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Appointment• and Reolgnatlono 
Buffington, George N.: 

Book Pago 

Ho~tellng report- 9/25/41................... 444 231 
Dofonoe Sa?lngo Staff Admlnlotrntor ( ChiCAgo) 

Colllno' report - 10/2/41: Soo !ook til• PI&• 185 
Vlnor•o report- 10/7/ 41: Book~. pa«e 260 
Cauooy (Jameo H. ) ondorooo- 10/8/41: 

Boolc ill• p~e 94 
Campbell (Judge William J. -United State• 

Dlotrlet Court, Chicago) endoroeo - 10/14/41: 
Book i§Q, page 352 

Componoetlon agreed upon - 10/16/41: 
Book~. page 174 

.WGUSTA, USS 
Stlvor eup preoented by KHJr awarded for 1941 to 

Officer In Charge of Ytre Control Di?lolon -
9/25/41. ..................................... . 

- B -

lluffl nst on , George !1. 
Soo Appo lntmento and Reotsnatlono 

Butler, J. Romer 
See Cue~oma. Bureau of 

China 
See War Conditione 

Coaot Guard 

- 0 -

Kydo Park Radio Station: Diocuoolon of coot -
9/24/41. ...•. ••..• .. ...• •.•...••••.•...... ... • 

Cochran, H. Merle 
See War Coodltlono: C~lna 

Coordinator of Icfor=ation 
Ste War Condi tione 

Cuba 
Soo Latin 4:erlea 

Cueto••· Bure&\1 ot 
Butler, J. Romer: Connection •1th t~lera 

dlocuooed a t 9:30 meetl~g- 9/25/41 •.•••••...• 
(See aloo !ook ~. pago 4 - ~/26/41) 

a) Report of converofttlon by llut1or (now 
dlocherged) and Goorgeo Wlldonotoln, Perla 
and New York art doa1or - 10/14/41: 
llook i§Q, page 334 

b) l!HJr and 'lllompoon dloaull dlo11l11al -
10/15/41: Book !§1, PA&I 8 

52 

120 

• 
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Dot .. oo, latioD&l 
Dot .... -loTMDt oo_.-e4 vlU. total oinl 

DOD-ecriCIIltval .-plo7'1..,t - llaao -ru4ua -
9/~/41 ....... 0 •••••••••••••••••• 0 0 0 0 ••••••••• 

a) DhouooioD at 9:30 aoou.,. - 9/'¥>/41• 
Ill .loot ~' JNICI 7 

DotoDOo la•iaco lloD4o 
Soo 7inancinc, Go•ornaont 

- .Iii -

. pl07 .. ft\ 
Soo Dotonoo, llatlonal 

- 7 -

PinanciJ>C, GoYOrnaent 
Dof..,oo oaployaont coapared with total oinl 

non-acriCIIltural • ployaent - Raao aoaoran4wo -
9/26/41 .................................. 0 •••• 

a) Diocuaoion at 9:30 aootinc - 9/26/41: 
Book ~. page 7 

Dotenoo Sa•lnco llondo: 
Report ot oaleo tor tiro\ 19 buoinooo d&fo, 

July, Auguot, and September •.••••.••.•••••.• 
Oonforonco; Defense SaYinco Bondo croup preoant 

inolu41nc Mro. RMJr , Mro. Kuhn, Mioo Dollao, 
and Mro. Miller (New York)- 9/2&/41 •.•.•.... 

a) Sohoolo and PaJTOll allotaent plano 
!'1ocuoood 

- G-

Gaooral Counoel, Office of 
Report on proJocto 4urlac Auguot 1941 ••.. ••..•• •• 

Intlatlon 
See Spoocheo by HMJr 

LaUn Allor1ca 
Cuba: 

- I -

- L-

.loot Paso 

1?4 

64 

190 

176 

Harry D. White, with two aooiotanto, to aoo1ot 
in oettiac up project concorood wlth oxoh&nco 
lac1olation, coctral bankiJll, oto. - 9/26/41.. 167 

a ) Velleo letter - 9/30/41: Jock iii• PAC• 321 
b) IDCJ'r oppoooo h1o coi"C - 10/3/41: 

llook uz, pace 217 
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.loal< P-ee 

llor1•\bd, Iober\ 
Oo-.1W.\M b7 Lin\-\ o-4er ,...,reel, 

'0111\M 1\a\ .. laftl laoern 1114*1,_..1 o 
laboo1 , w .. York- 9/86/41 •••••••••••••• 0 •• 0 

- p -

Proou-\ Dh1.ol01l 
lliaiOIJ"apll P.por1 llaclt etrocto $300,000 b7 

r ..rlUD« opoclticatioJlo - i/'M/41 ..... o. o •• 
a ) Diocuooion at 9130 . .. tiD« - 9/29/41: 

loo Joolt ti§, Pill 2 

- ll -

lloooaroll Bruclloo or !roaaurT 

·-:~i~~~~~-~~-~~-~~~-~~-~:.~~~~:~. ~~~~~-
. ..... u. ... ioioll 

6~ Profit Ll81ta t i on: 
w .. York Borald !rilnmo arUclo - 9/2&/4.1. o. o o 
lloup a oltod t o otart otu47 - 9/2&/41 • •••• o. o. 
Bi1laan u d BIIJr diocuoo - 9/2&/41 •• oo••••••o• 
Ooator•o•: prooODtl BIIJr, B1o"4!11 , O'CoMoll, 

ladoo, Oao\on, J:uhll, lcll..ro, and llbito -
i/29/411 Book ti§, pace 82 

lpoeolloo b7 IIIIJr 
lD.tlaUODI 

- s-

129 

40 
213 
216 

tpoooll boforo Aaerioan Ballltoro 1 AooociatiOD at 
CbiCIIO, Octollor 2 

Drat\ A 41ocuooo4 b7 IIIIJr ud J:uhll - 9/2&/ 4lo o 93 
a) llbHo'o cc-\1 at 9:30 ... u"« -

oopocial}T about "6~ prot it • -
9/a6/41• Book ~. poco 16 

Drat\ J 41ocuooo4 b7 IIIIJr u4 J:uhll at ,.,. -
ef•/41: .Joal< ~. Pill 178 

Draft C diocv.oood b7 IIIIJr u4 llllul -
i/30/41: Book ti§, Pill 207 

Draft D troa whioll rM41Jll oop7 vao \7Pod -
i/30/4.11 Joolt $· Pill 281 

IM41Jll cow - 10/2/411 Book til• pacoo 1311 and 161 
looo1uUOill Co .. tUoo report attor opoooll 

'"'' BIIJr b7 Burl'" - 10/4/411 Book tii• pee• 1111 
MtriQM 1111U£ eo•ODt OOJlt b7 14..r4ol 

Book ti,i, Pll' 611 
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u ..... .. 

lee War Coe41Uou 
Ualte4Jtupo. 

... War Coo41Uoae: IIUUU7 Plaalac 

-w-
War Coll41 UoDe 

.Urpl .... , 
eo.k\ na.ee l lnY-\olr)' of DU'ber nl.\a'bb 

for nee acataet oo.pletol7 .. darn olr 
foroa - r..,ort froa A .. hYilt .. ontal'7 of 
War for Air- 9/20/41 . . ••••.•.•••••••••••• 

Clliaa l 
CocllnD, B. Marlo: !rip .,.\borhe4 - 9/'M/41 •• 

a ) 11-er \o aoco- Coohru 
'b) Praoo rel eue to 'bo elY• nt in 

tre&' J,r 1 ta.t.a. . . • . . • . • . • • • • • • . . .•..•.•... 
o) llotloD picture pro4DOero 1 pro'bl .. o ao 

a reeult of dhoo~>tl.nWt.llce of U1>ltK 
IW.ho dollar r•1 tYiloeo fro• lll"nsbal -
.... ru4u to 'be taltm to roz - 9/11!6/ltl •. 

Coordinator of I~>foraatlon: 
Cooperation wltb Irq .,, Wllool> 41oov.oood. 11> 

O.HoD .... ru4u to BMJr - 9/'M/41 ••.••••• 
.. ...._e aarltot reeuo' - 9/'M-Z/Itl •••.••••••••• 
laport CoDtrol: 

-.,orte of potroleu prodacto, oorap lron, 
and IOr8P ot .. l froa Ua1tod. Stateo to J~, .._,la, lpal.n , ad Cr•t Jrltala, wool:: 
oodlac lopt .. 'bor 27, 1941 •••••••••••••••••• 

Mill'-r.r P'••ntaca 
laport fi'OII Lolldo1> tranoalttod 'b7 ~'bell -

9/116/41 •••• 0 • • • • 0 •••• 0. 0. 0 ••• 0. 0 ••••••••••• 

lfar llopar\810t 'bnllot1DI 
Grolll: oporaUnu, April 11-30 - 9/M/41 •••• 

u.a.a.a,: 
lr1Uab fl.nanolal arraac-to tor IQPplloo 

roY1ove4 ta lovh,r •-ru4u to Coobru -
8/M/41 • .. .•....•...•..... ..... .. ....... . . . 

Ioo-'broaltort B-.P&lr asata 41oouooo4 at 9:30 
... tln.c - t/16/41 •......•.....••.•.. • •••... 

11111 te, llar"7 D. 
loo LaU1> Aaorlcat Cn'ba 

'10, ?2 

227 

80 

76,1112,1116 

latl 
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HMJr : 

Operator: 

HMJr: 

Rober t 
Rouse: 

HMJr: 

R: 

HMJr: 

H: 

HMJr: 

R: 

HMJr: 

R: 

HY.Jr : 

R: 

HMJr : 

R: 

Hello. 

Mr. Rouse. 

Hello. 

Good morning, sir. 

How are you? 

Fi rst rate. And you? 

September 2~ . 19~1 
9:25 a.m. 

Fine. •nat's the reaction in the Street? 

The reaction here i s that the bond market 
was quoted down t our and f ive thirty- seoonda 
at the openi ng. 

Today. 

les, sir. 

Yeah. 

No blocks or bonds have come in t or sale, and 
quotations have moved back within one or t wo 
thirty seconds or t he close last night . There 
was some selling in the afternoon yes terday 
which put the bond market down about en eighth 
in the long bonds, and that was pr etty well 
absorbed. 

But you might eay it's really had very little 
effect. 

Very little effect. We have checked bere wi th 
the peopl e - a numDer oi the people to whom 
any substantial off erings might be made if they 
came i n. 

Yeah. 

And they tell ue that they' ve had no offerings, 
and I've just had a quick flash f r om the t rading 

f 
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HMJrt 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

R: 

HMJr: 

B: 

IDIJr: 

R: 

HMJr: 

R: 

HMJrt 

. :~, . - - 2 .. \. .... , -

- 2 -

deek that the e1Xt7 - eixtJ-tiYee are nov up 
tvo thirtJ-aeconde oYer laet night. 

~ell, I'll be daaned. 

So I guess ve won't vorr7. I Just finished 
talking with Dan, and he eaid, "How about 
eelling aomet• 

He vas kidding. 

(Laughe) 

What? 

Well, partially aerioue. 

Well, What the - vhJ the hell should an7bod7 
want to sell an7t 

I don't know. 

Neither do I. He muat baYe been kidding. 

Oh, he was thinking in terms ot the bond 
market being h1gn. 

What? 

He vas thinking in term• ot the bond market 
being high. 

Well, I'd leaYe i t alone and eee what happens. 

Oh sure. Be wasn' t serious ae tar ae today 
wae concerned. 

No. OkaJ. 

OkaJ. 

Thank you. 
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STlTEYENT OF SECRETlRY YORGENTHlU 

BEFORE THE 
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COWWITTEE ON BlNKING lND CURRENCY OF HOUSE OF REPRESENTlTIVES 

WEDNESDAY, SEPT. 24 ,1941 
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I am glad to testify in behalf or this Bill 

not only because I am in accord with its objectives, 

but also because I am convinced of the terrible 

urgency o! the problem whi ch this Bill would help 

to solve . 

As t he President said two months ago in 

recommending to Congress a bill t o control prices: 

"Today we stand, as we did in the closing 

months o! 1915 at the begi nni ng of an upward sweep 

ot the whole price structure . " 

In the !acts and figures already presented to 

t his Commit tee there has been ample demonstration 

o! the accuracy and t i1neliness of t he President's 

warning . 

5 

• 
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Almost any part or the price data presented to this 

Commlttee poi nt s t o the same conclusion, namely, 

that the pattern or pri ce rises i n the past two 

years is showing an alarming similarity to the price 

movements duri ng the rirst two years or World War 

No. 1 . 

I n the last war we waited t;oo long . It was 

not until August, 1917, that the r1rst step was taken 

to check price r i ses . The Lever Act empowering 

the President to control rood and ruel prices was 

not introduced until June 11, 1917, and did not 

become law until August or that year . 

6 
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By that time the damage had already been 

done . The general price level had risen more than 

75 per cent and the forces making tor further price 

rises had become so powerful that they could not 

be stopped . 

Are we again to wait until prices have risen 

75 per cent before we take bold and effective 

action? 

7 

The wholesale prices of farm products have 

risen '7 per cent in the past year, and ot that r i se, 

6 per cent has occurred in the last month. All 

commodities have risen 18 per cent in the last year 

and 2 per cent in the last month alone . 
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B1111larl7 don the llne: fooc1s are up 25 per cent; 

bldel and leather up l' per cent; textilee up • 

2' per cent; building materials up 12 per cent; 

and chemicals up 14 per cent. 

The pu.bllc 1s amply aware of. Wb.at is happening. 

The housewife knows that pork chops that were 29 cents 

.. .. 
a P,Ound in January were 'o in February, '1 1n April, 

t- f tf. 4-,2 in uay, '5 in JUne, '7 in JUlY, ,a 1n August and 

414- at the IIIOIHDt, a total rtse of 4o per cent 1n 

those nine months. The housewife knows that eggs 

have risen more than a third since January, that -
coffee 1s up about one-fourth in the same period, 

and that sugar and !lour are up almost a tifth in 

the same period, respectivelY· 
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The housewife, the business ED, the wage-earner, 

anc1 the government employee all know from their 

c1ailY experiences that prices are rising. 

The forces at work to~.y are the same as those 

that brought our inflations 1n previous perioc1s of 

war or rearmament . Yet there is fortunate17 cme 

c11fference in the situation which, I believe, can 

save us from the disaster of inflation n~. ft18 . 

time the public anc1 the government are an.re of what 

happened before anc1 what is happening~· All of 

us are able, if we choose, to take positive, effective, -
• preventive measures in time. 

' 

• 
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That is What the congress is being asked to do 

today. Passage ot this Bill would be one additional 

step forward in the war against intlat1on, the war 

on our hOme front, the war that 1111st be !ought and 

won it we are to preserve our American heritage. 

It is true, ot course, that price control alone 

will not conquer intlat1on. This B1ll alone cannot 

stop price rises . EVery government that has attempted 

to check inflation has tound that direct price 

controls alone cannot hold down the lid when the 

income ot the consuming pub11c is increasing and 

the amount ot goods ava11able to the consumer is 

decreasing. .A.ddi ti onal steps are necessary. 
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our OoYw' rt bU ~ t•Jren •- ot tbla: 

( 1) The coasre•• bas pa11111, aDil the Pl'e81Ciat 

baa just approved, a tax b1ll c1esipec1 to raise 1110re 

tb&D ,_l/2 billion dollars ot ac1c11tional reveaue. 

rue is a ajor acccaplU' snt in the uti-inflation . 

ettort, tor it Will absorb a aa~ti&l portion ot 

the increasecl 1nccaes tbat are 1n1ti&ll7 responsible 

tor price rises. 

( 2) Seeonc117, the 'l'reUUl'7 1e eDPPc1 in a 

borrowllll pr-oczu c1eaignecl to abSOrb still 110re ot 

thle excea 1DC-· Tbl'OUib the sale ot defense 

avinss bonc18 aDd stupe the Tre&8Ul'Y is trying to 

borrow a large proportion ot its tunc1s trom current 

consuaer iDCCIHS, rather tb&D tro. banks. 
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In the past tour months $1- 1/4 billion or defense 

savings bonds and stamps have been sold. 

(~) Thirdly, a new form or borrowing - the 

tax anticipation note - has been introduced, with 

the object or absorbing consumer incomes before the 

date at which income taxes tall due . During the 

month of August more than $1 billion or these notes 

were sold, absorbing income that might otherwise be 

pushing up prices in the market place . 

(4) Fourthly, the Board or Governors of the 

Federal Reserve system has recently been given t he 

authority to control consumer installment credit, 

and has just increased r eserve requirements or member 

banks as a further check against inflation . 

Regraded Unclassified
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(5) Finally, the Ott1ce ot Price Ac1m1n1strat1on 

has been exerting every ettort to control prices 

through the cooperation ot producers and consumers . 

Those are the more important steps that the 

oovermaent is now taking to check price rises. But 

they are not enough. 

It we are to be sure ot victll7 1D the t1ght 

• against inflation, we must prepare furtber tG • 

increase taxes. We may have to extend the general 

controls over bank credits. We shall cert:aJilly have 

to reduce capital expenditures tor non-defense neec18, 

and widen the sale ot defense savings bonds and st811PS· ) 

Regraded Unclassified



- 10 -

lt would be wise to extend the social security 

program to absorb purchasing power now and pave the 

way tor increased purchasing power after the 

emergency. 

1.4 

It will also be essential !or Federal , State 

and local governments to reduce non-defense spending 

as much as possible. 

1 am looking forward now to an earlY meeting 

or the joint conun1 ttee of the taxing and 

appropriating agencies of Congress, a committee 

that has just been created to study the whole 

problem or non-essential Federal expenditures . 
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I bope that this co~ttee will receive constant 

support trom Congress and the country at large, tor 

it can make a vital contribution in the anti-inflationary 

struggle. 

'fe must do much more than cut down purchasing 

power; we 1111st attack the problem trom the other 

eide. Rising prices can also be retarded by increasing 

the supplies ot goods which do not compete with defense 

neec18 . 

'fe are in a position to do just that. The 

government has in its warehouses vast quantities or 

cotton, Wheat, and corn. OUr granary doors should 

now be opened, enough at least to prevent unreasonable 

price rises . 
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such a step would be in agreement with our establi shed 

agricultural policy - the ever- normal granary. 

Having accumulated stocks in times of low prices, 

they should be distributed i n times of high pri ces. 

Now is the time to draw on these supplies, both as 

an anti-inflationary measure and as a preparati on 

tor replenishing them i f that should again become 

necessary . 

The concept of an ever-normal granary, whi ch 

calls tor a control of falling farm prices, seems 

to me to call equally tor contr ol over rising farm 

prices . This Bill, however, specifically restricts 

the authority of the price control administration 

over !arm prices . 
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That 1s, I believe, the maJor detect ot the Bill . I 

strongly recommend that this 1ntlex1b111ty be removed -

i n the interest ot the attack upon inflation, in the 

interest ot the standard ot living or our people, 

and in the long-run interests or farmers as well . 

I am not disturbed by the general level ot 

agricultural prices now prevailing, but I am deeply 

concerned about the danger that agricultural prices 

will continue to rise as they did in the world 

war. SUch a rise would hasten general inflation, 

would restrict the standard or living, and would 

even interfere with the health and morale or our 

people . And it cannot be repeated too otten that 

in the long run the worst sutterers from inflation 

are farmers themselves. 
• 
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Attar the First World War 1ntlat1on, agriculture 

was the hardest h1t and the slowest to recover. 

It has been suggested during these hearings that 

this price-control bill should include a ceiling 

over wages. I should 11ke to go on record as not 

--sharing this vtew. In tree countries labor 1s not 

~ ~ 
a commodity, human bel~ are ~t ~roperty; and 

' they should not be treated as sych • ... 
I tully appreciate that wages attect the 

cost ot production and the general level ot prices . 

However, I teal very det1n1tely that 1t we can on 

the one hand keep the cost ot 11v1ng trom r1s1ng, and ~ 
on the other hand impose adeQuate taxes on excessive 

protits, then we will have removed the major causes 

tor demands tor general wage increases . 
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Furthermore it is worth noting that the 1111.3or 

portion ot our defense industries today i s covered 

by collective bargaining contracts, and only a sharp 

rise in the cost ot living is llkely to upset those 

contracts. 

Two weeks ago I said at Boston that it was 

folly tor labor leaders to seek continual increases 

in wages every tew months, and that it was equally 

shortsighted tor farmers, businessmen, landlords 

or bankers to seek to exploit the present abnormal 

situation tor selfish gain. 

It we provide effective price control and adequate 

excess profits taxation, and i f it should later develop 

that wage rates are not being kept within bounds, we 

shall have to consider other measures. 
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As yet, however, I see no necessity tor them. 

Before cl osing, I reel it my particular 

responsibility as Secretary or the Treasury to point 

out to you the special interests or tbe government 

and the Treasury in stopping prices !ran rising 

further. 

As the nat1on•s largest purchaser, the government 

is concerned with the problem in a very direct way . 

congress has already appropriated more than $50 

b1ll1on tor defense, and the end 1s not yet in sight . 

The r1se in prices which has already taken place 

will cost us billions or dollars . 
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I! prices are allowed to behave ~s they did during 

the world war, we may !1nd that our defense program 

will cost us double without giving us a single 

additional gun or plane tor that extra expenditure . 

We not only are the nation• a largest purchaser 

ot goods, but we are the nation's largest employer . 

The government now employs nearly one and a hal! 

m1111on civilians in the executive departments, 

with a payroll now running at the rate o! $2-1/2 

billion a year . A substantial rlse in the cost o! 

living will r aise for us as an employer a choice or 

evils : to permit the r eal incomes or our employees 

to be unjustly reduced, or to increase still further 

the payroll that we must meet. 
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I tully appreciate that it requires courage on 

the part of Congress to pass this Bill . It always 

requires courage to put brakes on rising prices. But 

it any lesson is to be learned from the record or 

the past, it should be t hat lntl ation ls 1nev1table 

1n t1.mes like these unless all or us - Congress, 

the EXecutive Departments, a nd the people - fight lt 
' 

on all fronts and wit h all the strength and courage 

at our command. 

we shoUld gain courage trom the knowledge that 

1ntlat1on is not only accompanied by serious evus 

but is followed by even greater evils . We shoUld 

never lose s i ght or the fact that ~lation is 

always fol lowed by deflation and that the ride down 

is a lot longer and a lot harder and a lot more painfUl 

than the short intoxicating ride up . 
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Arter all, this ~estion or inrlation is one that 

goes to the very heart or the social aspirations or 

the American people. An uncontrolled price rise 

now would endanger the rruite or our hard-won progress 

or many years . It we lack the necessary realism and 

courage now, we shall place llD.1l. tl tudes or American 

rarmers, workers and Government employees at the 

mercy or those whom I have called "the three horsemen --

the speculator, the pror1teer and the hoarder .• -
EVery hardworking and thr1tty man and woman in 

the untted states has a direct personal stake in the 

success or the battle against in!lat1on. I regard 

it as vitally important ror congress to pass this 

bill and pass it promptly. 
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Statement of Secretary Vorgentbau ~ 
before the Committee on Banking and Currency 

of the House of Representatives 

Wednesday, September 24 , 1941 

I am glad to testify in behalf of this Bill not only 

because I am in accord with its objectives, but also· becauso 

I am convinced of the terrible urgency of the problem which 

tbia Bill would help to solve. 

1a the President said two months ago in reco~ending 

to Congress a bill to control prices: 

"Today we stand, as we did in the closing months of 

1915, at ~be beginning of an upward sweep of the whole price 

structure. " 

In the facts and figures already presented to this 

Committee there bas been ample demonstration of the accuracy 

and timeliness of the President's warning. Almost any part 

of the price data presented to this Committee points to the 

same conclusion, namely, that the pattern of price rises in 

the past two years is showing an alarming similarity to the 

price movements during the first two years of World War No. 1. 

In the last war we waited too long. It was not until 

August , 1917, that the first step was taken to check price 

rises. The Lever Act empowering the President to control 
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food and fuel prices was not introduced until June 11, 1917, 

and did not become law until August of that year. 

By that time the damage had already been done. The 

general price level had risen more than 75 per cent and the 

forces making for further price r~ses had become so powerful 

that they could not be stopped. 

25 

i re we again to wei t until prices haTe risen 75 per cent 

before we take bold and effectiTe action? 

The wholesale prices of farm products have risen 37 

per cent in the past year, and of that rise, 6 per cent bae 

occurred in the laat. month. All commodities haTe risen 18 

per cent in the last year and 2 per cent in the last month 

alone. Similarly down the line: foods are up 25 per cent; 

hides and leather up 13 per cent; textiles up 23 per cent; 

building materials up 12 per cent; and chemicals up 14 per 

cent. 

The public is amply aware of what is happening. The 

housewife knows that pork chops that were 29 cents a pound 

in January were 30 in February, 31 in April, 82 in May, 35 

in June, 37 in July, 38 in August and 41 at the moment, a 

total rise of 40 per cent in those nine months . The house­

wife knows that eggs have risen more than a third since 
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Januar7, that coffee ia up about one-fourth in the .... period, 

and that sugar and flour are up Ll.o1t a fifth in the , ... 

period, reepectiT•lT• The hou1ewife, the buaineaa man, the 

wage-earner, and the Governaent emplo7ee all know from their 

dail7 experi ence• that prlcea are riaing. 

The foroea at work toda7 are the .... aa thoae that 

brought our inflation• in preTioua perioda of war or rear.ament. 

Yet there ia fortunatel7 one difference in the aituation 

which, I beline, can ane ua from the diluter of inflation 

now. Thia Kae the public and the Goni'UIIIent ere aware of 

what happened before and what ia happening now. 111 of ua are 

able, if we choose, to take poaitiTe, effectiTe, preventiTe 

measures in tiae. 

That ia what the Congreaa ia being aak1d to do toda7. 

Paaaage of this Bill would be one additional step forward in 

the war against intlatioD1 the war on our ho .. front, the 

war that IIUit be fought and won it we are to preaene our 

iaerican heritage. 

It i1 true, of courae, that price control alone will not 

conquer inflation. Thia Bill alone cannot itop price riaea . 

BTtrT goTernaent that haa attempted to check inflation baa 
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found that direct price controls alone cannot hold down the 

lid when the income of the consuming public is increasing 

and the amount of goode aYailable to the consumer is decreas­

ing. idditional steps are necessary. 

Our GoYernment has already taken some of them: 

(1) The Congress has passed , and the President has 

just approved, a ta~ bill designed to raise more than 3- l/2 

billion dollars of additional revenue. This ia a major 

accomplishment in the anti- inflation effort, for it will 

absorb a substantial portion of the increased incomes that 

are initially responsible for pr ice rises, 

(2) Secondly, the Treasury is engaged in a borrowing 

program designed to absorb still more of this e~cess income. 

Through the sale of Defense Savings Bonde and Stamps the 

Treasury is trying to ~orrow a large proportion of its funds 

from current consumer incomes , rather than from banks. In 

the past four months l - l/4 billion dollars of Defense Savings 

Bonds and Stamps have been sold . 

(3) Thirdly, a new form of borrowing - the t a.x anticipa­

t ion note - has been intr oduced , with the object of absorbing 

consumer incomes before the date at which income taxes fall 
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due. During the month of August more than Sl billion of 

these notes were sold, absorbing income that might otherwise 
• be pushing up prices in the market place . 

(4) Fourthly, the Board of Governors of the Federal 

Reserve System has recently been given the authority to 

control consumer installment credit and baa just increased 

reserve requirements of member banks aa a further check against 

inflation. 

(5) Finally, the Office of Price Administration has been 

exerting every effort to control prices through the cooperation 

of producers and consumers . 

Those arc the more important steps that the Government 

is now taking to check pr ice rises. But they are not enough. 

If we are to be sure of victory in the fight against . 

inflation, we mu.st prepare further to inoreaae taxes. We 

may have to extend the general controls over be.nlc credits. 

We shall certainly have to reduce capital expenditures for 

non-defense needs, and widen the sale of Defense Savings 

Bonds and Stamps. 

It would be wise to extend the sooial security program 

to absorb purchasing power now and pave the way for increased 

purchasing power after the emergency. 
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It will alao be essential for Federal, State and local 

goTernmenta to reduce non-defense apending aa much aa 

possible. 

I am looking forward now to an early meeting of the 

joint committee of the taxing and appropriating agencies of 

Congreaa, a oo.alttee that baa juat been created to studf 

the whole problem of non-essential Federal expenditures. 

I hope that thia committee will receiTe oonetent support 

f rom Congreaa and the count~ at large, for it can make a 

vital contribution in the anti-inflationar7 struggle. 

We muat do much more thaD out down purchasing power; 

we must attack the problem from the other aide. Riaing 

price• can alao be retarded by inoreaaing the supplies of 

gooda which do not compete with defenae needa. 

We are in a position to do juat that. The Government 

baa in ita warehouaes vast quantities of cotton, wheat, and 

corn. Our granary doors should now be opened, enough at 

least to prevent unreasonable price riaea. Such a step 

would be in agreement with ~ur eatabliahed agricultural polic7 -

the eYer-normal granary. Having accumulated stocks in times 

of low prices, they should be distributed in timea of high 
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priou. low 11 the tbe to clraw on theae aappUea, both u 

an antl-la!latlOil&Pf .. uure aDi •• a preparation for 

repleniahlng th~ if that ahould -cain beoo .. neo•••&PJ• 

The oonoept of an ner-nol"lal grmarr, which calla 

for a oontrol of falling tara pricea, aee .. to .. to oall 

equallJ for control oTer rlaing tara prlcea. Thia Bill, 

howeTer, apacificallJ reatricta the authorit7 of the prioe 

oontrol ad•iniatration oTeP tara prioea. That ia, I belieTe, 

t.he major deflot of ~e Bill. I atronglJ reoo-na that 

thil ia!lexlbilitJ be re.,nd - in the lnterut of the 

attaok upon lallation, in the lntereat of the atandard of 

living of our people and in the long-run inte~eete of faraera 

ae well. 

I aa not dlaturbed b1 the general level of agricultural 

pricea now preT&iling, but I aa deeplJ concerned about the 

danger that acrioultural price• will continue to riae •• 

th17 did 1n the World War. Suoh a riu would haaten general 

ia!latlon, woula rutriot the at&Diard of lhiJI&, and would 

eTan interfere with the health and .,rale of our people. 

And it cannot be repeated too often that in the long-run 

the worat autferera froa ia!lation are ta.-.ra th ... elTea. 
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After the Firat World War inflation, agriculture was the 

hardest hit and the slowest to recover . 

It has been suggested during these hearings that this 

price-control bill should include a ceiling over wages . 

I should like to.go on record as not sharing thie view. 

In f ree countries labor is not a commodity, human beings 

are not property; and they should not be treated as such. 

I fully appreciate that wages affect the cost of 

production and the general level of prices. However , I 

feel very definitely that if we can on the one hand keep 

31 

the cost of living from rising, and on the other hand impose 

adequate taxes on excessive profit~ , then we will have 

removed the major causes for demands for general wage 

increases. Furthermore, it is worth noting that the major 

portion of our defense industries t oday is covered by 

collective bargaining contracts , and only a sharp rise in 

the cost of living is likely to upset those contracts. 

Two weeks ago I said at Boston that it was folly for 

labor leaders to seek continual increases in wages every 

few months , and that i t was equal ly shortsighted for farmers, 

businessmen, landlords or bankers to seek to exploit the 

present abnormal situation for selfish gain. 
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It we pro~ide effecti~e price control and adequate 

exceee profits taxation, and if it should later de~elop that 

wage ratea are not being kept within bounda, we ahall ha~e 

to consider other measures. 1e 7et, howe~er, I aee no 

neoeaeit7 for them. 

Before cloeing, I feel it ~ particular reeponaibilitT 

as Secretarr of the freaeur,r to point out to 70u the epecial 

intereet• of the Go~ern.ent and the Trea•urr in •topping 

pricea f rom riling further. 

1• the nation'• largest purchaser, the Go~ernment ia 

concerned with the problem in a Ter7 direct we7. Congreae 

baa alread7 appropriated more than 60 billion dollars for 

defenae, and the end ie not 7et in eight. The r iae in 

prices which baa alread7 taken place will coat us billions 

of dollar•. It pricee are allowed to beha~e aa the7 did 

during the World War, we DaT find that our defenee program 

will oo1t ua double without giTing ua a lingle additional 

gun or plane f or that extra expenditure. 

We not onl7 are the nation'• large•t purchaaer of 

goode, but we ~re the nation'• largeet emplo7er. The 

GoTernment now empl071 nearl7 one and a halt million oiTiliana 

in the ExecutiTe Departments, with a parroll now running at 
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the rate of 2-1/2 billion dollar• a Jl&r. l •ubatantial rile 

in the coat of li•ing will ral1e tor u1 aa an emploJer a 

choice of ••ill: to permit the real lnco .. e of our emploJe•• 

to be unjuatl7 reduced, or to increa1e 1till further the 

pa7rcll that we mutt .. et. 

I full7 appreciate that it requlr11 courage on the part 

of Congren to pan thi1 Bill. It alftl'l nquir .. courage 
• 

to put brake• on riling pricee. But if IDJ le11on i1 t o be 

leerned f rom the record of th1 paet, lt ahou14 be ~t lntla-

of u1 -

Congreu, the Ex.ecutin Department., and the p1ople - fight 

it on all fronta and with all the •treacth ani 6ourage at 

our co=-ud. 

We ahould gain courage f r011 the'lmowledge tllat infla­

tion it not onlJ acca.panied bJ eeriou1 e1tl1 but it 

followed b7 •••n greater evile. We ahould never lose sight 

of the fact that inflation ia alwa71 followed b7 deflation 

and that the ride down ie a lot longer and a lot harder and 

a lot more painful than the 1hort intoxicating r ide up. 

lfter all, thie question of inflation il one that goee 

to the verr heart of the eocial aspiration• of the American 

people. ln uncontrolled price rile now would endanger the 
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fruita of our hard-won progress of many years. If we laok 

the neoeaeary realism and courage now, we ah&ll plaoe 

multitudes of American farmers, worker• and Government 

employees at the mercy of those whom I have called "the 

three horsemen -- the speculator, the profiteer and the 

hoarder. • 

Every hardworking and thrifty man and woman in the 

United States hae a direct per sonal stake in the aucceas 

of the battle against inflation. I regard it as vitally 

important for Congress t o paaa tbia bill and pass it 

promptly. 

-ooo-
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PRICE CONTROL BILL 

WJil)JBSDAY, 8:EPTEJili:Eil 1M, 1041 

Hoo~·r. or R t:Pit!SENTA1'l'' '.ll· 

(jo)UIITr'iX OS B .\NKIXG ASO C'UIUtr.:SC'Y. 
lVa>!liiiO/DII, /), 0. 

j[('urin~')ol w••l't . ~~·!llllllCd nl 10: 15 n. m., Hon. Hl'IH'~' U. :-iH•n,.roll 
(('huil,lliiU) , Jll"ei;IChiiJt· 

)f~mbfi'S lll't',.;eiU we1<c n"' follows: )J es...,r:-;.. Rtt'a,:nll. \Vi11i1H11~, 
~lf'JK•t•. Fo1" , Ut•owu, Pntmtm. Barry\ Gore.. ~I ills, )lonr01wy, l.vnch1 

KopJliNnnnn. UoJr~· Hull. ('rawforo. Ktan. ~tiss ~IIIIIIH:' I', ~tr~Ji•"'­
Knuk•l. Jlolph. •nd Dew•y. 
Th~ Ctt..\IJtliA:S. The conuuittce wiiJ come to c,nJt:·r. 
\\'.- ha,·e the St"Cretary of the T reasury. :\tr. :\lorJ!'tnlhau. "ilh ns 

thi .. monlillJ,!. 
\\'"" ttl"t' ~h•d to ha,·e him. 
I :t~_ .. unw. )lr. S«rtta.ry. th3l you would likt- 10 1111kt a t-lfUtUif'tlf 

without interruption. 
S'<'l"<'tltry ll01¥)£l\"TIIAU. That is ajtree&ble. 
11u.• C'nAIR)Ii\S. The comnlittee will be glnd to 11<.~le t o your wiJ..hH; 

:.ncl you may p1·oceed now. 

STATEMENT OF BON. BERRY JIIORGEBTBAU, .!11., THE SECRETAl\T 
OF THE TltEASURY 

See•~eut~ ·y -MoHtt&sTn.,u. Ml'. Chn imlllli. 1UHI m<'mlw•·~ .. r th\· t•um· 
mill«.'f', l nm j:I1HI w tebl lrv in lw h11lf of this bill rwt uuly IK'C' IHI::-t• lum 
in nccorcl with its obl'ccti\·es. but nl_f.;() because I Rill cuii\'illl:('-il ur '"" 
l('l"rible UI'~(IUC,\' Of l u:~ prob)(•rll whith thiS hill Wfnlltl ht'lp lU ~<-O IW • 

• \ "' thE' J ~~;iclrm snitl 2 months o~ro in I'OCflllimt"ndinJ.! 10 COIIJ!I''t!ot.q 

"' hill to c'Onl rol twices: 
TVIla)' . ... lll nd. IIJ 'fl'f did In tht t•ltli!'IUC ruunl~ '-•t 191:}, • t Ill•• llf'C1Uuhuc ot 

an lltwranl ~"t'e'V ot 1bt wbutfo pri<"t' !ltructnn-. 
l n the f;~tut and fi~m·f'S alrt11dy />resented 10 thiF ~·urm~littee thtre 

ha ... lwn amplf' ,remonstnlion oft 1e n«Utnt"Y and ume-hn...,;g of the 
Pl'l":!idenf s wanling. Aln~t an,· part of the )>rice d1ttrt JU~HU!<l 
to thi..:committee points to 1he y foe cnnclu~ion: nameh'. that tht pat · 
ttm of price riSt~an the past 2 years is showing an al•rinin.X tlitnilarit y 
10 tht lniC<e UlO\'f'mtnt~ duriu,:t the first 2 .Y~trs of \\·orlt! \\•ar ~u. l , 

In t w lll!'ol wn1· w~ wttited too Jon"'. It wns not unul .\ uj!U}ot l9t7 
tluu ll.u~ first Stt'p ~,·as taken to check price rises. ·rite J..e,·er A~t ern· 
powerau~ the P1~j;01dent to contwl food ~md fuel pra~ wtu; not mu-cr 
tluced until June ll. l917. nnc..l did not become Iii \\' und1 AuJtUSI ur 
tluH Y<'ltr, 

0<7 
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th th:u 1;.11.- 1)14> dou Ullfl' haul ah\•utly be€'n c-lunt'. Th,e general pri<•e 

h•wlland l'i,..•nnmno rJum j.) JK'n't"Ht 1nd the fol"t'f'S m1kmg for fm,htr ) 

111.j1,. l'i..(• .. J. 111 JI.-..·unw !oi• J141W,•I'fu! tlmt tht'Y ~ulclJ~OI be sto)ll>ed. 

.\ n• wt •J.rain 10 ~'·11i1 "!tli l pru"t·~ luw~ l' l:"l'lt H) (lti"CE'nt lx.!f01'{' \\'t 

tnkl' holt! u ud l•ff,'<.' t1' (' ncnnu f • • 

'flw w)1,.Jtosah• prit'l('o"l tJ f f1 11'1H pi'(Hhu.·tP.- hn''" r·•sen, 37 perct•m 10 I he 

p;u.t ,·nr.nud uf duet ri-*. 0 (:Jiel't't'llt h~s OCCUI'~ Ill the l11st munth, 

Allt~fltll ll' '' lilit~ l1a\'f" l'h•ell 18 />eni'nt m tht last .)ftr and 2 )>f'l'\'fm 

in lilt" laH 111uu1 h l'11oue. Situi ul'ly down th~ line: }1~00f18 ure up 25 

l" .. r''''lll: lutlt":- :uhll~thrr up 13J:WI't'f'l~l: t rx•J)('S nt• 2a J>ef'tofu•: hui1d~ 

11 1~ uu•t.•t'i"l.; UJ• 1:2(14!1''-''-'111: nncl <'hrnn<:nl~ Uf) 14 J>el"t't'nt. 

Tht• pul,lit· i" tuuply aw::ll\l uf whut 1r1 happNin~~· Tlw hou!Ot•\\if(l 

kum':t t lin I l",rk t•ltop~ .chRt ~'fl'f :?0 4.'f'l1~s a p•unc!, •.n J t\IIUnt)' .wr,._. 30 

in Vt•hnnll'\'. 3 1 ia. , \ pl'll. 32 Ill )ht\'. an 1ll Jum,, 31 tn July, :\8 Ill .\liS(· 

tL~. •tM1 -1 t'~• IIKln~~u"•nt . n ental i·i...,. of: IO flel't't'lll iu 1hose U nu•Hihs. 

Tlw huuM·n·ifi• knuw~ lhnl t'Jlt.~ h1n·,• rl~'-"11 IIIOI"f than a lhinJ :.itll~ 

.J,uuuu·,·. I lull t'l•ift'i' i~ up 1''""''11 om•· f(uu·th in che sume p~riod. nnd 

aluu .. u~nr nutl fluur al't' nJ• aln~ " fift lt in thP sumP t>tr·iod. The 

h~~uwwt f, •• llh• hn .. im•»IIIIUI. tlw wu;..te ~"rner, 11ml the (;on•rnm('nt 

~·uti ' ' "·""'' all knuw ft'i•tlll lwil' d:1ily r sJ>t'l'iciU.'t' I hat tWi<·et~ lll't! l'hsing. 

· ht• futw ... :n "urk ttl\l;t \ ' ;u~ thr' i>:I.JUt ns th~ lhnt bruul!hl uur 

influtlun~ in 111'1'\'inu~ JWI'iucl:. ctf Wt\1' nr J'("iU"IlltlHWill. )·et the1-e i~ for• 

lmu11t•h· t•ur' clitr('t'f'll("f" in tlw sitmu ivn whi(oh. 1 belie ,·c, cttn ~\'t• us 

fru1u tlit•di:-~H t•ruriullnliun uuw. Tlli~ t ime the J)UblicJtntllheOm·. 

t ·ruuwul :u't• 1tW1U~l' uf wh:tt lutp\~lll'd lx•fol'1' und whul is IHIJ>()Nting 

uun •. • \ lluf II" II!"' :a.bh•. if \H' c 100.,... W lnkto )MIS:ll i,·e. f'fft't•IJ\'(', p1't­

\ 't•H11\'t• llh'liMU'f':- In 11111\'. 

:nu~l i..; " '"'' lht• <'<lllj!l'~~ j ... twin,: u~k•••l 10 •.lu 1otlny. Pu~""t'ltlfl' 0( 

IJH .. l11JI \WUJtilll0 IIUl" IU(ciiiiiHIIII Slf'JI (HtWit11 111 thf" W:\r :lJnllll~ in­

lhll it•.ll,lllt• Wtlr Hll Oil I' huntt .. f1·unt: lht" wn,r clmt IIHhC be fHu~IH •nd 

\\' Uti I r Wt• ~I'\' IH PI\'"!' I \ 't• 0111' .\met'I(':IU hCI'JillfY(•. 

r 

h , .. tnh•, u( t'flUnot'. 1l1:t1 pril"f' Mnlr"'I alon; "illw.c c:ouqu~r intla· 

liun. Thi,., hill tllune t'lllllhlt ~ltlp pri{·t• 1 ·l:.t ·~. lo:\'(•rv g-nn.•t'lliHNH 1lmt 

IJa ... atu•uel'h"'ltn c•hN"k iufhu iuu ho,., fountl1h111 tH~·t /H'i('t' C.'tllltl'uls 

ul• m•: •:nr~11ur lu~ld tlo" 11 tht1 litl wheon thr imoom(J' of t lt" ('tltt .. nming 

J•lll,Jwt .. lll''t't'lt~lll{! :HhiJll{' :UIIOIIIlt t1f ,,.f)O( I.:. 11\'RiluhfC' t O th(' t 'UI\l"tllliC.r 

) ( 

, .. ch ·n>ft .. ill;:. .\ chliliHIIRI :o-lf'll"' otl'1' Itt~..,, I' \ '. 

0 •11' tim···•·mth'llt hn~" uln•ml" t:tk,•u :-nnw .. r t lu-nt: 

' l ) ·.n'\' ( 'un;t"''-"' h1t~ ~~~~~~1. •m•l c htl Pr"t•:oi•lrut lw ... ju:-1 u \'\mwt'tl. 
·'Ill\ full cll""l t..'lh~l ''' nu"(' ntOI't> th;lll ;JI .~ billiuu doiiLu~ of 11 '- ition•l 

,.,.,~'! .. '''·. Tl1i,. i~ u mujur IU.'\'Uiuplh•huwilt iu rh1\ unli-inflntiou ~· lrort. 

lilt IC ":til nh"'fll'h n ... u~huuinl IWJI'1iou o ( thr ill('l't'as---c:l im_"()ll1f"S 1h11t 

• trt· uu! '.a fl~. n~l""'""'ihfco for pri('\1' ri~. 

C!l I h.'' l'l't•:l l-111',\. i"'. f'll1!:t;.'1•d . in n borwwin;.r \II'UJ.!I'nm tl l'~iJ.!U(-. 1 tn 

•• f,..~,rl• ..a •ll runn• u( llu .. rxc-.•,._ mc·nmP. Thruup 1 llu, fln l~ ,,f •lrfPn~ 

l-n\' 111~~ ,h,•IHI ... ;u~tl ~I :UllJl .. clU' Tr(O:t~lll''\' il'i tr\' lt1f! w I'Hll'l'tl\\' 11 l1rJa'f' 

lll't~ J if •JI IHII u( 11 ._ fmu) ... fi'••Jn t•llrl'(•l ll t:O:U•IIIIi,C"t 111{'UIIH.':ot 1'!\lhl't• t)I!UI 

• Hllll hank... In chto po .. t .. lllt•lllho: II, hill ion doiiiiNI: or drf.-u:o4" ... , . 

" '"-:' hurul~ 111ul to l lllup~ hn''t• 11('(•H soltl. 

• •:•• .\ Ut'\\ fui'IH H( l to!ll"flwin~t-tht• ta x IUili<'i i>Mtion nol~hn::l~rn 

TtJotiUt'\"11 •• "'"!• tltt> nhJt'l'l of :tl~·rhin · .. ("()lbllnK"r ir·~•mf'S t.wfmT tht 

I :lit' Ill \\)u,·l· IIH'UIIh' I UX't' "' (nil fh t••. l>. ll'in•• tit~ niOIIth or A ul!UI'1 

111~'1' 1h:m ~~~.~l.•"••.nnOc•f th<l" ..... not ("-. wtre- ..,.,Jd. 11~rbin~ inf'O II'If' ; hal 

1111.!! •I ••llh•• "l"t' h~.· pu .. h1ug 11p pri~o.·t'1! in th,. mntkt"t pin«-. 
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(4) The D01n-d of Govcmorl! of the Federal Re!!erYe S\'stem hllll re­

«tttly befon g i,·t·u the authority to control eonsurner instftllmrnt credit. 

nnd hAg just inc~ased resen-e. requirtmenU of mr:mbtr banks as a 

htt1he•· <:heck u~inat inflation. 
(~) F inally, the Office o f Price Administnation hL• been exe11ina 

r•rl'I'Y effort to control prices through the COO)Wrntion of produ~rs 

.1 nd ron&umra';l. 
Th~ are ehe more importtnt steJ)S thal the Oon~n1mrut is now 

tnl<illJr tn check price rises. But the.y are not enough. 

Jf "·e are •t) OOsu.re of \'ictory in tha fight ngainst inAn1 ion, we must 

Pl'l'l>art fur1her to mcrease ta.xrs. We may hlll·c to t."ttend the ~nera1 

cont1'0lS over l~mk credit!!. \Vc shall certninly h ll\'e to reduce cnpitnl 

upenditures for nondefense needs and widM the Sl! le of defense sav­

ings bonds nnd stamps. 
lc would bl' wise to extend the sociul-securitr prognun to absorb 

purcltasing power now and pa'·t tht way (or mt reaSNI plll'\'hasiu,: 

power nft4!'t the emerb'tney. 
H. will also be essential for Fedornl, S tnte1 tmd locnlj:.'O\'ernl\lonts to 

r•duet nond•f•nse ~nding as mueh u poss1ble. 

1om lnokin,.c forwnrd now to 1m early meeting of the joint commit­

tre of the t1•xmg and approprinling n.gencies o£ Con.grl.'&.~ n c:ommit­

toe thnt has just been c""'ted to study toe whole problem or nonesson­

tinl Frderal expenditures. I hope thnt this committee will •·ccei\'C 

,,.~ltstant SUJ>J>OI1 from Con~ and the ('()Untr)' Jlt lu$.!e. for it can 

moke n l'itnl contribution in rhe. anti·infl11t ionary l'itruj!,:le. 

Wt ntuf:t Uo murh mo1-e thiln cut downput-chnsing JlOWt'l'; we must 

aoto<k the problem from the 01her side. R i•insr pri""' <on aiM be 1'1'· 

tnrded by IIICI'ei\Sing the supplies of goods whiCh do not eom(M"tr \'filh 

<l<lense ueed8. 
\fe are- in a position to do just th1t. ·n,e Gon~mm<l"nt nas in ils 

wJu-ehouses \ 'nSt quuntilies of cotton, whent, and t'Orn. Our ,::r,mary 

clnors ~<hould now be opened, enough nt. least to Pl'tWt'llf, 1mrenJo;Onublc 

vrice ri~. Such a step would be in :tgreemtnt with our tsatblished 

o~:TicultuJYd pnlicy- thf' <wer·normol gronAI'J· 'Rtn·in~t ac<-'IIIIHilatt"d 

>tu<k.s in times o f fo1< pri.,.,., they should bed ist ributed in t in1e• " ' h i~h 

prices. ~ow is the t•me to dn.w on these &upr>lies, both as nn anti· 

tnflationur\' llH!tlSUt<c ond usu p•oepn•·ntion (ot' l't'plcnishinJ.{ them if tluu, 

.hould Ojtlltn !Jerome n..,.,...ry. 
The ronerpt of 1111 e\·er·nonnnl ~rnnttry which cull, (Hr a l'Ont m l 

u.f .ralHn,a ftlrn~ prict"s. ~u;\~ to Jn(' to ('nil ~unlly fur c.orUI'OI ov(•l' 

rNnJ! (arm pr1cs. Tins b•ll. howe\'\~r. sveciOO.lly """rtl"IS ~he au· 

lhnJ'ity uf th~ Jll'ire·Conti'HlnchniniStl'nt ion O\'t r fn1·m prit't"S. That i! . 

1 lx-He\'e. th~ major deff"!l•t or the. bill. I ~tron~l~· I'N't•llltn{'tlt) thlll. 

1hil" inflt:cibilit\' be 1"\; tuO\'NI in thf' intfl~ of the ;Utuck u\>On inOrttiott, 

in thtt intct"(>fl [,(the toiiUltln l-.1 of li\·in~ of mtr l)(lOJII!!, 11m in the Jon,:· 

nlll intt!l"'ftoot too Of f~trlllet'S I S well. 
I nm not disturbt.1tl b~~ the ~tener:tl lent of ol!f'iculturul prirest now 

)H'\,,·t~ iliHJ!. hut I n111 dNJ)ly eoiH."'N'IlNl nbmu che d1m~cr th:tt DJl:l'icu1· 

tnn•IJ•rices will continue tori~ e.s they dic.l in tht \rorld \rm·. Such 

I) t•is€" \\'Ott)() lmSten srenern) inf111ti011. W()U)d rl'Strit"t thf' tot:lfldltnl Of 

lh·in~. and would e\'tn intf'rff'rt wi1h the htnlth nttd moralr c.f our 

people. .\1ul it ca1mot be reptRted too often clu•t in the lcm~ ruu 

clte wor"'l sufTe•·e•'S f1·wn inftnt 1011 ore fnrme~ th€'mSC"h'""· .\ rcer the 
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futt World War inflation, agriculture Wl8 the budeat hit and tbe 
olowflll to reeovtr. 

It hu been ~~~~ during th.,., hearings that this price-cont 
bill .hould indu<le a etiling o<er wagea. I showd like to go ::: 
reeord all not sharing this view. In fnle countriea labor is not 
eommodity, human beingo al'll not pro1>erty; and tloey should not ~ 
treated 08 such. 

I fully •ppo...eiote that wa{!e8 olfect the cost of production and tbt 
1!"'""'1 levtl of prices. B owe<er, l feel \'try definitely that if '1\'e ... 
on the one hond ke<J> the oost of living from risin& and on the oth 
hand impOt!C ndt!QUllte tnxes on e...'tcessive profits, t\teu we will ha~~ 
I'CJII0\'00 the mo;o•· cuu~s for de.mnncls for gcue•·aJ W84(U inet'ea8el. 
Fm·thcrtnOr(l, it IH wo•·th noting thnt the mttjor portion of oua· dofense 
industri!'8 tC)(l!•Y ,is ooveo~l by. oolledi~o·bnr!l'llining eonfraehl and 
uuh~" ldt•u·p nsc m th~ to~-t of )JVmJr l8 l_!kely to upset those eont'rac:ts. 

1'wo w'"·k~ a,(!O ~ snod 11t t:Jostou that ot was folly for lobor lesde,.. 
to 8l"'tk eontmual m~renses an wn~ lwer_y few month~ nnd that it 
wa• e<JUally •hort-soghted for fam1ers bu•ine88Jtlrn landlords, 0 
ba!oken1 to acek to ext>loll the pr('S<)nt nbnormnl situa

1

tion !or selfish 
gam. 

If we provide etTecth·e prke oontrol and adequate ~proftt• 
tuatio.n. ~nd i f it •hould later de<elop that wage rates al'll not beina 
ket>t wothon bound!l. we shall have to consider otlier measurtS. As ytt 
howe\·tr, I 1ft no nectSSity for them. · ' 

U.fore do.in~, I .feel it my particular responsibility as Secretary of 
the Trtto.ury to pomt o~t to you. the sr.eeial intereata of the Goven1• 
ment and t!•• T~sury on otoppuog proces from rising further. 

_Aa the !\aucm ~ largest pu-rthase.r, th& Go,•ernment is conoerntd 
wotlothe problem on a very direct way. CongroM has olready appo'O· 
pnnted ,more than $/JO)lOO,OOO,~ for defense, nnd the end is 
n<?t yet "'8>!!!•t: The rose in proces which h11a alrendy token place 
woll t.~ uo ~olloons of dollars. If prices are nUowed to behave as 
they""! durmg tho W01·ld .War, we may And thnt out· defonllO 1ro· 
gnom woll COflt us double wothout giving los a single ndditionnl

1
gun 

or ~limo for thut n.ttra ext>enditure .. 

1 
\ e n~t ~"'(.are the Nntton's largest purcha~ll' of goods, but we aro 

l>e Nntton 8 argll!'t.emplo~·~r. · The Government now employs near! 
oru-'. and a half mt.lhon cwdtans in the executive departments, with! 
Pll> r,oll n,ow .nonnnog at the m~e of~ billion do!Jars a year. A aub­
~h~i~~f::il~t~e oost .~fthhvmg ~ilf roise for us 18 an employer a 
· 1 1 pe~o e rtal moomes of our employees to be un· 
=~: rt< n<ed, or to mcrea..oe still fu!lher the pay roll that we must 

~!.f~~yappl....,ilatt ',hat it requi.res coura~ on tloe part of eoft-tO ..-- ,. bn:. t a ways ...,,....,. oouraf to b k • ., . .,.., 
P
ri-. 8111 if any 1~ · ·-.t be 1 rned • r,ut ra te on nsong 
sh Jd be · ""'."'n IS 0 ea rom t >e record of the post :~- ~ tha1

1
111flatoon is ine>'itable in times like theee unitES all ol 

~ngreilll, t oe enc:uu,·e de""rt:m •• d th 1 • . aU fronts and with all the stre;- b •d.., an e peop ~nght ll on 
We •hould I.'" in 

0011 
gt an couroge at our commo.nd. 

onlr. ocoomt>anied b, :;:ro f~·~'ebkn~wledge that inftation is not 
evi & We •hould n.?ver 1 us. 0'' ut IS followed by even greater 
followt.od by d~ftation anJ~.~~f~t o!dthe fact.that in flation is always 
harder ollld" lot more J>ainf I the robe down!" a 19t l~nger. And a lot " an I o short ontoxocollng rode up. 

) ( 

9111 

Afttr all, thit qutetion o f inflation is one that goes to the ~ry hMrt 
of the ~at asporasiona o f the American people. An uncontrolled 
price rise now would endanger the fruits of ?"'" hard-won p.....- of 
many yMr& If we lac:k the .-ry .....tilon and coura_ge now, we 
rshall place multitudes of American farmens, 'II'Orken, and Oo<emnMint 
enJplo)- at the mercy of th..,. whom I have called "the th,.... boree­
men-the speo:ulator, the profl~£!nd the boarder." 

Every hUd·woM<mg and th~.nl man and ,.·oman in the United 
States has a di..OOt pert10nal stake m the suC«lSSI of the battle againllt. 
inflation. I rt!,'1lrd it as vitally important for Congrt'l!ll to paM this 
bill 11Dd p1188 it promptly. 

Thunk you. 
The 01lAIII!IIAK. Now, Mr. Morgenthou will be slad t.o rt8JIOIId to 

anv questions tha~ the membel'l! may desil'll to subm1t. 
~lr. WILLIAM& hlr. Chainnan--
The 0nJoJIDIA1f· Mr. Willialllll. 
Mr. WILLIAM& Mr. Secretary, I think tbst we • .., all ·~ that 

the time has oome when eome very stringent action muM. be taken 
reg11rding tbie inlbtionary pi'OIIIem. The difficulties, it eeemt to me, 
that confront the committe& and that will confront Con~ u a 
... bole art, first, the question that has been raised here, about which 
there seems to be a difference o f opinion, as to whether lteislat ion 
l!bould bo waeted with refemoce to selectiv&price control onr certain 
comonoditiea that g6 out of line or whether d•~ should be a ~~rol 
ceiling placed as of a certain time on all prices. The latter plan, u 
1·ou kilow, hl8 betn advanced by the leader of that theory, Mr. Baruch. 
'l'he altemath·e io, u I 6lated, should we follow the pobey outlined in 
this bill, which u I underst•nd it, is to take selooth·e oommoditii!O, 08 
they l!"l out of line oa t.o price, ond try to regulate and oontrolthem as 
those conditione: arise. 

Whut is your view on that qnestion Y 
Secretory Moll(l•NTHAU. l\fr. William£, we in the 'l'rensury, beliove 

thot themi><lt work11blo w11y i• outlined in the bill, namely, the ~elective 
method, ns you jnHt described it. 

Mr. WtLtJA>••· Tho next question o f great difficulty is the question 
of farm eommcxlitit.H. Now, ott I understand your sto~demeut, you are 
not in Rl'COrd with this bill on that question. I s tbnt corro<t t 

Secretory MootOP.NTilAU. That is right. 
Mr. Wu.uAMI. In what l'<'!pect do you think that this bill does not 

meet that eitulltion t 
Se<Ntary MOIIO&,.'TltAU. As l understand. it sets ogricultural l>riees 

otr to ont side, and I think that in administering thiS bill, whoe~r il 
in charge of it should have the samt right to rue pri- of agTicultural 
eoonnwdities, i f they get out of line, or get above parity, ll he should 
do with nny other ('OIJimodit). 

llr. \l'ow•>t& Would it be your idea to interf~re with any farm 
commodity price th•t WA8 below l>"rity1 . 

Secretoory Moll(l•l<TUAU. Mv position is the position that tho P~•­
!l•nt took on his veto m.-ge: Jf you eare to I ~ould be glad to rea~ 
ot, becAuse l o•nnot lrtato it nny better, or, in fact, as w~U as the Prea•· 
•lent did. It is very short. 

)[r. W>LtJA!IIs. I think t11ut it might be w•ll tn hnve that in tho 
record, if you ruve to r•ad it. 
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&<ret.orr M ... cxTRAO. The put that I re~.,. t.o ia in his -~ 
on bill H. lt. 6300. I am quoting now from thtl -~: 

Tht trOll ot 1M achal.nbtrotlo•:f• aptroltunl poti(J ,. •• MN Jllril.t Pl'be tor 
I hi> tanntr~~. and tbbl bu bttD MU'PCed b7 l.bt prodUC~tN. I he tOOeu•era. ud tate 
~ •• talr •nd 1"810Dttble. J do Ml ffti tblt flnMrl WOUld ..._ tbia 
•«f''llli i'K't ctt-1~ br ad:IOD clelf.gutd to to_fft prttet abo'ftl .,.,..,, t.b.I"'qb lbe 
arbftmr1 wllbholdlnJ ot Qo\'ti"DJDeelt~nfd •tOC":ka ftvm rhe DOnal\ dUiootll 0( 

tra<t. tnd C'Ottlmtrt't. 

Mr WruJAIIB. Then, •• I understand your poaition and the Pros;. 
dcnt'i t her• wnuld be no desire to have price-control legislation inttr. 
fere ,;itlt the A"n•ral policy '!hich h•• •.h·eady boon worked out by 
Con~•·o8JI to l'>lobl i@h paritY, prtces f~t· ngrtculture Y 

H<>crrttu·y i\fonor.:~':'J'HAO. That ts l'tght. 
Mt·. Wt~J•••••· And it would be only in c~se thCM!C po•itt!l ro.e nbove 

puo·ity thnt the l>o·ice Administ111tor should tnterfere f 
&><returl' Mo•otNTIL\O. Tl•nt is my feeling. 
Mr. wu:.....,. •. This bill, as I unaet;ti!Jtnd it., follows txactly tbot 

principle, except for the 10 percentndditoonal rose. 
Set:,ary MollOP.>.'TIIAO. That is right. 
Mr. Wou•Axo. You think that tbat is not wiee t 
Secretory MOIIOI!.''TRAO. Well, this parity has been worked out by 
Con~ by tbe President, and by the DepertrMnt of Agrieultu~ 
and tt I!Hm• to me tbat it is what we might call administration poliq 
and on mattero of that nature I om more than willing to go ah;.d 
with tit• adminitilration and with Conj!Te>$. As you pointed out, in 
thi• bill the,.. is a provision that prices on agricultural eommodititS 
may ri .. to 110 perct.nt, and :t is the exfrn 10 (>e.Unt that I object to. 

Sir. \VnnA>IO. Now in the Ol'er-all ceiling policy advocated by 
110me thet·e i• invoh·ed the qu.,tion of the control of proAto, along with 
eve rye hinjrel"<l. This bill does not pro••icle for thRt. 

Seel\•tary MoaOI!NTliAO. That is right. 
Mr. Wn.o.t.IMO. Exoot>t insofar ~s n reasonable and a fnir price is 

fixed on u COIIllliOtilty, and, Booordmg to the extent to which tlulL is 
MIIC<I'I<IIfully ndministered, profits wtll necCSSttrlly bo reduced to a 
N'II!OnJtblcottul otllot·mnl b&sis. will they nott 

&<-N't•o-y Moao•><n••o. That is rigltt. 
Mr. \Vtu.t.uts. Now, in those eases which CAnnot lMt reached under 

thel(enrrnl policy provided for in this bill, and there will he thoseC1801!, 
bow do you !111:~'0& that we <an reach them I 

Sec~t~l')' M'!""El<TUAO. Well. the only way that you can reach them, 
Mr. ~I tlham,., •• t~gh anot"!er tax bill. We have just finished one. 
We on the Trfasury. on appeanng before the Committee on \Vavs and 
~leon., h11·e presented our viewpoint. We felt that we woill.l ha<o 
hkfd to own the'!' go further on the question of exetee profit$: but, 
aftfr at. I .. ~e ~,.. JUS! hu·ed men. and we pn!SI'nt our l•ie..., and the 
rMponsobt!oty tS youro. 

Dut l stt!l f~lthat we are going to ha1·e to have much more strin~nt 
laws affectm~r tx<t'S8 profits before we get through. lf we are going 
to ask e•·erybodv else to be on,.Ulsh andpatrioti<>-the farmer the 
laborer, .the ba.nker, and everybody elS&--1 think that the owne;, of 
COri'Oratoono woll have to do likewise. 

Mr. 'Y•u.•·~~· DrieHy, whnt is your plnnf Wltat. do you h&ve to 
~'ir};!l8t on ~ddttoon to wltnt we already have, in addition to the tax bill 
"lueh hill! )ust recently ~n passed I What method I 

Secretary MOIIOD'TIIAO. Do you care to hne"" go tnoo thot tech· 

·~~!irtu.~Allll. J do not care for that; but if you can, do it inll"tl('ral. 

ancl brieRy. h' l 1 
s..-reoary i\{QII08lC'I1tAll. 1 <an tell 1ou my """! p • oeop 1y ''Ul' 

b • n J think that in timee like this, of • corporauon earttS6 petttnt 
o~'i,/;'n,• .. ted capital, it ought to. be satis6ed. I think tha! o,·erything 
01-er ami above that, of coun~t, wtth ~b ez~pttonsu equoty calla for, 
•hould IZO to the Oovemmen.t unto! tbl8 ~gency has putied and we 
"•""· paid fo•·these utraordinary expeuditttreS: 

Mr WIUJAMI. You me•n that they should stmply he allowed o nnt 
inoon;e of 6 pet'\.'el\1 011 the iowested capital, and all abov• th•t•houl<l 

into ohe 'fi'Clllllii'.Y 118 exc- profits! 
1{0 s.<-reuu-y MOHOIIIITIIAtl. 'l'o pay for th..., unusual fmergency •• · 
penditunlll. · . 

Mr. Wun.<KI. You have upreeeed yoursolf m your statemeo,tt on 

1 
h~ quest ion of labor. You are opposed, I unden;oand, to lllactttl( a 

ceiling on wages. . 
S«:retary Jd-ll<TIIAO. Yes, Str. 
Mr Wtu.o.<xa. You havastat.ed,asl undemood you, t!tat.ofcouriiO, 

labu;is not~ commodity in tbe.5ell9e. tbat goods at:", wh~~ j.ooodl you 
n regulate and control by prwe measures· and, m addttton. to that, 

':. ltll·e the co1111itu1ional provision, whicl. molll. people tlttnlt pro­
hibitsany kind of a fixed.ltanl·bound rule concernmg a wa/(t 1<hedule. 
On top of that wt ho1·e, through the years. derelo~ a J!Oh<y COt~"!'· 
inglabor just u we ha,·e concerning agriculture, whtch tS exp...-!111 

I•Jiislation. 1 h' 1 · 1 • t 6 
Is it your view that any atte.m,Pt on the part o t 1.8 eg11 auon o x 

• ceilinj: on wages, or to eetabhsh • prire or a wajlt .liCll~ule. would 
interfeo-e with and S<lt atido the policy of all labor l•goslatu•n that (o.., 
been pa!!i!ed and adopted throu.gh the past yea':!! I 

Socrctnry MooOIONTUAO. I •grce entirely wtth "•hat .JOlt ""Y· . 
Mr. Wn.wA><S. For th•t reason it would br impo88\11l• to ••tnbh•h 

u ceiHng on wag~t . . . 
Secrelary MonOflNTUAll. Impossible and. I thtnk, undc~ocr•!"~· 
Mr \Vn.LtAMI .t\nd if our Constitution is what w& tlunk 1t HI, on 

the ,1;testion of i,;,·oluutat·y oen-itude. it could not br t!on• by Co1nll~ J 
SecJ-etary 1\fOIIOONTUAll. I am snre that you are rtglu, but 11011< 

ha,.e to IISk a lawyer that. . ~ fl 1 d 
llr: WILLIAW.I. Now, of course, we all renhze t~at t ... e P n"ln 

mo.woary policy of the Oo1·emment plays a '' t.!Y 1tnptt11ant pa 
oltis que81ion of priceo~. You ha~·e already menttoned the tax n~tasure 
"hich hiJ already been pai!ISed and the loan policy of tho Go,·emment. 
1 brlit~·e wu Slated that some billion and a quaner of defeu8C' bonds 
hatl al....,(ly been sold. 1 • 

What is tbe outlook along that line for the fllturet I~ t.llt moht· 
m• nt being acctle111tedf lti there being an increa~ acttvtty, or IJ 

it slowed down ti0nlt1 • . • h 1 •ed 
Secretary Moaom<TIIAll. Mr. Williams, lD dol)a111 tt •• •,~i:, 

down. but w• htll'e hod exp<!riente ><ith th~ Untted Stotee 1~ hlli 
bonds which we have sold foo· ctbout 6 years pr~o•· to May I,""' tn 1 t 
"t>erien«l we 11lways found thot in August and September om; "h •.j 
slowed down •• against the previous months, because the llllOJl r I. 
!<One on their holiday "'"' tbey spent 11 lot of their money, on< t tey 
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did noc hu·• much left after the holiday for savings. I simply r .. 1 
that. we have the snme s:iwation right no"·. 

In the short time th•t we have ~n gomg I have been very much 
1111cou,..g•d. As yon know,the•'ll•re two schools <?1 thought obOut thi1. 
One is the volumnry way, to get, IX.'Ople to set as1de .so. much a month 
fi'On1 their saving~ or thcar eurnmgs, ond to mvf@t 1t Ut theee bonds· • 
nnd the other way is whnt theiX.'()ple cnll forced savings. ' 

111&\'C been convinced thnt we cnn do it the ':oluntary way. and froJn 
tin;t.band information from acl!lally contactmg tho ,.orliing people, 
which 1 did last week, and 111\'ellllg them faoo to faoo nnd explaimng 
what it is all about, t alii l'lt i.Jiod that the response from the wage 
ftiMK•rs of tho country will stHdily ~'l'OW. 

In the ca..~ of our 81\'ing 11111npo. they hue shown a very nice in. 
crtL .. each momh owr the p.-ling month. When YO)l consider the 
11hort time thllt we haV"t lx~n jlOinJrand that we are domg it tht dif .. 
licult way. with no quota•, flO l111llaboloo, and oil of the l!Ort of thing 
th•t was done during the World W•r, I think you will ngree thot we 
ru-e on the right track. 

Now, I Clln turn nrourul oncl lmve quotas for ench State, for ench 
town, for cllch oount,y, nnd do wlut.t. wRs done in the last Will', And then 
havetbe bonds go down to 83, tho w11y they did then, ond havo a lot of 
J>OOt>lo '"'lling them, who took I hem because they wel'tl prnetically 
forced to. & that I think that we are foUowing the better way of 
doing if. Taking it as • whole, and sooing the response that we hne 
had. r think that we are on the ri~tht track. 

Mr. Wtw.u•& What do you anticipate, if you ha¥eeetimated it will 
be thooo Yles during this ffscal yearf ' 

Secretary MoaoE.,"TB.<u.' Well, I am not very good at foreell!ting 
Mr. Wn.uAX& In view, of whot has hap~ued and what your ~ •• 

per,ien<'tl has ~nthus fnr'with them, up unbl June 8(1 of next year. 
::il"!l'<!tary MoiKlr.~'Tn,,u, l i111te to forecast but I would say that we 

ou~~rt. to u \'Cragc a min}~mm. o~ $300,000,000 'a month, and it might go 
muc!•moro Jhnn thnt. ,I !••• !8 Jn•t f01· the stomps and bonda. It doee 
not. aru.:lutlc the rnx-1111r rcrpAiron notes. 

Mr. wu .. IA>!S. Jleforo t ~t to them, you spoke of forced saving. 
Secretary Moao!~'TIIAU. Ye~. 
Mr. Wno~.Wll!. Hu tl111t 1>lan ~n eeriously considered! 
Secrotary MoiiOEl<TUAO. Not by us, but it has been discu89<'<1 \'fry 

f,...ly Ill the """"PIJlfn<, and I think that there are oome peop'-
1 kno\\' tJ•at I here are ""'!'• JltOt>le-who would like to see it dont. 

Mr. n ILI.UX8. What as the gen.rol plant 
, Secretary MOIIG."''<nt•u. We would lun·e to get legislation whi<b 

"<>\''" n~ake 1t ohh,:;atory.to h•••e a pay-roU deduction the amount of 
wh1ch "ould be mvested tn Oovcrnme.nt securities. 

Mr. IVILLIA>IS. What nre you I.'Oing to do with t.hose who nl'tlnot 
on n t>ay roll! 

~/"""'"''Y MoRoENTnAu. It would be difficult to rench thom. 

1 
· r.

1
Wn,uA""· It serms to mr thnt if you started on enforced plnn 

t~•,t. 1 •ere ought to he some kind of n metlaod devised by ••hich everr: 
uuuy could he retched. 

Si'<!retary Uo..,.,.nrAu I "If: w'th Th · f ·•· 
many things th .t 1 d ·1.k roe ' you. u IS one o wo rr a onot · ·ea tit. 

~ ~· -~~IU.I.h •><& Now, u to the tax-ant.ieipation notee tha~ you 
menuo,...,, ow many oft"- have you l!Oldt 

s.crecary M-.cH'J'HAU. We 801d1 in .August, over a billion dollar~. 
Tbii month 80 far, we sold about tlOO,OOO,OOO. It is a little d.illleult 
to tell whal it will be, beeause the COI')lOr&tioua who hove ~~~ the 
principal b~Jl'l'l! '!'•it ~til the lalll. few daye. They did in August, 
and they wJil agam this month. 

Mr. W1LL1AK8. Who ha••e been the principal buyers, If you bavo 
any partlcul~r cla1!8! 

Secrotury MoiiOENTBAU. Well, it haa boeo lhe conlbrations, large 
and small, who have the money ill tlle bank, and tftel are alad lo 
im·l'l>t 1 hem in Uniu.d StateR tlx nota aga.imt nest yeor stu.,. 

Mr. \Vu.LIAJU!. 'There are dilrerent el.- ond limitations on thoee; 
are there not f 

Secretary MOIIOL'-nuu. There ia a ,.ri.,. A whjch you can bu)' up 
to $2,400 for 2 years' taxes; and the ,.ritll B, ou which there IS no 
limitation. 

Mr. WrLUAxo. And those larger ones are the oneo that the corpo­
rations have been buying, I 88Snmet 

Secretary ){oa<WITBAU. Yea. One corporotion bought up to 
$200,0001000. 

Mr. Wuo~.IAlls. And th.e nt.e of retm·n on tl>oee is considerably 
Jower1 

Secretary MOROENl'BAU. The rate on the eo-clllled seriee B is ju•t 
under one-half puoont, and the rote on aeries A just under 2 percent. 

Mr. Wn.LI•xs. I want to ask you now "'hether or nO(. there baa 
hten a \'fry muked decrease in the exceM Federal reaen-eo in tho 
benks in the country during the last few months. 

Secretary MOIIOJil<'tHAu. They have go"" down about one billion 
seven hundred million. They are down to just above $5/XX),000/)00. 

Mr. W~U.LU<s. :U there any connection between ibat and this 
defense·bond buying p~ t 

Secretary Moaoz:NTII.lu. Some relation; Y""' 
Mr. WrLUAM.I!. That is one cause of it1 in your judgment! 
Secrouu·y MoROENTHA'Il. Yes. 
Mr. Wt1.1.1AX8. What is tho otJ1erl 
Secretory i\foooESTHAU. It is the inerensed use of many, increASed 

•·irculntiou, and also our selling thelKI tax-anticipation notes, people 
buying thOI!O and withdrawing ll>e money from tbe banks. 

Mr. WtLUAlltl. Would there be onJ connection between the reduc· 
tion in the reaerveg and the increosed volume of circulating modium f 
But before you antll\'er that, there has been a ··•ry great incrnae in tl1e 
amount of money in circulation, has there not t 

Under Secretuy Sm.L. Yes. 
Mr. W II.LIAXI. In recent months. 
Under Secretary SE.LL. There has been an increase of about $2,000,· 

000/XX) in the last year. 
Seeret~ry MoROIIN'l'HAU. 1 have the flgt•res here. :&tween July 1940 

lind July 11)41 the currency in cireuhatiou went up from $7,888,0001000 
to $9,782,000,000, or not quite $2,000,000,000. So that would explam a 
good p•rt of it. 

Air. WILUAXI. That would partly uploin why tl1e exceoa reeer.·ea 
have done down t 

Secretary MoaoZNm•u. That ia part of it. 

