,000 (Loa«) + 5}.000 
!.& II • .t.aer I ca 262,000 :!03,000 59.000 
Japu 5(),000 59.000 + 9.000 
Other Ada 2,05},000 2,12,000 + }0.000 
All othora 12,000 (Long) ,000 + 96.000 

!otal $5.294.000 $5,269.000 - $ 25.000 

•Pluo oiCJI ( +) ladloatoa l.ncreaoe In thor\ pot1Uoa, or dtcr•eo In loDC 
pooilloa . 

lllouo oiCJI ( - ) lndla.t .. docre&oo In thor\ poo1Uon, or !.ncr••• 1D lons 
pooiUoa. 

" Cooblnod pooltlon In ree;lotered and open arkot ttorllns. 

• 

• 
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IRITIIM liiiAIIY, 

WAIMINCTOO , D. C. 

i'ER SONAL AJID 
SECRET 

Augus t 12th, 1941 

Dear Mr. Secretary, 

':'he -•onoura ble 

I enclose herein for your 

personal and secret inforation a c opy 

of the latest report rocoived from London 

on the mili tary situation. 

~lievo me, 

Dear Mr . Secretary, 

Very sincerely yours , 

Hen17 ::or genthau, Jr ., 

United States Treasur y, 

~aeh1ngton, D. C. 

' 
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IRITIIM lMIAUY, 

WAIHIMCTOM, D. C . 

August 12th, 1941. 

PERSONAL 
AND SECRET 

Dear Mr . Secre t ary , 

I enclose herein for your 

personal and secret information a 

copy of the latest report received 

from London on the military a1tuation . 

Believe me , 

Dear ~.r . secretary. 

Very sinc erely yours, 

-!>e ;:onouroble 

r enry L:orgenthau, Jr . , 

United States Treasury, 

Washington, D. c. 

/~ 

' 
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RESTIUCTED 

~/2657..:0.0; No. 465 II.I.D., lf.D. 12:00 II., AU,...t 12, 1941. 

SITUATION REI'a\T 

I. Eaatern Theater. 

Ql'ounch F1M1ab t!'OOpe are advancing down the we&tern ehore 

of Lake La~in the d.iroction or Leninsr&cl. On Au,...t 10, &clnnced 
Finnieh detachments h&cl reached pointe about 20 mllee w .. t end north­

west or KakiaalJai. 
Heavy f ishting 1e proceeding alona tho Luga River 

oouthnst of Leningrad. 
To the eouth of L&l<e Ilz>en, German forcee have es­

t&bliahed two bridgehe&cla out or the Pol& River, near Doo~Yansk and to 

the east or Star~ Rueea. 
German troops hold the t own or Bely. to the north­

east o! Smolensk and 50 milee aouthnet or Rzbev. 
The Garmon pursuit on the eouthern Ukraine oontinuee. 
To the eoutheast o! Kremonchug German troops are &cl­

vancina alona the southern bank of tho Dnepr, and have roached a point 

70 mile• northwest or Dnopropetrove'k. 
Garmon oolumna advancing eoutbward along both banl<e 

ot the Bug River are approaching Nikolaev. 
To the we at and northwest of Nikolaev, large por­

tions ot the Russian armiee defeated near Uman are swuna to escape COlD­

plato German envelopmmt by withdrawing t o the Crimaa via Ni'kolaev and 

Xherson. 

Air: Oenoany reported nisht bod>ing of !6:>ecow and both sidoa 
reported .Iractivity in the Kiev aector. Ruasien planes bombed Berlin 

during the night. 

U. 'lleatern Theater. 

Air: No Gerlii&D bombing activity report.ecl over the British 
Isles , Normal British nisht activity ovor nortnwest industrial objec­

tives, 

III . Mediterranean Theater. 

2!:2!!!!!!• Continued lull. 

Air: 
zro, I taly-. -

Britieh attaelc.s were reported on Croton• and Coeatan­

Axia planee bombed Tobruk and llarea llatnlh. 

RESTIUCTED 
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Allgu.st lS, 1941 

J.!El.!ORANDUM FOR THE SECRETARY' S FILfS: -

A meeting· relative to the administration of 
Executive Order No. 8389 was· held in Mr. Foley' s office 
at 4 p.m. on August 12, 1941, attended from time to time 
by the following: 

Messrs. Foley (Chairman) , Pehle, Cochran, Lux­
ford, E. M. Bernst ein, Viner, and· Timmons for · the 
Treasury; ~essrs. Acheson, Fisher, Luthringer , and 
~ller for t he State Department; Messrs. Shea, Rosenwald, 

• 

and Jurenev for Justice; Mr. Knapp for the Board of Gov- • 
ernors of the Federal Reserve System. 

