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267 

'""""' 
live 1f we oould 1..,., to t\IJ'D all our prodvothe power1 to the ot 

ot poaoo ao atteot1ftl.,y u •• tabrioata tho thinp ot war -- reoop>hinc 

that thor& are no tiloal barriara , There are o:>J.¥ tt.o 

11=1 t•tiona of our aoONaio undorat&ndinc and ...,..,_t. 

You, •• eseouti.wa ot your oitioa , have a roaponaibility not morel¥ 

to your """ coar.uni tie a but to the "*tion a.t lar50• By olearly 

the eoonomlo rorooa and problez:a ot the oountry, you o&n oontrlbvto 1.!::£enaely 

to their _,_nt a.nd oolution, You will ar;roe 1>0 d.oubt that P., .. rty and 

d!1trea1 are the broeder a ot ort.& and d1ao .. o 1n your o1t1ee, that the to.l 

of d'"""oraoy it the ateac!;r iloprc.....,....t in tho atandard ot Urlnt; of your 

people and of of our tell- oiti&on.a. Your onerr;iea a.nd boat thouS)>t 

must be bont upon pro&rouive l.mprovomont , tor oortQinly no intormod man will 

a.y that our oivUha.tion ltu the poo.k, that ou.r eoonolll)' baa oomo to 

• atar;nation point, or that the future dooo not hold infinitely greater 

potontiolitioa of human happine•• thon tho paot. lt ia only tho blind men 

throuS)> hhtory who havo tholJ&bt of thoir do.y •• tho GOlden &1\0 and t&.ilod 

to underatand that - han only bop;l.lll to tl&lco pro6rou don& the road ot 

htnan bottormeot . 

But While we all aooept readily enoufSh tbeao philooophio con-

coptiona ot a bettor tuturo, we tall out amont ouraolvea when it oooes to 

intelligent aotion and planning to make tho dreams of a bettor day • 

And we di••&rto m&1nly we fail to undoratand tho in wbioh we 

11 ve and tho way 1 t oan bo m&do to ftmotion, We oan bud&ot our ooonO"')' to 

produce tully tor war. There 1& no earthly r ea•on ,my we OIJ'IDot do the same 

1a p0100 and with iotiniteJ.¥ fowor OOJOplio&tlODI and dilloo&tiona, 
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I oa DOt. t o r a -t. propoa1Jic, ....S 1 ""'"r haft propooecl, tloat. 

pubUo bucls•t.o ahou14 lie a ..... utut. tor pnw.t.e aot.l'fiV Ul4 ct.erpr1ao. 

I have oontendt4 tor a pod ..-., ,..,.. \bat ~ 6,v·":...; :.::.~ ~ ... +.able 

ma&ni tude ot Federal , St.at.e aD4 looal b114&ot.o lapoaoa lift probl_. ot oo• 

ordination, ot t1alllc and ..,.as...at, ~t thooo publio buclsoto ohould 

bt oo tliDed and uood u to avppl-t t.be buclr;ot or all priftt.o ctorpr110. 

Tb.- , in deflation, dollborat.e ""l'"""ion ot publlo buclsot.o b a at!Jr.ulatiAC 

and r t 'fi 'finr; roroe. con ... r••lT. 1D • period or ropidl.y oxpoa41Dr; prlftt.e 

..,ployatnt and produotiOD, -traotiOD nt tho .. b114&et.o tellda to preftDt. 

inflatiODt.ry danprlo 1 oa apaaldlll of IIOn&l, not W&l', tl.lltOo lJDtort.\lll&t.ol.y, 

undor boOII oondi tiODa b...,.Pt about by war upon41 turoa, tho Fedora I Gowrn• 

""'nt cannot oontraot , but muat oontinue to expand 1 to bll4&tt •• and thia 

makoa all tho 1110ro illrporati"" t he need tor oontrootiDS oo tor ao poulblo all 

othor bud&ota, both publ1o and prhate. 

It ia oloar tbat thla OOIIIPtn.,.tory -"''l.,.."t or tho Fodoral budr;ot 

auat bo ooordinated w1 th budr;otary _...,.,...,t 1D your oi ti•• IU14 St.otco 1D 

ardor to aobleft tho objtoti'I'O ot otablt eooncalo provou upon which Ml 

production aD4 ocploy.ect dopGDd• 

Tho bt.do probl-, therefore, h oM ot intolUr;ont manac-t. 

That aoona balanoilll tha Fodoral budr;ot on a buia of buaiD411 aooo\llltiAC 

or reduolnr; pllbllo 4abt w11011 we aro at full pro4uot1011• Ill war time•, u 

we havo ooon, thu Fudoral budgot oonnot bo balonood, whioh mako• it all tho 

mora 11ooeoaar,r that all otbor publio budr;ota be bQlon4od •• ono ottoot 

ar;aino t tho 1Dtlatiour,r ottooia ot Fodoral aapondituro.-, Tho•• ot ua wllo 
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han lon& adwoated ooo:p...,.o.tory 11&11&&-t ot pubUo budgeta aa a ......,. to 

stable ooon~o pro,r••• and, indeed, the .ery preaer.atioa or our demo· 

oratio tnat1tut1ona , ooae in tor a ~rio~ et reproach••· A ta•orite one 

u to tho etteot tht.t we rego.rd pubUo debt aa a blouing. A.•:• s uoh aupor­

f!o!al oritioiaa would aoaroo11 deaerre notice wero it not that ao ~ 

people rail to undorato.nd tho functioning of tho debtor-creditor aystoo under 

whloh we Uvo. They tail to aoo tho potontialitloa of naUonal ooor.omio wel­

fare In wilt budgott.ry 11&11t.go::lent o.nd tail to roaUu that debt 1o o. rolatin 

thin&• Tho Brl thb p\ll>llo debt, for inato.noo, baa continued to rise tor tho 

paet thre• oenturiea, but at the aame tlae the we•lth, inco:nes , and atc.ttda.rd 

of liYin& or t ho Briti sh people have r ison tar more. While our own debt i• 

by no moo.na a bl ou!ng, our nat-..al incomo and Uvin& standards bne ris en 

muob toator thAn t ho debt in tho laot doc•do. Tho proopoot of the onormoua 

war debt nood not alarm us eo long as wo ho.vo tho wiadorn and tho will to ott­

set ita inflationary otfe ete . Uoreover , ao lons AI o~ debt is owed to our 

own pooplo c.n4 the inooge tram 1 t 1 a not tu truo , our problem il mo.inly ono 

of aonloln& tho dobt. 

Tho Preaident stated the .,.tter vory alAp}1 In hia Budr;et lleuago. 

Tho Podoral dobt, ho pointed out, will !noreaao to at loaat $110 billlono 

witl\ln tho noxt thr oo yoo.ra . Thia moans that tho a orvicln& of that debt at 

•pprox!matoly tho proaont lovell ot 1nteroat r atea will roquire $2.5 billions 

• yoar . AI tho Proaidont add, "Pnying 2. 5 billion dollars out of on oX­

tromoly low national 1noomo would ~poeo an oxooaaiv~ burden ort taxpnyors 

whilv tho ..... p-:,nont out or .. 100-b!lllon-dollar n~>t1onal 1ncomo, ..rter 
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•raduotion ot .,,......nt upe...Utur.o,. uy a till pe1"111t ouboto.Dtio.l tax , .,.. 

duot1on• in tho poet--• per iod.· a d ... o.dded 11p1t1ot.Dt~ . •ow oo.peoiey 

to o•rry A lurco dobt 1n a poot-war per iod without lll>dwt hardahl p depooda 

lllllinly on olll' Abllley to .,..lntain A h1ch lnol ot -lo:runt and inoCIIM.• 

Tho Tory lar go l'oduro.l debt that will bo incurred "' a rooult ot 

tho war , and o'f'On the wa.r itaelt , rill only ho.vo bcon in ...ain 1! v.·o to.il to 

l oorn tho l oaaon that we dld not undorot<uld cttor tho t l rat World !loT. l'or 

not only did we toil then to Join other notio111 1n orgoohin& tor l utlnr; 

pooco, but wo to.ilod to f.tobllob tho Tory toundotlona of that poc.co by pro­

vid~ ooono~o 1eourity ~d atebll1ty tor o~re olvoa ao4 indirectly tor 

othor no.t1one , • 

On tho wilolo , tho root ot tho world oleo hilod mil nobly to 

oohiovo tho full ""d ort1clont uoe ot ito produotho roa~urooo in tllo two 

doc~doa botw~en th' two world w.ra. Tho &root induttr1Ql nntiona whloh 

oo=mand oactrol or tho bulk of the •~rld'• roeo~rooa toiled to .ako ~dequ•t• 

uae ot theao reaourooa -.nd bcn.co wera plc.&Uod b)' TUt unaployaont. Thia 

t alluro io til• bado ooUllo ot the prount world ohaoo and oontliot. It 1o 

well to r~er that bob:'eon the two -.re wo """ the deatruoUon ot tree 

ontorprlo o ond treo polltionl lnatitutiono in o.pproxi•tely halt ot the 

wea tern world. We are fortunAte, aa are the Br1t11~, that to t&r, even 

thou&h with d1ff1oulty , wo hnvo boen oble to ""•Pt through oTOlution..ry 

proooaa rnthor th~ by revolution. 

I hD.Te ventured to so;y botore, o.nd I wo.nt to repon.t o.&o.in, tbtlt we 

a ro r.ot propoo1n& to 1ovo domocr~tio 1notitut1onl on4 !reo onterpriae in order 

to produoo another orA ot eoonOIIic mloory aud &enorc.l un""'''lo;,.cnt. lie t.ro 
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t1£11t1nr, to prooo"" our 1Aat1 tutiona booouoo wo bou.... tllft to bo tho boot 

adopted tor pro4uo1nc tho ,roateot coo4 tor the ,reateot number. 'l'll&t ........ 

not o!J:Iply opiritU&l n.lueo -- Yitally bportant u they aro - · but uterial 

well·beln&• Tb&t, 1n tun~ , ....,. t'ull produotioo at all tho DOONouy, uoo­

tul and good thin&• ot lito tllet our inftnti..., ceniuo and our Mollenical 

oopocity are oapable ot turnin& out, no:t tor a pr1Yilegod ffiW but for tho 

,..ues of l>&llldnd. Wo heft 11ado oome procrou tow&rd llinill~a otanc!ardo ot 

contu::q>t·1on. lf• mu.at aak:e auoh aore att.or p•oe 11 reatorect. 

We ,....t enable all IIIOIIIboro ot tho •-unity to han tho llinie~a 

too4 requiro,..nte nooooaaey tor an adequate nutrition otandard. Our ent1ro 

population ohould be ouppl1e4 with pubUo health oomoeo and with hoopital 

and medical oare autfloieot te o.orooae preTODtable diaoaae. Likewtae , 

dooont houoln& BUot be pro'rided tor the ontire population on a baoio adequate 

to l.nouro modern oanitat1on and health oonditiono and to afford llYine 

quartors o-...urate with IIOdorn otandardo , Sil:dlarly, wo ahould proYido 

llinillum educational otandarda tor our entire popul11tion, wllothor thO¥ happen 

to live 1n poor baot.ard oomounitieo or in tho rioher Advanood Statoo, and 

1n addition wo ohould proYido adn.nood e4uoational opportw>itho tor tho 

~;ittod ..-bero ot tho o-...ity without roprd to tho 1nocao olaeo 111 whioh 

thoy happen to be born. 

Sy tho oame token tho roplanninc of our oitioo , ·the roolaution or 

1lum arou , the oxt.ena1on of 1upvr-h1~Y'• tho dovolop&ICnt of' rooreatloul 

taoilitioo aro •11 part ot tho bettor tuturo whioh we oan and .uot pro•ido. 

Not only are all theeo thinco poodblo withln tho t...-ork ot our inlti• 
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tution.o, both poU t1oal ODd eoolloaio, but they ..,.. ou..,t1al to P"'""" 0114 

rlndic&to all tha t ... &J'O t1pt1Dr; tor. YO\l will Wl<leratond, or oourao, 

that what I &Ill uyinr; applioo to tho poot•doton.oo por1l>d. 1D the 1Dtorla, 

•• long u we muot lll&ke tho lllpr- war effort, tho otondard ot UTins ot 

all or our peoplo, oxoopt thooo already at tho ouboi otonoo lo.el, nuet 

gradually decline. 

I havo mentioned briefly .ariouo poot-dofonoo projocto, but I ahollld 

Uto to dhouoo a Uttlo more fully witlt you tho nooouity for urban ro­

doYOlopcont &nd 1\ouoinr;, booauso it h poooibly or voator OOODooUC &Dd 

aoclal boportonoo to tho country md oapocially to tbh r;rollp than OZ1II otbor 

post•datonae eubjoot. 

Tho otory 11 IIIUCh tho l&lllo in all or Ollr largo oitioo -- 1IIOZ1/I 

dooodCI of unplanned , bapho&Grd growth, beginning with tho dOYOlopmoDt of a 

downtown buainooa oontor ourroundod by r;ood roaidontial noighborhooda1 thon 

exptnalon ot tho buainoas nre• and romo.al ot tho roeidont1al diatriota 

f arther out, 1Dt1ltrat1on or 1nduotriOOJ tho rooort to &oninr;; tho advent ot 

rapid trano1t and tho turthor ab1tt1Dr; or tho pop10lation to tho suburbs; thon 

tho opro&d1Dr; of &oneo of bliptod arooo erollll4 tho buainou oontora and aub­

contora, w1 th all that bu nelll1t 1D tax deUnquonoieo and ater;nation ot 

i::pro•o""nta. 

lloanwhilo, u ao - or you know, tho o1 tie a haw faood an in• 

oroaaingly aouto financial probla= 1n providlng municipal aerYicoa, including 

stroots , polioo and fire protection , water aupply, oto. , tor tho expandin' 

auburban are-•, wh1oh eometimaa h~ve booome 1ep~rate mun1o1pal1tlea with the 
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rcaultont loll or tax rcyenuel te the parent oity. I aention thi1 romili&r 

fleture ortly beeaua• it opeua up Ul enorwou. av.nue tor a ftll-planne4 future 

1mprovo=>"nt prop-""' that mUit 1M> ~mdertak.., pra.ril¥ w1 th F..Sore.l bolp 1n 

t.ho post-we.r era . 

Tho two chiof obat&oloa that muat be oYoroo~o involve, flrat, tho 

tJ'IIllti.n& to tho oitios or incrou..S ponra trOll the State to auuro permanent 

co:ttrol o<ftr their Jr;etropolit&n arou , and , 1ooondly, tho o1t1oa cust obtain 

adoquate legal powers or oond~atlon to tAko ovar tho bli5htod aroaa. Thil 

lattor tuk can on1¥ be tinanood with tho oid ot tho Fodoral Gonr.,..,nt. ' It 

la &CIIQOthin& that •e =wat plu tor eYon 'tl"hilo roo &ro at war 1!' e.n intelllcant 

Q.tt&ck on the problem. is to bo CIAdo a.rtor pt&ce cocea. 

Let Ul auppoao thAt tho v~r1ous oltioo and towna hav~ obtained from 

their Stotca tho lugal pow<>rl I have r otcrrocl teJ tMt they hno then pro­

cooc!.ed , wl th 1\IOh holp troa tho Fe<ieral GovortD&nt aa WAI ntoouary , to 4nw 

up lon&·re..n£0 plans , oaoh tor tho ont.ir8 metr-opolitan e.ro&J thG.t these o ver­

all p lant, onet by one, h&:vo boon exa.minod and found so.ti•t•otory by e.n appro­

pr iate &.&oncy or tho Foderal Go'f'Onl:llOnt . Tho loco.l £QV\lrnt:IODt would than bo· 

tin by dotlnint the worot ot ito alum end bli5ht areas with a Yiow to ac­

quiring all the real proporty thoroin , either by puroh.&to or throu~ oo.n­

doocation. I t would apply to tho Fodoral aeonoy for & loon , it nood bo, 

l•rg.6 anou.&)\ to oowr part or all ot tho ooqu.1a1 t1on coat. Such ci tiel •• 

could artord 1t 1ho.Ud grolltl¥ lo06cn tlw ..,..,...,t ot Fodural part1oip .. Uon by 

=akin& lar,o r oontr1but1ona th~olvBa . 
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!'he F..Soral lMD -uld 'be ,....,w .., truo.o •1a o....Utiou. 

First, tho aoqulred proportioo · ohould 'be 110..S or 1 .. ..s (Dot roo old) 01117 1a 

occordli\OO with tho appro.....S plc ao troa t1u to t!Jio do ... lop..S. BMolld, 

thO gro\llld ro11t1 tor tho l_.oholdo ohould 'be ba .. d r ouOII.Ibly 011 tho tuturo 

uao·valuo 111 aooord&lloo with tho pic, 1rroopoot1vo or what it hal ooot to 

aoquiro tho lud. Finally, the looal 'OVOI'DilODt ohould ropq tho F..Soral 

adVlnOOI out ot their o"" oubooque11t reooipto trOIIA loaoillg ouoh ot tho l&Dd 

u 11 not uood tor pubUo ~urpoooo . 

It 11 quite oloar to otudoDtl or tho prcbl"" of bU&ht thot t ho 

oroao inTohod are tor the 1101t part oul.toblo only tor relidential purpoo01. 

Som:o or the land, or oour1e, would bo ueo4 tor publ1o purpoaea, auch u new 

atroot h.youta . parlco , plo.yuoundo, aDd tho Ulco. a .... .Usnt TOT)' woll bo 

noodod tor roor gani&od and rolooatod tronoportotion terminAl tao111t1oo , 

Probably a omall portion might bo roquirod tor inoiduntal buoineas otruoturoo . 

But cainly tho lalld onould bo usod tor roaldontill purpoooa •• tor oTOrything 

from high· pr iood oportconta to low-coot houoin,. Ganorally opoakint, tho 

&•or;rophioal looatlono arc idoal tor tho purpooo. !'hio 11 "->dlatoly 

OTidant it wo ou torr;ot tho proaont dilll&l ourroundinp. llhothor on the 

wllolo tho ottoot mi&ht bo to arrest tho tl1&ht ot population to the ouburt>o, 

i t lo a oortainty that thoro arc largo numboro of poopl o who would protor to 

live within wolkiDG d1otanoo ot their work it thoy oould do 10 in plooout 

surroW'ld1ns• , rAthor thliLD to tr'O.vol ror OJ\ hour or ao owry d~ to and trca 

thoi r dwoll1n&•• 

Suboidiary to tho ont1ro program ot roplonnln£ and r obu1ldin£, all 
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tho e.ct1 vi tift I of tho Federa l Oov·e rnoont w1 th respect to urbt.n hou$1n& ahoul d 

be reorgan1to4 and rationa li t ed . Among other thinga, •n oxtentivo progr~ ot 

r esearch &ftd expor~e.nt thould 'bo in• U&u.rated to taekla the enti~ proble= 

or produoinc • cood low-coot dwoll~ unit •• low•eoat in to~ or wh&t tho 

occupant has to pay to live in 1t. Thh wo11ld r equire a thorou&h ovor· 

h,a•J.ling and r oorg,ani u.tlon of the r esldenthal con.struotlon indu&try 1 to brins 

its lenl or ottlcloncy up to aocoethlnr; co::porablo to thot roached 1n other 

countries and by our other &re~t baaio induatr 1ee. 

You , as mayors ot the cities , aro a.ll ooncornod in what can bo 

done , pr~rily for ~~o oitlea and towna in tho ?Or iod ¥ftor the war. 

Equclly doairablo and Y&luabla protr~ ahould be undor~on t or tho rural 

a~~s &a wel l . Althou&h Qll of this looka to t he futuro, prop~uti~n nuat 

be~;in now. l~or do I think it wholl y ino.pproprio.to , uvGn in thoao gr im do.ya , 

to keep beforo U5 e:. vision of the futuro &I an 1.nap1r~tion Wld t. $y::.bOl Ot 

who.< It 11 "" a r e tightlnc ror. 

Ltit ' a kuop thia via1on of the futuro -· but at tho mooont there 

• re ur&ont problo~ or civilian dof anao botoro you that aro all-i~port&nt, 

as tho Proa1dont ot thil Cont~rLncv so woll knows . In oddit1on, thLro eru 

two particularly timely aubJocta that I ahould like to Duntlon, tho~h 1 

suspect they wi ll not bo populnr with oony or you. Spooitloally , you co.n 

oppoao tax reductions 1n your eitltis ~nd you oan cxor t ~11 your influence 

to put an end to the iaauanco of tcx-ox~~t aeeuritioa . As to tho l&tter, 

the Podoral Gov4~nt bAa led the wuy . Your St~tos ond oitio& ahould 

fol low. Lot m~ t oll you whY theeo two llno• or notion or o eo nocoaaory and 

1::~porto.nt . 
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..... you all mow, tho .....,,_\Ia ooilit&ly ..-. tor oatorio.lo OJ>cl 

=::~ pmtor h&TO udo it noooeeary ~or tho Pr•a1dcnt to oall upon tho publlo 

to roduco ita oxpondlturea and thu. to reloaao roaouroee urcen~~ nooQod 
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t or wnr purpo101. The a&mo conaiderat1ona ahould load COT~rnm.ot at every 

lovol , F~orol , State and l ocal, to r oduoo or pootpono all expenditures thet 

aro not oaaontlal tor the wa.r effort o.ud JU.i.nteno.no• or o1Yilian corclo . 

Public workl , ell pl~ for capital ~roTOmenta, ahould bo doforrod ao ta,r 

as poaoiblo until ..ttcr the war, when ouoh oxpcndituroa onn be taccl to 

otl.aulata prccluotion o.ncl -u.tnin ecploy110nt. 

Thora 11 ooo exception to th11 rulo 10 t~r ca your c1t1ea are con­

corned . In thoe o oomcun1t1oa oxporionoin~ r4pld oxp&DJ1on bco~uao or defon.o 

oot1v1t1oo nnd tho influx of populotion, it io munitootly 1mpoaa1blc to our· 

toi l -- tor you muat extend polioo unci fire protnot1on and oll tho othor 

oaaonti ul publio aorviooa noodod to tako ooro or thio oudclon but probably 

temporo.ry s rawth. Booouoo, in all probob1l1ty, th1a Growth 1a not 

pon~Mont , put, it not o.ll, nf the oooto of axtondin& publ1o aor'ficco should 

bo treated u dot011oo work o.nd thuo ohould bo tinnno~ with Pedoro.l holp. 

othorwiao, it 1e ur&ently neoeaaary that you prActice GYery oeon~ 

conaiatent with tho lltll-inteno.noe of esaonti.nl aerrlo••• Th1a dooa not moan 

th~>t yo\1 ohould reduoe l ooo.l to.xation, ho-over plauoible tbl:lt rAll/1 '"""' a.t 

ttrat. For to tht» oxtent tho.t you reduca looQl tt.Xo.tion, you nagat:ivo whc.t 

t ho Podor~>l lovornmont is seeking to a.ooompliah 1n controlling inflation 

throu~h inoroAo1nt Podor"l tnx~tion. Tho taxpoyor•o oontrib\ltion to tho wor 

ottort io made by red\lo1n& his porsonnl expondituroo tor &ooda one! aorviooo, 

-• 
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thus dclln' in tho ohitt of ••-• reoourooo to 11111tel")' pw-pooeo . fa 

the extont th&t tho Pocloral tax prou\IN 11p011 the tupqor 11 offoot by 

reduction ot ltoto ~ looal taxea , the 80C1110101o pw-po .. ot ~he Peclornl tax 

pro~r~ it cloto~tecl. Aooo~tnsly, ioetoad ot roduain, looal toxoo , you 

ohould mAintain tlloa, thoro by en~~bun, you to p~ off your public debt. . It 

you hCtYe no 1\JOh obl1co.t1ona, thm iDftat the 1"\mda 1.n OoYermMDt aocuritie1., 

thuo holp1QC to tinADOo tile _,., fllie 1o tile ti.M to p~ ott or recluoo 

locAl publ1o dobto ae well AI pri.,.te debt., th&roby bolpifts to offeot the 

inl'U.UODAI")' taatore arioi.Dc tr<a oxpcnolOD ot tho Peclorol debt, while at 

tho 1 0100 ti .. buildin' up a orecli t r ooo"o tor uoo 111 tho poet""""" era. 

Rep~t ot your oeouri tioe would Mice an.Uablo to tllooo who hold thea 

tundo which they oould in ... et 111 ao ... nuoont ooour1t1oo. lodood, you hno 

a rare opportunity tor a maj or aohio-.mont in tinanoial otatoomonohip. I 

hope th&t oppor tunity will be ,,....peel. 

You oan ,..n another r eal oontribution to tinonoial ototesmonohip 

by oppooifts Grill turthor houanoe at tlll<•exompt ooouritioo by your Stotee 

c.nd oitioe. lD thooo oritionl tiaOo it 1o 110ro boportont thc.n n or that 

our tax etruoturo be "" to.i.r and "'lui table c.o we oc.n lllll<o it. there it "" 

core ,111rin' loopWole 1n tho tax picture th&o that attordecl to tile weAlthy 

by roooon at tox-ex~~~~pt e oouri tioo. Tiley uo " hide-out c.nd a llllwn whore 

tho mAn ot mouu oAD put hie money and ineuloto hiJuolt rroa p~ins the in• 

orooood tAxoo thAt 111uet bo ox~oted tod~ oll down tho line , oxtonding to 

small 'roupo that hove not boon oubjootod hurototoro to inoomo tOAoo . While 

I do not oee how tuntion oon bo l o'riod in cood faith on tho tox· exaapte 

• 
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droo<l)' lu....S, there obovld be a 41oooat1aii&DOo ot th1o 1aequ1tablo praotlco 

so tar ao all ruture Ntwldlllc or - loauee ue 001100,......, 

How oaa aa,ybo4,y j,.;.~ty -••lllc tu ratoo aU 4""" the l1ao, -

to tho low 1ao..,. crollpl u Ia IIOONouy both to war-r1~~a~~o1ac 0114 to the 

oontrol ot 111tlat1011, wbUe aUcnrinc tho .. or l arco 1100111 to eooope b)' u.­

.. s tillc 111 tax•ex.-ptot It Ia 1114etou1blo. .AII4 bear 1o 111114 that tho ..ore 

tuoa have to bo iooroaa.cl, tho 100ro ..aluablo tho tax-ex-t prhiloco be­

•-•· Por exuplo , b)' puttlllc h1o 110aey into tax-ox-to, e-oeo \IDI!er the 

present 1Do ... tax, the _, with a zoill1oo·4oUar 1Do..., aafta t 79 tor O"'>ty 

tlOO or boOM 4or1'fo4 rrca tu•tot.-pto . Tho ..., with an 1Dc<DO ot t lOO, OOO 

thul enol t69 011 .... .,. $100 or 1aoODO rroa tax•oxompto •• 0114 10 on. Tho 

tax-ox010pt pri'filop Ia worth tho ""''t to tllo wealt~ an4 tho looot to tho•• 

Of SmAll COADI •• quito the oppooito or 4emooratio OODOOptiona ot juat1ooo 

To tho man with tho aill1on•4ollar .111como, tho tox•axeaptioll pr1o1loco 

attordod by a c\ID1o1pal bond yiol41D& 2 per oont Ia worth aa muoh ao a tax• 

able aoour1ty thet yio14a 9-1,/2 por oont. 