• 
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Mr. WtLLIAHI!. Have you the flgltres at whioh our 8XCCM rtoervl't 
w~re at rheir hij~hi'St. po1111 , ond J do not h&Ye the dote of that, but 1 
think you have ot there. . 

Serrf'lary Moeor..,'fJUtl. h was aJ>oo.t w No•embtr 1~1 ~~~ they 
were jusl undtr $7,000.000,000. 1 will put the exact date tnto thO 
...... nl. 

(The hi~th poioll was ouehed on October ~. 1940, when the,._..,. 
"""''' l'l'S 8f<K~I Ill $6,9-10,000,000.) 

Mr. WrWAH8. And,ut rhe present time. what I• the amountt 
Serl'l'lnry MoeoE:<TrtAU. Just a little over $11,000,000,000. If lmay 

1 will pur exact tgures in I he N'COrd. ' 
(On S.J>ttrnber 17. 1~1. rhey stood at $1l,2.W.OOO,OOO.) 
Mr. Wtu.r..JO. No..-, the Board has jo!!1 no" inc.......t the I'Ot!tl'\'t 

rtqu i "'""'" tsl 
!'iecl'f'IIII'Y M()tt(ltt.'"Tu.u t. That i;.c right. 
.Mr. Wu.t.tA)fll. Up to rho limit! 
se~:rctttry MoJt<IE.'OTJJ,\U. ' rhat. i.M rigbt. 
Mr. " ' n.uA.M& You, I supp<~t~e, were in consu11ation with them re. 

f.'~'rclin~ that maUert 
Serrerary )lolluNnuu. Not only suppose, but we were and , .. , .. 

been in roru;uhalion with lhtm now for quite a lorlJC period. and 1 wu 
delil!hled rhat as tht resnh of ir I he P'ederal Reotr•e Boa.rd and the 
Treasury &1\~· eyt tofl'ye ttnd (•ould make u. joint lltatement to the public 

Mr. \Vn.t.I•\)Ul, Ynu ha,•e now reached the limit under the. Jawt • 
Seci"NIH'Y MHJtOHSTUAU. Tllut iK right. 
Mr. Wn.'a~rAMtl.. Jn your jnd~rnrnt, dO you think that it wiJ I be nfret'l. 

.... r1ro ,.,.i.., thooe requiremenr.r b~ l~wt . . 
_:w,..r•ry Mowa•snuu. Mr. W ilhan>S, do you nund tf .I just toke a 

mmur• to .... d a •·ery shon Slarement wltieli the Federal Board and 
the Treasury gan• om on rhal. point I 

Mr. Wu.u '"8. 1 would be gl&d to hove you do eo. 
S.Cn:rury Moft~FJ.'<TBA.o. I would like to do thrll, if I nmy, becall!ll! 1 

lui of tune weut mto tlusstntcment, and I wou ld ruther read it 
Mr. Wn.r~,u.•"· That is eu1irely N tisfaewl'y tu me and I ~lune 

to tht <'tmtmlltef. ' ' ' 

.. Serretary Mott<IE><T'f<Atl'. 'nt•t "'OS a stat•mem iS8lled last nigh! 
)Omtly by rh• Federal Rooon·e Boord and the T reasury. 

In t'OMfC'ftou whb u .. anion taktn rOO.r bT thP Uolrd ot <ro-..eruor11 ot fM­
Ftdf'r'll l\t'tltrnP Nr-tttm to lllt'tHJiil fYJJtM'f rt'Qul.ren~m., I he SeeftlarT or th • 
'rMiliurr Aud lh~ C'ht~lrnum ot U1f' lloiard lMuM the ronowh1~ JJftltement 111 wbtth 
lht• f~1nl ••f Ocn•t•rtl1)nJ rot_)('UI'S: 

. ''111~' '!'r.•UNUI')' II lUI 11\C' l).o,ltrd (If (IUYl'r·IIC!r~ Will ('01\1 ltutll 10 Wtlttb tb~ n."'IWtiiiC' 

~<lfutlllnu tmd h• t'OOIII'mli• with olb t•r tlk~tK'lf'lf of tbf! Government In their eiTort-. 

throUJ:It llt'lorllh•-. n liOC'aiiOn8. tlrk'P n•~~eultttlou. and othPrwlw. to ftgbt 1uft"Hon. 
HMnl'lnlt"UihtUon" on lht' QtW!CUOn ot whtlt atktJUoual 1~"'-

This is tht qu~ion that you are- atking ~ 

.. RfC'Onamf"'WW•tloiUI ou the 4UI"'Itlc~a of wtuu addHional ~wert. u ••'f· o'l't1' 
~nk r1"1!(!t""r..,_ lbto llolrd 21bould u ... durhla tb• Prf!llt'1H t•wersency aud wb#l 

1~ 11hPllr• J"llltrtnt AhouJd '"ktl will ~ nli.Hi e whene\'tr rhr Tretumry and thfl 

I 
N .nftt>r fttrlhrr t~n~Juhnl lon , df't l"rmlue tbaat IIUC'h fltllon lA 1~rr to ht•l11 

u (."'illhlllhtr lutluthumry dN'('IOf)nlfflf-.. .. 

I 
Mr. 'Vn.t.tAMtt ' Vi1h thttt inra•eue in I'CSe1·ve t'(l()Uirtme.nls, whAC will 

I oat lenw rlr~ <'Xett!i! resen-... at. atlhe preoenrtimef 
S...retary l i-.:>•TR.ID. About four billion 

Mr WtuJ.•M&. I understood you in your· Ktntement to make ~ibly 

00100 'recommendation or sui(J!08tion •bout further gtlltral eredit con· 

1rol by the bo.nka of the country. 
SocrotarY M...- illAtl'. Well, I put it in my "!&t-t boeawoe I 

ftlt that it would let 'fOU seutJemen lmow what""' m the 1'ftuury are 
thinking about, and of th111 situation should become o,ggrantod, after 
,.,....,ful consideration with the F ederal ReM"" Board "" might want 

10 ask you for additional powers. But ~ht at the moment we do nc.t. 
· Mr wu.u•KB. Would you care ~t lhte time to tell ue in ~nero! 
whar.'you have in view, in C!'8'l the necoeeity sl!oulll; ariee, what form 
or what kind of ~nero! cred1tcontrol you ha"" m nund l 

S.,.,retaro Mooriol:IITIUtl. I am not prepared to do that, becallllll I 
would gy ihat it it olill in the stage o f totudy. 

Mr. Wn •u11s. You endorae folly, do you, the action o f the Federal 
a-rve Board in regulating irurtallment buying credit t 

Secretary MoaOENTUAtl. It not only hos our eodo111tment, but the 
unclcr!!1•nding thut we have with I he Board is that before they get out 

""Y rei!Uiations, they will consult us. 
Mr. 'WILLlA><O. W ould you ext.,nd that gweral poliey of inetaUment 

buying to real estate and homes! 
Sf,eretary Moor<W<Y~~Ato. Yes, I would. 
Mr. WILLIAII•· In other words, you would reslri\" the omortizat!on 

plan by whieh homee are ooing bought, and for whoch loans ... bemg 
made over a period o f time in order to finanee the bu1ing of a hom•, 
just us loans are m•de in order to 6nnnee rhe buying of an automobil• 

or of a refrigerator! 
Secretary 6foaom<TRAv. Or anotl1er way, which I think wou)d be 

a Jiule bit more effective, would be to 01k the man who Is buymg a 
hon~e to put down, u a down payment, a little bit more eaAh than at 

preeent. • . • • _, 
Mr. WnLLuo . That rs lbe same pohey that IS apph"" to install· 

m• nt credit buying now. 
Secretary Moaoa n<Atl. Yes. 
Mr. W1J.LIA118. You would ~p-ply, in other words, to ~ho home· 

financing problem the ••one pnn01pleto thot yt>u ate applymg to the 
financing of the buying of home equipm~nt I 

Seeretary M......,.'fttAtl. I think that it Abould be. 
Mr. KuNUL. Would you yield, Mr. W illiams! 
Mr. W11UAX11. Y ee. 
Mr. K ONl<P.l. Do you fnvot· restrieting the present liberal payment& 

ol F'. H . A. loans for houees1 
Seco·ctury Moon!l!M'H.AtJ. I th.inlr thot tlte terms of the F . B. A. 

should be given eoreful oonoiderall911, and I think that they could 
1·e~· well be tight.,ned up. 

~lr. WIILIA»S. What do you have in ntind with reference to on ex-
tended eocial.-:uriry pJ'OI!IUI1 . . . . 
~retary MoiiO'ON'i'IIAtl. A.gain, Mr. W tlhams, the So<oal Seeunty 

Doard is studying rlrat, and so ore we. So it is in the i!tudy stage. 
But I think thar one of the phtlliOS of social "!"'urity oould ve!'Y well 
oo extended, and that is the unemployment msuranee, ft!ld, 111 con· 
junction wilh the Social Security Board, we have been llltk,rnga stu~y. 
I Jra,·e gone into it far enoui':,!o feel that if , lhrouglt eocral eeeuntr, 
we could withdraw money cireulation at this time and 9,... tt 
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for lhf' JM'Oplt .,_.,.in~ that da~· wh('~l pe-ace rom~. che. rhangt·over 
ft"'O . our 1,~·nl &iWJtion co IJeAcetuue u·ould be cu.Juoued by the 
~•,·i'•~~,.,..lluu tould bt Rl as-itle for that pu~. 

M w ............ I think thot Wt .u •we<' wuh your lltll.fnltlll thot 
.,~,.:· ~huuld lw .... far as possibl~. an eneourageme.nl _gn·en to in. 
rretbC'CI produt·lion. aud you mtntwned 1t means hy whtch ''e could 
tlu '''"'· ttnd lltut woulcliJe to .-.lease some oft he f!tarplus productg now 
in ;..ton•J."-'· \\,hill uhout en<'Oltntpemem of some ~md or ch.nrttcttr to 
hu,.iii(':-S iutlu .. lr\' (ul' the pl'()(luctaon of new nultet·mls, t8(>eemlly chrse 
~<Ulttllt·r hu'-illt~.M·:-;? . • 

St·<·r~1·tu 1·y Motulr.STIJ.\U. For yeurs I, h:wc hecn 1n fnvoa• of doing 
I'I(HIIf'lhiujl fttl' tltt• MJ"cnfhlcl ~111:t ll bu~ane~mnn, nucl Sf) , fu t· I think 
C•\' l'I' \ 'IHHI,\' hn'l l•,'i 'lllo411'1 of !iluulow IJo:<lll~, !"~ fua· llS lhnt. ,l8 CdllC(!I'Iled. 

~r'1·, Wu.t.IMitl. II N"l'llHI tu he ~alhm· c.tlfltcult. to g~t a·1ght down to 
~UIIP p1·u<·l i•·n l rn·uJ"~"il i?n IJ.': wharh 1 hat can ho clone. 1 um wonder. 
iu~ i f ~·uuluulunyllung•u nund. 

Sc'('1;.1u1·~· ) l i•urii!N1'HAU. I IHW(' no cure.-1111, ot.her lhnn l know that 
tlw t-iltUalu'n• i~ 11WJ'{' 11nd llleJ-e ru-e o lot of SJnnll nutntafneturers '"'ith 
1 • ..,._ .... 1huu 100 (1111\Jiuy~ whn are bein~ affe<:ted by thi_,. l"ituution and 
whu app11n•n1 h· 111n• tliffir-ulty iu j!'CttinJ: df'fensc' contract& It hits 
thrill !'""'·'" hoiod. I think that.., far they have boon awfully good 
'IKub ulJout it, hut that does not mean that we should not do some­
t 1in,:: ahout it to hf'IJ) them. 

Mr. Wn.a.u"& There i., one other method by which this shorta~~ 
nr ,..'(l(l()ot for d'·.ilian use-, ~·hi<:h \\'~seem to be tnoounterin~, mij.tht 
1 .. h~lr~t<l. II nuJ.tlll IN' 1..- omportauon of wme of those goods. What 
''''\'Oil think nhont thatf 

~·t·•'\•tny MuHOr.STJIAU. 111ere are certain commodities which could 
loe iiiiJ>OI"Ied lrorn Cunndn ond from Centntl and South America. l 
rllink n11ytllinsr- chnt cc•ulcl be brought in at this time which would 
!'luppl,v til~ ll ('("tl~ wl!ere we cannot produce the goods ouNSelves, '"'ould 
be all m1 tho pins sui•. \\1. ( 

Mo·. Wn.o.t.\>18. Would it be wise to do thnt, by roducing oo· elimi1111t- J!J 
iiiJr <'Ill il~~~ fy M(JIIH' of the- dutiC'S on tho.-.e impOI'I~? 

S'{'l1'htry Mo~tutNTIIAU. It might be in 8(l00ifle enscs. l t wou ld hn,'e 
tu ht• ,.uuli'"''· But r thiuk thnt m oer1nin co~s thAt could be done. I 
!ltinlc lhar Wt' luwe tlont it in connection with lumber·, and h could be 
tlcuu• with c•lhrr conunodilies. 

~~~-. \VtWAM& ThPr-e is anolher motter thor hilS been dietussed here 
h,\' n ~'utKI nu111Y rnembe~ of this rouunitte<>, and whit'h 80me fHI bas 
lind :t ''rr~· IRfl.'f' influence in this infhuionatry mm·tment that 1 no'" 
waut to ft.!'k )'OU nbo1~t, auc.l by askinJ! you thi~ quem ion, l ~lo not rn~an 
!O ~.\' tl111 I •~tl"f'C' With a J!l'fnt dnl that has been saiclnbout it. 11•at 
,, ohrl!'>l<ll><>lky of tho l"nited St•t..s, tloe j!Oid-buying policy. 

I, tx(lC'<1 I 1111 •·on ha•·e benrtl of th•t be to ..... 
s.-,.,.,11'":\" ~(,,.-o"''TUAu. Yes. I thought tlu•t you Mid oool. 

f LAIIJ!hler.J 
~lr. w ......... ~~. Yon know the stock ftrJ:ument about it I II!SUmel 
~·J'£'1flry MvROt!STit.\tr. I thiuk that I huve he~trd it.' 
Mr. II"IIJJA>os. Wh:ot elft>ct has it hnd1 

. S...-o·••tur-y .MORorNTIIAU. Well, it depends on whnt you wnnt to be· 
hove 1100111 ot.. fLnughtrr.l 
. M.v own 11t1 otudo on l(<>lcl hns been this nnd T will try to •••te it 

sunpJy, l f you wnul it teehn icnlly, we h"~'e enough technicinns hea·e. 
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\Vt rnust ha,·e n "'"Y to aetUe balances of payment between OO\llltril'8. 
11 •·e soli mort ~ ~tnd services to a country than 1 h•v buy from 
115 1 h•v loa•·& 10 1!<'1 tie. ,\nd for a l,lOOd man~· y••,.,., j!Oiol hna ~n 
th; m~lium with which they ba,·c settled those balan(ft of paymenl, 
·md until &Opwbody can come ulong and show me a bfUt"r WU\' of 
• :.yiw• or making ur the differf'nce between wlu.tt we buy and ._\·lutt 
~~~ ,.,t'i" 1 nm lor gol<. I hnve to be for gold enthnsiastiea11y. IJOCRtL"f 
;r r sJ,;,w •ny doubts nbout gol<f, then imn~ediRtely n lot of l>tOt>l• 
,,;11 hn ve 11 lot of doubt about the go~d th11t tlus Go•·ernnwnt uwus, and 
it will cnst 11 shndow on the whole tlm1g. 

But I hnve yet to ~nd unybody th11t f hn•·c li•tened to who Ions nny 
hNler phu·'· uud unul Momehc..xly comes nlong who hoflt I om for ~ltl 

~h·. Wu.o:oAM8. We llll\'0 henl"d n g l"entdenl of lnlk nbont bnyin~ti(Oid 
just the sumo ns if the Oovel'nment went out to buy gnlcl by the uunc,• 
1he l"!Une nM it woul l l buy n bushel of potnloes ot· n tiill'k ur wh('~tt. b 
1hnl1hc F~huntiont 

Sr<'t't)lnrv MoROtNTIIAO. No: that is not the situntion. 
Mr. w.u~ ... ~. Well, how does the !,'Old come inw thi• CO\IIIIryl 

f wi.l"h you would I ry to explnin thnL . , 
Secrecm·y M OW1Y.NTIIA\1. c,m ~Jr. Ben gn·e you t\ ..-hort tttlk ou 1l t 
)fr. WoUHM•. Anybudy. 
Sa·,...tary lloHO~NTII•'U· Mr. &II belie¥es llr. White •hould do 

it. Mr. HAan D. WutTY. (assistant 10 the &cretnry). Whtn the 
ttmomHS that are dne tbi.s COUlltry on the various items is thf' hal· 
Ill)('('! of payments are in exc.oess of the amounts whi('h thi,. tuuntry 
owt8 nil nther countries, then t-he 011ly way the bal"'"" 1"1tn be 
made up is to u~uire dollan;, nnd the only wuy tluu CMher <:oun· 
1 riPS cun uequio-e dollnrs is to •end !,'Old here as money to be ""ld 
to the To•elfsury. 

)f•·· " ' rLJ,rAl.r8. Jn othe•· words, the balnnces on fol'tign exehtWJ!l' 
lire settled in gold I 

Mo·. Wn<TO. Thnt i~ right. 
M,.. Wn.o.oAM8. Thnt os ono menns by which wo got gold into 

I hi~ oountr·y. 
Mo·. WniTil. That is right. 
Mr. Wn.JJAM8. And in whnt other wnyRt 
Ah·. 'VrnTP .... Ther•e is no othe.r ~ason why gold comes hl'l·e. only 

to obtoin dollnrs. 
~lr. Wn~.tA>ol!. y, ... to obt•in dollnrs, but it isn~ nil brought 

here for_ che purf)9Se ~f settling international f'Xthnn#t('. . 
llr. \\rJUTF .. It is in the sense that people woru clullars. nml an 

that """"'it is hero to ..,Hit balances of payments, but their d""ire 
for ()oilers arises from It '·ariety of causes. 

Mr. WrW.\>18. Wh11t are the main inllueo«!S that hn•·e brought 
thi.~ enonnou'! amount of gold to tltis counrry1 

Mr. 1\"nrrr. There oro sovernl important cuuses. One h"" ~n 
thnt people the world o•·er have felt that tbe dollnr is the I!Olllld""l 
eur~llf)', the nH'>St secure currency, and so because of the troubled 
rondouonA which hnve (JNlVailed throughout the world dur11111 the 
JIRSl G or 7 yeuns there hilS been u large stl'eum of rundM comin#[ 
lmm foreij..'ll countries to be tume<l into dollt1t"S to be kept heo·e 
ill ~nnk• roo· Sllfety, or to be invested iu Americlln iudusto·y. Thnl 

CUd&-U- pt, 1&-2 
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··~ ...-n for the Ia~ inflow of aold that 

hu t>Hn °"j,.;~nre !934. 1 think ~etbmg over $11000,000,000 
~:: ~:o ~rded u coming in for thnt reason. ,.••n ~here would 
likely be .. veral billions of unrecorded funds eommg m over the 
7 ear peri<!d for the SBmo rcn!Mln. . . . '>A sec<Jnd reuson, ctooeiY, 11kiu .to U\nt, •• that Ame~tcan• I)••• 
had a rowing (..,ling of "!IIOOUrtty wtth t-especl. to thetr holdmgs 
in roref countries. Ainertean CO!'tetn& .and .banks have fu~ ye&t'l 
held ba'f:nces abroad, ond with mcrowng mtematlonal .dtl!tu!b· 

th have tended co reduce thoee !>&.lances. ~nean tn· 

:ii'.:rJua~ywho ha~ had in••eotmrut8 ab~d have tended to with. 
draw thooe in•-..tment.o, and 10 we hl\e had a strum .of tunda 
that btlonged w Americans. coming bork here from furetgn couo. 
tries. That ;, a second reaaon. for the .inftow of ~ld. A third 
reaeon-did you wish me to go mto detatl, ~!t'· Willia'!'st 

Mr. Wnn.u<&. I don't care for nil the detail, Dr. Wlute. I don' 
tltink it is nectSSI\!"Y to have that. What I wanted to lcnow was 
the j~e~~eral caterrtes. . 

)fi. Wurrr.. third "'"""" would be the hope or pt-omtoe of 
profit frorn exchnng<>. Appot•ently the dollnr w~s tho strong<'St 
currency in the wofld, nnd u Jot of otbe.r cnrre.nrues were wealCer. 
and people frlt if they bought dollal'l! ttnd held th•m, 80me da.v 
they could make an exchange pro6t. 

A fourth reasou has been rhot lf& hove h•d a fa'l'orable bala!'c:e 
on ~ and e;ervlcn; .... ha•·e exported more than we ha~ mt· 
po11ed. If you eombino all of dt080 ru~ns you will get an oxplat,.. 
tion of our gold 1D1port& 

Mr. Wtt.UA- Isn't thi8 trtto: that the only reason ""/ fo~ign 
l!"ld •hould come to thi• e<>tmtry is bersuee 90mebody ha the gold 
and wanted w ..cure dollal'11f 

Mr. Wlll'l'l'. That is the only reo80n. 
Mr. Wtt.t.tAMI!. And can tho.e doll"'" be used anyw)tere exqepl in 

tho United StaW&i · · 
Mr. WurT7l. Not eventually. A 611n in South Africa might tell 

~'<lid and obtoin dollars, and then ~~t~ll those dollars, let us 88!, In 
En~tland for sterling, but the pereon in England who gets thoee 
doll a"' .. ·ould ha•·e to use th~m here or eell them to someone else who 
will u~e them bore. Enntually dollars could be oaed .only in the 
United States. 

Mr. Srocz. He 'll'ould hut to buy United States produ~t8 to u .. 
thtm. 

Mr. Wltl'TZ. He lTQuld have to buy United States product&, or 
United States investments. or flt'rvictO!, or pay interest, and so forth. 

Mr. KorrLLMAN. When J was in Europe I could ~pend dollars more 
•·••ily thnn I could nny other kind of money. I could buy ••ith 
American dollars, any,vlter'\' 1 went, anyth. ing made in Europo. 
~k WHtTII. But some J>er1101l who buy• tftose dollors must 8J>end 

them here unless he hoards them in form of cUt·reney. DoiiAl·s mulll 
rventually be used here for flt'rvices or investment or ~· 

Mr. KOPPLI!)UN. Thai may be tnt~, but they interchange dollal'1' in 
Elorope. 

)lr. Wnrrt.. Quite true. The dollar is so sound it is uaed pi'ICU· 
<OIIJ' the world o~r as inttntational rurreucy. That is a t ribute to 
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our monetU)' policJ'. B«aooe of oar _., policJ' the dollar II 
ueod tho •orld o.er. 

Mr. ()kA'fm)IID. Mr. Secrotaiyt I hue tome queatiooa here,.._ of 
which have been llghUy t.ouch6CI upon b7 Mr. Willian1a. But before 
going into these, 1 wi8b to clear up one or two point& in oonnection 
with your fonnal st&tement which you just submitted to ua, lint., 
by aaying that I am in a~nt with you 100 percent that 6 peraent 
net on p.-nt transacttons it 8Uflk:ient for American indUIIry. I 
think we should tak& 100 percent of the pro&t over and ahci\>a & 
~nt in a tax bill just as quiekli u we can - it into law. 

Sec:ret•ry MOIIOEl<TILlo. Wlat 111id, if I remember, was that I 
thought while Uti& emergene7 ns on and while we have th- enor­
mous expenditures, that tf a corporation could earn 6 ~nt on it& 
capital. it ought to be satisfied. 

Mr. c;;;..,., ID. That is what I am agreeing witb. 
~retary MOIIOI!l<'I:RAU. I am 10rry. 1 diu not know whether you 

wanted me to restate it. 
Mr. D•w&T. Ahy I interject there that n company that has a very 

low capitalintion, whic'b ill doing a great de•l of busin--..hould 
that oo fixed at 6 percent! • 

Mr. CRAWIOIID. May I ask you thief Do you mean by your in<J.ulry 
6 percent on the outstanding capital atock, or upon the inveeted 
capital! 

Mr. Dh&T. The question was uked with respect to 6 pert.'O'ltt of 
the catlital, u I undOrstood tbe reply of tbe Secretary. I ll'Oitld like 
to kuow what would be the poeition of many eompanlee, partner­
shipa, and 10 on, persooal·!lerTice corporatiollll and others. I jwot 
want to clear that statement up. We want to bep alive the avenge 
earnings, u well as the !bed interest rate. 

Mr. ea.,.,..,.,. Let us- if we are dear on this. Mr. Secrt'tary, 
m•y I a•k you this question t When you speak of capital, do you 
rnoom invested capital, or outstanding capital stock! 

Soot-etary Moa<mlfl'HAtJ. I mean tne dollars put into the businesa. 
Mr. O.Awroan. That is exactly whnt I meant. Do you agrt~ with 

thatt 
Mr. DIV•'U . No· I do not. 
Mr. CuwrotiD. When you apesk here of Mr. Hende11100's pro~ 

being the moet workable with reference to oelect!!oJ! a few oommodt· 
ti .. u ogaiW!~ J.>Ulting a ceiling on all oonunoditres, do you mean 
fTOIII an admimatrative standpoint t Would you care to enlarge 
on that just a bit! . . . 

Secret•ry MoRGJC<nutJ. I mean not only from an admtnostrattvo 
•tondpoint, but from the sta:ndpoint of equity. 

Mr. Cru.wrono. Would you go into that a little bitt 
Sooretnry l\IOROm~nuu. Well, !lOme commodities have gune up 

uenrly 200 peroeut, while some other commodities have gone u11 •••·y 
!itllo. Such situations, ond theN> ""' ma!lY of ~~~m, would rieult 
m a great deal of equity. If you try t>utllng ~ OOJ!mg .on t.~e entire 
economic fabric of this country, I just do not tlunli ·~ wtll .wotit:. 

Mr. CaAwPORD. I had unMrstood f rom Mr. Henderson• .teot omony 
that he bad in mind making manl' )lerhaps neceliS!'ry nd)uWnenta, 
tven on doe few commodities be mtght &elect} pushwg the .l~rtce UJl 
.,. doW11 u tho .,..,. migbt be, auJ.quent to lbe tune the ceiling wu 
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ee.t. In c.'Onnection with Mr. BnnJC~l'~ ttstimo~lY\ where he a~\'IJ· 
cattd • <tiling be set on all co!""'odoto..,., .w ~ follow.~ ~y adtu.t­
menus, u or down, s;o u co braug en~rytlung mto f9Uthbr1!Jm from 
the stanSIJOint of equity. 1 bad g?lltn a •·cry linn omp~n f·rcm 
both the.e gentlemen thut the shde rt!le :nul ~ foml o( adJUStmen~ 
would oo u8ed, nnd tlmt they l!ud . !t 11~ onmdt pllrttcularly Mt·. 
Hendi'I'SOII. Now~ did you ha,:e m nund Ul mnk1ng your prescnt1, .. 

tion thn the slide rule or adJustmentJl would not be used I And 
if you did ha•·• in mind that the,v would be ':'sed, .would that n~ 
make it po&oible to ha<t an equotable admuustrauon of the at'!, 

cukinJt in nil commoc:litiefil. 
S.'cret11ry MoaOENTIIAtr. I am nt 11 di•ndvomtngo, Mr. Crawfol\l. 

1 ho•·<·n't locml >Ill of Mt•. Henderson'ft tcstunony; you howe. ~11 
1 r•n ..,y is. thut I ha~e loud the advontnge, tloou{l)~ of wntclung 
bim worlc wnh the hmned tools ~· has at l!and. He Ions demon. 
!'trated 10 my satisfac.tion th~t he .... on the rt{lht .path •. If \le get. 
the udditional autbonty wluch tbos btll would gove lum, bis task 
would be mnde so much euier. 

Mr. CloAw>'ORD. When you ••Y in your opinion he is 011 the right 
path vou nw11n from the tttnndpoint of tnking a fow conJmoditiE:s 
and :ni1kiug adjustmen~ if necessal'yf 

Seeret•ry )!OII(JZsm•u. Do you mind if I just pu~ il a little dif. 
ferentlrt 
~lr. C...wrottD. Right. 
Secretury MOROE,.'TitAU. I think he is on the right pnth in coping 

with this whole situntion us I say, with the limited tools be has 
nt lumd. I know, f1-om du~- contact I hnve had with him, and the 
1..,.,'-'"Y h .. hod with him tltrough J>rocuremen~ who are tar~"' 
nurcha!lt'rs, tho~ be is doing u welT as anybody could do with the 
limited •utbority he hai. After all. he has to rely largely on moral 
(lersuasion, and I think it •peaks well not only for him but for the 
Amerit~~n JtubUc, thut he lms been able w do as mucl, as he h<UI. 

Mo·. CRAWIIUilD. One othco· question thnt Mr. Willilun ruised here. 
You m~tdtl n r-ough e8timl\~ lUI to tlre ~lOOtOOO,OOO t>c.r month Slllei 
of •t•ml"' att<l defense bonds for tloe bftlanoo of the ff8Cnl year. :May 
1 a:;k you on that. what does it now look like you will hne w issue 
in the way of new -urities for the remainder of this 6scal year! 

Secretllry MOilGENTitAIJ. ~lr. Bell odviS('j! me the be>.'t tfitimate we 

•.:an mnk1• nt. this ti.n1e for· the I'CSt of thi)j fiscul year iH that we will 
htwe lO l:xu-row SOIUewheJ't' between t!QVCn tln<l eight bil lion do1hu'9 
(Jf wh111 W(' cull new money. O\~er anc.l above the a·efundlngs. 

ll.r. C'IIAwrom Ths t is w)tot I had reference w new i86ues. Would 
that include •ny R. F. C. ubligatio119-- ' 
~n-htry .Moeo.r:..'"'TllAC. No. 
Mr. CRAWFORD. They would be straight obligntions of the Treasury I 
Secretnry M0110£XTUAU. Thnt is rigl1t. 
::11>·. C..•wrooto. Dt>dueting ft'Om that IKIVCII to eight billion, the total 

of the $300
1
.000,000 """'"~~" per month, u•ing that as a rough figure, 

that would e..-e you a bftlanoo of about what t 
Socretary M~'TJJAU. If we takt>--
~lr. C.."''POIID. You would bne about 9 months to run would you 

not1 ' 

Secretnt·y MOIIO£XTtt•1!· \Yell, taking tho defen!KI savings bonds, 
stomps, And the tux·JIIl!tCtJ>Rhon notes, nnd assuming that wo will get 

PfiiCJ:-<:ON'fROL BILL 

•• 000000,000 from this souree during the rem~tinderof Ill is a ... t year 
""''' I dt'' I ' )lr. Bell te Is Ill_, ~us Ill ycry roug •-

Alr. c.,.,.......,. That Ul all nght. 
Seemnry Moocoa.'<TIL\U. It "''II run o;omewbtre betwten th...., and 

four billion dollars of so·called regular Treasury securities to be sold 
on tbe market. 

Mr. C••wroRD. Where wou ld thoaelikely be l>lnced, with the bonks! 
Secretary MoiiOE.l<TIIAV. No not necessarily. Quite a large propor· 

tion will /1!> LO the bank& But the insurance companies ha•·• been 
large buyera; and also individuals who cannot got as many defense 
bon<ls as thev would want; and ~!States. Peoplt, geuerally, who have 
money to inv'isl. 

Mr. CR.h.WJ'OkO. When you referred to rclen8ing cotton, corn, ond 
wheat back into the mttrke.t~ you didn't have in mind any new pro­
duction ftowinjl out of th~t, did you I You were referrin,:t only to the 
etroet it may h0\'0 on prices. 

Socretary MOIIGI:><TIIAV. What I bad perticularly in mind is the 
cotton and wheat which ~ now owned by the CommOdity Credi~ Cor· 
poration. It owns a lot of cotton and wheJit right now. ft ia the 
cotton and whont which is owned by the Commodtty Credit C:>rpora· 
tion that I hod in mind. 

Mr. C...wrotto. But releaaing those commodities back into the mar. 
ket would not t-nly incrtaae production, "'ould itt 

Secretary Moaoz.,'TIIAu. Oh, no. 
Mr. C.AWPOIID. It would jullt have an etrect on the price stnt<ture. 
Secretary MOIIO&t<THAU. Woll, if yon don't mind my enlarging n 

little bit, thero nro two things I would like to aco •ccompli•hed. One 
would be to keep the prioo of cotton at. parity. When we do roach 
tltat point we could sell tbe I!OOds on the shelves of tl1e Conunodity 
Credot Corporation against tlie day when w• may have to buy ag~~in. 
When I first came w W ashington I had the questionable dirtiuction 
of bein~t Governor of the Farm Board for about 6 weeki~, and J found 
nt that time-omd it seemed like a I~ of money-that they owned 
about a hund>-ed million dollnra of merchandi~M> which they hnd been 
accumulating over 2 or S yenrs, and wo set out to sell it. We were 
fortunate, if you will remember the sprinjl of 11133, in having a small 
boom; and during that period we sold ev•ry dollar's wordi of mer· 
chandise that the old Farm lloard had. If the system continues that 
we are working for now·-and l hope it will-we will h1we our ups 
nnd downs, nnd this may bon goo<l timo for Commodity Credit to do 
some sellin!( ns against the ttme when they mny hove to do some 
louying ag•m. 

1.Ir. c.AwrootD. Could you .. ,. whether or not the cotton mills •re 
all runnill{l LO capocityf And 'I ask that qut<tion that way because, 
suppose we release two or three million bol"" of cotton iu an orderly 
manner into the market, could the mills abeorb that, nnd thus tum 
out n grenter quantity of consumer goods in the form of cottou goodst 

SeCretary Moao~TBAV. '!'hot is outsido of my Geld. Ottr own 
llOOr.'· would not be able w answer that. 

~ r. Cl!Awrotto. You would not be prepared to •nswer on manu· 
fuctured products made from wheat or con>. eitherf 

Secretary Mooom.'TRAV. No; that is outside of our field. My bllek· 
yard is pretty big, but it is not quite that big. 
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Mr C••wroRo. You mny wont Mr. White to answer'¥& verv brief 

question I will ,...d. U so. it is oil rijlhl. In oonn..,tlon with this 

11old . .,., olfered to buy the J!<>ld. did .""• not. from Ole world! w, 
111fered to buv whate<er thtv ... ould slupf 

Seeretorv MOt!nr.l<TIIAtl. We •tand ,...dv to buy all the ~ld olfei"Of] 

to 118 11t ~M per 011110!'. less n qunrter of I oereent And mmt ~hatgll$. 
Mr. ci•wrooo. And as we n~de thnt o.lfer, ~··hether w& ra1800 the 

pri<eor not--I ...on~ brinl! that mto the dtllCUSSton. 
Secretary MORG.:ntAtl. Thank you. . 
Mr. Ca•11.,.,..,. Bnl we did 111ke the j!Oid wb1cb """" offered at II•• 

ud,·anet'cl lll'ice. rlid we not.f T . • t • 

Secreta ry ~fOIIG•sntAI'. ·" ell. we took 1t nt today • pr~ce. 
lfr. ea,.,..,._ ,,., ill r>l!ht: $,16 •'! ounce. 
Secrtltory MORGE~"TDAil· Tndoy • prtce. 
Mr. Ca~t'wFORt>. Nm,._ thf'n. in' accepting that f!'Oid, and in pnying 

that J)rire to thP world. wbif'h WO)lted dollnr exchR.nga for ono pUI'· 

vc- or ar104ber. did ,.., not rontr>bnte to the CrtllllJOn o f the pol<'n· 

tially profttnble tnnMctions in urhanj!f, Md in whate•·er that type 

of •rlldN· wa.nt·s to dot 
Secret~lrY MoRtU'.NTIIAU. In my own belief, the nnswe.r to thut jq 

tmphatit~tlly "No.» 
Mr. c.,.,..,__ Well. had we not bou~:ht the 110ld. he would nnt 

h..-e htfn nhletoobtain the dollar uchanj!O. would h61 
Srerel•rv MoR<l&.'<TIIAU. Moybe l don't understund you. Yon use<! 

tht• words "t•xchanj!'tl tr11der." One thinjl that I fool n little m·oud of 

iJ th•t •in<-t r have boon in the Treasury the one per110n who hu bet'n 

tliminatf'd fmm bu!dMSS is tht inttrnahonal uchans;re ape<!!llator whn 

wnnis en profit from an unstnble clollnr. H e just rannot do busin~ 

on thiMim~il'l. 
Ur. C'NOwrov:o. I atn not N>frrring to him, l fr. Secretary. 

&.-relac:r MllllllP.>"TitAU. 11r•n J misundentood you. 
Mr. Ca••..->. I am referrin11 to th- fellows who may be down 

in Mc:oc:ioo aud who hnd the 1X)\'I'er to accumulate. ~.000 of Americnu 
CIII'J-eney. oa· in Soutl1 Africa who nccumulnted !f:S,OOO worth, nod 
ollthost' ))('Ople all o••er the world who b<cnme interested in our cur­

rtncy for orlt reason or another end "~1'11 able. to secure our currency 

bv reason of the movoment o f gold. independent o f IMide bnlances. 

W• did oonh·ibute to tlutt. Thev muy not make a profit on it, of 

coun;e. ' 'il1uttllv. but Wf" did ronh:ibuto to it. 
s.er.tary ~IO..,Esnt•u. I don't know juFt how far you would like 

to 110 into thol. 
l£r. CnAwn1nn. This is nbont us (nr as I ouJl_ht to go. 
~ecretuy MoROF!"!\'TitAt,, 'Veil. thc.n, if you don't mind, I don't t1grec 

with you. If you want to leo•·e it the~. 
Mr. ('w,,.wrom. I do n<ol want to prt'58 it. because t do not "·aut to 

toke the I 1111e now. I would like to discu ... it with you if l could, 

t'lit her techni('nU_y m· nontechnicnlly. ' 
N!cretary ~tosm::sTuAc. Come• up to 1ny ftum nnd we will tak•• 

2 Wft'k;t • 

Mr. Ca•wrom Thftnk yon. You mnde a s~h up in Rooton th• 

other tiny thnt I .h••·e r·end ~nd rer-ead with a ll,..•t •!••l o f interest. 

ntul ~ find [ flgam n~rce. wath n ~n-ent. mnny of thC! views set forth 

therem. I .•lso re~d the joint etotement wl1ich you insertoo in the 

rt'rord owhtle ago 111 answer to one of llr. William~' interr<lj(11UOtl!. 

l'IUCS..()())IT&OL BU.L 

ond which ill joined in by Mr. Eceltt. I wonder if you would like to 

oxJ>and Romewhat on a aubjllCt which, although te<bnical
1 

i• of vital 

concern to this oommittee. In you 'BOoton speech you ,..,d: 

1\"t WIT bATe IO ,.ltod lf'Dttal cootrol Of'ft' bUltl: (ftl(lle._ 

I pTfftume this referenoe was to a J)OIISible incrta811 in .--ne roqnire­

ments of member bnni<Jl. In the same atldr .... you said: 

lll UU8 the ct•l Of IIVIlll lN'«kn (0 rl~ ~biU')JI)'. btH 'btef'e Wt'f'e f t .. • wbo INloW 

II• ~cnlbnc..'e. It waa oulJ" " 'bftl pric.'ft had rteeo b)' iO Jlf'nftlt tbat Pteatdtnt 

Wilton "'c•oou:r~eudfd •"-T •PJ)II to pnm!Dt tnlltklrl. In nu-t. thf C'OODtr)' wu 

50 blind rd Itt dan~e,. thAt hue ln Jnne 1011 Cooan. 1«uall$ bnteoed u,. 
rllSJ& In ptllfl by rt!tilH.':lng the ~t,•t "'CIUI,.lO('uhJ or n•erubetll ftt the J\tocl,.._l 

ltf«f'' " ~y~c~m. 1"he l'(Hlll(!(IU4'Uet!lil wt•t\' ttt~rloua, nnd tbf~ 1nutt:t toda;)' t~o41 

bOUittWh"f11 •·))0 Clln t'ft0ell1bft lb18. 

In your join~ mtement with Mr. Ereles, wbkb bas alreedy hten 

1-eferroo to, and in ootmllCtion with what Mr. Htnden;on said the other 

day in his tost.imony before this committee, thllt he beliovoo that this 

committee should oonsider legislation ri11ht no .. · to gil·e I he F edenl 

.Reier\'fl Board poy.·er to raiee reserve req_u1..l"etnents subs.ttull iaJJy abc:we 

tbe p.-nt legal limit, as recommended by tl1e Fooenl R..!en-e Board 
in their a~ial report. to Congress dated Dooember 30, 19t0. and hov­

ing in rnmd what you hove already suid to Mr·. Willinml!, I will con­

tinue lllf question. Do you believe this oommitlee should consider 

such ltgrslation at the present time I As I understood your pre••ious 

statement you did not say that we should oonsider it at tbi.o time. Or 

did you I 
secretary MoRO&NTilAtl. 1 just come bock tu 11\V s tatement, the joint 

statement, and if I may refresh my memory; please-it reads u 

follows: 
I~"CIIUmeudattlOn 011 tbll- Q\l{'flliCHI o f \\'bill ~&ddiiiOIII\1 po .. ·e~ It atat. OYer bu.k 

t'\'tlen1"'fl U1e Roo.r<l llhoold l.UI\.1' durtna tb(• pres<'lll tuwrt('uey, 1tntl "'hll tnrm 

tbo8e: po ... ,.. iSbould cak"'· • ·lll bto madt wbc•ue,·tr tbt- 1'n-118Ut'J' ••KI tbt Bolrd. 

at'tt>t turtbtr t'OftlllllUuloo.. df'lf'ttnt1nt> lbal llitK"b •nloo IJII ~"' co bflp tn 

romhat~Qa lnftatlohftr)' deTf"loptMnl& 

)J r. CIIAWFORD. Earlier this year the inlJWminn pre,.•ilerlthnt you 

were ••try cold to the F ederal Rescr>·e System'• requeilt I hat a<ldi­

tional powers to increase ,_., .• roquirements beyond 1 he l~gallimit­

If these impressions were subotant ially cor roet, would you mind tell­

ing us why you have chunged thnt opinion on thi-s quf'8Cion, or are 

el1an~red t'COnornic conditions and th0 ga'ellter dt\ngcr of infhttion m1U · 

ters which this oommittoo should st udy care fully. been fuctors in 

influencing your opinion T I think the rerord yon h••·• made thi• 

morning answers tfiat question. 
All-. PAntA><. Mr. Cmwford, you brought ont n pointthnt I think 

•honld be •nswered. Yon Slltte<lawhilc •go thnt ho menti .. noo in the 

Boston si)Ceeh t1tat it. was possible we may lla,·e to extend t.'Ont rol o\·er 

bank crtilits. Then you pa-d over that and 5aid you preoumed that 

wlt.S 1\llHwcred by ra1sing the rtServe requin"ment. I would like t o 

have tho Secre.tary•s answol' on that. 
Sooretuy MoiiOI!~>"TilAU. If Mr. P•tman would permit me to go 

bnck on one qut'fition, then I wiU take up his qu~ion. 

Mr. PAT>UN. I just ho~l befol"\' ?,"OU finished you would elaborate 

ton thAI. I don't think l'>fr. Crnwford A presumplion is right. 

Sooretnry Afono&.~TBA'C. I can answe•· youl' question. The same 

question WAS raised by llfr. Williams earlier, and I 80id •• to odditionol 

• 
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<reditconti'Oi lhat the Federt~IReserve an~ the Treas~ are studying 

1 
his uow, .and 1 nm not prep1u·cd to dtscuss 1t, bt.1cnuae we ave not made 

U)l our uund. · tl 'I C ·ford tl • tl 
Alr P AT')(AN. Uut you do uoL a~ w1 . ~ r r. ra,,. . \1" u.~ 

·u; f ~litoonlrol was arll!wered by ra1srrrg the requ•ren>en\81 
qu .. on o c.~ . . .., , 

Secretary Mo.a&NTUAU. That ts ne.h... . . 
M i> ..,. .. ,. You are still studying the quest.10n of cre<ht eontroll 
~ret~'}' M.;.,E.~TH.\Ir. It is unilerc<lllstlnt ~udy. I said here, " In 

view o·f thJs statement we haV'e ~ reoornmendat.IOD or request to make 
of Congress." Does th~t answer rtl 

Mr. PAnux. Yes, "'r. . d' 
Mr. CH,,wrorm. 'fh11L wus my underston 1ng. . • • 
Secretary Moaof.N1'11AU· ~ir-. Crawfm1l, ,thcr·e 1s jUSt one tlung y~u 

said und that wo• thnt it had got:ten out m tl>o mmd~ of the pulihc, 
so~ of the l'ublic tl1aL I bad e1ther approved or dtsapproved the 
outement which th~ ~'edertl Reser<• made At. the end of Declen!ber. 
Alia matter of faet I hue ne•·er made any pubi!<>CO!"ment;_ there II no 
record ~f any public comment I e•·er made on thJs thmg. I Just "'anted 
to nlt.OtiOO thlt. . 

~lr Cu"'f'()IIJ). Th01nk you. I think your statement IS clear¥ ott 

rorth: You now feel these st~ps should be t•ken as a r••mlt o this 
luflut.ionnry dovc1opmeut. tht\t JS on. 

$c'Cretary MoRoBNTIIAU. Y os. 
Mr. CAAwroRo. I understand spokesmen for the Federal .Resen•o 

Board are uo•• saying, and I think maybe you referred to Jl a few 
moments ago, tl1at 'thel3oard will not take any action under itlr pre80nt 
poll'ers or any othtr powers it may obtain from Congn!SS dul'lng the 
•·mer~'\'ney w1thout prior consent of the Trei8Ury. Is thot subiton· 
tially correc:tl 

8ecret•ry Mooor.~'TIIAU. No. The statement whieh I read is tho 
only public and private stAtement. I am confident of what I am 611Y· 
wg so !ttr us the ~·('dC.rlt l Reserve is oonce•·nOO--

Mr. CRAW>'ORO. Let us see if we"'"' tog1lthur on this. I think the 
Do11rd mndo A very J>Ol!iLivo statement' horo a fow da.ys ogohand I 
understood you to twy to Mr. Williams a few minutes ago t at tho 
Boord had agreed it would not do tlms or so witl1out eonferring with 
vou. 1 am moking this a little more specific. I think this is •·ery 
imJ)()nant; at lease it. is to me as a member of the committee, bfeat.U!e 
'll'e may enaet a law and the Board might refuse to take any eogni· 
zance of that authority we may give them. Here is my question. I 
understand spoke.men for the Federnl Reserve Board are now ~aying 
tlu1t the Board will not toke any action under its present powora or 
" '!Y other powers it nmy obtAin h·om Cong•·e&s durtng the emrrgene1 
w1thout prtor consent of the 'frellSury. 

Secretary MOII(l•NTIL\11. Well, you refer to a spokesman. He is a 
lnl'Sterious kind of fcllow. 

)lr. C...wrom. Mr. Ecele!. the ChaiM!lan. 
S..,retary M080L'<TnAu. TI1ere is nothiug mysterious obou~ Mr. 

Ee.J... All I <an say is this: What you have there may refer to install· 
rnent credit, and the understanding between the two Departments is 
that be.fore they do i8tlue any regulations offooting installment credit, 
t~ey wrll oousul~ the Trea~ury. As to this joint statement which was 
{liven out lost mght, that 18 the combined opinion of the Chail'lllfttl of 

the Fod•ral ~e Board and of itlr mombera and their staf · and 
that goes for the Tre,....ry, too. When that etatement waa &'ntlly 
ie~~ue<l there was l OO.peroent agreement between the two groupa. 

Mr. CRAwroao. TheatatemMtsays: 
R4'C.'Omnwndatlon ou the QUettlon ot wbat additional powtrt, tr anr o~r t.n'k 

r'fll'tf"'"' tbe BoArd should hi~ durlna. 1he 1),...1 ftM:I'I"M'J' aM 'what tona 
thott~Wt"' Abould We wltl be made wbt:l'lltTeT tbe TrMiury I..Dd tbe Board-

And 80 forth. 
S.Cretary MOIIG&.~TH~t1. That is righL 
Mr. C.Ail'TO_RI>. Tha~ 18 the rtcommendations, we will oay, that mar 

be mnde to th>s CO';"mltt~ ~r to the Co~ What I am tryin_., 
cle11r up-ond I tlnn,k 1t1s Important-to, firat, is there • gentleman's 
fiJ{n!{'llU.'Ilt or a workmg agreement or arnmgemcnt between the ~8-
ury 1md tl1eDoard of Governors that in tho el•tmt. the Ccngross should 
toorthorizethe Board, let us eay, to double or triple the P""'"'Ot ..-rv• 
rt'Q,uirt;men~ go the limit, thot the Board will not do those thinj!SthUA 
authOrized •nthout the con!M'nt of the TreASury! 

Secretory M.......,.....,,At1. Well. I am going to try to alll!wtr it. I am 
not sure you '~<'ill be aatlsfled. but I kriow the members of the Iloerd '"r well, and I know t h•t they toke their responsibility very seriously· 
ton( if Congress enacts any new legislation, I am con6dent that tlo: 
members onhe FederaiJWserve Board will carry it out to the bo..i of 
their abi lity. 

?ok FoRI>. Isn't tho word "consent" rttther drost ic i Is thnt the word 
th11t is uSO'CI I 

Mr. CloAwroao. I am ju81. trying to follow up what Mr. Eccles Jed 
me to btlie•·e in his statement. 

Mr. FoRD. Did he u.e the word "consent" I 
Mr. CuWl'Ql!D. We willleou·e it enetly unto hia formal statemtnL 
Mr. Fooo. Does he use the word "consent>~t 
Mr. C...wrot10. My understanding is ho did. Here is the reasoning 

behind that. H ere rs the 1'rcaaury with its enormouo flscal problem. 
Its securitiC8 ho,ve to be sold some way. If the Federal Reserve Board 
runs in one direction and lho ~asury in nnother1 we may get into 
SC>rioua difficulty. 

Mr. P ATxAl<. Mr. Crawford, did you understand t·hat he waa ~ 
lorrinje to installment c"'dita l 

Mr. C.AWYORD. No; thot is not my understanding. If it refel'ft<! 
only to installment credits, I have been misled. 

~lr. Koi'PL£J<AN. Doesn't this joint staten~nt answer your question, 
Mr. Crawford! 
, Mr. C...WFORD. No. The word "recommendation• appears in the 
)Omt fllltte.rnent.. 

Mr. Foao. What I am objecting to is thot if CongrcSilshould pABB a 
low, the Federal Ro&erve would hove to get the oon!lllnt of tho Treasury 
to do it. I don't think any such statement has been mode. 01 oou.,.,, 
~hey would discuss it with the Treasury, but they would not have to get 
Jtl to'll8t:ot. 

Mr. C...WI'OIII>. We may not direct the Board; we might authorize 
the Iloerd to ao thus and 80. 

Mr. F01t0. Even 110. 
llfr. C.•wroao. The joint stotement again, I might aoy, refers to 

recommendation. I presume, from this statement we 1 re now referring 
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h ·oint statement releaeed last nillht, thalt_h~ Treasury and the 
~~.~~Reserve Board will cooperate m d~ternunmg ~ible fulu~ 
oelion to rail!<l the ,_-1-.-e requirements af Con~ tMre&91ls the 

Board's powers. . , 
Secretary MOIIO .. '<TIUO. I duln t get that. 
Mr C...w"""" From this joint staten>ent, I repeat that I pi'OMime 

tJaat ahe ~uul")' and the Federa! s-rv~ Board intend to ~porato 
in determining poolSible future aehon to,..,_ the .-rve requartmonta 
if Con~ inc- the Board's po_-o:er to do eo. _I am no'! speaking 
about the actual performan<-e of ratsiiiG the requmments 1f the law 

authorizes them to do""· b · . 
Air. Fom Mr. (JI1JWf0!''·' ure you s~re the nul or1ty they w1111Uk 

for will be limitc'tl to r>IISIIIg the luntti Would there not be ll\01'0 

authority than I hat I . . 
Mr. CiuWPOIID. Sure· they might _ask for • lot o~ things. I am dt· 

recting my questions only to the rat81DG of tl!e reqwrement&. . . . 
Secretary M--.vnuo. May I answer thtt ""ay, on~ agam, tf tt a 

not satisfactory I !fill try toj!i•e you what you would like to know . . I 
think I can say thll for the Boanl-<tnd I urlllentand Mr. &.:1,. wtll 
he here Monday and he co_n talk for himself-i!fter the ~riene6.wo 
have just ~;one through wtth the Board ond wtth Mr. Ec01116, I tlunk 
.I mny s11y thot both Ote Feder~ I Re~rv~ Bo~rd ond the ~sury aro 
fully <'O~miMntof.tho out usual finane•~l sttuouon we are gomg_ throu.gh. 
nnd it 1s our deo•re to COOJ>erate woth each other on the fu!eal &nd 
monetary e.fforu. This l:ft&tement is a ooncrele demonstration of thAt. 
policy. 

Alr. C...Wl'OIID. I think that is importAnt. My attention baa botn 
rallod to the rut that the Treasury baa not done AllY ftpaoairlj( on the 
<iuarterly dote of S.pttmher 16. Can r,ou tell us .. ~ tJiia d~lay 
h•• boto due in port to the desire to c .. 1" up the sittlltion 10 far u 
cr.'<iit eontrollegislolion is oooet.rnedf 

&'C1~tory Mooo•:<TIIAI1. Tioisaction, taken last nigh&, has ~n under 
discussion for the lnst 2 or 8 weeks, and the BMrd and the Troi<Sury 
felt it would be unfair to iMestors for u•to otrea· new 900uritios, M they 
wert' not aware of the discm::slons which were taking place, until the 
matter was settled. Now, tlae matt~r being .ettled, we will go ohud 
'"'ith our borrowing program. 

Mr. ea..- fthinli tlaat clears that UJ>. In other words, if yoo 
oold long-term bond i>!lues after this whole quoetion had ~n settled, 
which it b•s to the utent of this relea.c .. of yefitt.rday-if thelong·torm 
i""u"" had been sold before that, as you say, some of them may ha" 
"""'"ted it and felt it WM unfair. 

&'Crelllry Mono•:<TII>~O. Well, I think they would be justified. 
Mr. CRAwPORO. 'l'ho diminnt.ion of some of the esooss reller'fell out-

8t;uuliug, with an increa~ in resenre oquir>me.nt1 
woo)d, T J)ftiUmt, 

result in some higher interesl rates and therefore &Omelow-bond price& 
•n1is may he a difllcult queotiou to answer or diecUBS at the p~1t 
moment, but I wonder whether in v•ry ~nero] tenn!l you can give Ill 
your vtews "=' to thejrobable increase in the coot. of money to the 
'l'!ft!<ury whach woul mult from the •PJ>Iicotion of legislation per­
mattmg the Federol Restrve Board to raise the ,_....., requiM'noentl 

Secretory Moaoi!NTHAU. Mr. Crawford, the beat answer to that is 
that I have had one policy, 11nd so for it baa been correct, never to 

01ake any fore<allt for then I do not ha~ to aw;allow any_words. To 
our am•ztment, when I left the oiBoe thts mormng, we betng a.n: hOIII' 
behind New York, tl>e bond market went up after the l!tatement '"' 
out this morning. Which ml!&'h• .intet"'l!t \Vill he down fractionally. 
Ro, the onswer to your queeuon 1s I do not know, and nobody el118 

knows. . · 
Mr Cu.......,_ Do you think at may he n..-ary to bMk the market 

if ad~uate action is tam <?D .-rvee! When I Bll' adequate, I 
mean with reference to wulung out rese"M 10 aa to preTeDt tht.co 
from encouraging inflation. 

Seeretory !loavo!hBA'II. I am &Orry. I oould not hear the ftret part 
u( your question. 

Mr. C•A..........,. If we went ao far-let me put it this way. As we 
prooted to prevent further inftation, I fool it Is vary nocessary, firat, 
to toko some drastic l!tepa with reference to the exoeoo ,_.. • .._ If l 
understood you oorreetly this morning, it seemed to me that a situation 
rould develop where a billion and a half or t..., billion of cnrreney 
tnigbt he returned to the banks in the fonn of d=and deposits. If 
that oocurred what would that do to exe<M ,_"est 
~retary }fORO& JJUU. \Veil, it would in~rMSe it. 
Mr. CIIAWI"'RJ). So, then, we h~ve a potential retunl in the form 

of currency to the banks that mtght push the re~~erves UJ> another 

1!2,000,000,000. . I , . l 
Sooretory Moa.NTIIAU. Not only posstbly, but t •• hke y. 
Mr. P AT>< AN. Push re~~erves up ~2,000,000,0001 
Mr. C...wi'ORD. Push up txC088 reserves $'2,000,000,000. 
~retary MOBGE><TKAo. That is perfectlv possible. 
Mr. PATXA."<. How mneh would have to lie turned in! 
Seeretary MOIIGL'<TltAO. I didn't jre4 the qnetrtion. I om !!MTJ. 
Mr. PATlllAN. I understood von to "*Y if ffltOOO,OOO,OOO were re· 

turned to the Tre•sury in cur'rency that woula inereiJ!e excess re-
l!l'rvM by l2,000,000,000. . • 

&'Crehry Mot~GP.NTJo.,g. My people hero, whu have techntcal an­
lonnotion, say it would increase exces• re•cf\•08 hy about $1,600,· 
000,000. 

Mr. CRAwi'OJID. Going ahead with the tboujtht I tried to exp~ 
pert>onelly, I feel it ill very n-ry. if we ore to pre•·ent further tn· 

Oat ion. to take drastic action ou the remaining ext"m resen--es, or a 
•·ery aubetantial part of it. Others may di .. ~ with me .. The 
Trtasnry mav not have that view at all. I don' know. But 1f ..-e 
take drastic Steps with referenre to reducing the J>~nt exceo~S re· 
~~erve8, remaining after your lnerea.~ of ytsferdRy, would tt\ m your 
opinion he nl.'l'essary to J>CI( the market of the O<t•·ernmcnt I 

s~crelnry MoROY.NTIIAU. We never hnve f>CI!!(I'd the market. 
Mr. <'IIAW""ItD- We never hRve yet, haye we'l . 
&crttar.v :MOIIO!.NTUAO. We ne•·er trted to. And I do not llnnk 

\\"f 1\'0Uld he SUecest<fllJ. 
Mr. C'aAW1'01!D. That takes me beck to the thought you ~re91!ed 

when Mr. Williams was interrogating you1 eomMhtng to this eff~: 
In 1017 to 1919 we oold Li~rt;., under hagh-(1.->tre ... tesmanship, 
we will call it, and sub6tquently the price broke as low ~s Ill or 83. 
Yon said th~ morning &Omething to the effect that you dtd not want 
to "'!<l th~tt happen ag•in. The price cannot brook on ·these defenae 
bonds, can itt 

• 
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)lr ldoeGUTJ~AU. No. But aftu &0 days you can t""! them b.dt 

aDd ti,.t a bund~ -~on the dollu. We have been tr)'IQC to kiam 
a little bit frQitl upmen<e. J bo '- ---' )Jr. c-...- !IUIOfar u ~ dmenoo nua are con-.,_, you 
bO\'t ptgged tl1e market, bl\·e yo~ noC I k 

Socretary )~'TitAU. There IS no mar et. . 
Mr. c ... - TI1ot'a right; ~ey are not negot1able. 
Secretary MOIIOL''TnAO. There IS no market. . 
Jlfr. C...lltolll). Jn other words, yuu put out the 118ue 80 thl't'e would 

be no market.. . . &cret•ry Mo•oENTlLAU. That JS r~ght. There i• no morket. I om 
tho oul~ buyer. . , . .,. Jllr. 'C••wi'Oiu>. 1 om •·endmg Mr. Eccl"" st11tement m •:o1·lufte 
mag11zlnc nnd T lhink it is pertinent when S?meono JCCL8 the unprug.. 
aion tlnu 'th~J·e is u J>etrging procett5, ur thttt 1t ~nay ~om~uooessary 
to ul!ll soma kind of a P.,'!gmg approach, we .will ~all 1l. ~len Y,OU 
appeared befo1'1l the" nys ann Means Conumttoo m connection w1th 
amendJn•m• 10 the. Liberty Bo~d A<!-· I _lhink .around January 29, 
as 1 rec:all it, to g1ve !!!'tater dJSCNUon m ~hng up ~· der.....,. 
bond L.,u .. now on 8Jlle. ,·ou .tressed the neet@tlaty of .. lhng u many 
of t11e dtficit Trea.ury t~rtificates as p<IE'tiible to bona 6de investors 
othrr than commercial banks. On this point, your opinion and tha~ 
of the l''ecl•nl ~n·• Board, as I 11n<ltlSiand it, ahra)'* appea...S 
to ~ in ogrtement-nameh·, that we mould nol put any more into 
the rom merrill banks than is absolutely .-ey and that we should 
sell u manv to printe in•·estors as possible. Do you b<>lieve legit· 
lotion increilsing the reserve requirements will contribute toward lba 

S.CrcUij' MOII(JJl.'<TIIAil. Would you mind repeating that I 
•tt.inment of a hat objective! 

Mr. C••wnll<o. If you desired-:md I think all of u• do-ao .. 11 as 
"""'Y tot ho pa·ivato invC'Ortors as possible and as little to the commercial 
bnukf!, do you belie••e that increuing the reserve requirements lillY to 
the point of nhnost extinguishing, or extinguishing, ~0 percent of lhat 
now remnining, will contribute to the Sttle of eoctmtiea to individuals, 
and be • 1o88 pull on the bonks! Do I make myaelf clear on that I 

S..retury MnR(JENTBAO. Yes. Of coun;e, if you insist, I will answer 
tlaat, but it bell I'll ou the point whether we are going to ask for authority 
to ineroaso .-rves beyond this, and I answered, I believe, earlier in the 
morning, that all queations a.tfecting bank crecht are undtr ltudy. As 
I aay, if you insitll I shall try to answer. 

Mr. CL.WPOID. \:am not going to insist, beeaul!e you have &load to 
carry thtre. You may want to comment on this. Do you -think 
that aaiMtO banka in the future should he confined as necorly as po~&ible 
to short t.um I I 'I'I'On't press that. 

Secretary MOIICDll<TJUil. You can\ tell. I t deJlflldt upon marl<ot 
condition& I just don't know. Under this systtm of oun people ha•-e 
the right, thank God, to make up their own minds as to what tlaey 
wamto buy, and it is their mind, and sometim01lh6y like to buy ahort, 
nnd IIOmetimea they like to buy lonl!. 

Mr. Cuwi'Oftll. In other words, at goes back to that $8,000,000,000. 
Who is going to buy themf 

I refer to your BOston speech again, where I 6nd this quot.ation: "We 
m11y hnvo to creole controls over aelected capital expenditures." I 

think you remred,to thatW!ry briefty in your Ita- thla morning. 
)fy qut«itm iJ thd: Can you tell 08 wbat yoo _..by that t.J"DDI 
l)ooa it imply odditionallllepa to raile Cftdit alone the II'* of the 
.-nt inlltlllment-credit l"ffl!lilatiODSf 

Socretary MOIICIKIM'ILt.O. Well, l iUIS'ft~ it bafore. I will ba &lid 
to anstnr u I did. Thoee mt.ltertl are uDder continuous tJtudy and u 
of toda,r I hue no rwonamendotion to mala!. 

)Jr. auwn.o. Now d01111 control over aeleeted capital expeDditur01 
imply any direct oonll'c!l ov~r the II:IJe of existing surpluaee of corpora· 
tions where no new capatal 11to be .-eel f 

Secretary MOtKJJJNTRAtt. I have not thought of it. 
Mr. CaAWIIOIIJ). Let me explain it this way, because I do not think 

you understnnd it. Suppose compnny A has a surplus, aay, of $1~,000,· 
000, and nn exootl8 cash on hand, over and above working-balance re­
quirem•nU!, of $10,000,000, and they desire, on their own initiative, 
independent of Oovenament inliuence, to expand their plant capacity 
to the utent of three or four million dollars coat, and lney can do 80 
without itl8uing any new capital. They would then tnter the market 
for materialtJI they had oome way of getting it, with which to build 
the plant. uid your statement have referenc:e to new capital illuea 
u weU as corporation aurpl...ef 

Secretary ldQIOCW<TIUU. If you don't mind, I want to be dMr about 
whatyouay. Jfthia corporation you describe wanted to~ ahead and 
build a plant toda7, unl-it had 8omething to do with der.- indus· 
try, it jtl!tcould noa gee-the material. I mean, a man couldn't go ahead 
today and get. the ~teelto build a new plant. 

Mr. C...WJ'Oa>. All right. If you couldn't get. the lteel to build a 
new phmt, and thus abeorb your surplus, how could you get. the mate· 
rialto build, as t. result of dis,posing of new capitaJI And, therefore, 
w~y did the new capital queotaon come up I 

l:)ooret.ary Mooo~NTIIAO. I didn't bring it up. 
Mr. C...WJOID. I got it from your speech. Let me I"C'ad it ag11in. 

Ju your speech you &ay-
We mn.)' have 10 ereute oonLroJ o,·er selected tiHJHal expeudlturt4. 

Secrotary MoROENTUAtr. That is right.. 
Mr. C...wrooo. Maybo I don't understand what you oltllll by capital 

apendituree. 
Socretary MOIIOill<TtUtr. Well, we may have to do it throu~h ~ri· 

oritiee; we may have to do it through additionalle~tislation. We JUIL 
do not know. But ,.e put it into the statement to let tht 6nJIJlCial 
comn>unity know it wos under study. I feel that if we can keep the 
financial community aw&re oi the various steps we have. in mind, tht:n 
when "'"come along and take a step as we did yesterday in eonM<!tioo 
with fixing re&ei'Vt't!, the market takes it in 111ride and there is no!"!'"' 
lion whal80ever. I an> simply l"'inting out that if! through prior~taea, 
or one way or another, ""!" capual upenditures 1 10uld l>e coot roll~, 
we may hl\•e to do 80metbing. But atthe 010tnent, 80 far •• new capa· 
tal exJ>enditurea are concerned, it is w>der good oontrol. . . 

Mr. C...wi'OIID. I think you can clear me up on tinA Thd 11 • per· 
sonal molter I am intc>rest.ed in--

Seerot.ary MoiiO•K-ptAo. Could you give 100 a coso I 
Mr. CRAWIOJID. Your' tcl'm "seiOcted capital expenditurM" refers to 

what! •· 
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m 
.,_ •• ,.. M--.vnuu. If you wouldn't mind-you •Y you ha•·e a 
..,.,....,_ ·' · th cue 1 

eaa in mirid. Would you f11YO mo o . L 
~~ C...wJ'<lllll. Do yon mean by that.language 1t may ""-ry 

f r. 1 control the issuance of new cop1tal for the PIIIPC* of tstl.'l>d· 
. or "8 0 . acit . 1 Ill that what you mean by tll&t term 1 
111~~:~;'1.{~,1.". Whotl hac! m mind is in oonnootion with 
nation• I defense. • ,_. f. 

Mr c ... v.·rom That is what I om ape..,.mg o • 
~tory .Uc.oBNTUAU. If you wa~t an ex.ampl~~ uae a etty. Sup· 
·1 a e>ty wanted to 1(0 ahoad w•!h a new bru1ge, and the War 

~MI~tnt or publie bighwoyl felt 11 was nOI. oeeessary. But tl1e 
city "aut.ed tbat b~. . h' y 

Alt. C11A1I'I'OID. 11>tn it would bt fa1r for 111<1 to ... y t IS:. ~lt term 
•new capital expenditurti" ref~no to all uponditures wh>ch ID\'Ol<o 
work othtr than defense openou~t. 

Secretary Al<*lllNTIIAU. That l8 r1ght. . 
rtfr. c..."'J'Oitl). Tl>en, of coun!e1 that would cover oorporoUon sur· 

plus, uow issues, private nnd pub!•c .. 
&~relilry MoRGEN'l'flAU. That 1.11 r~ght. . . 
Mr CuwroRll. Mny I ask one other quesllon on th••: Would you 

lli'U~ <"Ontrols other than p•·ioritiesi I think you illSWOred tlu1to 
while ago when you enltll'ged ou tJ,at.. . . . . 

Do 1·ou think restrictions, under 11rer.ent oond•bons, should be 1m· 
pooo<l'ou credit 1(1'1lllted for midenual building oonst ruction t That 
haslll'en atli!Weniil this morning, under F. H. A. 

Secretary MOIIOilsTIIAU. I took care of that. 
Mr. C11AW7011D. I nocice that inwillment credit of this nature was 

u chKled from tht President's Executive order which fumi4hed the 
basis for the ltgislation on installment credit. 

In 01her words, should Congrtiill paS8 legislation to curtail Govero· 
ment sub<!idized credits1 such •• F. H. A. at the present llmef You 
do not need to answer tltat. 

1 unden;tand that I'Oilte&entativ1J6 of the Federal Reserve System. 
memboli! ol the Board nml tho ~•·vo stafl', and rep••esentativeH of 
tho Fode•·•l lleser••e bt~nka, have been conferring continuously with 
the Treasury officials on many of these questions we have boon diBCuWJ· 
inll hero this morning, and otl1ert!. May I ask, therefore, whether your 
~mme1ldat ions on this qutStion we have before us this moming 
involve the Federal lleRt\·e lloard'a present attitude I Or would you 
P"'ftr we take that up with Mr. Ecclte when be comes before us f 

Secretary M OIIGE.'<TIIAU. Wtll, I have talked about our relationship. 
and if you want to go into it any further and hear Mr. Ecclet' ltory­
hie aide of the story, he will bt bert. I think I have UJl,_j myself 
pretty fully on how well we how hee. n working together, and tho 
statom•nt of last night, which is the result of t.htloe oonferene<!OI, 
speak. for itself. 

Mr. l'uwFORo. I had this question prepared here; whMhor you 
would like to give ns a l(lliWrnl viewpoint as to how and. under what 
oondit ions the Federal >leotrve lloord will utili"" any additional 
110w~n to increase reserve requin~menta Congress may opprov~ bul 
J thmk you have covered that about as fuUy as can be. 

S..:l'ftary u-...u. Yes. ~ 
Mr. Ca•~. Mr. Chairman, tJ. ol Is all the,au...tiontl I ba<e. 
Mr. D~·r:r. May I ask a quHtion to dear up a: }lOint I bl"'Olgh~outf 

m 
Mr Ww.w<L Yes, you may proceed • 
M r: Da•·WT. Mr. Secretar7 1 I wioh to reftr to youutaltmonl to Mr. 

Crawford, in •hieh you ll&lCI you favored tuation that would take 
a ll net re•tJme from business in excea of 6 percent of the paid·in 
c&pital. There are nutMrous companlee which hne elected for many 
·ears prior to the p,_,.t emergency to keep their car,italization 

imall ond have plowed back their earnings into surplus, t >ereby pro­
••iding their working ctpital. Moreover, then~ &r& personal-semee 
companil!l with little or no capilli. My question is, Do I undentand 
that you favor conllac•tion by taltation of all earni113" in • .._ of 
6 perctnt on tho osoh money invflllted in an undertaking, witho .. ~ 
regard to the average earnings during what may be tumed nom~al 
busint111 conditions! 

Secretary MOIIO&I<UIAv. Wtll, Mr. De•-ey1 I think it""" Mr. Wil· 
liaiiUl who asked me the queetion, and I MIQ I could ei~ gioe him 
a very aimple answer in a fe•· words 1\11 to how I felt, or I could 
have one of our tax. experts give him a more detailed answer. A.nd 
"hat I wu attemptiog to do woo to tell you gentlemen bow I felt, to 
give you a sort of rule of thumb. I n~oli&& that to avoid injuatice 
some modi8entions would be required. If you don't mind, tho wo~<lH 
nnd languoge which you used, do not h~p1>en to. fit my P,hilolklpby 
or nttituilo toward business. But I do thtnk that m these umts when 
we are asking the young men of this rountry to serve tl1eir Nation 
at $1 a day, and go through what they ""' doing1 and ~k thtm to 
wve up what they have gwen up, we .... not osk:lng busm .... to do 
anything more tlian what is its &hare, if a way ean be found, for 
rhem to g:ive up uc:ess profits over and above 6 perctnt of the money 
in••Mted tn tbo business to help pay for this national-deftn!le pro-

~m. •- . . . b 
Mr. D•wu. Mr. Secretary, I don't wont to""· put 10 a pooot•on y 

you or anyone else of n!OODIIIlending thnl bu8IDess should prosper 
oxccssivol)l ot the eXJll'""" of Mtio1111l <lefense. What I really wanted 
to cle11r up wll8 the puillt that I bel i~ve the!"' is I!Ome ~ontroversY. 113 
to inve&IOO capital and average &~~rnmgs bemg tJ.oe bouns of taxation. 
And 1our fitatement made invested capital ttie base. I believe that 
taxot l()n should be made on all ex00811 profits, IUld that we should all 
make l!llcriflootl and put our shouldel'8 to the wb~l But 1 do not 
believe in a tax policy that will confiscate everythmg over 6 ptl'<'enL 
without regard to the past optrationt of a ~,_or of a puoonal 
,.rvice company. That is what I wanted to ~ my sta~enL to. 
And I do not think Congn<llllllan Crawford-! "'!' puttmg words 
into hit mouth-meant much more than that. I think all the nwtm· 
btl'8 of tbia committte, and 1 ktlO"' all on the minority aide, and . all 
good Americans, are completely behind you and completely behmd 
any efl'ort thot will mal<e your task easier .,,/i get you the tu. monty, 
but 1 do not want to see the gOOile that lays tho golden egg kolled, 110 

thnt wlwn thelle boys that ani only gl>U.iug • doUar a day ~me hon!"l 
they won't find any jobs waiting for fh•m, because bu&lnel!ll w1l 
ba••e been de61.royed. . • 

Mr. CIJAwl'OIID. Mr. Chairmrul, may l introduce thiS paper onto the 
record I 

Mr. Wn.u.urs. Yes; that may bt made a part of the reoord. 
(The paper it u follows:) 
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so.-., oo.-wuou 011 1"'Dt I"WZZIILl&. Jlu;an'K S'ri'TDI-IPr.uuo:11'1' ,_ ntt ~ 

r.r ,..,... .... rat.,......,. ... ., W.......,., Stpt•Mr tt. 1tfl. 

s--•l$U. 
Att 1 turt.ber ~~:tep lu the oovernwtrlt't prorr,uu tor f!OlDbaUna llkftatSoo. tbe 

Bolrd of Oo<reraol'l ot tbe lf't!dertl IW.Crre Srlltm. t.fter OOillultatkla .,ltb liM 
SNTttarr ot the TrHiwt'J'. bu todtr 1.~ rfttne reQ'OJrt'IDtbtl tar membtt 
bub 10 tb1 prtiHC Mtll0'7 Umll. tG'ectfn .SOftmbfor L Thll at'tlolt. Qllel• 

JDOUIIt a,creed u-pon. I~ r8t1"1'e rtqul.rownu bT about 0Dio4tnotb. 
Tb• requlremea•r. ~toa oa that dlt~ wUt bt: ~·or demlrwl depot.l~ • 

pti"C'tnt at otntml rtll(lr\'e elt1 bankt. 20. pel't'ent lit rteerYe dty blnU., aDd 1• 

pe:rt'trlt llt coun1r1 .. us: tor time dci)OI!Itt. 0 J)f!rcolat at fill tlAuet or membl!r 
biDU. Tbll artiOQ will l"ttUlt In I reduction ot t-Xoetll re.ertea !tom &boot 
U biUitlft ctonan to abOut 4 btlUon dollara tor IDC"DJber banks tall~ u a • bole. 