Reference was made to an application f iled by 
the States Trustee C~any (which holds the stock of the 
subsidiaries in the Un1ted States of the Soc!ety for 
Chemical Industry, (Ciba), Basel, Switzerland) which pro­
poses to purchase all of the common stock and 2, 225 
shares of the preferred stock of t he Schering Corporation 
for $850,000. The stock of the Sobering Corporation is 
at present held by the Swiss Banking Corporation, New 
York, for the Swiss Bank Corporation, Baself. for account 
of Chemical and Pharmeceutical Enterprises imited (Chepha) . 
Chepha is owned 51% by Palladium A. G. , a SWiss holding com­
P&Dl which is in turn owned by t he Swiss Bank Corporation, 
Basel; and 49% by Paciba A. G. , a Panama holding company, 
said to be owned by certain Swiss nationals who also have 
interests in the Societ y for Chemical Industry (Ciba). 
After careful consideration of all of the facts involved 
in this application, it was unanimously agreed by the 
Committ ee that the application should be denied. 

Mr. Pehle referred· to a memorandum recently re-
ceived from Mr. L. W. Knoke, Vice President of the Federal 
Reserve tiank of New York, stating that several economists f rom 
South American central banks, who are working at the Federal 
Reserve Bank for experience, had expressed an interest in the 
Foreign Property Control Department, and desired to become 
acquainted with ita operations . It wa~ agreed that Mr. Knoke 
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should be informed that in view of all the ciroumatan­
cea the Committee did not feel that it would be appro­
priate to grant this r equest. 

205 

Mr. Pehle also referred to an application filed 
by the Gillette Safety J!Qor Compan,y to send a power of 
attorney to two of its employees in Germany to conduct 
the b usineaa of the Gillette subeidiary there IL8 they eee 
fit in caee of an emergency. This application will be 
approved and the relative license will contain a stipula­
tion that the power of attorney will not allow an,y sale 
of the atook of the subsidiary or its property. 

The Finnish Kinister, in a recent conversation 
with Messrs. Foley and Pehle, requested reconsideration 
of the decision taken by the Committee with respect to 
the transfer of funds from private Finnish accounts to the 
Bank of Finland. Such applications have been denied and 
the Minister contends that unless the pulp mills and other 
enterprises are able to obtain local currency from the 
Bank of Finland, their operations will be seriously hemp­
ered. The output of suph pulp mills is at the present time 
being sold chiefly to Germany. The Committee reaffirmed 
its previous decision. 

The Joint Distribution Committee has advanced a 
proposal whereby it would be allowed to accept local cur­
rency in France, Italy, and Rumania, and to pay dollars, 
either to persons who have surrendered local currency and 
then emigrated to the United States, or to friends and re­
latives of persons remaining in the occupied areas . It was 
agreed that applications of this type could not be approved, 
but it is to be suggested to the Joint Distribution COmmittee 
that the dollars be placed in special blocked accounts not to 
be drawn against until after the war. 

i letter is to be addressed to the Standard Oil 
Company of New Jerwey stating that auoh.Company may n?t , ex­
cept pursuant to license, eell through 1ts Latin Amer1can 
subsidiaries petroleum products to persons whose names appear 
on the "Proclaimed List of Certain Blocked Nationals" . Copies 
of such letter will also be forwarded to the Texas Corpora-

• 

Regraded Unclassified



( 

206 

- s -

tions; Socony Vacuum 011 Company, Inc., Atlantic Refining 
company, Gulf Oil Company and Asiatic Petroleum Corpora- • 
tion. It was also noted that we should secure the co-
operation of the British, Canadian and Dutch Oil Companies 
in c:utti.llg off supplies of oil to Proclaimed List firma in 
South Alaerica. · 

Mr. Acheson reported that three Japanese tankers 
are now in San Pedro, California, and that nine applica­
tions for export licenses covering shipments of oil to Ja-
pan have been filed. Of these, Export Control has approved 
three covering shipments of Cl!ude oil. :wr. Iguchi of the 
Japanese Embassy was iriformed by Kr. Acheson that pa,ment 
for such oil should be made out of the cash funds in possess­
ion of the Japanese Government in the United States. Kr. 
Iguchi later saw Mr. Pehle and received the same information. 
!Or. Iguchi said that he would further consider the matter and 
advise us thereon. It was agreed b1 the CCIIIIIIIittee that no 
action with respect to the iaauanoe of freezing control 
licenses should be taken until we have heard f\lrther from the 
Japanese Embass1. With further reference to oil shipments to 
Japan, :wr. Acheson indicated that the Government of the 
Netherlands East Indies has taken a firm stand and is pre­
pared to follow our lead. 

An application haa been filed bf Norwegian Relief , 
Inc. to transfer $200,000 to Stockholm for the purchase of 
canned foods to be shipped to Norw81• The Treasur1 Depart­
~:~ent has been informed that the British Government haa 
raised no objection to this transaction but haa said that it 
will not authorize the importation into Sweden through the 
blockade of any goods that m&1 be sent to Norwq. In. vin 
of all the circumstances it was agreed that this appll.cation 
should not be approved. 
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