All othor typol of 1ao.,..a -- aalarloa, wacoa, 41o14ot>da - are 

I Ubjoot to tho rhlllc ratoa lit tuatiOII, to aa,y IIOthiiiC ot bua1Dell 0114 

other rilka. It 1a only tho rooip1oot ot tho tax·ax-t 1Dc..,. who 11 troo 

ot all r1aka. T&xoa that compel all other croups to curtail their l1o1JIC 

atan4orda aa a nocoaoary oontr1but1oo to the willniaC ot tile war do not touob 

hie. AI for the OOJ1IPO.ratholy Omllll ooo1nC in tho OIOOUOt of 1Dtereot pa14 b)' 

tho publio bodioa Whioll 1ooue tox-oxompta, tor ..oro 11 loet to tho eoono~ by 

o.llow1nc til• wfol~ to .. oape throuch th!l loophole than 1a aOTed 1D 1Dtoroot. 

\ 

• 
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a.-~>er oloo tlaat. JOW 1.-1 o1t1•- pq Pe4onl tuoe -- t.be 111111: ot 

th• pq -ftl¥ tor tlaa ....,tl_, tla• attorde4 t.o t.be .-1\lliro 

Yo11, u _.,.. ot t.11o out .. , ba'N a real ,.,,...,i'b111\J' s.:. t.buo 

D~&tt.orl, jlllt. u 7"" &rl fttall¥ •-...,.. ill poot.-wv po1ol'b1Ut.1eo ot looal 

rooon1tru0ti011 GOt aero~ 'bM&IIIe ot tbo 'bet.t.eiiMDt.o ill )'0111' - o mttieo 

but, 1n4ireotl)', 'boOG,..o ot tho attoot.o upOD the D&tioD&l ... .,.... ror llll'el)' 

you ,...oopl&e to4q tbat )'OU ..,... DO ...,,. 1aolc.te4 troa tbo ,eneral welta..., 

than tho natloa h traa e"nDt.o aorooo tbe oeu. You o...,ot prooper wheD tha 

,.,.t ot tho D&tloa, or uv •jor part. ot it, h in '"'"" ooonalo lliot,..o. 

Your tax re.oipt.o rl" - tall u natioaal inooeo , .. , up or ,.,.., Tou oou14 

not, .,.. lt JOU would, oeparnt.o .,..,, .. 1..,• ,,_ a 41root oOGOorn 1D .­

and meuure1 4olipo4 t.o """"' .... uoaal ooOIICIOio 1toblllt.J' on4 ,,.,.,.,., 

Tho o1 tiel ftro b11Dla'11pt ill t.be ...,.1)' '0 •o 'booalllo tile Dltlon 1fU 1D tha 

dopthl ot 4at1atl01l t.D4 DO o-.ntv, "-'"' torolipte4 on4 pi"\I40Dt, wu 

Ablo to ~le it.oolt troa tbe 4e..,..t.otlODo You aro rolAtlwl)' proopero,.. 

today booo.111o " lw.ft bad a war booa -- 1Dol4ontoll)' one thAt do" Ut.t.lo 

ore4lt to 111 ao a natlODo Por we ooe DOW thAt wbilo wo oO\ICJlt to ..0 our 

4ot..,.e ottort.o a aon ouppl._.t to 1 b111lnMI booa, we ollou14 llaft Ilia• 

oor4o4 loa& oco All 'blllineoo-u•lllllal 4&)'-4recua1nc o.D4 IUido auah aooaor tho 

10orltlooo we ta:U.e4 a'llovt t.D4 1114 not I!Ake, but a111t portoroe IIAI<o DOW or 

No, there aay ho.Te boon o. dQY' whon you wor• 10 aolt•amtored an4 

oo1t-oaot.o1ne4 tbat 7011 oou14 ,.t alQD~ ~ )'OIII'IOl9ol, but that d~ hal loa' 

11Doe ,o,.. .- .,..., wnltan ODd JOIII' pll'blio liftl are bolmd up wl tb t.be 
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nationd woll•bo1ns. TOll -t a- end Ulldorot...d what will help or hurt 

the national tOOl>~· Toll auat be propo.red t o ohapo :your polioloo and 

o.otiono 11> uoordanoo with IIAtlond objootino, propau and polioioa . y011 

mWJt ooro than our bofore toke oo.ro that tho tt.xi"'.Yor•o dollar it etf1o1o~>tly 

us od. lou mutt kavo a reaponaiblo ciYil IOrYioe •• you m~t h~Te, 1n ahort, 

tho oont'ldonoo of your oltilona tnct tho attdro or tho oit:y oro nm u 

otflolentl)' ud 1ntol11sontl:y as 1o required tor tho lurriftl or coapotltlvo 

prlvato bllolno1o. ThLt la oertalnly not cnl1 poooiblo but e1aantlnl -- an4 • 

1 t happono to be the belt poll t1 co cs woU. 

In tho brlot tillo hero th11 eftoJ'J1oOD, I ha.., trlod to touch OJ1 a 

tow or tho t'llnc!Amonto.l prlociploa that I tool lhould bo ot intorcot to )'OQ 

and honoo ot importance tor you to oona14or. Sinoe Pearl HArbor, the eubjeot 

aoolgned to mo to dlaouoo poa t-wor progr~ to.doo out boforo tho ~rim 

nooeeaity tor oonoentrntin& nll our enorgioe upon tho winning or thil war, 

Yet wo ollll lllld wo nood to keep botoro wo o.lwo.y1 tho.t orl1lon ot tho kind ot 

world wo coQD to ho.w when we ha.Te won throU&h again to poaoo .... a. lii'Orld in 

wblch tho tour t r .. dOQI u e not mopt:y phrUoo , but lo wbioh •nklnd will 

have tho .. ourit:y troa h~~DS•r o.nd wont, tho o.uuro.noo or oconoodo ••11-
bolo,, t ho.t 11 tho bolt £uo.rcntoo of lutln' peo.oo an4 tho jwotitloatiOD 

tor all tho blood, aweat and toara wo muat do~to to thG euoceaa of our 

oa.uae . 
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TREASURY DEPARTMENT 2S'l 

INTER OFFICE COMMUNICATION CO!iFlDE~'TIAl. 

OATo January 19, 1942 

TO 

P'ltON 

Seoretar~rgenthau 
J.!r . HaaaA 1). 

Subject: 
.. 

The Bp~ineae Situation, 
Week ending January 17, 1942. 

Summar y 

(1) I ndustrial production showed a lese than seasonal 
decline last oonth, according to preliminary figures, and the 
adjusted FRB index is estimated to have risen 2 pointe to a 
new record hi gh at 168. The index averaged 156 in 1941, as 
compared with 123 1n 194o nnd 110 1n 1929. 

(2) To meet the war emergency, numerous steps have been 
taken recently to expand rnw materials cutout. In an attemot 
to relieve the shortages 1n nonferrous met&ls, the price · 
ceiling for lead has been raised, and substantial pren.iu:>s 
r ill be paid tor lead, zinc and copper ?reduced in excess of 
19~1 pr oduction. Plana are under way to step up the produc­
tion of aluminum, magnes ium and synthetic rubber, while the 
tin smelter now under construction in Texas will be enlarged. 

(3) To meet increased food requireoents, the Department 
of Agriculture has a nnounced a orogr&l:l for expanded agricultur al 
?reduction, substantially above the record goals requested 
last Sep tember. Speci al emnhaais i e placed on increased 
~reduction of fats and oils: l i vestock products, and feed­
s tuffs . A shortage of farm l abor , however , may prevent full 
attainment of these goals . 

(4) The general p rice level continues to move hig~er. 
The BLS all-co=modlty index in th~ week ended January 10 rose 
0. 7 ~int to a new high at 95. 0 , which is 26. 7 percent ahovr 
the August 1939 pre-wa r level . Basic com=odltY prices rose 
again lnst week, foreshadowing a probable rurther rise in the 
general price index. 

(5) A renewed uyswing ln consum•r retail buyi ng appears 
to be under way oromoted 1n cart at least by r ears of short ­
ages in such it~ms as· rubbe~ and woolen goods . Department 
s tore sales in t he week ended January 10 widened t heir gain 
over year-earlier levels to 32 percent from 26 percent in the 

previous week. 

- - - - -
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I nduatrial produotlon index at new lugn 

Preliminary figures show t hat industrial produot1on in 

December deol1nsd lens than the usual seasonal amount and 

the adJusted FRB index f or the month is estimated to have 

rioen 2 points to a new peak at 166. (See Chart 1.) Ag­

gr egate i ndustrial output actually bas receded si lght ly 

trom t he peak levels attained in September and October, but 

seasonal adjustments have raised the index. The upward 

adjustment for seasonal factors will be somewhat greater i n 

January, but thereafter actual production Will have t o ga1n 

steadi ly until summer to forestall a drop in the adJusted 

index. 

On the basis of laet month' s preliminary figures , the 

index ot industrial producti on for 19~1 averaged 156, vhioh 

compareo wi th 123 1n 19~0. The index averaged 113 in 1937 

and only 110 in 1929. The rise in the adjusted index since 

the begi nning of the def ense program, starting with an index 

ot 112 in April 19~, bas been 56 points or exactly 50 percent. 

Steps taken to expand raw materials out put 

Further expansion in i ndustrial output from present 

high levels will be determined in large part by the rapi dity 

with >thioh supplies of important raw Clateri.Ue can be in­

creased. Duri ng the past week a number ot noteworthy etepa 

were taken to stimulate raw materials output, particularly 

of the non-f errous me t als, of which shortages have been 

keenly felt. 

In addit i on to OPA action raisinc the price osiling on 

lead, i t was announced that the Metals Reserve Company would 

pay substant ially higher than ceiling prices t or copper , 

lead and ~ino nroduoed in excess of the 19~1 production 

rat e. Inasmuch as the nrics increases for the exoees pro­

duction are as much as 42 neroent for copper and le~d and 

33 percent t or ~inc, it ia'telt that production will be 

stimulated considerably. The OPM estlaatee that t he pro­

duction of lead and ~inc will be 30 percent above current 

levels by the end of the year as a result ot t he steps 

taken to sti mulate output. 

I t has also been announced that plans are being devel­

oped rapidly tor a further expansion in the output of 

alum1num and magnesium. Loc~tion ot the proJected plants will 

be determined as soon~s the OPM is euooeesful i n finding areas 

where adequate electric power can be provided. Other expan­

sion programs under way include plans tor increasing 

Regraded Unclassified



• 
I 

( 

- 3 - 283 

oynthetlo :-:.:'bbe:r pr-:.~.uotion to ILoo,ooo tone :::::::.::.~~j' , 21,., t h• 
enlargement of the tin smelter now under construction at 
Texer City to a probable annual capacity o f 30 000 t ons from 
l S ,OOO t one as originally planned, ' ' 

No improvement appears t o have occurred t hus far in the 
s;,;.~ply s1 tu~t~ l"' n for steel ec!'!l!' . Ho\.'OVer , the recent modera­
tion in went her condi tiona i s likely to be followed by at 
lens t some temporary i mprovement i n Acrnp collections. Among 
other steps being taken to cope l!i th the problem, t he oP~l is 
taking a ceneus of eo-called graveyard scrap, and about 
35 ,000 ownere of such scrap are beinr, asked for reoorts on 
theil' inventor i es . Despit e the scrap shortage, eteel opera­
tions lest week rose 1.~ poi nte to 97 .S percent of capacity. 
Durin- the current lieelc opere.t1ons are scheduled at 97.7 
~eroent of capacity. 

!lew agricul ture.l -oro gram to aid the war etrort 

A revieed ar,riculturel pr oducti on program to fill the 
1·o.r-time nPeds of this country and of t he Un1ted Nntions, 
with GOals far in excess of t hose set laet September, was 
announced Thursday by the Department or Agriculture. Produc­
tion c;onle wet·e expanded sharply for hoco , corn, oil- bearing 
crepe, rice, egee, milk , dr y beans, d.ried peas, and vegetables 
nnd fruita for oe.nning. To supplement teed sunpl1es required 
tor greater output of lives t ock and 11vro t ock products , 
ann to release stor age space for 1942 crops , the program 
-orovides for releasing some Government-owned wheat for 
livestock and poultry feed, at prices comparable >rith those 
for corn. Although crop control restrictions are to be re­
tained on wheat and cotton, the acreace conl for cotton was 
t•aised somewhat trom that announced in September, and special 
ot•ec iums wi ll be offered on long s ta-ole cotton. 

To provide the necessary production incentives, the 
Department of Agriculture has announced that prices tor a 
nunber of oroducte Will be su-o'OOrted at specified levels . 
The chief obs tacle to full attainment of t he otated goals 
is likely to be the shortage of term labor, which will 
undoubtedly be more serious this year than 1t q :.s in 1941. 

Oovernment-o>rned corn to be sold tor o.loohol production 

Government-owned stocks of oorn have been offered for 
oale through the commodi ty Credit Corporation to producers 
ot ethyl e nd butyl alcohol o.nd acetone . I! 6o ,ooo,ooo 
bushels will be converted under this program , as hoped , 
one-half of the Government stocks will be disposed of . This 
oro((re.m will also further the OPl·l plan to increase alcohol 

• 

' 
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,~~uc~to~, :c~~ ~~nesrTe sugar and molaaaea heretofore ~=ad 
in producing etb7l alcohol. !he uae of corn by diatilleriea 
vill provide valuable by- products for l i veetook reeding. 

Sugar auppl1ee inadequate 

~h~t au~!~ euoplies are inauttioient to meet the i n­
creased deaan~ f rom consumers vas aaeerted by OPX r epr e­
een~~tivee last Fri day a t a oonterenoe With representatives 
ot the oane sugar t rade and the Department ot Agriculture. 
A program tor allocation ot 1911-2 raw auger supplies to 
refiners, and through them to manutaoturere and Wholeaalar a 
was announced. The allocation will be under eupervision ot' 
the OPK rather than the Department ot Agriculture, apparent­
ly because ot the more effective legal povere vested in 
t he OPX. 

All- commodity index continues t o riae 

The BL8 all-commodity index roae 0.7 percent in the week 
ended January 10 to a nev 12- year high at 95. 0 percent ot 
the 1926 average. This is an inoreaee ot J.O percent since 
our entrance into the var, and the index baa risen 26.7 per­
cent f rom the August 1939 pr e-var level. (Bee Chart 2 
upper line . ) The advance , reflecting increases in moat ot 
the major commodity groupe, vas led by an upward movement 
in prices tor farm product s, text iles, and foods. Building 
material prices continued to move higher, with a sharp r i se 
ot 5.9 percent tor plumbing and heating supplies . 

It is likely that the all-commodity index continued its 
rise in the tolloV1ng week ( ended January 17) , since the 
sensitive index ot 2g basic commodity prices in that veek 
continued t o advance. (Refer to Chart 2.) 

Price trend compared with that i n tirat World War 

A oompariaon ot price moveoenta in the t1rat World War 
With t hose 1n the present var 1a ahovn 1n Chart 3. A 
noticeable difference iS the levelling Off of the all­
commodity index in the last tour months ot 191i-1, 1n con­
trast to the steep rise in 1916. On the other band, i t v111 
be noted that toed prices are continuing to r1ae ae rapidly 
as during the first World War . Prioe controls in that 
period vera not imposed until after the middle of 1917 • 
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Pr1ot aoveatnta for bae1o OQI'od1t1et 1n rtot nt dar• 

Government price policiee and price control legielation 
dominated commodity markets laat week, On the whole they 
were interpreted bulliehly, and the BLS index ot baaio 11aterial 
prices advanced tor the third week in eucceeaion. !he higher 
level last week ~~tleoted a substantia! inoreaae in prices or 
industrial raw materials and some further riee in prioee tor 
farm products. (See Oh&rt II., ) The President 1 a stand against 
inflationary provieions ot the price control bill doubtless 
prevented a sharper rise, but reports that the Conference 
Co~ittee had no immediate plana to change theae provisions 
tended to euetain prlcea . 

Among the raw industrial materiale, the price ot lead 
advanced 11 percent due to an 1ncreaee ln the ceiling price. 
Rosin pricee continued to rise, and pricee of flaxseed and 
tallow wer e noticeably higher. Cotton prioee made a new 12-
year high and wbeat al.ao advanced. 

Coot ot living higher in Deoember 

Living coste rose again in December, but the advance in 
the BLS cost-of-living index wae lese than in any ether 
month since last February. (See Chart 5.) The index fQr 
December wae 0. 3 percent higher than in November, · and 12.1 
percent above the pre-war level of June 1939· For the tirat 
t ime einoe November 191l.o, the cost-ot-tood index did not 
advance, but all other components roee moderately. 

Private residential conetruotion declines 

The 1mpaot ot materials shortage• on the volume of new 
home oonetruoti on became more pronounced in the oloalng 
monthe ot 1911.1. Residential oonatruotion awards in December, 
ae reported by the r. w. Dodge Corporation, ehowed a decline 
ot tully 50 percent eince the peak reached laet August. (See 
Chart 6, upper aeotion.) Thia trend wae accentuated by the 
draet1o limitations imposed on non-detenee oonatruction in 
October by SPAB, and 1n the following month reaidential 
construction contracts tell below year-earliar levels tor the 
first time ainoe March 1911.o. Laat month the decline continued, 
and contract awards tell 35 percent below the corresponding 
month in 1911.o. 

Mortgagee selected tor appraisal by FHA, exclusive ot 
those under Title VI (defense housing), dipped under year­
earlier levels as early as last Auguat. Laet month's total 

-• 
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r•n J.t v•roent under D..v.a"••· ._:;!;o, and tho reoent vee~ 
tiguree abov a abarper deoline. (Aoter to abar1 6.) 

8inoe Utle TI vaa added to the National Routing Act 
lait Xaroh, the rBA baa finanoed a eubetant1al IUIOunt of de­
tense houe1ng 1n addition to that finanoed under title II 
.u •iu• apcoial tJPe ot detenee houeing U inoluded, aggr;gc.te 
boae aortsas•• aeleoted tor appra1eal by the rBA in Deoeaber 
were atill 7 peroent &boTe year-earlier leTela. Although a 
be&TY Toluae ot defense houaing ie likely to be aa1nta1ned, 
the ohiet ot housing pr1oritiee of the OPN recently stated 
that ordere would probably be i~aued lhortl7 halting new 
home oonatruotion by pr1Tate oiti&ene t or the war' • duration. 

Department store sales higher 

Department store aalea ebowed further iaproTement during 
the week ended J&nU&r7 10 and widened their gain oYer year­
earlier leTel• to 32 peroent, aa ooapared with 26 peroent in 
the preY1ous week. 8inoe retail prioea at the beginning of 
the aonth vera about 15 peroent higher than at the beginning 
ot 1941, it ie obY1oue that t he Toluae ot goods aold 1s 
again well &boTe year-earlier leYela, thue reYera1ng the 
alight lag noted last month. trade eouroee report that 
olearanoe aalea sinoe the first ot the year baTe aet with 
good responee, and that oonauaer buying 1e again 1n an up­
sW1ng, due in part to tears of shortage• in auoh iteaa as 
woolen and rubber goods. 
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TREASURY DEPARTMENT 

INTel=: ~FFlCE COMMI.!NIC~T!O~! 

OAT£ January 191 19!,2 

TO l!r . Coo 

fROM H. J . Hoflich 

Sut.jcct ; Br1 Ush Opinion on Post-War Pro blows. 

~no followi.n;; points sll.lll:llal'ite brieflJI t he aPI*lded di~;eot of 
Britis h 1.1.n1stry o! Ir..fon:ation Press Sur\'eya covorinL the pe:-iod 
Septe:r.ber 29 - r;oveltber 21, 1941, on t he aubjoct of post--nr pl&Ming 
and reccr.stru.ctiona 

1 , 'rhere 1a widespreaC: a;p·ee:::ent. t hat pon-war planning ond rc­
constr"ctJ.on can be accol:lpllshed only by close international coopera­
tion. The wcatest. ""'Piw:is is placed on the neceos1t.•· of close 
Antlo-Acoriccn collaboratiofi, out heavy otrees J.c placed 3lso on the 
dce1rab111ty of c~operation bet•..,.,., ti.t United St.~t.es , llroat Sritain 
an4 rtuesi& in the peace settlement And ~st-war reconstruetion. 
Hor:evor , there is il• l:.no;land a scilool of thcusht which is fearful 
and auspicious of Russia , ond r eluctant to accept her as ar. ally 
except. for tnc iJl:nedJ.ntc task of ciefoatJ.nc the llazis , 

2, There are two lines of o~J.nion with re>pec t to post-~or 
;.rr....,.;u;ent.s for t.he su.ll cour.tr ies of i:.'uropea (a) restore their 
pre-war status of cocplete independence, (b) Al.'ranll• w~pe into a 
r •• larre ! eduat1ons of statu. 

J , Tne At.lant.ic cr.art£r is widely accepted as ~he lo(;ical 
t&Gia tor post- war reconstruction. 
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TREASURY DEPA RTMENT 299 

DAft JUJ>ar7 ).9, J.9b2 

TO Mr. Coe 

P.. J .. HoruWl 

Sllbjecta Br1t11b Optnion on l'oet.-l'ar Probl .. , u lletlected ill tbe 

.l!r1t1eh Preee. 

1'11• 1'ollowing h1gbligbte are toke .r.- lloaa Preu SurTqe ot 

the .l!r1t1eh 111n1etry ot Into%'11at1on, oonrtaa the period Septe.ber 29 -

lioYeebw 21, 19bl, on the aubject ot poet-war plazm1Dg aDd reconetruot1ona 

1. There 1a 'fi.rtual.l7 unenS.,\&.1 ~t that poat-w&r p l enn1 0C 

aDd r econetruct1on oan be acco~1hed onl,y b7 cloaa 1nternet1oA&l 

oooperat1on. a.t there can be d1acerned a dl..tterence ot ~11 u 

to wh1ob nations are to do tho cooperating• 

a. Probabl,y tho ll'a&tut Ollplluio 11 placed on the necaea1ty ot 

collaboration .one the iD&lilb apeoJdn& peoplaa attar the war. 

b. llu'7 etraee 1a laid &leo on tho d&a1rabil11;y o! cloao Anilo­

.American- Ruaei an cooperat ion in bllilding a ,., worl d 'WheD the war 11 

o.-er. 

c . !here 1a etill a school ot tbc\l&bt 'llbicb t.aro the intl.uanoo 

of Ruaaia ill the poet-war European reconstruction. o. D. II. Cole hal 

aa1d that there 11 et1ll great rel.uctanco to face tile conclu.ion that 

1t Ruaa1a ie treated ae an all,y clur1n8 the war she IIU.Ot be treated u 

an all,y ill peace . llr. Cola ooea a oon1'lict 1n Or-oat Britain betwean 

(l) thooe wbo look to a clos e .Brit iah alliance with the United Statu 

to ll:&intal.ll an • ant1- liaa1 capit.liaa0 attar the war, aDd (2) t he .. wbo 

look to unity betwaan Brit al.ll aDd the U.s. s.R. 1n ret.rlld•ne li\lrope. 

Aa indicative o! tho tear ol Ruaoia, the Catbcli<> ll«rald hal publiabad 

a nu.bor ot articlH, Jlok1n& tbe 1'ollow1ng po1ota, &IDO"i otharu ( l ) • • 

adld.ra in Ruaoia much the oame qualitiea n loath 1n ~. (2) eo.=­

ia u well ae Nasi• nnte to daetrGy rall.elon, {3) The l'ope hal i.D­

pllcitl,y co.W.Oed .Pit policy, but th1e data not iloply oupport ot .U.Uad 

policy c cept u a aeane ot opposing Nasia. 0 Tbe l'ope mieht n ll, lor 

UQPle, ha•e doubte about the ultill&te reoults of the clooa alliaDCI 

betnen .ton<lon aDd lloecow, or ha mia)lt oonca1Y&bly believe •• • that 

the ....Uo of prot r&<>tad war art auch that a negotiated peace mieht be 

preferable Ken tor the opprueed 'tictilu o! Nasi-.• 
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Tile IDndon T111u appears to lleve tU:eo tile lu.d 1n oppoain& th1a 
line of tboue)1t. Tllia pap&r baa etat.d, 'Till Rwtaiao qata baaed 11 
it 1e upon plaDDid proclllction &D<l controlled pricaa, wUl t1 t" e&oil,y 
enough into a 110rlcl qet• it tlllra ia a real ap1.r1t or acCX*>Ciat.ion 
on all aid.N". 

Ruaaia, till TiMe •17•, IIUit Ill a tu.ll partnar 1n peace u .U 
ae war. Tile wJ.ca of Ruosia IIIUit be llaarcl 1n tlla poet-war aattl_,t. 
Tbo ocnaequencaa of its not beine beard. at VareaUlac ,..... cl1eaetroua. 
&>~;land and. tba o.s.s.a. llan a laraa tialcl of C0810n 1c1aa1e and o~ 
jectivea , • •8•• an orclerecl and. paaceflll 1ntarnational life, acll1eved 
not tbroue)111illt&%7 clolldnation of a particular nation or race, but 
tbro118)1 tba reco¢tion of a co...,n 1ntereat &D<l co..on J.oyal.ty capable 
of turnins to till but uee tlla cl1vars1ty of paoplu. • 

Tile TiMe 1171 fUrther that wbila tba En&J.iab people trcaoure 
1nc11Yic1Ual t:reeclolll, tba;y Ill.,. 1n recent 7eera COM to understand. tllat 
the traed<>a or tile 1lld1Yic1Ual can Ill IUde aecure onJ.r b7 a aeasura of 
tbat collective planning, tor social OOld.a, which baa bean tho proclaiMd 
ideal of the Soviet orclar. The war ia bound to llrin& about wicleapraad 
aocial chan&•• 1n botll countries, inclllcine 1norea .. d aympatey and 
cooperation between two countriea •alreaclr united 1n the defenoe of 
COillllOn bullion ideals againat tile threatened domination of a narrow and 

cynical racialist creed.•. 

2. There are clearly t'IIO linee or opinion reaardin& the post-war 
arransemeota to be JIWI• tor the conquered countriaa or Europe. 

&. It ae- to be genar~ taken tor cranted tbat all the 
occupied countriea will be liberated end retume<l to thsir pre-war 
national statu.. 

b. 'l:hara ia OOI:le opinion favorin& a poll tical re&lig~Dent !or 
Europa after tile war. Dr. Benes adYocat .. tour oco.!edarationa of 
:.tataa batwaeo Ruoei& and. i'eat.rn Europa, and 1ncl1oataa tllat C•eello­
olo•U:ia wollld make a •partial ~· o! ita aovor«igntJ in the 

interest• of auch plana. 

a . D. H. Cole thi.Dl<s tllat the ....U Europa.., nations will be 
replaced 117 larse national grcupJ.nsa. Ha eoviaaa•• a So'fiet GarlDatl1, 
and aaya it mi&ht be batter for Europo, or tho larger parte or it, 
to be •ruled li'J Stalin than 117 the restrictive and IIIOUOpoliatic cliqueo 

which dominate woatarn capitaliam"• 

) . A nllllll>ar of ccl1 torials r~er to the Jr.tlant1o Charter, all 
aocoptin& it u the logical baeia for poot-war pl.annin8• 
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ar aw t• 

~~ 1t, 1,.., 

lloar Jlr, IOON\1U'71 

leoelp\ la Mbewll4ced. of 7ft!' loUor of 1_, 1.6. 