At ('fOiraJ retern rl= tUHI rteen'tll wlU be l'f!d~ •PIK'O..-tdr fro. 
$2.400,000.000 10 fl , 000; al _... d'S baab, bom fl ~O"ClOOO 10 

JUiOO.OOO.OOO. and at eotaflt1'7 blnU trom oear(T 11.000.000.000 to 1800,000.000. 
ne 1ctloo wUl IN\'1! tbe bt~b t.t a wbole with ample tuuda to meet all bank 

~red It ttt.I(!(Lt ot the di!f(lrloife pro(T'IIIII t1 od aU l~ltlnutte requirement• of tbelr C!\l• 

tomthl. A ton•t>y JtuH:tt r«"Cl'lUr bJ' the Board albowed that a liutt maJorlt1 ot 

the mttnber t.nb wHI be able t·o Ntel tbe lne!I'Mied reQUirementt out ot ull•~ 

IQI nttN ~and all bur a ftw ot tbe remaiD6fl' bt d:rawtn,. upoo a pon:1oo 

ot rb-Mr dt'poatt. wtrb d l7 (Ofi~ta. 
"rbe Boenl deW"miMd tba:t penaltle. tor dtOeltPl rtwn'tl prior to ~ 1. 

lO·fl. tibaU be bltJtt(l upon l'ftlen'"e requii"Y.mthtt In etfect OctObtr 81, t&u. 
The rullowh1g IRble c..'Omptlret Ilia uew requlremente with t•-r~ent n..oqulrementa 

whiC'h h.,.e been In f'trect IJI.oce Arwll 16. ld 

Jle~t~ltft" Bul: ~.,-re ,..,.,ltWMetd.f 

. 
(_,_ 

w • 
• • , 

Mr: SPENoz. I do n\)t. think I am capnble of asking technical 
qU<thons, but J _would like to ask how much the income of the 

people of Jht Unutd &at~ hns been inertaiiOd owin'g to the emer· 

!!"""To !he defen86 act.ivities, over the nonnal that would ha•e 
obt•mcd. 
, Sooretnr.l' l't!on0flii'11JAU. You will have to give me a minute. 

Could ~tr. Hau of our Resea1oeh Sootion answer that t 
Mr. SPL'<CE. Y .. ; 1 just want tbe infonnatioo. 
Mr. H•M. (Direc:tor Rosearch and Statilotica) . Mr. Congrt9!0ltn, 

I .do not thmk 11 18 )l08S1ble by any type of analysis to e@timAJe 

~'Jth "ny ~egree of ltCC-uracy how much of the increaac in nutionft.l 
·~u.·ome.wlnch hat ~urred dtu·ing the COUI'fJe of the buHiness ruq>un· 
SIOII_,ce the fllhonal·defe.nse )lrogram begat•~uld be attributed 
dn-.edy to the def•n.e program. 

1 
~fr. SJ.jCL If it wos not. all ributable to the em"!l!"ney our legis­

th~s0~0 ":~~~~ not be bdsed upon noythlng, would itt We 'are b..su1g 
h I!' ted 00 0~1 the fact th11t there is an emergency 11nd that it 
h:e,cren conditions that did IIOt exist. when 110 emc.rgeocy Wllll 

ti!:i ~ 'J.'hm b no question but that the large inerepe in na· 
come IS to a great extent auributable to the naJional-def...e 

.. ,O~ JU.L 97& 

••ptodilurH, but t<> make a do&iti.,. .U..te aad •1 jwt bow 
n1ueh of thig ioCJ'Mk ....,. d~ I<> _tha~ would ..-itate tlllliJnadng 
whnt would have been the 11tuation If them had been no dof-

Jlffllfram. . 
an·. SPUI!lll. But the. tendency, I lhtnk you can "\'6> wiU he to oon-· 

•unUy inc~a86 that moome un..,r preMilt condilioM; isn't that 

1Mitf • 
Mr. H.ue. I th1.nk you araa!*>lately ~trect. 
Mr. Sn11011. What Jlroport•on of the tncome do you think we can 

1-eoover bv taxation! How ann we limit that I How e&n we reduoo 
lhiB 8wolfen nationol income by taxation to jl<lt it bitek into normal 
<hannels! What etJed will taxation have upen it! 

Mr. H.uo. That is a ge~ral policy qUHI.ion. The Seerttary may 

wt.h to an~r that hinulalf. · 
SI!Cretary Mo110m<THJ1U. It b very dilllcult to answer. 
Mr. SPF.NCP. It is diffieult, but don't you think that is funda· 

menial! Don't you think it oug~t I<> be oonaideredl 
Secretory MoaoEl<lHAv. Wau, the situation chango& eo frut. I 

ll1flln, the amount of m<>ne~ are 8J10nding for national defel180 

rhonp;es so fast that, as J ~~aid belore the Ways and Meall8 Committ~ 
the recommendation I asked for, three and a half billion, looked old· 

f11shioncd or out of date before the committee had even finished the 
hN~rinj!S. "~1en J went up there and W!ked for th...., ood a hnlf 

billion I thought I was uking for the last drop in tho bottle, but 

before I j!Ot through I made up my mind I would ha ... Ul have another 

bottle. 
Mr. SnNcz. \Veil, you will recapture • pat deal of that by the 

oode of Government securities, will you notf Is there • limit to the 

saleo.f Government securitillfll 
Secretary MoROE>o'l'BAV. Well, we haven't foolld that limit yet, and 

I hope we nenr will. 
}fr. Snl<o:r. Price control alon<!, the machinery of •rbitrarily Itt· 

tinj( prices would he entirely ioetJectivo if it , .. 8 not coordinated with 

fiscal manalll'mont and•.monetary control. 
Se<retary MOIIO.tNTRAV. That is right.. 
Mr. SPEl<ce. Don't you think they •re the grea!Ht lingle ogweiM 

to maintain tho price Je..,l! 
Soorttary Moao•NTRAU. Aa J said earlier in the morning, wo are in 

louch eonstontlv on a very infornnd bnsis, not only with &lr. Honder· 

ROn, but with Aft. Ne.lson, with the Fedo1•ol n-rvo Boord, and with• 
Mr. Jesse Jones. I mean we are in oonatant touch, by telephone and 

by .-tinga, t<> dieeuss thill problem, boct~Wie • • are all aware of tl1e 

~·ity of tho aituationJ and we are trying to cope with it to the boat 
of our ability. There isn't a day lhaU do not Ialli with somelJoclr, OMe 

or twice, ask their advioo, ask their help. We have meetings gomg on 
llll day in tl1o Treasury and in eome of thaee other agencies, dil!CuMing 

tho vory point that you mention. 
. ~lr. SP£Nca. Now, there are many JW>ple that have tome standing 

1n the finaDCial world, economiota, who believe a rea11011able price le•e1 
oould he establishod and maintaiMCI by fi~~Cal mana~mont and mont· 

t "~ oontrol. What is your opinion abOut that! 

I 
O<Cretary MoiiOurm:Av. I think under existing oonditions today 

l JGt that it; irnpo!lllible. 
tJtt$---41-pt. l~ 
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Mr Sn><or.. I mean under normol condition~. 
~reA,.ry Moow•~"TUAU. I don't know. I t boa not been demon. 

strated to my Mtisfactioo that it can be done. 
Mr. So-e!<a:. As J undersund the trouble reaultll from an intreaeec~ 

purchasing capacity of the Amencan people and II'!• fact th!lt tbe pro. 
duct ion or coOsumenr' goods does not l<eep pe<:e woth th!lt purehasinc 

power. . . h' 
Sooret~ry Mouo£:<TBAtJ, Y~u are quote rig ':" 
Mr. S rtNt'11. l•n't !hero so,•ng to be a po118oble tendency to roduco 

the production of consumers gi>ods as mdustry gradually goos into 
defense produclion I 

Secretary MOIIGEX1"11Atl. That is the pl'!'.Sent tenden_c~, ~lr, 8)ltl1<0, 
bul who I J was hoping, ond whal I h~,-e been advoc:ati!'l; !" tho1 mo" 
attenl ion will be go <en to tl1~ productoon of goods for cnilia~ 10 th~t 
this vo.•t "'"'"'!·up purohll.Sllljl power, due to ,defense SJ"'~dmg, wdl 
havo some outl•t to buy noudofenso merchandise, and I thmk ll1at is 
som•lhin~t lhnt we rut hnvo to study very veo·y cnrefutly. There"" 
pJ1mtA which can be e.xpnndod, which could mnn~1 fncture nondclonee 
goods, and it is Yery important thnt we_ge~expl118IOD ~f producl.ion of 
nondefen8f j(OOds to take CAre of the cmlum populllUon. 

~fr. So'F.!<Cr- In order lodothat, we will ha,·e to make the prodU<titlll 
of nondefenl!e j(OOds as attracti<e as I he production of defense goodL 

Seerelary )[ooo.,..'TnAu. Yes. That is right. 
~ir. S••~<c .. What do you suggest along thnt line! 
Scoretiii'Y Mono•N1'I"ll· All Tknow is thnt the nood is thoro, but I 

am ned prtipoo'Cd lo say how it shou ld he done. '!'hose people who nre 
char~tt>d with tltat responsibility nre studying the subject and I hotl<l 
they will find an answer. 

Mr. SP!.<CK. Do \"OU lhink that • curtailment of installment buying 
will have a ~treat effect in meeting tbe problem I 

Seere1ory Moonm."TD.H7. Well, as I unde,.,.tnnd it, the curtailment of 
inst•llment buying hns two objects. One, as in the cnl!<l of automobile~~, 
to kl'llp tho people Jrorn mnnu fncturing automobiles and usin~t rna· 
teo·inl which 18 so vitall y ncc<lod for defense pUfiX>SOS. They can reduce 
the number of nutomobilCI! monufactured eilhcr by matdng it unat,. 
tracti\·e lo buy I hem, by tightening up on the amount of monev in the 
down pooyn>tnt, or by mekong it nut to impo811ible for the auti>mobilo 
manufacturer to get materi•la to go into tht.m. We. are in a vuy, \"try 
dillicult period and it neeci. I he brain and the h•art of everybody to 
work tol!"ther to try to solve it. 

Mr. S•••~<C"- We have alrendy largely repoalod the law of supply 
and dcnmnd. PriorWes has done tha~. hns it not t 

Seerotnry .MoaoeNTHAU. To an extent. 
Mr. Srz><e&. Of course, it would be absolutely n_,-y for you to 

work in conjuncl ion with the Fodera! Reserve, because your operatiolll 
are.the .. teof Oovernmentt!eeurities, and if the Federal Reserve would 
1!0 !lit~ the mark•t and buy I he l!teuroties it would simply negati•e your 
ac11vtllee, would tt not! 
~relary ~fooozmu~o. That could arise. We have a splendid 

wOI·kmg arrangement woth tho Federal Reserve. We are in constant 
tnucl! will.• l!llth otlter. Both agencies are fnlly aware of tlte lll'l vitY. of 
the 81luatoon and we work from early morning to late at night try•ng 
to do the big job we can. 

PJUCJ:-()()NTJIOL BILL 

Mr. So•ENCL Tho wholo situation rMOives itself into this: You have 
to control absolutely I he purcbasmg JX>Wer or you have got to incre.., 
the production of conwmers' ~s. Isn\ that the whole problem! 

Secretary MoaoENTUAtl. I ihink we hno lo do bel h. 
~lr. SPESe& Ya 
Secretary MOIIGil!\"T1tAll. I think ""6 ha\'t to do both. 
Mr. Sroe& I notice thi& reletllle of the Federal Reoervo illustrates 

tho power, it seems to me. ofthe Federal Reoerve. They have increased 
the 0.,olml ReS<'rvc cil.y banks from 221)4 to 26, the lle8erve city blinks 
from 17~ to 20, tho county banks frum 12 to 14 pereent, and on time 
deposils of member bonks from 5 to 6 percent, and yel th?ftll small 
increasos reduced the excess reserves $1,200,000,000. SO I hat'" a pow­
erful aj!l'ncy to oonlrollhe money supt>ly of I he Uniled Slates. 

S.Cre1ary MOIIIlESTIIAU. That is correct. 
Mr. CaA\\"FOBD. Mr. Spence, may I ask a questiont 
Mo·. SPr.sCE. YCl!. 
Mr. CRAWFORD. On this matter of increasing the conBumor goods: 

J f lunde.rstood tho Secretary a moment. ngo, pr10rit ies n o now operat­
ing in such a way I hat we must not and we cnnnot expect to ext>and the 
producth·e fueiht it'l for turning oul more consumer good&-unless I 
misunderstood you. 

S.Creary M()OI(IEntL\tl. Would you repeel that, plea,. I I a on 
oorry. 

Mr. CRAwFORD. I undustood you tot!tly awhile a,::o that the priori lies 
are operating in such 1\ way that a oorpor11tion, for instnnce, CAnnot 
.XIltntd its prnduct ivc Clll,.city for the purpose of produoing con­
sumeo· goods, hecouse it would dlrooJ.ly compete with the dcft•nso rffort. 

Secretary M()JI(II<N1"11AlJ. That is tl1e objecth·e, I undcrsland. of the 
priorily people, and I helie~e they are doing it lo the best of their 
abilily. 

Mr. C.Awl'OBD. I Mlisethat point becauteyou brouj!ht up thequt'Slion 
I here of producing consumer j;oods oo as to take care of tho purch&.,ing 
power and so that tho tcndenc.Y. would T'('Dlain down. 

Mr. FotU>. Mo·. Sooretnry, tf it wore pO&!ible to absolutely balance 
produc.Lion with tJu, pui'Chasing powl!r1 we. wouldn't have nny inflntion, 
would wei 

Secretary MOJtOENTIIAtl. I am oorrJ; I cannot. hear. 
llr. FORD. II it ,. . ...., poosibl& to tncrease the production of j!OOd!, 

ao that it would me<lt. th&/urchasing power that this ne"" influx has 
bn>ught about, there woul be no danger of inllation, would theret 

SOOretary l\10ROIINT11At7. That is rigl\t. 
Mr. FoRo. Now tltcn, thero are jut!lthree things I wnnt to osk. On 

tho question of tl1e 6-pcroent return on capital investment: Take a 
con~rn that probtlbly hill! a capital structure, capital stock, of, l!!ly, 
$20,000. By reason of this emergency lhey ~t ord~rs that enable 
them to do $1200,000 of busine9!, we will &ay, Ond th.-ir overalf profit on 
lhat $12001000 was 6 ~reent, or $121000. In the year 1hey bad that 
$12,000 profit as agaonst a capital mvestment of $20000, when the 
lox was levied, would you say they were only entitled !;, $1,200 profit 
on the $20,000, or thBt they were really entitled to 6 pereent on the 
net amount of that business during the year! 

S.Crotary llfoatntNTHAU. If thoee su~ons which I refer ro were 
oarried out literally they would have $1;200 at the end of the year. 
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) [r Foao. The other 9u .. tion wu about the laS. ~saw. DOe !i«uroo 
the other day. The esteting tax08 in the new tax bill will Ul&o our 

total taxes sbout what t 
S.Crelary A!OIIOt,,n•o. Abou~ ~18,0001000,000. 
Mr. F()OD. T~ if our national income tnereastd to $108,000,000,0001 

which is the 6~ aomebody hu I'!~ our tax ~ure •ould 
be about 12 percent of our ~ross ~auonalltl!"'me; would 1t not! 

Seeretury Mo•ovrnuu. fhat 18 about rtght. 
~fr. Fom Do you consider that a stiff percentage of taxation on 

the national income f . • . • 
S.Cretary M ORGENTJJAO. I don't. thtnk ll IS high enouah. 
Mr. Foon. Then, •• a ntRtler of fact, on ~108,000,000,000 national 

income for the ye•r, n tnx HI ructur~ of npproxtmntely U )lOI'C\lnt would 
not be lerribly on~ of hne; would ttl 

1 doni know how you ..-ould get it. but it would not be ttrribly 

out of line. d 'k d h li 1 b' be 
Secretary MoROESTIIAU. I wool It e to stu Y I nt a U e It fore 

nOJ:werlng. 
Mr. Foao. Fifteen or eighteen 1~roent would not be too far of!, 

anyhow! . . 
ilec:retnry Moeo~<.'<TUAO. If you don't mmd. I )USt want more; 

that's nil. . . 
Mr. Fonn. Anothet· qnt'Si ion WitS .,,u;ed 10uclung on w•ge... I sup. 

poee it could be readily demonstraiAld by somo dlilinite rtli!Curch thot 
1ht onajor rail!e has be.n wil hin the defense industry. 

Secre1ary MOBOE.'•iTJlAII. I wouldn't. know. 
Mr. FoRo. Have you mnde any filudy of that 1 
S..retat·y MoROENTn•u. There nro plenty of people in the coun1 ry 

who shuly that., but I CAn't give you nn otlhand opinion. 
~Ir. Fom It doesn't come within tlte purview o( I be Treasury I 
Secrelary M OR<lE>o'THAll. !io; I wouldn't know. 
Mr. \'Vn.U.tll8. The ronunittee \villetand in recess until 2:30. 
(Whereu1>0n ttl, 12:20 I' · m. the committee rece8Sed until 2: 80 p. m.) 

(TI•e c·<munittf'e rotwened nt 2:46 p. m., at the f Xpintion of thl! 
f'O(l ..... , 

MNniJ<t.,. pi-nt wet't' 118 follows: Steagall, William•, Speucc, 
Fnrd. BrO\vn. 1'atman1 Gore, Barry, Monroney. Crawford, Kean, 
lli'" Sumner. M""-<nl mitb, Kunkel.] BoiJ?h, an<i Dewey. 

The ClrAIRMAl<. The committee wi I be m order. 
. Mr. C••wmn». Mr. Ch•irman, m•y I make on~ requeirt at thi• 

tune 1 
The Cw.mMAl<. Yes. 
Mr. Cluwi'Oill>. I n oouuection with mr iuterroozatiug llr. BarT) 

wtth _I'OS!>e<t to what he ntellnt by "partly pri~ l< I would like to 
subrmt fot· tho record • new J?arity formula whiclt has boon handed 
:o ute ~y . """ of my <·onstttuentll. I woulrl like, ' tl<lnni~sion to 

h~v• !Ius lllSI'rted m the rt00rd for the iniormatiot> of the eom· 
mlttff. 

Th• CtJAt""""· That will be i~. I' 
Ill ' 
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Mr. C.,.wfOIII>. This is ~bmilted by Mr •. Edward E. Kottllf<ly, 
vice P"'sident of the National Fa..-ro Outld. He aul!l!"flla that 
paragraph (1) of sootion 801 (a) of the Agricultuntl A(l justment 
Act of 1938, as amended, is amended to read as follows: 

Cll "l'arlt1" u applied 1o prl<oo tor l11l7 OCrttCUIIural -1(7 ohaU be 

detertllilltd b)' molltoll"lna the &'ft,.P price or Mda ~ItT f<W tlle .ao.t 
l"f(ee'' l JO.re.r period.- tor wbtdl IUC:b J)fktl IN uYllable b7 tbf pertttUI~ 

which the mo11t r«ent nnntutl totAl n:pen~~e~ lnd «»t:J of all 11rttv.1tonu 11~ 

ducdoD l.fl or of the 1r01a lncomo Of acrleullure for the lfil<l mCMt ren.'tlt 10 
~,.. tor "'biC':b price~ Mrt avallltble.. The c:urrtot monthlJ, qu•rtttlJ. or 1n• 

Paa.l ~ of production ot aU farm ('OIIUI)(IdltlM ll baled on mo11lhl7. qutl" 

ftrlt cw 1nnU1I «* lndlC'ftl ll'laU be t.be aartPtt tMm obeliiDI"CC b7 addlq 

the Prot~uf.'tAf obtnJ.oed b7 multlplYfnl Mt:b Of tM llC!Ulll Of opeNIIPC and othtr 

11nowa1Jlo fnrm eoesLtt on nil fanu1 In the United 81Atel5 for the: ma-t ~nt 

fL'flr tor whlrb ttte~tlsclt'J of lbe Depilrtm('nt of Atcrh" •lture 11re "'' ulluble br the 

J'Crt"fntAF whleb ttie Matrent montbty, Quarterlr, or annual (!(!Il l Index of tucll 

' lf'Ud Is o.t lhe ooet lndu of soeb Utm du:rtna IOC'b ,·ear t or ..-tblth t~t~tUtlr. 

are a.-aUablot. For CH purpc:ll'!e Of lbll pln11"11 .. optrltl'-1 and Olbtr a llow­

nble tarru ~~ l!ball be deemed 1.0 lodude all ana.ual ·~ or COilht ot 
t••nn IIUJIJ)lltt, teed, equipment. ~pltal a.nd wa~ lndodtnc In put, totf l"'!!t 

l)ll
tfd on •ll.l fMm and ' ''rmlDI tndebtedneu, t perctnt on unmortcol('d eQlllt, 

n fllntl and farm opentiDI TBIUN. blrcd and UOI'Iflld famllJ f11nn waget, nt l 

•unwU IDfll,..IK'e ('Oila aUo.-&ble on t.nn bulk1htp. . f!QUipnM!'nl, lll.llt:hltK"r>, 

tfOSJI!!. ad t'aloftm and ate. tutt- parable oo farm ao4 tanaln.c eapltat. 11.Dd 

tantlnll to lhe tum operator equal to tbe •~...,. wace s-W CUITffttl)' LO 

lndns[rtal workt!TS ot the United Stath ln mt.nu~eturfnr, mtnlnJ, tDd ti"'M­

I'IOrtuUoo f'Xt'htdlns a.MIHrled enfplo)'eet.-(PrtrJAred by l:dwru•d c. Kennt'ClJ, 

\'le1• pn.>tldt~nl. NatiOUAI h.rmtra Oul1d. ) 

Cofi:T- Po\UTY L'fo:>v& Paacu f'OI. Fuw Oowwoornc. 

T ills l111t'llJc>nr and at'tO:mpa.a,Sna tabla onUIMtl a method or •JJP,..t:b fOf' 

llk-eru•lnlnc tnu~ eost·p~rlt)' lurome prlctS tor fa rm rommOdlllf•~&. Tbla method 

t.'OmWnefJ a true pn rHy Qf locome and t'Otll prloee. 
Tbl• Olethocl •• Blmplf~. AU ot the factuaJ dMa h1 8\'aHlblt In the Dellllt rt• 

lrtent of A.pieulture ti.S llbor' and rurrtntlr pub1JA:bt4. Tabl8 11 11nd UI demon· 

Jttratftl tbe ftexlblUtt or tbe 1ottbod tor compottnJ tbe <'OS~plrltt totOa:.e prkft 

n~rreot.J..T moatb by month rtl ectlnc 107 cbADI8 Ia tbe flt"'IM'f'l C'Or'f'f'Ot C*t ., 

productlon, 
A torther study a nd cftleulAUOn &bollld be made of lt(!tru~ or l)llld out expen.IIM 

of farm production sueh 111 loiJurente on farm btllldlnfAI and equipment, lntel'8t 

on tbe YtiOfl o.t per110n11 propertJ nted ID fa rm l)rocloctJon, tnt .. oo Jlf"l'80nll 

Pf'OI)trt)" tlled In farm produetiOD., and t'f'OP'haunu)tlt premfuma. '~'bale lltn:ll 

•bould btl lndudtd. 
Tbe el'l'eet or lnelndlna the nbon 1tem11 and a tnrther retlnf'lntnt ot 80II)e of tbt 

Items Included would tend to lllabtlt lnemtee the t<lfJt·pllrllf lo('Ome prlett 

811own In Utblu U L 
A ~ped.fte tttUutoey d('l('.rtptlon ot cbll methOd or t'Ompllth\fe 114'('f!8Mff prltM 

for fann COIDIDOdltiM tiD be prep~ red. J!'or tlw )M'k-fo aucllnC!OCJ'lot lMl.ie ptrlod ( 

bay-e. o.wd IM tlli2()...29 ptt1od. I t wo.tld be ent:tm,- IJII'OI)er wttb this metbod to 

liM' a monblt m08t l"K'f'ftt 10.}'ft1" period. I baYt littMtd for the purpl)llt of 

thl3 llhunratlou the 102()..20 period bocftuse the prh:e matJonahl .. of one C'OID• 

tnOdlty v.•ltb nnothe.r 1are Abou t lla good lu thnt period "" ht any period ~tnd for the 

f'nrtber mt.I!IOn that tbf' Rt'etoftge: price~~ tot that rr•u wtre ~odll1 ttvlllla blt.1 

R8pE'C'Ihlllf ,cubmlnfd, 
Blnr..o B. Kit.'C!OZ)Y, 

VI~ Prt:fllt1tl• N•lknwll '•f'W4fn Ollil4 
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Mr. KJW<. Mr. Secretary, last ~·r whe~ you made Y,O~r 61&16-

ment reeonunending lower non\lefen,.expenclit~reo, t~e admuustration 

paid no attention to you r vtews. . Several "!m~ m the, P.Ut. aleo 
·ou have made 01bor reeommendattot\J t~ whtch the a_dmml8tratlon 

?, •• paid no attention. Wha~ 1 would, hke to ~ow IB whether in 

yoUI' pt'CI>tu-ed stntemen~ you llt'e e.•P":CI!8'"g the vtews ~f the adminia. 

1 ration or onJy your own pea'8Qnal \ 'ICW&. 1 am tttlk:ing a. bout your 

prepared lltatement. . . 
Secretary Moii()&:<Tu•a. I think the eonsuntlv~ thmg to ""Y is that 

I hey 1tro my own v•ews. 
Mr. KI!.AN. Then 11·e t'1lnnot count on the lull support of the admi11• 

istration for thOI;I! J)()licies • , . . . 
Secretary MOII()ISTI"OU. :So. I doni belteo·e you can JUmp to that 

conclusion. But. 1 would ra.ther say that tlley are my own viewa. 
Alt·. KllAN. I will ll'ty that I think they are ••ery sound, and I np. 

l>ro,•e of your ,•iew~ in nearl~ evel'y caee. 
Sec""ary M-E~'THAU. 'I hank you. 
Mr. Kr.os. Mr. Secretary, M\'. Baruch indicated on pagt 712 of 

his testimony tht't cho rettson why the Trensury is hesitaring to recom­

mend to Cong~ the power to furthcl' lncreoso the reser\'e requ.ire. 

ments is that the Treasury isafra.id oflhe influence such cbanb'l'll ffilgbt 
ha•·e on th• rates of the Government bonds that they are 1 ryin:; to 

~;ell . 
Seeretury MoMENTuAo. I don'~ know how Mt·. Ban1ch could ha••e 

sa id that , because he certainly was noc in communication with tmy. 

body in tne Treasur' on thu subject. 
Mr. Kr..oN. Be 6&td that. 
Seeretnt·y MoROENTIJA!1. I om not questioning your quotation. 
l\lr. Kr.AN. That is not true. Is that 80 i 
Secret•ry MOIOPJ<TUAu. Mr. Baruch baa not bev1 in oommunieatiou 

with me or with anybody in the Treasury. 
l\lr. Kr .. N. Is thattrne, what he saidt 
Secretory Monom<T>IAo. That we are worricdt 
Mr. KzAN. 'fha~ the reason tJ1at you do not wio;h to recommend to 

Congress ltgislation whkh will make (:IOSSible an increase in the 

resero·e rat .. is be<:at>Se you are afraid of what that might cause to­

ward thl) increw!:O rntes on your bonds. 
Seeo'!lt!II'Y l\lono~sTuAo. Let me put it Ibis way. Somebody mu81. 

ha•·e misinformtd Mr. Baruch. 
The CmtRXAN. Will you permitt an interruption t 
llfr. x,_,,, Yes. 
'l'he Cn• ••"'•"· I know that you wont to bo oceuratc. Mo~he 

you are. But I .d?n't. think that you are entirely aoourat6 in quotmg 
Mr. Baruch's optnton. 

Mr. KI!.AN. I read it on page 712 of his testimony. 
The C!''"""''':'· Perhaps~ but perhapa you dtdn't place the in­

tCI'P!'Chlttou on It t!•nt f" 1!'1gl1t. ha\'0. lie. expt'1088ed tfto view that 

l>o881bly that fear tntght aru.e. That is the substance of his statement 
as l remember Jt. 

Mr. KI!.AN. Yes. J th ink thnt thnt probably is correct. I didn't 
rneun to quote the Scct•etnry or unybody else. 

B 
Secret~ry MoROICNTUAt7. Thftl surpr~sed me, beeauae I think Mr. 

aruch •• a careful person, and I don't think that he ... ould ban 
wanttd to leave the impresston that be quoted me. 

PatC&..COKTBOL BILL 

Mr. Kr..olf. I read it thill morning. . 
;fhe Cu.uoMAl<· ,lust for the ,rooord, would you t;t'•d what he d1d 

• on mat pc>int I Th~n we ":111 know what he &atd. 

""!tr KEA.!f yes. I willrud rt.. 
Mr: enw'ford firtlt asked ~ question about whttber Mr. Baruch 

,.,.ntod 111 get into • qut\l'nll wtth the Ooven1ment. Then Mr. Dantch 

I!Oid: 
1 

dO not: mtud qOirrelloc wltb tbem it I bad aa7 arm ~detlon oa tbt 

wMIOO. bUt tlw C)CW'~n:uaeot ltetlf bu tD borrow T'Ut IWDI of IDOOf7 aDd It 

Cl' cut down tbe rHer'"f!l tt mlrbl haYe to pl1 more tor the ll00f1. Ot 

~:.'rse. w mool. tbnt t cto not know tbut )'OU need aor mo~ 1ttlll1ftl1on. 

Secretary MOli07.NTll.6!1. It you don't mind, thnt is yretty for ~­

moved from saying that that 18 what the Treasury think& That •• 

whnl Mr. Oan1ch thinks. 
~Jr. Kf.A N, ~ir. Burucb indicated thnt the reason that the Treasury 

we:1'6 qutj;j:tiouing it. wQ.S that. they m1ght hove to PI'Y more for tb01r 

money. If d ' 'nd . . . I •-
Secretary M~t1. l.ou on~ m\ . \t .IS not m I •• llta~ 

ment whieh you bavo JUst ret\ • Tho~ 18 Ius op1n1011. 
~flo. KY.As. Yes. 
Secretary MOBGP.NTlL\!1. What you just said. 
Mr KP-os. A.bsoluttly. That is his opinion. 
~retnry MoRGJ:NTHAU. Be is entitled to his opinion. 
M.r. KEAN. Does the Treuury have the same opinionf 

Secretory MoROI!\NTUAU. No. 
Mr. K...,·N. You made a statement to Mr. Crawford in ~bich yot~ 

..id that you did not ~hink that the OoveniDltllt was.~ bonda. 
I want to di8ftgl"l" wtth that rtatelllent. In my optruon there c:er· 

tninl.y is 1>egging if there is n morket nt all times for the bonds. 
It ts a clever schem"' I think it is about as clever as a fiClheme for 

making tho people I*Y 3 yea.rs' tax .. in I year through the tu 

Ant icipation note. , . . , 
Now, thct'9 is one thtnp; obout that. The ehtef obJection to the 

la.·tmtieipntion plan- and I approve of the 1>lan, I think it is all 

ri)!ht--118 1 800 it, will be thot the Government revenues will fool the 
tlr~ in the next depression I yoar 1100ner than they would have 

otherwise. Isn't that right t 
Secretary Mono.,.TUAU. M•y I onswer your quclllion! 
Mr. KF.AN. Yes. Go ahead. 
Secreta~ lfo~'<TitA!1. The first thinj!' that I should like to ~Y· 

if ~·ou don~ mind my differing with you, is that wo ha•·e never tn~ 

nna nevet· could peg the bond market. I me•n, there ha•·e been b1g 

swings in the bond mnrke~ 
Mr. KP.AN. I am tallcing only about defense bondA. 
Secretary Moaoll.''TIIAo. I am talking about tho Oovenlmtnt bond 

m11rket. I hove se<ln swings over a period of 18 months where Ute 

hon<l mnrket has gone down, down, down. We could cushion that 
f11ll; but, as for peg~ it, ao I underst!Uld it, holding it nt one 

price\ n01 only have we never tried to do that, but we 0011fd not. We 

... oula nM have enough money to do it. 
h[r. KEAN. That is tn1e on J!l>neral morket bonds, but not •• far 

ns defense bonds are concerned: 
. Secretary MOBGr.NTIIA!1. I am talking about the regular Treasury 

ti!I!UtS on tLe market. 
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Mr. Ku.J<, Optn-marbt .tuft. . . 
Secretary Moeo&l<111•"· There JUIII. lllll't enough money. 

with moon tbat,don't~t 
Mr. J{a.l.lf. I agree wtth you on that. 
Socfttary Moeo.,...,._.u. As to the ~uury defenee bondt, the._ is 

no market. When ..-e ~I • m•n a !"'"lllgl! ~?ond1 we otter to bu.y it 
b&cl< at any time from htm at the prn:e .he P."d p1u1 &cenJed into...., 
if any. It ia not a qu116tiOn of peggmg m this.,.. because we are the 
only buyer. 

.Sir. KuH. You have an open bid in the marketf 
Secrot•ry Mor.or.NTIIAU. Tite same wny that )'Oil can nlwayo toh a 

$10 bill and take it to the Trt>asury and ''" will g ive you nnother $10 
bUI or $10 in silver if you want it. 

Now, aa to your compli ment, that the tax nnticipntion is clever 1 
would like to accept it, but I cannot. It is not. clover. It wns not 
roeantto be clover. · 

We are trying to de two things. The average Jl<lri!OU who today;. 
I"'Ying tul'tl ie paying taxes on lasl. year's income out of hia current 
meome. What we are trying to bring to his attention is that tho tax• 
are going to be greatly incrtased next year, and not only d- he ban 
to pay for the tues, his 1940 taxes, but he also hu to begin to ave to 
PlY. for the increastd taxes which are going to come next year. 

The whole thou_ght behind this thing is tliat we want to bring it D<ll 
only to tho attent •on of the present taxpayers, but a.bo to the 5,(n)IIOO 
new taxpayera who are going to be added to the rolla, and try to make 
them tax cont~eious; and not only ..UJ they help thet118elvee by saving 
this money, butabo through savmg they will tab it out of circulAtion 
and won't. be buy in~ an automobile or a victrola or a radio and adding 
tlt•t muth purehum~ power to the present spending. 

Th081! •re t~e t ~'<? tdeal behind it. It is not that we need the money 
or Jh•~ we th\nk 1t 18 a clever scheme to jltlt money. But wo have two 
ob)eettvee: F trst, to educate a man to save this year enough to pay 
noxt ycnr the toxca accruing on his aurrent income, and to let the vast 
number of tlOOJllothat hnveuever paid any t•xca bocomo conscious that 
they nre gomg to have to pay them. The otlter thing ia to get them to 
wtthd~w that money new from buying and competing with other 
people m the consumer'~ markets. Those are the ideas bellind it. 

Mr. 1{1.1.~. You do'\ t mean to SRy, !dr· Secretary, that you think 
that you wtll be keepmg the corporations, from which you ~t the 
greater amo!'nt of this tax revenue which will be p&id in the nut tu 
year-what II tho percentage that. you are gettillg from corporationa 15 
compartd to whu you are gettmg from individuals! I mean, tho 
A'undB'a. 

Secretary MOIGI:>C ''""· It is o,·erwbelmingly for the corporations. 
lfr. K.&AH. So, from what you said-
Secretary Moatt.'<TIUU. It is only directed at the A 'a. 
Mr. X...><. They are a very small amount! 
Secretary M..., .. ,,..,, Yes. But the B wu deaii!Ded to take tho 

mono~ out o f the banks and .reduce tho idle funds in tllo bAnks. That 
wast e eo-called B n~t~ which can be used in unlimited amount& 

Mr. KzAK. I tluuk 1t IS all rigbtr---
Secretnry llfottoE><THAU. llfny I finish t 
Mr. K••"· Yes. 

PIIIC&-OONTIIOL Blt.L 

Secretary MOIIOaJ<ftiAU. You hna t'KO distin<t purrc-. You 
ban the A, whi<h ia limited to $1,200. 'lfhich ill w!tat l d-ribed. 
The B is to withdraw the idle funds out of tho banb and to put 
tb•m in the handt of the Government. 

We are perfectlrsincere about it. 
Mr. Ka.H. I t111nk you are perfectly all right. 
Secft!~<Y Mooo•>ITllA'!· But I would rather be gi''tll crtdit for 

being smcere than for belli/[ clever. 
Mr. )UAJ<, 1 think that you are right. but I still think thot it i1 

clever. But Y0\1 are ~!!ling to nm ~to the tro\lble, Mr. Secretary 
that you ttro gomg to. find the next hme we ha,·e a deprt88ion thal 
your revenufliJ are gomg to be cut I year sooner th•n they would 
be otherwiae. b n 't thnt right! 

Secretary l\fOROilNTIIAU. I om not sayinjr that. When that situ•· 
tion comes, the headache is going to be so bad anyw•y that you will 
have to thmk up woys of easing the situation. I would like to say 
that taxes will lxl lel!ll, will be cut do'IVll, but I cannot lilly 10. 

Mr. KEAH. According to the preo&-I C1lnnot find it in the hear• 
iugs-in answer to a quoetion ycaterday by Mr. Monroney, Mr. Hen· 
derson said: 

\"()lunllf'J' •1~1_. to prfftnt wap ~ aft tht Utl l •CC'P In the 
adminlttnttoo'• effort• 10 nert tnl'latloo.. 

Have you heard any talk about that t 
Secretary M oiiOL'<TIL\0. I think Mr. H endtnlOil is here, H t can 

explain what he meant better than I can. 
Mr. K u.H. I undemand what he meant, but T wondtrtd whfther 

you bft\·e heard talk about that. 
Secretary l\f()ll(lfl>ITflAO. I have beard that we ha,·e • lot o f vol· 

untar.}' a~mentK 110w wid• labor and industry. I im1_gine tltat 
what Mr. HenderROn hAd in mind is the same thing that Mr. Sidney 
Hillman told mo )'Clltet-dny, that he hoped to extend theoe agr..,mentl!. 
It is these collechve·bRrj(nininp; agreements I supJ"'""• that Mr. Hen· 
de.roon had in mind, and that ts wl\at Mr. 'Hillmun wn• tlllking to me 
about yestf.\l'day. 

M.r. K EAN. Of COU1'Ke, nccorclinp; to this prfM repurt. it ~t$tetl " to 
o\•ert inf1ntion,'1 which is l\ little. djtTe.rent. l'ttli!On lm· this than 
previougJy o~~&igned. 

Mr. F OHD. I don't think his answer meant that. Jle meant to 
otabiliu it at a reaeonable base or time by area agreements in air· 
cra ft, shipbuildiu~:1 and eeverul other heavy industrieo that 1(0 into 
making up the dttense program. That bos been going on for 2 or 
3 month..o. ~· K&AN. I think otabilizing wagea is a method to prevent in· 
f1at1on. 

~lr. Fooo. That is tlte purpose of it, and tltat waa his alll'f>'tr. 
Mr. KM.'<. With reference to this statement. tltat 1 eanool lind in 

the heoring3. let me sn this: You are a men1ber of the Prsident'a 
statr

1 
~nd you can reoch'his ear, which, of course, none of us, at lout 

on lllis side o f tlte tabl•., can do. Don't ~011 think tltot if we are to 
leave labor out o f thia bill, aa the admimstration haa recommended, 
that before thia bill is p•88ed the President ought lo try to nego· 
tiato 10me of these volunt.ary agreements in order that all the ~pie 
will realize tl111t this ia •n oll-out effort to pt-.went the hardahtpa of 
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inllttion ond th&l ~ .. rybody it J!!>ipg 1.0 be ubcl 1.0 ..,. .. -nAcos 
lcnpoutioi11 without roga~ 1.0 poliucat I look u~ th- 'fOIUJ~t&ry 
•l!""t""'nto u a port of lh11 some program. 

S..rttary ){.,....>'TIUU. I would nlther not oo-'- 011 that, if 
you don~ mind. . 

Mr. K .. lf. L<n't it ll'llt, Mr. Secrel<lryl ~t 1f 10U d!' not get the 
oon6denee of the l~plo, and tMy do not ~>ene~~ that ~" p~ it 
..-ntiolto the well-being of. all lh• ~pie of the Uft!~ Stt:teo, no 
matter what penalty is put w tlus ball for nonoomphance wuh the 
11rogr11111 tho l'rogrnm c•nnot be snooeesfult 
• liecl'i'tl~ry A OI!OP.NTIUO. That is right_. , 
, ~h·. Ko•N. And llJUS any cl!ange whach yon onr) •n.!t-o 111 tho bill 
which will nid in nchioving Ous confidence oould be en•d to bo mo~ 
imJ>OI'Innt thon ony difficultie« which the chong& might c•uM~ in the 
•dmini•tr•tion of tlaelawi Tbnt doos not cnll lor nn onewer. 

Th•nk you. That is all. 
Mr. 11..,1vN. ~lr. S..retary, you said thia morning that the whol&­

""'• prieta of farm products have ..U..n .\7. pe...,.nt on the past year. 
Do you mlite that farm prod~& tJ;Ie ~c commoditillt, bav~no 
up in obout 10 y .. rs 60 ~nt 1n thear tueol 

S..retary MQIIIOCN'TliAu. I don't enctly know it. I om willing to 
tob )'O<If woni for it. 

llr. lloow>t. You >llted thAt you wonted al(riculture in thia biD, 
but that you thou~ht that oj(ricullure oughl lo be .-iving parity. 
You alto otaud thu the cotton thAt the GO•erntoenl 0\\'1\8 ought to be 
aold and put on the market. 

Of t<>Url!t. flxiag a ceiling on coUon would n~ anlount to anl'llaing, 
~mttnn •'Olilcl never attain the ceiling price i( ~~~ put t~ismt­
ton Gil die llroeent marl<et, because 'OO!tou wo~Jd probobJr '110 down 
aa lo" u 8 cent& a pound. 

We all realize that cotton is 91llling no11· far below the matket. And 
ihe thing th~t Ia• depressed the cottoJt price It tho lawa that hnvo 
been 1l11Aiiled bv Con~,...... l.'eCI!ntly. And oue of Ute 1nolt imporlont 
11\•t we have ihat has helped to depress the cott011 price Wftll tl1at tbe 
Government will not .. u io 1 yeur moo" thun a mill iorl n'n~ a. half 
'bol01 of cotton. 

Now, it we undertake to dump all of this cotton on the market, cot· 
ton 11•ill 110 down oo1·eral cents a pound. Wilen the P....,ident dtliv· 
ered hit m...,.go to Conj!TeSS, the price oo cotton went down to $8 
• bolo. The chainnan and other mombtno of the committee wert 
lalkin1110 a .''~preoent~tiv~ from Mr. Hondenoon .. ofRce, aud finallt 
""got theceahn~t m thiS bill plactd atllO percent of Jl'lrity. Cotton 
tbtn ••t:nt up. 

You SJ!O.ke about the importance of this bill in your judgm<'nt. and 
the • ...,.,,,. of passing it rapidly. You will realiu that this bill 
probably would d181'11ptthe people of this countrv IQOfe than IUI}'Ihilljl 
thot hf:l boen J!I'>J>OOed for a long time. At tf>t Mme time I think 
l!OIIltlhtnfl!<l~onld be don• to control inllatioo. 

Bnl th•• boll carri~ with it more elemenla of chango than any bill 
t~•t has eYer ~~ mtroduced in Congreos. I th1nlc we are iiciDf 
rllflot to take thas_t!me to conaider it. This committee's responsibilit~ 
and the Nlll)l01181bahty of Congress certainly is sueh that we •hould h&~•e 
plenty of t une to 110 mto every phase of the bill. 

' 

-I think ,_,..,.., ...- that thla bill baa in il mo" ......,'- of 
chang. in all kloclo of b.-111, with dl ............titieo al-.d1 all 
c~as&ee· and it d_.. C&r&flll OOIIIid-ioD aDd plenty of ~:~.me. 
That ;; m1. feeliag about it., aDd I feel thAt -n b&•e noc. .W.,.ecl 
unn-nly. L.... h' . . .__ • rod I _,_, This billliu been "'"urt t 18 CClODJDJtleeqwtu .....,. tune; a wwl 
to MY at this time that our chairman !mom more about lhia oubj.ot. 
than anybody thU I know of, more than anybody thot 1 have eTI!I' 
oome in contact wit~ in Co~ !'frtlinly. I don't ogroe with him;,.. 
e>-erything, but he 11 a vwy m1811igent IIWI on every phue of govern• 
mont and on evtry phaM of life and on every problem detling with 
0 ,.ry ph••• of lifo. 

You have st.at.od horo that mill.ions of dollano are boing apent for 
cmployoos of tho Oo>·emment and otl10r employooa ; and that if tbe­
m8rket ket)l'! on ~Iaing, it will 008t the Oonn>mcnt an •xtr&Yagont 
811111 J thtnk thal that is one proposition that we have )Oijt 1iglii of' 
whe~ we spMk about ogriculture. These people have been gellinl 
w11J!09 out of all propc.ruon to the people that deal in agriculture. 

r think we ought not to 1- aignt of the bet that we hue got to 
help theoo people in agriculture more. They ore in debt. .U l aay, 
they han been .-lYing for tJ!Ojr pl'Oduct8 ... ,. below parity. They 
cannot wipe out their debt at pori~ prica. For lbot - n, I h .. • 
bfen <uy doubtful about placing that provision in tho bill. 

Now, Mr. Hendenon hts fixed prieoo on many oommoditlea. Do 
you know what the commoditiot are! 

Secretory M.-lOTI<AU. I !mow what some of them are. Yeo. 
)[r. 8110Wl<. A very pi'OIDinent man from my Stole <&lilt to me l­

teniay~_o ~anufoeturer. I think he was alitlle.afraid of Mr. Render· 
son to ""l!in with, but he is inclined to think that he hu done a prttty 
good job. R e ia alt10 inclined to think that if you t.Ue en a few more 
oommoditieo there would not be any necessity of paNing ihia bill; 
which haa nOOOMIIrily 11lanned and disturbed all tho people in tho 
countrj. 

Now
1 

another thing Ia that we do not place any collin!! on rento, 
ucept )U8t in tho dofenoe &rea&, which do not cover very much. What 
the con&umer poya mOfll, for ara clothing, food, and ahelfn; and the 
largest item in that ia shelter. I pay t1in!e to four timeo more rent 
for my OJ>&rtrnent than I pay for food each month. So thoro it quite 
an item m that.. . • • 

I am of tho opinion that what we have dono in the ••Y of hm•t•niJ 
imtallment puri!hUN &nd aleo the boa~.tu bill• lbot ara coming 
before ua wiU have a grt&l.decl on controlling inftation. 1 am ofnlid 
that we ha•e btcome alarmed too much. 

Tbia inereue of 87 ~~ in tM ~ year for the farm cnarka 
now d- not amount to t.Dything lib parity; and I think that ,. bad 
btuer be a little more deliberate and act nry lo11'ly on this bill, which 
'""",. enrylhing, u it does. -

Thank you, ~ry much. 
Mr. lo'OID. Might I uk Hr. Brown a qtll!ltiont If dl of the 

6,000,000 boleo of ootton that we ba~ in st.oroge ""'" lef1. there and 
froz"'• don't. you think thot after this !'m."'1!011ey ia oftr we would 
bavo to go in and eupport cotton a oocond t:icne and tb.it 8,000,000 bo!• 
might gradually rill6 up to something like 12,000,000 halos, ana .,.. 
would liO in tho middle of a very damn bad hi 
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~lr. Uoows. 1 1lon'1 undenund )'OU fellows rr,o'!' the city when you 

l&lk about our rurol \"'Oble~IS. \\ •. can sell a nul bon .•nd a hal{ hill .. 
per monih. We wil ~,.t r1d or tlus •urplu• cotton m the neJ.t 2 or 

a ¥en'"· . . • .• 
r11et'tlnsus rt'POI' I sl1ows th111. we nr·c n11SI11g !t~ut lOV2 m,i l,Uon balea 

U•i• ye>~r. Mr.1iend•rson testifitod U1at the nuhtary necessities would 

co'"'"""' 1he 10~ mi)lion. So where i~ ~he &~rplus going to bet Wo 
willg•t rid or il. 1\ • .-1 to hn•·e. ceilmg fixed for 001!01\, 

The CujUJlliAN. J { r unden;-t;tnd your ~tl\tement, you are in favor of 
Jll'~l·ving ouy lwneUts either fo•· "gt·icultur'tl oa· for lnbor that will 
t.'OUl{\. b~' ••eason of tlw legislath·o t1nnctuumt of I he roear;ut'C8 that. have 
OO..n p1i.!H'd by Cm•,.,~ on 1 heir merits indeJ~IIdentof I hci1· sit11ation 1 

&c!retnry M-E:<TJUtl. Th•t i• rij!bt. Mr. Chainn1111. 
Tilt CuAJRMAN. That. mean! llmt you would poe. advocate a eeiling 

1lwt would be brlow 1he porHy pr1cc for ngraculturul commoditi8 
l'~lnbl hd1l'<-l b~· tH't ctf Congreii-"'; that. you W1u1t to exteml to lnbor the 
lwn<flts nnd th• '"""Its of the l~gisl>~tion in belu1 l f of l.obor! 

~(r, )(OilGJl,'<TUAIJ, TI1at is eorrecL 
·n,. Cu.<tiUL\,., And if I remember eorrec~ly, your testimony is to 

tho t lf«:t thni. you thiuk thot \\'e can embody in this bill authority of 
1h~ Om·,·rnment tu •ulj'ust ineqlmlities in 1-ehuionships and values and 

fix 1wice lo\·e.ls upon w uttseem to be tho merits of the ptu·l iculnr situn· 
tion (I"Um time to tillle rather thnn undcrt•tke. to estttblish nn m·bitrury 
r ...... il!j! dnte II(>On which all prices should be fixed' 

S..retRr\' M_L,TUAIJ. That is rorrect. Mr. Chairman. 

Mr. Uoow:<. I am """'• Mr. Sec:retary, tluu you believe in the theory 
1l1u1 tl1e f~trrner ~<hould Jut ,.e the t~nme treatment u.s indus:li"Y nnd l1tbor · 
in .,, ht••· woJ'ds, t h1lt he should hn ''0 t he sumo pllrity ns lnbor u11J 
indust•·y do. 

S..retan· Moaor-'TUAtl. \\'ell, Mr. Brown, you most likfly are not 

familiar wl1h my rerord 11 Fam1 Credit. Uui. I wenl throuj<h •he 
nu~oot. difficult. yenrs thnt lhe farmer, I hope, will en·r see. I wem 

""""~"the day" whr11 the Hnly wny tho fn•·mcr could kt'CI> his form 
wn• wHh" •hotgun. J thmk I hoi(Jed n little bit in stopping the fo,... 

ci~UI'flS which W('re sweeping the country f·rom coast to toast. 
;;,, I don\ ha•·• to say thnt I am a friend ot the farmer. I think I 

l:utvt demollSfr:ll~l in tbe ~tin_g up of F~nn Credit and as its head, 

tim~ I n'~olly "'"~ ""•.~'~'Sled ·~Ius troubles m thoee most difficult yeors. 
• Nuw, 111 all sutcel'lty, hnvmg seen whnt tho fnrmer went tlll*ough 

m 10~ up tlll'cillgh J1)33, in which he suffered worse thnn nny other 
cia~ 111 ctuscountry. ull I Cfin do in my preit.nt. position is to pointoot 

the danj!tnl Io ~~~ j!tntlemen, who are re&llOIJSible. elected by the 

~f>lf, and remmd >·ou and the fanners of thoo;e 13 heart--breaking 
JeAMJ thn1 they went through, and thnt my only ,,.;sh is to point out 

th.c. dnll~-ters. It. iWtm.s to me thnt we are on the ev-e of TOJ'>Citting the 

m•sl>~.ko•s ~r 1920 •nd thnt ·~·· ••·• nbout to go through a situntion or n 
<"tun!Juuu!<Ht o~ fartono; wluch e~m9ed the f•rme.r so much trOuble iu 
thai trlj!IC ptriod, 

No"'· t hn• is •II th.at !l't can do. The res. • is up to you !!fntlemen. 
I h11ve no sellt.h noterest. The only fl<J41&'l!I!Ion thot I hnve is my 

fu rm. And when I om thi'OUj!h here my rocking chair IIIHI my apple 

m:ehdnrd are whnt look best to me. &; tile fonner is foremoot in my 
mm . 
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Mr Boowl<. I would like to ask you on& more thi•!l!'· 
Tr,~ CJUta ... ,.J<. JUSl a minute. May 1 interrUpt t 
Mr. UaowN. Yes. 
The CHAtRMhl<· .Let me &UilPI~meni. your starement. I may not 

"I!'"" with evo1·ythmg thai. you tmght ~Xl>ress about tho present legla· 
lotion but I bavo learned 110me lnslory in which you played n bi,g 
r•rt '1 ha~ followed these matters. Maybe every member of Uus 
I'Offi;..iuee has. But I happw to know, beoouse I lt•ve '"'t in on aomo 
.. r the conferences, that you were largely retipou.sible for the fonm of 
tloeso bills tltnt were f>aSlle<l in !933, which p•·ovidcd $2,000,000,000 

1f Oo•·ermnont fund;>for usc in relieving tho distressed oondition under 

~hich tJHl fal'mc.rs of the N~'tiou were eutruing 11t thnt tim&. Si!'co 

I he President has been makmg you n l>llrL of that pr_ogram, ,I tlunk 
it would be well for that f•ei. to be called to ererybody a alleotJOn. 

&>cretary MOROtlo~TH.AU. I just waUl to Sl\y this, a.s one fanne.r to 

IU\Uther: Defore election n.umy people l'lny they n•'f! nhntys the fr1en.d 
or the flll'llle l', IJut I llllllk I demon.t ruted thllt I l<!tllly W8K Ins 

friend back in 1933. . . 
Mr. BoowN. 1 want to br~ng out tins: You spoke about the de· 

pres5ion ~'ears. The present year. is the most dep~""-"-1 year for the 
cotlon fannct'JO. 'l1tere at-e many m my own :;cct1on whose only crop 
i~ cotton Thev don11. ~row peanuts o1u.l the.y dou"t g 1'0W tobna·o. 

Mr. ~"Ct.n •·.Y. in ronny counties chnv won!!. m!tke 10 (}el'\"4mt. This 
i• tho most distressin,:: year tbatthey )uJvo had Ill 11111ny p..-ls or· the 

South. surh as Ooorg~a, South Caroh~•· and a b~lf or Al•bama. 
1 want to bring lhat to your atten~IOil. I don t know how you feel 

ebout it, but that is bow I feel about ·~· 
Mr. BAilRT. Mr. Soo••utlu-y, I believe thai. some lel(i•lativo action 

should be taken to control mfl.ntion. So Ttu'-we. hnve. bcC'n J>!'Csent.cd 
with two method...-this bill and lllr. Bnruch'lfpropo..,l .. I 1 unk that 
the thing that is troubling • lot or us, especially me, .. tbe t>roper 

method of approaching lite proble,m wub the fear lh•t fXl""il>ly the 

remedy m1ght be wor&' than the du;e~fie. . • 
I really believe thnt both of these b •lls " '" • long ate1> m the throo· 

lion of regulntoa·y economic control which is the <·.htwncleristic or th~ 
Fasclst. form of go,·emment.. Now, m1aybe we wall lu"·e to du that. 

I don't know. • 
Y esterd•y lhe thought occurred to me, and. I .would bke to ask you a 

row quetitions this morning and get yom· opnuon as tu whelher there 

is a possible compr<uniso OOtwcen ChcRo t.wo proJ>Otmls. 
Now when you use th& teJ'1n "'selecled comm0dilie&1

11 do you huvo 
any Usi. of oommodities in mind t 

liooretary MOIIGL'"lRAtl. No. . . 
Mr. B•aRT. Durin~ the last war we d1d have some •A<~netes to control 

the basio raw mnter~als. We had them to control food 011d fuel. I 

think we had a slight dcg•·oo of ront control. 
1:o the average ~ns, the great m11.AA of people w.bo hnv~ a regu· 

lar moome I meau an moorne lbat does not. mcrease w1th the mere~ 
in wa~o:es, ~ivil-oen;ce emrllo.yees and most people, their problem is 
food, Shelter, nnd clothing. They are th~ essentiaiJ:I or life that ~hey 
huve to have, wbieh absO•·b most of LhCir purehas111g power. 1 hoy 
clon't care so very much whothcr luxurios go up or go down, bccausu 

that does not affect tl>em. 
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Of tbe war p~ iA ...-oed abool* t.M...., 'ftl' ... 

teriall~ go into niakiilg ..,.dUne ..,. and ., ca. We '"* t.o 

control tb- .racton.th .... be eome Uat of COIIUDOd.iU. tUt -.Jd 
Now I believe era m... . ..._ ... __ tbe •-~ . 

be com'piled U a rHUit Of OW" oxperMDCe u~._ - WV Wbieh 
would re•eal t.o us th- -tia1 thinge tha;t went up,. Ulci 1'hicb, 
if they were CODtrolled. would be just~ e!eati•• u tbe propoW oon­
WDed in tbiA bill or the complete ce~•"« ~ by Mr. Baruch. 
nnn't you think it it Jl<*ible t.o .-nam..,.. a-li& I 
T"8.crewy )(_,mtA11. Yes. But if 1 &!!! oo...-, tbe I.nr Act, 
wbieb wu, I think, the only ~. oontroU.-.ruy f~ aod fuel, and 
renlil in ~he District of Colnmb1a. So it doM not gtve us very much 

preeedent to go by· . k .., ~1 th · 
Mr. n...-. There .... alto, I thtn ...... to OODwv e prla.. of 

buie mattrials in addition t.o the fOOd control and 1llel control. 
Well, let us eay that we bave the. food oootzo!. • FoocLis a buio 

itmt in moet people's bud~ . Bent,. tbe out~ >tem..and &bel~ 
...,d elothing. Then, in ndditlon, we could oomp~ a Ita of baa10 
war materials or wba!Alver list we ho,ve to contrOl lD order t.o keep 

prioea down. . tJ I thi' kin f ld 
My auggoation, or the au. ggestion tilt was n g o ma ''I• 

wu that we could compile 8ileb a !itt of oommoditiea, and then, u 
111ggoated indiRetly in thia bill and u sulri!OiteCI by Mr. Barach, 
we could have Con~ free2e at a certain cl&ie, u aulrJrllSt.Od in thie 
bill, July 29 1941, price& of tb- commodities with t6e cooperation, 
Of d0ul'llll1 oi'Ur. Hende1110n and his stall'; and then tbe commoditiea 
beyond wat, to let them go over in a free flow 1ritbout any in!Alr· 
ferenee; ~or if you want to It'? beyond Otat, aod tbe Administrator 
has the ri t to, u su~ in thia bill, to also wat.eh and oontrol 
thooemt 

In that woy :J:OU would etill resem~ for Congreea aome of 0. oontrol 
and get away from the upeel of dictat.orahip with OOI!lplete eoollol 
in tl1e Exooutive branch of tbe Go"crnmont.. I t eeema to me that it 
is praclieal t.o g!JI. aomethlng that would bring about 0. aame re~ul~ 
I would like t.o bear h-em )'OU on that, Mr. Becretary. 

Socnlary Moeannt•u. Mr. Barry, you are ukj~~g me a very iJD. 
portant queation. I don't tha.-e the list or 0. break-down, but I ... 
sume Mr. Hendel"IOII and hia organization ha.-e and eati flu-nilh it to 
you. I would much rather you would ask Mr. Henderaon that, jf be 
aoesn't mind my {>lasing it on. He is. coming on a litOe bit tater, and 
I think that thAt ts aomething whieb he would be mueb better able to 
answer than I am. 

Mr. B.un. I am not taking you to 111pply me with a l.ial. I am 
simply~ you thia: Don't you thl!lk that it ia ~bk to compile 
•-uch a lilt that would oontrol th~ rna. )or porticm '~. f 1~ eo perceot 
of them at least, where we would have inflation I DoeSn't. It eeem 
reuonable to do that! ' 

I 
Seeretary M<*IZlmtAu. Aa l say, I don'tknowJ and I don't feel that 

ha
am cocnpetent to ......,er that quell.ion, and 1 would muc:h rather 
"Mr. Rendonon ann-er that. 
¥r. &•r. I had the opportunity of quoetiooiD« Mr. Bendenoo­

Jt )uat ooc:w:e<f to me that y~rday I had been p.-ing him a little 
along ~at line and ~ don't like t.o bring ~ lMicl: ezoept maybe to 
answer JUSt one quemon. 

' 

• mam-... 
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Mr. HEl<D<IIOOY. Jf I mar. be permilled to m~ke_ a ~iltinclion: Thia 
propoMI heft ;,. 1 ,.,.,110,.n.ly oe.Jectec_l one. . Itts stm>lar to ~at wbith 

was IIIIOCI in the l..t .. -.r. J{o..-e••r! n dOff! IDCOrJ)()rlte c:ert••n stand. 
ards. It does make ,,iolat~"' PIJllis >able directly for thetr offensts by 

certain nenalti08 set forth tn the law. . . 
1 donlt regt~rd i~as o ooonpletee<_>>!U'OI of economy. I thmk lhe whole 

"""'of transportation •nd of 11ttht1es o,nd of man~fMtut'l\ and 6acal 
poliriea, and of wag~!~!, amonfl other tlnnp;s, are wnhout the contMl. 

This ill mainly commodity pnce control. 
Mr. BAaaT. I arpi'<C'iate il111l Mr. Baruch l>ro~ to oontro.l wa1. ... 

nnd your propoeR does not. 
~Jr. Hr.Notrfl!ON. Mr. n • .,,cJ, Pr:<>ll<l!!e3 ,oontrol of oil oornmoditi ... 
Mr. B••••· I think tluot niJ movmg orttc les and ~1, 1 e lement!' of our 

economic welfo,.. com~ under the tOI'In o f commodittllll- I tb1nk thnt 
that ill a , ... ,, embl'1ldng tenn. I think that you can control street· 
cars, that ymi can control ahnoot anythinjl. 

Mr. HrsotR80X. I w~tnt to make onemo~ d:istincti.on. 
Yon sl'e a J?<etty cleor timilar contour between this and dictator· 

shir· Wh•t '' seem• to me is that there is a recognition by a fl'&l 
zuH dtomoc:.ratie comnwnit,v of a dtmger eaused by ~nother act thftt 
is prepnrinj!' for defense, nnd ther tnkc !Joe steps winch a free people 
would take to go through all the pl'OCeSIMlll by which they arrange their 
,,.,.n aft'ain< through properly made proJ?O!"llS for lefri.slation and 
throtoj!'h YOC ing and through executive administration wttb atand1rda. 
To me thnt is not dictatorship. 

Mr. llAJtHY. Wh•t you nrc pn•ctically •ny ing is that we a1'6 bringing 
about n dictntorshi1> tlu-ougb economic lli'OCessesl 

Mr. li!NOI'JI80N. Througl> dcmocrntic processes! 
Mr. llAaaT. I mi'An, through dcmocrahe processes 
11r. HrsllU!ION. I am assumin~t that there is nO(hing in this aet 

which is going to disbend Congress. 
Mr. BAaar. No. 
Mr. H"NDf.ROON. It is a lwnys subject to the will of the Congress. 
Mr. B•aar. Of course, you may alwnya repeal lln net; but if you 

ha,·e ever tried to do it around here, you lri>ow that it is a pretty 
diJ!iollt thing to do. 

Mr. Hc:<or:aoos. Would you say that it is dictatonlhip just because 
you cannot get the bill repealed I 

~tr, BARRT. No. I would not •ay thnt. If I have !I' von that im· 
pressiOn, I. wont to chnng11 it. Whnt I meont to 110y 18 that it is • 
l~ng step ,111 the way of dictatorshiJ> and in the foi·m of economic 
dtcl.otorshop. 

Mr .. ~l!l<DIIIao.'<. ~~ me now go along with you and IIAY that in 
my o~m•oo-.nd th .. ~ for O(her legtslation as weH as this bill­
lDJ: t1me there can ~ ~Yitb specificity any stendards tlet out by tho 
Ie~r•In_tu,re for the gmdonoc and the control of the Administntor, I 
th!nk !t os ne,cded to be done. I mean, if anything could bo seo forth in 
lh!• btl! whtch would not be narrowinj!, a limitation I would ccr­
tam!~'- be l>rt'pored to accept it.. And that goes tor ~ list of com· 
mod1t1e& 

?Jr. Bu~r. I have. n~ talked this over with '"'{ o f tho members o f 
tins romnuttee. T,hlll 11 my own suggelltion. am just t · g to 
Rn<l tht• fenst dr•st•c way of accomplianing what we want to 'YJ::. 

PRICCoCO/I'fBOL BtLL 993 

~J r. HJll<n•~':'· I think i_t wou.ld be mo"' driUilic to take 00 J>e-nt 
of all coruruodJitea and freOr.e them than >t wuuld be to waot until 
one commodity or o'!e group of r:ommoditi"" had shown b)! ill pri<e 
o<1io•! that rt _was. hable to COU811 danger to tho community by au 
inflauonary pr1ce rtst>. 

Mr. B••nl'. I rneon1 sort of 11n in-between proposal betwe<!n Mr. 
ll•rnch'• and yoo!r.., wrthout hi• pr·opo"'\1 going 111! tho wo1y down tho 
lin• and cont rol hog wages and overythmg elllf, I mean to let Con · 
,~with your coope~tion, r .pre&Ume, freeu at any ctn~in le,·el. 
whkh you suggest here 111 the boll~ July 19U by ta.lrii~~t into •cmuut 
the foctors which you ba,·e to oonstder. 

Mr. H£NDPJt80N. I hn,·e July 29 1941. That is n standnrd token in 
conru;ct ion ~''il h 1my commodil,y ~\'i1ich l~as n eciling ,fi.xed. It ie not 3 
'''"""'g polllt fo '' ""Y commodilll'S outsJdoof tho ooilmg. You might 
roncei,·nbly h R''O numerous oonunodities tl11t om a ffected by the de­
Con"" effort which would fluctuate up and down from their J uh• 29 
U... without being touched at all by tltis legislation. · 

Mr. BARBY. Asl just read the bill1 it says that ao tar as 1>ractinrl in 
l'6tablishing any ceiling for 11ny spectfic commodity the P midentshall 
n8Ctlrtoin and give duo oonsidm·ntion to tho p1·ic~8 prC\'IJ ilin~ for lh~ 
commodities on or about Ju ly 29, 1941. 

Now. I don't think there ill any point to that dote. becau.., I did not 
pre,•ious.ly have anv date in mind. I am jll.OI taking that datt. 

I don't think I s'baU take up any more of your tune. I •PI>~iate 
yom· courtesy. 

I hn,•e just one other question in mind. I s it your feeling thnt con­
tJ•ol of Jabor iH not. necessary, bccttnsc, if wo control prioeR, tl1ero wlll 
he no r'l\01 need for labor to look forM incrca!lll in wages; thnt 111, noth­
ing outside of the normal I 

Secretary MOROI:Nnuu. I don't think I bl\'O much to add to "'hat I 
eaid in my statement. 

Mr. BABBT. I can ~ad tht\t if y9u don't care to answer it. 
Secr-ehory MoootJ<TaAa. I covered it os fully as I could in my state­

lllcnt. 
Mr. BAaaY. That is all 
Miss Savsi!IL M r. Secretary, I got. from your statement that you 

did not think that this price-contro1 bill will in itoe.ll throu~th the ad· 
ministration of it keep the prices at a level during tho inflationary 
J>eriod; that you thougnt that the other sUps are lUI mueh or more im­
P<JJ'lnnt than th is bill. 

Secreta>·y Mono&><Ttuu. I ngr't'e will• you, Miss Sumnet·. I think 
!here ore • lot o f steps that ha,·e to be tokenj· but if this bill passed 
Congress, it would help a we•• deal in oontrol in~r price& 

hHss SavJ<U. I was ,-ery glad to hear your l!tatement, bceoU811 du•· 
in~r the ~ a rt'J)()rt came to me that tho administration did not 
•eally want. this bill passed at this time; that they wanted to have a 
hill is> here which would attempt to ri7.ht tho wrong, and then, if prices 
• ose, they could I urn around and 80ly, 'I told you so." 

As I read the aooount in !Joe papers, the statement was that all that 
was keeping the prices from being bt ld down was Cong...sa not J)~Ming 
this bill, and I ~n to think tliat that atalemtnt was prob.bly true; 
and I am very glad to have you, the Secretary o_f the 'fioeasury a~ .• 
member of the Cabinet, come in here and eetnbllsh for ua that th>O •• 
IIOt a cure·nll for inflat10n. 
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Setrewy )f_.,.nuo. You are right. 'Thl. aiOM -ot clo it, but 

it would help a ~t deal. rei h .._._ 
Mi88 SIDINI'll. During the ~.I hea 1our liP""" '!" ..,..~.,bfr 

9 Rl ll<>8ton. It wos 1 very beautlfltl speech, and I enJoyed 1t very 

much. Th k . 
Socretary M()OIOZN'mAO. an )'OU. • 
M"M Soicxta. Among ocher thmgs you rpob about the Importa. 

tion 
1
0 t Can~dian wheat. Your •tatement alJ:out that, I rna1 ~ y01~ 

ado a great ,..nsation in the State from wh1ch I come, Dhno1s. 
m Now, you hove 88id that when you w~ro •. '!!ember of the Fann 
Boord J;," disp<l80<1 of t'On•id.roble oomn~O<llttes then hcld by the 
Go1'fn1ment through the Fonn Doerd. D1d that have the eHect of 

lowtrinj! the prieta! 
Steretnry MOIIOI!NTIJAO. No. We were fortun~te enough to he otll· 

ing on n rising morkct. We sold carefully ond 1~ .• wa.v 80 as not to 
de]lr<'l!S the market but to tako advontogo of the rtsmg morket. 

MillS SOliN£&. J t~~nnot quote your w'!rd• exactly m the copy that 
hu befn ~ven to me of.Yotlr speech •n 111asoachu~U&. I~ IS not 
quoted directly on that pomt. But, a.• I remember, l01lii8Id m elrett 
tbot you thought thot we should permit the entry of Canadian wheat 
in In~•· volume. Did you m~•n by that 1 hnt the Government should 
buv Ounadian whcot for the l~nd·lesse program t 

Set"'tary MOllOZ..'<TlrAO. M•y J just l0<1k at my speecll to retre.b 
my ....ollection I 
Mi~ SIDINf&. Ob, yes. 
Secretary Moll(Jr.NTHAO. Whot J 1!8id up in Boston, or down in Boa­

ton, whichever it iB1 was this: 
1t It true that on11 S moutha aco a r igid quo~• wae applte4 to t.he lmport•tlon 

ot trbNt trom O.n~dl • .-ltb tbt ulllm.ate obJectl,.e of Jttt'PIAr op the prb ot 
wbNt ID tblt: e!Odl..,, Bot It Ia at.o true tlull 0017 tbe other d.a7 the QDOrl 

on tu .. r troll Oaba wu enlarat"(l 10 subitantlallr u to abtotb .- or tbl 

1'8ftl"''t 11totb tn tb~tt CXK~ntry. It lt'fms to me deelrable aDd. oectaarT that ft 

now toUuw tbe example ttet tn the C:flltt of Cubon Iugar ro permlt tbe entl'J ot 
On1UHihm wbeat In lnrgt!r 'f'Oinme. 

Miss Su>~ND. Your intention in that would be to lower prioes, 
would it not I 

Steretary MOIIO.,."TDAO. If you don't mind, ju.st so tltat I may keep 
my record fairly atraight, what I mid thls morning wu this: 

Tbe Oovemment hJII In Ita warehoutte nst qnnnUUee of toUoo. wbeat. and 
«~rn. Our gnmAry doort tboulcl now be opened enouab at l eut to prevent un• 
rMIOttab~ price ritN. 

Mi!!l! $11)(:<1!11. \Vbat do you mean .,.hen you speak of UIU'eiSOn&ble 
price riMS in a farm oommodityt 

Secretary Moll(JENTHAO. I tlunk that parity, if you lltart with that, 
is • reasonable prioo; nnd then as prices go above that, they would 
begi~ to beoome unre&80nable, in my opinion. 
. Mu10 s-~ Do you lruow of anything in this bill or any exUI.­
•ng law whtch would pre,·ent the imporlation of Canadian wlteat 
under the lend·!- program and lowering the price below 100 per· 
cent of perity even thougn this bill were pUaed t 

. See1~tary Mo~11Tru.o. ~iil!ll Sumner, t.f you don't mind
1 

would you 
g••• me one quest1on at a timet I think you have about three there, 
and I eau't quite follow you. 

Miss SoXWI& You are a betUir aaal,_.- dwl l lolll. I tlw'Cht it 

-~a:;-~-..u. Would you be juou little charitable, then, 

and do it over~ for ~ t 
Miss SOMM& Oh, yea; •f I can. 
Secretary ~OIIQEMftiAtl. 11 I m&y hold up ll1)' band wl1en I think 

it ill one queatlon. . . 
Miss SoxJra. I llear ao many Cclllgreaamen talking mao lll&llY oJo. 

uent waya that I think that what I uy ia simple. 
q What 1 want to know i.e, if we p...ed. t\tis bil1 which aays that the 
price hos to be 110 percent of parlty1 ca!'not the uovenunent neverthe; 
Ieos import wheat from Cauada under ltalend.Jcue program or eom~ 
other program and thut ftduce the price of wheat l:it.low llO pti'CO<Il 

of p•mtyf 
&1r. RBNDI!R80J<. May I reapond to that! 
Miss SuMNER. Yes. • 
Mr. RoNIIIlJI801<. The 110 percent appli~ to a oo!ling. If tlterc ·~ a 

teilingapplied to Ill o,gricultural oom~odtty, thentlo~not ~ ~Jil)hed 
until it gtt• below UO percent of partly. 11 tbtre If no 001h11g ap­
plied then u I ba,·e~~aid aeveral timta in the paat few da)•&, the priees 
would be the reeult of whatever the market demands are. 

Miss SOMNIOI. Yes. I want to lll!k this: You may have Ute law Q\1 
the books and yon may aet the oeiling by legislation, but tho men io 
the lend· lease ailminist~tion o•er herO can il!'po':l wheat from OaJtW1 

and they can import it "' auch .-olume that 1t wtll ftduce the pnoe of 
wheat on our market.. Ian'' that trne I . . . . . 

Mr. H~tNOD80N. Not i( there were a eet.bng m elrect, because 1l,. 

iii'OVided--
MiSS SoliCNP. You haven't ~ a ftoor. 
Mr. FhNDU80.'<. No. But it IS provided in the act. . 
Mr.lBowN. TIUs fl/)00,000,000 ~u to b;e spent Ol! AmeJ:i<:"n ljOoda. 
Mr. H&.'<Dl'JIIIOJ<. But in the act •t proVldes th.•t 1f • oei!•ng If let, 

,...tion 8 (c) provides' that "the provit~ons of section 2 of thiS.a,ct ahaU 
not be oonstruod to authoriw any action contrary tot he p,.OVISIOII ond 
1mrposes of this section!' 

Tbat ,..ould mean that il tbere were a oeiling &tt, you oould not buy 
in this country any agricultural commodity through :• Go'"''"!'"!""t 
agency at a lo,..er price if tl11t prioe tended to M't 181de the dl!tiiiCt 
provision of the 110 poroont of parity. • . • 

Miss SUMNr.n. I don'leco t111t, beCou110 obviously it J8 an mterpre, 

tation of lAw. · D"d I 
Mr. llforgenthau reftrftd to unreuonable fann prtCOl!. 1 

understand that you t<lll8true Jl<lrily u a reasonable pnre and any­
thing above parity os unreuonable or •n.Y.lhil?l: be_low as unreaROnblel 

secretary Moao&NTtiAO. What I, oonstder J8 Una; Congre~ h~s ael 
up by statute this standa•"<l of par1ty. Jt '' t!>•re, and Lhe.l•·f!l'•dcnt 
and the Secretarv of Agriculture have reoogntzod that partty ·~ oon, 
oideftd an objeci:i.-e aa far as farm priot'$ are concerned. It 11 no< 

.omethlng that I have dooe. . , . , 
Miss SIDI!itll. I am particularly inte•·ested m hRvmg your op1D10n1 

Mr. Secrct11ry, not only becal1.96 of your proximity to the P rc6iden.t, 
but also because I oonaider you as a reasonable person before th1s 

committee., and I like to ba,·e you here. 
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Secretary Mca&MIIIA'O. Thank you. I lib to b&btre. • 
Mi• Strioxa But on the other band, I think you • a ,.,_ or a 

per110n inlere<!ted in the fa,..nr will app~te tba' quite o"- tbt 

friends of tht farmere are almOO!' as efl~vo U tbOM who ooe hoetila 
to fannen in rrtating a WI'OIIg lDlp'-'on of what the fatmu -.Ia 

or whot has been dono for theliQod of the fanner. 