19112, .Uborllt.ac u, aa flooal a&ft\ of tbo UaUod. ltatoo, 

\o ad.Yloo tbo llaaco C•tral 4o Ollilo tbat tbo !'roonr7 

llopart-\ d.ooo aot - U ed.Ylaolllo to 4epar\ fna Uo 

poll07 of aot pU'Obaalac .-u for d.ollft'7 oalld.o \lie 

Valtod. 1\aho. 

Yo aN plo ... d. to oaolooo a oopr of oar lo\tor of 

h4AT wrlUoa to \b.o Ba'aao Control 4o Ollilo, BaAUoco, Ollilo, 

ln acoord.oAoo wl\b your an\borloa\loa. 

he. 

!boo loaoral>lo ]). Y. Boll, 
1Jad.or looNtiU'7 of tho ~ • 
Yaahlae'Do II. 0. 

,,.,. tnlT 70&r0, 

(llpod.) L. Y. laolca 

L. Y. laolca, 
floe PNold.oa\. 
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OIUOli!U l'OilamlZD liT .1.m IIUI. 
DUPI.lc.L'f3 FOi.lWIIl!D BY <ltDilWIY llA.lL 

:Banco Contn.l 4e Chile, 

Santiago, Chilo, 

D.a.r Siro: 

Reference 1a n:ad.e to your letter ot 
December a:>, 1941, relou ... t o your ptr1o41cal 
obipconto to !lew York of gold prodncd in Chilo 
IU\d tho d1!!1cult1ea in connection there with 
brought about by recent 1noroaaoa in frolcbt 
and me.rine 1naurance ratee. In our letter of 
January 3, 1942, we adviood you that we would 
41tOUta your 8116(;&ation with the Traatur;y De­
portment in ll'oobiogton as aoon aa we had fin• 
iehod our preliminary atudy of tho pr oblo• 
involnd. 

Tho United Statoa "o'reoourr Doport me.nt 
hat now anthorbed ue, ae fiaoal acont of tho 
United St. tea, to adviao 70u that it hat p .,.., 
careful cona1der&t1on to ~· a~et1on con­
t.1Dod in 70ur letter of Doce:ober 3) but dooo 
not deem it advioablo to depart !ro,. i to policr 
of not purcheoi lll: gold for doUverr outoido of 
tho United Statea. 

Youra feithl'ull;y, 

L. w. Anolce, 
Vico Pre tidont. 

302 
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From: 

llr. Li\"'aey 

lolr. :Bell 

30~ 

Jacuary 19, 1942 

I i ll )'OU ploaoc oond tho tollowinc eablo to t he berican 

Do1o~t 1oa, Rio do Janeiro : 

•con!'1deot1al for Under Secretart ir~llee frog Secr et&rl' 

llor,enthau 

Reference your Ko. Z2, January 18. lo confir=&tioo 

ot telepnone conversat ion with Ur. nbite, the new resolution ie 

aathfactocy , Y:lth the following two ch~nt•u 

1. The titl e to read •Reaolut ion on on interontional 

otllb1lhat1on fund. 11 

2. The }ilr Me 1n section two "the aot.tlt~tnt of !Nblic 

and ~ivate interna~!onal debtt" tho~ld be 4cle ted. 

I tcpe ! be rosolu~lo~ c ill ~ove ~Alptul. 

Treuucy wor k =oLea i~ dttlrabl• thGt Ur. ~!:it·• atould 

\eturn to Tathi~on •• soon •~ ~aaibl• and cot procGed t o 

Bueoot Airea. " 
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TO : 1\me.riollD Delegat ion , .do do l 6llelro, Ilrazil 

o .. T.: • la.nuary 19 , 19~2 , 2 p.m. 

NO , : ) 0 

Thio ooaa~a l a 1n strlot oo~ldonoo from t ho eooro­

tary or t ho Troaau.ry tor the Under ~•oretary ot 5t ate , 

Roturonoo ia nade t o tolocrcm oo. 22, Dont by t he 

Joles ot lon ot 7 p.m. on t he let~ or l unuar1 , 19~4 . 'ihe 

now rooolutlon with t he two ohaQee o GA tol1owa lo round 

aat1araot.ory , 1n oontlXQOtlon or a oonvor oat lon on ~he 

tel e phone with l..r , i•hit e: 

i'lrat . •Resolution on a.n i nt ernational at:J.blllzatlon 

1'Wl4" 1a t he way the title ill to t·n4. 

!JeOOlld , " The settlo:!l.llllt of ,,ubl lo Wid vrlvuto l ut er­

r.ut lona l <:!ebta" , n ;,~hraso l ll aaot l ou t'fi"O , allould bo oroooed 

0 \..t. 

noalot tonoo , 

Tl.o work of t~e Je,..r t -&t:t. 0 1 t.uO ! rO&Our)' oaken it 

de olrnblo ~h~t ~. .hite oo~ bGO~ t.o ~obinLton ao qu1okly 

uu pOaolbla and not so on to IJ\Ie noe .. 1ro8 , • .rGentln.c. . 

' I .\ill. 
( .•• l) ) 
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Treaeury Department 
p! vi&IOD of Monetary Beeearch 

To: 111•• Ch&unc•r 

FroiD: Jlr, Southard 

Tll1• or courao noe<i not be 

called to the secrotary's a ttention . 
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P~l OF !ILIGIWI SEN! 

TO: United State• Htgh co .. 11o1oner Xanlle, 
(fort Mllla) Y\1 N.R. ' 

!.lA Tit: .Ten\IA,I"f 19, 19•" . 6 , .•. 

~0 . I ll. 

Re terenoe 1• mnde t o the u.s. H\ rh Con~ee1oner'• 

tel egr &m No. 16, ll RC. , dated January 10 , 194?. 

I t v111 be eoorec\ated 1r the Coaalec1oner v\11 

r eoeat t he 1teae and total \n the 1boYa r eferenced 

te l egram. The ti(UTe! • • re~a1Ya4 do not oroduce tbe 

total •e reoe1Yad in hie talegre~. 

!lULL 
(FL) 
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IRITIIH lM IASSY, 

WAI HINCTON, D. C. 

January 19th, 1942 

J'ERSONAJ. AND SECRET 

Dear Ur . Secreta ry, 

I encl ose herein fo r your 

pereona l and secret infor~st lon s copy 

nf t he latest report r eceived f rom 

London on t he ~li tery el tuat lon . 

Believe ~e. 

Dea r lir . s ecre ta ry , 

Very sincerely you••s, 

( Pol' t he A•nb essador) 

/( ) c 

The Honourable, 

Henry Morgen thau, J r ., 

United St atee c r cas ury , 

ilashlngt.on , o. C. 

Regraded Unclassified



~No, ?.1 

cow 11o. I '} 

a:unsn !lOST S!CRn 

(U.S . S!CR!T) 

Wonoatlon roeelvod up to 7 •·•· • 18th JOIOJIJOrf, 191.2. 

~OS 

H.H. onti-c\ircre.tt eruioor CARt.ISU: chot do·m one Jlullcoro 88 

orr CYl\":IIAICA. A ......U Dutoh vossel ""' crunk tv nino ott SI!IlA:'aUl on tJ>e 16th. 

J.1W• 1be gorrloon or H.U .. 7 AYA <rurNndorod uncondltlonDJ.ly at 

9 a. c.. on tho 17th, About; 5, 500 prbonora very uealc from bclc or t ood and unter 

uoro t.4lcon t.oeot.hcr t!lt.h guna and otcrcs trhlch hod 1>0t boon doatrO)'OCI. 76 or 

u...rr t;roope uore t'8ocuod. In the r~ aroa aanr!lt.oi"DD am ra1n J.ntartcrod 

~th o!)Ol"atio~-w but. oxto:1.siva clear~ or e~ lard alMa '"onu.nuoo. 

~· &aat. A Ja'>OIV)!le l.ftrt'~ au ,...ted b)' naval oireraft 

ond cllvo boabora took :Uac• at IDAU oar)J' on 16t.h. !loot. ln t.ho llllAR area tho 

Ja.~enoee oroDaod tho XUAR Rivor tuX! durine' tho 16th roAchod a point ton oiloe 

to tho South. A oull onoQY lruxl~ :llso took , lace on t.bo 16·th nov.r DA'l'U PARA?. 

llllllllA• 15t.h/l6t.h. Contnot 11!\0 :Uido mth o Jnponooo roroo of 

nbout 100 ot llYmA ton miles int o BURIIA near TAVOY. 

a.c,;poott. A re!.&'oreomont urivod aAtol,y 011 tho 16th much nativo 

labour haa lort t.l1<1 ol ey. 
~· ftltl Ge:l'U\ll.S aro conUnuinc thoir at.Utck in tho area 

aouth~t.h-eut or~~ orxS b.t:-.re Dl'lde SCiiD8 ~u tn their at.t.ck on tEO-

) . CtJR omu.ums 
i7oqtgrn frgnt. 17th. 11\roo Bonuforts at.teclctld ST. P:'l'm. POa,· 

CUER:f3!r! fJv' hit nhedtl on the jot-ty, a:tloncod &1'1 Mti...o.ircro.tt gun rn' macMnc .. 

fiUMDt\ t.roopo. 
t'/th/l.Sth. Totol bomber• oont o11t 119. lllllllllN 8), t:iiiJPJI ?J,, e 

te'3 others l'lu.-aininc. 'l\:o nro miasi.nS and tuo cnmo dorm in tho eon. AboUt 22 

enMIO' a.ircrAI't \lOl"' ono .. --aunc acai.n3t Ghi_lpi ng orr tJlO CAit c.out. and uero 110~· 

aininr, in tho 1laatorn A ~wbcs. Ono DorniO!" ~· c\OJ)I'I.I(oti b'y c lhvoc. 

!QIQ!& r,\:1. 1St.h/J.6th. Six . elllnG,_. -bocl -hllnieol 

tr""" JCrt ln the t.o;r:IIA..Clll'!S ore:>. 

.JJ.rA. sDOll. ett<>eko bot._n 16th a.lC! 17th lnc:lWiin eausoc! 

onl,y •ltcht df!NUe, t.,.'O Ml~oncs 3rO stUl un.MrVice.oblo . 

• 

' 
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FAR EAST 
JJAI,!\XA. 16th. 'n•'v.; -...... • • ... , •t.tAQka wore ~d:. nzninat 

eneni.Y mooht.nioal tranaport tanks nnd roWng otook in the GEI.IAS area, Hita 

wero aoorod on tanka and mechanical tronaport and firoa nero cauood at tho 

atation and aaeembl,y yard, orr JZUI bergoo \10ro bombod and heavy casualties 

cauood O<IO!Ifl enoQY troops. 

Si lPAPCI!E• Tiro attacks by a total or 2l onc~~~Y bQcbora took 

plAce but llO ~e has been reported, One bomber I7U abot dow and one 

Buttalo """ loet, 
!fiT!!WLA@ EAST IN!)n;!o S!fi!A'll!A , A United States 1:111te:ey 

roport otetas that the Japanese attaclcDd LAHAT aerodr0010 early on tho 15th 

111 th 26 bomber a eaoortecl by about 12 naval tightora. Aerodrome tecporarily 

unoorviceable, 'l\to Catalina, t\To Butfclo and one Jlldson aircraft and potrol 

dumps deatroyod, 

4, 
Thore are indioationo that tho Japanese are preparing to 

uae air-borDo troops 1n or !'rOD J;AU !A, 
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WAI HUt CTOI , O. C. 

January 19th , 1942 

P~RSONAL AND SECRh~ 

Dear Mr. Secretf.lry , 

I encl ose herein f~r your 

personal a nd secret informa t ion a copy 

of the l atest reports received froQ 

London on the militar y situation. 

seueve me . 

Dear Ur . Secretary, 

'!'he Honourable 

Henry Worgent hau, Jr . , 

United States T~eeeury , 

Waeh:in~ton ,. o. t; . 

Very sincerely yours, 

(For tho Ambassador) 

!2. J. C.:---~ 

Regraded Unclassified
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14th. Blonho!Jio conti.mlacl tboir at tool< oa H. U'.W., l'lcJ>t.l-a 

6 
.. ~ tvo- airnro.ft. and clamgecl cno lcaiDe 6 111n1ot.r.aa1 4 pilota 

prct»bl¥ aato, 

312 

L!AiiU• 14th anll 15th, Total or 24 •nGIII' airorart • ..., CRU but 

r.o s&ri<NI dUll• b reported, 

m wt. 
~· 14th. 9 onOQ,Y air cral't ottookod DATU P •• IIIT anll oaro• 

dr<>&O uhich reuinod aorvi caablo deopito 3l1ght damaao. 

0oo Ofte1111 aircro.tt 1?DS doetro)'8d Md t170 d.a.cq:od by A,A, l2 

tr.E:;y bollberl oecor-ted by rtahtera nav over Slll)lPCJlE wi tbo-ut clro;'ipi.n8 bc&be. 

::ur fiahtore 4-Cod ono or tholo. !lno,.y aircral't attacked Slll&!:AT, clamg06 

tu1141r.gt &r'ld c•ulnC IOM N.M'iee casua.ltie.s, 

SUPAP9RB• CiYiU.on 4ir raid carJ&lt.ioa l.)t.h ropm. :.~ )1 k1lle4, 

<~ roriou.olT ~. ~ occurred thr<>'l8b t.'dck l01> ci.DUIIt, 
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IIRITIBH UOOT S!X)RIT 

(U.S, -) 

ppm, He· 20. 

16U.. I. 121000 t<>n u- 1D out.....s•bowxl t.oop •-CIT _. w­

pedood aboUt 6oo al.loa nat or BOUV.UX &nil nb4oquontJ.T boeCocl b)' , ..,.. ~w.r 

d.rcr&tt. llor otea>1Jis ,..,. wu dioabl.ed but lbt 1a .,......,,., at -.....s 

epotd, 1. naval tra•ler wu bcabed 1114 eu.nk ott lAJUI)tmJ
1 

Mil a small unl. 

axill&r7 ..... 1 aw ott eou~t SCO!"tAJJ) attor oolHds "I nth ew» or u. 

811laar1!lea, llhl.oh .. , W>d_.., 
Icolrooloor ST.lLill reportod not oerioul17 daao(od, 

16th. A Britiah 8, 6oo ton tanker, bowxl tor IIALIPAI, .. , tar· 

podood ott ST, J0~18, IDPCU!IlWil, but 1a otlll atloat. 

2. MNWSX 

...... 
ot tho river END&O, 

l!'ar17 on tbo lSth, an advancotl AuatrallAn battalion u-

buahed an IMII;Y c ol\IIQ1 i nclu1Ung e<DO ta.nk11 wut ot Gr:l:!AS, 4eotroy1ng a.tx 

tank• t.nd. utllct.J.nc he&TT c.uualu .. with -n lou••· lAter, tht t net111 • ~ 

tacked in force &nil haa>7 fi8ht1Dg took plaoo, our wooopo boins oubjootod to 

oonatant diY~ thrwehout. tho clq, 

Jbor.r Otr.'llth Hportod one hriaode lfith •di\1111 and l~ht tanka, 

OUr r........., al-ta haYo- been tr:lthdrallft ... tor OWAS, 

Jlml~Q, 'l'he J•pe.neao have attacked eoao of ou:r Indian troope at 

SWl!'.S in DU'IOR Bll\1110 .,..... tho S.liWI.IJI: mn<illr, 

~. In the central eootor, the Ruet1ana ore uint41niJ:18 

tboir preo...,.., In tbo CRnv., tho Genana ( ,_) attack1Ds PEmOSIA, 

m;sp« ;zso:a, 15th/16th. lWilWij. ftd.rtT tona hl&h e:-;ploet .... 

&nil ...,.17 23,000 1Dooncll.arlaa, 

llllll• Sl tone ~ apl.oain &nil 41@ incolllliarUo, Lore• 

1'1r•t war. let\ bum..1Ac at botb pone. P'OUJ'ttoD R,C.A, P,, dx R.A, A,P, and 1*'0 

R. ~r.Z .,A,.P, ~ took pt.!"t. Cll:w Canadiu fttalpden. craabed, 

16th &nil 16th/17th. Ho ottonaivo OJ>Ol"'tiono b)' wo &nil no ooti•iliT 

' 
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N'RT11RIWI'I· 
WillA• lSth. Blenbe1• bcmled llll.PUA at l.zltanW0 <liJI1 -

plaoo•enta and Mobanioal trauport-. bit. 

1Stb/16th. A IIIL'ftl tJ.roratt ebtaiDecl two probable bita 011 a 

vessel ott tbe ICEIUCENNAII lllUlllS. 

314 

ilAWl• 16th. !liJI8 8l>8IQ' a.iroratt bollbe4 the leland, ollgbtl;r 

demo& in& • llbart 1n tile GreDl Blrbour. 

PAR lAST 

mmi.IA• lSth. Our figbte:ra attacbd an a~ aoutb ot 

BAKlltat and •~ ~eel wren eDdlf aJ.roratt. t'bq alao attaolaed an 

&1'IIOureci tra1tl. 

~· lSth. Our balbera attaoked PORT S1lE'l'TENHIJf, c&1.18in8 

oonaid-ble d-ee to oil o1atern8, and ll&llk two bergea contetnlng troope ott 

the riTor 11011tb tbil't;r !Iiles north-net or lw.AC<ll. 

SI!PAPO!!I!• Fifty eneiii'Y bolabel'a escorted ey tigbte:ra, c&1.18ed 

allgbt 4auce to tbe nenl, base. ODe eMIIT aJ.roratt no ebot dCIIIII and another 

probabl,y c! .. a-o,.d ey aur figbte:ra, one ot w!Ucb 1a lliDOinlo Elll!U and IIU.lR 
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TREASURY DEPARTMENT 

315 

INTER.OFFICE COMMUN ICATION 

O AT& J&nuary 19, 1942 

ro SecretAry Y.orgenthau 

,00~ Y.r . Oittr ioh C O N FID E N TiAL 
Re611tered tterll ng tranaact i ooe of tl~ reportlnc bAnka were 81 fol low•: 

Sold to comzerc1al eoncerna 
Purchaaed ! roo comcercl3l concerna 

£}7 .000 
£}0,000 

Gpen m&rktt ottr1int v~• &fain quoted ot ~- 0}-}/4. &nd t here were no 
reported trantactlont. 

'rho C&nad ian dollar. vblcb cloud at "dhcowtt of 12 on Satnrda,y, l~~prond • 
t o 11-}/~ todo¥. 

In New !or«, cl oalng ~uotationt tor the foretcn currenclea llated below 
vere at followa: 

Argentine peao (fr ee) 
~raz ili~ mi l reio (fr ee) 
Colombian pe•o 
l-!exlcan peao 
vrugua¥~ peoo (fr ee) 
Venezuel an bolivar 
Cuban peao 

. 2}75 

.0516 
• 5775 
. 2065 
-5250 
. 2675 
P&r 

Tho r ederal R.eu " e l!ADk of :~ev York reported t hat the l!&nk of C&Dilda ohippod 
,4. ~~}.000 ln _ol d fro~ Canada to t he ?ederal for ~ccount or the Governceot of 
Ctned~. for o&lo to t he !lev York J.u&)' Office. 

In London, opot and forward ol1• er were ~~In fl ~ed at 2}-1/24 en~ 23-9/16d, 
reopoct l • o1y, t qul•elent to 42.67t and 42.784. 

The Treaaury•a purcha.ae price for ! orfl p dh·er va• uncb.ru:t&ed at 35¢ · E3.nd.t 
and &llrm&n ' o aottlt•t nt prlco for foreign ol1•t r vao ol eo uoe~od ~t 35-1/81. 

"1• ad• no purcha.see of all• er tod.e)". 
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RESTi!IctED 

Ho . 60~ U. I . D., n.o. ll •00 A.U., Jonuary 19, 19'12 

SITUATIOII REPORT 

I . Pacific Thcator, 

Philippines : '!'her e h intornittant fi&hting alone our entir e 
t-ront . No dacicivc engae;ement s l'l.r& to.kin& ploco . Enemy a.ii" O?Crc.tiona 
aro compotativel y l ight . Bawa.i is Ho further r epor ts of hoctile nctivity . 
~~ Tho press reports~the Japonoae advance has bee~ slm1ed down 
'liY""Tr'iah British t r oops . Stron& Japanese pressure continues !n the west , 
however . Heavy aer ial bombard:!!ent of Sinc;apore continues . Australa.sias 
Sllt;ht onettr aerial reconnaissance is reported ovor the J:e\.,. Guinea region 
Ch1n&1 Accordin& to the press , an Aaorican vol~~teer squadron shot down 
three Ja;»anese boc.ber s not fa.r !'ro::l the French Indo-Chine. border . ~ 
~· t:o further repor ts . 

II . Eastern Theater. 

Russian prGssure continues alone tho ceneral line fr~ ?.thov to 
tho Doneta Basin . The Russians claim to be in tho suburbs or ~othaisk. 
The Cermn.n 111&}\ Com..anC. reports tho t opulle of attnc::s i'n the Oonets Bas h 
at Savastopol und the recnpture or Foodoaiya (on southoustern coast of tht 

Crlmoa ) . 

III . ../esteZ"n Theater . 

the Air _tinistr y announcod todo.y that aritish bo::Lbers attacked 
Brenen , Emden , and other place3 la=t ni~ht 1n continued r~ids over north· 

\teat Cer~. 

IV . i '1ddle Eastern tt.eater . 

The situation is unch3nsed . 

RBSTRICTtD 
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Waohingtn:t 

FOR RELEASE,MORNING NEWSPAPERS, 
Tucsda~ , J anuary 20, 1942. 
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Prnos Servi ce 
Nl) . 29-74 

The Oeorotary nf th~ Treasury annnunoed last eveni ng that tho 

tenders fnr $150, noo, ooo, nr thcroabnuto, nr 91-day Treasury bi l lo, 

t n be dated January 21 and tn mature April 22, 1942, wtleh w~rc 
• 

?ffered nn January 16, were opened at the Federal Reaerve Banka 

?n January 19 . 

The ~etallA nf thls issue are an fnllrva: 

T~tal appl i ed !or - $351 , 5S5, noo 
Total aoce~ted 15n,))0, 00J 

Range ~r acc erted bids: ( ExcPptln~ ~ne t ender or S~no, no~ ) 

High - 99 . 980 E'lui valent rat" arprt• xlma t ely O. C79 r er..- ent 
Lnw 9?. 942 .. .. .. 0 . 229 .. 

Aver al!;e .. ,, .. " .19r; .. Price - 99 . 95" 

_..,,.,_ 

• 
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TREASURY DEPARTMENT 

INTER OFFICE COMMUNICATION 

1 . Attr.ohed to t~,1 s mert.ornndun nre t rbles 
sho· ·i n" ( l ) the nu::tber of nr-ents ruelified to issue 
DefenPe Snv1n~~ Bo~~r, ~erier ~. ~t t~e cl?te of 
b'Jr. lnetts 0:1 :nnurr~- 17, clo.ss1f1ed b:,r t!·.,e ot p-·ent , 
r:1d ( ~) the :1ucb~r o! such ~ ~ent~ on celeet~Q ~~tes 
r.lnce l~st !~y . 

2 . Or. J r.nul'r;r 17 the r e 1:er e l b , lltl nrents 
other t han nost offices ~unl1fieu t o i s•ue Series E 
s~v1~-R bont~ , rn l~cre~~e of ~~~ £1nce Jrnuery 1~ . 

.. . Cn J t"" Huttr; 17 tht.re ··ere 11~,.,. co~o:-... ·tio:'!s 
nu::l!.!'1ed to 1csue Ser1en E a,vln -~ bonds o:: .,c.yroll 
l'llot:-:ent ..,l~ns in t> cco r dPnce 1·1tll t he i n•• tructions 
ooat."\1neC. in your t ele r rnM o! Jeeer:tbe r :'7 to the 
Fede r r l !'.e~el."ve ilrn!cs . ThE!'& ,·e r e onl y l:! oo:-Jor p­
t1one so "uel~:'1ec on J:mapry 1() . 
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Hu~ber ot ... fl.fents f"Ur.!i!'ie~ t o l ceuc 5C' r1es E 
Snv!n~s Eo:1C.r. , ! ~·;t 7, 191.1 

to <IP te 

: 12'+1 12li2 
T:rne or ~ttent : Hey : Seot . : Nov . : J an. : Jnn. 

z : JO : >O : 'I : 10 

Cocmerc1~l P~d snv1n~e brnY.~ .............. 7,676 11 , 571 1? , 71>6 13 , 6158 13 . 832 

Su1ld1nf• ru1d 10tlfl fi&Goc1o t1ons ... ......... 739 1 , 481 1 , 729 2 , 061> 2.1~ 

Cre<!1 t unions .. . . ... .. ................... . g 389 723 1,J6g 1 , 529 

Other coroornt1ons ll · ..... .... ... ·. · · · · · · - - - - 12 

All othPrs ..... ............... .... . ....... _]_ 21 3~ 20 52 
~ota1 other t hl'n oos t ot:1cba .. . ........ s , 430 1) , 46& 15 . ~33 17,148 17 . 576 

Pos t o f f ices .... .................... ..... 1~ . ~1P 16 ,~ 16, 6! 4 16, 882 16, sg7 

Grt-_'ld -:otr~ ... . ..... . . . . . . . . ......... .. 2h, .t:!42 ?9,&91 11,_!;~ ~'i._Qn 14, 459 

: JA.'l· 
:....lL 

13 . 966 

2, 268 

1 , 736 

ug , _ 

____J_O 

l iS , llS 

.U..14o 

35 ,25& 

Ort1ce- 0-( tf.e Sr c l·P: .. ry nr thfl ':reru;u:ry , J tmUe.l':f 2"' , 1~42 
Dlv1~1on of '1t>RePI·ch Md Strt15::1cs . 

!/ In fi CCOl·<lt-mce ''~ th t f'ler~rr.m o:f !>(l>cenber 27, 1941 . 

~ 
tO 
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Olass1~1oat1on o~ the number 
Series E Savings Bonds, 

: IKiiidilli : 
: : and Credit Other All 
:Ba..nU: loan un1ou :corpore.- otbere 'l'ob1 
I :aaaoota- :tiona 1/ y : 
I 1 t1ou I 

Garporst1ona and Aaaoc1at1ona 
r.a.nJ. Reearn D1atr1ct of 

loa ten 831 1911 162 12 1,20) 

lev York 1,171 2~1 336 ~ 1 ,752 
lbll.adelphl.a 826 99 67 65 1.057 

cnneland 1 ,161 339 2~ 1 1.7" 
11:1olmond 1,015 169 911 II 1 1 ,291 
Atlanta 981 126 137 12 1,25£ 

~oago 2, 2911 1122 126 27 ~ 2, f117 
It, X.Ou1a 1, 301!1 132 ~ 1 1 1,11C6 

J1111M~ol1a 1,279 53 2 1.375 
lauu 01.t:r 1, 723 1~ 6 2,012 

Dal.lu 1125 103 tt 1,0116 
laD Pranc1aco !i!!J ~ 211 

lub-total 13.966 2,2611 111.1111 

Poet Ott1cee -- -- - -
Grand 1'o tal p.966 2 . 2611 ~ 118 ~ 

Offioe of the Beoreiar1 of the Treuurr. J anUIIJT 20, 1942 
D1v1a1on of Reeearoh and ltat1at1oa. 