Secretary Moa<lllYm•u. I agree with you. 
Mill Sm<MIIIL For hutance, on this question ~f pari~y, we ha~ been 

talking about parity. I don't know when we will Jiet n . Bot It -
to me that under one eondition parity might be a fai't pri<e and undet 
anothrr condition it might ~ot. , 

For instanre, underth18 b1ll you ore attempting to sec o whole range 
of eommoditi8 rU;od all over tho United Stale& We have talked a 

grea~ deal about everything being the <Oet of production plUB a <efta in 

proBt. You you..,..l f have said that you wou ld like to eee people get 

not more than a per<ent of their invo«ment. 
Now, I happeo to have noticed that aro<~nd 192G or 1927 or 11128 

fannere wero getting, I suppoee, around parity. Yet the..,.,. of the 

thin.gs that they 11·ere buying, the retail cost, was so infloted that t~y 

did not make their «101 of produc6on, and they went b&ck farther and 

farther and had to borrow money, which they l1ave never been able to 

pay back; and they l111ve never boon able to mnke their eoet of prodne· 

tion. 
It aeems to me that we are going to do the aame now. The ~il 

prieeaare rising. There has been teotimony here that they cannot keep 
the retail pri<m down. 

So I ask you: Would you per110nally favor a pro•~ion of law which 

would permit fanntrt to get COlt. of production plus 6 ptffel)t of their 

investoo capilalt 
Secretary MOIO!NTfiAtJ. MiSIJ Sumner, that used to be a headache 

for me 'll'hen r was in Farm Credit; but fortunately u Secretary of 

the 'freasury I don't have to pas8 on those problems •"1. more. 

_MI88 SovNa. But you would advocate treoting all kinds of indus· 

tnea thesamet 
~.,., MO&<ml<TIIAV. r belie•• in treating all people the Mme. 

But I "•nt through tha~ cost of production problem wtth the North 

~~ South Dokota people; and fortunately Outt is not my responsi· 
bthty any more. 
.~fiaSmnln. W•lt, maylasltyou this: Do you think it isconli!tent 

w1th our Am~ric~n way of doing !Jlin1111 and consi•tent with the •pirit 

of our Const1tut•on to lis the prtces for J;>OOPle in certain businesses 

berauae they arerelath·tly easy to fix, relatn·ely easy to fix and contro~ 

and ~ot fix .Prices for other people in the same way because they are 

relattvely dtftlcult to control I 
Secretary MoaaE.'<TIIA'O. Well, M!sa Swnner, I said earlier, aud I 

can. only repeat my state~lto sattsfy Y!>U, that tbe Congress of the 

Untted.&ales,has Bxed th1s p..-nt ~atlonship t~~.lled Jlarity; and J 

aooept 1!. It 1.8 Ute Congress of the United States, of which you are 

a member. Now, ~ ae<epl that, and that is where I stop on thequelt.ion 

of Clll6t of production or any other basis for oomputinJr what tbe fann· 

ers shoul~ get. I carry tha~ out, because I aooept what the Congreel 

of the Uruted Slates h,as set m the form of a statute. 

. ~f1111 StlliYI!IL I m1ght say that I think your J>ropooilion is baT· 

mg the support of the committee, to reduce nondefense appropra· 

I 

tiou. I p......,. thai you woald wilb to roduoe fum appropna­

~iou. Perhaps you will and perbape_}"" '!ill DOt. I ba .. aKiced 

lhat ao do.- .....,.ltural billi - ~ !hoy luiGI...S - or 
three million cfollal'l, eome of them. TheY m~r,.... a ,._t IMIIY 

tbinp which did not in the leaat beMftl. the tar-ri _..ny. 
And; as far aa I am OOI>Cerl*l, w'-o 1011 ba.o coma ia or !.be-· 
bert of your committee have coma io, with appropriatione or ,... 
jlt'JIItion& for otrildng out tbooe blllt which do not dirootly afec:t 

ille price of farm. Produeta and ca.- them to iocnue in prioe, I 

have~ along w1th you. 
Now I ahalf be very glad to oooporal6 with you. I think tba& 

I may I,.; able to h~tp you to cut down about a million dollan. And 

I thiUk you will find that th& reaaon that """" of us ...,.._tioc 
farmers hue not actively m....cl iD ~ U... doWD 1a t.IIM ,.. 
weru not sufficiently informed about them. 

I wish alto to say in regard ton~:" tu problem that lawyors 

in my district and in the State of · is who have in.....tiaated the 

tax problem have told me that they are bavinc aome dilleiilty with 

it, first, because it is complicated, and aecondly, that l*'Pie are &nd· 

ing thot it it diverting money from thooe with fixed IDOOmell, people 

wlio baTe no la~r ut<Omo this 7ear than they bad Jut year and 

the year before IliA and not takinc any appreciable amount from 

the people who are having great ex.- P,roHill in dof- aponding. 

Do you pro~ to bring in a 'bill which will remedy u- ooDclitionat 

SOcretary M._.,.,..._.o. I cannot bring a bill in. 
Mi1111 Stllll<a. Or propOM a bill I 
l;ecret.ary M.-IIJITHA'O. 'l'bo poeition of mJIIII ud tl1oe& -

c:iated witfi me in the Treuury on .,.... ~ I think, bu lleali 

!lfrlectly clear sin.,. lut. year, wben ,.,-., "'""-iil -wncl&· 

tions1 whioh were not followed. We reil'ated !boN ...,.. ,_,. 

menaatiolll aa to lllteftB pro&ta thla year, and they were 1111& fol. 

lowed. 
I otill think that we were right and wa will eontinU& to advo­

cato l.'igher excess r,ro&ts and a dlflerent way of oomputing them 
than to the {'1'0801lt aw. 

Our position bas been perfectly oonsi!Mnt f« over a year and 

waa stated to the tnaing eommitteea on two bill.o.o Now I a.;;;bt 
wh•ther we will have another chance to preaent our views until 

next calendar year. · 

Mi11 StiXl<EL It - to me from tbe b~ thai we have had 

so fnr, in view of the vast number of commoditi .. ~lling and in 'l'iow 

of the relative eue with which people can alter the quality and 

quanti~y of lhe oommoditiea that they ..U under a &xed-pr~ oeil­

in,g that it would be virtually impo.lble to eo administB this bill 

w•tf1out something that would amount to Gestapo or O.mu or aome 

other trenlN1dous polioe foreo, aa to prevent any standaro of living 

from towering very greaUy. And I do feel that ..-hen you bring 

in •11 exceos-pro6ta tax, you are reall;r doing a big thing, beca­

you &re getting at Ute root of the in8at1on trouble rather than at the 

symptom wh•n you oan ru-.in the money of!. 
I wonder if you ,.-ouJd care to comment on this IIJG"Mion: That 

ina~<:od of having the taxes paid1 that is1 the uceM-profilll taxoo peid 

in four iru!lftllnienta, having them patd monthly. Wouldn't that 
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have a better dect on keeping money from gtltillf into th6 ._., 

of J::!, M_...,..1,.17. I don't think it 11'0uld malre muob ~ 
Jiioo SmurDL I should like to ask a lao 101ll' pe.-1 Yiew oa two 

more ql*tion& . 
I bad • comp.wnt yesterdar from nn mduotry, or the bead of ao 

industry, who said that if tho1r article wora needed by the Ordnanoe 

Department, wbeo you come to draw up macbioery to mak& it, that 
,., to have one make C\',. part and anoth~ make another: in tb~­

way that the airplane mdustry makes their prodllj)t, th.t ~one md111· 
t..Y making one product and another n\t.klllg another, thot none of 

thom would bo able to make tho whole tl1ing themeelYM, but tl~at if tht.t 
indllllt11were pern>itted to combino t~ther, they could manufacture 

tlriurllolo that wu badly needed. 
Tbey snid that in trying to ~~et up the lei!"! machinery they found 

that tl11t thing was just a flagrant "iolalaon of tl1e monopoly Jaw. 

This man told me that there bad been other product& tbat be ltnO,.. of 

of a similar kind who"" if the monopoly la'lfll now bti~ adminiatered 
by tl1e DilJ>nrtmcnL of Justice were relaxed a little for i.he purpoee of 

manufacturing tl>oec~ dofcn"" articles, becaul!e of the eftleiollCy IJ!e de· 
{tJ.., progrun could be greatly augmented. Would you favor relax· 

ingthomonopoly l1ws fordofenee p~t 
Secretary MOIO•J<TtL\17. Th•t is somethiJ'I! that I think the Attor· 

ney Genor1il ohould anower. I don't think it is up to me. I think that 

io url to the Attorney General. 
Miss Soii,'<DL I think that is all, Mr. Chairman. Thank ;rou. 
Mr. Goll£. Mr. Secretary, ;rou ba.-e no objection to meuuring this 

bill by tl1e yardstick of your preporod statement, have you? 
SeCretory MORO•MTnAo. My Jlrepored lltBtnmonU 
Mr. G-. Yes. 
Secretary M<>~GE~'TIIA17. 1 am not sure that I quite follow you. 
Air. Oooz. I mean. you would have no objection if we examined yoa 

on tho question of whether or not this bi ll met tho etandt.rd Silt out in 
your statement! 

Secretory MORCI><TitA17. That is your privilege. 
Mr. Go.e. Thank you. 
Now, you urge us to act promptly, and then you ask the question, 

"Are we •I!" in to wait until prices have riaen 76 pereont before we take 
bold and ell'oetive ~lion I" 

You think tJ..t if ..-e take action, it must be dective action, do you 
noll 

Secretary MoR<I&~'TltAu. J ho1>e nny action , •• tako will be efYoetive. 

. Mr. Goall. In .tho next paragraph you sny, "All oommodit.iea ban 
r.,.n 18 Pf'l'llO':'t 111 the lASt yoor and 2 ~rcent in the lut month alone. • 

J?o you realtze, Mr. Secrelllrv, that during tho entire Jaet month for 

whoch you cite this incre1se aua during aevoml months of the lut year 

'!hen Mr. Henderson luiJI been Price Administrator that during that 

hmo ~· haa actually lowered tho price level of a maJority of the. basie 
matenalst 

Secretary ~foaGlll<THA17. I will take \'OUr word. If you say it is a 
fact, I ROCIIpt it. • 

~lr. GoaL .Mr. Hende1110n lliiYB that IJ!e price level of the ~>die ma· 
tenals on whtoh he announced a ceiling hu been Jowtred. y ~ you an • 

• 

CU&CL_., -
noutlCO here thet .-. chRina tba IIILIIIIID&h.d>en '-.....,a ~~nt 
increaee. 

Mr. p,.,.... •. An ;rou- that you ba .. Mr. u..de..- CIOI'r'IICtl 

)lr.~ Y• 
I will 181< Wr. B....ter- if I ha•e mioqUO(ed him. 
Mr. H.,._ao,., I eald that in the mont.bo botW1!011 the time thal 

Con g.- adjourned and the tiJne it ._.mod OOnaideration of thia bill 
the 12 oommodlt.ieo Ollder control in !Mir •:-at!" bad dropped froru 
186 to about 184, roughiJ i but tbu the whole vr-lenl had ~up. 
And I I!Oid that we had 1bout 30 percent of the buie oominoditi• 

under 110me kind of formal or infonnal control over the period. 'Thooo 
o.ro onl.Y eeoential commodities that we were apeak:inp; of. 

Mr. Oou. The point b, Mr. Sknt&ry, tl1at e-.en tbouJh ceiling• 

ha .. betn plleed Oftl' • number of the basic cocrunoditi.-, thoir rnee 
level hiiSl actu1lly been lowered during the 4-week period1 i W4 

musL be specific, in the same apeoi6o J,>Oriod that the gener•I.Pnce level 
bas hod a !l·f)fei"Ctt1t iMTOLI!e, v;bich 11 one point that I deetre to take 

up with you. 
Now, 1on refer to tho fA<t that in 1917 the Le,·u Act empowered 

the President to Bx prieetJ. 
Secretory Mo_.......u. On food and fuel. 
Mr. Oou. Yea. But weren't tho prices fised on other basie com· 

modi tied 
Secretary M.,_ ....... 11. I belie .. not. 
Mr. limroaaoN. 'There were other boarda of control on oU1er buio 

commodities. 
Mr. Goa& We were not only under the Le•·er Act then. Upon the 

entire price-fixing experitt~ in the Wodd War the price level wao 

lowered during thia period which you diaeWI!I In your statement aboul 

selected commodities. Yet during that 6&Dle identical period the p.en· 
erol price level went up t<> an index of onr 200. Would that indtcale 

to you that the aeleetiTe price approach WIISl e«ecti .. then, or bas betD 
effective thus far in this proeont period f 

Seet•ctlry Moao..,.TDAU, Well, Mr. Gore, what I try to do when I 

appear before a committee is to allllwer any queet.ion a member inli.oto 
on my anrtrering. You a"' asldntt fo.r eutatn speei&c ln.,.en which 

I don't feel I am "" eapoble of gtving as other people. But if ;ron 
insist,l shttll answer. 

Mr. Goom. I don't want to be "" it\lillll.l!nt ptl"'(>n, but you C0018 hero 
as 1n expert on Raeal aft'ain to lDJike eont.ribution to lhi1 eommitt..o. 

Secret•ry MoaoKJrnu17. I come here os the Seentary of the T-.... 
ury. \~·hether I am an e~pert or n~. I ~ill leave to you. But you 
oro askmp; me about a spec.oflc commodoty 1tem nnd--

Mr. Oou. I will let you be your own judge as to bow •peeificolly 

you will annrer this q.-ion. You aet u a standard that we mllst. 

havt effective action I 
Secretory Moooa><THAU. That ia riflhl. 
Mr. GoR.E. How elfe<'lh'C do you thmk this bill will be nnu bow do 

you think it will bo eft'eetive I 
Secretary M0110El<mA17. I t is baaed on mr l!eJief t1!•t if ~ 

promptly p.- this bill, Mr. Ben.te..- anii h11 &810Clales wdl grap· 

p ie With this situation. 
Mr. Gou. Upon what do you blie that belief! 
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Sec-rttaryllo•o•snuo. 11 -~based on mrulta thai !•e h•ft attained 
f~101 certain S"(>f'Cific cor~cxhues lhnt he hu dealt w1th. 

Lei us tnke (.'Op)JCr, for'""''"'<:<!·. He hM been able. to keeJ> copp•r, 

I )l('lif''' " · ut 12 CCIIIS. .Toke"'"""'!""' "'f'' P·. [ bt;hevc h•,h•s ~~~ 
able w kcer• llutt witlun a fixed pr1ce. 1 he &~uno .•s tr~1e \Hth li~eel, 
steel ~rap. northern 1,ine, anti Dou~-tl~s fir. There 1s a hst of BrtJcles 

that I undeniland that be has dealt Wit}!. 
Mr (JoRt:. Inflation, Mr SfcrtHtr~:' 1f! may mak~ a ge~tral stat~ 

m~nt · is not t"'IU)K)Sl."<l of spec1fiu pr1ce ru;es or spect6e prlt'C fluctna-
lionl5.' It is the fll'hducl of n ~rcucrnl I'UilllWily. • 

Now. atl tht Pittll&e ti111e tluu Mr. Hen~l~rsou l~us bud tl~i8 successful 
•·.xp('rit'm:e wilh 1hr)'Jil• ~tJE'Cifit l'OIIJmodatJes wtucb you c.ne. you a)JJO 
~~ 0411 in your pnopar'ell !'ol".teruent. that 1 he gene.ral prll'f le.'·el has 

eontiuued on tlw upward swmg. Xow. rlo you base your brhef that 

thii4 hill will \)l' t•fft"(•th·e upon tl,1ut t!teoryl 
Se(•reltH'Y M OROY.N'I'U,\0. r ~hew I f. Mr. ~-~epdcrson gc:l ~ 6lntutot:y 

powt•r he cttn do a gt-eal deal wtt h Cel't.BIIl S(le<:thc commodtt aes. \Ve Ill 
tht 1'rtasury htt,•e t'Oil~ to !he t"'nt·lus.iotl I hat no C!l\lntry lu•.s been ~hle 
to )ot~fnlh· )owp inflauon by merely aurmpung to freeze Pnces. 

and rhnt the Onlv other :aft('tiiiUin~ l~ft to us, Jmrt.icularly if we want. 
lo 1lo k promptly, is to ~:ive Mt·. Henderson the •uthol'ity to sclec~ 

(:OIIIIItotlit it•!'< l'i'rjllit•!u~ vrit·(' COIIlJ'O) . uucl,:to nht•od and d~ it, ~lld do 
h wiHt t1t tt law lwluncl hnn. And then we f!hould heiJl hun wtth the 
ochtr rnf'asures l',·e ~ug~!·'f9rd. Up to now, the ,·arious ag~mer}t..s 

rhat ht has rt"ac:hfd han l~n mo~ or lf'SS on a voluntary basisi 
tmd 11one o f u:~ ,,.,ufd he he~ '"king up your time if he had 1he 

:-.ll11nl01')' uuthm·ity In do this. 
Mt·. (~Oli&. I 11111 not sure 1hRt you OI'O cor·J't..'CI ln thnt, bt..'CliU!ie i( he. 

had ~<tlhUot·y runhority to do whnt he hns ll ll'eady donf', it would 
pn•bitbh· be no mol"<" rJJ'ecth·e that it has bef.n. 

Mr. Henderson and I ha•·• hod this om. Mr. Secrelary. 
Sfo..•rt'ttu·y Motte1f.NT1I1\U. My l~twrers tell me that I am right, that 

whttC ht• lms don(' i~ on n \'(tlunllt rV 'ltnsis, nnd that he luu~ no statutory 

J>O'""''i uud tl11ll, I understand. iPt ih~ whole Jllll' J>0$0 of tho bill. 
Mr. OORr.. You J't'(en"ed to the t•x:~•·leuce of mher coun11·ies. Eng· 

la1ul h~Jo.. trifflrhr ,.col« tin method. Is it rour information that. the1r 
UJM'riN'tl'f' has lle('u a ~l~ful onel • 

S.'t'l'ciiU',\' llott41t:~.,.HAt. l n the J'nst year .t-;n~lllnd lu1s been more 

su<.'rt'MMful tht111 l'<OIIIC' othel' ('OIUHt'les thnt h"vc ht•<m tl'ying to freeze 
t h.-.m. 

)l r. (iunt~ Wlult otht'l' t'Otlllll' it'S do rou rt'fer to1 
Stx-reta ry lJoRGE~Tu.u;. JatMn, hai.Y. nnd to AOme extent. Oennany. 
)lr. 0QRr .. Do .)'041 m<-an to ~•Y that Enolnntl has been mure 611~-

rut-.iu ('UIIIr'OIIiiiJ.! the t•riCe ~~~·~ l <'h11'0 tluur {J('f11ltllly1 

~N'I'!JIIII',V Monor.NTauu. \V1thoul t•esot·tin~ to as murh mtioum,ct 
Jli'U''"" lnwe IX't•n l'l'llllll'kubly 1dnhh• in EnJ!Innd in the pn,..t yt>nr. 

~lr. Ootn•_ Yuu llld\' he rij.!ht. That is uul mv infonnal if•n 'howe\·er. 
~ 'I . ' ' 
~·rtlar~· ·' OIGES'TIIAI:. I hfl()'e that I am ffJ.!ht. 
\\ t' \\ould 1"'-" pl;u.lto suhmir our tlltht to you if you ('ltrt to ha\-e ir, 

to bnck up my assertion. ' 
. To '"'J>eut. I Wflttld like thr pl'ivilcge of bnckiu~X it up with fncts 1\0d 

ti~llr't'"· tlte ll~rt ion tfuu J jubt mtu:le. 
)Jr. 0011£. s"!"" you are j!Oinsr to do that, T would be gl•d IO infonll 

youtlool •rcordm~: 10 I he fiS,'ll,... inlhe issue of the New Republic of 
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Julv 28, Eng land"s price index bas gone up 43 pointB, tnd Oennany1o 

,a pOints. ? 

:'ecrelllr)' M0110£"1'HAU. \\ell. Gennany has l'\'80rt•d to oomplote 

1.11;.ioning. Mny I ~ubrni~ ~o the. chairman, for the reoord , the in forma· 

t ion that we ha ''0 m the li'CIUtury 1 
~Jr. Goa£. Y•s. . d . h ..,__ h . 
)(r. ('a,.U\'r'08D. w:ouJd you llllll requet-11111( t . e ~1-eUr~• 10 1'111$:: 

tht Canadian exper1enee al!ol . 
Mr. Goa._ r think that you could request 1t, and I am •nre that ht 

would ho j(flld to respond. . . , 
Mr CnAW7'0RJ>. I got th& unpre&uon from Mr. H~·nderson's h11!111· 

11,;,y· that En~ land and Cnnoda had )larticularly f•iled in I his 00c1111<e 

they had tried to spread tho situa~i~n too far, and th•t the~· <lid not 

toke a selected number of commodiues. 
I mn \•ery much interested. 
Heco·eta•·y M OIIOESTHAO. Which would you like iucluoiL'<i'l 

Mr. C•• WPORJ>. Conodo. . 
~retary Mooor .... ~THAO. \Ve would be.~tlad to $[1\'e you what W(• luwe 

in the Treasury on that, . . . 
Mr. Gatr .. Mr. Secretary, I o.m ti")'IO~ to measu1 ... tin~ htll hy n 

l)tu udnrd or the ull-etJecth·c l\Cti<!n wlu~h you set out UM n~~v·••.mJ 
I huve tried to show tlu~t. ISC~eclJ \'&·PI'IOO C?ntrol hus be.en mcnc<'t1ve 

in ever\' country ln wluch tt.. hns been tl'ted, nnd T wtll be J:thul to 
Fubulit 'add it ionB.l information on that lllter on in the C.'On~idt•J•at ion 

of this bill. . 
1 would like to inquire of you wh.a~ you tlnnk woold be rho ad· 

ministn,ti\re d i tf~re.ttces bet ween select 1\'e (..'()ntrolund n ~neral t..'Ont rot. 
Hrcl<etnt·y ) l onot:N·niAu. Ma·. Go•·e.. l think thRt M1'. Hrnde1wm 

i!t bette•· able to nnswe1· n~at., and I think thut h() hns ~one into nil 

of~ . 
)lr. Gou. I want to go, then. ~o anotl~er sta!lda!"l whteh you ioel rup 

in the act ns a measurement whtch I tlunk tht:S btU nm)!( m('('t . 'HU 

any on P"W' 10 thatr-
Juflntlnu lri hh'\' lltlbl(' In 1111Wfll llk\~ clw<~t•, uult'# nll .. , UIC., C..:cmJtr€'1111, the 

4' Xl'l"41hi.> d t•l)flrllut' UIJ!.. ttnfl tho jlt'Of;l(' f\ght I I 1111 nll tl'olllrl IUUI wilh 1411 •Jt thl• 

•C~l81h and NM~rage at o"r to"~nmand. 

Wluatare the fronts on whith we can Ofht infbtionl 
&cretnry )fOJI(l£NT1UU. \VeU, I triN 10 point those out iu my 

stntement. 
Mr. Gonf' .. \Vould you mind re~tAtin,:t tht'111 for my bcucfit1 
:";ect""ttfU'\' )lonoe...~THAO • .Mv whole sotnt('mrnt! 
)fr. GoRr .. You inCluded 'in that statt.nlont tNodit, _you ine1uc1M 

pnl fits. \'OU included eompensation for ~"·i~ anfl yon mcludec)l'!\"t· 

nne froin the ~o.~• le of ooutmocliti~lid you include thOl-e I 
Sect-chu ·y ~1mm£NTRAU. Purt of thrm. 
Mr·. G()nE. Thosc..lheu, nt•o thP four principn1 COilli)()Hcnt-s of d<•mund 

(II' pttl"'('hllt~ill~ llOW(l'f, W(IU)tf yOU sayt 
Nl<'n•tar\' )loecE..''TJJAU. No. 
Mr. Goa .. What is the .,_,>ee of inOation. or what do you .,.n 

inOntiont 
[would likC' to find out just w·here. thctre ft'OII Ui are which you Mny 

t hnt we must fl~ht inflot ion on. 
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Soeretary MOIIO•HTHAU. This queotion ofinf!ation,ul~~ee it. <ODlti 

about through tho p.-n~ $60.000,000,000 defense (>rogram,. . Through 
the ~nding of th18 money, we cmle ~ grea~ deal ofaddttional pu,.. 

cba!!lng power, and a~ ~e present t!me tht,a eountry, ~u not 1lto 
capacity to prndu"" munitoons of war on &uffiroen~ quantlhtw and Mill 
manufoeturf' goods for civil in'' eonstlmpt.io?t. sufftcttmt t~ llti.sfy the 
purchasing power in the hands of the ctVlhan population. 

llr. Goo& J think that is a •ery lfO<?d stateJ;Mnt, Mr. Soattary. 
That is in lin• with what I understand 11 our dtllleulty. 

&eretnry Mooo•J<TIIAU. In other ••o~s, trying perhafltl to over. 

•implify it .. we hov11 a surplus of pu_rchllslllg power and a deflcieucy of 
civilion jt<lO<is, ond the~fo~ there,. • greater ,dema_nd Uttut there is 0 

supply, and when that s1tuat1on tomes about pnt'N rtst. 
Mr. Ooo .. Then the ..,..nee of our trouble iw pur<hasing power in 

cx,eess of our ttbility to supply! 
Sotretary MoootNnuo. To produce. •• l understand it. 
Mr. OootE. Tittn our problem is either to incr....., the supply. or to 

lessen purehuinj< powert b that tnoet 
S..o..,llln' ~IOIIO•~<m•o. Well. whAt I hR\'e been trying to expl•in is 

that I think that we should do both. I think that we can dampen down 

or 1-n the pureltosing power through n tax bill , through defenseaav. 
inps bond• and stomps. and throttj!h tar anticill"liou nole!l. 

That is what we un do within the TreRsury. 
~fr. Gon11. Thnt opplies to credit nnd profit! 
Secretary MoR<•tNTOJ.U. Yes. Then, JOintly with the Federal fle. 

am·a Board. we '('lin redu«'lhe biSe for bonk credit. We con tl\t'OUj!h 

the FrdrnJ ROSI'rve Board attock the problem of inslallonenl pur. 
c.hnses, and we cnn do many other thin~rs. 

No"'• the otheo· hi~t job, as T pointed out this morning, ia to attock 
the problem of c~ati.ng more goods for ou~ ch•ili&JI population. 

That <an be don• wttltm the bord•rs of the Unoted States. 11111 it t!lll 
also be done bv importing ,,,s from our neij!hbor.~. 

Mr. Oonr.. You lliWe seen thot 8 IX\U'Irnnteed minimum rwice cottld 
bo made •·eo·.v effeetivo in •ngmenling the su1>plyf 

Soeretary MORO•l<'nuu. T oon not sure thot I understand what yott 
mean. 

Mr. <;!(\•"' In the World Wor I undrrst8nd thot the,v fixed a jllO&ran· 

teed n11~umum on whent: sud that. that caused n {rl'eat incrcnse in tht 
prnducloon of wheot, winch anowoM'<It he need of supply. 

Sec-retary ~~-.,.,.,.A~. Well. that "U a ~«hntque which was 

"'""'· Mr. " .'•ckortl, I thmk. hos anarked this problem '"ry ,..istly. 
He hns <Wtom.Jy oncreotse<( ho11 production. He is 11ttemptiot: to in· 
crease Jll'<l(luctoon of certam other it•ms as milk cheese butter and 
e~ and 80 forth. , ' · 

lr. qcu. And in 1!0 doing. he has announced that an i~ 
productoon wo.s """'led, and thAt a minimum of & perot'ut of parity 
would be supported! 

Sec-retary :MOII(li!,..,TJU u. On loons. 

h~fchr. Ooot1. Which,. Mr. Se.;retary, came about by reason of a bill 
w 1 ea1ne out of th1s comm1Uee. 

Mr. BJtOWN. Will you yield there ?lfr. Goret 
Mr. Goa-. Yea. ' 

h Mri!!!OWedH: Ibn ~I ard to tho inereaae of agricultural products, wo 
ave It It Y ow; the acreage hu been cut do..,, and I do not 

t;ee bow you ~ in~ it. The quaot.ity of buic 00111111odilies pro­

rluood is, 1111 I satd, lumted by law. 
Secretary M-.ov. AI I understand from roadin11 the stat&­

onent of tlte Secretary of .Agrieultun, in a number of CUM the acreage 

has been increaaod for next ,.r. 
Mr. BlOwN. We have o. law providing now that it should be de.-

c"C;tary ld<*llllftiU'O· I think that I am oorroot in 88ying that Ito 
hilS iDC!'Miied the acreage in oonnection with a number of COIU!noditi& 

Mr G()U. :&k Secretary, leaving for the moment the qu...tlon of 

•upply 1 ngree with you that Seo:refarv Wickard haa doue 11 good job 
;11 thai regard; but, !eRving tltat for t'he momllllt, Mr. Houderaon on 

day before yeoterday said that tlte principal eomJ>anent Of purdtasing 

J><>Wtr was componaation for peraona) services, IUCb as salarits, com· 

missions, nnd wagea. Do you agree wtth that I 
Seco·etnry Mooom<TUAO. It is a statement of f11ct. 
)fr. GoRL Wbnt do you think are Ute principal oompononts of pur· 

chasing power t 
S..retary Moao&NTHAU. I auppose that Mr. Henderaon's definition ia 

"" 200<1 aa any that I could give. 
Mr. 0011& I do not d .. iro to press the question, but J would like to 

~ into it a little further. 
You u Soeretary of the •rn.asury, and the Ff<l•ml R....,.,.e Board 

( 111\·e t~kcn some very definite and oommendable steps tow•rd the 
control of oredit,•ml I desire to 11dd my oommend~ttion to thnt. 

Seeretat·y MOIIOCNTUAo. Tholllk you. 
Mr. GQi& You ha.e · made recommendations for the control of 

Jlrofits. which I think is also eommendotory, but which, unfortunately, 

.... are not neoopting. [Laughter.] 
I will propose to add to tlus bill authority for the Treasu11, Deplll'l· 

mont and a dinctiou to th• Treasury Department to tnstttute pro· 

.-ling~ to fe!"'PtUre ~II exorbi,tant profits. Tho. orthodox way to 

do it would be m a tax boll, but tbts whole prooed~ o& unorthodo..,, IJ!d 
if we cnnnot do it in one way, I hoJl& tltllt we woll be able to do tt m 

knother way. 
I belie•-e that you told Mr. Barry that Y!'~ had deolt ":" fully as you 

desired to on tho qu<Mion of puttmg a cedmg on alart .. and wop 
in ,yom· prepared statem&nt. Tit at wq only th,..,. lines, :1>1~. Secretoryt 
and you dilimissed Utnt with the stlltemont that human be111p IU'e 'no 

property. · 1n •·~d 
That would have bo.en a gt"Ut contribution ii Ahrobom Linco "" 

n~snid that in his emanoipotion proclamation. . . . 
Secretory Mono.wTKAo. I think it io n weii·Mtablished pnoctplo 

1 hat will bear repetition. 
I may add U..t lbad olittlomore toaay on thoquell:ion. 
Mr. Oou. Let 118 read it. It is on page 8. 
Soentary MOIIOtHTHAtl. I devoted fwo pap! to it, and that ex· 

Ill~ my views on the subject. 
Mr. GoD. We all feel tbua.me way on the subject; everybody d-, 

but I cannot. see that ealariet that you and I draw, o,r .,..gee, are any 
onore lhn oompeneation for our work and our ouvtcee, ind bow ~o 

I hey differ from the price of o. OO.fltnod.i~Yl "!Q~ reln~t)ta 1/)~ prof!!, 

of tl•e llllrvieee aod tbe work o1anol.lttr io~<~ifi!lual t ,, '"" i •i 11 
l t.f I II l • I 41 If 1 
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&cntary ~o. W•ll1 if you d"!''t mind, I ditru witb you. 

I tloink that there is a ~rroat funaamwtal diJreronce. 
Mr. Gou. What is ott . . 
l:!ecretary Moor.zNTUAO. For. one tb1ng, when we t.alli about labor 

we are talking about _human betng)l, ~bout you an~ me; and wbw we 
talk about ooirunodiu~ we are t&lkmg about bt~ck oud monor. 1 

do not think they are oomparable. 
Mr. Oo ... We are not t.luking nl~ut you and me .but about the 

toomptnSiltion for our 8('rvi-.. I om In no way ~U~pllng to question 
the mvolunlary servitude section of our ConstJtubon. I agree with 

that thoroughly. . . 
!:>ecretnry~loll(l~C'<TII .. ,o. Well, it is just a fe<>long, and a rather deep 

f<'(lling with rnc, thnt the two thllll!ll ure fundnmentally different; that 

ia nil. . 
1 

F . 
Mr. Gou. We have denlt with wages m t •• all' Labor Standard• 

Aet, and ..-e ha,·e se( certain standards. 
!:>ecretary MoaGENTllAU. Minimum elandards. 
At1·. Oont:. Yes, of eoul'se; nnd we did not consider an inclividual in 

that legislation as pro1~rty. 
!:>ecretary liOIIGL'<TUAO. No; but Congress has set up machinery to 

deal with wag.s, and there is nothinjr comparable in the low to ileal 
with oommoditi.., hence this bill. We ha,·e a whole .. t of lam to 
deal with W8j!t'S. 

Mr. Gosz. You do not feel, as you soid to the chairmon, that anybody 
~llould ,_any of the goins which ... , .• bet'n made ov~r • pcrlod of 
ytorsl 

!:>ecretary Mo""""'TI"11· I feel thnt very strongly. 
Mr. Goor. Then "ho is to mnke • sacrihee for (hts defense progrom, 

uoept tlto boys in tho cnmpsl 
!:>ecretary MoRG..,.'Tn•u. That is the tragic port of thi• situation. 
Mr. <loU. I t is tragic; \'try tragic. And I think that to say that. 

nny group is not to carry its pro~M ion ate part of the burden of na· 
tionnl defonl!(l is wholly mdefensoble. 

!:>ecretary MORGE.'<TnAO. I agree with you un that. 
Mr. OoU. Do you not tllinli tllat it would b& fair and right, if we 

enact«! a bill to fur the oompensation which a person can make for 
producmg chickens, that it would be just as fair to put a ceiling on 
lhe .oompcnsntion which 11 civiJ.acrvic:e employee could drawl 

!:>ecre(ary MoRO£NTUAO. I believe that tho lltws which Oonsvess hu 
nl';"'lldY ~ ore odequ•~ to take care of the labor situatton as it 
C»nots todoy; 

Mr. Goa& Ho..- will wo take care of it, Mr. &c:retaryl 

I 
Secretary MOR(lr>ITJJAO. Well, I think that the way in which it is 

Jeingdono is fairly obvious from d11y to .day. 
Mr. Goa.._ The way thot. it is being done! 
Seerotary MoiOE.,'TllAV. Every day; yesi. !;hrougb the existing Ia ..... 

. Mr. G<>:n I do not dotire to press you Mr. S<iCretary in a aiscoo­
s•on of.th!a. I certainly would dislike to ;ote for an'{ bil1

1
which would 

J>ut a hm1t to what a can can get for Ius work but put a day's work 
and what he can ge~ for a day's work of the' man who works in the 
fitJd. on theaame ti&sis aa the man who works in the office, on an eleva· 
to'j u;> ~;he ah!lp, or wbere.,.r he work& 

If •t IS_ acrJOJUJ enough, and I think it is acrious I share with you a 
shudder m what may happen to this country, bedu68 I grow up in a 
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little community where within the ~ oflO miJel pnetically ,_, 
bank that it had bad failed carT)'~ tlloee J*>ple into the nry ab,a 
of despair and ~ailure. I dtare witli yo!! • fear o.t that, and, therofore, 
if we do this thing, I wan~ to do 80'!1el:hing elf~ve, . . 

I want to go further, if you will paraon this mtruaion of mme, 
and say that I think that thia it a pretty terrible th!nc to do to a trea 
people, but if the situation it eerioua enouah to do it., 1t must be dooe 
ndequately, and it ia my firm conviction thot a ~ieoemeal aelective 
stop·g&P method will not do it., and if it ill not gomg to be elfective, 
f wotild rather ban no bill than a weak, ineft'ecth•e bill. 

The Clu111llAN . Mr. Patman, you a~ ~ 
Mr. PATMAN. Mr . .Morgenthau, you stated that you w•re making 

11neffo~ . 
Secretary MOHOJJN'l'UAO. Could I interrupt a nnnutol Could we 

bo<e a 6·mmute ~to give me a clumce to 1!1)1. a b""'th of air! 
(M this point a bnef ,__ waa taken, af'ter which the following 

pniceedin(!'J .,..re had:) 
Mr. \VILLIAXS. The committee will b& in order. 
Mr. Patman is nlCOgllized. 
Mr. PATMAN. Mr. Morgenthau, you prefer to aeJI bonds to the publio 

rather than to the eommereial banks; do you not! 
Secretary Mc>eol!l<TIJAV. I would much rather acll e .. ry bond that 

1 can to t.he public. 
Mr. PATMAN. You h~ve a good reason for that, and, for the record, 

what is Ooe reason I 
Secretory MOilGL'<TIL\V. Oan Mr. Bell take it! 
Under Seeretary BILL. The main reason is that when we ..U honda 

to the bonkll, that incrt!886S deposits. 
Mr. PATMAN. You mean th11t it incret\Be8 the supply of money! 
Under Seeretary Dru. Yes air. 
Mr. PATMAN. In other ,..;;;!~ wbw you It'll a Government bond to 

a oommercial bank, you allow tile bank then to create the money I 
Under Secretory BELL. That is right. We want to avoid that, aafar 

as we can. 
Mr. P•nu...,., By a bookkeeping tran&Mtioni 
Undtt Secretary BILL. Yes, sir. 
Mr. P•TM.u<. And that increaaes the supply of money just as much 

as if the oountry i1111ued greenbacks diftCt!yt 
Under Seer~1".:£ BtU.L. It increases the supply of money, but I 

would not say it has the same effect. 
Mr. P•TKAN. It inc.reases ~e supply of m~nex to exactly the Mm6 

amount as if the Oovt'mment >SIIUed the ored1t direc:tlyt 
Under SecNtary BILL. That is p..OO.bly right. 
Mr. PAnux. Suppoae, instead of i1111uing a million dollan' worth 

of bonds and aeJiing them directly to the oommei'Cial banks, thereby 
increaaing the suppTy of money a million dollare, you issued a !"illion 
dollara in non-interMl-bearing bonds and depos1ted them With the 
Federal Reserve boulks and ,_i•ed eredi• for a million dollan and 
gave chooka on your bolancee with th- bonks, would thot incr­
your supply of money any more than 1101ling a bond dirootly to tho 
houlka! 

Under Secretary BILL. Would you mind stating that again I 
Mr. P •TM•><. Instead of isauing a miJiion dollara' worth of honda 

and selling them to the banks, ani! paying tho banks inWest on the 
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honda. and _allow in~ Jb~ ""'!b 10 create a million d_ollan of~- by 
a booldtttpmg lr&n80eii,OO of tho Treasury ""oul!lw.,. a mlllicm dol· 
lano in bonds and deposot t'!..,.., bonds woth tlt<l Richmond Federal R.. 
llerl'e Bank, or any other hlonk or bankB, and ....,.ived Cftdit- for u,~ 
non-interest-bearing bonds, and then issued eheeka on the bal..._ that 
you have in the barik or banks, would that not have the- olfeeteo 
lar as tl16 supply of money is toncemtd aa oelling the honda to the 
bank. I 

Under Secretary B.u.. Approximately the .. me. What you would 
be doing is thnt your Federal ~rve banks wo!'ld be ftnancing yonr 
expendoture progrom. mstead of your oommerClllll banlc.o. 

Mr. PAT>U"· 1 know, bul I am aslrin~t l'OU about the supply of 
money, and not about tho etroe~. Is i1 not a fact that .. •cdy the same 
amount of monty has been put inlo circulation I 

Under Secretary BEL£. I thi.nk 110; yes; but I think that the paycho-
loStiCllll • trt-ct would be entirely different on (Ito public mind. 

'Mr. PAn<A,., I did not ask you about that. 
Und.er Secretar.r B....._ But I think that that is important. 
Mr. PATNAX. I JUsl asked youabouttheaupply of money. It ..-ould 

be txactly the soune supply, would it noll 
Under Sect·ctao·y Br.u. I think so; yes. • 
Mr. l'An<AN. And tlte only ditTorcnco would be tho peyehologieal 

effect, if any, and the ooet to iho Oo,·ernmrutl in interest eha.~sl­
pnder &ttetary BJ:U.. Woll, do I undenrtand that you are not 

gotnjr to pay th• Federal Be!oo.r>·e banks, when you gi..-e them this bond 
any mtert.'St1 t 

~ft·. PATKAN. No!· we would not pay tbClll because wo are keeping 
the!n today .. Weal ow them to buy enough Government bonds to pay 
theor opol'&ting ei'J1e~ 

Under Seeze!arv DJ:U.. We have no oontrol over their purehu-. 
Mr. Pn><A.'<. We allow then1 to do it b.f law, do we not! 
Under Secretary BILL. They are pennttted to do that under their 

charter. 
Mr. PATMAN. Mr. Eccles testified that he koJ>t that in mind. in pur· 

ehasmg bonds, that he wanted to keep enou8". on band tAl pay their 
U)lWies. So that that is indirectly financmg tbe Federal &eeJ'\'t 
banks out of the 'Ina,sury. 
ba~b~cr Secretary DJ:U.. Then tho same is true with oommeroial 

ba~~f•W'•"·il~ow much stock do the Pf!Ople own in the commercial 

tb 
n e "' aay that there are about 14,000 oomm-ial banks in 
e toUDlrJ'. 
Under Secretary Bl!LL. That it right. 

l4M
000

r. bP~AN, Ho1~ mueh do the stoekholdOI'!I have invested in thoee 
• nruus, approxomatclyf 
Under Secretary Bw.. I tJoink that it is about $8 000 000 000 
Mr. PAn<AN. You are way oft' 011 that. ' ' • · 
Under Secretary BILL. About """""OOO,OOO I ld • . •• , 

inl'eltme.nt. ~~f~VJVVU, , am to , m cap1w.a 

th:r~;~):f'· Are you not innluding in that tho undivided profits and 

~~d1l',.:ta&' ~a.:;._ Yt; that w0uld be U~e invested capital • 
t'1.o00,000,000 i~ 01~1~ 1 a ac:t that they only b ... ~ , inyMt«l about 

lqlf 

UDdor 811 aW7 Bu. )fo. I dUIIk lhet it ia ~ eipt bU11oa, 

in capital ud ""!~ ~_..._. _ _..._1 
)lr. p_. . ....,.. ID ·~I"'"""" 1. 

Under See...., Bill+ .,,.. . , 
Mr p_.T.,,..· Jilow,wltb~.~,QOO,OOOm.-l"ffO~-t.he~ 

have 'a.tter this ~ of 7e11Ai<day, liow IIIWCh D!~c>oul 
.-te, 18 :rou aaid a lew miout. aao, OD the \>uia of the tliti--&J;·OOOIUU,IIWIIIUII 

in~~ J•L'-'- .... ·•' -'-'~-~ Under Secretary BIII.L ....... UJU.tt -...,....... ! upa wb&L "-
you tab. It you tab 6 to 1, it ~~~ld ,be $li9,QOP 000. 

Under Secrel.&l'f Jbu. That w.. lUI av.,.... aa UlJ· ]l{r. P.<n<. AN. It is abouH to~~~ Jl4)tf . 

){r Pon<Alf. That is about $ill ,0001 · 
Under Sem4ar)l J;l-... Th~ is rig t, on the bull o17 to 1; ,pur 

mathematiAll ... oorreet. • . 
J'){r. PAT><Al<. Wbat ia the a~te value of. the boncLo ~ lbe 

co-is! biUlka now bolcj., tbf,t,~y ba-.. o~ by c.:eatiD& tlie 
money as~stated a few minutee ago t' 
Und~ lbu.. Tb& AI!IP'II&ta book val1l• of Oo-t 

aeeurities that tiM hold is about -,000~11». 
Mr. PA'I'llAI<. Between nineteen ~nd t•ll!lty billion dollara of GOY· 

trnment aeoutities f 
Under Socretary BIII.L No; betwO!lll twenl,y and twenty-one bi)Lillp 

dollam ,000 . 1• • th L. 

Mr. P&'l'llAlf· On that $8,000,000 ol capita ilatlon, ay ..... 
loaned the Government $20 000,000,000, have tbay not! 

Under Socretary BliLL. That is right., includiitc the OlllOWit ~ 
iroro W.poeits. • 

Mr. PAT><Al<. And they can make Joana aggregattng about~.®· 
OOO,fXYJ mora; that is, $4S,fXYJ,OOO,OOO. In addition, how awch in IOODa 
have tbay extended on Jbatl 

Under Secretary Da.L. The total bDOiand inv..-.a~ the oo4 of 
Deoember 1040 amOUIIted to $64;~000, and that i~¥:1udea approxi· 
mately $20,000,000,000 of Government seeuritiee. 

Mr. P•TIIl•lf· U t.hey QOO make loaM aggregating ~,OOOjm, 
that would be about ~00011»/)001 about 10 to 1 I 

Under Socratar:y DIU. That is nght. 
Mr. Puxu. Now, ;Mr. Mor~thau, 1 would like to '*-.~~-~ 

<tueslion: You stated a. while ago that prolita abould be,_,..,.,._ _ _. 
G percent during this emergency. Do you thln.k tbat that sboul.d ~­
nlude banJo, toot 

Seereta.ry Moaon"'l''Uv. Surely. • • al 
Mr.PA1VA1<. Do you think that itahouldbeon.~wv~ cepit I 

. Socretary M'0110ZlmiA'IJ, I tlJinl< ao, 10 far as lt 11 poomble to '!fOo,k 

ot out. 
Mr. P.<T><A,!<. So tar u posaibl&l ~tb81' 006 wt.y 01' tl!e.qtber, 

Mr. Morgtnthau. 
Seeret&iy MOOOJaHuu.v. Tbe answer is "Yee." 
Mr. p,...,...,., You think that they abould be reotricted to 8 J*l*ll 

on the $8,fXYJ,OOO,OOOI . . 
Socretary M(liiOZ.lfTJI•v. I think that if you:u. gotng lo do tt, ~~ 

we should apply the prinoiple t-o all oorpof1\tiPne. ., 
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. Mr. P£ftW<. Bow would yw. app!St~~to ioduetriee like,U.. grow. 

ing of cattle! A a yw. know, in the of Te""" there 11.r. Tot of 

cr.ttle raised. For a number of yea1'8, the Ct.ttle· .. llllng Industry 

did noc. make any money a~ all. They have loot er.ob yer.r, and tt 

hu only been in the Jut year or two .~ tMy hr.ve been able to 

break eveo and maybe now they.•re mt..J<!nR money, .. 
Wonld yw. apply i~ to a bu8111tM or ioaustry like cattle rt.tllll!gf 

Secretary M0110n'UUI1· Suffiy. 
~lr. p.,..,.,., You would! 
!:!ecretory M<.aEN"I'IUU. Surely. 
Mr. p.,.., ... ..,, On thoir inveotfd capitolt . 
SecretOLry Mooo....m•u. U the,r ~a oorporahon; yeo. 

Mr. PATIUN. Well, if lUI indi\'Jdua.l. . . 
SeCretary i\1'*'""-nu.v. Then on billlDCOme from tnveeted capital. 

Mr. P•~"· You would take everything abov~ 6 pereent on hlo 

inaomet . 
Secretory MoiiOJ:NTJL\11. Wbnt l wu talking about this morning 

wu corporation& 
ltfr. PATKAN. What ia the ditreren011, ao far u money is con«I'Md, 

between r. fellow who is raising cattle ll8 a oorporation and one who 

;. rr.ising cattle u ron individual t 
Secrewy Mooo~u. In one case be bas inoorporated himoelt, 

' ana in tho other ca&e be has not, 
Mr. p .. ~ ... Do you "'IIDt to rnalize a men because he is a BOt· 

~tion, or give him a premium 
Secretary l\!oROIINTUA11. No. 
Mr. PATKAN. Neither one! 
,Secretary lliOIICIL''THAD. I do not want to pent.\ize ~ve-" pro· 

In tum. 
' Mr. PATKAN. But you would apply it to tho growing of cottoll, 

wheat, \'egetablee, dairy producte, rood everythina elaet 
Secretary MoOOL'<TRAD. During thi. emergency. 
~lr. PA'T>I:AN. You :would apply it to every6qc!,Y1 

, Secretary MoooOllm!Ao. During thia mergericy. 1 ' 

Mr. P .. 'bUJ<. And to lhe fellow soiling peanuts on the etnet 

comert 
Secretary llloao•Nnr•u. Yes. 
Mr. PATKA.'<. Bia peanut machined- not oost him r. grer.t deal 

and, NgardJ..., <?f the oost of the machinery that be had to uso, ~ 
would rostr~ct hl8 profits to 6 percent on his inveeted capital I 

Secretory Moao.,.,....v. Ur. Bell points out that be would ha,·e to 

hr..-. a salary w.t of it Wore we appliod it to inv.stod eapilal. 

Mr. PoTXAl'l. You would he willirig to have him receive a rei!OII· 

·able amoun~ for hia pe1'80nal aervioe t 
Soc~ M<l~Gel>'TIL\U, Yes. 

. Mr. P•TK:"'· And alter. that you would apply the 6 percent to his 

!nveslied cap1tal1 after. mnkmg proper deductions in the form of tuee, 

mtoest, r.nd thmg. hke that! 
I am talldrur atiOut net profit. · 

Secre(ary MoROONTU•u. May Jstntemy own·pol!itidot 
Ur. PATMA.'<. Certainly. · . 

. Secretary .U...ll<TJUU. I wu ulcod this moming about thi. qo.;,. 

t•on of exoeas profits, and I said that I oould.giye ,a ~f. thumb 
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anS'<er, and that we had people in ~e room who oould go Into it from 

th& otandpoint of t.u expert& I thtnk that the gontleman, wbo I be­

tie••• was Mr. ()rr.wford1 aekoo me i1I would give a rule-of.thumb 

llS'I'U and what I aaiu was that, talking in generalitiee, in orcler 

~0 pav ' tor th6 national.defenlle program! durina this tmergeney, I 

thong'ht thnt 6 P."rcent Ol) investoo cap!t• would-he a fair retum, in 

<ie"' of tho 61Jcr1R008 that we were ni!king other groupe to mnke. 

y 00 r.re aettlng into tecbnicaliliee. n you want a tec!mieal tu 

espert, we lio>•e one bert!· and I would he glad to hne hm1 anawv 

011y qu.stiona along that 1ne. 
lfr P..nu.N. I unden.tand you thoroughly now. 
&<"rotary .MOIIOL'ITll•u. You can apply i~ to do just what you have 

done to make it ridiculous, but I personally was very sin~re about it, 

and t would be sorrv--
Mr. PAr><A.'f. Well, I am n?t queationing your sincerity •t all. 

Secretary Mooot>l'ITIIAI1. It IS very easy to take what I lllly, and wl~at 

e<erybody Clllll ""'/"'and twist it to look ridiculous. 
Mr P•TKAN. oommend you on your sl.ateme.n't that we should !a~e 

more· of the ex~ profitlll and I will ask you this in relnU'd to it: 

How does t~1e amount of money that one who makes a n1ilffon dollors 

in excess profits pays now under t.t>e preoe.nt. IlL~ bill, comp•red to the 

r.mount that he would have paid under the higbe..1 tax in the Wiloon 

administration t 
Secretllry MoR<ltNTn~u. If it cnn be nnswered, Mr. Ulough ••'.' 

ans•~er it. 
Jrfr PATMAN. In other wortls, in the Wilson adnlinistration, before 

the .,;d C){ the war1 when the high~8t lues were on, how much would 

one pay on a milhon dollat'fl of excess profilB, compared to wh•~ he 

wO'!ld pay under the present t.u bill t 
Mr. Bwcou. I would ho~e to known little more than ju.<t the mil· 

lion dollars. Could you give lno n little more dntnl : 

Mr. PAT>UN. I am liJC& Mr. lllorgenthau i I do not hue the tech· 

nicalterms, and I do not have the detailed m1om>ation, but I would 

like to compa1-e the Woodrow Wilson tax lnw11 with the p.-nt law that 

,... ha•·• just~· 
llr. Bwnon. I will he bapry to do U..t, if you wish. 
Mr. PATMAN. If you wn do th•t, wath ...... proRt-in other 

worde, to corroborate l\lr. Morgenthou's lltlllemen~ tJ1nt lhe exocss· 

profitA t.ueo should he higher. 
Mr. Bwoon. Under tile Wilson administration law, thi! Re .. nue 

Act or 1918, there was a oo•·porato tnx originRlly of 12 pen. .. nt. In 

addition to that, there waa an e>:ce811·profits tax and a war·fro61A1t<•x. 

The ucess·profits tax ... ,.. bAsed on•all profits in excoss o 8 per<ent 

of tho invested capitol, and IUUounled .to a S().peroent rate on tbeexcees 

profiUI. not exceeding 2() percent of the invested capital of the corn· 

pony, and a 66·percent rate on the balance of tl1e excess profits of the 

compnny. 
In nddition, or rather aa an alternative, the tupnyer paying th& 

higher of th• two, there was a lax of 80 portent on the 111creooe of 

the profits during th6 taxable year ovtr the avtng" profits of th~ 

base period yMrs, lOU, 1012, and 1018, with & minimum In that e..., 

allowod as a crodit of 10 pel(l('llt> and with ~rt.ain otho,l' Mtoils which 

I do not think it;. ni!C088llry to go into. In other words, the tax wr.s 
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the JUcber of the two tazee, aa SO.perceot taa, oo ~ - otV U.. 

JII'&"WU' .....w.,a. or a 86-J*"''''t las 011 .....,. aa - of 8 ,. 

-t of the in...ot8cl ~ • . 
Under lha law u it • 011 the Ia& boob todayltb._,...... hila .it 

81 peree~~t, ineludil,. a lM peree~>t -1 rat. UIG a 7 .,.._ torpcnta 

•ttas Nte. In additiGD lD t.hat, there le ..... •-:- ...... las, .... 

called, which Ia 011 one of two ba.- at the ~ ... of tM ~ 

Ul the- of tho profita of the ~le ~ o .. r the ·~ prollt. 

of 18118, 11111, 18M,~ !:d or "'!1- of pdta OYW 8 .,..._t of 

the lint 16,000,000 of m eeP.•ta!• ancl 7 _.- oo the llaJaDce o1 

the invMted eeptt.t.l, the rau t.,umt"&' at 86 ]l61'00ilt and ~•umlng to 

eo_percent. 
The ~MUtt 11 that the oorporatioo du~ the Wi119n adxl\iuiatratiO\l 

bad tD pey the hi&hu of the two tuM, th61Q.uci the 116 peteeo1. rate 

on uooee prolitl and 80 peroeot on war prollt& A.t lA. - time 'W't 

b.neeithu,you JDiahtuy, an.-·Prolll.l las ora war-pro.6ta tas,or 

dtfena&.profita tu, at the optJOD of the taspe,.... 
With eome tupe~ the p.-nt rat.eo ue hiaber th•o tlo!!y were 

during the wu.on ldnnni.-ratioa, includinlr botJi'the oorpoaoat6 tas. 

'and the u.,...profite tax& With maoy oclier ~Ollie, the rat. 

aro nry mueb lower now than then. 

lfr. P~nul<. You uy •on -" Doee the aiae of Lhe COI'J)Oratioa 

haveanything to do with it1 Do the larger onee pay more or 1•1 

lfr. BLOOOJL It Ia not primarily a qllfttloo ol lise, although the 

p.-nt law is eomewb&t more tender on the emaller eorporatioas, thaD 

the lawa were during the Wilson administration. 

Mr. P•nu~<. Could you j!8 up a typical eue of a oorpontion a.od 

give the tax, and then analyze it with reference lD the W'llaon adminia­

tration laws and the pment law! 

lfr. BtDOOJL There aro DO typical ...a. I .hook~ I. ...., glad to 

aet up typical ...... lD allow how the two Jawa work. 

. Mr.P•TJUJr. Would you dothaUorthe reoord,and foriii,JI iofoma. 

ttont 
Mr. Bteooa. We wiU b. happy lD do eo. 
lfr. P•onuJ<, And llle it in connection with thia te.t.imonl· 

Secretary M~110~u . .Now, Mr. Patman, you c.t~- w113 ! .never 

~ nry far Without a tu upert, I suppoee that there ia on!'- ont 

~r person in th;. room who uodel'ltoO(l it, and that Ia Mr. &am 

belundyou. ' 
llr, PAnux. I lmow he doee-I p.__ he d-. I do not lmow 

that I understand enough of tuee to ~&y that I do. 

Now, wben ,.,. inC!'ta9e the ..-rve !'l'luiroment.e of Lhe baob, it has 

~ uadency-in fact, it hu the direct elreet of makiog _, ~ does 

It notf 
' 

Under Secretary Ba.t.. It loeb up that amouot of ~,...... They 

eenoot b. used. 
lfr. P•nu~<. In other worda, it prevent.e them from creating that 

!~ more. I t d- not actually frieze the money, beeaua it doe. not 

th~nd~~r~LiltD~l&IB~It preYenta them .frcm ma1tinf toaoa out of 

lfr. P~TK.t.lf. I - In othe.t wonJ., it ~ the amount tllat 

,may~ Qreated. That Ia right, ia it not, lfr. Belli I t doea not aetu-
.. ~ - · h 

• 

... ! II Ilia. 

ally plo'! UDder ... ,:n-'. or Jclellap.., -;.\ ~!r .... t 'i the 

eornmorcJal baolttt a 1 tlilt ..- aoMI1 ....,, 
Under a-N~ Bal. '111~ additional lou& 

Mr. p,.,..u, 'The direct e._le to mab IIIODeJ -·or ..... 

is it notf · 
· 

!leerM&r:J lfooln nuu. TMdect illlD mab it d....,. 

Mr. p,..,..,.. T1le filet. a alwa)'l wloon 7011...,. an;w...,-, 
you make it dear, It that- tnlet 
~ lf.....,..,..u, Oerwally ...,..n,., tt l'W b&ve a daMod 

on the other side. 
}{r, Pn·>uJ<, Nowi lfr. Morgenthau, I ulr you thle q-i!!"11inct 

the object of this bil is lD fix p.n- '-ua cen.iD OOIDIOOditlte are 

~mmg dearer~!!! view of the fact that there ia more money thaa 

there aro COIIIIIIOQIUIII for ale; therefore the theory ia that ....., Uould 

restrict the prices oft'- connnoditiM thM''--'-mac~.-

Well, do you not think if our ilJ'Ian Ia tuapd .., where wa mib 

money ee.n~e, and we maa money JDON 4leaP that we ehoeld pve 

consideration tD patting a top on th6 pn.. ol tile \.i; of-,, ill.._ 

retest 
Secretary M.....,.tRAU. In -riew of the~ litutioD I do­

see any particular need fqr_ It now. If I hid, I would DOt b&ve ....­

with the Federal Reeene Board to ~of-,.,._ whidl 

thor did today, 
Mr. P•~.;,!~ if 100116Y booomouearce lib it will, if t'-u.-

.-rves are ' , ,ott lmo• the int~ retes will f'/0 up, do ,... 

not! 
~ary M tal&lniUV. Well-­

Mr. PAnU>r. You expect them tDf 

~ary lfoaoenB•u . .U I saki thla montlng, it it awfully herd 

to forecast what wiiJ happe~~, and I thinlr it woula have betD a pNttJ 

liOOd bet to hne Mid tliot tho bond market would ha•e gone dowtl w­
aayafter inctftsi"C the-.-. .. but it did not. 

Mr. PATXAI<. Tlie bond marbt WMit upf 

Secretary MOiGIII<HtAU. It did. 

~{r. PATJ<AJ<, Why ehould it not I!" up if :roo are malri"C -r 
scarcer and there iele money tD buy bondef 

Secmary MOtlGZII'I'IUo. No, llr. Patman, it ie the other way, the 

bond prices go down and tho interoet retum you ~eta- up. 

Mr. P•nuw. That i.e oorreet, but tho In~ rate you upeot lD 

~me hipr do you not, w tho ao.un-u 
Secretory Moeozii'I'RAu . .Not n...-rilr, _ ~ _a_m_ ~-little bit proud of 

the &ct. that ri,lht now with the dl!ht tro,ooo,ow,ooo, t'- in-l'ltM 

are the loweet thor have •- boon in the history of this Ommunmt, 

juet a little onder~. u aga.inat 4% duri"C a aimilar period under the 

WiiiiOD adminimation. 'nle action which the Board lw tabn Wda~ 

oon be reveraediif n..-ry. It ie awfully hard tD fo- what wiD 

!tappen, but if -rea betting man I would ba•• bot ~1 that 

mtemt rates would have gone up and bond pricoe woUld have ..... 

down, Well, instead of that, juat the oppoaito happened, 10 it Ia .,,.. 

fu.lly hard lD ~IL 
' 

b
. ~~r. p.,....,., Well, Mr. Bolt ot.ated that it would require 7 er ,8 

llhon dollare more t>Ow coopital thi.s yeari I pi'8!U1Ill b,o liiMDII this 

lil!CII yoar, ••ding nest June ao, 7 or 8 bilhon dollare more. 

Regraded Unclassified



lOIS 
Under Seoretar:Y B.... Bonowing. 
Mr. p ......... For the Treuury by the Goven~~~~entl . 

Now, bow much of that do you expect to oell to the public, Mr. lfor. 

ge=ry Moao£MTU£U. It aU will go to the pub!io. 

Mr. PAnW<. You txpl!d, it·~ to go to the publici 
Seoretary MOIIO&>ITJUU, I constdor the b.nb • part of the public. 

Mr. PAn<A><. You consider t·ho banks a port of the publici 

Seorotary MOIGL'"'''IA"· Yeo. 
Mr. PATMAN. As distinguiobed from the bonks, bow mueh do yo. 

expect the public to aboorbf 
Seeretary Moeoz><ntAU. II would just ben gue~t~ and I do notliko 

to guMI!. • h 
Mr. I'ATMAlf, Would you &ay 6().../i~JII&t • roug guM!! I 

Soc:retary l>l.oao•><TUA u. I do not want to gueas. 
Mr. PATMAlf, Well, I think it isa 1113tteribat you should gin US Ill 

<Stimate, you ""'our Secretory of the Treasury, and you have all of 

this expert information and ad•~ce, and you !•ave Ute experienoa of tha 

1>ast to go by. 
Secretary ~foRaY.><TnAU. I lik• to answer questions, but I like to do 

itu intelligently llS I know how. Wo do not know for sure how many 

defenso .. vtnS'! bonds ..-e will sell, and .... do not know for sure how 

many tax anttcipation not.,. wo will sell and we do not know how bif 
th. e private im·estors will bo in their demand.!,. and we do not know how 

much the insurance eomJ)lnies will take. 'Jbere are eo man1 u...,.. 

tain fnctors, that your guess of 00-G<l might be right> and I mtght •1 

aomething el~~t, and I mi~tht be wrong. If I could--

Mr. PATXAN. I was about to relieve you. 
Seeretary MOOO&NTUAU. From the emborrassmen~t 

Mr. PAT>IAM. No; I do not consider it to be ony emb~trrall8men~ 

becauoe you have surrounded your statem~nt with such .afeguards 

that it would not amount to anything anyhow. 1 will lilY lliat ~ 

s~tfully, but I will just n811mne • case then. 
Seeretary lfo-.,'TIIAu. Aher 8 yean, I hne found it very wioe 

not to try to forecast anything beyond sunset. 
Mr. PAT>tAN. I appreciate that, .Mr. :Morgent.hau, and 1 shall not 

urge tl1e qu .. tion, but let us as.··ume that you have to borrow half 

of that from the commer<:ial boob and aboOiutely free $41000,000,000. 

Would you have an~ objection if Congre8fl were to chonge the laws, 

110 that instead of selhng tlte~ $4,000,000,000 in bonds to commereial 

!l-ob, that ~· just authorite you to deJi,·er $4,000,000,000 of 0011· 

mterest·bcartng bonds to tho Fede1111 RMerve banks and authoriR 

you to cheek on these funds the ean1e way u you check on the com· 

mtl'()ial banb aud .. vt the . interest on that ~,000,000,0001 

Secretao·y M~RGn'TnAu. Well. right or wrong Mr. Patman, if 

tltat were done·~ would be e_ooiSi?ered distincUy an 'inflationary move. 

H you. do not mond m,y: oayong tt, and I am not •ying it disftsped­

fully, 1t would be bttd finance. 
Mr. PATMAN. For the )l«>ple who do not get the inUirestl 

Seeretal')' M-e:.,.,,'""· ~Vhat I arn up here for today is to try ~ 
find 'Y"Y* to s,top th•s mftallonary tendency which is so largely a stalill 

of mmd; ot.ta • psychological Uoing. ~ow, J'OU come alonjt with 

that sugg<st:ion, arid I am afraid that it would 1ust ecare )l«>ple. 

10~ 

Mr. PATKAl<· Ia it not a iaet, lbouah, Mr. Morpltbat~, that 1'"' 

would use exactly the oame •y•tem t.l!•t 10U are Ullllg oow, tbat 7"" 

'II'OIIId be ~ing the aam. kind of -, they would aet tbe _,. 

kind of IDOIIoY 1 ihHe would not be &113' ~ ~f &OJ' IDDd wt.at.o. 

ever the quantity of money would DOt baTe been mereaaed 011e pa1111y 

mo.; and, ~ only dill'erenoa Ia tba~ the Governmoot would not pay 

into.-, ,. It ootl . 
&oretary MOIIOIIIITlL\U. I mtght an.awer that one; I happoa to 

bolieve that the ownera of tbe 111oney are entitled to rauonable littereat 

when we rw~t it. 
Mr.,_..,.. Tho ownera of mooey, keep tbat in mind. 

~y ){oooGII&'nJA'O, Now, when we are r~~t~ting t60000,000,000 

at aliW. leaa tban 2~ ~""""t, and I think tbat is reaaonable--
Mr. P•TK.ur. N'ow, you rented t!JIJ,OOO,OOO,OOO of that from bow 

that only have $8,000,000,000. 
Seorotary M-...u. I am otill aaying tbat I do not know any 

way to ecare tbe people more than by paooring the lr:iud of law thu 

yoM~~- Mr. Morgentbau, you admit that either tha bonks Ill' 

tho Oonmmeot would be .,_ling tbe money and why pay the boob 

w create it and pay them f·or the uoe of it, when they hove not got it! 

Seorotary ~'0. I can say, with all due rpopeet, that I have 

beard your tbeoriea oo this, and ngbt or wrong, 1t _,..people to 

death. 
Mr. P.ATXAN. I om sure it eeares tho folb who are getting. lbla 

interest, you know. 
Secretory Moao111CT11.\u. I do not own any of the bonds. I am not 

permitted to own t.ny under Uoe Jaw. 
Mr. P£TXAN. I am not talkma about you puoonally. 

Secretary 1\l~u. I uncleratand. . , 

Mr. P•TXAN. I penlOoally deplore the fact that our Government 

which hal the money~ power will go out and hire lhe "*' of 

money from people who do not have the motl6Y at aU; they do DOt 

own ot and you eann. ot •Y tbat you have hired $20,000,000,000 from 

the banks when they did noc. bave tf)IJ,OOO,OOO,OOO; they only bad 

$8,000,000,000 inveattd in all, and that on thaL they have got $6!1,000.-

000,000 Joaned1 
and now under our prelltDt syatem they could make 

loails ~ti.llg $28,000,000,000 more,., I juat cannot agree with you 

when JOU eay that you are hiring the otber fellow'a money, and be 

is entitled to re&I!Onable eom.ponaation, except to the extent that he 

adually bas tho money and be baa actually loaned it, and Uoen he i• 

entitled to the just compenaation, I agree. 
~{r. BaowK. Wloat nbout the depositors in thooe b.nka, wh~n o 

bonk borrowa or buys a millioo dollars "'ortb ol honda, are Utey not 

bu~ingit with the depositors' money! 
•fr. P•TMAN. Has the de~itor gut any actual money! 

I know Mr. Morgenthau s views on tho&, and be tmowe mine, I 

believo, and I doubt if thia partieular bill ia the place to vpl.,... it 

more fully, eo I will not. 
Mi1111 s..,......, I wish that you would have him put in the record 

the anawer to the qu.-io~L wbat are tbe t.otaJ~ul 
Mr. PATMAN. I think Hr. BeU said $46,000 ,000. 
Under Seoretary BJU.. About $46,000,000~ of demand depoa\t. 

today. 
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MiA! Smv<a. Tba~ d- not eoun~ onin~l 
Mr. PAntAll. No, that it jutt. dem&lld eninp. 
What are the total of demand and l&vingt depoei~t 

Under Secretary Br:u. That figure was wrong, Mr, P abnan that 

I had ginuy011, as of ~mber Sl, 1940; that is the late ..,. ~ ... 

the demand depo8itt ..-ere S83,68e,OOO,OOO, and tUsJ. det?oti!a ••rt 
$20,071,000~000, and !hen there were certain other depoatb! BUd! u 

interbank aepooit& 
Mr. PATJUJ<. All ril[ht. Now, then, the other day :Mr. Bend.,_ 

staW that if a prioo aliould be fixed on a certain commodity and the 
rutuoufacturer of Uu1t comm11dity is forced to inet'ellse his r,.;agi!e to 

hi• employ-, to the ~nt that he <lOuld not make any profit at aU, 

thet he believed that be should incru!e thd pric& 80 that the IIIODU· 

foeturer would m•ke a fail' profi t. Do you share hie ~~ 

Secret.ary MOil<lDl<TJJA'O. Y 011. • 1 

Mr. PAT>UJ<. Although the wage increase was juM.IIIed or not jlJIIii. 

fied, you would still be willing to protect the m&~~uflleturerl 
Secretory MoROllNTUAV. Well, I think the m'-?ufaeturer under our 

C.pitalistio rystem is entitled tO a fair profit. 
Mr. PAnuJ<. At the same time the wage earner is entitHd to a lair 

wa~f 
Mr. MOIOEl'M'BA'O. Yes: • . 
Mr. p~,...AI!· All right, you are talking abottt tbeee piu-ity .priees, 

that putty f"ce, lSI<» to 1914 was b.eed upon a coet price, I be1ieft. 
fha~ you wil ogre&, will you not! 

SeCretory ~fooo£NTRAV. Cou.ld I have 1 minute, pleel!et , 

Mr. P!2'11All. Certainly. 
~ M~a. Would you mind repeating the quf!!$ionl 

Mr. p .. ...,.,.. Tbe parity price of 1909 aod 111U for fannel'!l, wu 

predioa&od upon that price bel~ a coot pric& to the farmer. Tho 

~.,!' CIOII.tl141 farmao,- •ed tn other produ.eq tha~ h4l ooruaonly 

~~1JI'Odee& lb.- particule fana oommoditi.., do you agree 

~ MoRORNTHAV. That is a good explanation· yea. 
Mr. P .onru. It. wu coet to the farmer I ' 

. ~ ~u. It is the relationship betwetn the PM of 

~sib. farmer r•J$08 and what he has to buy,. 
Mr. p .. ..._.,., Now, thOD, sinoe you are willing to P"1. the manu· 

~at leut ~~t profit, wby would you not b6 wiJ.Ii.ng tog; .. 

- ,-~et e }lei'COII~ above parttyt 
8liarelary M-•u. With oil due """1>001 I do not tbinlc the 

two ..... any relati~nship, and u a fann~r I would tako parity 

~ly ud ay nothtng about it. ' 

ot Mr. ~~A'{""''· When the fanners were getting one-fourth 1)4lrteOt 

~ lfoeac.~u. I would take parity md b& happy aa 

~rt tbe .,pe,..nt rule. ' 

• PA'l'XAJ<. As agsinst 6 percent in addition to parity! 

~retaryp MORGENnua. I mun 6 peroent on yoor invested eapital. 

mr. .on..u<. I wu not. talking about that. 
Secretary A!Oii<IDTIIAV. I thought you were comparing the two. 

Mr. PAToKA!'· Oh, no; t)le "';•n's services are meuured in this; t.he 

man'1 ten'Joe It meuured •n thJt, and the parity price wu b.eed upon 

aCOIIt ~and if you are~ to 1!1 .. tbe JD&Dufacturv e pvoent 

in add1tioo, wbyare you 1104 •illlil& to «i'" tbe farmer~~ DOt, I 
Sectetary M-nuu. Yr. ~ if you clo-. mmd. my poat· 

tion is that ConllftM tet.a~rity u the ultimata pl. Now, I am 

going to beg oll,il ~=goi.n,w to ~k d~~n parity and evetY,Ihinl 

ihat ~ into 11, I do oot. think •t ,. up to me, that ,. all 

M.r. p AftlAl<. I clo not thiolt that JOW' &DaWV ia ftiiPOnsi" to a>:y 

question. d ··-•·~·-• . 
SecretarY Y-tWU. Than I o not ...... ..........., your quertJon. 

Mr p...,...., We will}•uot pue il onr, then. 
Supp<* tho£ a manu aeturl~~g indllttt'y, that it is ditcovored that 

there are certain 'IVage earners who are unorganized, who are making 

110 ceni4J m hour. 
In other compa...W. placea of bnsillMI, where wage,.,.... work and 

do aimilao work, they are making tlO centa .., hou.r. 
Would you be willing for the P rioe Administrator to fix a wo~ 

or a r·ioe that would raise th- ....... from liO ceni4J an bou.r up 

10 ~ Moeommuu. wafu I 1fou.ld rather let him anawer that. 

I mean again, I am in anotbei lieid. · 
Yr.PAD<All• It.ie price-li:ring Mr. Jolorgenthau. 
Seeretar:r )1ooomrTRAa. Well, i would mUch rather, Mr. Henden10n 

baa been on this, he ia here, and he ia going to testify after I aro 

6nithed. 
Mr. PA'IllAI<. I will aaklou ~ queotion; I know tha~ you ean 

answer, and would not min anawenDI!· 
Suppoee it ia di&e<>vored that in certam bUBinetll!eB, and ind~ry and 

..-ork, that it can b6 llhown <lOnciUitvely that people are workin& fOO' 

10 cenl8 .., bou~. 
Mr. &{()8(l,.,.THAo. Well, you cannot under the minimum "~&"· We 

have got a minimu.m·w"'!"' staodard. 
?ofr. PAD<AI<. That orily appli ... lO interstate, be~ .. ·- the s~ 

that dooe not apply within the State, and you are &.ling pnces wtthin 

the State the lllUlle aa y()u are iuteretate prtcee. 
Now, suppoee it ia shown that lbeJI are working for 10 oente ,an 

hour ..:0Wd you be willing for the PrJOe Adminirtrator to fix a pnoe 

on iliat ()Ommndity that he is malcillj! with his labor that would enabk 

~to~~~~~~~' . 
Seenury MOIJOEN'niAu. Again we are on • subject on wbidt he,. 

going to leel.ify. 
Mr. PATHAK. But you are IUpporting his biij, 
Secretary MORGENTJ<Aa. Well, let him answer what he "'auld do for 

him!elf. 
Mr. PANAJ<. Would you not b6 in favor of that! You a"! ~b& 

~l'lltary of the Troi!lury, Mr. Morgentloau, and I value your opm1oo 

~tary M<*IZ>I'mAo. You have the advantage of having hMrd 

Mr. Henderson lelltify. . 
Yr. PAnfAII'. That baa no relationahip. We will wtpe 011t ewry· 

thing M.r. Henderaon ..;d and just ~ave it to the quertion of wbeUI• 

or not you are in favor of every penon making at least 40 ..,ta 

an houri 
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8eefttary ~U: Welldcunl• the obairmu of the -miUee 
~-tocloit,OIId 1fbe· 011 

Oould I 8nieb my a101-t, Wr. C1>ainDAD t 
It the obairmu of the coJIIJilittte l8b me to ..._. ~ qlllalioa. 

I will~:-" to do 80; bu~ my real!<m for no& "'"'!'Dg 1a ~ ! '-1 
it io a · y technical qutotion, and Mr. Rend.- Ia lieN, o.llll I W 
that be • mach better abl6 to atiiWtr than I am. B ut if die eh•ir=u 

uka me to do it I will do it cheerfully to the beet of my abili&y. 

Mr. PA1'XAW. i want to explain my position; I think that yon ..Pt 

to beer both aid& 
Hr. WJLLUxe. The ehairman baa oo powtr to ull him to ...._ 

and he i• not going to ask the witn..., to anJWer a quealion that ~ 

doea not want to. 
"llr. PuvAlf. Here is why I think it is 80 simple that be abould ID· 

awtr i~ voluntarily and I do no«. apprtcia!" ~ faa. thu you pat ,.. 

in the attitode1 Hr. MOfll\'lltbau of pa$1111!5 •t on to the eommitt.eo· 
I would not iMiat on it and I halt not. been msisting on it ; whon ,00: 
asked me to pall a quettion I passed it. 

Thie is.., simple that I am going to iJllilll, that you answer it, ond 
i f the committee does not want to hear it, all right. 

The point is. that we have paseed a Fair Labor Standard• Act, and 

we have providOO that 40 eonts an hour aho~tld be the minimum wage; 
you undorS.and that, do you not, Mr. Mor£Mthau f 

Secretary MOIOENTIUU. So far lO good. 
Mr. P•T>UN. Forty oonta; Lll ri~ht. 
Now, t11en, that appliea only to mterstate kana&Ctiona but this bill 

will appl;r to intra!tate; it applies right. down to the locel community 

and Will aJI'ect more than the Fair 4bor Standardl Aot. 

Now, in fixing lhe60> priooa, are you willing to keep in mil1d alegia­

l&t.ive policy, en fcroed b)' thia administ:rt.tion , of giving 01 least' 40 

t't!llta an hour for labor, In the fixing of th- pricee, and &xi~~g them 

110 that in the •le of cornmoditiee that labor p rodueee, that thiy will 
be ablo to earn 40 eenta an houri 

Secretary MoaooN1'HAU. That ia ~very simple quMtion. 
Mr. PATVAN. That~ uoetly what I ubd. 
Seereury)JOIIOL'"'I'H4U. Now,letmesee if I can._ expnlllliDg 

~Y own fedinga. If it were up to ~e a~d I had the aothorlt)', I "II'OUld 
like to eee every mao end woman 10 this C011ntry earn a JDUiimum of 
40 centa an hour. 

Mr. PA-n<.<.'<. Well, if you were adminietrator of thia oct, ..-ou1d 

you Hx the prioee 110 that they would be enabled to eam 40 centa aa 
houri 
.~reury &foiiGI!N'mAU, I can only tell you how I feel about tha 

lllllUDlum ~. and I have given you t. et..-ll!hl. t.NWer on that. 
Mr. PATMAN. And you hove recommended this bill but do you LI80 

""')'mmond t11at tha.t principle he kept in mind in the llxing of t11• 
PM<8f 

Secretary Mo.o&~muu. Kept in mind· yee. 
Mr. PATVA><. And considered fol'the~rpoeoofgivingMCh per.-

40 cents an hour for int.rutate eommoditiea 'prodocOd intnatall&l 

Secretary Moao-..u. Wherenr poesi.ble. 
Mr. p.......,._ Wherever poesihlet 
Secretary MOIIOal<TBAU. yes. 

1017 

Mr p.,.,...,., Ofcoane,,.,.wouldha,..tbepoW'6r,I~ 
~retarY M_,.....au. Well, lllind you1 I am jllll. SeCretary of the 

Treasllrl· but ~ aek me how I he! abOut 11. 

Mr P•ft.••· Youareherefort.hiabill. 
~111tary MoaoeNTJUU. And 1 have given you the ........... 

Mr. P _.,.....,.. If you ware ~re to p.-nt onuide, or jWJt """"'""'" 

:::f any particular matttr, I think that you ouPt. to .,._.,t them for 

s:'"retary M__,.u. If there is anything that will help the 

..-orkingroan and wQillan of this country to a-t a minim11Dl of 40 cents 

an hour 1 am for it. 
)fr. PATVAN. 1 appreciate that fact, and I believe that you are 

• inc'"'' about it; there is no do11bt in my mind &bout it, and I am 
glad that you ~~~~ that for the record beCau.e I hope that the Price 

Adminiltrator will keep that in mind becaWJe it is the lirot oppor· 

tunity tho Fedora! Govunment. will hue of -ing that U... people 
who a111 making 6 and 10 and 16 cents an hour ..-ive a minimum of 

40 t't!llta an hour. 
Now, 1 have 110m& other q_ueationa thlt 1 will Dot ask you boeauae 

it is on the queetion o f det&Jl and atatistieal information and 1 will 

ask Mr. Henderson. 
Do you not think that the question of )>aritv, Mr. Morgentbau, i1 

u much a question of rela tionship u it Ia price) 
Secretary Moaa..,n:u .-v. Well, as I undtntand parit)', and 1 think 

that r understand it in the way you have uplained, it JSthe ~lilian· 

ship bet.weeo what. the farmer sell" and what he buys. 
Mr. PuXAN. y..._ sir. AU ril(ht, now, tben .as one other questio.n 

and I think till~ I will be through. You mant10ned &while ago, t.hia 

afternoon some time, or tbis morning, about ~leaaing th\S cotton and 
wheat that is in storage. Ia tJ>ere any way under oxisttng law that 

you can releue tllat for the market I 
Secretary MOIIQ:D'l"HAU. Yes. 
Mr. P•TXAN. How much of itt 
Socretary MOROENTIIAU. A$ I 11nden.-tand it, it is 860,000 baJel a 

month. 
Mr. p_...,.,...,_ That is on cot~ 800,000, a it not! , 

Socretary Mo•wmu u. OOO,uw; you are right; and a milUon ana 

• half ~ year. . 
Mr. PA'Dl.lN. Wheat-do you know what that. ill 
Secretary M-n.-nuu. I do net know wbat the rtl!lrietlona t.re OD 

wbeet. ...J 

Mr. PATliAN. Now, knowing that you would like to eee people,_ 

(air pricea
1 

:Mr. Morgent.hau, you would not be in favor of relea81Jlg 

80 mueh or that cotton or wheat tll&t it would reduce the price below 

pal'ity, would you t 
Seiirotnry MoROC!<m.•o. What I~~ay, if I may quote from my lllate· 

ment, I say our Jran!""y doors should now be open enough to prevent 

unrea.eonab]e pr1ce rJSeS. .. 

Now, you take tbat, plus the fact that I agree to the .admmu.tra· 

lion's policy of trying to attein parity, and 1 think that gwe~ you the 

answer that you warit. \ 1 

Mr. P..nu.'<. W.U, Mr. Morgentbau, although 1 do not~...., .,..,1.1\ 
you on e<erythlng, 1 apprecit.te the fa<t that you are mai<lllC a goocl 
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Secretary of the TrtoUUry, and I oonmMUCI J'O'I far your dorta in 
lc~i"'_ the pricel of money down tha~ the Go-..,_t ia P"Yin« 

altbcJu3t> [ cfo - belieYe tho~ tl>e Gov..,_Dt lhould pay a (lftlnj 

for the aae of ito own monel· 
Secntory MOIIOII!<THA11. Thanlc you. 
Mr Mononr. May I oak you a quootion I :a..u.na. this 40. 

..... ~an-boar diaouaioo, it ia my opinion that, aliliOIIIIh ~the Pri4o 
4dminiarator <:an 6z the price of the oommodity and .mab It (lOIIible 

for the employer to pay 40 centl an hour, be cannot Clllllpal the «<I· 

ployer to pay 40 oentl an hour. . . 
Mr. PATMAN. Just to add one other pOint, that I think when we pay 

a billion and a half dollars intuest fort~ use of. our own money or 

for the Govet'IUIItllt.'a mo<Ml;t"1 that we ·~Just ~lllljJ • bonue 0< .W.. 
aid:y of that amount, when tt a- to $2p.»,(H)poo we are juat pa)'ina 
that much out unnoo-rily utravagantly and waatefnlly. That '­
ml own pt.n100al and printe opinion, which l know that you diaagrea 

wtth. 
Mr. WII.U.Uia The chairman ill comi"i· I w.u 110~ to lllk you, 

;Mr. Secretary, whether you want .to !""U!"" t.hia Mariiig tomorrow 
morning or •hether you want to 6nisb 1t this evening! 
~tory MOOG&l<'I'IUI1. Could I gat an estimata of bow long it 

will bet 
Mr. WILUAX&. We will try to get an tetimate of how .much 1..,._ 

It issoing to take, 
SeCretary MOI!OUTRAI1. If I oould ~ton estimate. 
Mr. Wru.a.ua. That is11lways di:ftleult to do with any degree of 

certaintY· Bow many wut to examine the Seuetary farthar, and for 
about how IQ!181 Juet !!!"'an informal unc~Hatan<iin«. 

Mr. F. C. Sllli'J'll'. I will iequeet about 20 minutee. 
Mr. Dxwn. I mil!ht uk one question, but I would not ask if it wu 

soing to delay the Secretary. 
Mr. WILUAX&. You understand eo far as I am toneerned1 and I 

ftarwt in with thia and the chairman h•s come in and there is no 
di~t.ion on my part to cut anybody ott, it is juet a queetlon if we 

COD reacll an agreement within a reasonable time wheth~r we 1riU 
~ntinue now. 

Tho CuAJJOUN. Would it be oonv~nienl for yo11 to oome beck for 

a.n hour l<lmorrow I I think that we can 6nish with you In an hour 

hut I do not thinlc that there is any quoation.i the. time indieat;;i 
for qutlltio111 does not mean more that~ half of toe time required for 
questions and answet'$. I would a&SUme you would not lib to stay 
for another hout this afternoo.n. 

Secretary llfOilGII!<TBJ.11. I would be glad to stay for another hour. 
TheCu•nv••. Whatdothememberaaeyf ldonotmind. 
Mr. F. C. SJ<ttH. Mr. Sec:retary, like yourself, I too YOUld rather 

not think about tho SOid·bUyil\g program. I lm~w that there are 
thlnp more pleaaant to talk aoout and to t.biok about hut like 10 

!"""l of the other omergeneiea that keep tormenting tta, Ibis one, too, 
II "'th ~ and I IUPJ)Oae we are forced to deal with it. 

What II the total amount of SOld purebuu up to the p .... nt time; 
-round filteen billion I 
~s!n~l M:a.ouftl.t.11. Do you mind If Mr. Whit.. ait8Wera that, 

t 

____ ... 
Mr w.-. sm-:=Dr· ..udat , 

lb': ~!!:.!-=.:,.. :.o.::''-~at ... u ~ 
la~·tbe ~ b ...... -~~ ..... it, lion .... about 
4 biJiicn in Tm i beton I& .,... ~ oad llooa U.... 
was a period at wlllch....,.,. P"'- 'WI!" pUl, ud at the ODd of 11M 

there wal t8,I)OO,IJOO,DOO,- DO. there II f/lli/XX)/Yi»IJX) \ I will u-t 1M_...,_ ill the 1.-d for you, but it il approzi~ 

mately that. 
)(r. F. 0. s.-. "6,00G,I)CJO,OOOI . 
~lr W JUft Y eli that hM been purcltaaed uM& the 41011 of laat. ft.ll, 

durini: 19M, th~re was almoet a liillion purebaaed in 19~ and tbell 
tbtre,....- pun:bued in 1883 at ... rying p"-, from -.er to $84. 

Mr F. as- . I bold a m.t- ........ for t.bat, t.rOUI>d I& billjon. 

M;. WBJft. 1 eaid dllrinl_l~_d'vri"« the 1~ there wu pw­
chuod appro~t.ely about woo,~JVU,OOO but we w1U 1n1e11 tile oorreot 

~F. 0. 8xrr& X.w, ...Will the amount of pld impona '*IIOd 
by paymenw of trslde_bak...._, ... ancll,t 

J1Ir Wmn. Well, Dr. Smith, it is im~ble to t.U. You -aotd 
oom..; in as a balanciQIJ item of aU of'th6 tra~iooa and you have a 

number of di6ereDL type& of trantaetiOIII that ea- OUI-Jl".VII*lla and 
a number of dilferent one& that oa- in·paymtt~h, and tlie ,..,haot 

dift'erenee is aettled by l"id, eo it is iJD(lO'Iible to 1&1 bow m~aeb 'l"hl 

came in because of an,y one ltct. 
Mr. F. a SMDR Well, you have IIOIIM appi'Ol<Unat61iglart, ~. 

do rou not I 
Mr. Wnl'tll. You can ge4 a ~ ... of the haiaDoa of trade. You ean 

•lllo. gst a 6~ of the capital tltat hu moved here over that period. . 
For examfle, $Dee tho end of 11M il bas been eetimatod tliab tho 
amount o capital that llaa 0010$ into thia country baa been over 

$6.000,(#)J.(#). 
· Mr. F. v. Slllft. What do yoo mean by "capitalt" 

Mr. WID'I'IL Let qa aup(l(lee that a bank has money abroad, and 
wiohea to withdraw tbat moDey lrom abroad, and put it into c!OU... 

bore. 
That would be an inward movement of capital. 
Sup.-e a Frenchman o.r EnsJiahnlan aent his fun~ here to be 

in'·ea!M in -.e American induetry, that would he an anward move-

ment of oapital. . . 
Suppoeilllf a Britim bank wanted to ;...,.... Ill boldutp here ot 

dollars, that would be an inward 1110....,.t. 
Mr. F. 0. SKlTII. About t6,Q90,000,(H)I d th 
Mr. w.,. o .. r e billion ; ibat is the rec:o~ed. amount l •!' e.n 

there ia a tuho~Auatial &11101111\ over thai. wiUch 11 not reoo.-J and ll 

aubjeet to a wide ~of enor iD eotimating. . 
Mr. F. C. SIO'I'll. 'l"Mt miabt be in the form of simple depollta, 

u.nueed d~poeit. t . . 
Mr. WIII'DI. Part of it ill in the form of depoolt., gwt.. eo. 
Mr. F. C. S>oTa. 8o you ha.,. 110 approl<lJillte llgu.re enn of the 

gold im()OI'Ia, ....Wt.in« ~ ~ of trade bel•- l tbool«ht 
til~ .... a ....... ,lilOD out abci'*-a ysar &SO of allout M;OQO,OOO,OOO 
whidt .... ,....U1K:!Ft.acl. 
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Mr. Wumo. What you can W't, you ""!' get an accurate figure of 

what was the extM~ of our exports ove.: 1m poria but you oannot. say 

that an equivalent amount of gold came m because of that es:port. 

For exomplc, you might ho.' 'e paid for ,that •!'~ of erport8 by 

tourist uperidituree, or you m1ght have patd for 11 on part by oertaU. 

other type!! of t"'nsactions, you """;you cannot alloeate an mftow of 

gold to any one ty11eof trensnction. You ~an, if you like, W't the total 

of the ox"""' balall«! of trade 0\'tr the per1od; we can giVe )'Ou that 

Mr. F. C. S>1rrn. I would like to have that. ' ' 

Mr. WHITZ. We will insert that figore in t.he record. 

Mr. F. C. S><JTR. The amount is considerably lete than half of tbr 

total gold purchases! 
Mr. wm ..... I should &ay so; yes. 
Mr. F. C. S><mr. ~Ir. S<!eretary thia stattmenl that is being made 

'"penledly, thut thl'8(' imports are tloe mull of trade balancos and that 

people bring their gold hei'tl because it is AAfer and we ju8t bavo to 

take i1, and 80 fonh, needs txamioation. 

Do you not lcuvo out one of tile principal or the principal -

"'hy gold is being imported into this country! Doos not the fixed price 

of gold and the premium of $14.33 guaranteed by the United Siatet 

Government have much to do with the importatton of gold! 

Secretary MCIIIlEl<'nl.Au. Well, of cou,l'lll>, you know I have exp1'11811ed 

m.)'lltlf on that before. No; I do not thrnk so. 
Mr. ~'.C. S:>rrrn. Well, Mr. Secretory, the producer of gold hAS the 

t>I'OSilt<tof a certain market for hie outpu_~1 he knows he is goin_s to get 

a I!Ood p~ for it, and he knows it is not likely that that price .. JtOmg 

tob6 ch1mged; do you not th ink that there is a tendency to stimulilting 

l•im to prOduce more gold on that aooounl t 
lleereury MoiKIONTIL•u. It might, but, "hat you are saying, if I 

undenrtand it, i f n nurn in Canod& ltns a gold mine, he is going to send 

the gold down here o11d h'y to etll it beCause he can get $35 an ounce 

for gold, .then what is ht going to do with his dollal"l81 We have been 

over. it. With. you; I. have not bool1. abl~ to. convinco you thot this is an 

admin,rstrallon pohcy that we tlnnk IS nght. Wa think that rai!ing 

tho pr1ce to $35 an ounce at the time we did wos the cor-re<lt thing to dO 

at. thn! lime .. I said this mor·uing I do not know any other way of se~ 

Umg rnlematiOual balance. exoopl through ll,Old; until 800\80116 sug· 

gests • better WilY I nm just going to stick to this way. 

Mr. F. <;:. S>rrm. But Mr·. 8e<:1-etar·y, you •n·e only using the minor 

part of I~IS gold for that particular purpose. The major portion of 

the. gold 1ml'orts have nothing to do with settling trade belan,.,.l 

Seeretnry Moao£NTH•u. Well, gold would uot flow here if it were 

not for I rode balan- and belanees for semt$ 
Mr; ~·.G. S mrn. It i~ s•id ~hat this gold is safer in this country 

than lt lS m 9ther oour.~tru~s. owmg to the war situation in E uroJ>6 and 

other co~nt.r~eo; that rs true, but we ou~ht to find out why it is .. fer. 

~'·hether 1t IS merely n m•tter of Inking 1~ out of a belligerent country 

1nto !'ur country or whether th•re may be something elB<I to explain 

~··hy •! IS thought bf foreigners th•t their gold is safer here than i~ is 

m thetr o'rn countrr('s. 
I s not lhls a fact, that there is more than the mere physical safct.y of 

that gold in the United Statts! Does not the United States Govern· 

ment lllso .~:~~•r•ntetl the vnlue of that gold I And is not that a factor 

to be oons1acred 1 
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Let me put it lhls way, The Ooven\lllellt guar- the oonlellt, 

the amount of tl!at gold. We do not know what it ia soina 10 be 

•orth in purehaotng power lata'. . 
The Government does not guarantee lnm !'flY val~>& as far aa J>lll"' 

ehaaing power i• concerned, but the Oovemment does auarantee that 

he can receiva bed< the eame quantiliy of gold u ha brought bero in 

the first place. . . . . 
){r Wsns. I tl1mk poes~bly you may be thinlung of gold sent to be 

kept 0,. earmark with the Fedenl BMerve bank. 
~lr. F. c. S><rm. No; I arD not talkinc about .. rmarked gold at 

all Let me put it another way. Just a moment, I would ratfter IUik 

th~ ~tory about this. B o rs tl>e fiscal agent of the United Stat-, 

and h• is the m•n who carri .. ont th- gold transactions, and I 

think be is the man tha~ sho11ld answer tlteeo questioos. I do not mean 

every particular t.eehn>cal questJon. 
SecretaQ Moao•NTRAO. The Tre&8UJ'y ·~ in alllrinds of trarrs. 

actions. You migl>t ask me why 1 am paymg so much for IUOlaSOOA 

aloohol for the lena·!- bill and I oould not ttl! you; I would havoiO 

send for my Director of Procurement--or how much he pays for 

nails or oopper wire, or tractors; I don't know ><hat tl>eanswel' is; that 

is his job. . 

Dr·. White hRJl!leiiS to be on expert on monetary alratrs and a good 

ono. h h · ~ h 
Mr. F. C. S >r mL 1 understand l at t ere u at t • prestnt 

time exported and baa been for some ~ime, a ~ns1 erable amoun~ 

of Unit«~ States curreney. I have some m.formalion from another d ... 

partmont that a considerable amount of United State. eurreney wu 

•hipped to a certain noutr•l c~untry, wl>ere it was put !nto the names 

of nationals of that country w1th the hope and expectatiOn of oonvert,. 

rng that currency iniO gold after the "·ar. Do you k.now that there 

has been an expo1'lat.ion of United S tates curreney! 

~tary UOIIQI!l. snuu. We !mow bow much goeaout every mon~>. 

Mr. F. 0. S>m'n. Would it be out of r,tace to l8k you what that u l 

Secretary MoROIO!<TUAO. NO.j I Qlll gad to wll you what I know, 

~lr. F. C. S>rlTJL I am a&kmg you; tltot is why I arn a~ing you. 

Soorctary liiOROENnJAU. I can tell you bow mueh curreney lea-

tho country every month. 
B ow much is itt 

. 

Under Secretary n....,. Aooording to the Federal a-rve Bulletin 

during tho year 1939,$100,000,000 net left tho country. 

In 1940, $17,000,000. 
Since June 1940 anti up to the ond of December it baa averaged from 

$300 000 10 ~,000 a montlt · the 8glll'Q8 arc not available for recent 

months. ' · 

Mr. F . C. S>riTH. Now, we will not pursue that line ':ny fu!iber· I 

think that this gold·buyiog prog'!'am JS a very to1'IDe1!ttng tlung a~y­

way, bul l am afntid that we d1d miss another very Impor!A!nt P'?IDt 

this morning in connection with it, and that is its relation to 1n&t1on, 

to inflationary depotiita in the banking sysii'Ol· . 

As I understand the procedure, for every dollar of gold Imported 

into this country there is set up in the benk:ing sywttm a dollu of 

credit or deposito, that la oorroot.; il it not I • 

Secretary MOIIOmmlAu. Ytor; un)..., the ~ld is aent to the Federal 

Reserve bank to be earmarked for 101116 foreign central bank. 
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. Mr. :r.a 91mB. Well, uow, what do you -.to Ja1llr Uiiep11111 
• Seerttar:Y' Hoeoawnuo. Could Mr. BOll &0 Ul1'olllh 1M ~ 
of going to the bank and everything elee! . 

Uoder Secretary Ba.L. U a oountry unportf aoJ!l iDto t.ba Unit-a 
SC&Cetitia~ied to the.-yoMoO, we will •Y m N- York, ... 

the New York .-y ollke gl- th6 impo.W or th& buk or.,.-. 

it mi.Rht be, a check on the Trea8ury, what .... call • gold-faDd ~ 
and tltat check is~!"~ i'!"- ~·any other O<>vemmtnt ohd:: . I t;. 
de~ted by the rec:~p1ent m biB bank and~ • depcllit. . 

Then, wlien that theck f"!'8 IU'OUod tbs Cll'eult ud -Into 1116 
Federal a-rve bank aod 1t ia tharaed to our aocoont. It deJ)!etes 1116 
0o"Yemment'8 bolance, with the reaeral :a-rve ~. and ~ iD 
tum we i•ue gold cert•ficalel agauiBt that gold, and reee1 .. a arecbt for 

the gold aertlllcatM with the Federal Beetet-ve bulb, ~ repleD. 

ilhiDg our aacount. . 
Mr. F. C. S•rm· And yo<1 pay tor the gold :w•th gold eerti&eatoel 
Under See~tary Ba.z. Tbe gold pays for •taell, •t 11 money; it;. 

juet an exchange of one form of money for anothu. 
Mr. F. a 5M:mL What does the law say on thatt Seotioo 8 of 1116 

Federal a-rveActof I~ reads: 
WJlb tJM appronJ of the Prt«<dtt1t, the S«ftta17 ot tbt 'treuuq _,. JGr'tbla 

told ln a.a}' amount at bOIM or abi'Oid, wtth an1 dt~ Obli,PltODit C'OtJl. or 

eurl"((ncy ot tho Uolted St1UH, Butborlu"CJ bylaw. 

That is what the In· preecribeo you shall use to pay for this gold. 

Wbatdo rou liBel 
Under Secrttary Ba.a. We use a Government check whlclh is paJ· 

able in any coin or eur~cy. Anybody can p.-ut that cheek to tht 

Treasu~r of the United States or a Federal Rteerve bank and he can 
l!6t ~ncy or silver coin. 

~(r. F. C. SxrrH. That is quite tnigmatic. I am just wondering, it 
the 006tof this gold ~Rteted anywheie on the boob of the Treaauryl 

Does it enter into th& debt f 
Under Secretary Bw. The gold does not enter into the debt. I~ 

Wltera into the monetary, system and is abown on tho daily statement 
eYery dsy. 

Mr. F. C. SKn'JL Wtll, it does ~lve itself into tru., that you pay 
for it with • gold oerti6cate. 

Under Seel't\tnry Bw. We get a credit for the l!'?ld cortlflcate that 

"'" i8SIIo to t he Federal Reserve bank, whith is backed by the gold. 

Mr. F . a SlflTlL But in the end, tl11t is all that the United StatAit 
Treasury gives out for this gold, is that true or uotl u .. it anythinf 

elee to abow that it paid for this gold except the gold oertillcatesf 

. Under Soo"'tary Br.u. That is all that we have to obow but the 

I,DIJ)?rtsr of gold has • bank credit to show or bank depoeit to show 
for1l , 

Mr. F. C. Sllm'lt. But you have Itt up a de~t in th& banbl 

Under Seereta.ry Bw. That is right; tt inc...._ the depoeitt. 
Gold earmarked m favor of a foreign go>'llmment doea not of cou..-. 
enttr our monetary U~Um. 

1 

Mr. F. 0. s..m.. But you printed tho gold oertificate, 10 you paid 
for the gold with fiat, did you not! 

Under See~tary Bw. No; a gold oertillcate ~ by gold is D11t 
8ate~ey, if I understaud the world "l!t.t." 

' 
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'Hr. F. c. s-. Bat ,.,. ......... told! po: I t '= IIICl 
now 1'!" IlK up a ~tiD the t.inlring .,._of W. tll\0001 

Under SecretarY Bou.. I n faat. Uiat ia wt..l .,... dGae, 7"11 -
~ tilt gold lor a clepoelt iD t.h. baak. 

Mr F.C.S"xrm. Wboe.....,•nplthe!JOldl 'ThafanlpwbH p• 
the ~ in, aod tbe ~ l8iuod a gold oertiAeete and -t ll to 
tho F ederal ~bank,. which In tunuotup anedit iii-IDIDII>or 
bank in fa•or of the foretpr who eold tbs gold to the Tnalury. It 
not that the t.etl It -IJI•on to the foref10 ID6rdlut., or the b­
<ign toiHr ofthe sold; that. II the ... y .. ~ o~l 

Under 8ecmtary B&L. Let ,. •Y th& Cl-. Natioeaf Balik~ 
the gold from .~. Now, they own tbs pd, aod tbeJ sell it to 'ill. 
Treasury and we give them either currency or • theck and that ia the 

payment for it. u some foreign bank importa it., u- they got a cndit on the boob 

of the Ch- &ilk which ia their payment. 
Mr. F. 0. !bm'B. When you - CllllTenOJ that II a tempooary 

prop<l'lition until you get the tran.Woo adjaated, until 1011 mab your 

eo.ooled gold certiflcite deposit, and then yoUr aheck transaotitnl ia 
cancelled out. It ia through tha gold certiliCate that the credit in the 

bank is sot up. 
Under See~tary Ba.a. That replenishes our account aod in fad the 

gold bas paid for it.elf. 
Mr. F. C. S~~m~~. Would you eay1 "Hr. SeeMary, that the United 

States Oo\'8I'DIIlent is carryina tha coet of thia gold I 
8ecrelary M~.uu; If you mean, are we carrylnc it on our 

books at C08t,_yes; ~there ia DO coot to ca.rry it. 
Mr. F. C. Sxrr:o. Somebody pa'd for it, who is paying for itt 
Secretary MoBGZHTB•o. Mi. Bell tried awfully liard to explain it. 
Mr. F. 0. S>m'B. Let 11.1 get right down to the faet& An not the 

bank dopoeiton of the United States carrying the 006t oft be 8"1d I 
~tory MORCIICITIL&u. If you bad asked ua that (!uesbOO in the 

firet place we could have an&wered it, and the anawer ii "No." 
Mr. F. 0. SlflTII. 'the bank dopoa>tore are not carrying the ooet of 

this gold I • 
5eeretar:Y MO&dllml.t.u. No. 
Mr. F. C. SJmB. In Bcleton, Mr. Secretary, you made a speech in 

wbieb you wd: 
OUr eeonotn7 toda1 rtermbJM 10 overloaded. ttMm boUer. Tbe ere under tbt 

bOUer lo betor It<! b7 mlWODI ot adclll.looal pul'dWdnC power In lilt lwlclo of lilt 

pobUe. Tbo an 1a """.,. bc«or allcl 1a -tine.,.,.,...,. l.lloll .... bOIMr 

- so!el7 bol4. 
I am wondering i f h;t :your speech in Bcleton you were thinking about 

U>e Sl~,ooo,ooo,ooo of gold-end it deposita in tlie banb •• being • part, 
and perhapa a very material part of the highly inll&mmable fuel under 

the inllation kettle I 
Seeretary'H-..u. No; I w'"oot. 
Mr. F. 0. Sxrnr. You were not. I 
Secretary MOIIOIINnrA'D'. No, eir. • 
Mr. F. c. SK1'111. Do you not think thai thiJae gold-c~t depoe1ta 

sot up by tbs banb are inflationar:J' I 

81411-41-pt. 11--1 
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8ecr<tar1 Ill--· The UIIOIIDt of gold whiela • . OOIIIiDc iDID 
thie COUDtJ;YilOW il the loWMt it ~ beeo ID ,_,.. ll le - Of ._ 

~r womee that we haYO to dotJ WJdl. 
Tlwe wu a ~ when there wu a. grea~ delll of eold --u., 

here. At tbia time it i1 ooe of the ~ "'?"'• . . 
Mr. F. 0. SJ<I'rB. That is beca!J8& there l8 Ieee gold COID!Jl« m t 

8eerotar1 MOIIGL'OYJUtJ, Tbat 18 becauae there 18 very little I'*' 

00~,..10. 8KmL So that provee that there is a. real pld problem! 

s.e'~ ~o. Naturally, nltudy It to .,. ,.....Chat it ie 

the beet method; •nd, 1111 I .-id thia mor11i~~ I do not bow of any 

1Jottu method and no ooo else baa su~ • better method. 

Mr. F . C. SwrrB. Mr. ~ry1 have not the Federal ~ 

authoritioa right olong oonBJdered the gold purcbaMa u o&ll8ln( In· 

ftation.ry deposita in the ban~ system I They ba.vo referred 14 

thil matter numerous tim.,. in their bnlletint and publie.tioos. 

Secretuy M_.......o. Well, you can uk l\lr. Eccles about tbot 

Monday. l am aure that be wOuld be glad to answer it.. 

Mr. F. C. Sxl'Til. Thia bill hM a provision u follows: 

~ prflltM'6 the nl\W ot tbe :a.atJonal CUJ'I'eUt7 aplnM tba eonleqotii(W ot 

pri<'O llllall011. 

Now, that includes all eurr~ncies, doos itt , 

Secretary i\l<.oz.''TIU o. y M. 

Mr. F. C. SvrrlL Does thnt include eo-called j!(>ld ~rtiflcafoal 

Seeretaey MOIIOIIl<T'IIAO. There are no gold oortifieate8 in circul•· 

tion Doctor. 
Mr. F. C. S>nru. That is tn•c, but the Federal Reeerve Ac:t dethw 

thoae ao-called gold certificatoa as United States currency; it specift. 

col))' definee them as such. 
Soeretsey l\fOil(ltlNTtiAtJ, But thoro ore nono in ciroulatJon, flO they 

are not a problem. 
1\fr. F. 0. S><rm. But neverthel'!!l8. it is written into the law, thal 

it is a United Sts~ eurrenoy. What I am gotting at is this: Yoo 

are noommending a bill here to control prioes, and I am just woo· 

dsring whether this is going ro atrect ultimately the value of the 

go!~. Are you oontrol!Ing gold prices, that is the quoation I am 

&sking you! 
Soonitu,l' MoROJlNTBAo. I do not undnrttnnd the question. 

Mr. f. 0 .. Slm'll. I;t not gold supJl'*d ro .,. the stsr.dard, the 

m~urm~ stick1 and IS not all other currency supJl'*d to paso at 

panty Wl!.b golu I 
SeCretarv MOIOZll"mAO. I just do not undenrtand your questi0111o 

Mr.~· d'.f?MlTir. I am merely llllking you, are you going to COI)trol 

gold pr1cos; •• that the purpoee of this bill t 
Seciet&r)' MoiiOltNTUAo. No. 

Mr. F. 0. S><rrn. Tb~n you ore ring to control the prioea as 

qu'!"ed m paper money; 11 that right 

Soc':"taey llfORoiiNTBAU. No; we are going to control nricel in terma 

of U111ted States currency. ..--

¥"· F. C. S>am. I include 1ilnr in that. 

Soeretary JlfoaozNTHAO. In dollaro. 

Mr. F . a S>OTU. But not gold t 
Seeretfol')' M'*>l!lmUo. In dollaro. • 

1011 

Mr. F.~ s-. N-, - aretiabdna tbie- in8al.ion, uc1 I 

am woodrring, Mr. Secreiary, what would happen II the imm- plk 

of gold '""'r-iDed ucl pat booek iDto clreulatioa; I am.....,.. 
wbOtber you would .-d Ul3' pl!ioe oontroL 

Secn1ar7 ~o. l _..,...,., Docc.or,I juatdo -~ 

your question. 
Mr. F. C. SJID'il. I.ao!ring_ b&ck ro biatoey what hu been the -

thing whloh the world~ ~t.ly bad to ~1 apcm to do away witJ1 

tho many, many po.per 1nftat10118 that hava t.abn ~ ill the puc. I 

.ttu it not heon the ooinillg of gold and puttioc. it in!D free circulatioG t 

Socretfol')' MCla081M'BAO. If you - that by &imply eoinU!jz cold 
and having ,freAl circulation ot gold we would oontrol inftation, 1 can· 

not ~ wtth you. 
Mr. F. (/. 8Jm!IJ. If you do not agree with me, I will aslr eaveral 

more questiona t.n7"ay. 
If our J*>Plo were threatoood with doatructloo by - terrible 

visiting d•ee...., such u small,POx or the bla.clt deatb~aod our Oonrn. 

ment liad the cure for the clilea8e whloh wu a · ua locbd in 

vaults, •nd refu811d to let our people - it, what WGUkl dlootgbt of 

web olllciab f ,,. 

Secretary .M~o. You do not upect 1111 to alilwer that, do 

you! 
Mr. F. C. Slltti'B. Yoe, I do; beeawJo this is a V~Jisarioua qllestlon. 

It is my judgment that oar lWiori II oow threatenoa wita deliruction 

by inllahoo, !Uld the otllclall ot..-·Gonromeat hold locked in tbe 

~
vaulta l.ho ,_jy a W.Midr..,..... That modiciM ia not 

a po. • ' aDd Ia a that I malrinfe.-., .. hiltoey 

god, so~:"J lllle~ao morely the 'Jmplomt, but it;. a 

real care~ ...U. Yot Olll' ~ 6iale refuae 

ro Itt..,., ..... ban dlle =e•ve u-*-the maomic 
and eoclal.fllla,._., that b . 

You, of..,......,wouldDGt~ tW~wwldyD~tl 

Secretaey .Mo.omn-uAo. J ioatcl rather not -t 011 it, If you 

do not mind. . 

lllr. F. C. 8ltf1TR. Mr. Secr..,.d.!t ne~e~ want to thaolt you, 

.nd I do not want you ro take It 1 han tried to em......_ you. 
Thil io a v...,. eerious qu.-n, and the I'MilOtl tbat l feel like I do 

about it is bei:auee l think tllr'aold is the by to the aolution of the 

problem of inftation. I think t!ieca!d prohibition law io what is <M­

atroying this N•tion, and driYiac ._..., didatol'lhip. It is onlv fOt' 

that reftSOn that I rel•u-~en., ad I hope the day will c.­
when the Treasury .M .ar...-c6i1Ja will- the need for putting 

the gold into uao~ 
Mr. Mono'IQIII llov IIIII hie tllllt I want ro take jutt a few 

minulftl ro tlrit • the-bang·up job you are dq~ in 

tielling thtse def bond& ~oa are doing a ,I!1'0&t mercbaMian'f 

job, and I heli&V'8 with the radio~ and other on.....,n..., .bC 
as the Treasury Bond Roll*' ill N-TOll!, in Rockelelltr Center, and 

the one you ran down *-'it. ill!"iDC to .._, Gl awful lot in eetab­

lislling a policy that itlstead.of high ,._..ring your m~rcbandieo, you 

are mircliandioing it and putting that th~ a.,._ in l!I'Mt ehape. 

I think the moat important tlimg that hu com..oat of your ~. 

mony today hu boon your statement that yo11ifelt tba porliapo 8 per· 
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cent on inv..n..d capital should be the ceiling on praftta from ind11ttry, 

on inveeted C*pital , 

Now, the hour is 80 late J do~ w~t to!>""' you with. ampllfyag 

that, or trying to !ollow 1t oft' ,mto 118 u)timata conchmoo, but thi 

point tht.U tli•nk is 80 enoouragmg «!me.'" an .adequal!l ex.-. profit. 

tu is one of the keystones in bl0cki!'8: mftation. High prol!ts en· 

oourag~~lnbor to seek 'higher wages, and 1f labor dON not.leell: incrtaaed 
wages it leads to increl!Bed wages any~o.w bect.uso th. e ,Profit is the~ 

t.nd it causes Oo<ermneotooetA on murutiona to go UP. bigber, and tht.t 

is tho thing thai price coilingw can .n~~r touch oxcoptlllg as to the my 

basic ittms thfttJ:t'O mto t.h(Mlle mumt1one. 
Titers! ore, I tJiink that your etatement gives us t. n1le of thumb, and 

I tbinlc the Cougr<M ond the committee •hould take that as it -

given. I menn we cannot expect you to outline in a few words a tu 

bill, but ,..e can take that 6 peroent as a rule of tJnm>b, and then abo<e 

tbt.t we have the ex.- prollta and a tu, u I got it, tht.t would tab 

all above tho e percent figure, that ie g6111'1'111ly spet.lring. 

Socretuy H~1'>uu. I mad& a sweeping Statement, and you 

have it, ltfr. Con~an; you unduatand what I m..n. 

Mr. MomoNIJY, It is a ceiling o! about 6 peroent earning on in· 

-ed eapital· isthat rightf 
Secretary ~~OIIGE>o'T11AU. It is something that I thought we oould 

shoot for and hope to f,et. 
Mr. Mo,.'liOJ<r:t. Tins 6 percent, it is too late to get it in this year\! 

tax bill ; "" ha<e already ~ that. · 
Secretary MOJI()ENTIIAU. The bill is paseed, bot we started last !all, 

or last July and Juno, advocating what we tho~~ght was a etrong 

ueoss·profits bill. We prestnted our position, and we can only oome 

before Congma and oxplain how the Tret~ury feels. I repealed the 

11mB explanation, bringing it up to date. In fact, the 81tuat ion is 

80 much more aerJOUS oDd so much more aggravated that we feel the 

n&&d for a strong e>«>ees-profita bill is mani times greater now !han it 

"'"" 12 montJ•s •R<>· 
I simplv feel thAt in this tremendous rearmament program which 

we .are going l~rough, that in order to make all the ptOple !eel the 

sonousn~ of1t and make everybody feel that he is mt.kmg his fair 

contnbutlon, tl1e tax is n&eded. As I said this morning, the eoldier 

and the sailor who has given up bis home and bia lile and his busimol 

for a d~llnr n dny, whnt he is doin11 is not out of proportion to what 

the buSinessman woul~ be doing if"the tax on.e~ooesive pro6~ is im· 

"""""·· I !eel. the busll>ft!SIIlan ought to be willutg in tb- timea to 

be satisfied w1Lh t.he. ne~ry e~ceptions in the mt.-t of justico, 

to 6 ~reent on !ns mvested cap>tal. I think ae time goes on and 

we re&lite !]leeenousne. of the Ottuation with this tremendous volume 

ol expend1turee, that eomething appro!.ching that will have to ba 

atW.mpted. 
Mr. Mono....,.. Th" ])!lint that I am tryin,tt to mt.ke is thAt tiJ;oe is 

of the _,nee of tJus thing. If we wait until next year's tax bill to 

pu'. 1n t~ls rule of thumb of 6 percent ooil.ing, then - will not begin 

talnng 1t out of the ~pendin,tt cbannols unilll&rcb 16
1 
~. 

. Seeretary MOIIOI!N'I'JJAU. ?.rr. Monroney, I can only bring a sugP.­

IIon of that nature to tbe attention of the committee, and the rest is 

up to the Congress. W e could hat"e two tax billa in the ltlll6 year; 

10'17 

there is IIClthiq OD U..llatu• or in U.. ec-itatioo that woald bep 

us !rom having wo biiiL A. a matter of fact, in lha not too dietarit 

future we are starting aootber tax bill, the main purpcllt of wblcb 

;. co --a oumbei of technical defect~ in the law. But then ;. 

nothing in the Constitution to eay that i1 eomebody wanted to in~ 

duce another exc.e-pro618-tax bill that it could not he done. 

,Mr. MolfiONET, It loob to me lik;e neither this p,_,t tax bill, aod 

w1U1 all due reerd to your 8U~one, made J.aat year and this 'f'iU 

that you ''."' ~ill !'ot ge~ ll the exceas profits t,bat are going ~ 

work on this tnllat.iont.ry epti'al. 

Secretary M~u. ~ tbi.nk it is a very fair criticimt. 

~II·. MoNooNm. I thmk your su~tion was that you would not 

take more U..n 65 peroent ex.,.,..pi'cflt.a tax on OXCieOS eaminp of 

about 30 percent· w;aa that not abool~ rigbtt 

M~. BLO!IGH· ~ dtd not say anytb1ng about our suggestion in my 

~reVIOU$ Wsc:use1on. We hAd, howe\•er, a suggestion presented to the 

Congreea wbicb would ha\~ gone up to 65 peroenL 

Mr. MoNaoNeY. That is abOve 30 peroontt 

Mr. BLOuou. Yes, sir. 
~fr. Mo><mJO!ET. 'The point i• that there is a....,. b&U on tbi.s. La 

ua to~· the Sllllation of tho man with an important oo..,.,mont 

mu.nitions .eootract-for instance, .we will say landing gt<or for air· 

plan-w1th a pat011t protected nght. and now in oriler to iDcreue 

l1.ia profits he has to multiply ,the COtlt to the Gov~~t by several 

limes because you are 111phonmg out a part of h11 mcome with the 

excem-profit.a !"<· . You are not putting a ~ing on it. and so indlll­

try naturally ,. go•ng for more t.nd mora profits, !0 that their spread 

or what tJ1ey wUI have left, will be greater, and I do not think thol 

you .are &\W going to get at the inlliitionery evil of. ex...,. profits by 

leavmg open at the top tboee ucee. profit& I tbink thu you are 

going to have to have a oeiling on them, such .. the secretary 

u~lained. 
Secretary MORO,.,."''luu. I tbi.nk that your criticiam is a ,·ery fair 

on!', ~nd all I con say is that. we stu~y this thing daily, and we are 

~ngmg to tbe atW>tion of this comm>ttee., t.nd t.nYbodY elso who will 

hsten 10 us, what the d&nj!V8 are, and what tba 'treasury would like 

to 800 done to correct il 
l!r. MoN110xwr. I want to thank you for your tim& and youo 

teotlmony. 
Sooretary MORGm.THAU. Thank you very much. 

Mr. KUNJU:L, You quoted the President of tbe United Statee in 

aying that today we stand u we did in tha closin,tt montha of lil6, 

at the beginninK of an upward sweep of tl1e who16 price ttrnotu.re. 

1'hat is on the firet f"Ct of your pre1>ared statemen'- and you quoted 

the President there 
Secretary MOitOII!<TRAO. Yea, sir. 
Mr. KO'NI!Jll. Do you find that statemeu~ strictly aoouratet 

Secretary MOOJaL,"I'IUU. Do you mind i1 I uk you whAt you moab 

U1ere f I really do not undel'lltand what you met.n, and I am not 

tr~ing to 81>or with you. 
. Mr. KuNUL. I do not think that at that time we were at 1M bejrin· 

nmg of an upward neep, I think that we were well along in an 

upward sweep. 
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8ec:nw7 ~v. Ilia.,. sried no& to -a.._. todaJ, '-

1.,.-&bat I omJIOinll to hr.ft to. 
lfr. lttnrUL U you will look ~ Mr. HeDderal .. aiiR1II U. .. 
_.ted to tiUa C)(llllllli«M, I tbink thl& yea 1lill .,._ • .... 

firoetion of it. , 
Secretary M_...nuv. All r~ght; I haoemy chart OO'IJ, WOOII4 

,.oa mind if I brought thit onr to you t 
Mr. KVII'ur. Not at all, air. . 

Sec~ M.,.ou•nuv. Tb• are the whoi.U. P"'*• and you .. 

the bo4linrung of 1915. 'd . ·~~ ... . 
Mr. 'KV!<I<IL. But tod111 •• ~nd, aa.., di tn ..,. ?.,.UII month& 

of 1916, at the beginninF, t.hat It what you say. I think that today 

we are well past the beginuwg. b 
Secretary Mo.otliYJUv, I 81!6 " at you mo&D. 
)ir. Kvi<DL I think that Mr. llender&on'a ehatW clearly lbow 

that. ~~'-'· th thin b . 
Secretary M(lll(JdTBAv. I uwl& e g u gone up 1101116 lllDef 

the Pl'eaident's talk. 
Mr. KvNill'L. I mean at the time be talked we had alnady bt.d a 

.,botantial prioe rile. 
)lr. III:I<DIMOlf. That it correct, Mr. :Kunkel, bot that ..... rather 

eelecth·e, and at the time of which tho Proilidont W1'0te there waa ori­

ciMoo i)\ practically every group that wae not under control of an 

upward prioe riae. ~_, • , ·~~ . ~-• 
Mr. KV~<DL What I om uonng a.t ta ..,..t we ";"8 ~ ata._. 

a little bit late on this bill, and Mpecl&J1y the C:ODJI!Cieft.tion DY Co.­

..-. It ..-as not requested until 2 months ago, and now we an 

~ in for criticism becauoe we are not turning it out fut enough, 

and it 11t a very complioated bill. 
My nut quootion is along the 8&1DO line, Mr. Secretary, that tha 

prooont tu bill we all agree ie not t.dequate, either from tlio re­

otandpoint or from the otandpoint of cutting the p..-nt pa~ 

power; it that not correett 
Secretary MOIOOZin'IUo. I think t.bst that io -t. 
Mr. KVI<Jm. So do you not tbink that we o~t to (Ill atarted .... 

no• bill, a now tax bill t Of cour&e, it is not thia oemmJ"""'• ~ 
but wbather it it tbio year or n&xt year, tbio i.a rather along tho linet 

that Mr. Monroney waa ~ to you. If we are 8'!1lll to lOt 

af~ this 8 ~t, wh.Y. w.Utf We !eat $8,000,000 per day on iho 
ez0110 taxoa this year; did ,.. nett 

Secretary lll-...•wv. U I could anawer it tbio way, It may not 

latiafy you, but if the Wap and Meane Oommitt.e want. to tab up 

another tax bill, •e would be deliRhted. 
llr. K1JlfDI. I think if you aile them they would, ud of (lOU1'II 

0... 8&ille Membtra of Con~ will be bare nut ,.a1' aa Ibis JMF1 

because there is no election tbio l!ar. 
~ Moaoalmu.o. May I will get up tho eou,.. and uk 

Mr. lttll<DL. Now, how do you arrive at tbio &.percent ftaalet 

'YJ>y should it n~t be 4, or 8, or 10, or il it juat a rough figure that you 
piebd out of thin air t 
~ .Mc.amhBAtl. No; I han been thinkll:f about tbio for a 

long tllll&, and I felt t.bst 6 pol'OO)nt, if a man coui get e peroent-ao 

' 

fll ---r.oc--Mioo .., -
bia in....ud Cllllital...., ill *- .._lliapiJ M ia rq- ,.... 

-a) opinlall ... tM& ........ a Wr--. . 
llr. KVIIUL. It DeCIIUrily wonld haft to be • punly ..W..., 

fic!!re; would!& DGt.t 
Secretar1 M ,_,, n..& II...._ 
Mr K,..._ Now, tM - tbJDa thai t....w.- ia tWa ia &be& il 

d- ~allow for die~ of iUio: whim inar1 w or.,._ iD 

oertain linel of .bOb-1111i1111& 
Secretary M-tBAV. Mr. eon.r-an, I ......... wkll ~ 

you can B!t into thla whole qiMI.IOa of riUa, Ud you p inlo tba 

qUHiion of aalarjea, ~ ~ and amortilrat!OD, &liil it woald 

oomplloato our dJ~C-.>n.. l thiDI< tha~ you heard Mr. Blouab di­

IICll'lbe the tax bill under Woodrow Wilton. It io a bipl:r taChnioal 

chi)lf. lt'l7tfDL I allOio«iaa for uking thai q.-iao, "-- it hat 

been ComJ)Iately coyerecf before. It il repetitioo, and I ehould DOl 

have aakeCI that quflltioa. 
Mr • .MonoiU\'. :aipt there, for tba p~ of tho ~ I lhiDk 

what tho 8ec:N&ry- ia te tab eft.rjthinc, -~-8-" 

and not just 66 percent of the - earninp, but I •e aD of 1M 

earninglabcrre 6 pei'C6Dt u a rule of thumb. 

SecriUry .M•• •ouv. That ia ri&f>t. 
Mr. Moi<IONU. I wanted to be clear on that point. 
Mr. KtiiCUL. Do yon believe that in curtailing credit, do you be­

Jieft creditebonld be enriailed on Go-.,.,...,.....~ 

loanlnl{ agoneiel, before It ia eurtailed on pri...te louling 81'"" ciM 

and pnvate busin• concerns with regard to iDitallment pnrchUMt 

SeCretaJ1' llooooaMTB.lV. I think it 'lfOU)d be well to becfu the P""" 

tioe under OovemJ~~o~Dt ~lint. 
Mr. K'O'Nu:r. Tbanltyou, air. 
Tb& CJJAI.lOlA)I. What wu y011r answ6r, pi-, sir! 
Secretary )f--nuv. I think it "oald be will to pncti<e CD tba 

Oovammont agenciM lint. 
Mr. Kt11<Jm. Praetica make& perfect. 
The Cau:uulr, The 0o-r111'111Dent ~OiM stand in a d!JftreDt cate­

gory than normal financial institutions, they deal with m-OCD 

ditaons. 
Secretary Mo~~GDT~Uo. What J ht.d in mind, Mr. Chairman, waa 

thla: In the cue of F. H. A., through adnriniolrati,.. rulingll, ,... 

could change th& amount of money that a man hu to put down for 

hit hoUIO. 
The en... ...... ,.. That ia koe, but if rou deal with tba matter di­

roetly nuder tho inatallment re«uuation that will tab cue of It....,. 

mltioaUy and th& F. H. A. would elmply continue to inlure appoowed 

inatitutiona aa they do now'ii should tbink. . . 

Secretary ~u. think that you a~ moot.lib;lr rightz 
Mr. RoLru. I wonder, if Mr. Secretary will bMr wttb ,. )UIIt • 

minute wbi.l& I aak 10106 oorreetiona be m&de in the record of )'tiler~ 

da,r_t 
The (huWU!f. Mr. Hendenon Mr. Rolph hu a QMiiioo. 

Let me su~ that you let that correotion ~.at the end of tM 

.day'a hearing. I think it will read better to let thls othar oome GOD· 

aeculbeq, 
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Mr. P•nu•. r. not. Mr. Bendeaniah-eon ~~ ~io~l!f 
1be Cs•nv•w. Yea; let ld fi n wr tbt 

~i, .... n, I bo.vo a tel"'l""m here ~ people iJ! 8,n ~ ...... 
the Califomia Consumers LeagUO, agaweL 'l'Y~'"i pr"*'' COOl· 

znendina ...,... vtry bi.ahly for ~ ·~· lD Boston, aDd untom.. 
naLely nrJ Dot bear tliupoech m Boston, ~ I woncl.r if I may ba._ 

"oot>Y of !haL because I would be very much mloel8tod. 

Thank you very much. d 'k .... · 
Now !here ;.lust one question that I 'If~ It e to -. m 00"!'80' 

tion wlth th;. bill and naturally we are 801111! to \>0 ubd qllfiiiDoolol 
over in the House when thiB bill is up for ~n aod your ~ 

ared ata.tement will no doubt be tho subJect of t. very thorough 

J:,~tion and I think !bet "'" ough~ to be as well ~ed. on it 
aa poeeable and I am soing to ask ~ tf yoo woul~ not m;wa a 

minute. or so/ivo me a 1011. of a bnof llll8Wor to thio part o your 
statement, an iL oppenrs on page 8 nnd I quote: 

Tb.lt 11 wbo< tJ>o Ooa~ •• bel"" llJicfd to do ,_,, ,._,. ot tala bill 

woukl be one •d41tto:oal •ep forward lD tbe war apla& lDAadoar. tM wu oa. v. 
boall troot. tbe war lbat auUfl be fOUibt a.Dd ,roo lt we .,.. to or.ene ou 

Amerteao herltacc. 
Now what art, briefty, tho forooa on tho other aide that we are COOl· 

bating 
1
in this warf 

SeCretary liOttO•NTU•u. Well, you eannot. buy anything today, 

whether it is clothing, or any food, or you want to rent a bouoe, thAt 

you do not. havolo pay a great dul more money. 
Now, thcoe ....,.uecl wlii~llar workers, and Government workert, 

there is not much that they can do about it but if coOit of li•ing goet 

up as much as it did 2~ years ago they would bal'6 to buy 1- lood, 

lo~r their standards of living2 be able to pay le8s doetors' bills, bu7 

less medicint two famili,. somg into ooe bouse the way !My dill, 

people lived ~ore in Washington, women elerks, four and six womt'll 

in a room, and there wne a terrific epidemie, I b<llievo, all through tht 

Distriet. People may lose onn6denoe in their Government ; they boo 

como ~U~reptible to ndiea.l approach and tbe will to win may be im· 

paired. 
Mr. RoLI'U. Profiteering, you monn. 
Soeretory Moaom.'Tn•u.-Yes; profiteering. I do not know •ny better 

way to undermine the morale and bappi.- aod hee.lth of the peoplo 

than to han this terrilie prioe inflation which-with ensuing .OIIapot 
which must follow, and In tho years of tragedy, people out of worl<, 

people losing their homes. 
Mr. RoLPH. I think !hot that is more to be feared than !bet in......., 

m,self. 
Secretary MOBom."l''tAU, I t would go up quickly but it may c:<l<M 

down twioe aa fast as it goes up &nd that ia the thing that I ..., tbat 

.... hal'e to fight. 
Mr. ~loLl's. Thank you wry much and I appreciate it. 
l\fr. BABllT, I had )ust a few questions that I wanted to ask tba 

~tory but in yiew of tho latorlfBS of the hour, I will hope to 8IJ6 

him and talk to hun some other time. 
Mr. Dawn. I am going to aalt the Secretary if be wiU be JdDd 

enough to have introdiu:cd in the record tho issue date and ~naturity 

1031 

date of tho &ve Liberty Loans during the last war1 and their hiab 

price and !heir low J>ri~ between the yeare 1918 ana 1822. 
I only ask !bet Wlth th;. lho'!4bt in mind that u- aavinp Clfltifl. 

cates may create a demand liability !bet would fall on 01lattr oo, 

after tJtie emer:geney ie over, and our debt baa grown, and there ia a 
l!imilar range in the value of Government 110euriti,. !bet txilltod in 

the period that I bav~ asked. 
That ill allllfr. Cbamnan. 
Under Secretary Bou. We shall be glad to do that. 
Tba CHAlllllAl<. Mr. SeCretary, on benalf of tJ10 oommittte, I want 

to thank you for yoor wry able and e.ndid upreaioruo, and it baa been 

\'ery helpful and inlormative. 
Mr. UoLPH. If you will give me just a minue, I lt&ve a eorroetion 

that I would like to make in the record. It is on page 900 of tba 

bearinj!l yesterday. There was an editorial from the San Fnnciaoo 

Bulletm that was omitted, and I would like to have that put in, if I 

may· and on page 9061 in answering a qutotionl..I should -~:t,\0\l 

not. Mtablish a waste t 1 and tho record haa it ".uo you not · a 

base "'aj!e f" Do you remember that qllflltioo, Mr. R ende.-I 

And ineo on P"ll" 916 in answering a q~on by ~lr. Henderson, 

which} quote: 
Be 11 a,.Wt lb:ln1 a prle!t on what b• I• lflllna, but be 11 lu favor of 611o& I 

prx. .. U7lhl•• tbot be """' 
iltr. JIAluoa. No: lhllo 11 tbo Olllto"'la Pa~ Oocpofatlooo, 1110 Ia._-

ot canned toodl: •1'1111 eu.oed "t~tablet to the wort4: 

Well, now, tht.t should be "eanned fruit. and eannod V\ll!Otables" 

and not. "canDed fooda and canned vegetabloa," bee&- the OOifornia 

Paclring Corpontica il DOt by any meaot, I do DOC. think, the largeac. 

P'leker of o8nod foods, but they were DOt uking for any ~. or 

they were not opposing any ceiling on anytb.i.ng bUt ct.nned flab, iDd I 

want that very definitely atated that. . 
The letter tiean it CNt, and it 10 Ita~ and I want to ltata dtJ!oitely 

that th~y were .not asking for anyth~ except canned flab. , 
Tho CBAD>UJ<, We will.-until 10 o'clock tomorrow mom mg. 
(Thereupon, at 6: 80 p. m., an adjournment was taken, to reconvene 

the following morning, &ptembtr2.!5, 1941, at 10 a.m.) . 

X 
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Coi'I!!M!nte on Secre t&a'• Sttt••nt ~ J!!2D lJ&! 

Com~ittee gn Wedneadex . Stpttm)tr ?4th 

BenJ•mln S\oin~r. Philadelphia , Pa . All fair minded Americana - and 
\bo\ !1 the great majority of our ci tl•eno- •&roe vith you. The Y!ciouo 
circle o! profl\eering end wage rio!ng •uot otop. The m1111ono of 
c1Lhens of our enaed force• t~ re m~~king their u.crificea. Let ue in 
1ndumtry ~d com~erce make our •~cr1!1ce. Tbst will r~iee the mor8le 
not only here but throughout tho world tow~rdo A apee~y victcry ov~r the 
torcta of darkneea . 

Henry L. llunn , llaah!ngton, D.C. You are obooluttly r1«bt. Let ua bo-u 
~ •orator1um on exceeeive prof1ta for the duf3tion. B1g profita do not 
10 well with blood, aveat and teart . 

Joseph D. Goodean, Philadelphia, Pa. 1 rerd that you are 8g$lD advoc•t­
IO& your pet Faecht1c plan to Halt corporH1on ••mingo to 6~ on 1o­
veated capit~l. Ths t ~ould cean Coca ColA, for inatance, eould e~rn 
•bout 60 eente a oharo . On tl-.&t buh, vill you tell uo what earthly 
reaaon vould exist for the Coca Cole Company t o increase its IAles, 
building additional planh, J>rO"T ido Slplo)'l'Ont for ""llY people, ud 
bring Ito product within reach of .oro people! (Other exompleo given.) 
Tbe oropoael you suggest is tyoic~l o! the m~ny Fsecietie , es vell 3 1 
Co""'unlotic propoeols lll8de conUnll!llly In recent yearo by the liew Deal. 
You ove ~n ~pology to ~me ri ce for your l~teet outbur1t . Your oroposel 
~ou1d vipo out the middle elaeeea , ceueo 8 panic , •nd poaai bly clvil war. 
I a tbot wb•t you ore trying to do! 

Allit~on We .-ley, Grenhrood.. N. J. The Socret8ry 1 a id.ea of a ce111DG on 
pricea end protita coce$ none too 1000. !hoae ee la r1ed folk! like me 
~ho pre goicg to v tthout a winter co3t l n order to pey their t~ea deed 
.19m encourece~eent Il l well aa bolp o! 1 llOre eubatentl•l ae.ture . B HYO, 
Mr. Secretary. See that your idea lt trantleted i::ato actioA. I vr-ite 
t o :tou rather tbNl to ~~ Nev Jer eey Congreac~en ~ec.euse they aren't 
1nttreated in ce. 

Aueu" l!rody. 11. Y. c. 1 wao diouyed to read obout All abo ... sf. 
bo1cg toxed 1~~. This 1• not feir . Kany corporat1 · no e• rned ~re 
before tb1a •~•rgeney , end their otocko oold •ecordingly. If tblo 
coeo tb.ro~, tha .. otocka will drop eonoldorebly, wlth little ! neoN 
for \be otcckholdera . Thare are let a o! tlll8ll holder• who In their 
older Age . liko !ftY&elf , h~vc te-ved tt fev 4oll&re . 'Jhere do ... e ecce 
orr . ~· well •• othe rol 

Hr rry Y. . Leet, N. Y. c. MBy I expres~ my V8 rm lPPrec1Pt1on Bnd a1ncere 
~dnir•t1on for the way i n which yo~ hpve t~ckled the preble~ ot var 
~rofita I So~e dr~stie ~etion waa long overdue. rnd your position ~• 
t o 8 6~ return on 1nveot•d cep1t•l ia ~uitt correct, 1 believe. 
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~ . £ . Allton, Philadelphia, Pa. I han Ju.o t road your ,..,..rl:s in the 
aornlnc P*P•r in oppoe1t1on to a ce111nc o•er v~c••· aa well aa e•err­
thl~ elte. To keep on tax1D« pro! lte &nd *llov WAC•• to lnertaae 
continually doe• not make eenee or Ju•tlce. Tour remark About l~bor 
ln free count rle e la not property and ahoutd cot be treated ae auch le 
•btUrd)y betide thO pOint, Lobor her• £etl ezoollent .!>07 And It treoto<f. 
l ike o pr ivileged elate . 

Rowton 0. Llsar e (Membe r New York Stock Exchange) , Chic&£o, Ill. I wao 
•mazed ond thockod by a etatement a ttribut ed to 70u toda7, t hat al l 
corpore tlon pro!lta should be limi ted to 6~ on inveoted capitol ond 
thAt sny 8xeeaa ~ould be taxed 1~. I h~•• not the words to expresa 
what I believe tbla vould do to the econo~ ot tbe country, to the 
aplrlt of our cltlzens vbo are engaged in b~tlneee , end to the vr~ckp.ge 
~t •~luet , thAt aueh a move ~~uld cauee. 1 • • a meaber of t he Rev York 
~tock ixcbange , end ae Alto ln the benk1~ butlne • •, but I ha~e alv•J• 
eoot ldered QYtel! a lev Des ler end h&Yt contittently Toted for Mr. Rooae•el t. 

0. B. Se rver, E. Orange, Nev Jer1ey. I ~ over the a llotted t hree acore 
71~ r1 ~4 teo: hftd s aoo, served in France in Vorld War (Yolanteered) . 
;.. he•dllne In II. f. JI"'P&r t odo.7: 01Corj~onthau 6\C Prorlt Limit - Ceiling 
on Prteee• "!21 2S ~"; both the rbo•e-mentioned were PAid S30 per 
month (mentio dt a grAndson who bAa volunteered tor Ar~ training now) , 
cany "' " meldog up to $15 per dey , f\nd. atrik\ta ge l or e . NoW' labor' a 
vogeo =uot not be t ouched, vhy! $500 ,000 co.mp• IBR ! undo neTer-to- be­
forgot.t.en gift t o re-elect F. D. R. from LAbor Unlona. Uon-eeaontie la 
\/ere t o be peeaed up for defenu, neither )'O\l, F.D.R. nor Congress cAn 

1pelt "£co no~• - l ees pr ectice it. 

Ko!ol r. Norton, N.Y. C. Aok 8ft7 mon in the Army vho ther he t hink• price­
fixing wi t hout !lxlftB l~bor coato It to lr. 

lt. A. Wotton , EvaDI, Stillman & Co,, II. T.C. (Kecboro N. f. Stock Exchonge 
It aeeat t o ge that 1~ vegea e~nnot be cont rolled ~~cauae of ~~n righto , 
th~t t he fa~ra' property can~ot be control led to r the ts£e iden\lc•l 
rtPton. In fact. tbe f armer bAa the e u·on«er poai tton. • • • The fact~ry 
vor ker ~~ put no mone)f int o the pl&n\ Wer& be work• . nor M• he An1 
re oponti~ l l lty for the upkeep of t ho olon~ . or for any or the ~~•• 
pl•co4 upon th• plen~. 

w.,, )l•~llollll•ll , II. Or&n&e , 11. J . You a re right. 6)t It olenty or prct1t 
on •Wtt.r ... Produc ta" - no a:~atter if lt 11 who•t, e&g•, bulleta , planet or 
thi pt . Alto he sure t hat Jlrltlln , via puppeU, 4o no~ buy up D. S. pro­
duct a ftnd then roaell . 

l:. Xurt , Atlon~ lc City , 11. J. The Alllerlean poopl o etpec~ aomo buolneto 
ftbl llty from the man that ~ndlea the peoplet' ~ney. One vondera where 
~ou vent t o schooll If you don't ~ut • ce111n~ on w~~•• ~nd fa rm ~roducts, 
you cAn ' t ~ut & eeill~ on other n roducta . Wi ll your aec ret arr glve you 
t hla or dote be hAnd you only t~e lntincert tl•t te rlng onea, sa t he t~th 
bu.rtal 
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1. ~. L. Pulnor, !ron1, N.Y.C. What will ha;ppon to tho Preoident •o 
P~n Amorican cood-wlll phllooopby If onl7 6~ of in~ooted capital 11 per­
CIHtld to rolt61D for otoekholderof Cu't you oeo that all ......,r1een 
alolOC compan.loo In tho Cofttral al\d South Americu countrloo aftd 1n 
Mexico will clcoe their miftoof. 

Tboodore ill iooft, B.Y. C. Thaftk you tor your declaratloft acaiftot control 
of vocoo -- particularly the ototement that 'lobor 1o not to be eon­
oiderod property•. It 1a Indeed a l1gbt1oc up of the road of the tuture. 
J.1Ay you ke ep the Y1aion you hAYe ahovn I 

• 
E. H. 3roodwoll , N.Y,C, I doft 1t ouppoot there•o tho ollghtoot chance 
of your oollftC thio, but vl ll you toll me vby In the 1\amO of Roa~on, 
If thoro lo a eolllftC on prieeo, vby not Oft l abor vacoof It thoro vao 
our &ft Acla1n1otrat1oft that vao apparOfttl;r pla;rint; politico for the 
Fonor and 14bor ~ote , ito t blo ofto. Vo are dl v1111ftC to J>&¥, but 
for Ood' o Sako, mke Labor do ito port - thftt oltuation 1o 1ntolle roblo 
en4 di~attnc to every real .A.alriean.. Alto, tr 70u want lneoc.ea to t u: . 
70u cuat ha•• eo~e buaineaa bealdea Detecae. 

Jobft A. Adamo, Pittoburch, 
6~ oft capital ift~ootmeftt. 
put !fttO Offoot , 

Pa. I V&O happy to loarft of your l deao or 
I belie~• it 1o a crand idoa and obould bo 

John Lunts, 3alt1more , Md. I f that (6~ pro fit) becomes a lav, Unolo Sam 
will have to oupport the omoll 1toekholder1 ao the !oard of Diroctora 
vote lore• oalarle l to their o!fleero, and v1ll aboorb all the profltl 
and the llttlo f allow will get ftothioc. Whet you ought to do 11 to curb 
ouch larso oolorloa t o otflcero. We Uttle otcckholdero want to lin tee. 

Rooolio Manioc, Prooidont, N. Y. Coftforoftco for Inal ienable Rlghto, N.Y.C. 
('lelecram) Accept our holll'tloot ecocratulat lono on)Our otato110nt on 
pol!e;r And roeo=--Ddatlon tor leg1ol at1on before Bouoo !ankloc on4 CurroftOJ' 
Co.,..i ttoo. Your oto11d vlll rocehe the tulloot on4oroe=ent and oupport 
fro& all patriotic Acerlee.na vb;) ere dett rD1ce4 to brtnc eYef'J reeourc.e 
bohiftd tbo ~!tally Important national defonoe etrcrt. And oeo Ill 1111eon­
trollod proflto ud ezhorbl t&Jlt pr leoo ono or tho createot t hreat• to 
popular aoralo . Some veeka ace , vlth t be oooporotloft of leodoro In B. T. 
State , ve etarted plan• for • atatev1 4t eonterence vhtcb we hope will 
old your ovn ond ethe r Departmento ot the not ional ~4m1n1otrat1on In 
otrorto to holt prc!Heer1~ •ftd the horrors of Inflation and thereby 
otronst hon the national detenae effort . 

•A Dlocuotod Amorlean•, N. Y. c. After reading your l a teot blaot , theeo 
llnoo ooom to run t hr ouch my head, vi th opologieo to Irvine !erlin - • • • 
But with R9ooeyelt at tho vhool , 
Ood ll!.a America , 
\lrockod by the l ev Ded 
God Holp America, 
'tracked by tho lev Deal. 
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Louie 1 • .l,....t, li.T.C. Tour ttatoMnt of 7ottoJ'd&T, ae reported In 
the nevepl\pera, •••=• unbelln-•ble. ifM Cl"'upt vho bftye autfered 
treoendoutl1 throu.o;h ell thlt deproulon oro the to-called alddlemen, 
vho were too proud to go on rel1efi and btcau.t ot the co~taot vh1p­
pl ne• by the OoYernment, of l nduatry And capital, thAt middleman never 
woo Able to como b&ck. Tho induatrleo vhioh you propooe to limit to 
6~ pro rlt are flnenced by tho public t hrouch their otockholdlngs. Tho 
b•l• nce which the Government t akee io dotlnitaly robbing one cleoo only 
of thtir Juot due . The otockholders • returno tor the le•t ten yoero 
novo boon pitifUl. ~idov end tho &&•4, to wall eo thouoondt o! othort, 
a re hopetul ot a poooible chance to moke up a llttlo ot thlt. Tho 
minute t hey begin to hope for oome relit!, you olap one limit of profit 
vhlch will ruin the chanceo for thlt olaoo to oYon got a fair diYidend. 
It 1 t not tbt mAAA&tment you are hurtinc , it 11 the m1111ona of atock­
holdera vbo• you are taxing ln countleaa other va~a. 

Paul r. llqle, II.T.C. Tour plan to allow onl;o &f. return on irl'•ett d 
capital would ruin :aey holdero of the oacurlt ito of co;:pMiot vtth 
tall lnYttttd cep1 tal. The peraon vho purchAte4 ebl.rea ot 1 IDNlu.fe.ctur­
~ D6 COe"')AQ1 lt at wch entitled to a talr nttu.rn on hit lnYee.tment •• 
tho holdo r of railroad oharet. I eupport your claim that term priceo 
ohould be co~trollod, but think that wageo ohoul4 be likewise. 

•A Pro A~~~erlcon', N.Y.C. So your idea h 6f. on lnTut~ont 1 Yell , h 
tha t whot yo\l are taking - and that $2 ,000 a veolc Job t hat :Eleanor hat -
w~t !1 ohe going to keep ond the root of that Roooovelt tribe, ete. 

Cnorloo 'ol, \lhlttomore, Glen Ridge, 1!. J, Today 1a paporo bring t ho nowo 
•aot yo\l intend to oubmlt to Congrooo a bill for r~loing revenue which 
~ill ahock the "complAcency• of the buaintaa Yorl4. Tbla, of eourae, 
lo a tvlco-told tole. 1 am UDAblo to dlocuoo tho ~orlt• of the p roJoet 
end vl ll not proteet e•en if I am hurt, but it 111m1 to ~e that it 1a 
•I~• tho Admlniatration did something to ohock the cooplaconcy of labor 
vhle~ 11 eo ~reatl7 lncreetlng defea•e outlas , vhlch tncreaaea ~ taxea 
UAJuot itlably, and vhlch Ia tho £Ain cauoe of tho fatal inflation uov 
o•orvhelalng ua. 

•• 
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DMr ltr .... , ... . 

Tn wlll ... t .. Ult .. ltMI tnt 

ot .., eta'-tllt te Ult ..... l'akhiC aal c.,.. 
,.,., c~u .. u.at I ...... tt tilt ... 1-

l .. t •tarlalJ• 4lttaW Vo~. . 

!hlt •ta lt J•t te tell ,... ._ 

peat)¥ I appNelaW JWI help aal ._ ... k 

I llW tile tpbU u.4 the nllttaalt tt *' 
7011 wrote. 

Fll/hkb 

9/24/41 

42 

Regraded Unclassified



TRlASURY DEPARTI.IENT 
Viashington 

!J\ RELhASE, tKRN ING NE"irSPAPERS 
:.ednusdny, Sept ember@ 1941. 
Q 23/41 

43 

Press Service 
No. 27-G7 

ln connection with the action taken today by the Boar il. of 

Governor s of the Federal Reserve Sys t~m t o i ncrease reserve re­

:,uirecents, the Secretary of the Trea cury and the ChP.irman of the 

~ard issued the follORing statement, in which the Boarc of 

Governor s cm curs: 

"The Treasury and the Board of Governors ·Nill con-

tinue to wutch the economic situation and to cooperate 

with other agencies of t he Government in their efforts, 

through priori ties, allocations, price r~gulation, and 

otherwi se, t o !ight inflation. Recommendations on the 

question of 1~hat addit ional powers, if any, over bank r~­

scrves the Board should have dur i ng the present eoergency 

and wha t form these por:ers should tAl'.~ 'II' i ll be t:13de \'!hen­

ever the Tr easury and t he iloard, aftc~ further consultation, 

d~ t~r:ninc that such action is nt•ccS£'1.ry to aclp in co:::bating 

infla ti~nnry d •• vclop:u«nts . " 

- oCo-
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KMJr: 

General 
1!\1ataon: 

Kl·!Jr: 

Wt 

HMJr: 

W: 

Hl!Jr : 

'1/: 

f!MJr: 

llliJr: 

11: 

IIMJr: 

'iii: 

llliJr: 

W: 

HMJr: 

Hello. 

E.M.W. 

H.M. Jr. 

September 2~, 1941 
12:55 a.m. 

Yeah. Look here, what I wee trying to get 
yeet er4ay .. ... 

Yeah. 

Paul McNutt hee been asking ror en a ppointment 
with the President and he wanted you there, 
over t he expansion or th1 a Social Security 
Program. 

That's right. 

44 

And I tell you, Henry, the 4amn thing is eo 
t ouoh and go on aooount of Hall Roosevelt that 
I don't think it would be r eaaible to have that 
until next week. 

I'm in no hurry. 

All right. Suppose you Just - I'll tell Paul 
McNutt that I'll oheok up about you being here 
and won't have it until you hear, and let's let 
1t go until next week. 

Suite me beautifully. 

Does that suit you? 

Beaut1rully. 

All right, e1r. 

Thank you. 

How you reeling- say, look here. 

Yeah. 
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HJCJr : 

WI 

HMJr : 

W: 

BXJr : 

II: 

IIMJr: 

II : 

HMJr: 

ll: 

RIIJr: 

II : 

RIIJr: 

lf: 

HMJr: 

II: 

HMJr: 

W: 

- 2 -

I'a dancing up there now. I took one leaaon, 
and tbe7 tell ae 70U1 re up there, too. 

(Laughe) 

Huh' 

I don ' t knov where JOU go. 

(Laugha) llell, I vae atra1d betore to a&7 
art)'tblng about 1 t. 

I ha'fe 87 dancing leuone in 87 hoae. 

Do tber ooae up there' 

Yeah. 