V In accordance v1th ta1egraa o~ Decellber 27, 19~1. 
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TREASURY DEPARTMENT 321 
INT Eft OFFICE COMMUNICATION 

DATa JAN l: 111942 
ro Secretary Morgenthau 

••o" Mr . Foley 

The following is typical of the way Foreign Funds 

Control is using censorship material: 

l. Naval Censorship intercepted a cable t'ron the 
French representative of Columbia Pictures to 
the New York offices of Columbia Pictures 
outlini~g a vroposal to sell distribution r ights 
for mot1on p1cture films to Italian distributors 
against payment of French f rancs , Censorship 
held the cable and sent a copy to Foreign Funds 
Control. 

2. At the request of Foreign Funds .Control the cable 
was released to Columbia Pictures Corporation and 
at the same time a Treasury representative was 
sent to investigate the transaction. 

3. 

4, 

The investigator reported that he had discussed 
t4e matter with the foreign manager of Columbia 
Pictures . Columbia ?ictures stated they would not 
consider any proposition to permit distribution of 
their pictures in Italy. 

Naval Censorshin intercepted and sent to Foreign 
Funds Control the following outgoing cable frao 
Columbia Pictures to their French representative : 
"Not interested in this or any other proposition 
for sale of pi ctures in Italy. " 

• 

' 
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i;;; i lt.D b"UTFS 
D!PIJ\TII!l>T Of TIQ. t..TlHOh 

OFriCl .>1 nfl ~lC IT ·.11 
liAlll!Ih CT-.W 

~ deer Yr. SeoretAr11 

J " .. nw.r 1 2'>, l?~ 

Tbe !ol l o•ln& r&41o cecM8e t or )'Ou , 1'r w. th.t Hohor c.ble 
JoteJ)b 6 . Po14d.e.xter, Covemor of H.a 111a.11, •&.&~ recei ved lto• t.hie 
r...-r t.aent. The M l a&C• •&,a t.rlllleai tt.ed l n code. 

l!ooolulu, l71Jl J &nU<.r)', :.u.e . 
f ep.rdiD& ll, uida. Uoo ba.n~a. ,ueot.1o:. . 1a lt )04 

poUcy in ada1nbt.erinr . ee. S(b) of lho Trodinr ~11Jl 
Tbfl' lbMrJ Act., • • ....aded b'-J t......,. tira t. ~t...r Po• er• At.:l

1 
to 

eeiae (a) • ••~ta of Iokob&a& tyecle ti&nk1 Whieb 1t a 
J ap .. neae corpor atJ.oo, (b) a aae t.a O( baitoto l:Mtt KatJA11c 
cor J.IOr•tJ.oa cont.rolliot ar.oek o~ned b-,~ a J"pe.uea• eor­
pora U oa., or 1n t.b.e alt .:rnativ• , t.h8 ah&.ree of " tock 
o.-nttd by (l) Uu~ J&~"leee cor; oration , (~) r eaident "1 1~:101 
()) oon-ruidout alieno, ( c) au •tr or r acific h<WI. Hu­
•11e.n corperc t.ion, COtl t rolli ne stoo.;c, o• 11e<1 by b.l1en 
r t• i de.nta ot' Ha• a11 , or Alt.crn• t.1.,• t t.u• •hhr• • of 1t.ocll: 
o•nod ( 2) DOn-reoldeot el1ona by ( l J r~•l<lou~ • H • n• 
( .)) JClpGnea• docicUi.~.rlea . u•t~t.loo t • o . Ar - J·•uv.in-

e leOt.iona ot Tr e.dta, b"l t.h 7htt I.n~y Act. oU"r t.b&D 
c . S( b ) to be put into o!tact , or •1U ail oc Uon be 

co lllld.r See . S(b) •• u.ondoo . '' "'-Utdt u r ly r eply. 
(Sicned) Po1ndo~tor. 

(•) Jollll J. r>eapoq 
Unaer .... ecreWey 

"' ~!!~. H412-y ltorcontnau, Jr. , 

~ecre~y ot ~\• Tr .. eury. 
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w sat a !!and 

ljo . lli !i b31Sl 

Dear Dietrich, 

liP.lti Sh ll·r.ASSY. 
\IAShihOil'OII , D. C. , 
Januc.ry 20t h, 19il2. 

I an eoclosi~ e p~toeta;tc co~ . or a co~~l­
ce.t ion de.te.d l:ov~ber 16th, 1941 !rOQ t a.e .&ad$tent 
~.ftMCer or t!:e Allo;e:ooi ne rinan•il1'1.1n6&-Geoelhchd\ 
I!.J!,);, of S\l .. elshol01 A.!:., GOr:ltJl¥ (n 011baic!.ie.ry of 
GenertJ. !lotoro ) to l:r . c.c. Str lillolla. Vice President 
of Gea.e1·el !totora Acceptance Cor.,or&tio.n , l. ew Yorit 
Oity. Thia dee.J.s vith the dobt-clee.ri~ \rene!. in 
Germany since 1930 and vill probcbl y be of 1ntereot 
to you. I ~ sendine two c~loo to ~r. Pehle dir ect . 

The document "ae condemned by Ol.lr ceueorchip, eo 
that it ''-:ill not have reeched t i.e o.ddreeeee wt.leas e. 
eepar~te exaople vent b¥ another routa. 

Youra aincorely, 

1•/ H. • · Auburn 

t.r. Frfi.D.i,; Dietrich, 
u.s. T-reesu.ry .neyartent , 
~teblli•etion Offi ce, 2oo~ 27~. 

~aah1ULton, t .c . 

325 

Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



Regraded Unclassified



TREASURY DEPARTMENT 

INTER OFFICE COio4~!Ut;:cATION 

04TO January 20, 19L2 

TO llr, Coo 

,ROM !!r • Jiofl:loh 

Subjectr !Jl·itioh Oovernlllent Finance. 

Some of Lhe interesting points Clade by the Chancellor of the 
Al<chequcr in the House of CollliiiOn.s, December 16, 1942, on the occuion 
01 the fourth $4,000 llillion vote of cred.it tor 194l-l.2r 

l . lhe expenditures on war sernces during the pntsent fiscal 
year prcb&olY will reach ;,16, coo mllion, u co=.pared with the !Old!,-et 
estimate or .01$, 200 llll.llion. 

2. Recent war expenditures have been at Lhe rat• or nearlY 
S))2 llll.llion a week, or $47 llll.llion a day. 

) • Tax .revenues for the year will subatantiall..Y exceed the 
Budset vstimates. 

1. . Proof or the succese of ti.e C.Overnment in a tabUieing the 
llrUish eccno~ is found in (a) the low interest rate on Government 
borrowing, (b ) tho eteadinese of living costa , and {c) the O>aintenence 
or peace-time social services. 

S. The detaila of tne tax ontic1paL1on bonQ schlline will be 
&nno\U1ced aoon. 

(Embeaay u .. petch "" · 2407, London, Dccuber 2J, 19L2. ) 
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'fbe Hounlllo 
Tho &eere~ ot s,.~ , 

··~oa. 

111'1 

' }<) ., ~ 
·~,,...,upllca te 

(For Treasury) 
'l'n:a'iSO!lY 

1 baYO ')W bonO I' W HfeJ' W the &JlbaOOf 
1 
O d .. -

patob lo. 1716 , da'ed Oowber ) , 19~1. wb1oh dealt wUh 
'lw tbir& £1,000 aU11on VoU ot Cre41t tor 'M t1ooal 
Teal' 19~1-42 , aad ~· o'-Uaeat llado b7 the ChallOollor 
ot tho bo!wqMJ' on ~· t1caa011\& ot tho war liP to 
.,.,_bel' )0, 19~1 . 

Oa Doooallor 16 ~· Challoollol' ot ~· i zoheq'Oor 
.... a eta..-' 1A ~· llouo ot a-no oa the 
rwrtaa ••~ ot CredU tor n,ooo a1111on, ~~Mob waa 
f.ollatM • tho' ~. .l o11pp1AC troll ilallaar4 (Col o. 
1_,_1..,, .-pr1a1AC ~· •'-._ ... , .......... q1M., 
4oba~. 1a ... 1o .... 

11r naa-1o:r Woof. otatod that U 52 a1111on 
_, .... oa Doooaber 1 ) od ot ~· £) ,000 aU11oa 
alrea&:r .,., ... pd that th1• ... ...aa pro'bab17 
n1't1oo utll ~· end ot tho ncaao1al :roar, tho•F 
1w ....... tho' •n~ 'h• ooco14oNb1o ••toulon ot t ho 
war t.ato ~· f'al' &a•' U 1• o'Drt01lal7 l o .. praot1oab1o 
to a&n•• J••' bow 1oac ~o an Yoto will l ut. • 

la uoor&aaoo w1 \h tho uoul praot1oo wbon re­
•••Uac a 'fo~ ot Cref.lt, 11r 11 ... 1•7 Woof. p.,. 
ooa• t1pro• oa tho oiiJ'J'Ont N'- ot oxpoD41nro out 
ot thlo 'foto, th01&&b blo 1Jlto-t1oa 1A ~o prooont 
l.aataMO _. •' u tllll u oa to-r ooou1ou . 
He eaJ.d: •wo baYO reoonn:r boon opon41DC at tho 
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rata or naarlr £!3 ~llion 
lion a dar. or that , 9 •llr~~n .. ak , or £11.75 • il­
the fighting SerT1aea and £2 wu attributable t o 
lanaoua War SerTiaea• ·75 ~llian t o •iacel-

Thaaa tigurea •ar ba aoapared wi th tboaa a 
tainad in Table Ho. 1 in the deepatah aboye ret:~ 
red to on page ~ ot which were tabulated th 
Cha ncellor or the Exchequer '• preYiOU& tigu~ •• wtth 
earlier ooapariaona . The rate or expenditure rroa 
t he Vo~e or Credit t or the t iret tiYe aeeka ended 
tlepteJouer 27 waa £11 111llion, a a COIIpared w1tb 
£11. 75 • 111ll1on ahiah he atattd au th e rate at 
WhlOb we baY& reoanUr been &pending . 0 'nle t1gure 
attributable to the Fighting SerYioea remained at 
£9 •illion, t he increaae ower the September f igure 
being apparent1r due to expenditure on ••iacellane­
oua War Service a •. Since Sir 1Cingal•7 Wood dld no t 
apeoitr the period during which thla rete or expendi­
ture waa being met and gawe no tigure or tot al ex­
pend1 ture (that h 1.ncl udlng non-war Ci Yll Serncee, 
and Debt Chargee) the coapariaon wlth preY1oua tiguraa 
can be carried no turther. 

With regard to the expendi ture in the United 
St atea on the purchaae or goode not cowered br the 
Leaae- Lend arrangement&, th e Chancellor ot the 
Exchequer atated t hat b1a Budget-apeeoh figure ot 
£}

1
500 ~llion excluded auoh paraenta but that th1a 

axolua1on waa made beoauae he waa then •concerned 
pr1maril7 with euch or our expenditure aa would 
requ i re domeot1c tinanoe. • lie otated, howewer, 
that thie expenditure muet be charged t o the Vote 
or Credit and he estimated i t tentatiY&l7 at about 
£300 &i llion tor t he whole tiaoal rear, adding 
t hat the £~,000 aillion expenditure on war aerv1cee 
during the rear, aa compared w1th the £}. eoo &1lli on 
eatima ted at the tlae or the Uudget, should not be 
a a eulled aa 1nc reaaing the eo- called •gap• b7 the 
•••• aaount , bacauae other taotora , auoh ae expendi­
ture out or oYeraeaa reaouroaa, doll&atio capi tal 
raaouroaa and axtra-budgetarr tunda, aa wall a a the 
apparent under-eat1&ate or rewenue reoe1pte , IIUat 
be taken 1nt o account . •It would appear likely that 
t he tinal balance to be ll&t tro ll new aaYlnga aar 
be aomewbat greater than I aetiaated at the time or 
t he Uudgat, but it aeeaa unlikel7 that the 41t rerence 
w1l l be much i n rel4tion to the di•enaiona of t he 
Ugurea inYol wed. • 

'the Chancellor ot the Exchequer deyot ed the 
remainder or hle etnte•ent to a dieouaaion or the 
i mportance or aawinge and the neoeeei t r or aYo1d.ing 
i nflati on, wbioh be aa id ia not 'an eoonoa1ata' boger' 
but •a danger which it allowed to dewalop m&r 
t hreaten the yery bno18 or the aater1al • eltare and 
the peac e or mind or ua all. I t 1t doea t hat 1t 
w1ll &leo threaten the erreotiYeneea Of the W&r 

errort . ' 
\Yi th 

Regraded Unclassified



-3- '1•)0 . ~. ) ~ 

W1\b re&ar<!. co ... 111g h 
quote r1prea beoau .. char!' • aa14 that be woUJ.4 not 
aYallabla wbi.ob ahow the 'llhor. 0; 1 4ec no ataUaUoa 
;::.,.... -:: 'JffOrt. ln .,, ~· - • - ... - - • '- • PNeent great 
r1prea or "allall ;;;1·· ; . •v• • . ···' pu'bllehed 
the aale or llaUonal w: eo:: the d 0: • band, and or 
the o\her hand, g1Y1~~g not a ;~ artnga Bonde on 
or a&Ylnga, a1noe the toraer t1S: p1o:ure Of the whole 
all ot the ln41Yldual .. Ying wh1o;;'~ o b no\ repruent 
wh1le the latter figure includae lll.loh• t~;n d &ada, 
~preaent aaYinga out ot current inocae Heo:•i:ot 

We oannot toda7 publ1ah tigurea of all· the to~e' of 
aaY1ng, a1 tbough I hope lahr it will be pouible to 
~rniah aome eatiaate.• Here the Chancellor of the 
LXChaquer waa doubtleaa referring to on 1nYeatlga­
tlon reoent l 7 undertaken b7 the Central Statiatioal 
Ottloa with a •lew t o obtaini ng data tor oaloulatin 
how much ot t he lnoreaae 1n bank depoaite 1a a g 
countal'-p&rt ot genUine aaYinga. 'rhia inn e\1gat1on 
1a baing .. de through a eaaple &nal7a1• ot the de­
poaita ot t he Clearing Banke to aaoerta1n the changea 
in peraonal dapoaita oYer t he twel • • a ontha ending 
J une 30, 19'41. It w1ll be re .. llbered that the 
figure t or peraonal aaY1nga contained 1n the ' Anal7-
a1a of the Sou.roea of War l!'inanoe• publ1ahed ln the 
;\'h1te Paper at the u .. of t he BucSget (Cad. 6261, 
forwarded with the Eahaae7 '• deapatoh Mo. 390, dated 
April 30 , 19'41) wae calculated b7 4eduot1on. 

Blr IU.ngele7 Wood went on t o ea7 that be wao 
aura enr7ona would agree that the t otal ...,ount ot 
aa Yinga ao tar aohiaYed, partioular17 i n amall awao, 
haa been lapreaaiYe and baa exceeded what ·~•t 
people t hought poaa1ble, but he adcSad that a greater 
and acre 1ntena1•• effort U neoeuar7. He ••ntul'­
ed a rough eattaate that about one \hir4 or t he 
population are aaYing on a aoal• tull7 adequate , 
another third aartng on a aoderatel7 reaeonable 
ecala which a1ght be inoreaud, and a third aaYing 
ai t har nothing or ••r7 allal1 au••· He urged that 
all abould increaee thalr ertorta eo that t ba 
wcrkera' standard or 11rtng ' wil l not be f1lched 
awa7 t rom the• b7 riaing prl cea . • 

With regard to re•enue, the Chancellor of the 
Lxchaquer oald that, t hank• aa1nl7 to the buo7anc1 
ot Cuato .. (chiatl7 on tobacco) and .i:xc iae (ohlefi7 
the Purobaae Tax ), and alae to the tact that 1noo•e 
tax, eurtax and i xoeaa Prot1ta Tax are ooaing 1n 
well, the re•enue would aubotnnt1all7 exoee4 the 
Bu4gac aat1mate, but he could not roreoaot the 
magnitude ot t he excaae at t he praaant time. 

tlir llnga1e7 "iood then went on to oun1ne a 
new apeoial oeour1t7 wh10h can be t&ken up at 
oon• en1ent .-aunt• and oonYanlent t 1mea b7 tax­
paJera and which oan be tendered t or cart&in tax 
pa

1
menta, na&alJ, I ncoae Tax (other t han 1noo .. 

tu on aalariea and wage• , wh1oh 1a now taken at 
aouroa rro• weekl7 wage an4 • onthl7 aalar7 

pa,....nto 

' 
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..,. ... )' lllar\u, XJ:oou Prot1t ' 
DefaMe Ooa\1'1b•Uoa, I.ua 'ru .:a ;a "~-~~1oaal 
trUnaUou. !ho uovttT 11 to bo 1 aJ' ;;-· Coa­
of oU5 aa4 -.J.Uploo thereof '-11 •n 1a 'Rillh 
1•••• wore pabl1abo4 oa Dooo~r 23_:•~le or thlo 
i•~~.; ~·r OOYor of a aoparato aoepat~ bo1ac 

s.pbaa1&1q tho llOOOUUT of pronntlac tbo 
ahortac• of soob 1a war-u .. loa41 t 1 n 
111' UACaloT Woo4 aotoa that tuaU~ 1: a:, ;:!on, 
olllT 1nat ...... at on wh1oh tho Oonn111ut HUe f 
tb1a JNJ'PO&O. Ho .. n10ioae«< • ••• wlaoorato •7.;_ or 
of ooatroh an4 raUon1nc of uunUal coo4• at 
roaoonablo pl'looa, nt a4ao4 that thuo IIOUilHa 
wO'Rl4 fall 1f tho oxoou plli'Ohadac power woro aot 
roatl'1oto4. Ho o1to4 u a proof ot tho ellOooea or 
tho Yal'loaa -••""• a4opto4, tho low rate or 1ator­
oat at wh1oh tho Ooni'JIIIOnt ha4 b .. n able to borrow 
tho aalntoaaaoo of poaoo-t1 .. eoo1al eorY1ooe aa4 ' 
tho atea41nou or tho ooat or 11rtq. 

'lhoqh t hua oaphuh1lll tho Uportaaoo or tho 
otabU1 tT or tho ooat of 11Y111C 1114u, u 1a notable 
that tho Ohaaoellor of tho lltohoqllOl' .. a. no roto:r­
oaoo 111 h1a apoooh to tho qllOeUon or waau. It 
wUl be J'all01lboro4 that 1n h1• llll4cet epoooh he 
atatoa that ho wu aott1q aa1ao an 1norouo4 na 
for ••ba141&1as tho pr1ooe or ••••at1al oonellllpt1on 
sooaa 1a or4or to atabUUo t ho ooet of Urt"f nth 
tho hope that thh wollla llako 1 t pou1blo to ho1a 
tlw waco• pod Uon about whore 1t 1•'. 'lhollib ao 
far th1a pol1o7 baa bean allooouflll 1n ho1a1nc t ho 
ooat of 11Y1Ill 1n4U aha47, tho bopu that thle 
wolll4 reaul t 111 ata'b1l1 tT of Will•• haft not bun 
flllf1llo4 . 81aoa 81r l1ncal•7 Wooa'• Bll4pt apaooh 
111 Apl'11 

1 
waae 1aoroaua haYa been sranto4 a441ng 

aoae &«< auuou to tha annllal naUonal waae• b1U 
( aot tak.lDC lato aoooWlt oYertllle ana tho abaorpUoa 
of aew wol'kora 1ato 1n41le tl'7 ) . Moroonr, .... £50 
ll1111oa of thau 111orauu han taltea p1aoo a1aao 
tho 1aa..-o• of tha Oo•o ..... nt'• White Paper oa 
Pr1oo lta'bUUatloa 111 .Jll17, (fol'W&J'4.o4 with tho 
laba••T ' • aoapatoh l o. 1077 4ato4 .Jlll7 }0, 19~1). 
!he aoat roooat laaroa••• or iaportaaoe, ~17 tho•• to ul'lO'Rl tal'&l worll:oro ( uoroau or 12• par 
ftOII: fi'OII IJaa to 6oa) aJ14 to eft&1 n .. r1n& aa4 eh1p­
bu1l401'0 (5• per ftoll:) are uU .. to4 a• Nl•llll 
tha aat1oaal waae• b111 'b7 eo .. &~ a1111on par 
&JUDlll thO 1nOI'OU0 1A &Sl'10lll tllral WA~fOe hartns, 
aoroo~or, a 41root orroot on tho roo4 pr1oo e1tlla­
t1on. fhoao two part1olllar 1noreaeea, ana •••• of 
tho oarl1er on••• are w1ae17 rogar4e4 a• Jllet1f1ea 
1n Y1ow of \be alliiOI'0\1• aaoaal1u 1a •-s• ratu 1a 
41fforont 11141latr1u. lonrthaleea, the 1nerttab1-
11t7 of reperollu1oaa fi'Oil eaoh •AS• r1u ai'O again 
g1Y111C 1'1•• to aax1ot7 1n llOA7 qll&l'tore. 
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!ho\18h the Cl:wlcellor r to .. au on \he wage problem 0 h the di izohequer oa1 tted 
4ansere or 1ntlaUon 

8 • en acu .. 1ng the 
dabata d1d not ta1l t: ~~~r~u~nt~~e tube!~~·~= 
wagae to t he probl•. For tll&J&pl t 14; 1\la.t.u .• ~ -
lh1te (1..1beral ) referred to the ~'1 dl. ~ 
where 1ncre•••• 1n reet1one 
which be cone1deredr:~·~~~~_:~~ !~~n~.1~~~ed 
1864 in encloeed extract rrom Kane&rdl ' ol. 

" 1~••• great aattere whiob w1ll errect 
the whole f1nanc1•1 pol1o'l or thie 
oountrr in \he IA1det ot th1e war .. re 
not determined b7 the Governaent, but 
are l ett t o tribunal e, outeide bodioB, 
which are eet up for other purpoaee. 
It 11 not right that theee matter• 
which aigbt oarr'l ua, lt the ciro~­
etancee were euch that ther got out 
or control, i n t o a etate or ti.naneial 
uncertaintr, wi th the poeaibilitiee 
or trouble and diaaeter, ahould be 
left to the•• bod1ea ••• . • The question 
I want to aak 1a whether it ia not 
about time tha t atepa were t &ktn to 
reaob an agreement on what il neceeearr 
to prevent inflation. • 

llr. Ruaaell '!llomau (Liberal Nnt1oMl) after 
noting the uaetulnen or direot control & liia1t1ng 
the quantitiea of coneuaption goode, acid: (Cole. 
1869-70) 

"Although the right bon. Gentleman de­
plored the tact that people had too 
auch purobaeing power, there are in­
ore•••• or •as•• going on almoet 
weelll.J. I atated i n a auppu .. ntar'l 
queation the other da1 that the bod1U 
wb10b get these 1ncreaeed wagee are 
thoae belonging to powerful lnteruu, 
and tb•J are able to get more or the 
li•ited quantit7 of goode available. 
But there are alao large number• of 
people who cannot eave at all, who are 
on the exlatence line and no more . 
ThtJ h&ve no one whatever to look after 
their intereete and theY cannot come in 
and get bold or more ot these verY liait­
ad goode . It 1• h1gh time that theae 
aatteH were coneidered with greater 
eevar1t'l and aternnue . The Governlllent 
hse to cone1der whether ao~e eort ot wage 
pol101 could not be baJIINJ'ed out whi oh 
would help to atab1l1U the conditione we 
are going through· It would pruent 
enoreou• dirtioultiea, but I think it 
abould be born• in al nd. • 

llr. 

' 
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Mr. Henderaon Stewart (National Liberal) al 
expreaaed anx1et:r ae ~o t he ' 111 bala nce in w 

8
80 

wh1oh 1a now appearing• and aaaerted that t b ag 8 

bl~~ ·~!~,be_~~~t with b7 the Oovernaent (C:l~~a74 - .. an•Q·~ • • -~e llr . Lottua (Conaenathe) advocated 
a a:ratem(. along ~he l1nee ot that recentl :r adopted in 
Canada o.ole. 1<>70- 721. 

Though euch statement a on the wagee problem have 
been frequent eince t he outbreak or war they are 
quoted here beoauee tor a t1m, aft:!· ~ h~ introduc­
tion ot the Budget laet April, they were l eas fre­
quent, while of late there hae been a recrudeacenae 
ot auoh expreea1ona or anxiet y not only i n Parl iament 
but in t he preea . ' 

I t 1e notable t hat in replying t o the debate , 
~he Finanoial Secretary to the Treaaury, like the 
Chancellor of the Exchequer in opening it, made no 
reference to t he wages problem. However, on the 
foll owing day, when t he pay ot the fighting eervtcea 
waa debated i n the Houee or Ccmmona, auch empbaaia 
waa placed on the growing diecrepanc:r bet ween 
eold1era' pa:r and the wagee of civllian workers , that 
t he Lord Privy Seal stated that ' The Oo•ernment ha•e 
t h1a matter under their coneiderati on• , and promised 
that the Government 1 w1ll go •ery carefully through 
th1a Debate , and every euggeetion will be examined, 
inoluding t he other euggeetion which hae been put 
for ward, one which baa already been put forward by 
other people and been examined, and will be examined 
asain, namely, the question of the equality of the 
lllall who ·baa aeM'ed in the Fighting Foroea and the man 
who haa aerved i n eome other f orm of National Service 
at t he end of the war in r espect or their aav1nga. 
It 11 a point well wor t h look.i ng i nto . ' 

(The debate of December 17th ie being forwarded 
under cover or a separate deepatoh 1n whloh the 
varioua v1ewe are eummari&ed. ) 

Thle etatement, t hough perhaps mietakenl;r, bae 
been taken by the financial preae •• a promise that 
a general wages policy ie to r eoai•a the Oovern­
ment' a oona1deratlon ln the near future. 

Reepeottully yours, 
For the Ambassador: 

Harold Shant& 
Firat Secretary of Elllbaaey 

Enoloaurea : 

No. l. f u-neard ot December 16, Clipping rom "" 
1941, ColuiiiDe 1849-1S80 . 

\ 
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1 

/ 0iWERS OF THI; U./l.'t. 

/ SUPPLY. 
Conlidered ln Committee. 

[Colonel Cun-o!'r BRows in the Chair.) 

SUPPLEMENTARY VOTE OF 
CREDIT. 1941. 

Exrltl\onuu AJus•~~ OuT oF TilE. w~. 

Motion mode. and Qucstlon r·· ' 
•• That • S.ppkiM'Du.ry hUI, DOl ~ 

ta.ooo.ooo.ooo. be crnted to His t:..,......y. 
l'*lrcb dtfra)"rll tht- M:JI('~ W'!tkh _, be 
lltam4 dGriat tbe ,.., ncliq Cia lbe Jilt 
4&1 o l N.a.rdl. 1942, tor au-tral ~ny, ~)' 
aod Alr Suvka and foe' the )fsnistry <i4 
Supply io to tu ._, tpeclk provbioG is DOl 
m:\<k t~retor by Parlioamutt, for ~ri.q 
dw publiC •f.ety, tiM deie'f!Ce of the rc-]m, 
the t»lntt~YJKe ol publk ordeT ud tlle 
effidtnl prot«ution or the .,r,ar, for maintain·· 
int IU(lpllts ft.Dd ttrviett ta!itntial to the life 
nf the tommunity nnd &'t~"'llf lor •U 
o• pcontes. beyond \hoec prcwldtd for in the 
ordh1.1ry C mnta of P<~rliament, arisin,s <rut of 
the ~xbttllCAI or a t u•te of wt.r." 

Thu Clutn4.'t.IJor of lhe Enbequer (Sir 
Kint>lcy Wood): This is the fourth 
occasion on which 1 have had co ask the 
Commiuoe to appro \'e a Vote o£ Crtdit 
of £t.ooo.ooo,ooo fo r the financial year . 
Out ol the (l.ooo.ooo,ooo already voted. 
,.,e had about £252,000.000 left on 13th 
Oect.:mber. and if expencliture continues 
at the ame rate as in rect"-nt wee~ that 
babncf'. tO@ttber with the Vote oow a!ktd 
for. •ill suffice until approximately tM 
trttl of t~ tinandal )'tar. E,•en in the 
drrumst.:an«S of. pv, a fortnight a~. 
ho"t\'t r , it "·ould ooi ha,·e bcttl possible 
for me to estimate fully the rate of u­
penditure likely to obtain in the next thfff 
lind 1 half months. With d1e considtrab!e 
extension c ( tbe war into tM Far East. 
il ll obviously leiS pra('licable to ad,·ise 
the Committee just bow long the new Vote 
will last . If further sums are required, 
( shall have to come to the Commiuee 
agoin in March. and J know tha1: such 
dem:mds will be readily granted . 

The Committee wlll no doubt des:ire to 
be informed o f the an:tl}'!ii! of our cum111 
war Ncptnditure. We have re«ntly ~n 
SJ?Cuding at the rate of nearly 
(8),000,000 a "-eek. or £11,1>0·000 a 
day. or that. £9.000.000 was attnDutablt 
to the Fighting S."-ic<s and !•·7SO·OOO 
to mit«:llaneou.s wu Sd"':i«s. \\'htn t.M 
btt Vote of Crtdi1 was bdore the Hoose. 
l txpblncd tht ~btion bttwetft our \'ott 

c! Cn:dlt upend iture and the figun• of 
LJ ,$<)0,000,000 which I assumf!d for the 
purpoitt of mr Budget speech . The 
Budget figure o £J,SQO,ooo,ooo excluded 
wtmtever might ha"e to be spent in the 
United St11tes on tha purchase of good$ 
not C:O\'tred by the Lea.~-Und Act 
arrangemtnll.. Thit t xclul!ion was madt, 
&I the Committee • ill appreciate. because 
1 ••at then conce-rned prima.rily with iucb 
of our upmditure as v.-onld require 
domtsde finance. The exprnd:iture in the 
United Statn must. bowt\·er. be charged 
to the Vote of Crtdit, and may be esti­
mated-thou~h 1he dtimate must n«& 
urily be vtty tentative at this time of the 
ynr-at about £loo.ooo.ooo for tbt whole 
>""'· II 1herdono we_.. tikely to spend 
about £4,000,000,000 Oft ~·u strvieei 
during the yeu. that figure mll$t be com­
pared whh an atim;\te o( something UK.e 

f3.13oo.ooo:ooo at the time of the Budget. 
n other words, our tot.tl expenditure may -

be aome [200.000,000 greater than was 
anticipated tl the time of the Budget. It 
&.hould not, however, be assumed that the 
10-ctlUed " g111p " hni nec65arity been in· 
creased by £'2oo,ooo,ooo. We have to 
talco into account a number of other im· 
portl)nl facto.-. before the balan«: to be. 
me-t out of new aa,\•ings can be caJculated, 
in pank:ular the amount o( our expendi-
ture fn,anctd O\'tr.eu. the amow1t pro­
vided (rom domeitic capital sour«S. (rom 
utra·OudQcta.ry toUrte& and the out-turo 
o( the Re,·tftue compared •ith the 
Bud~ry rsti.matts. h would <lppear 
likely 1hat tile final IMiat>ce 10 be md 
from M"A ~vings ou.y be some-what 
R~•Ucf than I e.tun;t.ttd at the ti:mc' of 1M 
Budget, bu' h a«ntf unhkdy that tJx 
dilf~ren .: w.U be Luge ln rt'btion to the 
dimens5oq o( the 6gurn invoh·ed. 

On the domenic akle o( our finance. 
muntly. revtnue and savingl. I would fust 
lllce to iiAY a few ,_.•ords ou the vital ques­
tiM o( savings. On this occasion I will 
not CJUOte ligures to the Conuniuee: 1 
h3ve done It 10 fre<luentJy before. Jn t11e 
first plnce. no flgurtJ are yet available 
which i how the whole of our p resent great 
savinst effou-betau!e that i.5 bow we: 
muat rtgard It-in all its fornu. h is pu· 
!ectly true that we ha,·e figure~ which 
ibow the rate at which the sml.ller ia'·ingi 
of individu.t.ll an: bein& put, for instance. 
into Sa'·i~• CenificJ.tC"'J and the s;a\'ingJ 
t»n1cs. \\ f ha\'f aho figures for invest­
mtntt in tht \arger te(Urities. Katiooal 
II' or Bond• and !.>' ing> Bonds. ""' aD ol 

·~:;? 

' 
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18.sa S;;py: C.O.•iu""- riOU::-~o. •.r OJ.w.av~::i Vo-t• •I Cr•4d 1852: 

(Sir K. Wood.) Sir K. Wood: I do not w'.ih to parti<u· 
wb~eh. of coune. wall repre5e'llt savings b..rite. I wouki a~al to all who in· 
out of currt.nt inoome. On the other fluence publk: opimon-Membt.rs of this 
hand, it i.i important to note that much Committee. leaders i.n our local life, em· 
individual savmg: goes on which is nol ployers and tr.tde umon represen1atives­
noeeMArily lent to the Government to continue to do the!r utmost to drh·• 
through any of tl1~ securities, large or home this pn~mount need for saving and 
small. Some takes the form of regular lending to our country. We all want 
payments to insurance companies or build- our war effort to be the effort of a people 
lng societies. and may be lent to the united in the firm wHI to work and pro­
Government by those institutions. Other duce to their utmost, secure in the know­
savings accumulate in the banks, and heJp ledszc that while they do so their standard 
the ~nlcs to lend to the Government. of llvlng will not be filched nwny (rom 
Sti.ll o1h~r snvings may «.main, although, them by rising prices. Inflation is not an 
as I have alrtady sajd, I wish they did economists~: it is 11 d;m~er which, if 
nol. as not('j in tca·poti. under mattrcssts-, aJJowtd to develop. may tbrtattn the v~ 
and in all other kinds of r«tptadC'S. We ba~s of tlw' m.-'lteral ~Jfare and the 
cannot to-day. put figum of all th~ ptoa.« of mind of aU or us~ U it dotS 
fonns of s.wing, though I hoprr la.ttt it that. it will abo threaten the e.'fecth·e.­
will bo pos•ible to furnish the Committoe .,.... of the war effort. To bolp to keep 
with tome estimate. Bet 1 think every· tue:h C"'fKf<<U~ ~• OO:y is su..relv worth 
one will a(Tte that the total ·amount of the re;~lly small dfon, but a rea11v im· 
savin!tJ wMeh has so fu been achieved, portant and a vital one, involved in re­
and ra.nicularly in 5mall sums, ha.s been fDfnfn,a from sptndln~ what it ;s not 
very impr6Sive, and far greater than abtoluu~ly ner.tSPry to sptnd. In this 
manv at one time 1hought llkclf or possl· oonneclion. T would again venture to refer 
bit. • But it holds ~ood of savmgs, u it the Committee to two matters I have so 
d01"1l for the 1).-..ttlefield and the factory. ofttn tmphasised. Our total expenditure 
thnt the onlv thin~:t we can foretell with durin,r: thi.s war hn now reached the 
(trtrainty i.s that still greater and rnore in- colowl f1~ure or some £8.3oo,ooo,ooo. 
tensiva effort will be nceessa.J)' before We have n long and tt hard wl)r before 
victory Is achieved, and that the effort us. H iJ more imperative than ever. 
will not be the country·'s best until every· On-t. that all wute and extrava~anee 
one-1 emphuisc that, until everyone- should be nvo1ded, and, !!etondly. that all 

P
ulls his or her weight. And we have not plan.t and projects not ~iredlf connect~ 

· with the war effort. but mvolvm!l appr«J· 
ytt mchtd that high objective. able utrn~ion of Government e:tpendi-

Ont of many prt'Sent ineo~. ~nrl ture. should be eoMidtrtd in rdatlon to 
J)o'lrticnl~rlv out of the ~tly l})CrtMed the vital MClt!Sity of husbaodiog our re· 
incomf'1 wMeh are now bring eft)Oved by tourctt and maintaining our fi..na l)(:i;l 
l>r~:< numbeR of oor p<()ple. a .,...t d:\ •tml8'h· 
mnrf' can undoubt«llv br sa~ 3

• " ' r~:uds ~,·enue. I .~ forecast 
)tnt to tlw> St1te. 1 ha,·e ~ 11 said, the war's out-tum, but 1t lS deu that. 
for <xamrle. that pnnaps a th•rd .of our thanks mainly to the biiO)'lnev of th< 
people are 51\Vlf\lt on a ~le that ~ fully Cu.»~on'll ~nd Excise. the Bud;:.et Esti­
adequate, that 1\nother thmf are 5aVID~ h" mlttl will be appreciably exceed~. On 
a mndtratdy reasonable sca~e but ~~R 1 the Cuitorns .:idt. the bu1k of tbe mcrea.u 
well save more. and that a third are either 50 fBr hnl been provkled by t~e Tot»~ 
not sAvin~t Rt all or saving very. small Aum.s Outiet. whilt as regard5 ExCise Dut:6 . 
indt.'Cd. \Vhcthcr these precL.~ propor~ the Increase is due mainly to tltt Purchase 
tions arc correct is, no, doubt, 3: malter of Tine nnd to the Beer Ouli~. though tlu: 
opinion, but the d irect evtdence ?l Splril Duticlt a nd Entert~uunents Ta.x 
observers does COitfi.rm that tber.e :u~ s:hU have nlso helped that increase over the 
large numbers who are not shanng m , or Ciitimatu. I Bm &lnd to inform Ule Cont­
who aro taking an inadequate. ~hare ~~ . mittee that the main lnl:md Revenue 
the gre:a.t savings e~ort whtch tbetr ta.x~ aru also doing well. but~ the bulk 
ft':llow citizens are makmg. of l mome Tax ~and Surtax lS payable 

, ( latu in the year, lt is too early for me 
Mr. Cove (Aber.lvon): What stGtaons o to venture on a prophecy under tbost 

the- community1 
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heads, or in rdation to Ex«SS Profits Tax. A> we are appn>aChing the period when 
the major pot. rt ot the I ocome £ax will be 

In connection with direct taxation 1 col~t«l. it is pc:r~~r" api?ropri~te fa! !f'W" 

hn.ve an, a~nouncemeot to make which 1 agam to 'peax or the vmtl part which 
thmk, w1U mterest the Committee. High ta~atton play• in our war economy. Tax. 
'""" '',.." rnc::'ln! that extra care has to be aHot.t to-day i.i 1uch u to demand many 
exercised In ma kmg pro..,i!ion against the sacnfke•. but 1 know tlMI 11" .r ·::lU be 
time ,when it fnll! due. lt also meanJ willingly borne. From l1\C highest to the 
that tn so fBr as such provi$ion is made lowclil mcomt!!o, we shall be taking tho~ 
gmdually in advance, large sums of contributions which wiU certainly bring 
money nccumuJ:ne in the banki and are home 10 our ptop1c moro tbnn c ... •er t11e 
in du~ co.urse (X'id to the Treasury. much financLal lmphcahoni of our stupendou~ 
O! them m the last quarter of the fin3n• war effort. Some mill~ns of wage· 
c1a.l \'~r. I have been conskierin~t e~trners wil1 BOOn be paying Income Tax 
whether l could not offtt some maehintr\' for the first time. QUu:rs of them will. 
v.:hich v.~t11d help taxpaytts who ha,·e Hke all othC'~ Income-Tax payers. be pay-
matf'ri31 .... "" to med bv direct pavmntt inA mort- lhJJ yt-:u than b.s.t. "J1l,e ncccs-. 
to ftiC'1 •"ide those sums as their profits illy is plain. Our war taxation has not 
M iMOTe a«ruf'. Sotne such assktance btt:n impoM'd for its own sake. It is an 
woukl bt !n«bllv helpful. 1 think. to intq:nl pan of the .. -bole plan by v.hich 
con'J"''nih liable to Excess Profits Tax. the country has btom pu-t on a war footing, 
1t 1!1. at th4" !':tlllC time. desirablt. if pas- War conchtioM nec.~ly mean that the 
sible. to a"oid the piling up of tax mont\~ money incomes of the community largely 
in the b3nk!, and to encourage t~ir more exceed the supply of £OOd'! and ier.•ic:es 
even flo"' into the Exchequer. With this on whkh tbOIC incomes can be Spc!Ot. 

triple obiN't in view. 1 have decided to 1'he R;rtater our success in directing an 
iSAuc =- ne:w tp«ial fieCUrity whith can bl' t)Ytr·incrtUing proportion of our prOdue:· 
tllkC!Il up for such amounts and at surh tivc power to the Wt\r effort. the ~ter 
time' n§ onv ~xpttyer finds most con· does thl\\ excC"K become, or, more \\CCUf· 

vcniNit. lfc will be able to tender I ately. the grtatcr it would become if it 
durinQ. 11 limitrd period in payment of were not corrected by. among other 
certain \."'XC!, and H it i.s so tendered. il things. incrtued taxation. High taxa~ 
will C':\nt !ntcrrs•. The taxes in nnestinu tion iii indi)pc053blc in order to prevent 
will be lnco,r.e Tax (other than Schcdulr tho shart:.gc of goodi in war time le,.ding 
E). 5nrlax. ~ .. tion:\1 Defence Cl'lntribu- to inlladoo. 
tlonJ. F.s~s Profits Tax, Laod T:~x and 
War D~rnaf!e ContnDutions. h ;, DOt the only instrument on 

'*hk:h \\O rely for this purpose. 
Mr. GmhR'" White (Rirkenhead. F •. ut\: M ,be CommiUtt is awa.re, we con· 

Will thi! ~CCUrity be issued a.t a di!C'Onnt 1 tinue 10 ttke many steps throuqh a n 

Str 1\ . Wood: l will say a ..-oro about elabonte t)'St~m of controls and ranoning 
that btcr. ~heduJ~ E tax ~ill not ent·er to see d.at tbe Um1tOO su~ of essential 
Into tht tcht-ne in ,.ie.w of the exisdn~ goods are distributed fa.irt)' and m:t.de 
amOf;cmcnt' for deduction of locome available at reasonable pnca. But 1 
Tax at th~ source [rom s:alaries tml \\·oukl rt.mind my bon. Fiiflub that these: 
WO\ftt'l. The security will be issual in rn<'OlS:UrtS will aU fail to ~·e their ~r .. 
unitt of £23 3nd multiples thtr~f. The pokl U we ntgkct, on the financial i ide, J 
scheme is pr.ac ically complete 3nd I hope to contet the exotii of purchasinJ power. f: 
to amiO\Hit.C (ull details before the end of That we do. fi~l by severe taxah9D, and. 
the month. This wiU answer the query JeCOildly. by the saving!t rncwement. and 
of my hml. friend the Member for Ea.3t as the rnonH:11tu1n uf w'3.r production bu 
Birkc:nhea<l (Mr. Graham White). From inrn..-.ased. we have IJeen \louJld to inten-
thc 11HL11Y rcqueilS which I have had and i if)' 0\lf dfotl!i In hoth those directions. 
tho communications which I hnve rc· 1•:1u::h of them h'l$ gn.oatly contributed to 
ccivcd. 1 h"vc C\'try conftdence that thr the fact that in the midst of all our di!h· 
K hen1o will, for a Large body of tu · cultlcs. we ha"e bct:n able. so f"r, to keep 
pay('_N, de.finitely C3SC the task of pro· our fm3ntd :and general ~.--conomy on nn 
viding for tht taxation which they now C\'Cfl keel. The most s.triking proofs of-+ 
have to bear and will also be of conskler~ this are to be set"R in the low rate of in~ 
ablo ad,•a.ntage to the StJ.te. tc:rtSt at whic.h we have borrov.'t'd, in our 
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Sic K. Wood.] In Debolt tn this Clwnbor. ~ are, 
ntrnaoce of pe~ce--ti.me toeial iitrvictl howevrr. one or two tliings .,.,.b.ich may 
In the tleadinns or tbe cost of livina. be aald with advantagr. In the first 

Everyone in the country bas benefited· place, with rf1ard to the prospects for the 
f~m these achievements, but just as the future and the qutstion of how much the 
pnce of our Uberty is eternal vigilance. Cb:tnctllor will be called on to ~y out 
.o the price of our econo1u~ security 1J during the remainder o£ the financial yeoo.r, 
unrelenting sacrifice. There can be no 1 notice that the right hon. Gentleman 
faJtering, either in our readv acceptance was :wrucwhat cautious. I do not wonder 
of taxation or in our firm dctermfnatlon thnt that 11.hould be 10. in view of what 
to save. We may have little choice in it ht\ppening not only in those Continenti 
the paymt:nt of our taxes, but the decision wht rc wu had already been raging, but 
whether to save o.r spend is mainly ours in those in which it has now started to 
alone, and in our private lives there is: rage and may rage in the future. We 
probolbly no daily question jn which the now toe needy the whole wor-Jd brought 
taking of the n.ght d«:is.ion mt:an5 10 into the conflict. The areas which are 
much for the welfare of our feUcw- 'till outs:idc it are 10 small that •·e may 
citlz.ens, the maintenance of our firm Jpe":tk of t..M war to-day u a world war 
&nanclal front and lbo ultimate triumph In tho litenl ..-. 
of our cause. The public, 1 think, want to know bow 

Mr. Pdhid< .• t......._ (EdinbuNb, far tho new devdopments are likely to 
&u The ·o lncm.se the actual war costs. It seems 

t): CilaJl<ellor of the Extbequer to me that there •re tbr .. possible d'-· 
hat, with lucidity and comprehemave:- tions in whkh the actua1 cost of war mlght 
MU, put bc:fOn! us the finantial position be increased. We might b'!' involved in 
of the country to-<lay# and in the brief additionaJ direct expenditure. We might 
remarks which J propose to addrtM to be ((lmpe.lled to make good a certain 
the Committee I should Uke, in the firtt withdrawal of help from the United 
place. to welcome mO!;t heartjJy the new S w · h '-- nett t · 
&cheme which the r~· ht bon. Gentlema.n IAh.~. e mig t ~ compe o m. 

c~tlSC! our aid to Russia, to m.1.ke up for 
hAl adumbrated. think t.b.at when help which in other ways. might be with· 
amounts have to be paid, in t"xo.tion, of drnwn, 1 gather from what the Chan .• 
&uch dirncn!ions as those now being ctllor of the Exc.ht'()uer has said, that 
dt.manded, both in the figures themselvet tt.lthough in one or in aU of these e1e­
and in their proportion to the incomes on mt:nt.J the cost might be augmented, he 
whkh they a re Imposed. tbe exi&ting Syt· does not sffiouJty expect tbal it will be 
tt:m of paym~nt may prestm gre~t on a very liU&e KAit, com~rativety to 
dlfl'te"ltir.s, and a schtme of the kin~ the vut expenditure to which we are 
which thf' Ch•necllor of the Exehequtr IS are already commjtted. Tba.t may seem 
now l'roposing, by whkh these amounts •tn.nse to some pooplr. and 1 think to the 
will. '" effect, bo payable in m.talments -••ry t;en<r.lily. b<causelh!' ,.,.., in the 
should be a relief and sbookl prove of Eut ai not a bttle matter-at may be a 
~at advantage both to the taxpayer and vr.ry luge matter. 1 suppose that the 
to the Revtntlt'. Of course. we shall real answu is that when you ~ engaged 
await tht details and in partic:ubr the in tout wa.r, the bet that your total war 
rtto of diJCOUnt if thtrt: to to be any. I.J ohli&td to ta.ke place in more than two 
btfore we can exprdo! linat appro~l, but contintnta dOt'S not neussarily. and, 
it t«ms to m~ tha.t the scheme as one indetd. cannot, add vtry much to y~r 
which wiJJ bt welcome and which is, l tot31 war eft'ort or your total wu expendt· 
might almost say. overdue, nnd 1 nm ture. 1 suppose we may take it as more: 
glnd th3t the right hon. c;;entJcman has or lti!l tmc:. thtrdore, that our war ex­
tt'ken a step in that dircctJon. pendlture, short of any innation.-..ry pro-

·rherc i$ uo c.Joub~ wbatc:ver that these· c:ess. It it has not exactly Eeached what 
deci.tlionl whleh the House or Commons you might cAll a peak, has, at any rate, 
make~ from time 10 time to ~ut another tt:tched nearly the maximum which it wiJJ 

t
J 

000 000 000 to the credit of the mnch during the remaining period. We 

0
·, .... ,

1
'men't for tho prosecution of the have to fa.oe the fact that, for whatever 

""' b t time the war continues, somewhat in 
wn are of supreme importance, u we ..... ....-. of ~·,ooo.ooo.ooo a year is the 
take them now 50 much for grantcxl tha.t ""'.,.,._ "" , fa 
It is not ntceiSiry to go into great detail 1um that 1 e eounby will have to ce. 
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I had al,..dy looked at the P"'S'J'SS of wages hu b<eo "'lleved 1.1 tbe oecond 
Revtnue; and my imprts:sion was (Oft• place. it bat been possible to cut down 
firmed by what the Cb.anc:ellor has said, c:ommhments in various otber wa 
th~t w~ rna.{; ~ertainly hope to reath the M3ny of the weU·to-<lo who at the bt.lk •. : 
est. m~u evenue, and probably 10me nlng of the war could not F-Y their way 
qmte useful nnd substil~tial additions except by withdnwing capJtat-which is, 
thereto. of coune nel'f"(; tive · · ··-~· ......... to 

But that will not take away in any h..we 10 iar P~lled i:-th~t;-;~a;~··;i'Hfe 
degree the tremendous importance of that they can not only meet the whole of 
saving, because, i£ once 5aving were inado-- their expenditure out of their income, and 
quatc to 611 tho sap ~tween taxation and pny the whole o f the very heavy taxation 
l~cvenuc, loftahon would begin, with Imposed upon thom, but have money to 
d11utrou.s consequences. 1 would Hk.e to u.ve. Some may not have money to save 
join my vo.ice w1th thal ol the Chanct.tlor t.fttr JM.Yi'"' all that, but just to the 
of tho Exchequer in urging that evel')'• cxt.ent that they .are a~lt-! if n~t ~o save, 
thing pouibJe be done to a"·oid in.Oation tt any r:.tc to hve wJthln their Jncome, 
The ChanctUor of tbe E:'(cheql.la" mad; th~ an making a c:onsiderable contri· 
some intt'nsting obsen.•tions with regard but.son to the war. If they sell tbtir 
to the l>d that the public u a whole w.re capital to pay their outgoings, tbinkiJ>g 
divkled between those v.-ho v.·ue doing that it d~ not matttr. they are doing a 
thtir best and rtally saving manfully, seriotK InJury to the wu e.ffon. becaust 
those who we~ .. ,.;ng 1\alf.heartedly. and not only ·~ they DOt ,..,ng, but ~ 
thme who were not doing it at an. My tte. inerta~~nt lhe gap by the r:'egative 
hon. Friend the )le.mber for Aberavon aav•ng whkh ~from ~nditure on 
(Mr. Cove) ulced how that ~-as divided up cutTt.nt ~tM5 out o( cap1tal. 
between the different sections of the com· When we eome to wb01.t are called the 
munltv. I have been thinking about that. middle illClome c.lasa. there it must be, I 
not only while the Chancellor was speak· think. largely :1 matter of one in<lividual 
in~. but even before he began. This is my a~eainst another. There are some indi· 
conclusion. r think that it affects aU vklmtll in that section of income ran.ge 
classt& ~f the community except tho very who htwe h:.d their incomes very seri· 
poor, who cannot in any cireumslances onsly dlmini!hed. quite apart from the 
uve with ad\'antage either to them$t:lves cffec:t of tox4'tion. and wbtn increased 
or to the community. because if they were ratet of ta.xation have fallen upon them 
10 t-ry to do 50, on their very meagre as well It hu become impos.o;lble for them 
incomes. they " 'OUld (all so far below the to PVt. On the other hand, some mem· 
poverty line that not only would they btn of that c:la.u may be retaining their 
suft'e.r them!C'!Ives, but the community full i~me. or t"o'r:n 1ocreasing it. They 
woukl tuffrt lhroU&h their malnutrition. can meet thdr taxes, and they have been 

l..t:t me "--in with the weJl.to-do. able to cut down their expenditure very 
-• conskkrably: thtmo..,, they ought to be 

When the ..-ar began, and Lord Simon. tble 10 ~nd 0\'Cr substantial sums to the 
who wu thda Chancellor of the 
F.xch<quer, brought in his firSt Btxlgtt, Chancelk>r of tbe Exch<q~J«. 
l was o( opinion that the taxation whk:h Tht n we come to tb~t manual workin& 
he impoKd was as mudl os coukl be clut-thOK abo\'e the poverty UDC. 
borne in the ca.tlier st~es. because l whom I have alrtadf writte.n out of the 
knew quite well that, particularly among picture. Ht:re ag;un, tbere are great 
tbe very well·t·o-do, i( there were to be aiffertnces bet-ween one family and 
any very la rge burden of new UL-Xts im· another. 1 woultl say of these. as of the 
posed, they could not in a. short period so pooreat section, that to sacrifice the stan· 
roadju&l their llving economy as to po1y danl of life which m;akes for the full 
tho~ taxc$ out o f income. Since then. health 1md ollkicncy of thcmselyes and 
two and n quarter years have gone by, their ramlllet would be n grave blunde:r, 
and t think the position is now very which would lnjurc not only them but 
differt:nt. Many of the expense~ of the the country which they have to serve. U 
vtry wcll· to..do consisted in p3yments to they took It from their childrtn. again, 
theu i taffs. Many of the»e st3ffs have they ~'Ould ~ lnjuring the future of the 
been called up or have gone into mnnl· country for which thJs war, above ev~· 
dons work, and tb• cost ol payinc their thine. I• being conducted. But, on tbc 
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(llr. P<thick·la•Tence.l our national financ<s. In fact. the pool• 
other hand, there may "'~ be jn «rtain tion, has bftn, in tbe main, fa""OUtablc 
families those who rq;anl the exln and en«unsing. U we look into the 
income which they get not in the way road al\ad tlie green light js showing, but 
thac will be most beneficial to the State in the distance there is one red liM•• 
and therefore, in that clU$, as well 35 i~ beginning to glc:1m, and there a.re many 
the others, th!~ ii.d.moniti~. to save all II'IIUte~ ;:c:h::.i': to wh!:h wr 5hall have to 
th:u is possible over and above what it sivc very close attcnlion. His statemcnl 
really nccdtd for efficient and he:tlthy life to-day ho.• been rcaiSuring. The woQJ.JicJ 
is applicable. gaP-why It Is always referred to like that 