The7 do' Vel~ I so dovn to the other place, 
aa7be I set aine at a aore reduced tigure 
than JOU do, 

45 

Well , 7our tigure it bisser than aine. 

(Laughe) Well, rranoea aade me go. I oame in 
the other night, and I wae dripping. 

Yeah. 

I think it took ti•e pounde ott. 

Well, the trouble ie; the7°re eo nev that I 
oan ' t learn th•. 

Well, I t old thea Juet to let •• so into the 
old walta and one-etep. 

That'• wbat I l ike. 

All r!sht, elr. 

We'll haTe to 4o it together eoae time. 

Yeah. Let'• do that, with a couple ot good, 
tine-looking g1rle. I'll look them oYer down 
there. 
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HMJr: If you look the• oYer, it 1 1 good enougb 
tor ••· 

W: 

HMJr: 

HMJr: 

V: 

IIMJr: 

V: 

HMJr: 

WI 

HMJr: 

(Laugbe) All rigb, . 

What they eend •e to the houee ••••. 

(Laughs) 

••• • • ie no good-looking girl. 

Yeah, I know. You'd better etart going down 
there with •e. · 

Okay. 

(Laughe) All rigbt. 

Righto. 

Good-bye. 

Good- bye. 
• 
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( ) The Secretary had llias Chauncey to 
tell Ur. Gaston that he wants to know 
what action, if any, the Whi le House 
takes in regard to Mr. Parker. 

4? 

.· 

I 
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TO: Secretary Korgenthau 
FROJ.I: Kr· Gaston 

Septamber 24, 1941. 

We have found our first ease in which a dollar­
a-year lUll has been inYolved in serious tax. troubles. 
William !. Parker, 42, President and General Manager 
of the Beck and Gregg Hardware Coap&JI1, Atlanta, 
Georgia, has been designated by O. P.K. aa Coordinator, 
Defense Contr act Service, 6th Distr ict. 

48 

Revenue agents in 1937 discovered apparent ir­
regularities in the return of the Beck and Gregg Hardware 
CoapaDf for the rear 1936. Eventually Parker, who, with 
his mother, owns 2,487 shares out of 3,000 of the cor· 
poration, admitted falsification of hie books, which 
resulted in an aaaertion of tax penalties and interest 
anounting to $39,896.20. The Intelligence Unit recommended 
reference of the case to the Depar~ent of Justice for 
criminal prosecut ion, but this was not done. Instead, on 
the recommendation of Korria Sha!roth, then General Counsel, 
an offer in compr omise in the above amount was accepted. 

I 811 sending to Rowe at the White House a copy of 
a Bureau memorandua which eeta for th the aboYe facts in 
greater detail. This memorandum h attached hereto. Kr. 
Foley adYieea me that we have proper l egal authority to 
do this in view of the direction by the President to in­
Yeatigate the character and fitness of eaployeea of the 
defenae organi&ationa. 

Att achment . 

v 
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Sept.Uiber 12, 1941. 

V.EI.!CR/Jl0{4( FOR l.!R. IRE!. 

In re : 7/illiam A. Psrker 

In connection with tho at tached memorandum addressed t o Wr . 
Oaaton by the Adminis t rative Assistant to the President, the 
following io su~tted with respect t o tho income t3X case or 
tho Beck and Oregg Hardware Company or Atlanta, ~orgia, c f which 
cc=pan¥ Kr, Parker is president . 

A revenue agent while examining the 193~ retum or the 
corporation discovered a pencil meaorandum indicating that the 
elos1n« inventory tor 193~ had been docreaaed by $90,000.00. 
Thit r:tlliOrandum admittedly was m-itten by Vice PI"'oident p, J. 
Sodth who was requested to explain t ho ll&tter. Sodth uked for 
a !e.,. dayo to refresh his r ecollect ion and t hereafter on 
Oc tober 20, 1936, submitted a otate~nt in writing to the 
effort that the apparent discrepancy wao duo to an error or a 
<""'ptometer operator employed tram tho outoide. This explana­
tion did not satiety the &gent and in order to avoid destruction 
or loa e or recorda permis sion wa~ obt c.i.ned from ~.lr . Parker to 
removo the record~ to t he Internal Revenue ottice . v~. Parker 
wns advised that it had been found that a nu=ba r or erasures had 
~1on made on the corporAtion' s records , that 1D , the inventory 
sheete as ot April 30, 1935, and at that tir:e ho denied all 
knowledge or s~ch erasures , 

3y t he uoe or an electro lens osgni!ying glaaa and with the 
a.ralst.ance of a copy of the penc U ~rnor&n.:1\D .1.bove refer-red t.o , 
t he a,-en-..o located mar.y indin~ual iteu en the 1nvento17 which 
had been al~ared and found that tho t otal a~ted to $90,000.00, 
which _.. the figure used en th• pencil m .. oran~. Attention 
wu then given to tl:e inVentory tor 19)6 and IE&n1 Alte rations 
woro found on the records tor that Jasr. Vice Preaident Sodth 
was again int erviewed and he apecitically denied t he existence 
or any data which aight aaaiat in checking t he inventory and aa 
a reault in~on.ation was requested !rom the otrice of a cortain 
lneurance cor.>piU\Y w1 th respect t o statements furniahed by th• 
taxpayer diacloaing the value or inventoriea uaed t or insurance 
purpoaea, The ins•u-ance company requoated a subpoena and afte r 

• 
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In ro: 'IIUllaa A, Parker, 

Lho asente lett the office an insurance official apparently 
comaunicated with Kr, Parker who on the oamo ~ called on tho 
agents offering to make available all et~tementa submitted to 
the insur~ce c0111pan,y, Again ltr. Parker apec1t1cally denied 
a.oy knowledge of changes in the 1nventor1ea, Adding that it 
ouch changoo had been made he did not know who was reoponaible, 

Tho oame da)' J , T. Rose {ro~r Colle ctor) called on tho 
agents etating he had been e11ployed by Deck and Gregg to repre­
oent t hem in connection With the inYeattgation then being mads, 
and llr. Rose eta ted that llr. Park or had adm ttod to b1a that he 
and Vice President Smith had effected the alterations in the 
invont oriu tor 1934, 1935 and 1936. 

Tho contention or 1tr. Parker and llr. Sll!ith was that at tho 
close or the year ondod April )0, 1934, thoro was an cpparent 
increue in invontoey trom $316, 000,00 to $552,000,00, on the 
buh or Which the gross profit would be ~3,000.00, ltr, 
Parker otated that he did not bellen it pouiblo that tho 
corporation had rea:U zed an)' ouch prot i t o.nd in order to a how 
a profit more in line with that of prevl.ouo yoara tho changes 
in the invontoey t1gurea wore arbitrarily and deliberately made, 
7hia much waa admitted by ltr, Parker in a oworn statement given 
tho agente and at a hearing bore in the Bureau, 

U tho utt.r had nonr been detected the not result would 
have been tho building up ot a aurpluo, tho oignitieanee of 
whieh 043 be indicated when it 1o considered that or the 3,000 
eharea ot atoek of the corporation ltr. Parker and hi a motbn 
owned 2,487 oharee. 

Thia case was ginn ney careful consideration, aa a 
rooult ot which the then Chief Counael, llr, Sb&.trotb, on 
August 5, 1937, recommended acceptance or an offer in co.pro­
mhe in tho amount or $39,895.20, which repreaonted the amount 
or tax and ponaltieo detenoinod by tho exaaining ofticoro. plu.s 
interest. Tho acceptance wao approYod by Acting Secretary or 
tho Troaoury Magill en the eamo date, Auguot 5, 19)7. The 
roaoon riven tor roeaaooDd1ng acceptance wao that it WAS not 
believed it could be proved beyond doubt that tho motive in 
Juggling the inventor;v wae tor the purpoee of evading income 
t axes. 

- 2-
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In 4 etat-nt of 11%'. Partc.r incorporahd 1n hio o!Ndant 
bo ooncludle ae follows ; "I want to otah turther tba GoYorn­
Mnt can r .. t auurad that nowr &lOin will tbaro bo &eyth1nJ 
in 6111 of the racordo of tho Book and Ororr Hardoraro COIIl})ai'Q' to 
causa the ol1Bbtest question,• 

When tba revenue agent d1soonrod tho apparent 1rre,.Uar1-
Uoe requoat no aade for tho cooperation or a opec ill apnt, 
who thereafter aac1e an exhauatin invootiration and devaloped 
evidence which in tho opinion of thio office warrant ed reference 
or the . .... to the Chief CoUMol with roco-dat1on f or proaecll­
tlon. The ro..-nclation wu tbat llr, Parker, Vice Prooident 
Saith and C. J. Aldred be proHCuted tor conapiraCT to defeat 
and evade tllo ~t or tbo corporation taxu, It aq be 
stated that Aldred, altbo<lab aocrot&J7 of tho corporation, 
plarod a c .. parat1Yelr Jlinor part in tho cue. 

An 1nopect1on of the nailablo incCCIO tax returns filed 
b7 l!r . Parker a1nco 1936 d1oclooao nothin« roflecttnr un­
favorablr on hiM. 

- J-
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0/24/41 
52 

t e Secretary had Wise Chauncey to tell 
• Gaston that the President haa a special, 

secret fund of several million dollars from 
which this expense can be met and that it 
is ridiculous for Treas to pay for i t. 

' 

: 

I 
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September 24, 1941. 

MEMORANDUM 

TO: Secretary Morgenthau 
FROM: Mr. Gaston 

Secret Service has asked Coast Guard t o supply 
a rather complete Coast Guard radio station for 
operation on the grounds at U1de Park. It is to 
include both low power and high power sets for the 
lowest frequencies, used in communication with ships. 
These are for co~cation with Coast Guard cutters . 
In addition a high frequency set is to be i nstalled 
for both voice and code. The total cost will be 
around $15,000. 

Waesche has run i nto some difficulty in finding 
the money and we have consulted Norman Thompson. It 
may be that a trade can be made with some Treasury 
fund, or i t may be necessary to ask for a special 
Presidential allocation. At any rate the plant wi ll 
be installed. 
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HIGHLY CCNFIDENTIAL Septe~ber 24, 1941. 

~!EMORANDUJ,I 

TO: Secretary Morgenthau 
FROM: Mr. Gas ton 

(l) When our agents went to see Donovan about the 
survey of his telephone circuits, which you authorized, 
he made an additional request, which is that we supply him 
with an experienced agent to oversee measures for the 
security of thei r office communications and records. I 
thought it would be wise for us to comply with his request 
and author ized Irey and Wilson to do so. Wilson will en­
deavor to find one of the older and therefore less active 
Secret Service operatives and one who is well qualified for 
this aseiglliDent. 

(2) Wallace Phillips, the civi lian intelligence 
officer of O.N. I. who has been in charge ri. special intelli­
gence abroad - - that is, information which comes from other 
sources than military and naval attaches -- told me yesterday 
that he had been assigned to Donovan's c.o.I. In the future , 
while he will retain his office in the Navy Department and 
his relations wi th O. N.I. and with Military Intel ligence, 
he will make his principal office in Donovan's shop and will 
direct from that point the gathering of all srecial intelli­
gence from abroad, other than that collected n Central and 
South America, which is at present under the jurisdiction 
of F.B.I. F.B. I. now has eleven men in Mexico and some­
thing like sennty- fi ve 1n all in Central and South America. 
Phillips recently discussed wi th Hoover taking over Hoover's 
work in Mexico, since Army and Navy desire military informa­
tion not being obtained by Hoover's men. Hoover professed 
to be agreeable to this but insisted on withdrawing all his 
men and permi tt ing Phillips to bui» his own organization. 
Phillips did not desire to do this since it would break the 
continuity of political information. Consequently, he is 
sending about half a dozen of his own men into Mexico, who 
will be in addi tion to Hoover's force of eleven and wi l l be 
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concerned for the present strictly wi th so-called military 
information, including of course act i vities and opportunities 
for Japanese as well as other Axis activity in the military 
l ine. Ul timately, Phillips told me, he expects to absorb 
the Hoover work in Mexico. 

Phillips asked my assistance in cleari ng through 
Foreign Funds a transfer of money to a supervising agent in 
Zurich. 

It appears from Phillips ' statements that Donovan 
has been given control of espionage abroad and that Phillips, 
who has heretofore been in charge of i t in behalf of the 
military services, will hereafter work under Donovan's 
direc t ion. 
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TO 

TREASURY DEPARTMENT 56 !_, 
INTER O F FICE COMMUNICATION 

OATC 

Secretary Morgenthau 

Herbert Merillat 

September 24, 1941 

In accordance with your instructions, I attended the 

Albany and Buffalo meetings of the New York Bankers' Associa­

t ion, at which the foreign funds control and Regulat ion W on 

instalment credit were discussed. 

I came from these two meetings with the definite impres­

sion that they have been considered very helpful by the bankers 

~ho attended them. There were large audiences at both meetings -

about 250 at Albany, about 350 at Buffalo. Many bankers re­

marked that normal attendance at Association business meetings 

is not nearly so large. Many also remarked that much more can 

be accomplished by such discussions than by reams of corres­

pondence and published documents . 

Although the meetings were long and the subject-matter 

difficult, the bankers were attentive and apparently eager fo·r 

instruction. There is little evidence of e. truculent attitude, 

but there is some grumbling thnt the foreign funds control means 

just so much more paper work at the banks' expense. 
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funds control. ! bout 100 bankers remained for a further hour to 

ask r.tore questions on Regulation VI. 

If the Buffalo meeting proves to be the model for future 

meetings , the Treasury men can have little grounds for complaint. 

After the Albany meeting I sounded out several bankers on 

the desi rability of holding in the future sepa.rate meetings on 

foreign funds control and Regulation w. They did not seam to 

think that the mee ting had been unduly long and were agreed that 

it would be difficul t to get such good attendance for two mee t ­

ings in fairly quick succession. 

It is, of course, impossible to estimate exactly to what 

extent Regulation VI or foreign funds control was the chief draw­

ing card at these meetings. The much larger number of questions 

on Regula tion Vl than on foreign funds control indicates that the 

ins tallment credit restrictions were the center of interest. The 

scall bankers in particular are more interested in learning about 

Regulation W t han in foreign fun.ds control. 

After the Buffalo meeting there were only two questions from 

the floor rela t ing to foreign funds control . This was doubtless 

due in large measure to the l i-hour meeting at a local bank in 

the afternoon, at which Messrs . Murphy and Treiber answered the 

questions of some 20 bankers who were part icularly int erested in 

problems arising under the foreign fund control regulations. 
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U. S. NAVAL IUUVE MmSHJPIWI'S SCHOOL 
NEW YORK, N. Y • 

OD boatd 
U.S. S. rRA/111 STATB 

West 135th Street and North River 

September 24 , 1941 

The Honorabl e 
nonry ~organthau, Jr ., 
rhe Secret ary or the Treasu.ry , 
i/ashin~;ton, D. C. 

J.:y dear Lr . l:or gantheu: 

Thank you very much for your gracious 
letter or Septe~ber 17th, regarding e copy of the 
Side Boy . :.s you know your tine son was Jdi tor­
in-Chief and he and the committee did a sp lendid 
piece of wo rk . It i s particularly oo•:~mendable 
because or tte tine a t their disposal . 

It was my good for tune to have r athe r 
an intimate contact with your eon during hi s three 
months here and I also ruede the cruise 11i t h him 
on the U.S .S . './YOh:INC in the summer or 1940. You 
a re to be congratula ted upon o son who possesses 
so many ster ling qualities . 

',/J de'F I j fw 

·.iith warm r egards , believe ne , 

Sincerely yours, 

~:~ 
Lt . Comdr ., ChC . 
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Cf!Nol.,. ~ 

.till'""" Q:ma:t of 14<~~ .tt.Uo 
,. .. lfiqtml.~ !ll. 

,.IU IC 'lltAf'4K,.UIIItTP S.pteaber 24, 1941 

IW!y t.lw>lte tor rueabering to oond .. Allen Barth • 1 

rJ6Ur/ ot edl.torl..al opillioo. You aro ono ot thoeo raro 

people who t.r1 dopondablo 1D large thl.n&• aa ...U 11 1.D 

..U. .lAc! r .. uporionoll 1D llfo aro aa eaU oty1nc &~~cl 

u preoioua • • euch clopandabUit;;r. 

nth ..... roc&rde, 

Very ei.Doero~ ;roura 1 
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Deer Henry• 

Trilt WHIT E HOUSE 

WASHI HOTON 

I .., deepq gra ta.ful to you tor tbe 
uped.i t1ous ~ in which you bandled tbe 
eenna uchino si tua ticn in Loa Angelee. 
I hne written llr. llack a nota of appreci­
ation, although I feel tull credit should 
10 f..o you.. 

AttectionatAtly, 
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Septr a .. ac, 1~1 

Dear Col ... l nnrrua 

It 11 a plKnn tor • to •-.11' wl th 

the "'1111t 1a ,.., letter of lopto.hr 18. 

I boft iutPUW Alaa lutb to bolp 1• 

aloac t111o lllllo '" ... aoet, ... I ...... 

tllat bo will lo all be ... te o..,.Nte 1a 

1"' wort. 

Col ... l W1111• 1. Doanu, 
CooNlater ot Wo,_t1011, 
WublJICtoa, D. C. 

FK/hkb 

9/24/41 
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COORDINATOR OF INFORMATION 

WASHINQTOH. O. C:, 

The Secretary of t he Tr easury 

Washington , D. C. 

:.ly dear 'lr. Secret!lry: 

September 2~ . 1941 

·~ - -~len Berth, one of your ~?eciel 
J.ssi t ats , is C"\'"~ ·ed in revie in · tho f_..,erican 
Press ·or t he ;mrc;ose o" "·;mi.' in_· you ·.:i tl: a 
1:ce::ly cnalysis ol' editorial trends. I a.."l info:r:J­
!!d ·~at '!r. Barth l':ould find it possible to ~u.l'":lisb 
ur -,; ith his notations culled fro~ numerous A:11erican 
nc::sjlllpers . These notes M>uld be of C}"eet v•lue to 
us in prepnrins sunnaries of editori~l CO"l 'Cnt ~or 
short-1'/ave broadcasters . 

\':e have t old !.!r. Barth tlwt :'!" ~re 
interested solely in t extual mate't'i ,,1 1 not in O:!.Jin­
ion or analysis . He has infor;~~od us th~t he r:ill 
furni11h us with t his mat eri:-tl wbcneve!' it i s ovail­
r.ble in tho no·~~l course of his nuties . 

·:.e 1;ill e ~reci~to this coopeN.tion es 
it 1.ill avoiC. dunlicati.:l:J of e"''ort ·.:i thin the 
covernme::~t . · 

C/ ci.iclly yourh, 

flu/. . o v~ 
Willi 0r.1 r Donovan 
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64 

Cocparatlve Sta te3eat ot Salea Durin& 
Firat lf1notoon l!usine11 Ill!.yo ot Ju.l;y , Auj;uat, Nld September, 1941 

(July L-23 , Au&u•t L-22, September l-23) 
On BBoio or Issue Price 

(.Allmlnto 1n thou.aMda Of doll4rt) 

Aloount o! Increaae 
Saleo or llocreaoe (-2 

Seph.,ber A""'" t 
September ..lu4U•t Ju.l;y OTer oTer 

A\llllltt JlllT 

Serieo I - Poot O!ficeo • 29,682 $ 3(>,899 $ JS,700 -· 1,217 -$ 7,801 
SeriH II - I!N>lco 50.8)? 59. 200 70, 155 - ..!.JM - 10, 955 

Sorioo I - ~tal !0,515 90.099 108,855 - 9 . 51f4 - 18,756 
Sorioa J - BBalca 12,888 15, 808 19,131 - 2 ,920 

- ~·~3 Sorieo 0 - !nnlco S0,}25 97 .699 122, 136 - .!1..ill -~ 

fotol $173. 727 $203,6o6 $250,123 -$29, 879 446.517 ------ - --

O!f1co or tbe Secretary Of tbe 1'rollOU1'7, lliYioion or !ifteueh Md 9tatht1e.. 

Percentage ot lDcr ... e 
or llocreeae !-2 

September 1 J.u4uo t 
onr OYU 

Aul!u• t JlllT 

- ~-~ - 20.~ 
- L.! - 15.6 

- 10.6 - 17. 2 
- lS,5 - 17.4 
- 1],S - ~ 

- 14.~ - 18.~ 

SeptU>bor 24, 1941. 

Source: All fill"l'•• are dopooitt >rith tbe !l'roD.ouror o! tho l.hihd Statoo on account o! proceedo Of 
""leo Of lh.itod StAtoo SaYinG" Boodo. 

Note: Ji&ure• ht\Yo been rounded to noeroot thouund and ..Ul not necoooaril;y add to totolo • 
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llnlrliD ~ ~ ..... -65 
~ lal.o - s.p-- l.~ CONFIDENTIAl 

Oa Jl.da et r. ... l'ri .. 

(Ia----. et a..u....) 

Pen Ottt .. ..... JeKW.. 
llaltlloKI&l.o .AllleM lal.o 

lerioo :1 ~ert .. :1 hrill' hrill • fe\al lor110 :1 loftoo J ..,.. .. fe\al 

~1~ 
2 • 3,011 • ,,,., • l,UI • 5.510 • lO,OTT • '·~ • 1,U! • 5.511 • 13,091 

' 971 

- 1,)65 

2 1,152 
1,U, 

1,,, = ,.~ I,:JOI 
2.~ --- 1,0;51 

'·:t 1,162 lt,lllli 15,JJ' 
3. TOT -·"' 1,~ 

2,905 5115 ~m "'" ~ 

~= 
1,162 11,'-' 

TOT -."' 
I 1,.,. 

' 1,m 10 
u 1,1!11 
12 1,312 
1;5 ,.. 

3,0;52 521 "'"' 1·* 
2,01J 521 1,5;52 -·:n 2,113 m -.9R I, 
2,651 3.~ ,,309 
3.0011 -)6 !,~ 5o9T!i 
1,99T 1191 3. 3 ,,,.. 

''"' 511 ,,,. 
2,~ 521 1,531 
lf,J'I m -·-lf,OT!I ,.~ 
11,316 11)6 '·= 2,,., "" '· 15 2,;511 

~ ... , 
1T 1,125 
u 1,1151 
1' 1,555 
Ill 1,01!5 

2,JA l'J -.191 I,OR 
2,191 2,10T '·-2,902 = ,,011 '·= 2,593 ,.162 T. 
3.1&9 =. ·"' 1,111 
1,JV 2,221 -·-" 

If,= T!IT If,.,. 
~121 lfTO 2,111f 

m 
,,011 

lf.051 ~= lf.?M 
1,1211 2,11S 

12 
1:5 

feW 

.......... 
Mroel .All fstiiH• ..,. t.pellih rit.ll U.. '"-- et U.. -.w ftatee • _, of pNiula et a1eo et 

11a1W ftateo la'f1.ap :loMa, 
... I Jl.-r- Mft '- 1 'e4 M _, ~a£ ri11 .. , ~ 8M M M\alo, 

• 

,,. 
'·'" 1T,UI ,,,. , .• 
,,1116 

11,311 
ToT:Jl 

z:m 
11,,. 

'·~ To 
I,IIG. 

'·"' ,,,. 
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TREASURY DEPART'.~ HiT 

Washingt on 

FOP. I:n tDlA'rE. RE.LEASE, 
·:.cdncsday , Sept ember 24, 11141. 

Pr ess Service 
lfo. 27-69 

66 

Secretarr HO" genthau t oday announced the award of e. contract 

for ti: e Government ' s stencil paper needs for the six-oonth period 

tcr l:::iinf Deccober l , 1941, that will effect an est ina ted annual 

~~'l!nr of ~~00, 000 . 

'i'hc contract, awarded by the Tre:~.sury ' s Pt•ocurc:r.cnt Division 

to the A. B. Dick Coopany of Chicaro, called for purchase of t he 

mi::tcorrn~h stencils in a price !'ange of ~0 . 81 to ~2 . 64 p(; r quire. 

Pr . vious pr i ces per quire had r anged Crom $1.07 to ~5 .05 . 

The savings was accomplished, according t o Director of 

Procure.~.nt Clifton E. ~:ac k, as a r esult of a protracted pHfor-

L::~~~cc surv~y which made possibl e r evision of spe;cificnt ions to 

cl ioinat c strrcg~tion of ce;llulosc and non-cellulose st~ncils 

9nd thus :ncreastd competition. Director Hack s aid that s milar 

sur\'tys :.~re now bcinr ;nad£ of other comr.todi tics rurchascd in lnrcc 

1U'Intitics , 

-OoO-

• • 
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TREASURY DEPARTMENT 

PROCUREMENT DIVISION 

WASHINGTON 

September 19, 1341. 

A.ID.:ORAf,DU!l TO TilE SECRETA RY. 

I recently mentioned to you tne effort being oade 
to obtain oetter ?rices on stencil ?aper, also t~e possible 
suostantial savings, and you requested tnat a ~emorandum 
ce suanittea wnen tne ~ork was completed. 

6i cs opened today we re at greatly reduced prices 
ana an estimated annual saving of approximately $300, JOO 
is inai cated. 

Heretofore purcnases were mane on tne oasis of 
cescripti ve specificat ions wnich called for cellulose and 
non-cellulose stencils . The A. 5. Oick Company has a 
9atcnt on cellulose stencils ann is t ne only concern waicn 
can produce them, hence, no compet ition and stiff prices. 
Specifications were r evised based upon performL~ce and 
~oing away Ni tn the cellulose and non-cellulose segretation 
:.i tn tne result that A. B. uick was lorced to compete ;?i th 
all ot.ter manufacturers. ..bile t he A. o. o~ic;c Company was 
tne lo.1 bi Jder, the price range Nas from ~0. 81 to ~2 . 64 per 
Ol!i re u comoared to 31.07 to ~5. ,JS lle r quire heretofore 
aue to tne fact tnat the r evised soecifications made keen 
com9etition necessar, . -

Similar studi es of oti\er commodities purc .. ased in 
l&rge quantities are being undertaken. 

(llu,·qr._ >t '>-vY 
Cli! n E'. t..ack, 

!Jirecto of Procurement. 
I 
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Oab1t by llan1 l!adl.o 

To: American llllbauy, ObUJIClciDC 
Aaer lean Conou.l., !!one lone 
American Couu.l., Sbllncbal 

72 

H. Merle Cochran , lorelga Serrico Offi cer on detail in the 

Trt uu.r)' Departunt •• 'locbnical J.uiot..,t t o the Secrat&r}' ot 

the Troa11117 io proeoodi.ne by clippu, leanne s.., lr&~~eheo 

SoptoJ>bor 2S, to i!oD& lone and Cbiu on ottlelal bu.tineu tor 

October 7 in coap&J17 vith Sir Otto Nioaeyor ot the Bank ot 

li:n&J.and, .After ooJournine in lfolll; lona bo vill noit Chnnckine 

lll14 SbongJuU. He boaro dip1oD>&tio paooport doti4!JI&Une blm •• 

•roroign SorYlco Officer on Special Kitoion•. 

Tho Departunt req~.eote that the Z.bauy anl1 tho Conou.l.ateo 

G<lnoral a t Hong lone end Shanghai attord Mr. Cocbr.., all oppropriato 

tncili tioo. Pleaoe l:tona J'ox. 

(RtceiYed by telopbone by Mr. Cocbr&n at 5• 20 p. m., Sept. 24, 1941, 
tros Mr . George Atcbooon, Far Eaotorn DiYlolon, 
Department ot State.) 

• 
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Qon.....,r Boac loac 

Sir Jl. c..pbell 

11.00 • ·•· llep-ber 2J, 19111. 

12.115 • ·•· llep-ber 23, 191!1. 

Seat to !)ope - llep-ber 23, 19111. 

.&44reeM4 to WaoiiJ.actoa, NpMtM to lleore\&17 of Stow 

for U. Oo1oa1•• w1ecr-a lo.lOIJ f or 'l'rea""7 &114 Sanae to 

Jollowlac for Sir o. li...,.r froa Boa-ere. 

Jeeiu• 

1\ 11 ~ ia Jaerioaa offioial cirol .. !>ere U.t 

Ovr i • ~ 'be -1ac to Boac loac • ...... 

• 

73 
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(lial>dod b)' Mr. llwlt' of t.ho llr1 t1oh !roacv;r ~ Mr. Coc:hraD 
in tho U. S . 'l'roaii\U'7 a~ b p.a., S.ptoabor 24 , 1941.) 

Sir R. C""'lJbell 

11.00 a • .,, Septe.abor 23, 1941. 

12. 45 a .a. S.J>teaber 2} , 1941 . 

Sent ~ '?:ope - Septe~::bor 23 , 1941 • 

.Addrooaed ~ ll'aohiagton, r epeated ~ Secrote17 ot State 

tor the ColoD1oo te1egraa lio, l033 f or ?.'roalllJ')' :>.Dd SaYing ~ 

Following for Sir 0. Nieaeror t roa Rogoro. 

H 1o rusourod 1n M orican otf 1c1t.l circl et hero thot 

Currlo lie¥ bo coaiag to l!ong .long. 

73 
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Secretary cf State, 

Waahington. 

~~ 74 
Shens;he 1 Yia ll •. Jl. 

Dated Sept••ber 24, 1941 

Roc 'd. 2110 P·•· 26th. 

Old oatebliahed Sb•n&h"i~rican 1oat tobacco 

iaporti.Dc bouae who bno loac ~~Q>J>llod tho Chineoe 

ciprotte tactoriee , in paat carrrtoc conoider&blo 

atocka bore tor their ccnvonionco but under proaent 

con41 tic no 4o1a& mainly indent butinou are concornod 

over &l1otment by Stabiliaation Board ot United 

Statoa dollara 750,000 monthly for loat tob1>0co, 

in that United Stetea dollara 650,000 of t bo tot&l 

h reported to ban been allotted to Teo 'hong 'i!obacco 

Co~ (!rithb-.Yerlcan 'l'obacco C- tuba141ary) , 

the balance being deatcnatod tor Cbhoao ci9U'etu 

tactoriea. 1'h• .A.caerie&.D coDCerne are without coYer 

fer actual e&loa tc Chineao tactorioa and tor .all 

atock 1ota en route which .ay bo ao1d ahortlr and 

nre thr&atonod thua with havinc their abilitr to 

trade cut ott or are forced to roaort to black carkot, 

It h the tooling ot tbh Oonoulata O.nera1 that 

• 
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u.. .. t~ *lob Mn "_. a le .. perlo4 t•• ul 

aa4 sn-taa .._n.a 1eat ,..-.... eal•• la ..ua 

..rlatt *o.l& )a cb'• aoul...,aUoa .. U..T lla'ra 

a 4lethot ftllaa lA boW• pra .. at aa4 pr-tl-. 

tu\v.r a Aa•loaa leaf to'llaooo .alae, lapra .. ataUne 

of two lM41ac JoMrioaa laat to'llaooo ooaoarae are 

proo•.U• to lo• ro., to latarnew Aall'loaa _ ... ,. 

ot lltaliUlaUoa J..l>4 oa )tllalt ot ~oaa laet 

t o'llaooo laponwa MI-a u4 1dU iloUoat• u.tlr 

1a4i'r1.daal r~a. 0\Ml' tlrae - repon 

rttur-• later, 

... , to lo• loq, leJea\14 to U.. ~at 

.,, to Oll'a.IIPi•· 

m 

?5 

Regraded Unclassified



( .. W llrllr• -.wlq ot a. Jlrtua lw r 1 •• llr, o.-.. at* 
11111\M ftatH lwr I at 6 .... , ........ Ill, JS~a,) 

Zlitla .... -.., 19111 • 

..... !lUI. 

!llo t,_tal .n...-.•• wlallll w llaft prrrtlioullT ••• a 
toot repr41ac tlao ~· ot IIIIIPPll•• k bula aro u tollOVI I-

cxnr.m tuPrLIU. 

OV Ullftrl .. • luola ( I"'IIIMr, Uo, wol, oto. ) td.ll lll'a-17 
•--'loaolao Ull't'tldeo .. u. A " ' "'I td.ll ... oti"Mt ._, ..._ 
ooa\lao ul ~ Mt -' tMa ... k u will w .-., 

u k ~ !.a otorllac tdliola w oU.U jhn• .. ea ....._ \o tM 
Sorilt Got•-••; 

•• u ~ t.a coli or lte oqa~.-... . 
~ 

76 

(!lie rea.- t.t e:-..~·.,aJhllllMII' .. , • .. u ~ ... ''" --~· 
1o .Ut • oo)otattal_ -.p ., .. ~ wi ola ..... pi'O'O'itiq 

ltuol.a, •lf00t.a¥r rfi!P'·• 'tUa, ~- ....ualllo k ._ u 

~· 
(A) ltorlly .ArM 9 ¢fr 

,. ollell ..... ty:iE:• 111.11\..., npplill tr• tile 
ohrllac -. 1oM arE t U .. Loo4 LooM -. plirllllpo \a 

-tor ronn ot -. 11*' _.., *war. 
nr 1 27 'rl* tc)}rr row .... loll. 

(0) hkTe'" I 'M•· 
lt it -• .. oiHl u u.aoior to luolo -. ..... r-lYH 

'o1 •• '4II4W J.eo&..loloM -.4 a re-traetlor UHOtln _. re<Mlftl tr.. 
tbo 11.1., 10 ..,_, 1111'11& h aollll \i '" tna Julia, 1M •• tnaotor 
woalt \a m~on oali to ou1a eoa41Uou u tbo 11,1. •tMrtUoo lllpt 
r•'I.'W'•. 

• 
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(D) •11ar !lgpll ... 

J.a ropl'd.a lllll\U'T aappll .. llllioll ,. bMw 'bo'141bt for 
&ollaro 1.11 tbo 11,1,, ut.r pr._I.n• ..... ooatuch, no., ud. ldUoll 

,. MT peao oa w baola la tbo - fol'll la vlllolt. w 1t.an rooolftd. 
u.-, vo elt.o11ld. ••oot liaoela to rolanroo u la pld. or 1 to oqwi,.._ 
loa\ , Yo 4o u\ whit. to - ouroolno roopoaoiUo for Uroct llol.lar 

outcolap oa 'bellalf of baola, u4 lluolu pl4 r-rn• .... 'bollond. 
to 'bo ruotMU.J.. 

Yo olt.Gal4 'bo pNpOII'M to iiiD pl4 ..,.W.ro n tol4o lluola. 

It altl>t 'bo ooat, •• oooaaioa arlooo, oUit.or to \lt.a 11la1to4 n..,_ 
or aloo na nad.t.oohlt to \lt.a 11a1to4 ltatoa, Yo alt.Rl4 h clad. to 
l:aow tlt.ot thoro 11 ao o'bJoouoa 1t pld. 11 ... , fro• lluala to tho 
l1J11to4 stat•• aa4 placo4 a\ 0'111' d.lopoa.J. la tlt.lo oouatrr. 

Yo -..t r .. ane \M rlcl>t to r .. O}Ift at a aoro ooonlll•t 
ocuoloa \M ...-euoa of \lt.a poool'b1Ut, of racol'fiac ,_at la 

4ollU'o troa boola for dollar po4o ~od. to bor, 

(81p4) \11, X, Jowl., 
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London 

78 

Doted Scptenber 24 , l94l 

Rec •d 2 : 20 P •'~· 

Sccrctcr:; o f State , 

1'/:cshi.ngton, 

•}50~ , T»enty- f ourth, 

FOR TRE:.SURY FROl.: C1.SADI.Y. 

Urgent reqw:sts frott !Unistr:; of Econottic 

f/: rfart ond other British Oovt rnttent officEs 

f or c opies of r oms connEcted with freezi ng o r de r s 

ocnno t bE ttEt 1n London becausE of absence of an:; 

copy of ony o f thesE forr.1s . Six copies by c.ir 

r.10.1l Vlould be appr cc1nted, 

l /IIlt.!IT 

DD 
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J'AilAJ'IIRA• M ftUGJWC JIICIII't'U 

r11011 AMrlo .. Lecatloa, IIMapeat, a_,.,. 

DAKI lept~r t•, 111~, I p,a , 

1 0,1 IU 

79 

I lboal4 app ... late .... l~ac 'r telecrapk Lato~atlea 

u w lllhetber Ull 'ffta11U7 Departaeat vou14 'M prep..,.. te 

ubloek llltfleleat f'lla41 et Ull l.._.rl ...... ~., • 

aa\loaala la el'4er to peNl t Ull l uacanau •• _, 'MI* 

llbort aD4 l oac teN •lll11a \lou ....... ._, u.. .. ._ of 

h NlaaUoa 'Mlac OetoHr 11, l iiU, thl.a lato~Uea 11 

Nq\lllte& la 11'411' ~· I 11a1 latel U .. a•J.7 4111\111 •Uen 

wUII ••peteat Kuacarlaa a~~U..I'l uu a1 well u tor the 

i n\eNI\1 ot Aaerleaa ere41tere. 

l an HMwall et 4ellt ••~•• .......... lllea .... 

bJ O.ra&JIT, Ua17, aa4 .Japaat 

.. ut c • J •. 
J'-~ .. '"' ... :J -· -
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:>.i-O~TS 01' !'l.TROLSU!I ?ROWCTS, SCIW' !ROll .lllll SCIW' ST.iZL 

1 ... A T~ i1K!T£Il S!.l.'l'i:S 'I"C JJ.PU, .iliSS U, SPJ.Il;, .C."II GIIIJ.T lli!JWJ 
AS SEOn liY Dl:?Ali!UlU: P1J!!IJ1'S GR.U"T'OD 80 

''"'! ••' G•• 0 \l (Including 
,!r•rl Oil) 

':eo'ft or Call t orola 
!it~r. Oc ttct Crude• 

"':: ... :.:.er Cr.;de 

;v H,f A•• 
.;a•ol1ne 3• 
1:1 O.\i11r Gatoltne 

Avbtt:>n Lubr, ca t.ln,! 0 11••• 
All Other Lubr le•tlng OU 

•;· , . ,.u". fUCh &I Ito­
:c t•~~~ . h o· Htxane, or 
I~, .. ::.e:nane 

l!USSIA SPA Ill 

65,000 llbls • 

O!ftce of Merchant Ship Control , treaaury Department. 

GI!SAT :SRITA!ll 

587,.000 Bblo. 

520 , 000 Bbll . 
826,4<!8 Bbh, 

70 Bblo . 
514 Bblo . 

An) :a~c rtal from wh1eb by com~ercial d1etll l at1on there can be Aeyareted 
~>re tr~n 3 percent of aviation motor f uel, hydrocarbon or hydrocarbon 
'lxturo - Pr., l dont • 1 rt«Watl ons ot J uly 26 , 1940, 
Av1• t1on Oatol1ne. ~ 
•• ' •fino' In tho Pretldont'• re~atlont of July 26 , 19 0 . 
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TREASURY DEPARTMENT 

I NTKR.OI"'"'C& COMMUNICATION 
81 

Sophabor 24, l!jlll, 

ro SocroUJ7 llorgonthu 

CONFIDENTIAL 

Roclot ortd otorlinc tranoactiono of t ho roport l nc banko wore ao tollow11 

Sol d to co..erolal concern• 
Purcb&aed frn co•erclal coacerne 

£27, 000 
£114,000 

Optn aarl<ot otorllnc reaa1no4 at II. OJ- 1/2. and t hn o woro no reported tra.no­

ecdol\t• 

!U Canadian clollar, wbich hu ohown a wall: tondoncr of late , roconrod to 
cloto at ll-'5/Sfo d iocoli.Dt hdaT. Toohrclq1 o t111111 rate wao ll-7/Sf., 

ln l ow fork, cloo1nc q110tat1ono for tho fortlcn curronc1oo llotod bolow w r o 

u tollovea 

jzcontlno pe oo (froo) 
Braslllan ailro1o (froo) 
Oolo•b1an peoo 
llox1can pooo 
VIGIIUil&D boliT&r 
U~an pooo (free) 
C11ban pooo 

Thoro ~•r• no purchaooo or oaloo of gold tffootod b7 u o ~th foreleo COli.Dtrloo, 

fho l'odoral a ... ,... !au of lfow York roportod that tho Bank of Canacla ohi'PJ'od 
$2,J6J,OOO 1a cold fl"'OI C&Dda to tho J'odoral for account of tho k nruont of 
Caoda, for oalo h tho l ow York ~ • ..., Off1co. 

In Lonclon, opot u4 forward o\httr woro li.D~ at 2J-l/2d and 23-7/164 
rupocUnlJ, !bot u.s. oq11.1'ftlo~>t• woro 112. 671 and 42.551· 

Tho 'rruovr'• purohaoo pr1co for tordp o11Tor no li.Dch&JltOd at J5i • !IandT 
&od l!arman1o oo ttloaont pr1co for toroiD> o1lnr wao aloo li.DCbAJ>cod a t Jll-3/4¢• 

Wo aado J>o purohoooo of o1l•or toclaT. 
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n. r.,-n flf lq\-.bu 17, -lft4 rn. \M re&eral ._.,. .._ ot '" t-, 
priiOC tor<~1&1' ·~ pealUoao ot -... 11114 -...ra la lh 4lo\rlct, ro9MlM 
o•• u.. co\&1 peolU011 et aU -\rloo ,.. Ilion ,.._ o.,.t.ftlon et tJ,5J,,OOO, 
• ~~Ur-• of .371,000 la \M Ilion pellU011 olaco lop\ .. 'llor 10, lo\ obulcl• wro 
&I follOWII 

Short roelUoa 1"-rt roe1 Uoa c~ 1a 

coue\a !tptnhr 10 8Gtnbtr U Sbort PollUo .. 

locl&Dd•• $1,~,000 (Joe-c) $1,}142,000 (t.o .. ) - • }},000 
~po 2, },000 2,613,000 + )0,000 

c ..... 25,000 170,000 <t...cj - 1z;,ooo 
S.tb .t..orloa u·ooo (Luc) 6.,000 (LMc + ,000 
llpoll 2 ,000 27~,000 + 21,000 
Otl>or Aab 2.,,71,000 2,196,000 - 182,000 
All o•lloH 111. 990 (W.C) S oooo <t.o-c> u .ggg 

!o'al ., • 9Qll, 000 .,.5,,000 - tJn,ooo 

•Plu t1p (+) l.Uoa\oo laoreaoo la oMn pool\111, or ....._ b lo .. poolUo .. 

Mlau olp(- ) la4loa\OI _.,.... ia Ilion poll\lOD 0 or . loorMII la lo-a peolU-

• co N FI D E N TIAL 
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? ~Sc''. AL A:J> 
S£~:tET 

83 
BRITISH EMBASSY, 

WASHINCTON, O. C . 

Septe~ber 24th , 19 41 

Dent• t!r . Secr etary, 

I enc l ose hereir. ror 

:ro1r personal and aecre t 1nror met1on 

a copy or the lates t report received 

rron Londo n on the military a1tua-

~! n. 

:r,..., :~ono'.lrahlo 

!leli.eve me , 

Dear Mr . Secretary, 

Very s i ncerely yours , 

"ec:: or .;en thsu , Jr . , 

::r.l.to:l Sto tes Treasury , 

'lssh1n.;ton , D. C. 
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Bl"1 t1all Ma"•er1ne torJ*lod. Ulll 

-.Ilk a.ooo ton Mrobant all1p ..... l.Sth 1n 

Rolno7 8ouD1 near tbe Xol'th Ca~. On 17th 

.be attacad a.ooo ton merohant ah1p 1n the 

- area. l hi t utl.ated. 

Dl'1t1ah tanke r 5 .. 7ll9 tona 1n OGftYOJ 

alntd p.-. 2lilt near .. olland U (lht wna bl- 1n 

halt' 117 alua, attar part .allko 

,,.. l~tho t.lanbo 1Jia daapatot.d aal 

attacbd llDo1' nported l eaYI.ng Tr1pol1 tailed 

to loaata bltr bat atLaoad and aoored r~ 

hUa • tlotlll.a leader 011 ta1de bU'bOilr. 

•lght ot laht/.al!nd, owl.ng to -t.ber 

DO b011i>1ng op-Uona b)' Ro7&1 Air l'oroe. 

Yeat.trda7 Cluri.n.; oparat1ona owr 

h-• lU an~ airer att ehot d own oarta1n• 8 

pt'Obtllll:/ • 1& da.laoad. Wa loat 14 tightera U 

pUob ••~• 

OER '!AJI AI!\ ~ I. 2lat;.lllld. 

~t ~ ana1111 airaratt ••t17 angaaad 

1D •••-'"'nc and ant1•ah1pp1n3 oparationa ott llllat 

Coaat. 

Llttla doubt Oarmana obta1Dad tootbold 

""Nl. lal...S. ot O.Hlo Oers.n'a ola1a to -

bumJoad aDd tit\7 ti\Oilaand Pl'ilonara 1n ne., -

~ wall M tru.e bat anoirolad Rll&ai.a troopa ... , 

ot e it7 aUU Na1•1Da Yigoi!'Oil&l7o Oar.ana !law 

CIOilt l'ail aa1 ..-d oo=~ntoationa batwe n ~epropat• 

""*aDd. apllt crs-a. 
Regraded Unclassified



KILITm Dl'l'ELLIGK!ICE DffiSIQJ 
v jll llEP Jll!l'l!i:!IT 

Vaohlftlton, Sopto~ber 24, 1941 

'I'EII'US'IV! L!SSOIIS JIULL:B:'lill 
llo. 162 

0-3/2557-235 

Tho lnfo~atlon contained in tblo oorioo of bulletins 
will bo rootricted to items from official oourcoo Vblch are 
re&ecnablY confirmed. The loooono noceooarilY are tent~tiTo 
and l n no aen1 e mature e tudlee . 

Thlt doCilll>ent 1e bein& st••n an epJlrOTod d1otribut1on, 
*'"l no add1Uonal copies are aTeilablo 1n tbo K111tar;y Intel­
ligence D1T1tion. J'or proTlolont pTOrnln& ito r eproduction 
ooo Letter 'llG 350,05 (9-1~) K-:&-K. 

(I""BlTJO!!S Dl Gl!ilE9!l 
APRIL 21 . 1941 - APRIL 3Q. 1941 

85 

Thle bulletin, whlcb ie the third nnd 1aot of a oorloo on tboeo 
operaUono, 11 ba10d upon & report oubllli tted on lli\.Y 14, 1941, b;r an 
AQ~rican official oboerTer in Athent. 

COii'l'lflS 

1. JORCBS 

2. OPli:i!UIO!lS 

3. LOssgs 

4. CON!-!EIITS Ol' OJi'IOIAL Ol!SERVER 
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During this last 'has& of thia campoi~~ . oinco tho Greek troopo 
in Albonie. nnd in Nor thern Greece ho.d lllr eod,v ca,;>itul• tod, the allied 
troo,a conel ated of some Greek unite atill l ntBct in the Athen• area and 
In tho Pd oponnoaua and of the :Srltieh Expodltionor.· Force - less what­
ever auxiliary forcea and oateriel ot the roar inst~llations , including 
th.e Air Force and 1 ta ground personnel, t hat had already bern evpcuated. 

Tho nuwber and cot'tJ)Osi tion of the f'orcee utlllu:d b:' the Ger::wta 
in thll phaao 11 not known, but It 11 believed that a great ?Art , !f not 
all , of the Gerlt&ft armored, ootorl:ed., and mountain troo!)e \~:Uc!l were 
txertinc preaeure on the Brltieh along the high &round north of Le:isaa 
continued their pursuit dov... to the Thercopylae Line at least : hov '!!UCh 
of t~ia force continued the ~~bae~uent purauit down into the ?elopor.­
noaua ie not clear . And it is kno>m t hnt ootor izod, no.d possio~v 
armored , elements of the Ger~~ force vhioh hnd branched off via Grevena, 
oubooquentl,y penotrAted to l.:l .. olon~l , and tho:r are believed t o hnvo 
croaaed the Gulf of Cor inth to the Pel oponneeue an1 aaaiated in the 
~~,in6 u, of that region. 

Excevt for the action on ~ril 21, t horo were no ] ritish plP~e• 
to tuppor t or protect t heir troops during thil lnst perio~ .• and the 
n~erou• Gercnn ~lanes operated entirely unoppoaed in the air . 

? , Ol'i\i!ATIO!IS 

a, Aw11 ?l 

On April 21 , Yanb.a vu reached by O..r.:w: troo;:>o . ;'he 3rithb 
rorcea on the '1b,grgopylae Line were tt!:IPOrarlly out ot eor.ta.ct vtth the 
Ger:s._'-"t•, whq vero evidently covin& U!) ocn and. oateriel. 

Ceroon plano& in great n~bere bo~bed and machine-g~~~ed ship,ing 
nnd lln.'l,V towna , villages , ports , end alrdroi!>Os , par ticularl,y In Attica 
a.nd n.t Pira.ouu , Eleusie , Hogaro., Loutrold, Theboa, Agrinion, Atalanti , 
Md !Unolonflhi but t he bombing• were l1t;ht . An Italian boooer attacked 
Xalrwata. Five ' Oerocn pl enee were ehot down by Groo!: antiaircraft fire 
and tho :Sritiob claimed t hat 20 mor e wor e thot down b;r Bri t ish fighter s ; 
tevon of thoae fighters were los t. 

"Attached to thla bulletin i& a ~ vhich oho~• the locBtion o! ell 
)leceo nentioned in thi& eerie• of r o,ortl on t~o Greek c~aign. 

co:rm:-:z.u. 

- ? -

Regraded Unclassified



8? 
CO!ll'ID:Ij!flW. 

Tho Britloh evacuated by &lr to Croto, five Elonheimo and !ivo 

Burricanea, the laat ot their 1erviceable plane• in Groeca , and con­

tinued tho prenouoly bef:UD OTeouaUon 'try boat of their &lr service 

uound J)<lroonnol and stranded fl;rtn& personnel. 

Demoli tion• were prepared by the Br1tiob on tbo road running 

east fro= 111nolongh1 and on tbe rood nmnillo!l out rla Patras . In order 

to dele;, M:T attoll!lt on t ho part of tho Ger.....,o to J)<lnotrate in roar o! 

the Britiob forcoo holdin& the Thor~opylae Line , detachment& of Groek 

troope ~ere poeted in the vicinit;r o! ~~aaolongb1 and Greek end Britiab 

detachcenta were poated near Patraa. 

b . @11 22- 26 

Detail ed information ao t o the oporotiono !rom April 22 to 

A:>r 11 2S 11 not available. It 1o known, hovovor, that Australian and 

ltev Zealand W11ta vere hol41ng the !'bftroowlae Line, while the o•acuatlon 

of peraonnel , continually bbre.aaed b)' Gercan aviation, proceeded. U 

far ao could be ~ocert&lnod, the ~rto and beaches in tho vicinit;r or 

Chalcia , Piraeua , Rafina , Porto Ratti, Naupl t o., ~.tonemvnotia, Kalomata, 

~ poooib~v other placeo, vore uood ~ tho Eritlah ao eDbarkotioo pointe . 

.La late ao the a!tornoon and evoa1ns of .A:pril 26, troopo poured tbrou&h 

Athena in trucka which were evident l.y headed !or Ra!ina or Porto Rt.fti. 

German plonee, in creat numbers, continued their unrelenting att~ckt 

along the eoaat• on towne, vill agee, eh1~1ng, and even amell boat•. 

The Brltiob Headcr<Uil'ters in Athene left the c! ty on APril 34 , 

and 1t 11 believed that Genorol Wllaon, end at leaat eo=o of tho peraonnel 

of hio immediate atatf, wore ovaouatad 01 plano that nient. Germon 

troopo , pushing aouth along the veat coRat , penetrated to the vicinity 

of K1ooolon&h1 . 

On APri l 26, it wae eubse~ontly learned, German por~chutioto 

were dro,ped ln the vic ini ty of Corinth , fol lowed by air lnfontry which 

landed on tho partially Coll!lloted airfield in that orea. The brld~e 

over tho Corinth Canal vao bloYn up 'try tho do!ond1~ dotachloent of 

Britioh troops , and reporto indicate that the cuualtioo MO~ th.o Genoao 

parachute troopa ~ere rather hear,. The estimates on tho nucber of par~ 

cbutiote droi?Ped in tbio region vary from 800 to oever lll tbouoand. The 

P&rachutloto blocked the oouthvard paooage o! ooce 3ritioh motor detach­

menta vh.tch were atteq»tln& to reach the Pelopouneeut, end d.iepertod the 

Britioh antiairora!t unito ln the vtolnit;y . Tho arrhal of the par~ 

chuthto and air infantry '"'" cloeoly protected by lov-tlying German 

bombero end ttgbtere. 

c. ARr11 27 

At 8:35 A.l~ .• APril 2?, advonco portioo of motorcyolhto raiood 

OO!lFIDMW, 
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lobe German fla& on the Acropolis in Athens . At about 9:30 A.ll. tho firot 

large UDita of motorized Ger~ troopa entered the city. The occupation 

vas effected ayate=atically and without incident. So~ dayo grior to 

thiO, tho Kin& and moat ot tho membero of tho Oovern110nt had depe>rted by 

plene for Crete, leaving only a milit~y Governor in command at Athena . 

d. A.,rn 30 

'!'he Germano announced on .April 30 that all Britioh troopa in the 

Palo~onnooua had been completely vnn~ished. '!'he City of Athano waa 

never bombe~ by the GerQ&na, but it and Salonika wer e tho only two, 

pract1eall7, MOn& the cl tie a, tovna, and even village: a of Cree eo Wich 

had not received aor..e d~ &t leaat ft'Ol:l the Geros.na, princlpAllJ froa 

the air. 

3 . LOSSES 

a . British 

'!'hero io no information available ao to the number of Britiob 

killed and wounded, but that uucber io not believed to have been high in 

operation• sgeinat ground forces, elnee the action ot the Brltlab troo?• 

from tho very beginning ,.,.. a vi thdraval action. In moat casea the de­

air ed delay of tho Gernon advanco wao effected principally by de:olitiono 

and road block• and !n tow inatancoo , o.warontly, did tho l!rithh find 

it neceeeary to put up & deter=dn&d defense for ~v lencth of time, ex­

oe:>t pouibly on t he '!'her:DO;>Ylne Line. 'i'l:.o 3r1Uah evacuated ao110 

wounded and left about 160 seriously wounded in t\10 hoapitala in the aul>­

urba of Athena. The nunber of ! ritiah uoundod in tho retreat and evacua­

tion of a portion of their forces in the Peloponnesus lo not yot known . 

2here , alao, it 11 believed, however, that tbo nucber waa not great, as 

in QOOt cases the troopa etcaped or wurrendere4 atter a brief reeiatanee. 

According t o a reliable report tho Oermono h~ve t he following pri ooners 

concentrated at Corinth: 

298 British o!!icera- including one General: 

~:~~ ~~~~~t:~~~·~~;i~::~a;~~.=~wH;::!~d~!i~~~
1

~~bo . 
etc.; 

1,400 Palaatiniana - Jeva: 
386 Tugoalav ot!icera - including tour General•: 

743 T~oolev aoldier a . 

'!'h ... nsur•• do not include roo Bri tiah priaonera !cno•<n to be 

at Uepra, and at least. 60 atregg.lora knot'l'l t o have aurrendered at Athent 

o!ter tho occupation. It ia thought that there are a good ~ lritish 

ooldlera a till M largo , ~>rincipally in the Iltbrus ot Corinth erea ­

vhere tl•ey were ac&tt ered by parachutiat• - an~ on the 1oland ot Euboca. 

CQ!l1IPS!l'lW. 
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The exact number of theae men, who mu..t eventuall1 eu.rrender. ia not 
known, but it 1lllq rw1 into aoveral lrund.redo, all told. !!or 11 it ·known 
hov liMY :9rit1ah troope were loot by reaoon of Ger.,.., o.lr a ttacks after 
they had euoceaded in embarking, l~1t of the embarkation w&e effected 
at night , but in mAnY inetancea the ohipo , in their flight !rom Greece, 
vera at1ll within reach of GeroN> bomboro when dawn 08r.IO . 

It ia believed that the Britiah loot tho greater part of their 
DOtor vehicle• in Greece, Aa an indication of their loaaoa, it might 
bo pointed out that about 900 motor vehiolol vero counted in the Ratina­
Porto Ratti area, abandoned and more or 1011 deetroyed, intentionally. 
On t ho road between Athene and Eleu1h about 200 more wor e aeen, £nd 
th .. e tvo aro&e con1tltuted only a 11Mll part of tho torritorl' involved. 
Accor~~ng to 1tatocents of Britioh 1oldlor1 and of other trevelero 
thrOUSb the area of the action north of Athen1, there are British motor 
.. hiclel ICattered all along tho Uno of retreat; and evidently a great • 
~ ve.re abandoned in the Peloponnewa. In moet l natancea, aince 
O?aeu&tion vaa made fro~ beacbea, lt waa i~ealble to evacuate heavy 
materiel, Thoro ia no information ae to tho number of British field and 
antiaircraft ~~ abandoned, Rritiob ooldlero ·~ that moot of the 
armored vebiclea vere los t in northern Greece , aa =uch !rom cechanical 
di fficultiee aa from ene~ action. 

b.~ 

It ie not belloved t hat the Germen l oaaoa in men or materiel wer e 
heavy during their campaign in Greece. '!'here may have been demage in 
opoto from Rri tloh air a.ctlon, bnt the l!ri thh were not able to bring 
onoucb maa1 and ~eight to bear to conatituto a oerioua factor ageinat 
the ovorpowarlng GerJ!18ll numbers of men and materiel. In ooat cases, the 
German air force paved tho YS¥o eo that the e;round forces bad ..,.1n1y to 
contend with n&tur&l obotaclea on~ demolition•, rather than with actual 
flptlng. 1/ben l!rithh llea.dquut oro left Athonl on or About April 34, 
it It known that tho Rritlob bad only 200 GerD&D prhonero, Vboa they 
took &VS¥ blf boat . 

c. ll.t.o:k 

llhether or not Greek troop• vore actually engll(led during thio 
ph81o io not definitely known, though it il believed t hat Greek dotacb-
mento offered re1iatance in t ho foro of dol~lng actiona in tho region of 
Mlooolougbi and poaaibllf in tho Peloponnooue , particularly in the vloinit< 
of Patr&a. fl'here ia reason to thh'lk, however, thtlt caeualties '"era not 
high in any caea, a• reliance tor del~. ae elsewhere, wae placed pri­
marily on demolition&. The principal looo to Grook peroonnel - Including 
tho oivllian ?Ouulation - and materiel, wao oeuood by attacks by the 
O..r~:~an Air :ro~c~. All oh1Pl>ing in Greek watero ouffored heavily from 
air attacko. lo1 ttle infor10atlon concerning t he Grook llavy 1a available, 

CO!lPilll!l!'!UL 
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~~ i~ io knovn ~hat tho old, obaoleto cruioer 4yerott - formerl7 the 
u.s.s. 1!1niu1ppi - eocaped to Alexandria, and 1t h tholl&ht thot about 
hAlf of tho deotro)'Ore, and perho:;>l a larger percentage of tho submarine•, 
aloo oocapod to Crete or to Egypt , Unconfirmed reporta indicate that, 
during tho toii!PCraey dobocle about ~ril 18, 'llbon high officer& of tho 
u~ey, .Ur Force, and Navy told their mon in ffWJ;f inatancea to go home, 
thoro were oeveral incident• re!ultin& in mutinioe in Which the younger 
officer • and creve took pcoaeelion of t be ebipo and got away. 

•• Q.OIO:l!:!lTS Ol' OUICI.lL OBSEJIVEI\ 

There 11 reaaon to believe that there va• a certain acount of 
dot oatioa and dioaffection among the hicbor ot ticoro ot the Greek ArQy 
Ia rupoct to r eohtance agalnot tho Oer....,o, and tllia undoubtedlJ' had 
an untaYorablo effect on the 1110rale ot certain Graol: unite, part1cularl7 
t.hou naU onod in northern Greece at tho co..,.nceunt ot the Gercan 
attack . On t he other hand, the Greek troop• holdiD& tho defensive line 
out ot the Vardar Rivor fought well &,~;alnot the Gercano , And the Greek 
&r'IY in Albania, even after haviD« tough~ a hoartbreeldng cacpeign 
through t ho ~orrible winter conditiona, t all baCk in good order when 
order ed t o do eo , repuloing Italian attack• and bringing back practicoll7 
all ot ito o~ipoent at the same timo; they oven continued to take 
priaonore repoatedl7. 

In addition to the overwhel ming Oor=an auPoriority in numbora aod 
in materiel of all kinds, notabl7 aviation, aroorod vehiclea , aod ~dern 
veepona, tho outatanding characteriatica or the German forces are their 
extreme mobility , the co~leteneaa of thoir equipment , their doctrine of 
offenlive and e&,greaeive action, with 1te contoquent maintonsn.ce of tho 
initiative , and the coordination and t e&D-vork between their armored and 
=otor1ce4 forcoa and between their l and foreee and their aviation. 

The C>Orale of the Oor"4t1 troopo -ar• to bo good; ~t the Oer­
IIGDI do "ot appear to be lllllmZ· ibl.o aq ba parUal17 explained by ~ir 
natural unde:=onatrattveneaa. but there 11 ro&eon to believe that ~ of 
tho rank and tile are growing ao...W.t voaey of the contitmal atraio, 
tho r eotrictiona and nrivationo to Which t hB7 have been subJect ed for a 
loD& period of time, pd tho teet thot the oori oa of victoriouo aggreo­
oione and tho eubJugation of pract ically tho entire continent of Europe 
havo not brought peace. It therefore r emalno to bo eeen whether the 
Oer~:~en aorale will wi tbatand mill tar:r r evoroet. 

CO!IJ'I!ljlm'W, 
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:1-2/2657-220; No. 501 II. I. D., lf. D. ll:OO A. II., Septed>er 24, 1941 

SI'ruATIOII REPORT 

I . Eastern Theater. 

~; German forces continue their attacks around Lenin-

grad. 
Germans report that the actions east of Kiev con­

tinue and the Russians are now co~reaaed into two scaller areas. 

There is no further Wormation froz:> the S!:l>lensk 

front (inelu.sive) to the Black Sea. 

Russians cla~ counterattacks at ~ places along 
the front. Probable actions northeast of Poltava . Russians report 
success at Novgorod-S.-.ver sky. Portiticationa ot Kharkov are being ex­
tended to the west . 

Air : Main German air effort was directed against shipping 
in the BaltiC and Black Seas nnd in the :lulf or Finland , with consider­
able success reported by the Oerrrans . 

II . tiestern Thenter. 

Air: No reports have b~n received o! action by either side 

in this theater. 

III. W.ddle Eastem T!\eater. 

Ground: tlo activity ot ~rtance was reported today in the 

~ddle Easr.--

t.ir : Bri tis!> planes raided Benj!hui , mile ;.xis forces again 

attacked T~ruk on the 21st. 

RESTRICTED 
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DRAFT OF 

SECRETaRY WRGEliTHAU'S SP£ECH 
to the 

AJ.U,.RICAtl BAHKER' S ASSOCIATION 
AT CHICAGO 

OCTOBER 2, 1941. 

Three weeks ago I warned the American people that 

we were in the early stages of a ser~ous price inflation, 

and that we must deal with the danger at once. I warned 

the American people then, and I should like to repeat 

the warning at the very start of this talk today, that 

if we do not check the spiral of rising prices, and check 

lt now, the consequences may haunt us and our children 

for years to come . 

I outlined then a twin protr am for fighting inflation, 

firs tly by reducing excess purchasing power in the hands 

of the public , and simultaneously, by increasing the supply 

of goods, like farm products, which do not compete with the 

over-ridin& needs of our nat ional defense effort . 
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I eaid tlan, u4 I .-.t 1t u eara11tQ' 11 I ban 

ner aeant &DJth1Dg 1ll publ1o ll!e, tbat 1t waa •eheer 

folly• for the farmer to eeek higher prloea for hie 

cropa at thie tlae, for labor leader• to aeek continual 

new 1noreaaee 1ll wagea, or for 1DJ group to exploit the 

preamt -raenor for e.Ullh gaiD. 1Dd I .. kea for 
• 

the under•tana;uc Ud ~t of 150 •"•" bal'loana 

in fighting the n11 ot tnnatloa b7 enl'f •an• in tilt 

ia.lnletration•a power. 

That appeal baa brought an oYtrwhelainilr faYorable 

ruponae. I ban nner kno11Jl anrthlllg Uke 1 t einoe I 

oue to thl Trt&IUI7 eight real'l ago. Yet the prioll of 

maQ1 ataplee are atlll on the upgrade, on the apparent 

aaau.ptlOA of eo .. oomDOdlty dealera that a reaponeible 

·.· 
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member of this Administrat ion does not mean what he says 

and does not have the power to implement his words, 

96 

To such false interpreters of the Administration's 

mind, I should like to say only t his: that t he Govern­

ment at Washington is united in a determination to fight 

and beat inflation. It already has powerful weapons of 

control in its hands , If the Administration needs more 

pov:er, it will ask Congress for whatever it needs , It is 

just as determined to beat down the forces of inflationary 

folly as it is to defeat , at whatever cost, the forces 

of military conquest that are running rampant across the 

earth. 

You have seen, no doubt, the joint st atement issued 

last week by the Federal Reserve System and the Treasury, 

raising bank reserve requirements to the limit of the law, 

• 
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IJid pledgillg full cooperation with the Ottioe of !'Pice 

i dminiatrat ion &Dd the new SupplJ &Dd l'Pioritiea 

illooationa Board. That joint atatement should be a 

97 

eignal to aDJ doubtera of the ldalnlatration•a deter­

mination and unit7 of purpoae. Thoae who ignore the aigD&l 

will do so at their own coat. 

There 11 no need tor me to tell thia audience of 

bankers of the need of common effort, on the part of everr 

group and ever7 individual in the oommunit7, if inflation 

h to be averted. You han aho1111 abundantl, in the put 

fear that rou are oonacioua of rour dutiu and rour reapon­

aibilitiaa to the oountrr. You have given magnlfic~t help, 

and given it unaeltiahl, and oheerfull7, in the aelling of 
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Defense Savings Bonos and St affips . You have gi ven 

furtt. cr he l p in the sale of tax anticipation no tes 

1,1 icJ-, v:ill enable every taxpayer t o meet next ye!l.r's 

h~a·l}' tax bill more easily . You have co opera ted will ingly / • 

. ill H e mreasury ' s control of forei:;n f \:1\'is , although 

I i.no~; tht it interferes with the free handling of your 

business affairs anc.. subjects you to many cott~pl icated 

regulations ana questionnaires . 

In all these and other ways you have been such real 

p~ ~tne rs of the Government u .at I am genuinely glad to 

be r.i lh you t his morning, to thank you personelly for 

all that you have done, 

But the mos t important task of American b~nke t•s lies 

··1 cad, in the cri tical months to come , I\11C it is a broader 
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and bigger task than any you have yet been called upon 

to perform. That ia the task of doing eve17thing i.n 

your power, not only ae bankers but ae influential and 

respected leaders in your communities, to fight thie evil 

of inflation wherever it rears ita ~head. 

Many of you will remember, from your own experience, 

that iD!lation is just as damaging to bankers as to 

farmers, wage earners or businesamen. We had a price 

inflation twenty- five years ago; and while there were 

sins of commission in those days which we have not re­

peated and will not repeat, the present course of prices 

is following the old pattern with remarkable precision. 

We know now that the great increase in bank loans 

and investments from 1916 to 1920, an increase from 17.4 

to 36.4 billion dollars in f ive years , and the resulting 

... 
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increase in deposits, from 14.9 to ~0 . 5 billion dollars, 

made possible the great increase in prices which brought 

6UCh hardship to American consumers and such disastrous 

after-effects to American farmers . 

We know now that far too much of that increase, an 

amount between five and six billion dollars, represented 

an increase in Government debt held by commercial banks, 

and loans on the security of such debt. 

We know now that the inflation of a quarter-century 

ago, with all of its injustices and dislocations, could 

have been avoided if the Government of those days bad 

acted more promptly, if it had taxed more heavily and 

borrowed more widely from genuine savings • 

• 
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When the inevitable collapse came, no fewer than 

2,910 banka with 790 million dollars of deposits were 

compelled to suspend operations in the five-year period 

from 19~1 to 1925. Humpty Dumptr had climbed to the top 

ot a very high wall, and many years of effort were needed 

to pick up the pieces. It is mf job as Secretary of the 

Treasury, and yours as custodians of the people's money, 

to make sure that any present-day descendants of Humpty 

Dumpty shall not go climbing up that wall of expanded 

credit and higher prices again. 

That ia why mr first plea to you aa bankers is that 

you look minutely over your own lists of applications for 

loans. Those lists contain within them much of the ammu-

nition of inflation. You have within your power, therefore, 
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one of the most effective weapons for checking inflation 

at its source . You are sure to find, on looking over 

your lists , many applicati ons for money for non-defense 

projects that would involve competition for steel or 

copper or lumber or any of the thousand and one materials 

now needed so desperately for our defense effort. If you 

can postpone all such unnecessary loans until a later day, 

without waiting for the priorities to become broader , 

you will be doing a real and l asting service to your 

country. 

• 
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1s the priority system spreads and beco~ea more 

effective, we probably shall find that the supply of all 

c-1 'f/.<. J o"" u .. 

ral"l materials for all purposes will have to be controlled • 

in the interests of national defense ; and that will mean 

that there simplf will not be enough materials for UJ1 

unnecessary civilian projects. But until that day comes, 

I hope that you will constitute yourselves the sentinels 

of the nation, in your own bank and your own community, 

in guarding against a~ private encroachment upon the 

national effort. 
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Another essential service which you can perform 

is quite simply to teach the people of your communities 

the facts about inflation and defense financing, and 

about the si tuation in which this free country stands. 

You see in your daily work men and women from many 

'~· walks of life . You are in a position to adviae them, 

e.nd your advice often carries as IIDlCh weight as that 

or a doctor to his pat i ent or a lawyer to his client . 

I know that in the se serious times you wil l give the 
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right kind of advioe, and that rour influence col-

leotivelr and individuall7, will be thrown onto the 

'1.,....... 
aide of ~e Government in ita efforts to keep inflation 

in che~:k . 

I think there is a real need of ~:onvin<:ing the 

average citizen, right now, that he will have to a~:~:ept 

far heavier burdens of taxation. There is a real need of 

preparing him to do without m.aJll luxuriea which he bad 

come to regard u neceaaitiea in hia dail7 life . ibove 

all, there ia a real need of persuading hila that this war 

can not be won quickl7 or cheapl1 or eaail7 • 
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It will require all- out effort on our part to tip 

the scales in this war . It will require every ounce of 

strength that our giant industrial qatem can give . It 

will demand sweat and sacrifice on the part of producers, 

workers, IUJ18gers and conaUllle ra alike. illd it will uan 

the greatest Government expenditure that haa ever been 

pumped int o the arteries of our eoonomio 11atem. 

Defense expenditures have now riaen slowly to 

a bi llion and a qu.arter dollars a month; they will soon 

be a billion and a half, bllt enn then ther will be 

• 
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utterly ine.deque.te compe.red to the need. Yet our com-

paratively modest defense expenditures up to now he.ve 

put ~lliona of dolle.ra more into the pocketa of our 

workers in iugust thia year than in i uguat a year ago. 

We have olll1 lll&de e. a tart in a pending for defense, yet 

our national income baa increased by ten billion dollara 

in a yee.r, and we are feeling e.ll the preli~n&llY 

symptoms of a eerioue price inflation. What will t he 

intlatione.ry forcea be six months f rom now, when we ahe.ll 

be spending 11111ch faater and when the auppliea of materie.la 

for civilian uae will be smaller than they are todq'l 

Vfuere will pricea be then, if we do not act courageously 

to check them now? 
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It is imperative that we take a great part o! that 

national i ncome , and especiall 1 the increase in the national 

income, r i ght out o! circulation at this time it we are to 

put an e!!ective brake upon inflation. 

One i ndispensable method is 8 all-out• taxation, 

a method that has not 1et been tried in spi te o! the huge 

tax bill just signed bf the President. That tax bill wi l l 

rield almost fourteen billion dollars in revenue, !rom 

_ __ million individual t&xpqera, but in rq opinion it 

atill contains m&DJ inequalities and maDf omissions which 
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will have to be oorrected next year. 

It does not even make · a start t oward ending t he 

exemption of State and municipal securities from Federal 

taxation. It does not deal fairly or adequately with 

the rich profits of huge corporations which now escape 

excess profits taxation merely because they have earned 

those rich prof its steadily year after year. It enables 

many wealthy taxpayers to esoape their fair share of 

contribution by preserving the separate return for husband 

and wife. It does not deal directly enough with many 

luxuries tha t woula produce a rich harvest of revenue, 

and it does not bear down hard enough on durable goods 

for consumer use which cause competition with the defense 

industries for raw materials . 
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11.0 
The next tax bill will haTe to be a genuinelJ •all-

out• bill, a genuine leT,Y upon all in accordance with 

their abilit7 to pay, if it ia to be an effective weapon 

in the fight against inflation. 

The second indispensable method of drawing off 

exoeaa consumer purchases ia by borrowing as .uch as 

possible from the genuine aninga of indhiduals through-

out the country. We oould al118.ys go to the banks for the 

bulk of our financing; I have said repeatedly that this 

would be the easy way. We proved that early in the summer 

" 
when the Treasury sought 600 million dollars in notes and 

received no leas than eight billion dollars in aubacrip-

tiona in two da;ya. 

But we should be repeating the errore of the last 

prioe inflation if we made it possible for bankers to stuff their 

, ...... '• . 
I ....... • I • \ 

(). ' .. t• (~., 
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vaults with Government securities. The way' to proceed 

is to finance our needs without adding unneo~aaarily to 

bank deposit s , to borrow instead from small investors, 

and thus 'to reduce the inflationary pressure of our swiftly 

rising national income. 

The Defense Savings program has now been in progress 

for five ~onths . It has yielded us a billion and a half 

dollars from million individual investors. The result 

so far is certainly not below our expectations , but it 

certainly falls short of our needs. It falls short ·eape-

cial ly in that it has only begun to reach workers' pay-

rolls. Every one of the great national labor organizations 

,,. .-~ .. . ,,. . 
has given its endorsement to systematic saving, and payroll 

A 

allotment plana are now in operation in more than five 

• 
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thousand factories empla,ring million workera. 

our strongest efforte must now be made in our great 

industrial centers, and must be directed at t he good 

aenae and patriotiam of the workere themaelYee. 

I am not interested in the old Liberty Loan 

method of fixing money quotas for oorumunities, trades, 

labor unions, school clasees or indiYiduals in thie 

Defense Savings program. The onlJ kind of quota that 
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~ould interest us at the Treasury now would be a quota 

in terms of the number of individuals in each community 

~ho are gainfully employed, and who are earning more 

than they did. I can see no value, either in terms of 

econ.omioa or of morale, in high-preaauring people to 

take money out of the savings banks . But I do see 

a great benefit, financial and moral, in persuading 

spenders to save for their own good and their country' s 

good. The time for free-and-easy spending is past. 

It is time for all of us to realize that the party' s 

over n.ow. 

• 
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The JdDd o! apellding that I aa ..,,t t.DXioua to 

divert into Defense Savings Bolide 1a the spending produced 

b7 bonuau aDd pq lnoreaau. I aa thinldDg partioularlJ 

of the boJWIU 11h1oh 1flflr .aber b&Dka aDd thouaallda o! 

other buaineu houau 1lltell4 to pq at Chrht.aa-tiM. 

I ehould lib to 111 rn17 Chrhtaa boDIII in the United 

Statee paid in De!enae SaTiDgs Bonde or Stamps thie ·rear. 

The banks o! .AJurica om start the !uhion ao that it 

' will eweep the oount1'7. There could be no finer uuple 

to the public thm thia, no 110re atrildng exhibition of the 

tpirit of th.••• tiJIIIa, no bettu aafeguard for the dqa o! 

econolllio a train that are aure to follow the war • 

H 
( 
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In spite of •ch that baa been written to the contra17, 

1 8ll! convinced that we are on the right track in our Yolunt&J7 

JD.ethod of spreading the Defense Savings habit among the 

American people . There are vast reserves of willingness and 

patriotio among our people it the;r but underetand the iaauea. 