Thnt is my nnswer to my bon. Friend I do not know because il is vtry genuine 
the Member ror Abcrnvon (Mr. Cove). It thing-when he last addressed US, seemed 
dcptodi upon c.ircumstaooes. 1 think likt ly to be of the order of £doo,ooo,ooo 
that in every class of the community there greater than the Budget estimaie. To-dar 
are many people who do not sa~-e but he tells us that it b likely to be in the 
who coukl and should save. It only order of [2oo.ooo,ooo. I hope that th:tt 
~maiM to am:wtt the question, What may be contct. 
V.OI.IId be the addition to the s:n•in,;s tot'3b The r~ht hon. Gt'Otltman dc·voted moM 
1f all those who toukl sa\·e did so on the ol his rem.uics to the nutter of saving, and 
ICa~ that the most wonhy are :already I profX* to tmb one or two observa.tioo:. 
doiO«? As lar as I can see at tbe tn that direction mystlf. I would tit~. 
moment the:re v.·(M,dd be !iOnkthing like hov;evtr, to Tt-fer to the new proposal Wt 
double the savinss which are bein& put he hu made for facilitating the oollec· 
aiide at the present time, and that would tion of taxes. I think that that proposal 
be amply tuffieie:rn to make sure of non· iJ wc:U coneti\'ed, It is, in the amounli 
infl:ulon. I do not think that we ou,sht involved. rather a teehnicaJ matter than n 
to r~t content until twttry individual who maUr:r of th~ greatest financial scope. 
c3n tklvc to his own ad\'ant-ago and that u it fari litntes.-'Lnd 1 th ink it will­
of the community comes into line with tho even flow of revenne it ,viii be a great 
tho~ whn :uc so f;~ithfully bearing thf' t"'IIV~ni~nct.~. but whether it will a«ually 
burden ot the present time. lil.lVC nny money to the State, 1 am not 

1 think that the Chance11or o( the (\uite couvinced. I thought thnt if these 
Exchequer has helped in this respect, and t llnga were noc:umuloting in the bank 
I want him to continue to help by keeping they would be av-:~.ilable to the State in4 

down the cost of Living and prevtnling any din..••.:tly. but I do ste the convenience of 
lnft~tion:uy tendencies from letting the the .uggf'Sted 1rn..ngement. I asked my 
c~t of tivmg up. As long as be can do right hon. friend whether the security 
that. and do it sucx.mfuUy. then the wll•ch 6 to be iiSucd in rr:btion to tbr: 
•P~I to ,..,-e can be made and should. be ti\~lion to be paid woukl be issu,W at 
made to eo:ery stedon of t.be communaty · a di.tcoum. He ~ that this mig,bt be 
It ohould be brought borne to tile pcop~ of ponocubr htlp to compani<s liable to 
dul u they •rat\\ to v."Ul tbe war, and d l~ctM l'rofiti Duty. Tllerdore, I pre-
1twy' v.>Jnt to -.ln it most rapidly and want ~mo da~t the l«Urity to be issued v.'lll 
10 protoct thebe •·bo are in a ·~k~ be U..u«< at a d*ount. I! it •·ere to 
financial position than th~mseh·es f~m rC"«'1\·e dirt.~ inttreil payment that 
iufftrlng privation ;ts a result of financing woukl in time become subject to Ex<::e$5 
the war, they should spar~ no r.~ort arul P1of1U Duty, it might be a great help to 
coniidc:r rlO sacrifice not aovolvmg thCJr tl~ co01p:U1y at th." time. Otl1erwisc 1 
own health a.nd e.ffic.icncy too great, tn um not t-ouvinoed or t~1e adv;J.ntage to 
Achieve these ends. the com\l;tny of . thts armngement, 

) nlthou~h rcgarc.l it 3i one making for 
Mt Gr~tluun While (Birkcnh tad, East : ('onvt'ni(lnc;c nml the easy control of 

1'ho 'chnncdlor of the Exchequer ha.s fuUUl((•, 
brousht us up to and ~)cyond the n~rm~l 1 1111

.n now to the vitol maHer of War milcstono o f our financial year, and 10 hiJ . . 
iurvey to·day he has been fortu~ate ln Savillgt'. Some influ r.uce is commg mto 
th.t ' e hu been abJe too rec.all, 5-1~ce be ~I·'Y now which lllaY niter the general 

'' this b t in held of tllvlnp. and the way, the rate, 
addreMC<i the House o n 50 lee aud al1o0 the volume in which ~hey will 
Scpu•mbtr, that there has b«n no su~4 accrue to the State. Oroei my nght hon. 
stantial •dvtrse circumstance develop 111 
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~ ritnd -k 10 forot<U wbal d!<ct the rudi114 1 diS(>by of that kind. Again, 
spread of the war in the East may ba,·e thtre as cbe ~n. •• You can't tose if 
upon the coune of fJCOnomy in this you lend." 11uit perhaps may touch an 
country? It is a fairly ~Je predtct:ion an1werin8 cord in the minds of some indi­
to say that it will not increase Uu:~ amount "idual~ be-.... ~ it is contrary 10 all human 
of con1umable goods in thii country, and expc:ritnce. h IU$8CSU the possibility 
to that extent may help the War Savings that State security tS o f surh a character 
Movem\lnt. On the other hand, the llmt h requires to be reinforced by ins-ur· 
general tightening-up in the great nnce. 11 rather recJlll$ the criticism of a 
dcmtmds upon man-power and the ealHng you.n.s lady who, spe;tking with grea-t 
up of l:\flte numberS of individuals temerity of the Ten Commandment! said, 
throughout the country are going to have .. They arc not ll constructive policy; they 
an effect upon War Savings. What.that only put ldt31 into your head." I am 
m~y be 1 find it nry difficult to 1orecast. by no mrans sure dut a slogan of that 
If mdivklu:11s 3re withdrawn exch:s:ively klnd dot'S not put the idea into the mind 
£rom the cl~JS who up to the present ha"·e of would .. be in,·estors that then is a cer· 
not b«n doing thtir duty in saving, it t:ain amount of insecurity. Maybe the 
will not ~ke mPCb difference. If. oo lngtnious txhortat{OO$ which besp:1tter 
the otht:r ha.nd. it falls upon those who our walk brins some return. but I woock:r 
are making the ma.-imum effort in that wbtthu they do. 
connection. \Var Savings will not be Vft'Y 1 think thtre are otbtt aspeclS of tbe 
much ttimul:ated. I am inclinf'd to take wu drort ·which mi&ht wdl be advtrtised 
the vtew that the time has come ...,.htn. to brinf a sreattt sense of responsibility, 
havin~ had • review of lhe man·po...,·t:r in relation tD those matttn, into the mind 
rt10urces or this country and bavinR of the intlh·idua.l who reads tbtm. I think 
tightenfd up the machint and made it the note in our War Savings, Campaign 
more Mltctive. Q'e OUJ:!ht to look into the henceforth ihould be this: The citizen of 
lin3ndn.lasfl4"ct of nffnirs and see wh .. thtr thls country hna had impressed upon him. 
1\ revirw thcrtJ might not be hrlpful i!' as never before. that he is tremendously 
brin$tiPA about " change o( emphasts important for whnt he can do. The War 
whh.h mny bo d~imble to help the effort Saving$ Oc)X\rtment mus.t in)', "You are 
in the Wnr S:wings C3mp::tign. which ha~ tremendously hnport·ant tothacountryand 
a1ren.dy be-rn so extraordinarilY succe. to the need• of f~uiiia, not only for what 
(ul. ~fy rlttht hon. Friend th~ Chaneelli)r, you can do bm alio for what you can do 
il l remt.mbet rightly, satd tha t the without:• Th.nt Is 3 i logan which 1 should 
3mount of sm.1.ll savin,_,. in this country &ugg,-st mi,Ght be developed. Wherever 
would thortly r&ch the £t ,ooo,ooo,ooo we look. we have the n~ (or dtcreased 
m.·uk- c:onsumplion. Whether it comes from the 

Sir K. Wnod: It has pass«~ U\.'lt. ne"' lbmt In the Far ~st or lrom the 
~~of RUMia. hi:. clearly 1M case that 

Hr. Whitt; It has ~lso passed that 6.~re the atiuns of this: country are very 
in Ger~mny. There: bas been no savinl$ important for what they csn do without. 
rnovoment and no txpendit"Ure or montY 1 woukllike if 1 nu.y to draw attention 
on a great Jdv~ising campaign. 1 fet:l for a rnoma1t or two to a very r~· 
that we ibould now look at our War able chan~ that has ~.made QUite 
Savings Campaign dfon ~nd make. up rccendy in res:a.rd to pvmP. m GUDWly. 
our minds whether or not U\ some du«· The Ge:rmtn method of aavmg money ~ 
tionJ the e:mph.asi..s should not be changed. been the: inve:rse one to that adopted m 
with, peth3ps. even gre:~ter success to the thll country. They have had a gr~at war 
effort. I 3m very doubtful ~bout the aavlru.•t cam~ign without expens;ave ad· 
c:ffeot of some of our War 5a''1085 Cam· v~rti 11Tug, and they ha~e i!Ud that the 
'aign methodi. As 1 went through Gcrm:ul chit..:n koows hli duty 50 cl~rly 

f>icc"dilly CircuJ to-day 1 5o1.w from 3 that he d~s not n«d to be hus.tled mto 
bu~J. In nn inverted py~m!~· th~,lcllf:d It by methods of that kind. In fact • 
.. U.S.s.R." ... U.S.A .. .. u.~ .• IUl however, the Gennant have arrang~ to 

0 the bottom the letter U · 3~ •
1 &top expenditure by complete rat1onmg. 

~onderecl whethtr there was any andt· by prict fixing and by wage stoppage 
vidu:1l of the thousands passing. thrrl~~ ovtr the whole field rrom the very out· 
the~. 'whos,e p3trio~ic: duty was 5tam~a b set. From their lai t figum it appears 
or whOle punMtnngs wtre loosen y 
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tbu.t their i JlULU lavtngs groupt h.a.ve 
reach~ a tot.Ll of £ 1 , lOO.too,ooo~ 
approX1J.'J.l.a teJy the same amount as we 
hav~ achieved _in this couutry by efforts o! 
': . diffe;e.nt ldnd. 1t Is a remarkable 
U~ U...t thlt)' !J:IUUI" , .,. .: ... - ;:.-• ;_ m:at "A"I.f a.od should have carried·~ 
~rtbout sutb a drutic iocn!ale in tan· 
bOn as we have bad in this country 
Admj""ble though thi. >Cllemo auc1 me..; 
methodi have bocn to eany Germany 
through two yea.fi of very c.oitly war 
they have within the l:.1t three mont~ 
had to make spc•da.l conce5sioni ao.d 
n rrangcmt . .t\ts which i<!e•n to indicate 
olp,)rehenslons of something they were uot 
quuc "' happy about •• they appeored 
to be at a particulat time. ~ow a 
scheme ha.s been brought ln whereby wage 
a.f!d salary earnt':rs can contribute a c.e.r­
t~un amount cve:ry month, for a period 
of not less than three months. which 
sboukl be !ru of taxation. It is e.1i· 
nuted that by that mean• £6oo.-.­
~r annum will be ;.ccumub.tcd, i4 addi· 
?on t~ th~ t:fforts already m1de, ~nd that 
1t will cost them something like 
£120,000.000. 

1 .. vant to draw attention to the reason 
why th is has bct'n done. It is due to 
the rnhlg disc.rer~nc:y between the im· 
mense 3mount o unapendable Income in 
the pockeLS of those in Gt.:ml;~.ny and the 
d~rcaiing amount or consumable goods. 
It B cltar that the •~ge has bttn 
reached whm:-, in spite of all control. 
there i5 great danger o( that mass of 
spending money bttaltlnc through all 
obitacles and bci.n8 thrown into s:pecob­
tion. black nw'kets •od proctlces of one 
kind or another. to the great danJer of 
Germany'$ Wior finauccs. In paSSJng, I 
wo uld Jlke co refer to the £otct that thb 
new ind ucement of saving ts free of taxa. 
tion, not only in capital lllllQu nt whiell is 
~taved but also in the lutcreat. That is a 
matter of great corn.toqutllct. h is open 
to several member! in ono family to open 
one of these iron aav'ing1 accounts. As 
tbe i.utere:st is not taxable. there is srat 
induc:emeot to the married woman to take 
up work. 1 am not 10 •ure that there 
ought not to be somethin« Uke it to the 
great adva.nlJ.Ie of this country. Of 
coune. the mugi.n& of the incomes of 
man and wile is an okl complaint in this 
oountry, from whJcb tbuo il no eecape 
except d ivorce. That it still a matter 
which we roig)lt well co.nalder in order to 

ioducc and encourage nuuTied women t 
take up work. 

0 

. Is there any lelllli4Jn for us in this, or 
1S • thtre not? 11 there aoy danger i.n 
~l5 c:ou~tJy tbat .we may. with increas.­
~ eamJmts ~ mcomes, ruch a poi.o.t 
-:~ there will be tet in motion ~uch • 
me m co;sts and prices that we $ball 6nd 
~'" aodd<niY. In the midst of an 
mfta tion .. ·bleb W1JI .mou.Jy disturb tbe 
whole COUI'M: of our war fina.nce? It m3 
well be that these 1hin.gs are a. mira/c 
before my t)'tl nnd not before those of 
other pooplo: II 10. 1 shall be YCI)I 
pl~ased. I notko that my right bon. 
F nend tho Mlnl1tcr o f Agriculture !las 
opportlt!tcly arrived In 1ho Chamber to 
lend "?~nt to my A,rgument, for my right 
bon. I· rttnd hu 1111d-that we mU$1 expect 
dca~r food in this country. I nGtice 
!hat m momy dirtrcliGns there arc inc:reas­
m.g dtmands for increastd mnunt:ration. 
Those demands are vt:ry important. I 
do DOt want to di:!cDD tbtm· I mett1y 
state tba.t tbey exist. These g~t mattm 
wh.ic:b "ill atfect the whole financial policy 
of this country in the mids.t of this war 
are not determined by the Government, 
but. ate lth to tribunals . outside bodies. 
~vhu:h are set up for other purposes. It 
IS . not righ t tht\t these matters. which 
m1~ht carry us, If the circumstanctS were 
!luch th3t they ROt out or control. into 
a st.ate o f fin~nrlal uncfflaintv with the 
f>O'I',_.!iblliti~ of trouble and ' di53Ster. 
$hould be lelt to th<te bodies. U there 
i! anvthin~t in tM IIOU5ot of Commons on 
"·hicb we are unanimous. it is upon the 
da~rs of inllation and the necessity o! 
avoid~ h. Tbtro is DO set of people 
of wh1ch I know who are not in agl'f» 
mtnt about that. The question I want 
to as.k is whether it i1 not about time 
that s.teps we:ro taken to rettch an agree. 
rnent. on what it necessary to p revent 
mOabon. I ask bon. Members to d irect 
their minds to that question, because 
alth?u~h . It '!'"Y ~ that I am taking a 
pesstml!bc v1ew-1f 10, I shaU be glad 
t~ be. told. 10-0f the poosibiliti<S o! the 
satuatKm, It seems to me tNt there are 
ttnd.t:rtdes on foot to which •-e should 
gi~c:_ vuy c:ardul attmtioo. not in any 
spmt of controvmy, but with a. desire 
to stop t.hia procas at the outlet. 

Our situation it better than anybody 
could h:.ve anticipated it y,-ould be wbm 
we were thrust into tbJs great war. I 
agmo that there are many who do their 
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:::::oot to bdp oo the financial .;.te, but Tb 
tbue u.e others ~bo. up to oow, have country. e pol.ky of fixul wages for 
not realised what ts nnMible. It d.,. not ~U worktn in aU ind.UJtrle$ was instit~ttd 

r- U\ Germa.ng; lq before tbe: war. It was 
oocur to many people that if th~ re- dono b t ~• • · 
fnioed from listenino to one ne..;.'bul.• , · Y e ctnu~ autnonty. The fix. 
1 1 1 h -~ -.. 106 or ~et was a very important matttr 
et n n l e course of tbe day, they would b«au10 it rneantgett~· right down to the 
make, a saving in their demands upon first ~aJ f • /': 
electndru au,pply. 1 think that now tho J o cotta. . avmg uxt:U wag~ 

·~. the leaders o( Gt:rmany found that ~ 
alogiHI of Lord Kindenley and his col· !imo wont on, priees of goods ttnded to 
loasues should be. " You are im{>Orta.nt mcre:tae, and it wu impossible, with the 
for what you can do; you are JUSt aa wa~tea that 1 d b 6 ed f 
important fo r what vou "'n do w'•tbout.'' o lll ccn x • or the wage p , - CULrnon& to buy the Ulhlgs L'ley desired to 

eople should remember that they mult buy. A IW!Cond step was then Wren 
make no demand upon public: servieM of and quite conlislenUy and sensibly' 
any kind- travd, heat, light, or whal- KlliD.J prices were &xed. It set':rDS to m~ 
over h. may ~( they can avoid it: that 111 thia country we have done things 
that they must not buy anything they in the fnveroo order, We talk about the 
can do without, that they m~ RView control of pric::a and have incited iatto­
the whole course of aU thcir transactions, dueed a certain degree of control, but 
large and small, and make sur. that they ther< ha~ c<ttainly oot bun 00 far any 
are DOt making a demand for someth.in& ~ ttnous attempt to control wages. 
th:u ts needed in RU5Sia or somewbere )lay r say in this coonedion that some 
ebe. I think that-rather than the of the moit important sttps, and some 
literary tcetntricities which ~-patter our whk.h have bte.n mos.t harmful, ba\-·e un .. 
hoarding~ould be the note which the fortunately been instituted by Govern­
War S3vinp Campaign should take. ment Departments of one killd and 

Slr Adam l fnitlund (Faversham): The 
hon. )fernhc:r for .East Birkenhcad (Mr. 
Crahnm Whit~) referred, in compliment­
ary terms. tq che manner in which Gcr­
m:tny has miscd war s.wing-s from her 
worJq'H!Oplo. The hon. Member's obst!r­
viUiOnJ rcmindtd me of an opport\mity I 
had, about she months before the oulbreak 
of tho war, of inspectirtg the wages books 
of 1\ vtry l.nrgc industrial concern in Gtr· 
m.lny. J found that. in accordance with 
the uJua.l practice in Germany, the worlc· 
people bad been inductd or coerced to 
acapt m3.DY things:, both in rq:ard to 
w.ages and other ma.ttttS, which would 
noc have bttn accepted in this counuy. 
The bon. Me.mber will be aware. I am 
aure, chat Jong ~ore tbe war tbue were 
many ilopp;ages from ~ in Germany 
th;at would not bave been. tolerated btn. 

Mr. White: And in Russia. 

Sir A. MaJtlond: The hon. Member re­
ferred to C~Jnmmy. and a.s I happen to 
hRve had rw opportunity or steio.g some­
thing or this mnuer in Germany bcforo 
tho war, I will ~:online my observlltions to 
Gennony. The bon. Member's rt:marks 
also rtrninded rnc that in pre-war days the 
Germa.nt accepted another thing which 
ce.nainly would not have been comidered 
at a mauu of practical politics in this 

anothtd l commend tbat to the notice 
of my right hon. Friend the Chancellor of 
che F.:xchequtr. 

No Member would for ono moment 
think of OpJ>Oling tills Vote of Credit 
which tho Committee ::arc asked to pas$, 
but perhaps •his is not au inopportune 
moment to emphuiW: once more how im­
portant h il, in giving extensions of credit 
for suc.h huge aums, !or the ChanceUor 
of tho Exchequer to sec that money is 
wisely upended. In spite of the enonnous 
demandJ ~ hich aro bci"S made upoo all 
iOCliona of the commumty, aod in spite 
of the eoloaal financial bwdens Wling 
upon this eouot!Y• there is one thine 
which is outstandinc; I woold ask tbcoe 
who at hmtS are tcmptt'd to condemn our 
present economic: and financ:ial structure 
to d"'eiJ upon this point. Ot.hu countries 
which h.ave uperlenctd financial and in. 
du•tri>l crisd. and difficultiei arisinc 
internally and ute.rnaUy. have had a run 
on the ba.nkt, and ch~otic conJui ion has 
resulled. On tho other hand, we bave 
had our up& o.nd downs, al'ld our problems 
dUJing the last ro years, but no Member 
hat had imggestcd to him t11e slightest 
shadow of doubt in regard to the stability 
of our banking institutions. That is a 
u ibutc to our &nancia.l and economic: struc .. 
turo, however much we may criticise it. 
I do not. of coune, luggeR for cme 
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motM:nt that no improvements could be 
made to our cxiiting system oi finance 
and i nd u1t ry. 

1 think th.at the Ci • ..u'lteliu:- :! me ex~ 
cheque-r-and perhaps this is the only 
bouquet 1 &haU give him- is to be con· 
gmtulntcd upon the w&y in which the 
money hu ~n roised to meet the cost of 
the w11r. It is a gre;tt tribute to the 
ato.bllity and 50lidarity of our British 
in~tituhonJ, and to the common stnse or 
our people, th:u in such a tremendous 
war. involving such astronomical figurtt, 
my right hon. friend is able: to come to 
the Commiuee and rrport that it is possibJe 
for him to continue to borrow monty at 
aueh cheap rates4 My bon. F riend the 
M<mb<r for East BirlcMhead m<rrod to 
wutdul expmdituTt'.. I believe that tbe 
srutCit impeiUi whk:b c:ouJd be _g.ivm to 
the War Savings Mo,·emem would be the 
conviction that the House of Common! is 
determintd to stamp out and eradicate 
anything in the noture of wasteful U· 
pendhure. In this connection I wi.sh to 
make a &uggeti'tion to my right bon. 
1:ricnd. I do not believe that Milds-tcrS, 
t ither during war or in peace, have 5Uf· 
ficicnt time to devote to the question or 
CXf'ICnditure-they ore,> so busy with high 
policy and with other matters that it it 
Hnpo:.aible for them to get down to ques-­
tion'J affecting the administration of U · 
penditure. 1 suggest that in every 
Government De-partment someone should 
b< spoc:ifi<ally cha'J;od with the duty to 
examine details of ad.oninistration and to 
tte 1hat expenditure intoned by the 
D<panmont <OOCml<d is ~ly and 
efficitnlly made. ln tbe: case of a small 
local authori1y. a county authority. and a 
national authority theu is • d~finit~ and 
practieabJe hom to the amoun1 of money 
which in any given period can be ~tstly 
spc.nt. That i5 specially true d u.nng a 
war. Then there i5 an 6pansaon ~~ 
o rgonlilltion. 3nd people ;.re brought ~~ 
who have not the knowledge and expen · 
cnce-1 1\ln not critic ising their williog nw 
or their d e!iire to helP-tO see thtlt a 
Dcp.-l rtmcnt's duties arc perfonncd in the 
most economical, efficient and effective 
way. . . . 

At n 1ime when ratJomng 15 regardtd 
whh r1wour, a nd wbt'U we have had two 
ond a half yeaD' experience of war, I 
auggo t tha t a review should be made of 
the amount of mon('y which a Depart· 
mc:nt can iptnd with real efficiency and 

~·•ith d1;c regard to the need.,; of the nation. 
I know thi.) is diiTI(.ult, esp«~Uy in Ser. 
vi~ Ocpanments, when some new 
str:negy ma.y ~ in t~e ~ffi~g which would 
''J'Stl calct ............. , ~ ... •• ~:~ arc many 
Olh<tr OeJ)l\rlmcnti which M e nc t affected 
by illrntcgy nntl thu v;ariadons o£ war 
where such n lie heme could be adopted. 1{ 
thit tuggestion CAI\not be ndop ted in the 
CaM: of -the Fighting Sel'\'ict.'S, I suggest 
that it might be applicable in the case of 
the other Oi:~rtmenti which arc abo 
spending considen.ble sutn$ of mo~. 
To ate that CX(~~tnditure is w~ly adm.i.rus· 
ttrtd. 10me ~rtmtnt:.l body. charged 
'Nith the tptei6c responsibility of ad.mi.Qis.. 
terinc tht c·x~r.diture of the funds of that 
fkponmont, shoold b< .. t •P· Hoo. 
Mtm~ may su.gga;t that v.-e a.Jnoady 
ha\--e 1he Sel«t COmmittee on Sational 
E<t.ptnditu~. but tha• Committee: is 
limhtd ul itt scope and ii limited in the 
kind of ~ork it can do. h l5 DOt an 
exacuth·c body. bot in reporlin; to the 
!louse completes one of its m.:un fuoc ... 
tlon,, Tht aon o f body I am suggesting 
would be rharged with the specifiC duty 
and would be cap.1ble of cxcrcisin£ some 
authority In regard to departtncntal ex· 

l•tn<llturc:. I l10pc that my right hon. 
:<rJcnd wJU be cood enough to cons-ider 

that IUB~tetdon. 
No1lC o( us would wish .to say any· 

thing to destroy confidence in our tu.tional 
financbl arntll8ements, but I must point 
uut thou I ctnnot for one moment accept 
the 1~tion that borTOv.in~t and taxa· 
tioo can be put in the ~me cat~ory. 
UorroVrinJ is IOrMthiO« the SQ te onder· 
Lakes to r('p;ty to lhe knder. be it soon or 
b le. Taxation b im)Xbtd by the State 
\o1lh no IWJ)C of rt()l.ynlmt to the tax· 
)») ('1'. n.c:re it lOme suggestion with 
regard to diicount for taxes paid in 
advance. Thii b perhaps the first official 
rcc:oguition of the an.xietr that is felt in 
fl'g:ard to the pnct i~biluy of collecting 
uaxat11.m at the very hish existing rntes. 
Jt i:t n warning to the nght bon. Gentle. 
1nan th:u hu ll gcu ing to the limit in the 
p• ac:ticall~ of raising a!1d collecting tax~­
tlon n l tn<' prm nl lu~h rotcs. It. lli 
runhtr cvitlencc that tho ncvcr-ceas;ang 
ntc:d or grta1cr vigilance in rcgarJ to lhe 
expenditure of the money is of vital im~ 
parumc:e 

Ur. RuucU Tbonuti (Southampt?~): 
1 a:houkl lllce 10 .ay a few words •nsmg 
out of the CNncdlor's re(erence co 

Regraded Unclassified



I 
I 

a6 DECEAtSER ·o~' 
~~tiona& ~vi~. He was careful to 
explain th.1t he w~ not meetly rt:fe-rring 
co lin,:all wvlt~ but that there are con. 
aidtrablc i.l\•in,gi m~u.ic, tor •nstance, by 
iluurauce companjl~. He expressed him. 
.elf on the whole-or that is the impr~ 
~ion he gave me-a ... nn:tty sati .. 'fiHI that 
Nnti011:1.l S:rt'l;;bl: 'l.t ;~ go.ng on just as 
they ~hould and that, as lln.<:y g:unered 
(vh.C, Iii\!)" WOUJd probably go U Jong 
w''Y to lill up the gap that we a ll have in 
mind. Uut I am not so .li-ure. J do not 
believe: that National Savin~>s are as g reat 
a• ili imagint->d wh~u you t.:tke cf•rtain 
factofi into considerc~. tion, E\'tn btfort• 
che National S..vings Movement national 
JIOlVings \\·tre considrn:able. J ra,•e thq.• 
ri'<n ol the rate that they ibould when 
"·~ corWdcr the genrl":l) ttplns:on of 
frnptoymcnt l Thb has illC'rnsnl c-nor · 
mou~y. l-l:avt: Nation:tl S:wing,s gone up 
p,-o ,.,.? Also wa~.,~ are consbntly 
rkln,~: and h:t.vr ill(rtbcd monnously. 
Not only Rre t~re ~re P:fOPlc employed, 
but a ~rut m:anv are g~bng extra W3,:te. 
f.., thto Chanct.llor extracting suffic:itnt 
nf tht""-C' in National Savin~? Arc 
Nntfonal ~:wing!l growing p' o rata \vitti 
th~ inc:rro!k'tl WOJ.t('S? I am not so sure 
Aboul h . ·n1crc is also a laCk or outlet-. 
fnr inv~tmtrtt . Before the war people 
hnd c·on~idcrablc scope. There w1~rc 
lJui ltlin~ w::letil"~ nnd tlHt.t k ind of thin~. 
bnt I cJo not believe that building 
...nclcHMtnl' tl\king pt.'Ople's money lO·dny 
to anv txknt. Js the Chanttllor extract· 
inJ; the .mon('r .lh.:u " :ou;ld h.we ~n 
in\'~tcd m budd1ng SOCICllts and so on, 
for his 0\\11 uw? r very much doubt 
~ hrthrr he i. .. rxtn.cttng as much aJ ht 
... hould. I doubt \·ery muc~ ""~tht-r 
peopk! ar-e making grn.tt"! .sav1ngs tn lhe 
dirtetion of insurance pohcaes th3n brforc 
~~ war. J thinkJhcy are probably kts. 
l'tople "~ not able to spend so much 
to.day on their food and cloth6 as lhey 
U!t«l to on account of ra~ing .. Is tt'le 
(..hancellor getting in suffio~nt lO duu 
dirte1ion ? He reJeCTed rightly '? the 
111tl of limitation o~ $~ av;ul.ablc, 
indeed regarding a hmltat1on of .s~s 
ami lncn:~.iit.'<l purchasing power as mevtt· 
nhlo during a great war. 