The other dq I attended a union meeting in an automobile 

!acto17 town in lfichigan, and I cau awq convinced that 

patriotism runs deep and strong in the blood of American 

workers. We at the Treasur;r believe that the Defense Savings 

program baa already awakened a greater eenee of pride in America 

and a greater eenae of participation in the national effort. we 

shall continue along that road, and I aa perfectl;r confident 

that we ehall reach yaat numbers who have never before owned 

a Government eecurit;r. 
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In this effort the Tr easury will continue to depend 

&reatly upon the bankers of America, not only as its 

a: ents in selling Defense Bonds but also as missionaries 

in spreading the gospel of savings. There are no 

commissions for bankers in this work, there should be 

none, and you have asked for none. But there also 

should be no unnecessary burdens or inconveniences to you 

in performing t hi s work of national service, 

• 
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I am happf to announce to you this morning that 

it will no longer be neoessar7 for you to put up 

collateral for the Series E bonds which JOU ~7 keep 

in stock for customers. I hope that this will relieve 

the banks, espeoiall7 the small banks, of a real 

burden, end I hope that JOU will not hesitate to tell 

me of any similar burdens which JOU feel ~1 be 

hampering you in the eale of these bonds , 

U? 

Wider savings and heavier taxes will not, of 

course, be enough in themselves to cope with the inflation 

that now confronts us. I have alreadf suggested en 

extension of the Social Security program as a possible 

method of absorbing several billie~ dollars of next 

year's national income and thus building a fur ther reserve 
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!or the future. I have already suggested, not once ~ut repeatedlJ, 

that the Government cut down immediately on non-defense expenditure , 

not only ae sound financial policy but as sound anti - infle.ti onary 

practice. The price cont rol bill is about to be repor ted to 

Coniress, and it may be a stronger and sounder bill than when it 

was firs t introduced. 

I hear i t said from time to time that the combination of 

( ccergency taxes , pr iorities, savings and price-control will cause 

sone inconvenience, some hardship, some sacrifice . Of course it 

will . •::e are now engaged in a world struggle that will call for 

all our energies and all t he qualiti es t hat have made ~rica 

great. How can we possibly win that struggle without sweat and 

stra in? How can we hope to win it unless we first throw onto 

the rubbish heap all ideas of business as usual, pleasures as 

usual and comforts as usual? In my opinion complacency is more 

( 
dan~erous to us today than Hi t ler's panzer divisions, for it saps 
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olll' will and clouds OUJ' llillda, and 'bllDaa ua to the atupellllona 

she of the job that oontronta ua. 

I know that we o&n conquer inflation on the home front if 

we act now, juet ae I know that we o&n ensure the defeat of 

foreign t)'raiiiif it we rouee oUJ'selTee in t iae , lloat .blericana, 

I thlnlc, are beginning to see that they han a ~raonal stake 

in the fight against inflation, juet &I aoat of thea beg&n long 

ago to au their ind1Tidual stake in the dutruction of the .Uh 

war maohine. I &m confident about the outcome on both fronts, 

becauee I belieTe deeply in the oammon senae of the llerican 

people. I bellen t.hat lt the people are ahown the light, they 

will sea; if the people are shown the way, they will respond. / 
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Pro sent: 

H.l.!.Jr: 

Johnson : 

!r .t:.Jr: 

Johnson: 

J.!r . Morris 
Lliss Chauncey 
J.!r. Johnson 
J.!r . Gast on 
l!r. Thompson 
llr. Bell 
l.lr. Cochran 
Yr. Baas 
l.lr. Graves 
llr. Odegard 
J.!r . Schwarz 
Mr. Kuhn 
Yr. Whi te 

September 25, 1941 
9:45 a.m. 

Herbert, I have Johnson over here because I 
just want to handle this one thing with 
&im, you see, because I am in complete 
disagreement and I am rather disappointed. 
~~t the hell, Johnson, do you expect this 
man to do before you fire him? Do you 
want him to shoot sanebodtl 

Well, it is merely the method of firing 
him that I am recommending on. 

1.20 

You are asking to let a man resign, a CUstoms 
agent who is helping somebody to smuggle 
a hunAred and fifty thousand aollars worth 
of merchandise into this count~ 

No, sir. 

• 

• 
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Oh, no. 

How do you mean, "No, sir"? You don't know 
that he wouldn ' t have done it . 

I am fully satisfied on all the records we 
have got - -

ll0\7 can you take a man like that - take his 
word? He puts his labels on a ~ug~ler's 
work and you take his word that he J.s going 
to take those labels off when he comes in . 

In t he first nlace, I don't believe that 
Coty, the firm, would participate in any 
smuggling into this country. 

But the fact remains, Johnson, the fact 
remains that a Customs A~ent permitted hi s 
name to go on a smuggler s box with a 
hundred and fifty thousand dollars worth 
of stuff. 

(llr. r.hite entered the conference) . 

Not a smuggling into the United States, I 
am convinced of that. If I 1rere not , my 
recaanendation certainly would not --

How do you know he wouldn 't have let it 
came into the United States? Supposing 
he hadn' t got caught at Bermuda? Supposing 
he hadn't - what oasis have you got to 
believe that this fellow - if he wasn't · 
caught at Bermuda that Butler I'IOuldn •t 
have smuggled this stuff in? Give me any 
basis . 

In the first place, his record with us is 
one of honesty so far as his Government 
activities are concerned. 

• Regraded Unclassified



H.!J.Jr: 

Johnson : 

R.!!.Jr : 

Thompson: 

ll.~!.Jr : 

r.as ton : 

122 

- 3 -

Oh, for God's sake, look here . Don ' t -
I am no kid. On September 11th this man 
was told to discharge hi s man, September 
11th, 1940, and he writes on September 11th, 
1940, because 1!r. Wait has no choice in the 
matter and cannot leave until it is settled, 
"D. A. has left~ service . " On September 
11th, 1940. 

That is right. 

ond when he comes back this man is still 
in the service and you take th• t fellow' s 
~rd. I don't know what has happened to 
you. I am shocked. I am really shocked. 
Now, I didn' t say a word, not one word, 
to this man (Thompson), you see , did I1 

No, sir . 

I just sent the thing in cold. Let me 
tell you what be wrote. I said, "Please 
revi ew this. " I made no comment of any 
kind. 

This is what Thom'Oson said, "In view of 
the seriousness of the case &&alnst Treas­
ury Attache, J. Horner Butler, I feel his 
dismissal ~uld be warranted. It seems to 
me inexcusable for a Customs official, of 
all people, to be guilty of any deception 
such as he is guilty of , particularll 
where a f riendly nation is involved . 

Don ' t vou think it wo uld be well for him 
ac tualiy to review the papers in the ca3e? 
Uas he had any of the papers in the case 
to rcview1 

Yes. 
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Just the memorandum, 

I g&ve you yesterday this big thick 
envelope on the oau and you didn't 
take it with you, I don't think you 
have reviewed the case. 

No. 

Well, Herbert, I am really shocked to 
think that a fellow like this should be 
allowed to be resigning. He is a liar. 
He writes in hia own letter - the fellow 
saya on September lli 1940, he leta his 
man go and he ia sti 1 there . 

Well1 of course he may not have bean 
holding that man over there . We don't 
know whether he has or not. The man 

123 

may have been just at loose ends in Paris 

But why give the man all the breaks? 

I think we ought to look into that. 

Why give a man all the breaks? \'~hat does 
a ?allow have to do in the Customs Service 
before you fire him? 

I definitely think thh man should be 
separated imnediately from the Service. 
There is no question about that . It is 
merely the question of the method of 
getting him out. 

But llhy let a fellow - here this man -
you take it for granted that if he hadn't 
got caught in Bermuda he would have come 
in here and taken those l abels off. 

Well, the thing was so crudely done there 
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would be no question about their discovery, 

And Herbert, you say you recal l that some 
months ago we ordered Butler - well some 
months ago is just a ye81' ago . ' 

Yes . 

I am goin~ to ask to hnve this thin~ - please 
r?view this.th~g. Herbert, if you aon't 
m.md my saYJ,ng l t, I think you are letting 
him off too easily. 

There is no question the man ought to leave 
the Service instantly. The question i s 
whether we do it with the least fus s and 
feathers or do it through tho process of a 
trial , 

I mean when you sny - I don 't know who 
told you it was some months ago. Some 
mon ths ngo was just twelve months ago. 

That is right , I didn 't ramember just h01'1 
long ago. It was a year ago, 

I frankly am shocked and I am going to ask 
you please t o review this thing. '.'li.ll you? 

'./ell
1 
it is just a choice - a questi on of 

whether we v1ant to tr'J h.i.m and prolong the 
t hing and subject yourself t o the boobardment 
of letters from pracinent people that you 
will have or Just tell the man, "Let us 
have your reslgnation and go. • 

I would try him. 

There is no question but what v:e have 
complete grounds for filing charges . 

\',hat do I care i£ Bernie Baruch is a friend 
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of this fellow'l 

And Francis Biddle and three or four -
half a dozen Senator s. 

I don't care. 

Our onlr_idea was just to get rid of him 
as quickly as possible, 

Since when do we care where the chips fall? 
That is something new, 

Let's file charges right a..,, then, 

That is something new, 
' 

There is no question of our having ample 
basis for charges. 

That is something new, Herbert, oaring 
where the chips fall , 

I won ' t offer any argument at all against 
filing charges immediately. 

But the whole Service, I - after eight 
years under me I can' t understand H . 

It ian •t a question of forgiving the man 
and doing anythin~ for him except telling 
him to get out. ~lhether you take the 
quickest way of getting him out or take 
the more complicated and troublesome and 
long-drawn out way of chargee . 

The punishment is the same to him either 
way, 

But as far as the rest of the Government 
is concerned, here another agency wants him, 
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We let him resign and the first thing you 
!mow he shows up in the We.r Depe.rtment or 
the Ste.te Department . 

\'/ell, we won ' t publish the results of 
charges , It will all be in our files iust 
the same . The files will be practical y 
the same thing, 

Oh, yes . 

126 

~ell, if you don't mind, I would like t o have 
Nonnan Thompsonil in vi ew of the position you 
take, I would ke Norme.n to go into the 
whole thing for me thoroughly. 

You understand that I am perfectly e.gree­
able to having charges filed, 

So am I . 

I think it is just a more complicated 
procedure, that is all. 

I think it is a clear out case of flagrant 
violation. 

I think we ought to get rid of the man as 
quickly as possible, there is no question 
about that . 

That is my recommendation. 

I think we ought t o f ile charges immediately 
against him. 

Have you read the whole record on the thing? 

No, I just read the memorandum. 

Well will you go int o it? And then with 
Mr. Gaston and Ur. Johnson te.lk it over and I 
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would like a new rec011111endat1on. 

ill right, sir. 

Ncwl i f rou people think I am wrong all 
rignt. ' 

We e.re all recommending the same result the 
same punishment. ' 

But Johnson, the ree.son I got rcu in here, 
I want rou to look inside of rq brain and 
when a Cust0111s man charged with t he respon­
sibilit,. of enforcing the Customs law lends 
his name and his identification to a 
smuggler, I say there is something wrong. 
Now, another thing, how did the British 
happen to look into a Treasurr agent ' s 
luggage? 

The1 had word, evidentlr, that Robert we.s 
carrying these essential oils and ther 
found baggage - the thing was verr crudeq 
done. He just pasted a le.bel - Robert did. 
He pasted e. label llith Butl er ' s name on it 
rignt over his own le.bel and ther ver,. 
readi!r identified Robert's baggage. 

Uell , Herbert, please review the thing 
onoe more and I am doing this thing to 
give Johnson a l esson. 

All right, sir. I have got it. 

Good, I thought you would, and with Mr. 
Th0111pson sitting in, plee.se, And if, 
e.fter reviewing it, rou think I am wrong, 
O.K. , but I would like the thing reviewed, 

Frankly, on what I see of the thing, I am 
shocked, I mean, a man who says a month 
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ago that he is going to get rid of these 
Chinese servants and then twelve months 
later he appears with them. I don ' t 
see why you should believe him. And for 
the English to have to oheck up on a 
Treasury agent - have you no pride? I 
should think you would be terrifically 
humiliated, It throws a doubt on the 
whole Service. 

Well, I think the principal differ ence 
is that I was satisf ied that there was 
no intention to smuggle into this 
country. 

Well, I don't know. Supposing Coe comes 
back. 

That is my only justification. 

Supposing Coe comes back. I am sure 
with a Treasury man when he comes 
back from Enf(lend he will be subjected 
to the same {bing and I will put my 
money on Coe that he is all rlght . 

And every Treasury man from nOTr on 
is under suspicion. And then you 
just say, "Atd'ully glad to have met • 
you, Ur. Butler, but good-afternoon •. 

• 
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Well, there is no penalty we can impose 
other than di smissing him. 

But under charges. 

Yes, under charges . 

Sure . O.K. 

Is that all,sir? 

I think it is enough, don 't you? 

129 

That is enough for me. (Laufhter) There is 
the cas~Mr. Thompson. 

All right. And the three of you, please, 
could I have an answer by !londay? 

Yes , sir . 

(J.tr. Johnson l eft the conference . ) 

One other thing, Norman, as long as I am on 
you, frankly, the men most likely know it, 
but I don't have a chance to go over all 
these various study projects of White's, 
Haas' , and Foley's, you see. So in the 
future if they start a new one, would you 
ask them please to glV8 you a memo on it 
and a description of any new studies and 
let it come to me for ~ O.K. before they 
start it, you see. 

I am not sure whether I understand what you 
mean. Would you nant to p.i ve one illustra­
tion of what you mean by a study project? 

Yes. The food situation in Germany which 
you just completed, that kind of thing, new 
projects . · 
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I will be glad to let you know every one 
we are doi.ng. I will be delighted. \'/e do 
scores of them. 

No , before you start anything new. 

Wel l, I still don't understand--

On our own initiative or when you request us 
to do it. 

When I reouest you, it is wonderful, but on 
your own fnitiative. 

I would like to ptrsue this a bit further, 
because I am not sure I get the Ml implica­
tions of what you are asking for. Are you 
suggesting that every t ime we make a memo­
randum of any significant length that we are 
to let you know what the subject is, or do 
you mean something that appears to be out­
side the routine? I want to give you what 
you want . 

I know you do. You might get an idea tomorrow 
you will study the oil situation in North 
Africa. 

That is right. 

It might be your own idea. Well now, before 
you assign a couple of people or one person 
to study something like that , to make an 
exhaustive study on that si tuation, or the 
minerals of the Phil ippines, you see, some­
thing new - I mean, I can't catch up with 
you on the things already under way, but 
before you start something - what I have in 
mind--

What have you in mind? 
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What I have in mind, Harry, is this It 
isn't directed at you. lip to now I· have been 
interested in a lot of thin~s over the two 
or three years i n connection vti th the r.ork 
that I did f or the Pr esident on - let ' s say 
on the war side . Well , now, that is sort of 
wound up and I am more interested in what 
I call the home front . 

I get you . 

See ~hat I mean? Anc therefore, before we 
spend more time on the thin~s that I have been 
so slightly interested in in the last tvto or 
t hree years, I don't want to start any of 
those - those are tho thi n&s which you have 
been doing at 1!1if request. I want more things 
on the home front and only very special things 
on the for eign front. 

But that food situation was a continuation of 
somethin~ you asked . 

I am not criticizing anythin3 you are doin3. 
I changed because t he President has changed, 
as far a s I am concerned, you see . 

I ret it . 

Do you get it? 

Yes . 

George? 

I think I get it. On problems , say, in c?n­
nection with the finance or bond market! 1t 
may take a dav to make those type of th1ngs, 
and I t ake it"you are not intereste~ in them 
except when it i s somethin·· of a maJOr aspect ? 

That is right. 

• 

• 
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Foley might - Blough isn't hero - theJ Di~ht 
start a study of the tax situation of Si~. 
(Laughter) 

Why not? 

I~ would onl f. take a ?OUp!e.of minues to 
s1mply say, Boss, are you 1nterested in 
the taxes in Siam?" I am not. I mean, it 
is not criticism. The onlY thing is, the 
President has changed, so l vmnt to change . 

I have had this in mind, l.lr. Secretary, in 
that connection . Of the three research 
a~encies , I haven't talked to Georp,e and HarrJ 
aoout it, but I have talked to Roy Blough, 
who fully agrees--

Excuse me, you (Thompson) pass that on to 
Blo~~h, too. There are four research aeencies 
because Foley has got a l ot of research people . 

I hadn't thought of the legal section, but I 
thought we ou§ht to have, sn7, a meeting 
once a week o_ the three research agencies 
in cy office--

Four . 

• . . • to see \That the;r are doinr , see whether 
or not there is any overlapping, and see 
whether or not the other a~encies can help 
the one that is studying i t. 

I think it is all to the p.ood . 

I haven't talked to Harry and George about it , 
but I have talked to Roy. 

I jus t don 't get the time. I just haven 't 
got the t ime . I am so busy fieuring out taxes 
and evers thing else . 
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Ar& the reports too long that are coming 
in sometimes? It seems to me they are pretty 
lengthy. 

To be very honest , I haven't read them. I 
am being honest. Therefore , rather than say 
to discontinue this , I want to go - before 
they start a thing, you see, and the boys 
now know anyway what I have in mind. Before 
they start it, you see. If we get a thing 
like the German food thing, excellent. I 
enjoy reading it. It is very helptul. But 
you see since we - we used to do these things 
when nobody else in town was doing them. 
flow Wallace has a sta!t, Donovan has a stat!, 
LaGuardia has a staff, you see, and Nelson 
Rockefell er has one. In other words, the 
things that we used to do single-handed are 
now being done by a half dozen different 
agencies, that is the whole thing. Nobody 
used to do those things. 

Mr. Secretary, you know that Donovan wrote 
you asking for Allen Barth'shelp on his 
foreign stuff. 

Did he'? 

I have it . 

lliss Chauncey says when she has time she will 
show it to me. (Laughter) And don' t let 
Allen Barth get so diluted, though - I 
know how to bribe you. Just offer you United 
Press service all over the oountry. Do you 
know how they bribed Ferdie? They offered 
United Press service on an hourly analysis 
of editorials and newspapers all over the 
country on foreign affairs and it was just 
such a nice carrot in front of Ferdie' s 
nose that he fell for i t. 
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What they wanted was simply to get from Barth 
occasionally little quotations from edi­
torials that he reads anyway which they 
could put on the shortwave broadcasts to 
Europe showing American opinion. 

And t hen, Herbert, you and I are columnists. 
We would say, '"Nell, h011 did Donovan ever 
hear about Barth?" The news behind the news 
behind the news is that Peter Odegard did a 
job on it, you see. 

I didn't do a job on it. 

They are going to have the whole Treasury 
over there pretty soon. 

I can explain everything. (Laughter) 

You did. That is the only way I would have 
found it out. You arc very honest. 

Herbert? Have you got anything? 

No . In that connection I might mention that 
I think perhaps I wrote you a note asking 
for a Secret Service man over there. Then 
the other thing is that--

You said you had done it. 

That is right. The other thi.ng is that they 
want us to fix up some codes for them, and I 
think probably what they want will me~ full 
time services of somebody running thelr code 
system; but, at any rate, we are going to 
find out exactly what they do want . 

I told Donovan originally that I would be 
glad to help him any way that I could. 

We are giving him about a story a day, making 
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two or three paragraphs which they boil down. 

Of course for an organization like that it 
can' t be just a question of giving them' a 
code . I t has got to be - somebody has got 
to work out a system for i t . 

Mrs. Freeman? 

Yes, Krs. Freeman. I have something here 
that I have been holding a while, this Dan­
mark thing. The word somehow came from 
Copenhagen about the proposition to take 
over this Danish training ship, Danmark, 
and the indication that they would like an 
offer from us on it. So we had originally 
suggested an attempt to purchase this vessel 
at three hundred thousand dollars, and you 
remamber the President questioned whether 
that price wasn't too high, They want an 
offer, and the Coast Guard people are pro­
posing to offer two hundred and ninety 
thousand dollars in place of three hundred 
thousand dollars. Of course, it isn't a 
guaranteed offer1 but I think that we would 
be obliged, if tney accepted it, to go 
through with it. I don't think they will 
accept it. But it seems all right to me. 
The vessel cost, in dollar equivalent in 
1934, about a hundred and eiyftty thousand 
dollars, built in Denmark. She would cost 
to build in this country today upward of 
seven hundred thousand dollars, certainly 
not less than seven hundred thousand. 

Whatever your jud~ent is. 

All right. I think that is all right . 

I have no opinion, Herbert. But one thing 
I do want to talk about, somewhere along 
the line there came to me a week or ten days 
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ago a memo that annoyed me terri tioally, 
si gned by Philip Young and General Burns 
turning us down on titty thousand dollar~ 
more or less to repair this Russian i ce­
breaker . Where is that around the shop? 

I have it . I was going to report on i t 
this morning. 

Harry talked to me about it. 

~36 

I spoke to Herbert about it. Young' s hands 
are detini tely tied on that. '!hey have a 
directive from the President that they are 
not to ut i l ize &nf of the Lend-Lease funds 
for Rusaia. 

wtll, I have got a suggestion. 

( The Seoretar,r held an unrecorded telephone 
oonvu eatlon. J 

Where were n? 

We were talking about that Russian i cebreaker 
and that Lend-Lease thing. You were anno;re4 
at their turning it down? 

They oan•t do i t ? 

I don' t thi.nk they can under the present law 
and the present situation. 

Thia is what the;r can do. CertainlY the 
United States Coast Guard can ask the Navy 
t o repair a ship for t hem. 

That i s what we have done, yes . 

Is i t going to be done? 

Yes . 
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All rieJl.t . 

In the int erim we said that the directive 
may change at any time;and,if it does chan~e 
then they can take it over, " ' 

llavy is ;:oin~ to send t he Coast Guard a bill 
and this is JUSt a shot in the dark to try 
to take care of it. 

But it is being taken care of? 

Yes . 

Wonderful . Let's just take the high points. 
We are going to have to stop in five minutes. 

Have you got anything·? 

l!othing important. 

Did you get my Russian letter? 

I have that and the ltll.lil you \'/ant is out of 
term and won't be back until tomorrow after­
noon, but t he next rnnl:in;'l one r~ill be here 
at ten forty-five. 

In ansr~er to rny letter to tho President last 
night I uot a telephone call askin~ me to 
take up the Russian affair . So I ao getting 
the ranking man in the Russian F.r.tbassy. 

They sai a they could ~et the Amtorg man i f 
Y?U 11anted him and I told them not to send 
h1m over . 

So if you would both be here . Does this 
give me whnt I wantod'l 

Yes, i t· gives you what you 1·.anted . 

• 

• 
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Does it mention Jones bf n&JU? 

No, sir, it does not. 

1.38 

Do you han a memormdUIII of that connr­
sation between Bewley and me? Did you lll'ite 
that up? 

No, I didn't write it up. 

Have you still got it in the old bean? 

Yee. 

Will you write it up? 

Yes . 

I want to bring out what he said about Jones. 

That is in the final paragraph, but it 
doesn't mention hie name. 

Give me a memorandum on that conversation 
eo I can send it to the President. 

The President said Jones has no business 
telling the English what they should or 
shouldn' t do. 

Yes, air. 

You have still got that--

I can write it up. 
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An7 tiae JOU c~ to ae without a atenograpber, 
will 70U write it up? You alwa71 han in 
the .paat. 

Well, h~ was to give the memo to fol19W it 
up, and this does give exactl7 what he said. 

But I want i t written up, what he said 
about Jones, 

.Ul right. Becauae he read !rom a meao, and 
this is juat the worda, 

Korria! 

I have nothing. 

I am aeeing rou at eleven and at one, Peter. 

Yea. 

George? 

Here is thia r eport. You haven ' t seen it 
for a few day a. 

la i t good tor me to aee it? 

It ia not a high point. 

It ia all right. 

It haa improved aome, you au. It ia onl7 
off ten ilow~ It was thirteen the other 

da7· 

.Ul 1i ght. Chick, would ru arrange with 
B.)l, Edwarda that he ooul 11eet u at 'Ill¥ 
hotel rooa 'lhen I get there, becauae I aa 
not planning to take an7bod7 with •• froa 
Waahlngton? 

• 

• 
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He will be there at the hotel rooa? 

I &Ill not planning to take anfbod;y from 
Washingt on, you see . 

They are to let m.e know toda)' b;y wire 
the number of the hotel room, and I will 
see that you get it. 

If he could meet me there and ;you can tell 
him I will be coming in on the B. & 0. --

You want him to meet ;you at the t raJ.n'l 

No, not at the train. Give me a half 
hou.r . 

•he Wall Street bo;ya have planted a number 
ot questions for the press conference, 
following the six per cent. 

140 

If they have, they might ask me one question, 
just why did I do that ;yesterday! ih;y 
;yesterday. I have got an answer. ~here 

do these pictures come from? 

The New York Journal !merican. I have 
already thanked them. 

I wondered where this opposition to an excess 
profits tax comes from. That Committee seemed 
to be pretty well satisfied ;yesterda;y with 
;your six per cant, except Dewey. So m&nT 
of them were in favor of it, even on the 
Republican aide. 

The most llll&zing thing is, first 1ou take 
a paper like the New York TiMes, absolutel7 
a straight story, the New York Tribune, a 
straight story, not a thing I can criticize 
in either one. 
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Even the Chicago Tr ibune service had 
difficulty. They talked about penalizing 
corporations as compared with their present 
situation, but it was very much strained. 

And in the famil1 here, after the President 
got through talking to me about Rus3ia 
last night, I snid, "How do you like my 
six per cent story, taxes?" "Swell," he 
said, •I thought of that two or three months 
ago." (Laughter) . So then I said to him, 
"'lieU, then you get behind it now," and 
he says , "I .,;.11." 

~hnt means it is gooc. 

He said he thought of it two or months 
ago. So I said, "You ~;ct behind it now. " 

~ell, this is grand . There are just four 
of these pictures, what? 

Would you like some more? 

I think so . I would send one - ­

I will get another half dozen. 

Could you? I will send two to Bob because 
tha t is an awfully nice picture , and one 
to my father, and I will keep one for 
l.lrs. Uorgenthau. Isn't that a nice picture, 
Herbert? 

That is a dandy. 

Harry, anything important? 

If you are going to have a staff meeting 
to::torrow - most ofthis can go - -

I will. I promise . 

• 
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There h oDl.;r one thing that needa to be 
•ettled toa.;r. The;r haTe been puahlnc ae 
on it. The State Departaent hAl wut .. 
aoae .. n to go do.D to Cuba. 

I •aid •yes•. 

1.42 

Yea, but the;r wanted ae to go down to bead 
the ahdon. I said that I tight be able 
to go !or a !ew da;ra to begin and keep in 
charge or it. 

• 
And ;you sal d, "Stop puahing ae, bo;ya. • 
(Laughter). la that what ;you said' 

No, that ian•t auch a plua. (Laughter) . 

Oh, bo;r, atop pu•hlnc ae. 

Not aa good aa Acapulco, is it, Harry. 

That ia the aituation aa it would be if 
I went the w-:r I would like to go. I 
would like to go do1111 b;r boat. It takea 
about thr11 da;ra, and 1 would like to spend 
tour or fiTe daya there and coae back. 

When, HarrY' 

1 week !roa Saturda;r. 

Bow long will ;rou be goneT 

Well, I can coae back b;r plane, which aeana 
I can go probably ten daye at the aoat. 
Lean on a Frida)' night and coae back -
I can nrr• it out. Probabl;r - I can cut 
it ott a the other and, ID11f&710U like. 

Well, H&rr;r, I will lat ;rou go on two condi­
tione. One, I can't sa;r •;res• until the 
night before. 

• ' 
Regraded Unclassified



lblte : 

R.ll.Jrr 

llblte : 

H.II.Jr: 

lbl te: 

H.lo!. Jr: 

1lhl tu 

H.li.Jr: 

11hi te: 

H.U.Jr: 

"hl te: 

H.1!, Jr: 

Whl te : 

-zt-
1.43 

Well, that is alwa71 true. 

And two, I a&J oall 70U baok 1111 dq. 

It wouldn't interfere with m;y plana i! the 
nr7 night before 70U told u not to go. 

If ru go on those conditions, one, I oan't 
tel 70U until the night betou and two, 
when JOU get down there I al.ght call 70u 
back the d17 JOU get there. 

ibat will be per!eotlf all right. ten see, 
i! I don't go tha7 wi 1 put eoubod7 in 
the Federal Reaern Board in charge of 4:be 
al.uion, and I think that h their under­
atanding. 

Well, I mean the Federal .Jiee ~' 
accord!, to Congreaa, o .. •t a r ~~~ 
without i rst asking m;y peral. u on. . 

· Well, I think this ia the sort of thing 
that the Treaau1'7 ought to take the lead 
on, ao if I can't go the night before, tbln 
one o! m;y aaaiatanta om go. 

O.l. Is that agreeable' 

That ia fine. 

With the understanding -­

It doesn't utter. You can oall it ott-., 
night before, or call .. baok the da7 I 
get there. 

I will t1'7 to aee that 70u get the boat ride, 
an;ywa7. ire the7 nioe boats going down' 

I underatand they are. I have never been 
on that boat. l!Ut I han been on the Fall 
Rlnr Une. (Laughter). 
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WI. th your !milT? 

That is still under discussion. 

I mean on the Fall River Line. 

No, that wu before I was urried. 

Harold? 

I got your message about Kr. Iseby at one 
o• clock, You will remember that you invl ted 
to come here today with wr. Iseby the head 
of the Musicians' Union. 

The head of the who? 

llusicians ' Union of the CIO. 

I don't want him for lunch. 

What would you like me to do with him? 

Let him play "Blue Champagne", Did you hear 
about that? we go around and the - they say, ••n we got ' Any Bonds' on the thing?" And 
I say, "What is the moat popular song on 
the juke boxes, I am curious to know, " and 
they say, "Blue Champagne" so I sent and 
bought it and I wish you could hear it. 
It is some competition. Why not two o' clock. 
1!'e will do "Blue Champagne•. Two o'clock. 

That is, you would like to see him because 
we will of course want to discuss with 
him hla whole program, and I will turn him 
over to the right people to do that, but 
I just wondered if you wanted to see him. 

Two o'clock. Sure, he is a swell guy. 

All right . 
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Did you ever hear a c••eater comedy of errors 
t~an that song? I finally got the song the 
r1ght one , ' 

Oh, you moan the sone th~t v:e heard was 
not the r ight one downstairs? 

I told them. Didn' t Mrs . McHugh tell you 
that ? 

No . 

The song that we heard down there wasn' t 
the right song. That was Uayor LaGuardia's 
song and the song I have been tryi~~~: to 
get for three weeks we finally located thi s 
morning, and we will hear that at ten 
tomorrow mornine. The only relation r.as , 
this man who wrote the other song, his 
middle name is Caesar. 

That is, the song you wanted? 

Yes . The other fellow's last name was 
Caesar. 

I am going to tum that over to !Lr. Kuhn's 
department. 

1 want a director of music, and if 1 can 
$et the fellow from the - Mr. Stoessel, 
1f I can get Ur . Stoessel to come down one 
day a week or somethinc like that, some­
body like that. But when I want a song, 
I want a song. 

By t he way, Herbert Bayard Swope called me 
up a couple of weeks Ago and offered t o us 
his influence and power wl.th the race tracks 
to have prizes in Libert y Bonds, and having 
windows to sell them, and so on, and I have 
mentioned i t to the savincs Bond people and 
they are having somebody see - -

• 

• 
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That would mean Harold and I would have to 
go out and make an inspect ion of the race 
t racks. (Facetiously) . 

I think it undoubtedly would . 

Mr. Mahan~ since I talked to you, has been 
telephoning Mr . Swope . 

I am serious about that musl.o business . 
I want somebody I can talk to about music . 
Kusic is important enough that we need 
somebody like Stoessel, especially after 
listening to tha t girl last night sing. 

Did you want me to do anything about it7 

If somebody could approach Stoessel and 
find out whe ther he could come down a day 
a week or something like that, will you? 
Albert Stoessel. 

I would appoint Ferdie, because I think 
he would be a more logical person. 

No, Ferdie has got too much to do. 

You mean to contact l.lr. Stoessel? 

If Ferdie ~ould cont&ct him it would be swell. 
I would like to see whether we can't get 
Stoessel to come down and give us a day a 
week. What ? 

I will talk it over with Ferdie. 

I would like him here a day a week. If he 
will come down here on Thursday we will make 
it Defense Savings Bonds Day and music, 
on Thursdays. I am not satisfied wi th the 

· the Saturday program, either. 

Dan? 
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Jake Viner says he oan be here October 
1, 2, and 3, but he wonders if it is 
neoessary. He thought you probably would 
be out of town two of those days. 

It is not necessary, 

Be would rather not come, but he said he 
could be here . 

I t is not necessary. 

147 

We have postponed Social Security meetings 
for this other more important business . Do 
you want to set a date for resuming them? 

Let' s do it Monday. 

You mean set the time Konday or consider 
it again llonda,y? · 

Let ' s set the time Monday. Let's star t at 
ten thirty Monday. 

Ten thirty, all right , 

Eleven o'clock Monday. 

And have Brawn? 

Yes, and Blough. Incidentally, there will 
be no meeting with Paul McNut t this week 
with the President, General ~atson told me. 

I have some other things I would like to 
talk to you about some time for ten minutes. 

Will you t ell Fitz? I have got some new 
ideas on financing. 

Real ly? 

Yee, I think you will like them. Is Morr is 

• • 
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going to have a chance to study today with 
Heffelfinger? 

Yea . 

And Morris, just so that you know Ylhat I 
am doing, you might sit in and listen at 
eleven o'clock today. 

All right, sir. 

It is a little out of your line, but just 
so that you get the feel of bow ne sell 
Defense Bonds through juke boxes. 

We are not going to talk about juke boxes. 

Aren't we? Well then, come anyv:ay. I mean, 
I want him to get the feel of that. 

I would like to clear with you whether rou 
approve of Miss Elliott's letter going 1n 
the envelopes that we stuff with Defense 
Savin¥s advertising and your speech to the 
tax l1st? There are five thousand. 

Five thousand? 

Yes . 

I don't know what it is . 

That is the letter. We found that r:e couldn't 
allow her to mail them out, but we are i roning 
i t out as to our mailing it out to the 
people that are on our list. 

Is it str ictly kosher? 

It doesn ' t sui t the lawyers. 

Have the lawyers got any doubts? If they 
have got any doubts about it, I will throw 
it out. 

• 
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Thompson: 
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The question I am raising now is whether 
you will allow us to use your tax list 
or just confine it to her list . 

149 

Have we got a mailing going to the tax list? 

We hadn't planned to, but abe asked through 
Ferdie that her letter be aent to the people 
on our list . 

The lawyers don ' t approve it? 

So far as I know, they don•t. Huntington 
told me he told Ferdi e we couldn't o~prove 
it unless there was something in the letter 
that referred to the sale of Savings Bonds 
or i t went out in an envelope related to the 
sale. 

Let me put it this way. I f the lawyers say 
a hundred and one per cent "yes", then I 
am for it. 

I was just raising a question as to the 
propriety of that lis t, whether you want 
to confine it to your own mailine list. 

No. 
I don't think we are ever going to be able 
to tell you a hundred and one per cent "yea•, 
Wr. Secretary. We are going to be able 
to tell you that we can defend it on the 
Hill. 

No. 
If it is questionable. 

Have you _got some doubts? 

tell, there are some doubts about the whole 
business, sure . We can't make it airtight • 
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You remember --

By dressing it up and relating it to the 
ule of bonds --

:150 

You remember what you originally said, sit­
ting in that chair was, "Let them worry 
about it." 

If they want to send it out, sure, but ycu 
said you weren't going to do it tha t way, 
that you were going to make me responsible 
for her. 

Well, I am making ycu responsible for what 
she does in connection with me. 

O.K. All right. 

She can mail anything on request . There 
is nothing in the law prohibiting that. 

but go into it once more, and I am holding 
you responsible, I don' t even - I don't 
want to be in the position that I have 
got to apoligize for anything. 

Is it a legal matter, Wr. Secretary, so much 
as how ycu feel about it , and if you have 
any doubts about it I don' t think it is worth 
it. Even if it is legal a hundred per cent, 
if it troubles you or somebody else can 
pass a remark, I don't thi nk lt is important 
enough, since most of them are going out through 
other channels . Let them f i nd some way of 
paraphrasing or some other way of handling 
the thing. 

I think Harry is right. 

They can always wri te a now letter which 
will bring in Defense Bonde • 
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Foley: 
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We will make it an ethical •atter, not legal. 

If tbe;y write a letter bringing in Defense 
Bonds it ia O.K • 

• 
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OAT& Soptombo.r 25, 1941 

TO Secretary Morgenthau 

rJtON t.tr. Cochre.n 
STR ICTLY CONFIDENTIAL 

At } y.m. on September ~} tho Seeretarr recel•ed Mr. Bovloy, Brltloh !Toaoury 

reprtaentati"f'e, At t he latter 1 reo,.ueat. Meaara . Bell , VbUe and Cochran Alto 

vert !'reoeot. Mr. Bewley brletly IIUJI1lll8.r 1ted to the Secretary tho fliUIJlclal arr~e­

cen\1 which wore beln& provloiooally made between Great Britain and Ruula. He 

r&l••d the yarticlllar question ao to vhothor tbo 'l'reaollrJ vollld beYe u.:; obJection 

to tbt 3rithh recohlng from Ruuia, pouibl.Jr doll•cred in tho United StatiO 
bulan ;:old or ito oqui•alent in roicburoe•ont of Dll ltar:r oupplloo vhich t.,; 

rrHhh ~..ad bou.gbt tor clollero lo tho United Statu, under pr ... Lond- Leaae contract.. 

and vb1c)l might nov be paned on to Ruoal~. Mr. Bovlo:y stated that ll.r. Jonoo had 

recentlr called him to his office ADd bed explained th3t tho clollaro vhlch tho 

R.?.C. vas Wlldnt; anllahlo to Ruolia obollld not be used in mald.nt; eny pa)'liiOntt to 
Grert :Brlt •-i• !or ouppliea. Tho Secrete.r:r otatod tbet ha vao not currently laformed 

of l::.e4late !lnuoial requiro:oento of Ruella, 'l'l:o Secretary felt tbet be obould 

cit 1ostr.1ctlona fro• the Prealdent. before aneweria& &DJ' queaUone aa to i r1Uab 

arrugeoentt for co:zpenaatloD for su.ppll.ea pro•l 4.t 4 to the So•let.. ~e Secrtt.DZ7 

uktd tir. 3evley in the meantime to drsv up a. ae::~ore.nd.u..m in the prelliae l . 

Last evon1n6 Mr. Bewley oubmitted tho attached memorandum, which is almoot 

• nr1>atic re:oroduotion of the romaril:o which Kr. Bewley made &t tho oeetin& oo 

Septe,ber 2}. 

At 9 o'clocie thla oornin& the Secretary tnatructed ae to aair: the ra.nldnc 

o~!lcer o! the So•1•t Embr.aa,. to be at the 'rreal\1!'1 o.t lO: 1..5 a.e. In the te~r31"7 
nbtence of' the Oh.n.rae d 1 Aft&iree, Mr. ChuYald11n. lirat Secretary. came. 'Jben tM 

Secretery receiYed the Y1aitor, Meatra. Wblto ond CocbrBn vero preaent. Tbe letter 

vhich the Secretary 1o to~ ad4roaoin;: to tho Proaldont r aporto tbh contereoce. 

~e 11rat Secretarr vaa ooet apprec1at1Ye of the S~cretarr'• reception , aod it vaa 

acree4 that be woul4 l e t the Secretary knov aa soon as he could t ive a repl1 U? OD 

~':luia1 e _poallble requireaente. 

• 

• 
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(s.a4M 'T llr. lft'l., at \ha llrUlell fr11•17 w 11r, O.U.a u .­
VaUt4 ...... frill 17 M 6 P••• lep\_. .-, 1,..1.) 

211~ • ., • ..-.~. ~1. 

!be fl-lal arraacneah miob .. - ... pronoloull.T ...... 
toot roprdlDC \ha f._o ot npplloo h a...ola aro u tollont-

otmW 8l!Pl1t1& 
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Olll' uUrorioo w a...ola (..Uioor, ua; -1, .-o, ) wlll lar·~ 
oll0ot4 a...o1• lollftrioo w u, A looloMo wlll 'M ,,,_ "'"17 tllroo 

-·~~~ u4 , ..... -· \bA ....... wlll 'M pal4a 

u w 6011 1a a\orllac whlob w Aall p ronu u • at ........ t o \boo 
sonot Oo<Nr.eat; 

ao h llojl 1a •14 or lh o{lll'Nl•'· 

(!be roaoaa for OllpiCtlDC llojl \o loo pall 1a pll or lh o(lll'l&ln\ 
1o tbat a .Uo\uUal pan of tbol M\orlalo wl~ Olhioll w aro pro'riU.., 
llllaola, oopool~ l'll\\ or 6 Ua, wal4 o\llorwloo loo aw.\1.-'lo to oara u 
4ol laro ). 

MILITAIIt I!!!PlLJ!S. 
(A) ltor1W Area !spllo! 

Vo ohall - aak tor popnt tor alll\&17 npplloo froa till 
otorllac area. a-~· uolo.,.. to Load 1oooo _. porbolpo \1 

u4e tor rotva of _. 1a\ae\ nppUoo after t bol -· 

( I ) !Sertty H1t lpplite +'"' lMl* 4e11 g EM W•deler 

Ia nn at \llo uttloal\7 at 41-'-CllDC \boo prooloo ullar 
coaw a\ 1\ 1o propooal \o tcuro Wo, u4 w troa\ thaoo npplloo 1a 
U. - -~ ao ..... ~ o\orllDC npplloo ( (A) a'Mft)o 

(o) ••at I••= ~smu ... 
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(I)) J!!J)K !ppUt!o 

.u re,uU 111.11\arr npplt .. IObtcll .. haw ~ tw 
4ollal'l l.A the U,l., '11114U ~~ aoatrMh, oto,, u4 IObtola 

vo _, paao ea to lluoia 1a \lie -ton ta IObtcll•- reootftd 
,...., w olloal4 o,..ol luota to rela)voo u 1a pl4 er Uo o~..._ 

loal. Vo 41 1101 wlu to .._ .,....l .. o nopaullllo for ~ ul.tar 

Olli&Olace oil MlaaU of h.oola, ...t. Buatu col4 rooorwo oro lloll....t 

lo 1lo I'Clllotlllltlal. 

Vo olloal4 1lo ,...,....t to t.a col4 ..,...ro "'"141 luoia. 
I\ alpt 1lo ooat, aa ICOUlOil ariMO, oltller IO the Ullito<lltl ..... 

or ol to 'ria Tla41we\ol< lo tile UaUo4 1\atllo Vo olaoal4 llo C1a4 to 
laloW llael there 11 110 olljooUoa 1f pl4 11 ooal tr. lluola to tile. 

Uel\14 Slaloo ea4 tt.cod al ow.r 41opolal 1a llale _,.,., 

Vo .,.., roHrft the riP' to ro-opoa at a 110re ooa.-lnl 

occaoloD the t"otUoa of tile po11lliUU;r of roool'ri"C ~·' 1a 

4ollal'o troa lluela tor 41Uar cooA• ""'PJlll<l to llero 

CCI'T • 4a • 9/2-{IU 

Copn ala f3-25-lll 

(8lpe4) '· lt. lloW'117 

• \ 
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Copy furnished l.!r. Welles today when 
he called on the Secretary • 
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r.uewt., - _._\lea at laot allfllt , 1 " ' """'• tlol rau-
Uc allldal If "'- Inti\ ...... h - ta tu tnaoU)' U>lo 
Mral.,. 1a \lol t I Pur ....... at \lie ... liao-r alit aou,. 
l ' AN'olno, "'- ""' .._.to.F, II'. Clo-la, aallM a\ U o ' alollk. 

1 ••u • · _.. ••• ... , , .. , .. ,,.. .._,. ••u u.. c-anal 

·~- at aool"'- h wulle& - · I MMna&a ,_ lola U.. t..­
Ualo tt .... 1al ...-a-h at loll .... ' .&\lo ,..,... ta - ­
.._.., la tloh -""'· I nai"M U.. ftnt htlre\ar)' at tu Snit\ 
ll!'luq tile\ I W la ....,.., -au aa .......... .&til loh 
•""•M&or ..,..,.. tile ..._._, .... $10, 000,000 ._..latalp aftil­
•U• II \lol ...... ..Su\ U.. &ellfti'J at .. net ,.u wUiola abet, 
._,,, l taU • · Cllwo '*'• \lllet I -u lia tla& Ia - aew arra-.e-
11&\o If \loh .,. la ai'Ur \loa\ , la _...._ 9&\lo , , ., laa\ruthao , 
lilt h •ht loo ...,, -UM wl\lo \lie MNOI&I7 ••Uaro uUl \bo wbalo 
piO\VI h t\ .. lM aaA larf11' Jlaao &1'1 N-\M, l alN -U·- te * · Clol&nldilla \lie dolt ,.ohr&aJ 1f 
llr • ...,lo, , U.. ll'lUtlo '"-o..., ...,n-taU'N la Waobl.,taa. ' "' 
•Ill NNll \loa\ I \el• ,.. tloat • • ...,1., W - la h all< ., 
Yplalaa ao \a ..,.., .... \lie ll'lUtlo oloaaU ...... ot ,.u r .... tile Oonn­
aool af \lie U, l , l ,l , la retara fer o..,U11 ,. .... 11 \1 laaola , wlollb 
W looaa ,_. ....... la \loa a.!W ltaho "" tlol II'Uhll -.er J re-LeM­
LooM Matrae\o- ,.&& tar , at •-· wUio &IUaro . * · ...,1.,. baa 
h lt \!oat 111e tlolaU ...... ,, q .an .. •• tlolo oaloJ••• ,.rtlnlarlr 
olatt loa eta\ .. \loa\ II', "•- w .. _ .. lp aall .. lola ' ' loh elfiN 
U4 loa& e._,lal..a \Mt \loe &allart .Ualo \lot I . F. O • .,.. Ml<lAt tftll­
aU o I t la11la tlolaU aa\ loo .... la Mklat - ,.,..ato te One\ 
lrllola tor ._u... • · ...,lq liao , at rq ...... ,, , , ...,..... • aa•-
,.....,. •• \loh .. loJ ... . .... , __ , h .... - . 

Wlolla taa&., .&\lo *· Clotwa'+la , I taU lola llllet l .. .u Ill t1a& 
Ia DMperato wUb loh .. liaoer ll tloq aar• h laton aa at tloelr en­
oral fl .... lal .... ~••• eatel•• at tile Val\ .. 1\atoo , partlealorlT 
•h-a•no Oreal II'Uala. ftla 11ICfiOUaa wao ... o olaaa • •• ,.. an 
••oro , I aa la -.teat haall .&\ll tloe IIMaslal ...,n .. ataUftt ef 
o\ber trl-lT -•••••, ••• perU..WlT \lieN of llraat JrUola , 

Regraded Unclassified



-·- 15? 

... 1M ....-, w&a I II .. te a.b 0 al I' '=' 11 -· 

.................. e.u. ........ ... ...... nnf."' .. -
l .... tel' 11 ala-" .a-ar. f..U.. tW .. 0111 ._a 
.-l r1111 an&Utr lak& lac "-*• .._ 111u ,,...., .. 
..w.1n - wla,... te ..... .., ... ,_ ... -. nn1 • , 
&a tu• u••· • .... -r fleqana ..ru 1 .tu. ••• ahll-
fll* lrUiall.. It_. • nlklrntlal-- .... 'llr ,-. lrUlall 
h ' ..................... ,.... ......... wltll- .... . 
(t.... .. ......... .. .. ... 'd ....... "' .. lrrltlall lalW 
,...,._ ..._ a • •• tat 111 1 l5 1, lila • .- "' ..u 
4 ll'leltalW f I ISta ..a fiCdl 11-.. ..a l&a ..... ) 

fUl ........... .-a-- ..... -llr ...... 
- ... ' aiiJIIIIA ........ lrrlti&all - .. fll ..... f'ailnl .. •. ......,.. . 

AI - .. & .... twO .-1 ...... llftM • 1 11$ 0 1 IFIIIoU 
&at ............ .,,.., ... ,.... .. _,_, .............. .. ...... 

115 ,,.., ~ ........ . 

.. '" ...... ........... 
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MIIIOIWIDUII rOI\ Ill& PUilDIIIfl 

lr1t1eb Dollar laabaAS• Poe1t1on 

ln1ta4 11~~&4• bo14111ct of 1014 an4 4ollar uob&IIP 

tole! an4 aft1o1al 4oll ar 
\al aa••• ...... . 

U. 1. eawr1t1aa. • • , • 
D1reet an4 atbar 1A•a•t­

aente 1a U. 1. 

total . . . 
tbeea f1sura• 4o aot 1nolu4al 

lapt . 1, 

!9'1 "'"'" 
(la a1111one ) 

(a) Va1\a4 lt1JIC4oa 1AYII\MDU Ollh1cle the UnUM 
llhtall 

( ~) ..er tl b1111oa of rr.aab aa4 Al11a4 1014 looata4 
1a the lrU1eb laplral 

( a) 1)00 a1111ao of ID1ta4 1tlac4oa pr1•ata 4o11ar 
blliUIMI la tbla ooOIDtrJ abloh tbe lrUhb aone141r to 
" at D a1a1- OIHDUal t o tbe ...... , of bodDOU l 

( t) aor ot laer auah -- aol4, 4ollar, an4 tora1p 
1anat•••'• -- of BrU1eb lap1ra .... uua otbor tbaa 
t hoea of t1ae Vn1ta4 11JICA•· 

(ror aora tata1lo4 1Dforao,1on ••• Appon41aoe A an4 J , ) 

2. 111 Jamaarr the lr1Ueb aapaato4, 4vr1111 tho par1o4 
or JanlllrJ t~ AliCll•'• 'o u ke p14 0114 4allar eapan41tlll'll 
or approa1DOtt1J 12 ~Ul10D aa4 to raoaln aol4 an4 dollar 
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,...lph ., ......... , •• 1-- • ..u ... talt. 
Mflelt M all ...... u .. fill ?f#lr ll llllUM. 

( ... Jej 'Is t.) 

3· ftle ul 1 -.Sa • JlolUelll .,.U _. +tJter sr ••• 
arb~ ,~. ~- -· 11:1 .... .z· .... ,_, ..,_, lieU .. 
1 .... u be ll'lUelll le I ,., us,.eal U .-1& '-· 
1'- U•UJ I IIF b ... ..,S•S.,.:Ilf t.l 

(e) tM .... ~" •U•apat .. nesus., • •a-
..,. ,... a 'a .... ~ ... " I! . fte t1elll 

:JiM :J ;u·:: r. .. "' e.u':.~. =;, = ~ . lat.... II u• le tM lsslel?lstl• ,.. "•••e\eaz-' 
t.l. YIP 1o tM w.it .. ....... trr est ..... N pU 
• •· a. e.u- M ' h arb~~ ate peri .. . 

(•) •-" ... loft,.._ Wl..Ue • pre-1_. '-- ........ . 

(... •n•?llll:"lJF• •· ) •CS 

• 
• 
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I. 
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ll'ltl ............ ""'"" .. , ..... ftN •• 
• JJIJJI .. ...., • .. 1 1 1t at 'lluiaall 
........... u•te ........ ,...,., 

. ... --··· . . . . . . . . '"' alNet .. ,..,.._._ • • • • . • . • • Iliff 
<••'"' •,...., ...... ~rtua .,....., .... 
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llttal- ... , .............. ... . . . . 
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11.1 4.,.r •r. ......&PJI 

Jlote ... aM U ••• h J'OU' leU or of lopt~r 17, 
19\1 (iliA) llltonl .. • nat tlllo O.Yenaoat of O.M Ilea 

t ona11J ,.. ... ,.. .._, • t~aleal aleeloa -· , .. , •• 
•••• •• ••-..a •• work •1~ •b• ·~proprla•• C~baa otf1-
o1ah 1a tbo ro .. alau .. et a t.'":~••• et aoadarr ut 
ualla.,o hCldaUoa, ••••ra1 lllr. aiM! tbo oreatl• 
or acrl .. 1taral orotl• faolll,loe, aad t bat lt bat booa 
t ontatlYolr p1alfto4 , .. , tbo ••tan1oal a loolon •~14 
lno1114o Olrporto fPM .bo h'oaea:!l tile l oar4 or Oo .. raoro 
ot tile Fo4ora1 a. .. no lrn•, u .. Dopartaent of 
AcrloaUaro. It U aoh4 tbat t llo ltaU D~rtaoa\ ro­
q~eata •••• tbo froooarr Dopartaont aako ••• l la-lo 1uob 
txptrto •• '' aar • lab to b&Yo lnol alod la tbe alaa1oa. 

lbo froooarr Dopar-.oat lo pl ••••• t o oooptrate 
wltb tllo Dop&rtaont of l toto la •-'aadiftl tble t eebalaal 
aao1ataaoo to tbo -.. ...... , or O..a , aad wtll .. t o 
naUa-1o tbo .. nlooo ot tbo tollowlnc eaoertu •r. 
larrr D. ~lto, Aoolataat to tllo l oorotar r an4 Dlrootor 
ot loaotarr lloooa robl &Ad lr. Oeor1o A. 1447 wad "''· 
lloroU 11. llll .. el, w11o aro S.alor Eo-lo .Ualr••• 1a 

tbo Dl'lflaloa ot .... ,.,, lloooareb. It \1 •r aadoret and-
1~ 1bot lr. l blto all l M olll t f ot tho a 1ee1oa. l t 
onaot M 1Uoralae4 u \ble tlllo lao• l o .. • r. l bUo dll 
be • - h to r-lll 1a O•M, .,.., b• wU l lie 1ft t 011ob wUb 
tba work of tbo a luloa dhr 1111 , .,.,.. to 'lfa elllllltoo. 

1 1 .. aro11 r our e, 

, ..... , ... ,.. ........ 
!be Honor alllo, 

f bo l aorotarr or • • • ••· 

J~to llr. Tbompeo1 

11r 11 II· '~ _.A-.-' 

?J.1Jld·· ·«r 
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TO 

-
TREASURY DEPARTMENT 

I 1~4 NTER OFFICE COMMUNICATlON ' 

DATE September 25, l 91Q 

Seore~:~thau 
l!.r.~ . 

In response to your request , the attached table has 
been prepared to compare total nonagricultural e~loyment 
with direct defense employment, montbly, beginning with 
July 1940. 

Both series of figures are compiled by the Bureau 
of Labor Statistics. I talked to Dr. Lubin about these 
t1gur ee and I thought you might be interested in the 
ract that he estimates that at t he present t i me , 20 percent 
ot factory and mining output, }0 percent of durable goods 
output, and 10 percent or non-durable goods output, 
respectively, is for national defense. 

With respect to the number of workers in the airplane 
i ndustry, we t~ve kept our rsoords up to date. A memo­
randum presenting a series of tables and a chart is now 
being prepared and will be ready for you tomorrow morning. 

Attachment 
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Comparison or Total Civil N 

ment and Total D1reot n:rsr1o~ural &:ploy-anae loyment 

July 1940 - July 191l-l 
(In thousands or workers) 

Total oivil Total 
nonagri- direct 
cultural defense 

19lio 
July 35,1l-Sil- l,S2S 

August 35.902 1,892 

SeJ)tember 36,528 1,993 
Ootober 36,867 2,lll-6 

November 36,986 2,392 

December 37,60!! 2,597 

191l-l 

January 36,621 2,687 

February 36,928 2,853 

Maroh 37,227 2,seo 

Apr11 37,676 2,91l-7 

May }8,321 2,9lll-

June JS,S~ 3,026 

July 39,21l-l p 3,166 

Ottloe of the Secretary of the Treasury, 
Division of Research and Statistics. September 25, 19ll-1 

Source: Bureau or Labor Statistios. 

Note : The estimate of direct defense employment is made 
up of the following: (1) employment in 1!! maJor 
defense industries; (2) employment on public con­
struction handled by private contractors; and (J) 
smnloyment ln Federal Navy Yards, Arsenals , eto. 

p: Preliminary 
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TO 

fltOM 

TREASURY DEPARTMENT 

I NTI!" OF'l'ICI! COMMUNICA TION 

Secretar r Y.orgenthau 

Mr . Foler 

1.76 

O AT& SfJI • $ • 

In accordance with the request contained in 1/,r . 

Thompson's memorandum of December 26, 1999, there ie 

attached a summery repor t of studies or projects carr ied 

on in the Office of the General Counsel for the month of 

August , 1941. 

Attachment 
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~t ~amt c. S!UDDB ca l'80JII:W a 
m orrn:1 or m eanu cooan : 

AUGUS! lffl 

The tollcnrlll£ work ftl dou 1111411' the 111penhioa ot 

!eei etant General Counsel Cairns: 

1. J.ir Co.eroe Regulation•. In cooperation with the 

• DepartMnt of .Tutioe, the Depar9n~ ot Co rM, &Ill 

177 

the Pllbllo Health S.rrloe joint regulatione han ben 

prepared tor the application to oiTil air neTigation ot 

.e lawe &114 regulatione relatill£ to outou, p~~bllo 

health, Oti'J ana olearanoe, ana iadpation. .lfte:r a 

nuaber ot oonterenoea, in which Kr. Chamber• participated, 

t. tint.l draft ot the regulatione ••• agreed upon and ~· 

been eigned b7 the heade ot the Tarioua goTernaental agenciee 

oonoerud. Theee regulatione will be incorporated in dua 
• 
oour11 ill the TOl,_ ot cuetou regulation• ncnr in 'preparation. 

2. IMz:genor. !he :report tor the 110nth of .Tul7 referred to 

the preparation &Do\, aignature b7 the Pr11ident ot a proola• 

mation deolariug that an ... rgeno7 exiete due to drougbt oon• 

ditione whioh haTe oaued a eerioua ehorte.ge ot forage tor 

liTeetook in oerte.in e.reaa ot the United Ste.tea and author­

hill£ the Seorete.r;r ot the Tret.aUI'J to peri111t the tree 
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importntion of certa · n fo rage for use in such areas. ·.r . 

Chantbers has partici pated with r epresenta tives of t he De­

ral'tnent of Agriculture and acb .i.nisLratlvc off i cials of 

the Bureau oi' Customs in the prc:e.r at i on of regulations 

to make the procla~tion effective, and these r egulations 

Jave been published in the weekly 'i'reuur~· Deci sions and 

ir. t he Federil Register . 

3 . Prooosed ~en~ent to the Anchorar e Rerula tions . ~. 

'itrr i son, Chief Counsel, Coast Guard, and !.'r . !"c:·urray 

have been engaged dur ing t he pas t month i n the consideration 

of a pro posed amend:nent to the Anchorage Regul ations whi ch 

1·:~uld establish a s;rstem of cont r ol over t he movements of 

all vessels i n the territorial v:e.tera of the Uni ted States 

throu:-h e. licensing arr ange:.ent , 'i'he Ofir:ons Section has 

also r:orked on this ::J8.tter. 

, , Tr ansfer of ~ersoLnel , vessels, etc . of Coast Guerd 

to :.e·:·· . ::r . :-Jarrison ;7es en&as ed in the C.r aft inr of a 

co:~p rel.er. si ve ::xecuti ve Cr cier to Fro vide rroced,tr es to be 

followed in t he case of t he transfer of per sonnel , vessels, 

or units of the Coast Guard t o oper ate as a Fart of t he 

• 

• 
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5. Required appearance in secrecy of employees of Phila­

delphia Mint before Civil Service Commission committee . 

An opinion addressed to the Director of the Mint which was 

prepared by Miss Goode and approved on August 6, 1941, con­

cludes that the Superintendent of the Mint had authority to 

order employees to appear before the committee, and that 

the requirement of secrecy does not violate the employee ' s 

constitutional right of freedom of speech. 

6. Optional flat tax graded according to fixed amounts 

of total income. An opinion addressed to the Secretary, 

which was prepared by v~ . Feidler and approved on August a, 

1941, concludes that such a tax plan would be constitutional. 

7. Secret Service invest igat ion of thefts of Surplus llar­

keting Administration food stamps. An opinion add.ressed to 

the Chief of the Secret Service Division, which was prepared 

by l!r. Collins and approved on Augus t 21, 1941, concludes 

that the Secret Service hes no jurisdiction over such thefts. 

8. Payment of income from trust fund by Library of Congress 

Trust Fund Board. An opinion to the Under Secretary, which 

was prepared by }[.r. Meeker and approved on August 21, 1941, 

concludes that the Library of Congress Trust Fund Board may 
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not pay to the Smithsonian Institution a half of the in­

come derived by the Boerd froa trust property at 16th and 

I Streets , N.W., Vlashington. 

The following work was done under the supervision of 

Assistant General Counsel Bernard: 

9. Fidelity Bond Bill (formerly identified sa "Bond 

Survey") (for deacription see original r eport, Item 10). 

Congressman Cochran has advised that he will be unable to 

sponsor this proposed legislat ion. The legislative section 

is presently canvassing ways and aeans of aeouring ita moat 

effective sponsorship in Congr ess . 

10. Federal Depositary System. (for deaoription see 

original report, Item 6) . This bill waa sent to the Bureau 

of the Budget on July 24, 1941 for clearance, and is still 

being considered by that Bureau. 

11. Law Co~ttee of Defense Comnunicationa Board (for 

description see November report, Item 23). Mr. Spingarn in 

conjunction with the other members of the Law Committee of 

the Defense Comnunlcations Beard is assisting in t he draft­

ing of legislation which would give the President power to 

act with respect to wire services and other desirable features 

which ar e not now covered by section 606(c) of the Communi­

cations .lot. 
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12. Administrative procedure bills . (for description see 

Apri l report, Item 8). The Legislative Section prepared a 

final draft of a letter for Under Secretary 8~11 • a signature 

to Senator Hatch, Chairman of the Subcommittee considering 

these three billa, as well as a final draft of the lenethy 

memorandum to accomp&D¥ the letter. The letter and memoran­

dum now incorporate all the suggestions from the various 

branches of the Treasury on this material. As soon as final 

clearance is reoei ved from the Bureau of Internal Revenue of 

ilhe revenue comments i n the letter and memorandum, the letter 

will be sent forward to Yr . Bell for signature . 

13. Proposed legislation to regulate production of opium 

poppies . (for description see !~y report , !ten 9) . The 

Legislative Section prepared a memorandum to Commissioner 

Anslinger on the subject of his eight suggested changes in 

the draft of the opium poppy seed bill , which that office 

submitted to him. 

14. Payment of claims against the United States (for des­

cription see or iginal report, Item 11) . This bill for the 

orderly payment of claims against the United States, and 

letter of tranaaittal therefor to Congress, were forwarded 

on August 5, 1941. It was introduced on Augus t 11, 1941, 
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by Hr. Van Nuys as S. 1839, and referred to the Senate 

Committee on the Judiciary. 

15. Board of Legal Examiners (for description aee August 

r epor t, Item 7). Mr. Bernard, as the representative for 

Mr . Foley on the Board of Legal Examiners, has attended a 

number of meetings of the Board in Solicitor Generel Biddle's 

office. As acting chairman of the Board ' s Committee on 

Transfers, Yr. Bernard presented a report which was accepted 

by the Board. 

16. Un-imerican Activities Committee. Because of the pres­

sure of Mr. O'Connell's work, Mr. Spingarn replaced him on 

the TreasUI'y Committee to consider charges of un-lmerican 

activit ies on the part of Treasury employees . Yr. Wilson, 

the Director of Personnel , is the other permanent me~er of 

the Committee, and a representative of the Bureau in which 

the accused employee works will also act as a member of the 

Comnittee in each case . The Committee held several meet­

ings during the month, and after careful consideration of 

investigation reports in several of these oases agreed to 

recommend to Mr. Thompson that no action be taken looking to 

the dismissal of the employee involved in almost all the 

cases considered. The remainder are receiving further study • 
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The Legislative Section office is making a study of 

some of the problema involved in, and other matters related 

to, the Committee ' s work, includi ng the scope of its juris­

diction, past and present statutes on the subject, and opin­

ions and decisions thereunder, as well as comparative mater­

ial on the subject that may be helpful . It is also prepar­

ing a proposed procedure for the conduct of hearings by the 

Committee . 

The following matters were worked on under the direction of 

Assistant General Counsel Bernstein through September 13, 1941. 

17. Foreign Funds Control. 

a. Census Report: The census report on Form TFR- 300 

and the instructions to accompany such form were is­

sued during August. The report form was issued in 

nine di fferent series to cover the needs of particular 

classes of enterprises. A thirty page public circular 

of instructions was issued in connection with the 

forms . In addition, the reporting unit is also en­

deavoring to prepare answers to all general questions 

in connection with the various classes of reports. 

Thus , a fifteen page oirculat• of quest ions and answers 

has been prepared for the ~:u :d8Jlce of banks · Similar 
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Regraded Unclassified



- 8 - 1.84 

programs are in the prooeee of preparation on the 

subjects of trusts, corporations, exports, railroads, 

insurance, et c . All of these activities involve con­

ferences between the interested groupe and representa­

tives of this office. Yesers . Bernstein, Reeves, 

Arnold, and Luxford worked on these matters. 

b. General Uce.nses: General Ucenaee were issued re­

lating to transactions involving Portugal and its 

nationals, for the payment of subscriptions to United 

State•' per iodicals, and relating to the probleus in- · 

volved in the patent field. The problems connected 

with the issuance of the general license on patents 

was the subject of several conferences with the various 

Government departments interested, as well as with 

patent attorneys and business firma interested in the 

subject. A public circular !as also issued in connec­

tion wi th the patent pr~blem. General Ucense !lo . 28, 

relating to American citizens returning to the United 

States, was aJllended. Meura . Bernstein, Luxford, 

DuBois, and Murphy worked on these matters • 

• 
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G. Blocked Foreign Bonds : i program for the redemption 

and purchase for sinking fund purposes of blocked 

foreign bonds was formulated and issued. This pro­

cedure will necessitate the holders of all blocked 

foreign bonds applying to the Federal Reserve Banks 

for clearance certificates before such bonds may be 

redeemed or t ransferred to another person. In con­

nection with the execution of this program, it was 

necessary to issue a public circular, a new appli­

cation form, a confidential Gircular of instructions 

to t he Federal Reserve Banks, and a press release. 

The matter was the subject of a series of discussions 

with the New York Stock Exchange, New York Federal 

Reserve Bank, and the Departments of State and Justice , 

as well as with the Securities Exchange Commission. 

Messrs. Bernstein, Luxford, and DuBois worked on these 

matters . 

d. The Proclaimed List of Certain Blocked Nationals : 

Various problems have been worked out in connection 

with the "black list". Instructions were sent to the 

important oil companies operating through subsidiaries 

in Latin !merica to the effeGt that they should have 

• Regraded Unclassified



- 10 -
186 

no deali ngs with persona on the list . These instruc­

tions were circulated to all American Diplomati c Mis­

sions in Latin America. Considerable work has been 

done on the probl em of how to deal with the operation 

of proclaimed list nationals in certain of the Central 

American Republica, it appear ing that the continued 

operation of such firma is closely tied up with the 

economic life of such Central American Republics . 

Programs to deal with this problem have been worked 

on and have, in some instances, been submit ted to our 

diplomatic missions in such republics. A representa­

t ive of this office (DuBois), together with a repre­

sentative of State Department, have gone to the Central 

American Republics for the purpose of working on this 

problem. General instructions t o all diplomatic mis­

sions in the American Republica are being worked on 

designed to prevent all dealings by t he United States 

concerns through their subsidiaries, agents, or other­

wise, with the proclaimed list nationals in the Amer i ­

can Republics. J,!essrs. Bernstein, Luxford, DuBois 

and l!ann worked on these matters • 
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Far East: To meet the further needs for persoDAel 

familiar with freezing control problems in the Far 

East , it was necessary to send another attorney 

(Clay) from this office to the Philippines. The 

problems arising in connection with the freezing 

control in China required the transfer of one at­

torney (Aarons) from l:anila to China. 

f. Business Enterprises: In the field of regulation 

of business enterprises negotiations were continued 

with the Sterling Products , Inc ., and consider ation 

was given to a formula for the handling of foreign 

banks doing business in the United States under gen­

eral licenses . Also considered was the problem of 

drafting a basic formula for the handling of blocked 

business enterprises engaging in export trade and 

negotiations in connection with the Silel ian-imlrican 

Corporation. Uessrs. Bernstein and Lawler worked on 

these matters. 

18 • . Stabilization - - Freezing Control Operations. Consid­

erable work has been· done to coordinate freezing control with 

stabilization operations in order to improve the economic po· 

sition of China. A series of telephone conferences were held 

• 
Regraded Unclassified



- 12- 1.88 

wi th A. M. Fox, American representative of the Chinese 

Stabilization Board, with a view toward formulating a pro­

gram in conjunct ion wi th the British and Chinese which would 

throw the weight of the American and British freezing orders 

behind the Chinese Stabilization Board and Chinese exchange 

control operations. A progr am was devised at conferences 

wi thin the Department as well as wi th the State Department 

and others and it is now receiving further consideration. A 

series of general lic.enses, etc . , will need to be issued in 

connection with the execution of this program. Messrs. Bern­

stein and Luxford worked on this matter. 

19. Censorship Bill . This office studied the censorship 

bill and program proposed by the Navy Department, part icu­

larly from the point of view of how it may be integrated with 

our needs under freezing control . Conferences were held with 

a representative of the Navy Department and certain other 

conferences were held for the purpose of learning what the 

British were doing in the same field . Messrs. Bernstein and 

Luxford worked on this matter. 

20. Certifications Under Section 25(b) of the Federal Reserve 

~· Licenses were issued and papers prepared in connection 

wi th certificat ions under section 25(b) of the Federal Reserve 
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Act of authority to operate the folloYiing accounts : 

a . Danish Consul ate Accounts held by four banks in this 

country. 

b. Ilorwegian Government accounts at the Federal Reserve 

Bank of ifeVI York. 

c . Accounts of the Bank Polski , central bank of Poland, 

at the Federal Reserve Bank of lie" York . 

d. Account in the came of "Danish Legation (Representing 

the Governors of Greenland) Account II" at the aank 

of Nerf York. 

}.:essrs . Bernstein and DuBois worked on this matter . 

21. Purchase of Russian Gold. We prepared an agreement be­

tr:een the Treasury and Russian Al:lbe.asador covering the pur­

chase of $10 oillion of Russian golc, the , ole to be delivered 

•:ithin 90 days after the date of the agreement, and 95 per cent 

of the pa;nnent to be made upon execution of the agree~ent. 

!.ir . Bernstein •1or ked on this matter. 

22. ~~xican Stabilization end Silver Arrangement . This office 

in cooperation with Dr . Whi te' s office and l~ . Cochran worked 

on the proposed stabilization and silver arrange:.ents with 

~exico and discussed changes with Dr . ~onteros , the Uexican 

representat i ve . J.!r . Bernstein r:orked on this matter • 
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Regraded Unclassified



Sept«eber 25, 1941 
11:15 a.m. 

rG DEFEI:SE SAVINGS BONDS 

Present : 

:r.t:. Jr : 

Graves : 

l.!r . Graves 
llr. Hough teling 
llr, I seby 
1!r . l!i lton 
1:r . Johnston 
!.!rs, Kuhn 
Uiss Dallas 
!.!r . Poland 
Llr. Kuhn 
Mr. Odegar d 
!.!rs . 1liller 
L!r. Hyatt 
L!r. Touchstone 
Urs . t:or genthau 

\'/ell, Harold, the floor is yours . 

You rti ll recall, Ur. 1!orgenthau, that you 
and I decided that it nlight be mos t useful 
for us to confine our discussions todav 
to two subjects, schools and ~ayroll • 
allotment plans, and I think 1 t :night be 
best for us to begin on the schools and 
after concludinG our di scussion of that, 
take up then tho pllj"roll allotment plans . 

~ suggest i on would be that we have l!r. 
Iseby explain to us nhat he has done and 
proposes to do further in J.li chir;an ni th 
reference to his school procram. l'le have 
\'lith us J.:rs . JJille r f rom our New York 
orcanization and they are crystallizing 
their plans there for a school program, 
and I would like after that t o have Mrs . 
Miller explain what i s in contm3plation in 
tlew York, 

• 

• 
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!i.::. Jr : 
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As long as Frank doesn ' t st ar t off b7 reading 
some poetry. (Laughter}. 

It works . 

Yes, i t does work wondorfull;r . 

Then I think that L~ . Odegard mi~t tell 
us. smething of 11Ju;t he so.rr on his field 
tr1p west about t his work in other states 
on t he schools . So ~. Iseby can be3in this . 

Talk just as t hough we r:ero talking to 
shop stewards . 

·;/ell, we started late last year because the 
program started on Uay firs t . Schools 
closed, some of tham, at the ond of June , 
We bad about a hundred and ten ci ties i n 
Michigan that inaugurated a Defense Savings 
program i n the schools, one do.y each week, 
before schools closed. Now this year we 
will have by t he middle of next month, every 
school in ever:r city in every t ol'ln and 
village and every rural school in the ei~:h~J­
three counties of Llchi gan hD.vi:tg Defense 
Savin~;s Stllllps talked a ::out and sold to 
the school childre:1 one dnr each 7:eec: until 
school closes next spring. ~he schools tha t 
had the progrllll last fall ~•d s~rin; ere the 
ones that r:ere so en thuaed abou\; it . : .. •:: 
school thct I'Oll11 t ed t o chec.c on the proc;rn:n 
and ue uere satisfied thn t we 7:ouldn' t have 
to tal~ a_;y core about it . ~he school teachers 
r1ere very ent hused about realizin.:; th:l~ it 7Ias 
a fine subject to talk about t o t.•e scnool 
children, particularlj• ei c;ht , nine , t en, 
eleven, and twelve 1·:eJ'e VOl'/ loyal anci r~ere 
t here each week, t hose thc.t coul d. There 171lS 

no pressure . 

I have found i:l labor , husiness, every group, 
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one thing that ia a cardinal point in our 
program t~t just seems to win enrybod¥, 
labor part1cularly. They love it . It ia 
~o much so, Mr. Secretary, that the Ford 
stewards are having a meeting Saturda that 
they have called themselves for two t~ousand 
of them in the Dearborn highschool to start 
it - after your conversation. 

Grand. 

All the school teachers we - we approached 
'1-.th= through them through the teachers first 

because I have found that you must have school 
teachers' support through their own associa­
tions. In that way then, to the superintend­
ents of schools . We haven 1 t bad to go to any 
school boards. It seems to have been the 
thing with the superintendents and with the 
school teachers, who are powerful enough, 
that if they are in favor of the program, 
the program will go through, In set ting 
up our committees in each canmunity, of course 
the mayor was picked aa an honorary chairman, 
and we picked also a norklng chairman. 
Always the Superintendent of Schools bas 
said, "Please understand t hat we are separate, 
We want to cooperate, but we are separate. 
We just don ' t want to be involved in any part of the 
reat of the picture, We will do our jobs as far aa 
the schools are concerned," which they have. 

The parochial schools, the Archbishop of 
Detroit baa printed some ninety thousan~ pam­
phlets of their own to dis tribute to children 
in parochial schools, along with our stamp 
albums . Same of the schools keep the stamp 
albums in t he schools, and they are numbered 
and distribute them to the children each 
week and let them paste their 01111 stemps in. 
Some of the other schools say they have.no safe 
place for safekeeping, and have them brmg their 
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stamp albums that day and they bey the 
stamps, paste them in and take them hcae 
In others, there are funda in the local ;chool 
where they bu1 the stamps and have a stamp bank 

in the school and sell the stamps to the children. 

In other schools, the majority in Detroit, they 
collect the money one day and requisition 
the poet of fice for the stamps that afternoon 
and distribute the stamps the following dai 
to the children. That has worked very sat s­
factorily. 

So every one of our schools and every one of 
our newspapers. l.!r. Namm, Friday who was in 
Detroit awarding the prizes for the window 
displays downtown --

He came to Detroit? 

Yes, and Mr. Gaertner, who is the managing 
editor of the Detroit News, we.a there . Brent 
Gaertner is a very able cititan f rom the news­
paper field who doesn ' t fall for &n7thing 
easily. He said to me, "Sit down here for 
a minute on the sofa . The school program, 
Frank, ia the finest program that baa ever 
came to Ul.chigan." He has three children, 
too, and he knows of it first-hand. 

The a chool program baa softened up industry 
and the industrialists so that when I went into 
Chrysler to t alk payroll deductions, the 
treasurer of Chrysler aaidz ~ea, I am for 
it because I have to, in slADg1 'decorate 
the mahogany' for m1 children to buy Defense 
Savings Stamps, and I think it is a fine thing 
for the school children, and a '!l'onderful 
thing for the '!l'orker. • 

I think the school program baa bro1,!r.ht it home 
to business eo that the retailers will support 
the stamp bank and sell stamps. It has brought 

• 
Regraded Unclassified



Graves: 

H.ll. Jr: 

Iseby: 

H.!J. Jr: 

194 

- 5 -

it into eve17 CII:JIIIUlli ty, including the 
worker, who, when we como to payroll deductions 
knows pretty well all about this Defense Saving~ 
program. 

I think it is a grond thing because every 
.ltonday morning now, or Tuesday, in W.chigan 
some thirty thousand intelligent women will 
be talking Defense Savings to over a million 
two hundred fifty thousand school children, 
We hope to have at least one million childrc 
in Michigan saving regularly, voluntarilr. 

So much for that , ile have sent peckets to the 
schools and in return asked them to let us know 
what type of literature they wanted1 and the7 
have all come back and picked out w11at thef 
wanted for the children we have up to now, 
\'/e have sent that back to each community 
where it has been distributed as the school 
program starts. 

You have sent that to the superintendents? 

All the superintendents. I find t ha t the quick­
est way to reach theg - a few weeks before the 
start of school I dictated a daf wire which 
oost, I think! _about twenty- two cents, four 
hundred sevenq- six of them, The great 
majority of the Stnte people are familiar 
with the school program, Within seven days I 
received replies from three hundred ninety­
four of them, and here are the letters (exhibit­
ing file) . They come from almost every city 
in J.tiohigan, saying they will put the program 

in effect . 

Don ' t rou want to answer questions? 

Yes, I will bo very glad to answer tham. 

Peter, start the ball rolling. I mean, just --

• 
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I _ would like t o hear something on the other 
s1de, Mr. Iseby. It can't be all beer and 
:kittl=• · It can't be all - shall I 8a 
r~sea • There must be same problema tbt 

ar1se in connection with the program. 

You mean problema in so far as cooperation 
with the schools? 

Yes . Problems of administration for 
example, how the stamps are bandied in 
schools, whether by the t eacher or so on . 

Oh yeo. 

There must be oa8es of children losing 
stamps. 

Children who baTan ' t got the dime. 

That is understood by all our school teachers 
because they t ake par t in so many of our 
charitable programs there, that no school 
teacher would in any way embarrass any of 
the children of the school who didn't have 
the money. 

There Tlere bugs in the program, if I may 
put it that n.:r, but not fram our standpoint . 
That was, as you know, from the postoff1ce 
standpoint where we got rolling too fast 
and they couldn' t handle the picture and it 
became 8C1Wr&Ure• But sti ll the school 
teachers were lo and they helped iron 
it out and we ca led on the banks to handle 
Defense St amps and then on same of the stores 
like Ur. Shapir& at Cunningham, if he 
wouldn • t handle the stamps and service some 
of the echools

1 
which he said he would be 

glad to do. On :res, I had a lot --

Have you had a hundred percent cooperation 
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from tea.ahera? 

Yea, ah yea, 

It ia the first time in history, 

No refusal , Of course, I fought for the 
school tea.chers . I spent pro~a.bly nine or 
ten thousand dollars of rtJ:f own money in 
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1932 to see that they didn't receive a.ll 
their pa.y in scrip. I suggested at that 
time that all industry ta.Ke twenty-five 
percent of its payroll in the ai ty of Detroit 
in scrip to be used for rent and taxes and 
that every worker be paid seventy- five 
cents in ca.sh and twenty-tin cents in scrip. 
It was the only scrip in the United States 
thi.t enr ma.de pa.r and was retired at 
a.bove pa.r . 

)(e.ybe that has something to do with it in 
Detroit, because I went before this group 
at four o'clock in the afternoon of the 
Detroit Tea.chers Association, some thousand 
of them, and notified the newspapers that 
I was going, and I thought they would do it . 
So I we. a on t he spot if they wouldn 1 t . And 
they voted to do it. So it has traveled. 
I think the &fprosch through the teachers 
and the superllltendent has --

Do you encounter this sort of thing? Do 
you encounter competition, one school with 
another 

1 
or one room in a. school with 

another? 

No they were a.ll forewarned of that. We 
ba~e a. good cOlllllittee, pa.rticularly in 
Detroit, and we used the Detroit plan ~d 
sent it to every school superintendent lll 

Jollchiga.n. lb.phasia was put on tba t and 
Jlr , Coilf, who bas bean the superintendant of 

----------
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the Detroit achcole for twent;r- three years 
emphaelaed that there waa to be no preeeur~ 
of an;r ldnd. 

I might read from the instructions sent 
out by Superintendent Cody to the Detroit 
school teachers, Peter, This paragraph: 

•The above plan would probably t~eet the 
needa of moat schools . llecesaacy adjust­
ment to carr:r out the apirlt of the enter­
pr~se may be made at the discretion of the 
prlncipal, It is of prlmar:r importance 
that perticipation in thia project be 
considered in the light of voluntary action, 
and it ia essentially important that 
pupils who are unable to buy etamps should 
not be embarrassed in &n1 way. • 

Those are the inatructiona of Superintendent 
Cody to the Detroit school teachers. Of 
course, I suppose there is roam for same 
over aealoua teachers t o ignore that, but 
certainly the school authorities have 
undertaken to apply t hat safeguard. 

I would say they would not. I miitht aay 
this to you, that when I started {his 
program and brought the teachers in to 
oooperationi more than one other thing was 
that I flat y put u\' to them in this meeting 
that the:r were to fln&noe the stamp banks 
in theee schoole, that I thought the 
teachere, each one, should be the bankers, 
and that the teachers in the hil!!l school and 
the grade achoole could put up lor one or 
two hours each day three to five dollars 
apiece and have a bank of a hundred dollars 
for stamps and that would be converted 
into caah and they would have their mone:r 
before the;r left school that evening • 

• 
Regraded Unclassified



B.ll. Jr: 

Odegard: 

Odegard: 

- 9 -

Who puts up the three to tin dollars, who 
puts it up? 
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I had suggested that the teachers pit it 
up, but we found that they said they thought 
that they could collect the money. Where 
they had school funds, they would use the 
school funds, the local funds of the school; 
and where they didn't have, they would 
rather collect the aoney one daT and bUJ 
the stamps afterward. Soae of thea are 
but that 18 a voluntary program. ' 

Ban you &lJ1 eatlaate of the amount involnd 
in this school savings? 

Of last spring I have. Soae of our sohoo~a 
sold fran - in that three weeks, s- ot 
tham in Detroit, a hundred and seventy-five 
dollars up to two thousand - I think the 
1110 at was two thousand one hundred and sane 
for a school. 

Are these accounts kept separately so that 
each student, for example, must wait until 
he accumulates eighteen dollars seventy-five 
cents before he gets a bond. 

We had the ten-cent stamp albua,of course, 
and used that, so that we eaid to th«m, •rf 
70u will save this and carey it back and 
forth to school, if you should lose it, you 
woul! only lose two dollars and a halt. You 
can exchange this ten-cent stamp albllll when 
70u have it filled for two and a half to 
ten twenty-five cent atampa if rou want to, 
and 1f111 can keep that at home. When 7ou 
accumulate eighteen dollar• seventy-five 
cents - the schools voted, I think you will 
see it in the instructions this rear, to 
complete the process and see that the 
student receives the bond. 

• 
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The teachers have voted to take them to the 
post office and see that they receive the 
bond in the way they want it when the 
eighteen dol~a seventy-five cents ia 
built up. 

They had that discussion, and I said I 
thought they should. llr. Cody said that 
he thought they should cOlllplete the program, 
euperviae it- -

I had two pointe in mind. One was that 
in IIIAIIT schools there are already savings 
programs. In San Francisco, tor example, 
there are about three hundred thousana 
children who are now saving each week. '!hose 
savings plans that are in this case admin­
istered u,r the Bank of America pay interest 
after the first dollar is accumulated. 

New, the point is that a child who puts 
his savings in that kind of a savings plan 
begins to get interest on his savings after 
he has accumulated one dollar. If you put 
in a plan like this one, he doesn ' t get any 
interest until he has accumulated eighteen 
dollars and seventy-five cents. It aoesn•t 
make a great deal of difference, I s:~Ecse, 
in tel'lDJI ot the am.oun t, but it does e a 
considerable difference when you have three 
hundPed and twenty-five thousand people 
participating in that kind of a prograa. That 
is why I asked it there is an atte11pt on the 
part ot the schools in Kichigan to work out 
a plan where just as soon aa there is eigh­
teen dol lars seventy-five cents accumulated, 
the bond is purchased. 

Oh, yes, that is true. I say, the school 
agrees to finish that- -

Oh, I see. 
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· :· · ~ediately . I think that you nill 
fl.nd - ~ust the other nieht I ftas talking 

!?00 

t~ the Secretary in Pontiac . There is a 
ol ty. that has a savint•s plan . Flint had 
one 1n the schools . The bank failure in 
Flint - never in the history of the United 
States - even the safety deposit boxes were 
loot~d and ~he school children lost complete 
conf 1dence 1n any kind o! a savin~s pro-ram 
and both in Pontiac and in Flint, the banks' 
will say that all of their oen in the com­
munit7, business, th:t this is the f inest 
thing that has ever co~e to thei r co~ni~t. 
It is instillin~ confidence . You could not 
start ~ schoo1 savincs pro;r~" in either 
one of tnose c0~1unities frg.n a banking 
standpoint , but nort l'lith the Go•rernnent 
Defense Bonds, sayinr: to them that the post 
office or the Federo.l :teserve aank VlindoriS 
have never been closed--

Coul d I interrupt a minute, Frank? I am 
o. littl e bit embarrassed today on time . 

'.'/hat I would like to do is this, because I 
have go~ to stop at about noon. If you 
people 11ould continue in !!r . Gra~es ' office: 
I mean, I just haven ' t ;ot the t1me th~t th1s 
thillY. is north;;' of . I JUSt nen t to us,.- one 
thing ~self to be taken up later on ~d 
that is, tr: it out on these people •. !ou can 
say it is 07 i dea so you are not trytn7 to 
sell your men, this idea of borrowin~ ~. 
Cody to ~o into one of ~our ndjoinin~ states 
to use blm on this- what I call the J •. c. 
Penney idea, you see . After nll, I am tm­
pressed v1ith the fact that the re~~on. the 
Self-Help Cooperative, which r.v 1'111? 1s so 
interested in i n '.'/~.shington , goes, t s t ~at 
they have developed such n uniqu.e techn1que . 
That is why it ~es here nnd nortnere else . 
I think that oa'' be true in llichi-;an . 

• 
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As I understand, this man Co~ is tho 
fellow that you have used. 

Yes, we have used him. 
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The thought that I had was to borrow hit!· 
and, i f ft was agreeable to our people 1~ 
Ohio,.to let them go into, say, Ohio, and 
say, Now here are these people. They have 
learned how to do it. Lend them to our 
committee in Ohio and teach them how to do 
it.• Then we have planted another seed, 
and then m91be Ohio can teach it to Pennsylvania. 
I don't want you to feel that this is !Jl.chiee.n 
trying to put somethins over on the rest . It 
was my own idea. If you people, Harold, 
decide you want to go ahead with this thin~, 
I would like to also s~est borrowing one 
or two people from Uichigan and sending them 
into Ohio or New York if they are ready. I 
don' t t hink New York is ready. Send them to 
carry the torch in there. 

From what Yr . Namm said, both the chairman 
and vioe chairman of Ohio have been to l!lch­
igan and spent, I think, two d&¥s with us, 
and from what Mr. llamm said, when he \'IllS in 
Akron, they have caught the spirit all ri~t, 
and Ohio is starting to roll. 

If we have time, and I think we have, I think 
i t would be nice for Urs. Uiller to tell us 
just what they do have in prospect in New 
York, if you don't mind. 

I would like it. 

Ur. Secretar], I can • t point to any such 
ro am as Mr. Iseby does, because the,nhole 

ll def is a new one in !lew York and hasn t been 
tried out. However, the Commissioner of Edu­
cation has appointed a Dr · Arthur Getman to 
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sit on the New York State Executive Board to 
represent education, and he hae been there 
just very recently, so that I am a!raid I 
undertook to do what I could before that 
before i t was officially decided upon to'have 
a member of the State Board of Education. It 
seems to me that there are several lines of 
approach, and I am very glad to have Ur. 
Iseby bear out my own feeling. There are, 
at this time of year, many conferences and 
conventions of teachers and supervisers 
throughout the state. It seemed to me that 
one way of setting this thine in motion was 
to reach those people. 

Aocord.ingly, I was in touch with the !lew 
York State Teachers Federation and have 
lined up a program of visits to those con­
fnuces. There are ten of th8lll. TWo have 
ilieaq taken place, one of the oi t)' and 
nllage superintendents and one ot the 
diatrict superintendents of rural schools, 
and day-before-yesterday 1 spoke before both 
ot those llodies and found them in the main 
very eager and very cooperative. 

Of course, the school bank plan is a very 
import ant part of the New York City system. 
Too important, I someti.Jlles think. Unfor­
tunately there aro earr principals and 
eager teachers who pu pressure on the 
thrift pl ans in the city schools that I am 
very much afraid might be translated into 
the Defense Stami program too, and I think 
~ must be avo ded at all costs. I think 
the savings banks will be very eager to 
cooperate because they are sometimes, I think, 
embarrassed by the numbers of dollars that 
come rolling through children's banks. You 
may have seen the reiort recentlY. ~m~­
thing in very hir.h f gurea, in the m~lllons , 
that is collecteCI in !lew York State each 
year that way. 
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Bow, Dr. Getman, with whom I han been in 
close touch since he has bean appointed 
teals with me that we need some litera~e 
that is addressed to the aohool ohild 
probabl1 the ninth" or tenth grade chiid, 
the earl7 hiJ:h sohool ;rears, ma;rbe the range 
ot those graaea, and he has undertaken to 
start a poster compaign throuY.bout art 
olaases in schoolathroughout the atate to 
get children thinking along these lines and 
to get children's ingenuit;r in this work. 

It seems to me that that plue the attack 
on the teaching profession, bY the end of 
October, I shall have met with nery teachers• 
group in the state. I think we will have 
the ground laid at least for a program when 
it ia developed. 

Now, that program will have to be developed 
with the close cooperation of the Superin­
tendent of schools of New York1 Superintend­
ent tampbell, and the Preeident of the Board 
of Education, Kr. Utrshall, and I think they 
will aet up a committee. 

I am afraid this is all in the tuture, but 
I hope the very near tuture. 

Mrs. Miller, I would just like to make one 
suggestion, if I might. The plan hasn • t ;ret 
been approved. We wil l do it for the whole 
country. But if Kr. Graves and wr. Odegard 
and Mr. Kuhn agree among themselves they 
want to go ahead - I don • t know how they are 
going t o feel about this; but if they do, 
the onlr suggestion that I have is, don't 
wait until you get the whole state st~rted . 
Start it 1n a communit;r, because if you wait 
until" ;you get the whole state, I am afraid it 
will be Christmas. 

!ea . 

• \ 
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So pick a small tol'l!l, ten, fifteen thousand 
or twen~J-five thousand, don ' t you think so? 

That is r ight. 

And start it there and make your mistakes 
there , but I am so anxious that something be 
done in New York other than just committees. 
I mean, I want to got beyond the conuni ttee 
stage and break the ice there . So if these 
gentlemen decide they are goin~ to do it, 
try it in a tol'lll of twenty- five thousand or 
under. 

All r il!ht. Is it t rue that New York State 
would '6e very largely guided by what is done 
in New York City? Do we heve to 1~t unt il 
New York City is organized? 

I don't know. 

I should hope not , because i t presents a dif­
ferent problem, of course. 

I don' t see why you couldn' t start in Pough­
keepsie or lfewburgh. 

We certainly shell do it right away. 

I think it is very progressive with the schools. 

\'i'ere you meaning to ask our attitude with 
reference to that question? 

Yes. 

Certainly not. We had no. idea tho. t it should 
start first in New York C1 ty • 

I am not sure whether the ochool bank pro-
am i s pursued quite as aggressive~ througb­

~t the state as it is i n New York C1t,r. In 
New York City you have that as a special 
factor to deal with. 
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Well, if, aa I sar, those three gent»eaen 
decide that this a something the7 want to do - -

Then we can start a demonstration immediatel7. 

Somewhere . 

Yea. 

Our experience, l{r . Secretar7, in starting 
the program wae that the rivalr7 of the 
other ci t ies was very great, and the7 wanted 
to know the minute we had the program 
started. The1 wanted to know in two or three 
smaller communitiee whJ we hadn't etarted 
it in their communit7. 

Well, we have, for examplt, the Federal 
program on Food Stamps. hey tried it 
out in Rochester and until the1 had it worked 
out there they wouldn't move. The7 worked 
ever7thing out in Rocheeter and.got all 
the bugs out of t he thing and then the7 
went to work on other cities. 

I sat in on that first meeting, Wr. Secre­
tarT, when thnt was planned. 

I am so anxloue to get something going in 
New York State. 

I might say, l{r. Secretar1, that according 
to the correspondence we han RoP.,heeter , 
New York, has already started. 1hey even 
started before the appointment of Colonel 
Pattereon. 

Yes. And Buffalo, on the other hand, 
refuses to have anything to do wl. th it. 
I think l{r. OdegarO. remembers that l{r. 
Fainiff of Buffilo was very insistent that 
they weren' t foing to do that becauee of 
the difficult es theT had down in the 
thrift banka and J am afraid we will have 
a little education to do there • 
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I think tba t l.s •111 I. f they find from a 1Wl 

like Mr. Cody - I am not getting b~ck 
to Kiohig~ again, but l!r. Cody is known 
by every superintendent of schools in the 
United States, I believe. He I.e probably 
the oldest superintende.nt of schools in 
a major city. He I.e very res trictive, and 
when the teachers voted for this program 
he immediately called me because they had 
approved it before I approached h1 11. He 
asked for a meetl.ug and we had a meeting 
and he understood and then he approved it. 
We prepared for the children this mimeographed 
question ~a answer business. 

Have you a copy of that? 

Yea . 

I will take these people to my office. 

Peter, have you made up your mind yet , 
or are you still in a state of flux? 

I just have one idea, that is all, 
~a that is that the schools are primarily 
for education, and the minute we lose sight 
of that fact we get into trouble . I think 
the schools are not organized to sell 
stamps or bonds as such, that the sale of 
stamps and bonds can be made logically 
incidental to the major purpose of the 
schools, which is educat1on. I think. it 
is perfectly fine to do so, but the m1nute 
the main purpose of this or any other pro­
motional campaign becomes the promotion 
of sales, then we are becoming a party 
to the betrayal of the American school 
system. 
Now, I don't know about the lllcbigan _plan 
and I assume that the educational obJect 
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is apparent because obviously the amount 
of money you are going to raise in this way 
ia not going to be great, The main 
purpose of it ia going to be ita impact and 
effect upon the children and more particularly 
~he parents through the children, and that 
ls an educational job, and not primarily 
a sales promotion job as such. 

I am delighted to hear about the Wlchigan 
thing because, aa I say, it ia the first time 
in my experience that teachers have been 
one hundred per cent for anything. 1hat 
is, it is almost unique, I think. I an 
not doubting that it is true because of the 
circumatances there. 

Now, the Buffalo situation is characteristic 
of what one might expect. The only thought 
I have is just a word of caution that we 
not try to make the schools primarily sales 
outlets and never forget that their primary 
purpose is education. 

Could you say a word about Oregon, Peter? 

Yes , t he thing about Oregon that impressed 
me was the fact that Gamble and Mr. Hoyt 
out there have insisted that whatever sohool .­
and I think you have done the same in llich­
igan - whatever school program is adopted, 
must be administered by the local school 
people. 

Yes. 
1hat is, it can't be done by remo te.con~rol 
and it can't be done bl someone comJ.ng 1n 
and saying, ~Now this 1s lb at you shoUld do.• 
I t probably ought to be dumped in the laps 
of the local school people . Otherwise, 
I think you might get into difficulty • 

• 
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That is. very true from a promotional 
standpo1nt,_Peter. I t hink as far a3 our 
Goyernment 1~ concerned there is no other 
t~1ng t~at Wlll ge t acros s the message 
ltk~ th1s Defense 3avinga Program. I 
don t_look at it as a sales promot ion 
no, slr . I think it is the grandest ~duca­
ti?nal thing that has col!le to the school 
(\htldren and - their interest in our 
uovernment. Ther•e is no pressure. Every 
l?cal school,_ B~rcdngh~, Pontiac, the 
ltttle comcunttles, it lS all their onn. 
Nobody tells them what to do. Here is 
the plan. but t he emphasis is no 
pressure under any circunst~ces. So 
much so that this letter that has gone out 
merely speaks of the educational val ue of 
thrl !'t and savi ngs . 

You see, the magnificent thi.ng about this 
program from the poi nt of view of education, 
and I don' t know anything about r.tuch else 
and not much about that , is that t he 
Treasury has, i f you want to put i t th is 
way, an excuse for going to every r.tan, 
woman and child in America with almost any 
ki nd of message ~ e want to gi ve thee, as 
no other azency of the Government that I know 
of has. 

\"ie have t en cent stru:~pa . No\\ , the prioary value 
of that is t hat it does give us an ex~use 
for reaching these people. with a par~1cular 
ki nd of educational ma terul . That l S 
the only word of cauti on that I have. 

I think that the school chi ldren o~ Det roit, 
four hundred thousand of them, Tl~en they 
reach eighteen dol l ars seventy-f~ve ce~ts , 
have a ten million dollar stake 1n the1r 
Government, some thing that has never been 

' 
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Dell as: 
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Iaebr: 

H.M.Jr1 
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heard of before in our countr,r I don•t 
think, I think thtt ia the ro~ on whlch 
thh h fOWI.ded, 

209 

It im't Just htnng the eighteen dollara 
aeventr-rlve centa stake, it ia underatandlug 
what thermean. 

That h right. 

Kr • heb7, I &111 aorr7, it aeeu to 114 in 
reading clippings on Michigan I read a couple 
in .nlch it pointed to a couple of achoole 
a1 haviug achieved a hundred per cent aub­
scriftione on these Defense Savings Sta.pa, 
and n a curious to know how that waa 

,.._ol 1• the Thouaa Jefferaon School • 
... a verr fine group of teachers 

out there. There were aix children out 
t .here who could not afford to bur a ten cent 
atup and the7 found joba tor thm. Now, 
I might •11• Kr. Secretarr, that all our 
newapapera feel that coupled with Defense 
Savin3s should come this conservation pro­
gram, and give the children, block b7 block, 
the opportunl t7 to raise 110ne7 to bur 
Defenee Savings StiiiiP•• Our three moat 
powerful papers are together and that ia 
wbJ the earnings of these children - the7 
have found a WIT tor them to earn this tan 
cents in t~ achool and give them a hundred 
per cent, ~ould aa7 we haven't tried t~ 
reach ona per cent or a hundred par cent. 
That ia the ThOII&I Jefferaon School Onl7• 

At Hl.llun, )l!.ohigan, a 11 ttle town of 
aoae tour hundred, everr peraon in the 
oo..an!t7 baa atarted a ata.p album. 

I wonder if Uls• Dallaa referred to the quota. 

• 
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Dallas 1 

Odegardr 

Iseby: 

Odegard: 

Kuhn: 

Kuhn: 
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No, I juat wondered how the children 
were - -

210 

I mean the question that they were trying 
to have a hundred per cent as a quota for 
each school or did you just wonder how they 
got that way. 

I wondered whether it also wouldn ' t be 
an influence on other ·aohoole. Wouldn't 
other high schools say, "VIe want to have 
a hundred per cent, too, • and wouldn ' t 
it produce pressure methods? 

No, we have emphasized that too much. The 
teachers at Thomas Jefferson were trying 
to do a good job and they had a scroll, and 
we sent it down here to the President from 
that school and they were trying for that 
more than anything. There was no pressure. 

Yr. Isebf, do you have with you or do you 
have ava lable any of the educational 
materials that you use in connection with 
this? 

Yea. 
I think that would be very helpful, 

That I.e one of the two questions I would ask 
Yr . Iseby, what do they do in the Defense 
Savings period once a week when they devote 
an hour to this'? 

Well they don't devote an bour. Some of 
them' bave tied it in with mathematics and 
arithmetic and that part of the prograa. 

I would be interested l.n that side of it, 
and then the second thing was, bow was it 
possible to avoid embarrassing a non-purchaser 

• 
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i
1
fbJOU aell and distribute the eta.n 

a IIIU in the olaurooa' ....,. 

Well, let's look at it thia wa , There 
are children in ever,r one of t~eae achoola. 
The children in the aohoola know at certain 
tiaea of the J'U they are bringing food and 
clothing to aohool tp fill up baskets to 
take care of thea. there la no secret 
about that uong children todaJ, I don't 
find that there h . 

I don ' t aem that, I ai.Jiply1111111 that there 
h a ldnd of effect of lntlal.dation --

You aean 'llhere they are all bu7ing at one 
tiM? 

Yea, and on Monday morning they are all 
brought i nto the room and put on the 
children' a desks, and there are four desks 
where there are no stamp books . That to 
me is embarrassing to the occupants of those 
four desks. 

I don' t know. I don't believe that le 
embarrassing on our achool children today. 
I eat in the baillt of these roou around 
n.troit long before these Savings Stqp 
thi.nga. I don't bellne you can eabarraaa 
children that way. There la no drhe on, 

It depends on how it ie done. 

A• I say, I oouldn • t nor could the Uni ted 
States Govern~~~~nt tell our school teachers 
to put on any pressure or force in tbia. 
They are too conscious of their social 
responsibility in our ooaaunity, and they 
would not, and they do it in a very subtle 
way. There will be no - maybe in New York 
state by reason of your savings profru or 
something like that, but that waa t e one 
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thing that Dr. Cod7 emphasized and I have 
emphasized all the time to the teachers, 
that we don't need to do it because the7 
wouldn't do 1 t. 

212 

Kr. Iaeb7, couldn't fOU accomplish the same 
purpose b7 devoting thla period, sa7, to 
defense or Defense Stqpa, and then having 
a central point at which students might 
purchase Defense Stamps in the school, a 
school bank, without selll~ the sta.ps 
in schools ao that no one ldlows whether a 
student bu,a one or not9 

You must leave this program to each individual 
school, or they won't do it. 

That is said in the literature, Peter, 
that each teacher wlll adopt methods 
deemed appropriate for that olaaa. That 
is said in their literatut•e, 
l ~) 

rt might even go ao far as to suggest that 
it ought ~otto be done that way. 
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HMJr: 

Dorotll)' 
Doyle: 

HMJr: 

D: 

HMJr : 

D: 

HMJr: 

D: 

HMJr: 

D: 

IIMJr: 

D: 

HMJr: 

D: 

HMJr: 

D: 

IIMJr: 

D: 

Hello. 

Yea. 

Th1a ia Mr. Morgenthau. 

Yea. 

Septeabar 25, 1941 
12:10 •••• 
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Would you tell Mr. Blough I'd like to have 
Ilia have somebody bea1d .. h1aaelr atart a­
mediately on worllng ot a draft ot leg1e­
lat1on to pu t into etteot what I eaid yester­
day a bout six per oent t ax. 

Yea. 

So tell Mr. Blough I'd like aomebody to s tart 
on that at onoe. 

Okay. I will oall him right away. 

Well, he isn't ln. They say he won't be i n 
until three. 

Oh, I eee . 

Ia there anybody 1n your ahop that you could 
a tart on it? 

Yea, indeed. I'll apeak t o Mr. Shere , the 
Aaa1atant Dir ector, and have b1m get aomebod)' 
a tart ad. 

Tell Mr. Sher e to get i t, baoauaa I told the 
preea that eomebody was working on i t, and 
I ' d like to keep my word. 

I believe t hat they are. I beli eve that 
they're working on that now. 

Wonderful. Then I guess I told the truth. 

All right. 

Thank you. 

You 1 re welcome. 
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Cheater 
Bf.r nard: 

IIMJr: 

B: 

IIMJr: 

B: 

HMJr: 

8: 

HMJr: 

B: 

HMJr: 

B: 

IIMJr: 

B: 

HMJr : 

B: 

HMJr : 

8: 

Hello, Mr. Morgentbf.u. 

Bept .. ber 25, 1941 
2:12 p.a. 

21.4 

I f.pologi~e, Mr. Barnard but I vent on the 
Hill yesterday at ten and lett there at a 
quarter or seven. 

I aav that you did. 

So I Juat couldn't get to the phone. 

Well , I ' a aorry to trouble you. 

You haYen 1 t. 

I'• all eat except tor a !oreal Yot a or l eaYe 
or abeanoe rroa _, coap&nJ, ~ioh v1ll be t aken 
in about !iYe atnutee. 

Yee. 

And I thought it vould be neoteeary, l ocal ly 
here , tor me to give some etatament si nce the 
organization bar e is arr eoted •.••• 

Yee • 

•••• • but I didn't vant to do that without 
ooneult1ng you. 

Well, I'd be glad it you vould eay that you' re 
ooa1ng down on my i nYitation to aeeiat ae in 
general problema arreoting the Treasury. 

All right . 

I s that aU right? 

That's all right. I think nothi ng mor e ie 
neoeaeary than a brier atatement. 

Ie that all right? 

That '• quite all right . 
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B: 
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I didn 
1 t know. I thought 111a1be after rq 

a1x per oent atatement you'd gotten cold 
teat. 

215 

No, I don't get cold teet very eoeily. 

(Laughs) All right. Well, I'm reall y looking 
forward to your coming beoauee the day isn't 
long enough and I haven't got enough rlght 
hand e. 

Well, I hope I Gan be ot help to you. 

Well, thank you. I know that you can, and I'm 
delighted you 're coming. 

Well, thank you very much, and I 111 go right 
ahead. 

Thanlt you. 

I'll be there the a1xth. 

What? 

I'll be t here the sixth. 

Thank you. 

Yea, e1r. Thank you. 
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HMJr: 

H: 

HMJr: 

H: 

RMJr : 

H: 

RMJr: 

H: 

HMJr: 

H: 

KMJr: 

H: 

KMJr: 

H: 

KMJr: 

H: 

HMJr 1 

Hello. 

Hello. 

Hello, Sidney, how are you? 

Fine. Well , I want to congratulate you. 

Thank you. 

I haven't read it tully and completely, but 
the headlinea are good and the aubJect aattor 
what I've read waa good. 

Well, I apPreciated your help. 

Well ••••• 

I hope you reaohe4 ue paraarapb that I bad 
en labor. 

I N&4 that. 

Ie that all rightt 

Yea. Well, I 1a goi~ to r ead ~ore ot it. I 
think, you know, you ve got to be real frank 
to brlng to the attention or the country what 
wae eo neceeaary to do • • ••• 

Well, it you'll ••• • • 

216 

••.•• e;t th1e ntting ott prot1te a bon a oertaln 
aaount • ••• • 

That 1 a right. 

••••• eo that we can .. allY tal k that everybody 
ie aating a contribution. 

That 1 e right. 

Yee. 

Well, it you're pleaeed, I aa. 
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HMJr : 

H: 
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Well, i t wae very, very good· and, or course, 
I wasn't able to read it a11: 

I waa yesterday at the latest convention or the 
shipbuilding workers, and I'll tell you you 
know, that the spirit there ia Just moat magni­
tlcant. 

Isn't that grand. 

Oh, my. I wouldn't want anything better. 

Uh huh. 

I don't bel i eve I ought to talk to you about 
it, but it' a coming in now more in some or our 
contacts here and on over in your department , 
and t hla i a aome or the places where they 
negotiate through your Procurement Divlalon. 

Yes. 

We have the questi on or copppr i n Michigan. 

Yes. 

And Mr. Maok is the Director or the Procure­
ment Divis ion. 

That' e righ t . 

Now our boye here - you know we alwaye want 
to haVP the labor fellows r eel that they're 
part or it. 

Yeah. 

And they have asked him to see a labor com~lttee 
Jointly with the employees, and he said, no, 
that's not hie line. 

Yes. 
' I don't want to talk to him 

So I d l ike you - 1 ldn't do it· but tlrst 
d1 ctlY or course, vou • 

re • contribution to make •.... 
or all, they may have a 

• 
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HMJr: 
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IIMJr: 

21.8 
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Yeah. 

•.... and the next talng 11, 1t 1 e verr dealrablt 
that the labor groupe teel taat tha:r're part ot 
ot our whole ettort. 

lf all, I tell :rou vba t I 1 d llke to do. 

Yee. 

I'd 11ke to eend Mr. Houghtellng - vho aort ot 
look a atter thoae thing• t or ••· .... 

Yea. 

••••• ueed t o be Coul.uloner ot Iu1grat1on •.... 

Uh huh. 

• •••• over to aee JOU any tlae 1t'e convenient. 

fine. Nov, 1t rou'll ••••. 

You give ae a t1ae and I 111 ••••. 

Well, let'• aake 1t- let'• ea:r tour-th1rt:r 
to daft 
I '11 han hill there and you tell hia what :rou 
h&ve 1n a1nd. 

r1ne. Thank rou verr auoh. 

I ' ll have hill there. 

Ver, good. 

Thank JOU. 

Thank you. 

Oood-bfe. 
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HMJr: 

Operator: 

HMJr: 

Operator: 

HMJr: 

Hello. 

Mr. Houghtel1ng. 

Hello. 

Oo ahead. 

Hello. 

Sep tember 25, 1941 
2:20 p.m. 
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Ja111ee 
Houghtel1ng: Hello. 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

HMJr: 

H: 

!I!!J r: 

H: 

RMJr: 

!!: 

Hough tell ng . .... 

lea. 

Morgenthau. 

Yes. 

Sidney Hillman Just CAlled me. I t' s some­
thing with the copper wo r kers - I don ' t know 
what it is, and something to do with Pr ocure­
ment in the Treasury and Clif Mack. He wanted 
to t alk about it, and I aaid you'd go over and 
see him at t our-thir ty. 

Yeah. 

Before you go, you better telk to Clit Mack, 
Director of Treasury Procurement and find out 
what i t is. It has something to do with copper. 

All right, I'll do that. 

Some labor trouble ot some ki nd. 

All right, I'll do that. 

Could you please? And be 
office at tour-thirty. 

at Sidney Hillman 1 s 

Four- th1 rty. All right, sir. 
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RMJr : And let •• know to.orrow. 

H: All right, I 'll do that. 

c 
• 
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IIMJr: 
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Sept .. ber 25, 1941 
2:21 p.a. 

Rallo. 

I th111k 7011 41d IJ)len4141J on 7011r teaUIIODJ. 

I'a aorrJ. I didn't hear you. 

I 117 I think JOU 41d aplen4141J on 70ur 
t11Ua0117. 

Well, 1'• delighted it 7011 are. 

And it ••••• to ae that t hat vae a "'1'7 .urn­
oult lituaUon and our bo71 report that it oaae 
out tine. 

Well, u wu d1ttiouu. 

Yee, 1t wae. I thillk in the llsht or what 
the aarltet baa done in the laet few da71 that 
it'e 'UJ'J iaportant that we ahould oontinue 
thea• 41aouaaiona of what aho11ld be done befond 
th1a point. I u a little b1t afraid that al­
thoUSh the preu didn't, the aarltet aay hau 
oonetrued what we aaid aa bullish and not aa a 
4Upen1ns intluanoe. 

Yeah. 

I Wiah 1ou1 d thillk that o•er and aee it 1011 
don 1 t thillk we oUSht to keep our bof• at the 
Job or ••••• 

Oh, I'• 1n entire asreaaent, and I~ told 
Dan Ball I want h1a to oontinue. 

It I aight aalte a eussaation - Juet ott the 
reoord to JOil - I think it between now and 
Monda)' Dan would ha•e another oonterenoa with 
the etatt aen on tbat eubJeot, it a1Sht be 
YeJ'J helpful. 

I'll pan that alons to hia at onoe. 
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R: thallk• nrr nah. 

HXJr: thallk JOU. 

R: Ok&J. 
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HMJr: 

Pan1e1 
Bell: 

HMJr: 

B: 

Hli.Jr: 

B: 

HMJr: 

B: 

HHJr: 

B: 

Hello. 

Yea. 

September 25, 19~1 
2:25 p.m. 

Ronald Ransom cal led me up and he eaid - and 
I didn' t ask him why - that it you could call 
another meet i ng or the etatt between now and 
Monday, he thought it would be very helpf ul •. 

Okay. Wh,y? 

I don't know vby, but as long aa he eeka 1t, 
I think I'd do i t. 

'iby , aure. 

Okay? 

Yeah. Do 1t r i ght awa7. 

'!'hank 7ou. 

Good-bye. 

.. • 

223 

Regraded Unclassified



TO 

PROM 

c 

TREASURY DEPARTMENT 224 
INTER OFI'ICIE COMMUN ICATION 

DATK S.pt<lllber 25 , 1941 

The Secret.&ry or the Treasury 

L!r. Hough~aling 

I nave the following confidential information about 
George N. Buffington of Chicago. 

He was fol'tlerl.y in the Chicago ortice of Eastcan 
Dillon & Co., a 4tocks ani bonds houae, but now nao a tin&nci&l 
businosa of his own in Chieaso . I ID&do confidential inqlliries 
thro\18h to::/ cousin, Francis P. Butler, a atoek broker, and learn­
ed that Leeds L..itebell, senior partner of rlinthrop, L..itchell & 
Co., stock brokers, reports that l:r. Buffington is a brillilinUy 
able man. Ha has eonaide.rable financial reaources as he lllBl"rled 
his first oouain, who is a daughter or the late Judge Eugene 
Buffington, !or many years chairman or the Illinoia Steel Co.; 
l.lrs. George Buffington inherited a considerable pert of Judge 
Buffington'• large fortune. George Buffington is a man or 
quiet habits and good character. l.lr. llitcheU reports that the 
only possible criticisn of him may be too groat eelf-aQsurance. 

Paul H. Davia, leading Chicago atock broker, who has 
had many dealings with l!r . Buff ington, told Ur . Butler that he 
ia aatiaractory to deal with in ovory wny . 

I talked on the telephone with Edwin G. Booz, an effic­
iency expert who was brought to 1~uh1ngton by S.crotary Knox to 
inet.&ll a more efficient organization in the r.ayy offices, and 
who is now doing tho saoo work tor the t:ar Department. I have 
known J.:r. Booz t or QAny years. He lalowa George Buffington nil 
and at.&teo that be is a ..an of tine character ani great ability, 
who gets along with people well . He 1a JtO,.. of a prce-.oter than 
a routine business ..an. He is very reatleea and energetic and 
1a conetantly developing now business opportunities . This does 
not make him a good "inside man . • 
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COMMANDING OFFICER 
U.S.. S.. AUOUaTA 

I 

Sept ember 2~ , 1941 . 

Denr !.ir. Secretary: 

The silver oup which you so kindly 

presented to this ship has been awarded tor the year 

1941 to the Officer in Charge ot tho Fire Control 

Divisi on, since ln t he opinion or the Com!anding or­

fleer that division contributed most to the battle 

ett1o1onoy ot this vessel. 

Very truly yours , 

~~./--' 
C • H • i'IRIG!IT , 

Captain, U.S . 1/avy . 

~:r . llonry r.:orgenthau , Jr ., 
The Secretary of the Tr easury, 
~lash1ngton , D. C. 
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Sept .. ber 25, 1941 

•1 deer Kr. Young: 

Thenk you for 70ur Ter1 courteoua 
letter of September 22na. 

I want to take thla opportunity to 
a&aln t hank you .oat h .. rtily for the 
luncheon whioh JOU ao kin41J arranged for 
me. I enjo7M being with 7ou ana the 
banlcera of Detroit ana the Meting -· 
nry helpful to •· 

I look forar4 to aeeing JOU 1n 
Chicago on October 2na. 

loura e1noerelJ, 

(S1po4) 1. lore•\II&Go ~·· 

.'r. C. S. Young, Pr11ident 
federal ReaerTe Bank of Chica&o, 
C'~oi caeo, lllinoh. 

22? 

• 
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Federal Reserve Bank of Choce9o 

Septeaber 22, 1941 

!lear llr. llorgenthau: 

1 thought you would be interested In 
laarnin& that preoo eouent, ao woll aa that or 
tba 1nd1•1dual banker end buaioesoaan, was very 
rnorable on your Detroit Yioit last Frida.y. Tha 
Detroit benkera eapecially wore pl88sed to have 
an opportllZiity to 10aet with you at luncheon. 

Ao 1 procised you Friday, we are taking 
otapa to have our Detroit Branch issua Series E, 
F and G bonds and to sell Tax Anti ci s-tion Not ... 
lla are also arranging for tho aa!ekeaping or Series 
E bonds at the Branch. 

Very truly yours, 

Ron. Henry Korgentbau, Jr. 
Secretory of the Treasury 
llaahington, D. c. 

• 
Regraded Unclassified



S.pte.beP 25, 1~1 

Dear ~. LoYetta 

I f1n4 1 han aot aolmft1a4ge4l 
receipt of 1our letter of September 
12th. 

lour proapt ani oa.plete reply to 
~ reqneet of Sept .. ber 11th 11 1n4ee4l 
appredete4l. 

loure lincerel7, 

lion. Robert .l. Lontt 
.leeleteat Seereter¥ of War tor .llr, 
lar DepartuDt, 
lalhlngton, D.C. 

(./ 

229 

• 
Regraded Unclassified



WM DEP"""""" IIHT 

OFFICE Of' TliE ASSISTANT KCI'InARY f'OR AI Ill 

WASHINGTON, O. C:, 

'!he BOJ>Orabl.e Bonry llorpotbau, Jr., 
The Secretary of the Treuury 
r.asbingtoD , D. c. 

Deer llr. SecretarJ: 

Septeaber 12, 1941 

230 

I baft 7CI1r letter of Sept.aber 11 with respect. t.o the figcree .,.. 

1a.Tent.ol7 ot -bet plaDea Rl.t.eble tor uae a-•~·t. a ·-' •·•-~ 
air force . .,....__. --...... • ~ -.,u..erD 

We bave pre11• 1• ey fiSUl'•• tor .lU£Wtt 31, wbieh abow a subetan­
ti.o.l ia.oreue. I ci.,.. thu be:t- oo~~per..S with JuJT • 

.lplr ll Agcult. 31 

In Cont.iuolt.el u. s. 486 683 

.lt. foreicD St.et.ioae (U.~.) 271 357 

UDdergoi.na llodernisati<m, 458 523' 
Service t.at.e, or a.paii-. 

Tot.ela 1m 00 

11th reepect t.o :your 1nqu1rJ u t.o "'0117 the nWIIber of c011bet 
plaDee et.ill rea1na eo -n •, the aJIMift, I belie,.., ia not dift icul t 

t.o find and not cooatorl.1a.g - t oaD<!. In 'liT op1a.J.Dn1 it 11 -""• ot a 
COIDb1a.ation ot the att1\lade ot baeia.e..........-1, tdlure t.o at.ert the 
propoaa -.rq IDOII()l and 1a. ...rtici•t q"""tit7, and the enr-preoent, 

overebador1a.c probl• of prioritiaa. I aa oure 1011 are aare tbat tr.. 
AUi\Lit 12, 1940 until the latter pert ot JvAa the entire J.rJtT Air Prograa 
was euhord1n1Wcl t.o l22l I&T7 planee of the ac e lle4 • t'leat. Aircraft 

Replaoe-.t Planee•. Pr1or1tiu were poante4 1a. Juno aDd w1ll beoo ... 

otteotiYO, tor the -t pert, 1a. Septeaber oc tho ArliT HeaTT Boaber ~ 
graa, llttinc th1e ai.nale t.TPe of plana t.o an J.-1-b rating wbicb w1ll 

l.il<n1.H be abared with JlaT7 petrol planu and other lavol drcratt 
t.ot.elinc ahollt 3000 plaDaa of ueorWd typaa. J.t the pr ..... t. t ao n 

are getting about 50 per o-.t of the procl..cticn ot coabet. drcratt and.l 

SECRET 
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U we o.H abU to aintain a lair diatributlal,dellnriaa to 'QII 
eboul4 be at a rata equi~t to about oat oq\adroa wary other 
da7· 

Tbtre ODIItinuaa to be an urceat Dted tor OIJr treiner plaDea 
on wbich productiOIL oontinuea to be excellent. 

With ldndeat regards, I aa, 

RO I!ER'f A. I.O'IETT 
J.aai.atallt Seoretarr or 11ar tor Air 
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( 

Sept-., U, 19U 

o.r Mr. Lentt1 

Thank JOU for JOUP letter of 
Sept .. ~r 8th oa oa.bat pluee. 

Do 1• han 1101'1 I'MeDt flaur11 
Uw1 Jul7 3bU 

It le •ltflo~t tor .. to ..aer­
etucl q the .-bor of oo.t.t pluM 
etlll ,_lu eo ••ll· 

lCIIII'e alMIPil¥, 

(Slcne4) B. Uor &oothau, J r, 

1!011. Robert A. te.ett, 
Aaelataat S..retu7 of 'far tor Alr, 
...,. DoputaeDt, 
liublJtctoD, D. C. 
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WAR DEPARTMENT 

OffiCE Of' THE ASSISTANT S£CAETARY I"'R AIR 

WMHINOTOH.O. C. 

Septe11ber 8, 1941 

Booorable Be1>r7 llorpotllau1 Jr, 1 
Tbe Secretary ot t.he rrea.,..,. 
llaabJ.nitoa I D. c. 

Dear llr. SecretezT: 

Gi.,..D below are film'•• 1Ddicat1Dc tile total c011bat 
ple.Dee aftilable ae of llk7 311 l=• 30 aDd Jul7 .)1. 'l'heee planes 
rapr .. eot equipaeot which ia IIOdero 1D all reepe<>ta. 

liar 31 ll!D• 30 JulY 31 

111 Cootineotel U. s. 296 427 486 

At Porei10 Stetiooa (U.S.) 337 329 277 

1JIIdercoilli lloderoioatl.oo1 

Ser't'ice 'l' .. ta 1 or Repdr. 294 319 458 

Totel.e 927 107S l22l 

~;rr 
IIOBEl\T A. I.DVE'rl' 

Aaeiateot Secretary ot War for Air 

SECRET 
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OATC September 25, 1941 

TO 

•wow llr . Cochran 

'!'be llri thh, tbro\lf)l llr . Bewley , told uo )'I I tor4a¥ neni ng t hat t hey eon­
t e=platod loou1DC a otatomont t o tho pr ooo at London on Sept ember 30 in r•~•zd 
to Sir Otto Niecoyer ' o rtd t t o Chi na. Kr. Bewley, lmnioc of lilY eontempbted 
departure with Sir Otto, a sked that we appron a reference to lilY trip aloo 1n 
their eomrounique. 'l'bo col:llllUl11qua of the Brithh vu , therefor e, ollgbtl:r re­
•hod t o read aa per the attached note, which had )'our appro•al, u well as 
that of Ke01ra. Bell, Bernete in and Vhite in t ho Treao1127 and A .. htoJ>t Secreta!')' 
of State A.cheoon &nd aloo llr . George .lotchuon l n tho ?ar S..otern Dirt a ion of tl:d 
tepartmont. 

Who 41•cnu• t..nc th1a note, 70u aeke4 a tor a &t:IOr andua for relettae b-J 70U 
on Septeobu }0, tho dato of tha Britlob rdoaoo. Moo' I ouuoot oonetbiag alo~>e 
the followi ng l1aoo: 

•~~r. B. Korle Cochran. :l'ore1tn Sorrtce Ot!ieer and Techniw 
.loooiotant to tha Secretary of t he ~roaoury of tho United Stateo, l oft 
San l'rancheo on September 28 b7 Ol1ppor, on route to Hone Xonc. Trn­
oling with Mr. Cochran vu Sir Otto llleae:rer of tbo llllllk of llntl and. 
Mr . Cochran will col laborat e with Mr • .1.. Manuel :rox, t he American economht 
and member of tha Stabilhntlon Board of Obina, ao well at witb ot her 
American Cbinooe and llritiob o!ficlalo eonoornlnt the inter-re~t<cl. 
fincDci ai and oconcalc problema of t he Stabilisation iUAd , tho Chiceoe 
Joretp J:xeh•n£• Control and the tlnlted State I Freezing Control. 11 

'!'he draft of thi• ... 1 .... ao eppr ond obould be ciT•n by th• Tr••· ur:r to L 
¥.r. llevle7 i n ..-plo tllao for him to cable 1t to London be! oro Sopt .. bor JO. )'·"',.,.....' 

• .. 
Regraded Unclassified



J.t tu roopeot o! lllo 11aJoot7', Oonr-t ill tu 

Vaito4 liac4o• aa4 Oil illYitatioll ot tbo Oblllooo Go.ora­

aollt , Sir Otto 11-701' boo 11114or\alooll a tiaaaol.al .,., 

eooaoaio aiooioll to Cblu. ll1oa~r bu roo01ltl7 boOil 

ill Yaobill«\Oil COiloultl.q vlth .&M.rio&A o!t1ololo. llr. 

B . ... rlo Ooohr• , Joroip S.M'ico Ottlcor "'' !ochAloal 

Aoolotaat to tu S.crotarJ of tho !1-oa1V7 ot thoo 11al.to4 

Stat .. , 1a t ranlillc to Chlu rlth bla. llr One llftOJ'Ol' 

rlll bo acooapclo4 ""' uolotod 'b)' llr • .J ... o Jlaxtor, 

Jiuacial J.4Yioar to tbe Ooftr ... Dt ot lluraa. 

• 
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ll&ahington 

Septe::obor 25, 19'11 

H. ::er le Cochl"an, Esquire, 

Sir: 

American Foreign Service Officer, 

Cere ct the Depnrt~ent of State , 

Waahington , D. c. 

?.eterenee 1a oade to the Depart~eut'a 1ottruct1on 

of Jul7 19, 19}9 cietaili"l: you to t he Depart::ant for dut7. 

~ia detail la teroinateci e!!eetiye at the cloae or buaineae 

Septe=ber 25, 1941. 

You are 1netructed to proceed to China on the opee1n1 

miaeion concerning which you have received or~~ lnttruetionA. 

You ere nuthorizcd to render account a direct to the 

Dep1!11't01ent covering ;rour salrry in aecordcnce with the 

~rovi alona of Chapter 5 of the Foreign Service ?.egul~tiono. 

The trr.ntpor,tat1on axpensee elld the 'l'ltr diea incurred by ;tou 

on thia a iaaion vill be rei~buraed by ~he ~Ttaaurr De~trt-

cent fro: ita Stab111.at1on FUnd. In t h1a connection your 

attention l a directed to Section V-45 of the ?ore1go SerYiCO 

Re&uJ.ationa. 

Very truly youra. 

For tho Secretnry of State: 

( Sgd.) G, Ho>~lend Shew 

Regraded Unclassified
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ror Wise Chouneey 

.. • Cul I . IIUlllln, 

...,.\arr, .. u. nnw. ,.,..._., 
6 Dlovl'IIIMH e1 ...n., t ... , 

..... 1111\l ...... . 

.. Teft, .. T ... k • 

...... .U ... l 

Ia tr IS4 \ ot ,_ 11\\W Aatet 
.. , ..... 19, ttlal, J llaft , 11 ...... la lat•nlac 
,... talat l • ..,_.U. ........ .., tor a noU t o 
ru .. , ..a ••U Mill wua. • • -n ot ,... 
• s .. u. tar ,.,. ~a~-u• •t ••. • · 
._1 rea, ..,. ~- ...., ot ,.,. a\Qul-
••• leeN et alae. fft .., Mar Urootl7 
,... *'INN. Ia.., -·· J IMll .. cliO£ 
,. • ...... - ,. ........ ., 111'17 
Nhnh's# £ .. . 

(~ 1 . .,-1• c.oru 

. . .. 1. c..wu. 
~al Alllltllt ,. , .......... ..,. . 

• 
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IDfiOI nCftllll PIODUeal 6 DllfttJV!Oia Or Allf~lC~ 
u ... , lllou. """' • 

tiC . 

In T- Ol\7 

!M loHnlolo lou)' lor,.atloaa . 
....... IIF7 ., ,... I'Hanr)'. 
Yaollla&'ea, D. 0. 

tlr1 ••••· • · 1 . .. rle CoUroa . 

I a tllo aatt or of tho ._.rleoa-Jrl­
tlob-akl .. oo l to,l l ltotloa Joort la 
roopoot t o tloo orur for UoooaU­
- ot 11.1 , '"l lor roaUtoaeoo 
rr .. "'nlbl 1a _., to 11. a. 
aotloa plot~ ~ro oat Uotrl­
•toro tor aoUoa pletvo tU.o . •• 
t11o roewun tlloroot . 

t'M UotorotcMt, la --.u of U.o --· of till llettoa Piotaro 
,_ro 6 Dtotrl._, .... ot AMrlea, looorporotot, roproooatlJII tllo 
l.,.rtaat .. ,,, of protH\1oa &at Uotrl'-tloa ot aotloa plotaroo la 
tiM 'DaUot ltotoo Ull t11o Uotr1-.uoa of n oll aotln plotvoo 1a 
aktaa &at tllft.._.,.t tllo root of tllo wor U, proooato t llo tollowlac 
'llrlot1 

1. '11M ._.., ... pro-ro o.H Uotr1atoro of aoUoa plotvo tllao 
llow loeoa ot.l- II)' aalolo oa or a'ltftt loptoa'llor l 2t ll tllat tloo .t.aor l ­
ou-lrlUolo-CIIlao• lta'IIUlaaUoa loart ot lllucba1 llao tallot or 
r~-· •• ,....,. .. l1al , ........ ullar o••llaaco la ,..,..., tor flloo 
...,uot llr tlloooo tor Uotrl-.uoo o.H OlllllUtloa h aklaa. 

htoro noll .. u .. oa tllo pe.rt of tllo oa14 lto'IIUlloUoa Joar4 
Hlllt'-o wro trool)'- to t11o 'Daltot 1\otoo rw;ppllorr of .. u .. 
plotaro tllao t .... \llo nrlou thtrl-.tlal o-"•• l a Clllaa 'IIJ 
rtrho .t oootrooh 'Ito- tllo _,_ 11 p•loo 014 tllo Uotrl'-toro 

la Clllaa. 

1. .. "•"th.ll)' oallot t11o aaoht- of U10 a-ro)lo , _..,..,. 
ot tiM '"--7 to t11o- \loot t11o rM\UOMOo t o ''" 'Daltot l totoo 
ru . 01 u "loo .... ro-• -· la npport of .. lo roqwut .. uolro 
to polat nt tllo tollowlacl 

a ) t'M aoUoa plot .... lUutFJ' ot tllo l1aUo4 stotoo lo ou or 
tllo aoot t.portaat t.M:aatrtal oat .. -olal oatorprlooo, roproooatlal 
oapltal 1-.oot ... to oott.otot at two 'lllllloa tollaro oat Mlpl OJ'lal 
)00,000 ....... . 

• 

• 
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-1-

\ ) Ia M-.1 tiMe We "-ft 
~ fit t\1 _,_ ...... I I ,_- iMIMtf7 11M n•ln& 1lp .. 

""' at Ue tu.e u .._;;_ ..,.. ...!:".!r -wuo. fte ,...._.. 
U• , u.. -u _.... _. .._ nait'- ~ ..... ..._ .. ,.. tM uUll•-
...-• .._ l.lllu\'7 w.l& " • _,.,._, nu.et u.... 
.-ll\7 fit ....... U. llllll ~ lt l!:lllUo .. •la .. la Uo llsp 

..... to,~** ····- \lie':.... ~-:::::::·..::.:1:; ~ 
-•1- •U• fle-. I D 1111 ,_ .., tenlp -v, &lalaleloeo :· =·~-~ hl&e -.il&Ua tor ,...&W\lM fit WUM pl-1 

• ... ........... ...., ....................... ftlM ., 
... lMII'f7 la •• -..s..a ...... . 

I ) Ia -· ,_. Wa laAe\17 11M '- na•rte .. & -UIIllJ 
La lh .. unu .. u •• -u•o -•••· .t.a - 17 .n.. ••U"F 
..... '-''-' ·~....,. - a ' .. , .. ~ ... u ..... '*,. . 
, .. _ .. ~- -..u. ... ~ ,ut ..... .-117 ............ 1lp 

..... ,..._, ·- ell --- ....... ,_ dii\Ma -·l'llll 

.Ua....Ua, IIJ4S•, IINIIIe1-"•, hallc, lat ........ ,_, ...... 
Ullllll, l\alT, #.,.., loatria. lol'h ••• 1 ..... ......, hlM& 

.. 'hpel..U. • • 

,_ .... alMa\ •tlnll' ...... ,_ hlprla, Do ..... lt, 
rlalllllll, ....... ell ...... lalaaloa, .......,., ..... la, lpala, lpla ........... 

&) .. ". pla\VM- .... 1..-,, "'"' •• , ........ -'7 ... 

l-.1-'11-- ..... ·-· ., -· .... u •• , 1\ngll, .. , ..... .. 
.. Meelatl -·"' , .. _,., ... , , .. •I'll• ., ... ,..,1 .... .. 
-' ~-. " h -'1111 .. pela\ .... *' ......... , ,..._, 
_, ......... el~ ,.,-latl- - lat..-1 ,..., , , .. ''-''"'­
,_ • ..a tMtr ~ le ae .....,__, tar tiMl ne .. 17 ae \1111 -.11 

, \h ''-la& ~ .... thollll-. .. •• ...,, ha --.u-
" .... 811W .. , ..... ln\ala, -.vella _, .. "''"'· .. 
l.U ... lw fit We rUI81't~ ll tllll , ... \!let .-.. bot _.,..,.. 
-'" ............ \h --'- ...,. ... u .. at ftiM .. , ... ollaU 
-"- la ..-lltl' __ , e.,.S'Nlllt .. .- ...,... .. u .. ,nn .. 
, ........ , ..... uu ... 

1M ._._. tU• - M a ftlllelo ot lUu ... a_,. • ., .,,u ..... •'"""' - , .. ,.. ... , lhllt h • .,...1 , ' ... ._. 
"-'- tUM an ... tM\17 ,... .. atUW \1111 Mlrlau .._ fit Ute la 

Ylri& aa1o '-"''" ton ... .._.., \h wrl& •' - tJooretoro -
, .. , ...... ,.ua~· , .... ~.a ... ·--"· ..... - ... \111'1 ""' u.-u--••· 
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- } -
e ) tM -"-- If \1M neht.eUen.,.. -•-• ,._ Old.M te UM '-rlaa fila I U FElli , ..... of \1M te._bc, -

•-"''-" a UMU\I•nrn If \1M llllfl'lT 11 ._rt._ tuao tw 
ellll'IIUl• la a.&aa. 1M Mwl- •Uen pli\'IH ~eV)o lo ...... 
tllat ..- a u-u-n• et \Ill nwl7 of '"""' llr••U. ,., ••­
..__ .. U fMll UM\ - "-l- pl-e llrl PI lo- en \M 
,_,. la Oklaa, .t.ale ••ln ple"'"• u& U..b lnltunt .. , '"'CM' 
prou·pn4• will ealulftl7 .,._ ., \Ill _,. 11 .._ ..__ 
,._ - .... n- .. ...., u.. pooul• et run. -• ""., ''"""' 
u& \1M ed.l'lll-e, \e pro\le\ \Mlr - ,...,_., lator111h, wUl 'lie 
''"" te ed.l'IIU neU• ~·-• h - I~OpiiUft II \M 1'-le 
u& prlnel,t.e *la \UM neU• '""'"' portrap. 

}. • .... ...., ..... ....,..u.u, .......... --"'"· ....... ,...., ttl 
\Ill lnae 1 -'" ._, pMel'llll ...UMnUea .U ..,.n-* \U 
._u ... po11l'lll1 -· \e lMMe \Ill -rt-JrtUelo-Cklnell 
IWUleatln leaft to p1nee \M netl• pte._ fllne "'1911M -., 
\M .._rl_ a u ''" • lh ,...,.,..... lle\ fill eu .. \lal U.Wte 
11 \lila\ UM _.evletM -'''-' ,,_ Wee, w'lllalo \Ill "-looa 
tUn I.MuV)o llal Mntetore eaMM· ••.11 'Ill fo~tllrei'UM _._\1 .... 

We ..,...tete pv n aporMl., u& are """ •• tval.ell .., 
&MlUenal lalena\loa *1• ,.. - Men -•=rr· 

....... ,..u,, 
(I~') Carl I . .lll lkla 

"" .. ,.....~ ......... •u• "'"'" ,....._, a llle\rt.""\lre 
., -rt-. .... 
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AIIIIOASIY, 

CIIUIIKUG YU I.a. 

Aotorenoo lo, 343 troa s•ab111&at1on Board 

ot Oblna oon• through Conau.l General, Konr; lConc, 

Bop, .. bor 4, 6 p,a, 

CWOft Ploaae oablo a1a1lar ro:>ort ot 

opora,1ona to 4&'• 1n dollar• and aterl1 nr;. 

UD QIJOft, 

lULL 

"'. ,11 
•1L~iCE 0~ • 1: 

n: 
1(}11 2Eb ::.3 t t' ~ ' S 

• 

• 

• 
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. ...,._.a-.. 

n -·· ,. ... ,... ... ....,. ., .... _, . 
........... ... .... _ tunal" el ........ II 1eaU .... , I 

u ..a aa .u. ., ... .-& •t • ......... u-ea.a •• -1r •lstl• 
et ,.,. ............. ,..,1_., ... ,_.u&.ul• ,.., •• ....,. • 
....... 2 5 ....... l . - ................... ~!be ...... 1 ......... 

.... ... a en.ile& ......... ttl - --· lfiWUi U-el- .. --

..... , h liMbl 'r 11'- - .... ..., ...... 7 . I ..,. tllet tllle 

wUl MIJit ,.Niue a ...a ta\le tl-l• el ... ftl'liU -a... 
lrttl*• 1M •• ?It wl- _. a _. •lln&.a el tile , ...... ,..u-. 

.. - la ... ' "'*,.. .... .u ....... ~ AUI:la ... 

- .... w&U \1 atMrt. .... 'N ~ IP lalla la * •st ... •• • ·' 

• 

• 
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AL!!:I.:BASSY , 

CH\r. GKIJ:G VIA ~; . ?. 

:>30. 

Sepht~ber 25 , 19~1 

ll!dn i~t 

rem rox p;m:~ s::c!G'i'A."Y w T:..ASU!'.Y . 

~JO!E Considering t he ertreno d!!!!cultf o! 

adeQuate eoi'CI\1D1ce.t1on between ua 61\d in rlew of the 

need o! r~ ade~ua te diaeua~ lon end e~rly aolution of 

the !nterrele.ted ;rob lena of t ho St~b11 h r t!on l-Und, 

the Chine3e Foreign ExchF..n5e Control, Md the United 

Sto.teB ::'ree~ine Cont rol , Cochr e.n , who hea c. deteiled. 

!-cr.owled.ge of the current Treseu~ 41ecuasione on thes e 

CB.ttere, is leavi ng l(' el1l'rer t"ue Hone; KOf\!" Oetober 7. 

I hope that this will QAko pooo!blo e round- table 

dlacuasion of t~e ~~1ous Acericon , ! rttlah , ant 

Chi nese .- lew• t ottarL e. <!u1cl:: solution of the penting 

r roblee>l · 

We are 1n ae:reee~ent ,11.h your aut:geat1on not to 

ro}1lru:e Aiki n •.nd Aarons nhO will be nuthor!:od t o 

loc.ve for Llen!le. I n the next d/'lf or oo. t !ID 

Coey : bJ : 9- 29-41 

I!ULL 
(FL) 

• Regraded Unclassified
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TEM GRAY 

Hong Kong via N, R, 

Dat'.d September 25, 1941 

Rec 1 d 9 :45 a.m. 

Secretary of State, 

Washington, 

PRIORITY 

384 , Sept embEr 25, 2 p , m, (SECTION 0~) 

STRICTLY CONFIDENTIAL FROM FOX FOR THE 

SECRETARY OF THE TREASURY, 

"Dr.taiMd Hong Kong for e xaminati on by urgent 

Shanghai ques tions. 

(A) (?): from l etters from Mackay of(?) 

Shanghai direct i n section two and from other 

~- sources WE learn that Shanghai 18 def1n1tely en­

deavoring to maximi ze i mports into Shanghai Md 

( ?) ns little of stabilization fund as possi blE with 

the aid of political pressure on Washi ngton. Im­

perati ve thnt something be done i mmediately to cur b 

i mpor ts i nto Shanghai. Board itself defi nitely 

i n favor of curtaili ng i mports , eepcciallY in light 

of increasing evi dence of lnrgc supples etocks and 

that moet Shanghai buyi ng for hoarding (?) , Shang­

hai demands insatinbl~ es evidence by September end 

October 
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- 2- #384 , SeptembEr 25 0 2 p. m. (SECTION ONE) 
f rom Hong Kong vi a N. R. 

October rEquiremEnts and Mackay letter, ChinEsE 

Government tavore dr astic curtailment , Bri t i sh 

Board ot Trade do ~ot -irtolude 25 oaoco takea oar£ of 

Shanghai i mports from sterling area, 

(B) (?) ( ' ) United States action nov imperative 

it tund just rtctivtd r apidly drained on linea 

Mackay contemplate~ start on taa~ntial (?) UnitEd 

Statts and Philippi ne Ialande exports to Shanghai, 

Alternat i vEs I have indicated art: (l) rEvoking 

general 11cEneEa 58 and 64 and putting Exports to 

ShRngha1 on spEcific l1ctna£ bas1e: (2) acti on 

similar to Briti sh Board ot Tr ndt order, (3) adopt­

ing Roman thrEE of th£ vholE t ElEphone mtaaagt of 

SeptEmber thi rd to MAni la. 

You have raisEd objections of coneidtrablt 

WEight to onE and two and art famil i ar vith British 

objEotione to thrEE. Howtvtr, British havE alrEady 

aottd through Board of TradE order and problEm nov is 

epEoitioally Amtrica1 e . Adopting any onE ot thE abovE 

alternatiVEs qui ckly better than wai ting for i dEal 

aohcmt . SpEedy action all i mportant. 

SOUTHARD 

• 
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Seorttary ot State , 

Washington. 

PRIORITY 

Hong long Yia N. R. 

Dated SeptembEr 25, 1941 

Rto'd. 11:18 a.m. 

~, SEptembEr 251 2 p. m. (S€CTION TWO) . 

Following ie digest ot letter SeptembEr l?th 

trom Mackay ot National City Bank Shanghai rEcEiVEd 

Stpt!:mber 24th in hia own words where poeeiblc: 

(1) Worried about way things art going. Unless 

Board prEpared t o mEE t all (underline) importers ' 

obligations as ot August 18th, large operations 

i n blaok marktt cannot be prtvcnttd. ( 2) AnothEr 

bad enag all Shanghai tortign company officials 

paid in dollars or ettrllng and Shanghai Municipal 

Council baa such hEavy obligati on• in foreign 

txohangt Mackay atrald the project detectiVE . (3) 

Merchants vorr1td about Board' e October pol~y and 

btoom1ng tlusivt. Aske Board to providE covtr tor 

October and NovembEr maturivcneee ot service. (4) 

' l do not know how long stabi lization fund is 

euppoecd to laet or Exactly what poli cy ie, but 

Judging trom total ot appl1cat1one already approved 

and great flood ot applioatione now coming forward, 

I doubt 
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- 2- #384, Stptsmbcr 25 , 2 p. m. (SECTION TWO) from Hong Kong. 

I doubt 1f th1e i nt,reet can bt handl£d satisfactor­

ily with pree~nt funds (•••) oovtr from both t hEsE 

sources (Export billa and non-oommtrioal cover) now 

has almost completely dritd up and Board can takE 

it thEy will r EcEivE very littl£ i n way of return 

cover (?) banks. I think it is going t o coat 

Board much mort than ori ginally txptct~d and I 

fear prEstnt fund will b' ~ntir~ly i nadequate (•••) 

I t hink we woul d have to look at ~i tuation from 

a different angle . In my humble opinion this is 

a political question, and if financ i ,rs interested 

wish to pr t vt nt Shanghai from fall i ng into hands 

of enr.my a much l ar ge r fund ~ill have to bE put 

up ' . (5) Suggests scrapping your l i st and putting 

all imports on quota or ration~d basis as clients 

unable to obt!'in cover from Board asking the ir 

home offices to put pressurE on Washington. 

Moti on P~cture p~oplt havE acted and cotton, auto­

mobile and l eaf tobacco art going to. (6) Asks 

tor Board to givE exchange for imports which have 

no covering documents as well as tor bill s outstanding 

on bank's books . Please not< (4) above ; full tExt 

l Ette r being forwarded by clipper. 

( t::ND OF ¥.'0 SSAG':) 

SOUTHARD 

JRL 

• • 

• 
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( Il!C<IIla Cax&QIUII 

hi>*"- 2.5. ~9111 

led.eral ll .. er ... llul< of Jlev Torlt 

•• Torlt 

249 

On lles>-ber 20\b .. ,., 1ft \broacll u. s. !rea....,- follCIIIiiiS 

.. ,_.: 0 Io, 0.. 1'1eao• ooa.tl:ra procedure .. .UllelUJ~C 1\ablUI&UOil 

:Boud. ll IIOW oo.plete eubUIIC :a- te 4nw tuta. S~ 

1\abUlaatlon lloard. of Cb1u1 

11u1< of Ch1u llu be.,. e4Tall01JIC f'luld.a te Board and. w 

N oou• ll aTailab1e. 

(Slpd.) Oh&ot1D&Ch1 
hore\&17 S\ablllsat1o11 :Board. 

of Obiu, 
HoncMJIC lulc IW.l41mc, 
HoiiCI<o 11C • 

(bo 'd. f roa r:u, J,T. 10:00 •·•· Sept. 2,5 , 19111- I.M) 
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•··pet fta I .L 

Date& -..-.. 25. 19111 

...... 11115 ..... 28\lo 

lhore\u7 ot 11\ah, 

.,ahiDCton, 

1361, Sept•bv 25, 2 p,a, 

Pre .. Jee\~ &114 tod&T oan-1 .. of£1~1&1 .,.._ 

toae ann""""-' to tba tlthot that 111Ahb'7 ot 

l'haaoe :lulolDC 1Aetnote \hat •• ot tod&T "" .~ • 
• 

troa .... .,.., will be allowecl. to be ~ppecl. to &A7 

port or 01\7 1A 1U100cuplecl. OIUa, lownu, 1Ater­

preW.Uon plao• ~on tiU • orcl.er 't7 the 1ooal ouet.e 

•tbori\1 .. .tr .. •iAC iaz aapeoh h \hat wreae 

'Qll to pre .. nt U bae been po .. lble to oondan coo4a 

troa a.enp1. _., to ID>DaiiiC ~ aa ahipaent Y1a 

loDC loec or ._o,. on ~nt ot btarport "'*• 
..... tba prooeci.Ar• will be \hat tba coo4a tlau oo .. 

alpecl. oaa oA17 be e>;>ortacl. t o a torelan port ~ 

•• IOIIC loDC or ._oa boat not ......,. .. cn&atoaa later­

port treatMnt. IInce \he eenpt coo4a 00'414 

pre-b17 eater trM Cilia troa tba toreian port 

o•l7 aa a torelp illport Ullle .. ""''IICidiiC •tborl\1 .. 

• 

.. 
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deolda to gin >Peclal treat•nt, Preoa CO&IIOnh 

o.od 1nterpretatione placet 1n10h aor• etrlouaneet on 

thto order than above indicated an4 recard it aa a 

prohtbttton of moYement of cooda from Shan&bat to 

tree China the effectiYeneu of !!bleb M)' be U/lbtened 

at an)' time br the authortttoa concerned, Some trade 

co-nta OYen hint the.t tho order M)' obortly be •~ 

forced 1n r eta11atton for withholding ot o!flcl&l 

e>::chazlia &llotllenta by StabtlhaUon :Boa:d !roa 

Jap&ncoe ShaQghat lntoroata. l:>!ono Cocerco and 

Tre&.w')", 

Sent to the llepartaont , repeated to Chungking 

and Hone i:ong. 

CSB 
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c TREASURY DEPARTMENT 252 
INTER.OFFlCE COMMUN ICATION 

DATR SO'Otember 25, l<Jhl 

CO N FIDENTIAL 
Regiet ered oterlins t r ene•ctiona of tho re" ortins bonko ver r ao tollowo: 

Sold to c~~erciel concernt 
Purebeae4 from eo,~erci&l eoncerna 

Open market oterlin& held etesd7 at 4.0)-1/2, and t~ere were no reoorted 
tr.eneact i ona. 

The Canedian dollar, which recovered to a final quotation of 11-5/~ 
dioeount yoottrday, 0«8in improved t oday and clooed at 11-1/8~. 

In an idle market the Arsentine peoo moved ott to a eloolng quototion 
of .2358, ao c~ared with .2363 laot night. 

In Uev Yorlt , cloeln& quote.tione tor t be tortiftQ eurreneiea liP.te~ belov "'ere 
follOWI I 

Erazilian milreie (tree) 
Col o':lbien peoo 
Mexlce.n peso 
Venezuelan boll• ar 
Uruguayan pe•o (free) 
Cuba.n peeo 

.0505 
·5775 
.2070 
.27)5 
. ~~<oo 
J/8.~ dheount 

There vere no «<ld traneactione consummated by ut tod37. 

tlo new aold •uc•c~entt vere reportet . 

In London, opot and forward oi1ver were uoebonged at 23-l/24 ond 2' - 7/lfd 
reo~eetivety. The U. S. equivatento were 42. 671 and 42. 55; . 

The Treeaury'• purchaee price for forel~ t1lv~r v~- un~;ng~~ et 35~· 
Handr and Hs~an'• aettle~ent ~riee tor foreign etl•or VPa &lao unch~~d ~t 
34-3/ 4;. 

Wo made no purcha•e• of oilver today. 

• 

• 
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B""&om 
G-2/2657~1 Ho, 502 H,I,D,, Y,D, 11100 A,M, , 8opteaber 25, 1941, 

I. Je•tern Th••ter. 

Jl:tmill4: Oer,.... for.,., oonUwe to pran their att&cltt ogalnat 
L.n1IICI'a4o 

au.a1..,. art aaldU« atron1 coW>t orattaclc 1n upper 
reachea of \be Drllla rinr and nor th there of, Thla 1a adl:dtted b7 tho 
Oer ...,at tbe llllatiana cltia ... eeeaaea. 

0.. tbe lbarlal1' front o.,...... e41'tnced lntantey hat 
reached Bel opel~ (50 11111 .. eaet of lonotop) , lCarloYka and lCraonoved 
(both about 60 lllilea aouthveat of lCharll:oY) , 

!t'he llllatiana are IIIAic1"6 a atro111 dafenoe of a brl dc.­
hea4 north 811d oouth of Melltopo1, 

II. Weetern Thytv • 

.\k,l lihUe I!,A.P, 'IIDlh vert grounded by bad veather vith the 
exception of a eoutal eemmen4 r aid 11adt on thlpplng off llorvq, 0.1'111&11 
attaell:a vere 1111UN t o dt.yllcl>t r aida on Scolll th lliaat Coa at railroad 
llnee 11114 a nlcl>t attack on !Ioyer, 

III. MtMle Mettp 'l'beat.er. 

~ Pal-o, Sl cllJ', vat boabad b7 BriUth aircraft laat 
n1cbt at vu !t'rlpoll , llensbari, and Bardla. 

gmtmp 

• 
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