. 
··~ .... 

• Although the right hon. Gentlcmau 
dc()Jou;tl the fact thai people bad too 
much purc.haiing pow.cr. thertl ar~ 
• , Jt'i of wages gomg on a mos 
mer~~ J alated in a supplel'tlt:nta.r)' 
wee Y • d that the bod1e5 q 11c..,cfon the other ay · 

'Jt'l II• 

whk.h gel thbe ancrea.sed wages are those 
btkill,;~ng to powufuJ intemts-. and they 
a~ ahlt~ In C"' ~ .. r.! the limit«< quan 
tHy of good• ~Viloila.ble. But there are 
aho l~r8C numUtr. ol people who cannot 
i.'LVC at ~all. who are on the existence line 
and no mt"~rr> ·rhcv ~ .... ~~ uo one wh.al· 
cv«:r to look afttr tlieir intcn~~tts ~nd they 
cannot cvu1o iu und get ho!d of more vi 
these very limited goods. Jt is high time 
lh"t thcsu JnlltCB were considered with 
l{rttucr severity :md sternness. The 
Government h.at to con&.idcr whether some 
sort ol w;1gc ~licy could not be h~!'D· 
mt:rod ouc wh1ch woukl help to stabil!Sf' 
the rondition§ we are goi"R through. It 
~·o,lld prt'i(_11t t-normous difficulties. boc 
I think it ihoukl bt borne in mind. Tbtse 
:trt" Jll~>l points that occurred to me whilt 
t~ CM.ncellor •n <pta.kint;. J a.m su~ 
•·e all wish him wt:il in the great d.i.ffic:ul. 
t ~ that lkt abad. 

)fr. l_.o fttat (Lowntofl): ( COO,gr.ltulatt 
the ChanceUor on the new proposals by 
which people will 0t tnabltd to buy 
~curhitS wherewith lattr on to pay their 
ta>.:tS. I think it will be a.n immenJ:e 
convrnlence, rand I look forward to study· 
in~e the dntails with great interest. t do 
llOt know whether these securities will 
l:M•:lr a very tmnll mte of intC"rcst or will 
lk~ Issued nt n di~~eount. J r either of Ulese 
thing& w~s to hnpren, it would. o f coufie, 
1\tnounl 10 givin8 11 gJight disoount f~r 
J>ll)'l'llCill of ttXC'i in advance. J take 1t 
that the ~te wookl vary from month to 
month as the time for p.-tying the ta.x got 
OC"a~r W('t have Jjsttned in a remark· 
ably thin llouiot to somr very interesting 
spt«h<J whleh I should like to com­
m<nt uP.,.. )ly boo. Fri<nd the Mem­
b<r lor Fl\'mham (Sir A. Maitland) 
pointed out that examples of waste of 
Go\'tmmtnt money ha\'t a ck1trrent effect 
on the whole Sav-tngs Movt:mt:nl. I wu 
read10g in a k>c:al paper lhe otbtr day 
aboul a runl dbtricl council which with 
greo'll enthusiasm wu working up a .wu4 

ship wtek, and j4'veral members po&nted 
uut really ~d Cll.Stl of Government cx4 

lrn.vGgnnce in lhc ncar neighbourhood 
which might have u. great ef1e(t on the 
willingut.-..s of ptoplc to subsc:ribc ns they 
hoped·. 

My hon. I"ricnd the Mem~r for East 
Uirlctnhcad (Mr. Cimham w.hJte). SJ?Uk· 
ing for the Uberal party. sa1~ that 1f we 
are to :wok! inOation be felt 1t would. be 
nt<l~ry 10 haw a w;!ges and pnces 

r 
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(.Mr. Loftus.] the tolt of hvitlg every employer has to 
potic.y. I think tbat everybody lD all pa_y '1S cents a week extra (or f);tty oM 

Vilttf of lhe Committtt who ha~ t~ . .:>ught pojnt rbe.. ThiJ. .Uu.:-... ~:.., .. :..~:::. p~:~ 
over the problem of in8ati.on are [n general every three months. I commend that to 
:agreement that i t is desirable if il un bt my hon. Friend because I feel that wt! 
dono to have a policy which would more could work on those Jjnts in this country 
or ll~ &tabili~ wagE!$ and prices.. The~ and atabili~t the priocs of goods and ser· 
d lnlcu.hy has been to know h ow to do h . vlcts so that no one in any shop tould 
I h~tve thought a great d eal aUot:t it and i(l.ll nt 11. greater p rice than, say, in th·· 
that htu1 been the difr1eu1ty which I have Hr&t wtck of November , and so that the 
lu~d to face. 1 am glad to say that the chtHJ;t'i CJf rents , ra ilways, water and 
dlniculty is solved for me by tbe example similar eompaniei coukl not be more thrm 
given to us by the Govemmc..' f)f thr in November, subject, bowe\'er, to an 
Dominion of Canada. 1 do not kn ow ~~~prol to a Government tribunnl which 
whether llon. Munben. knov. what hlb rould allow an aceptinnal increase in 
been done in ca.n.ada. 1 h~l):t;. I 1pf!t:a1 to my right bon. Frit:nd 

10 l ... .,.te a Wh.lte Paper showin,:t what thco 
Tbe Tmlporar)' Olllirm:tn (&lr. ~ CJ.udi.a.n ~mmt bavt' ~. 

Wiltiant>): This Oeb:ne docs not include 
Ollything lhal ha$ h«n doD< in C...da )Jy bon l'nmd the Memb<r for 

Fa.,Uiham congratub.ted my right bon 
Fritnd on raWng these vast amounts of 
money at a low nte of interest. I cannot 
a.upport thO!W! congratulations with quite 
u much enthu!'i.obtn' b«ause I rral~ dun 
the Treuurv ~ eomplett control over 
du: r:ues of interest to-day. that a COO· 
ilder.lblc proportion of the money raised 
i> crc:\h!d by the: b:mking system at a 
co~ not tx~;.ccding t per cent., and tha t, 
thcrdorl!, when we pay 2i per cent. on 
that money we arc p;ty ing fa r too m uc-h . 
t..ooking a.t thii huge amount of 
lr ,ooo,ooo,ooo. 1 again. for the fout1h or 
hhh tima, urge, my right ~n. ~riend .to 
follow the wamill$ and adv~ gwen hun 
by the '• EconomJ~t ' ' two or tllroe yea.rs 
-~ tbat for all these moneys created 1o 
(Ill the gap at a (.'OSl Of about 1 ~ ctnt. 
the Sut~ iboukl ~y not more than ~ txr 
cmt. \\1c are ~ a vote of credn for 
£•.ooo.ooo.ooo. The Cban<dlor ~ 1~ 
us d\al the toW war exptoc:hture li 
£~.ooo.ooo.ooo. Leo us look ab<ad. Tb<. 
total ~~•tiot\al Otbt lclt after the last v.~r 
wu in th<! nature of £7,ooo.ooo,ooo. \\ t 
all know the immense burd~ ~t tlut 
\\1&$ 0 1, the nation ;md ~w It .hmdu~ 
dcsha\.11c ltatiOI~al expend1tur~ m man) 
W'l-)'S· Thu money wu ra&Sed at .an 
:L\'cmQC of 5 J'Cf c~nt. lt wa.c; a cru!olUnf{ 
hurd<·n 0 11 the natton . We have already 
~< I'K'IU f.8, too.ooo,QOC)-not all, of c.ou.r&e, 
from l o;m~. but patt1y from t3xnh01l 
Surely it is uot peiS-imisti<: to suggtst thM 
~6 nlt'ly end thlt wu with an adc1itional 
N;~t ional Debt of probably wen ~vrr 
£•• ooo ooo.ooo nod J""'"bly 
£•-.:ooo:ooo.ooo at an average. rat~ ~f 
2i to 3 per ttnt. Then ll><' burdc il nf thb 

Mr. Loftw;: Can the Ocbca.te include thr 
qutstion which has betn rclnnd to by 
n<arly every $pcab.r- the da(l,£er of 
infbuonl 

The Ten1poorary Chuirnuan: 1 a.m not 
quit~ t urc what the hon. Member means. 

Or. l'tten (Huntingdon): We htt.\'4!' had 
refcrenocs to wbat has been done in Cer­
m:Lny. Can not we have referenetS 111 
what hilS ~n done in Gan3d;t? 

Th<: TempOrttr)' Chujnnnn: Only as au 
,_x;,mplc, but we cannot gQ into anythin" 
th<'t h:.'LS to do with Canadi~n policy. 

~lr. LoftUJ.: 1 submit that y,hen anothtr 
country. whdhet a Dominion or n~l, baa 
JNw.ed tcgbladon which y,ould f;I\'C an 
mc:bcation ol the ••~y to sol\'e a prob-Jtcm 
which we .,. facing, I migho be alloo....S 
W IO~lion it. 

Tbc Temporary (]Wnnan: Only iJ ohe 
bon. Gc .. ueman meo~ions ~t as a ~n 
lllustr.ati'>n and not as t-nvolving a !otp:uate 

!X bale. 

Mr. l .oftu.~: It i.-s not my intenti~n to 
bt(;ln a scrtaro.tc Debate. ( W :ll> gomg lo 
a§k m right hon. friC'nd the Chancellor 
lo luu~ 3 White l~ptr showing what h :tJi 
been done liO that hon. ~!t·lnbcrs could 
!lt.'C in dct-;lil the legislation thnt ha$ l.toee11 
•aJ!C'd, The ge.~crol erindplc, which I 
~d ... oc:ntc to-day, 1S to hx pncc-; at n C'~r­
lain ll•vcl at they were. say, ~1\ tho fi~1 
wtek in November. The pnc~ of all 
ood nd !iCIYicet bavc to rema10 nt tha t 

f.,~1~ 
3 
Then w~es :a.re s.tabili~ 't!bj~ 

to tht' condition that if tbttc L~ a nit' m 
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wu will be the sa.mr: u the- turible burdt'lt 
of 5 ptr «nt. oo £7.ooo.ooo.ooo aftn th"' 
~t war. l must 1;0n£(_~ that 1 \'~ with 
apprtherl!llon thii col~l piling up of 
debt. 1 agree that it is necessary under 
the orthodox financial system. Whether 
thnt i~tcm i3 ne<:,'!'$rj', ·.-:~···"' ..... i• ca.o 
coutinuc undt.:r th~ strain of dle war, iJ 
nnothrr ttuc~tion. After all. we nw 
p:tlblng ' ' \'Ot(' r•' ('rNiit f"f 
.(J ,OOU,OC'4',000. 

Wh:u i ~ credit ? C rc."'tlit is the ca)X\cit)' 
"I :111 in•'i\'idt~a.l , ''r a group of it.da· 
, ·i•hMlll, c.r :. n:uion to $Upply guods and 
••H\ 'i«t. and thM c:.pacity to .. upply i~ 
fi na nero bv th(' ue:a lion of ulOntta ry 
mr-an~. ThcrdOR. thi ... ~J .OOt•,f'IOO.OM 
b a dnrt, a.s it \\dl. an th n.uioml 
raJ».city 10 su~ly goo«k :owJ ..c'"f'\'kb for 
W"3t n"""· anct an dut COOR" th!tt rutiotal 
ntdit 'l\ ill ~ ca~Wet'tf'd into t~ mOMt3rv 
rr.nlb to prodll«' the- good!--by th~ 
''ariou~ methods of t-:txation, v.-:tr sa,.inp. 
and 611iog the gap by creattd money. 1t 
is a1mO!t a tragic pamdox that, dra..,.,;nst 
:1., we are on our n3tional credit, th~ 
nation should not t rcatc its own national 
( l't'<lit pmctic<llly without cost. ~nd ( feel 
thM is we go on s~·ndin~ thrsc valit nnd 
vC't V:t!tcr smns we shall have 110 to adapt 
our trrhniquv a~ to a\'Oid piling up thitt 
c·n10!l.~n l bnrdc:u of debt at comJl~mtiv<'1y 
hlr,h rnt~ ()( inttrc-st. 

I am not going to de<>~l with tlw nt tnnl 
1ec.hnique by which this £I.OOO.OOC'I.OOO 
.,., ill be con,•trted into purcl\asin:: powt'r 
fnr thf' (.O'!O't:nuncnt, f kOQW thf'n'" :lfl' 

~rnt difficultifs in rnodi£yi~ tbe . tt'Ch· 
nkauc-. btcaU!>C' thr rruchinny_ by .. hich 
the t~hnique is .. rorked consasts of ~he 
tbnk of England worki~ in ~uon 
v.·ilh the Trt'3 .. uty. My ugbt hon .. F~nd, 
\•ohtn Wf' A31c him about tht- Bank of Eng· 
lu\11.1, always inforns lb tb.:Lt h is f. priva~t 
comJ"Q-O)', and tutUS a.,_qd~ quesuons tn 
tha t way. but in a(tu:d fact we know th~t 
the: Chancellor of the Exchequer and the 
(~n..,unor of the 8 :1nk of England 1ue 
tr"allv in p.·utners.hip. though ~·e art ~e~er 
tttatc Ct'ttl'in wh1ch of them 1~ the sen1m 
l'-"fllu'r. Wo hope th3t he .w111 persuade 
the various nuthorities. the rreasury. thr 
(~O\'('f1IOf o{ th(' Jl,·m~ a~d othe,rs, IO 1'011· 

ldc•r willl I'H1 unpn!JHdtec<l mtnd a r~t·W 
~tC'hnittm• for r('(lucing th is app.1lhng 
burllrn oC df'bt interest. I n,;-a\rw f0 

twu· \c on the intc~ritv o f thOSof". w lO 
;lir~t the: B..•utk of EnJtland ROO the 
Trf'!'l4i,urV. a~'\: nll not on thr r.o\' f"IOO.r 

t1f tht- Ran\: of Engbml, bul he ts a 
uaru.tical adbermt of the o1d orthodox 
~ysttm Hr i~ tM st•·m undtvi:a.ting 
Calvin of the dogma of deRation, pu:· 
p;lrod to condemn the great maj(lrity ()( 
mankind to the hell of economic dtprti-­
,ion for the &ake of the small bodv of the 
••lect, thr rt.ntien and the moneylenders. 
I feel thllt wr. nHIJ I brenk down all thlW' 
itl e:~.s nf the past , as we are f:tcin~ to-d~y 
rondilion,_ which the rne:n who rr.:3.tcd thf' 
old finoncia l sys:tem of th.- last century 
rould not po15ibly imaglne and con1d nol 
po55ibly bte t4)-(lay. 3nd whic.h we can· 
not fact in the future if v;e adl'lf'te rigidly 
to nn outworn finant.ial !m'thod. 

\lr. 11<......_, Stewort (file. East): I 
1\at,•t not lonK in which to spnk. and I 
would '\Ummarisc my «as in 1,1,.0 or three 
Jlort gul'<lioM to th< fi«bt boo. and pl­
Iant Gentt«:man who is to replv to the 
Oeba te. t will p. y no more about tht 
,,~ for «<nomy. because that has been 
..utnc.icntly dealt with. Although, as hu 
h~n obo<rv«<. tht Chanc:dlor of the Ex­
che<lutr did r~t s.ay anything a.bout it in 
hiJ &pt'ech l think my ~ht hon. and 
gallant frhmd will appreeaate that th'· 
rounuy att.adu:5 ~rtat importance to thiJ 
question and rcaiLc;c how much the prt· 
Yt\lent waste iA undtrrnilli~ the \V;tr Sav· 
in,A:a movcnv:nt. If roy right hon. and 
~;rtll:utt l.'ricnd will deal with that 1 think 
ht will be i.'ltisfying a demand which is 
hc~nl lhroughout the country. So«<ndly , 
I thin\: he mulit deal with the problem nf 
v. as;es anc.l prioel. J do not agree with 
my hon. l+l'itnd tbc Member for Lowes.toh 
(Mr. Lohus) that any <m<: period should 
h< fix«<. aod prices aod wa&es dot<nnin«< 
at that point. There is ia. to-day's 
· • Timf'j • a.n intttt5ting kttt:r deahng 
.,.,ith larm ll't''Ults. It is •Tittm by a 
'\I"'' r whv points out tht disparity 

!Jt-h\"«n the ·~es ol farm savants tvtu 
to day and those of toad men and otht.r 
peoplt worJcjng in th.e same neighbour· 
hoods. Ho .. ys. rcltrring to farm 
worktrs: 

" Tbfrc !*lr men l.n thl. oci.gbboorbood wbr1 
tlntll now Nwe bttn wot\ina to the old _.s.. 
u.a• hnurn Tltey "'ould be ....orth anythil'llt 
they like to W U they tb11qM they cquMl 
lo\lltk out ol lt.nnll'lg, flrivln~ a lorry ()f olning 
fllt(ht,n1co1 work." 

1"hcrefore. on the q ur:!ltion of wag<."S. in 
ndditfon to preventing ll rise in OO$t5 we 
havn got ll!Omehow to readjust the ill 
t'3lance which is now 1ppe3ring. Thir~ly. 
l invit(! mv ri~bt bon. nnd ,;al1ant Frit-nd 

r. 
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to ia)' ~rnelhi~ about War SavjJ181 
C.•rtihc.,.tei. I thmk Ot~ whole country 
had r.uher look/xi forward to a &tatemcnt 
L,. ~;." Ci •• ~ivr oi the exchequer to me 
elfect thai tht limit of 500 C<'rlificat~ per 
ht>ld~·r WOilld IJ.u exleluk~d. The Cl.~u· 
cello~ did m~ntion lhe desirability or in· 
crc;uung savmgs on the part of wngct 
caruers tmd one way by which a great 
increase could be broufihl about would 
bo by <•xlending that limn. Thi~ m~y not 
bo the occil$ion for my right bon. and 
J;AII;uu F riend to deal with the fourth 
(Mlint \\ hkh 1 make. but he knoWll lhat 
t:uouhhO~oll the countrv tht're i~ the 
""''n.t;o~.-.,t ~~h1r objl\:liou, kbed upon 
tlH• ~tront:rst coast', to tfwo p~t s~t~m 
of lt'vying thC' E~CC':S$ Profit Tax, Some­
thing must be done about thai, and it 
"ould be intt."'"'tStinO to hor lhat tho 
rrc~sury are consideri~ the manu. My 
laJt point rdeh to tltt> ba.nh. My hon 
Frif-otl 1he ~icmber for fil\'trsham (Sir 
• \ llaitUnd) p:tid a. '""ell ~·cd tribute 
to thf' bank.:i :.tnd my hon. J:ricnd the 
)lt.mber for l.owestoft {Mr. l..ohus) hat 
jur•t f'pnktn of the great inc.rca!.C: in lht• 
Nation.nl Debt. TI1e Ch;mccllor of the· 
Exctvoquf>r must know that ifl the Cily 
to·day tltl'rc are many people. indudintt 
M>mc o f t1H• wisest he.'lds ifl the City, who 
believe thnt wt· oug ht to revert to the »}'II· 
trm o f a Sinkint: l"und. even in the middle 
of war and .-ven with th(' ~n·at incr~!JC in 
expenditure. 1!. is the view ?f !he w .. bbt 
pt'tl()~ ;n thl! Caty t~al a. Smkmg Func.l 
nught to be rn-t":Stabhshed. If trot wt'rt: 
done it would have a considerable P'j'• 
C'hnlogkal tffcd. a.nd would give ace~ n 
f~ling of confidence. I haxe prombfd 
not to speak Jon~. and 1 iovi~ my tiflht 
hon. a'l')l.l gallant Friend to dt'a.l wath the-
'~"'"' I h'\w made. 
. The Finand.al S«n;tar)' to the .T~r)' 
t<:=aptuln Q-oolt,ahnnk): I am not 111lc:ndm;c 
10 ,_Jlt:ilk 1on1:. :and if 1 wtre to aJbY-"'<'r :all 
the point3 put by th<' bon. Mcm~ for 
liA"t Fife t~lr . Jlendt.•tSOII S~ewart), t:aeh 
one of which would prov•d..: lldt:'9unh· 
m;.teri~t for .a long s~h. I a.m afraJd \Vc 
l'hould not f.:cl on vnth the othc:r buJ,mt.·~ 
011 whir.h he also wants to SJ"'.!Uk. I ~hould 
like to thank the hon. ~{cmbCI"$ ,who havu 
uokcn ror thc:ir n:ccptlon of tim. Vote ol 

~h.>tlit. ami more p:u tic~darly for the 
antic:ipatory welcome. wb1eh theY,. have 
•ivcn 10 the new ceruhcatcs to wh'th my 
~i •ht hon. Frieod the Chanc;t!Uor made 
~~c~nce. 1 have not n1uch to add to 

•87<1 
what he has :alrtady aaKI. but I tdll com .. 
rnent on one or two of the remarks • ·bKJJ 
hav(! bew made in the Debate. When 
these Vote of Credit pal_)ers come along 
I ai'A a)'i fce.l a patem:.ll mtcrcst in them, 
botauJC they arc O\'Cr my sig:Mturt. That 
pu:c~o~ N rnl!igr.~phy tS now auacln.'\.1 to 
VotCi or Credit lor [7.8oo.ooo,ooo whk u 
have ht.'~u pn•a<:t11cd in rny name in thb 
llouiC'. I thiuk thr'lt the nght hon. Mem· 
bcr fo• Ea:.t Edinburgh (~Jr. Pcthick· 
t.awrenc(•) rml.ill h.ave bt·cn exlrcn1cly 
pl<"asetl that the hon. Member Cor Abt'r 
avon (~Jr. Co"•e) a.hould b.:L,·c interruph .. '(l 
him, because it cn:abl«< him to gtve us a 
nWX»t interndng analysii: of what he con 
·idth the Wly in "A'h.icb s:a."·ing:;. a re comin,: 
in. On reRKtiou, I am not ~~ aU sun: 
that moo-t ol us would agree wi•h wbat be 
~id. but it "L- "' "''f'ry brilliant. and I 
think, it m,-.. .. , hal."C betn i..'11promptu, 
dHCriptic'w1 of ,.,-hJ.t is going oo. 

l'crh3p:.. a tittk more emphaiii might 
be put, 1n the i.Win.gs ut.lk that goes on . 
upGu the oon-sptndi11g aspeet of it, be­
CJU.e that i~ funda.m~ntally the most im· 
pontnt. I hope dutt hon. Cemlemen who 
3ro helpi1~g the various campaigns will 
m.-.kc a ~~op('Ci1tl point of that aspect in their 
bJ)Ct.'Ch~. and will t•Y. to encourage people 
10 ref nun (rom spendnlg the money whtch 
II! in thtir pockc~. It may truly be .said 
that the very lich find it d illknlt to do 
much dhcc:t :a.av iug in tlJcse da}fi, and that 
!KIIIle ar.: lvrtuuate if they can nlect their 
tax obligatjol\i without having to liquidate 
~omy or thdr apital. The boo. Gentleman 
l'II.ISG~li..J that the (amp:Lign as a who!~ 
\'\OUid be he:lpul Ycry mu.c.b lf lht" lumtil· 
uon of soo on boklir gs ot National 
~\'lop t.c:rtific.atb v.'t:re remcn·cd. My 
OJ,;.hl bon. Friend answered a QI.M!:illon 
un d.at pomt in the 110tbe rco:nUy and 
~tul Utal he lud no C\-idenc:e of any 
real no..f»ity for such a step. Such 
o~nalyl!Ci ~i can be made 01 Lhe nguro 
.J\ow that tl•e number Ol people who 
~tu:tlly hold soo certd)caiC$ is not very 
,.:rc·a~. War ::,avmgs Ccrtitictttes are in· 
h:nd<..'<l l;~rgcly for the .rn.an saver among 
th~· poorer soclions (I( the community, 
.tllhous;h it i.s l tUI-1 that the Surt"x p01ycr 
111n t.tk(! oul 500. or double that number, 
(•f tht.·~ ccrrtltlcatcs, which lmppcn to 00 
t·St.'l't.'<lingly profitable (rom the point 
of view o[ intere51, COI'l1pared with 
other :,ccuritici which ore ava.il:~.blc. 
l lowever, tho primary object o( . the 
certificatei is to encourage small savmgs. 
a~WI tht·rt i-.. n., tvidence ru. ytt of 

' 
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appred:lble hokling• of cw~r 500 certi· 
11<1\tes bl, individual_.s, There ii!> no 

cl\rrit.'<l out. It i~ n( vital importance to 
•n>lltl'l .. ,.,.,, th111 th~· Vt'l!<l "11m~ o f mont!V 
:trc> wkoly t pt:nt. and :~ :~ ;: .... .: .. ~.J C: 
nil or ~~ ~ to ensure thnt tht' maximum 
economy is achieved, but we are always 
fo rtified In thAt r-egard by .the reports of 
the- Stlt'CI ("ommith.>e o f thi!t House. 
which rnnlcC't\ 1uc.h valunblt directions to 
th:n end Mv hon. Frtcnd over'ookrrl 
cht (nl"t lh:u it i"' 1\l!'f':tdv che function of 
:. tipfdal financiAl officer in the Depart· 
mmb en rnmifM' ""lmt my bon. Fritn~ 
has in mind. Tbt- bu!irk"M of ~ 
officct<C it. co <'ril~ proposab for ne-.v 
~.xprnditu~ and to watch expenditttn' 
mad< on b<half of lbe h<ack of th< 
OoponmmiJ. My hon. Frimd can r<>t 
a:»uml that we ~U try our- wry brtst 
to ~ that t.xpcnciiturr ~ kepc nndfor 
constant rtvitw 

r<'~'~"~n w 'Y "vr~· mtmlJCI of a C:tmih• 
In the 5eetion or the community for whi<:h 
'ht>;~t• •·c•rt!~rnt e"~t arc intt'nded s.hould not 
h~v<' c-crl!ht','th·~. Alld the (lY('rng(' ({tmily 
lntS:Iit l10itl (lllil(' :1 lt\1 or lht"nl in that 
w.ty. 

TI'C· ,hrm. Mr ml.>er for t-:as.t Birl..,·nhe:ul 
f'lr. (,, WhitC')-ht~ i~;. nC't IM>re :.• the 
motnMH-refr:rTtd to tht· national u~ 
pt·ndituw. I woultl r~ni·u1 him, in caS<· 
hf' ft•.tcl• \\hal I S3\', th:u the C1\a.Dct-Uor 
c,f the• f:'(chrquff' did not .. J)ttif"C'alh• s;.w 
in 'ti .. o.fliMYh tl1at rxp:nrlitnr(' bri~ uP 
h\• £%()'l,ntw'J,OOO 0\'t'f hi$ f\:udJ;et tsli· 

0'\.'1(' nf'«"-..• .. uily m~nt tNI tbt ,::a('l 
•n·1kl « incrt"3!1td by that amcunt. )(}· 
ri..;ht hm1. fri('nd ~:•n·e as his reason the­
btl 1h,t the !il"" of thr (t:"P dq">tn~ not 
onlv II('I'On t'xpcnditure h•H :a!<;(t npnn 
ft\'C'nttl' IU'td oth«!:r factors. No douht 
(,tlrd Kindttf'!.l~v and th,~ or~nni"-11inn 
whlrh hC" ttirt'<'l"' will to l>C" nOt~ or thC' 
'riticflli~HI 111:\dC' b\' lhl" hnn, 1\!rmhcr 
:lhfllll w.,r ~rwill~ZJI< ru')o;tcr~. but as th•· 
hon. (;,•nl'c•lll:Ht l) im~·lf h~~ noticed th<' 
pch,tc•r<t uf whirh hr complained. it if; 
f'\'i'l•·ut th!'t th('l .. c• fW'l"lf'r.., h~vc h:td som(' 
dffft . H J)Oiolf'f'l nn• oolic<'d. I imn.gin<' 
th~l thl·\' hw•• 1lrrnch• .arhie .. ·rd C'lnf' 
• hjrort for whit'11 th<'v arc: put up. 

TM> lmn \frmlrr o:.a.id someihin~ . 
\\;,ich '' '' ro•ct<~lt-ft'llll\'thP bon. ~lt"Mhl"r 
for F:u....-l'h:t•11 (C\ir A. )b.itland), about 
•h."t w~• ~n•n~ on in Gt'rmanv in rreanl 
11"1 rnttht'w:~ nf • .. :win~. I ~v instiiV1i,·f"h• 
that J woncln w1~1Mr \\Jut Ollie t:d~ t)OI 
f•f t;HT'II"W ttWJaV ia llf'IV djR'Ction h."\ ... 
anv l't'btion to the facl!:. Prolubly f:'\'tn 
in tht• fitld ol ,.;avir~~ thai b u-ue. After 
all, thC' f(reaten 5windlc t:'\"tr ptrpetrnttd 
on n nJtion woll!l a r,chcme ol ~ving. 
inn·nll'll hy the f.crma.~the buying b) 
lu ... t.dmuH$ of the people's car . 11 m:;~.y 
~~~· th.lt lh~rt• ;an' other snags of tltat 
... i111l ,lhOut ~he lilt~ whic:.h a re now goi,n~: 
1111 , :~ucl l \hink 1 ,.hould treat them w1th 
'oCJillel I I'S\11 \'C, 

My hon. Fdf'nd thr ~1emhcr r('lr 
F'nv..rl'lll\111 11lM' !t..'\id th:ll my ri;tht hon. 
Fritnd .;hnuld ~ '\lt'ry c3rf'ful to !'C.'e chat 
f)!•po~rttnent.l l control was instituted 0\~r 
t'\)ll•l\tlitnrc wilhin the [)(<partnw!'ts. He 
,111~ro.ttd, ai I und('n.i.ood . 1t, tht 
apJWnunrt~t in,tdt: the Ocpartmcnts of 
..onli .. 'C>tl... noM bt:ing thr penn:mtnt Mad 
t•( th4- Otp;u1tMnt, to con!rol such. rJC• 

prndhure and to ~ th.'lt rt \Q.S ... .._~y 

Another thin~ he S.'lkl was io relation to 
wh,t my l-is.tht hon. Friend S3id about 
l i\X 4:olkction. My hon. Friend thought 
that dnubt~ wtre being cxprt!Sed by my 
rit;:.ht hnn Friend ru1 to the prncticnbility 
('! ( coltC'I"tln~ ti'IXl!A o.t tht• pr..~nt high rntc. 
hut I lnt!lill repurlil\h' that inkrprct:ttion. 
Thf'«' nrc no doubtJI of the prncticahility 
of N'lll<'etinr;: tt'I:<M. Wh:.t my right hon. 
Friend haJ In mind j., tu dc,·ist some 
wtty of mokin,g it more N)nvrnicnt for the 
f;"'xr< to bt pRid. The! prudent m.;tn ts 
:rouppoo.«l to ~ he who pub aside wtek 
by wt-ck and month bv rnonth during the 
rnr tome-thing t0\\'"01t~ds wmt two kOO'A'S 
ht "ill have IOJ»)' noct year or. in the 
n~ of 1M Sur1ax pa)Jtr. t~ year alter-; 
but wch pM10Milre all too few. t'suatly 
l:l"p.'\)'th a~ tomcwh:at_ hard pressed 
when the demands come m and they sn: 
t~:tctly \\t\3.1 they han. to p;l}'· My 
righ~ hM. FrkrKI has co~ to 1M- con·· 
elu .. ion tha t some inducement in the v.-ay 
of il certifieatt: whkh ~ould be bought. 
ond which would h~ve :t certain a.pp.ucnt 
vnlnr l.;ttf"r on, might be helpful to tax4 

J)+')tet'l • 

Mr. f't."'hlth·k·l.•"""!'h'C: May I ask the 
right hon. ttnd gllllfmt Gl'nlknmn whether 
we llh' to luwo the partkulnr!> of the 
...chcmc bt:forc the llnusc riSCi ror the 
Hu~~. or brf(ut the enLI c;( the year ? 

C.tt111uJn Croolc:.h11nk: J de; not think 
they will be fonhcoming bclon• the end 
or the )"t'ar. On the othc:r ~tttrs ra.bod. 
my hon. Frit nd the Member for l..<n\"t51oft 
(llr. l..ofu.a..) u usual told tot~ that we wt"t'e 
100 or1hodcn. but on tht whole- we ha\'t• 
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LYv•a•n C~nt..j 
!'01 done too badly out of our orthodoxy 
IU. our .wu fina.oce 10 rar. We have 
t1t..~.:U lunc ".at ~urns. we have toUeeted 
large lums iu ta.xaHon, and l am afra id 
th.e faC't ~mai~ that, from the very 
ghb way m :::!11ch w .. .. : .. •• .;;.~· ~cd 10 
t;lk o l milhons. lens ol millions IUitl 
hum.ln:dli of millions-and in these Vol(!~ 
th~Ujllnd• of rniUJon~very few people it; 
th lll country realise how big these !iUIIta 

tu o. } :un. alwayz. trying to flnd som(t 
way m wh~cl.' I W J . put it to people. 
One v~ry vwtd form 15 this: Lr we ca:.t 
our maud~ ~ck over the Great War. the 
Napolcon)C wtts. Marlborough's wan;, tM 
Ela.r.alk1han wus. tbe Wars of We t<Chb 
the Crusades. if in fact we lake a r~ 
of mJlltal)• history back to tbe Cooqubt 
•nd b.)'Ond to Julius C...S.r, U.. Punic 
w1.~ and lhe Pt:~n Wolf$. ...,-e havt 
covertcl t~ whole field or reoorded Euro· 
pt;ln w.1rtuc. and cYc:n then "At have to 
i kip b.'\ck to the r.::pukd <b:te of Kin~: 
Solomon, ~mewhue about 700 B.C., Lc 
fore reaching a stage in human hi'itOr) 
from which we c:an count t.ooo.ooo day~ 
up to the prescut. If you like to inugint:: 
thnt King Solomon were s till :..livC', oncl 
that ev<:IJ d~y of bj~ life he had spent 
£r providing sweets (or some of his Jadie$ 
ht' $I ill would not have sptlit £r ,ooo.ooo: 
cvc:n though he had spent a pound a. day 
from the time of his birth. Tilat i.i tlu· 
tneotnh\8 of £r ,ooo,ooo. Here we arc 
talking about £ r .ooo.ooo.ooo. and il b 
thl' fou rth lime this year that we ml\1'(' 

Wed for that sum. So we rta.lly am 
dealing with a financ:bl prob lem o f the 
grtattlt magnitude. Witl1 the present 
dC':InC':lnOur of tbr peopk:, the way in 
which lhey an: paying u,.,;, tue;; •nd 
the tntht.,i.um they ha\'e s'~own in n-­
f~ini~ from spending tbtit higbtr in~ 
tOm"'-3> owJ ar.: mn:::.tiug U..m in one form 
or another of Go"·ernmcnt security, '": 
l~oavc e\·cry hope that in the future we 
~thall turmount our difficulties as we have 
lJeton able to up to now, and do the best 
we cJ.n on tho financial front towards 
"inniug tht war. 

Qlll ... tillll , 
'l' h,lt 11 :O.~II 'illclht'tllary :>UIIl, 1\0t CIKOC'!,.'<IllliiJ 

(. l , tJiiO,tiiA,,UI.n. Ill\: gr'.'lnted w l bfl Mai<'IIH'• to• 
.,..Mtlol •lrfr.tylllg t he ••JtfJ\' Il!ll'1 whkh 11m)' f~e~ 
lm; uu'\••1 d 111irig the \'f!M undir~g on t hl"' Jlllt 
dhy ttt \IJt rt-h. ' 'J44-, 111r gcot:~ernl Navy, Ar"'f 
tn•l ,\ lr ""'TVict"( 1ut~J 1....- tlw M]JhSt'Y n f S\I IJJ~Iy 
fn ~• f,1r a1 q)l't:i(..: prm·b.ion i~ onl m.tdr 
thncofur by I'AI'hlll nwo__nt . fM ~~t<unnt till- t•llhlk 
..,,fr-1)' th•• tlf'....,. C' of thl: "'"''"'· tiM! m.-mtton 

WAYS AND ~lEAKS. 

C'on .. idt·rr.-1 m Committee. 
[CobM<:I Cuno~ Rao"·s 

fh.tir.] 
R«CCI•<d. 

in the 

llOUC,\ T !ON (SCOTI.ANO) 8 1!.1 •. 
Ord~r tor Second Reading read. 

The &ereuu·y of Stote for Scotland 
(Mr. ~· John.,.ton): I beg to move." That 
th~ Bdl be now r~ad a Secood ti.me. • · 

Thtrt Rrc few immedia te and practical 
1\ltJ'-Utt'oi in public health whkh I eoold 
commrnd to the HouJe "'ith better heart 
•nd sn-att r enth~ than this little 
}INJCU'e which b now before the: House. 
I hA\'C lon~ bun intco:rbted in the issne of 
-,('ho.;l rttttir,. for children. a nd my ftrsl 
ri"C'f·li«Uble tonft."tC1ltt! on the subject 
wa., nt our tchoal board many years ~o. 
I c.\n recoliKI the efforts madt- by tht­
~rtJ.t Con§C:rvative Mini5ter for Educa­
tion. Slr j ohn R~. and my friend Mr. 
~lartiu l l ~dduw, of Glasgow, in cu· 
d\·,tvoufing to M OU&e public opinion :'li to 
tlw w~lu u11cJ Colly of attempting to teach 
rhildutn who, while they were sitting on 
th<' scl10ol btnc;h~. woro undcr.tlourisbt.-d • 
I hen in I I)JO I and M>me others obtained 

t1 .:mm from the Empire Matktting Boord 
fll [,.ooo. ltnd we roceh·ed also [;:t.ooo 
from the Minm· Distress Fund in Scot· 
I m 11 Wt addt.,.l ~~ tYtO su ms tog~ther 

. . 
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lUSINu c rnn·: 
OF W.Ho ES 

Thil W~t!k ;;lv lluuJ<.e u( CHmmt;n,. 
ha~~~: Jl6tened t<• two cont •·dlctM~' 
expo$itions.. T he Chant-l'IIOr of thC 
Ex('hequer uuea·ed one mo•·c w11rnlnrc 
of inftation aa n dMn#t l' whl.:h, ft 
Allowed to de\•tlop, might thl'tllh+n the 
' 'try bn~is or the matt-riAl wtlftn> nt 
a ll of U!. He wa.a. a djurtd by o1her 
memberil to keep dt>'' n the (OI't or 
lh·ing a nd to J)rC'\'tnt inftatlonnr)' ten· 
dencie.s from tau!ling It to tuh•nct. 
On tM Collowing day, thtrt ••· ~1df'o 
!pre~ ~upport for a dtmud thlt 
more g enerou& allowantt• Jlhould be 
made to tbe df'pe:ndaat.s of mtn In the 
S.n·ict:s. Thert ran bt no q~o~a.rrtl 
";th a de!!:ire to let that In tht"f t'l~l 
finaneial hanbbip Mall be ellmlnatflf. 
but the quution auumu a bro.cler 
importance on aC'C'ount of the frt· 
quenc\' with whieh the demand "•" 
J~uppoi-ted b~· reference to the diJi· 
IW*I'it\' betw~n pay in tht SC"r\'ktll and 
\\'Ill~ to those OUI8idt. Up fO a 
point. thel'dOrt", the propo)!al11 (()r 
bttter t l'tatment for men In the Sfr· 
\' icrs and theh· famlllu are the 
outcome o f a fAr wh.ltl' mO\'fl'nt"nt 
which all the t ime Ill tetulln~ to rnl~oC 
prices :.galn~t the Co\'ernn~nt Rnd 
the countr,•. 

In Jul)• Ia li i. a l\flnfAtr)' of l.abour 
cc-n~us ahowee t hat WiiSt'U of ,.om~ 
6.000.000 worken had bHn ral•td b)· 
about 42 pu ecru. 1in~ <ktober. 193S. 
In the Ja"t few wtt:k•. the urltultunl 
mh1imum hu bH.a ad\'lnced th a ptr 
wMk shipbuildn~ and eo•ln~rJ hl\'f 
been ·~h'"fft an txtra h ptr ~"Hk. fo· 
\"'Mng so·me !26.000.000 J)fr annum. 
a.nd a rail•·•'' daim for mou pay tla" 
still to go tbrou~h the l\~al tta•e• of 
the nC""tiatin~ m.lthfntr}' bttore U• 
f ate i.! ~uled. Sutu"--e• In ~uth 
u.r.e~t $p~ad conlallion. and "hattHr 
~lid ground• in thtlr fa\ our MU)' bt 
a dduced the rtl!ul t h a hta\ l~r blU tn 
be mtt. This m•y mtan laJ1(er •un,• 
u subsidlet to ketp do\f'ft the C"'II t of 
ll\•ing. or higher prictll to be fl'lld for 
m unl,ione. and for th.- ~oncl11 ,.1111 
a\·ail:.ble to the publk u11enn1 1'0ited "~ 
to J>rie<'. If 1ndu.-l ry belli'!!. the hhrher 
charJCf-4 in tht' 81'!1.1 plac~. h will b~ 
ult imateh · :u the t xpen_.. of a AmiiiiH 
E .P.T. cOntribution to th~ rt\'tnu(!. 

So (ar th~ Go\~rnmtnt haJI tailed 
•() face the j~JIUl" tQU:IrtlY (althUU)lh Jt i.s a~tain under con,.fderatlnn) and lnr 
T r adt:ll l.'nion Coa.lrr't!<~S ha• , ·itwtll h 
only f rom the Hetlonal Ptandpolnt. 
The pronounrtmeiH of the Ja,Ufr 
u ainl't the Whitf Paper of' b•t J ul) 
lf'tt • smAll loopholt r,~r aC"f\lmn'!' 'Ida· 
ti~. !t . , trvf. Ptrh.tp• then.,.. q,u 

dt!ltl(nf'CI 10 J«ure, after the wu ·, '""' 
l'f'l toration or prt~war trade prac t lrf'JI 
~ed llO broadJy .u to C'O\'tr aU 
n·orken' and trade union rlrh~)' 
facilitate a rapprocb~ment. Whethl!'r 
that is brought about or not. •ud'l 
meaauaoe!l as u u ten!tion or ra t ion Ina 
11nd price control, together whh 1k 11 

11te rner act ion again!lt operators In 
I " blndr market~ " now belnJt inltl lllf• ' 
\\'Ould be of value In -o ftr 1.11 tmt) 
wnuld tend to bring about addltlt~r .. , 
Javinsr. StllfeninJr: of e-xi.!ltin$C form .. 
of laxation would be le:~,o~ ttrtcthe. bt· 
cause it wou!d react Jea~t lt!\'tr~!-11 
upon thOk beoeti.tin~r from incrtutd 
Incomes. T here un be nl:' que:o~.tlon 
now M rttncinJ" the trround al,.ady 
rO\~rM by n .n adJustmen~. but 1bc 
Co\·emmtnt J_Cd Parha1Mfl1 ilJI01.old • 

:.r. 
ro..-.. rd with cktrrmin.at iu·~·· 
re that wa,tt> M•ltilnr (with t 

ard to rul hardsbip:tl "«"hkh ' t 
hoped.. in July. would ~mpa.n)' th 
'PC"'f ing of the cost of lh"inl{. 

' 
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WAGES ADRIFT 
Front to-da)' two million workers in the: engineering anU £hip· 

building induatrieJ will be drawing an extra ftve lhlllin.gi a week, 
rtprcsentlng an addition of .£26,000,000 a yeer to •he national w.un:5 btl!. 
u ; .. 1

"'11rt tha~ the men had asked for any thing up to four tirnea as much. 
J·:ven so. this d eeision of the National Arbitration Trlbunttl ,. II ro .. rihte 
reminder to tho Oovontment that prices subsid•Jialion 11 not the same. 
thing as a wsges policy and cannot be made to &erve as a gubstllute for 
on~. It cl\n now be taken 4!1 proven lhaL the policy or tub1udl1ing lh(' 
cost-of-living inilex. in the hope of •• crealing the condillolls which 
would mako possible a stabilisation of wage ratet." has completely 
failed to justify the great hopes that were platod In lt. No doubt lhe 
rising trtnd of wagt8 would have been still stetPtt had the upward 
niO\'tmenl in pricu been allowed to conhnue. Dul lht subsidLHUon 
has certainly failed to flatten out the trend to any aumdent utent. Ai 
early as July, the GO\'tmment ilself wu tacitly admlUmg thiJ by the 
pubhcalion of the plaintive. White PapeT, with Ht deprecatory rtnundtr 
to wa,e-f\xan,g bodies that the "'hole policy of st&b•htalion, u well as 
the object of the wage increases themselves, would be ' 'atialed by an &II· 
round advance In rate. The stabilisation attempt was doomed as soon 
as the T.U.C. refu!W to recognise rising wagrs at a prime cause of 
inflalion and Ratl~ rejected the White l>aper arguments. The incrtase 
now granted Lo the eng·ineering trades merely eonftrms that In face of 
this altitude the wft.ges-stop ldea has never had any J)raeliea1 rrallty. tn 
other words, we aro as much w ilhout a w~gcs policy u we ha\'e a lway! 
been 11nd it is high time to look round for one. 

In prcYious cases, such u tho recent lncl'ca~u to ftgrlcu1Lural 
workers and to women in engi.neering. lhcro hog .-twn,\:~ bern some 
special consideration to jusliry a concession. ll woulll be thfficult to .fl"d 
nny special factor in the latest case, and il is for th is rcoaon lhnt lt 11 so 
certain to produce a fresh crcp of applications whiC-h It will be equally 
daffieult to ~ruse. u certainly cannot be justined on the grounds of a 
r.aing cost or laving. though thi! was one or the reasons ga\·en for the 
demand& In reality the cost or Jh·ing has been stabiltsed for a yeur past. 
For food ~lone the index in October wu some points lower on the year.al 
107 1 a.gain&l t 1 t 6 Th~ general index stood at 122.0, a rt•e of ~nl) e! 
>OI~t~ tn tweh·e .;.,~uu. ~or ean il be argued that warn han ag-1 
~hind the eo5l or Jh·ing and ba\·e !lill some leeway to make up: kThe 
~1inistry of Labour in\'e!li.gation, (0\"fring ~me 0,000,~ ~~r "~:,.: 
•howtd that by July this yeor there had •::~;t::e:"ri:' ~ ~~ ~ per 
time rise in earning&. or 43 per ~nt . . 00.~!'ring group IWU the rise was 
cent. In the cool of hvlng. 1". . e ~":C:1 0 

c .. e of a •peclally drp,..t.ed 
RS ntueh aa 48.7 pe~ c~nt. ThiS as atme~t in order to mitigate hardshi(ls 
Industry rightly clatm&n,g 1som~;~~U:ther industric! for work of a similar 
or bring wagfiS up to 1e~''\~ pAl :nce.ring gr0\11) !lil.unds ea&il)' nrst n.mOI1g 
ttrade. On the eontror~: . o eng, wa e nt .I uly las\ or l .V I t !f, 5£1 .. 
tho n1ajor ln...naslrles '\'llh an n\~~go Ou\g tht'! mol!\ al.gniflcanl ~u.~on 
ngainst ftn rt.vera,ge or .£4. ~~h ( ·1 . 11 

thnL payment of lncome.tax 
given for the den~o.nd '!as . e 1~ ~ rectifted by nn lalcr<!Mf in wng«'t. 
was causing hsrdshaps ~·h&ch s.~ouri hts and wrongs or thil contenbon, 
Jt is not H!'CtUArY to discuss th et t:e demand~ rangrd up to .£1 a wtek, 
ti!Ough H may~ J){)anted ~~t I t!·o children ttiH J)4YI lt•s thRn ~10 ,tax 
whettu a mnrrle4 mlln '' tlh m rtant point is the qutlhOn of prtncap!e 
on an incomr cf .t:n>. The l po · d t upen a carefully gndual<d 
ln'·ot\-~... Onct rarliaanen\ hu dtc!l (.'(1 n mtoterablf JKlflhOn u th~ 

nJ, ld ctN.rh c~a e a d ·td Inc~•~ an tu:ahon. tt wou r ted and lht r,ulhng rtnnut tpn" ~ 
whole inttnh(ln Wt·l't' to be ~le ~EM 10 pa\· the lox. tn m~t C3.s;; ~h~ 
of 1ll nlue b~ on mtrta..Cif m "' an(Omf'·iu: al lhf' t'(M'n-,t> O! ·. · · 
wouhJ lX" mttf'l~- an add•hon t.o ~!oe'(l ()n tu the C'On,.umPr It " O\t1d 
rt"Hnur. U th,. ""'t •n \\'A!!":t"'~:~t~ .. !~~e-... In an\ ca&t. thP ont~· oblf'<'! 
nf'Ct•llitlntt '"' tntri'Ac.f an fc_" ~ • r"t.atP purcha..~u\~ 1"'\\ 4·r m Molfr t 
of raiMnp- IA\l'"' 1 .~ to rurtaal a F · 

res.tn.in pnce!. If r&llf\1 taxts, as wtll u ri,sing prief'S, are to tel up • 
wages spiral, the probltm of war flnanM btcomH jn!iOiuble. 

To point out ~tl ~aln tht fuhhl)' or an all·r"'-'nd ad\•ance in wa,g:ts 
from the economae point of \ itw is probably mere wute of breath. II is 
easy to &how th&t the working dasA AI a who16 mull aeeept a curllihnent 
or consumption in tLOme form or other, th11t any temporary advantage to 
(onP ~-ttl:"'n lc. mAinly at the t'xpense of lh~ re •~te~wing workere, that & 

general riM! in wagas will rl"ndcr C\'0-D harder the uphill ftght whieh our 
uport industrh•!l ll\1 1 ~ 1 in 1111V \U~ i..o~o after the war. The troublo is. 
as evea·ybody knowa, lhut this f!Utl!olion of wages policr is prinlurily ono 
or politics, not ~n0111i~. 'l'ht! whole i!lsue il! cloutled by memoritM of 
past grievances nnd the d~aire to joekfy for futur(! pos.ilion. 1t is rutile 
to complain of the atUtudf nf the l'nulll:~. lly definition, their whole 
function is to p~s the chtim• or A particuto.r group of worktre; a IJody 
ro constituted ('Ill hudl~ he u~ted \'Oluntartl~· to rtl'10U11U any 
bargaininR powtor at f)Otll!("C~~. Jt •~ the f"'._'iponsibilit~ of the Go\·•rruntnl 
to reconc•l~ ~hontl anttmtc. If •.F~mtont walb l.3bour as rtallv 
impossible, thCin the Uo\·eruanrntmuct ult•rn.ateh· face Ul' to the quHhOti 
how far the comn•unat~· 1J to ~ held to ransom f~r lhe ~ke of llldU!It•al. 
peace. But t\'tn at that ~otl_,f hopt of an ~ret1ntnl should not bf" 
abandoned for the T.U.C. ha1 expru..~ •ts readmeM to atttpL 
"\\'idespread rationing. t-'ron1 thtir polnl or view, this iJ probably 1 
nete-sYf)' guarantte \hal no dan ~·u gelling mo-re ~han il.s d.ue ahare 
of the limited $Upply of consumphon goods. U pomt-rataonmg wt~ 
e:de.ndtd O\'tr·a aumciently wide neld this would not only .PI\'e the ;w&)' 
for an &.gl'eement but also makfi il ~ate to pay out additional wagts 
wh('~ these wouid heir> to Increase war output. Under the prt:senl 
position, C\'try ftddilion to the wages bill justifted b)' nothing ft.A ''e 
su)>erior bargaining llOWfr muAt hlcre1u1e the 1'Cluetaoee of lhe Treasury 
to p3v out additional mon~y where It would really do good. It is thl!, 
rathei- thau jnftntion 1~1 tha nbAti'&Ct, which ia the true oosl of the failure 
to produce a real wages poli<'Y ftfl~r mol'e than two years of wttr. 
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ac:n"CNCK NO•-----

BRITISH A IR COMMISSION 
17118 MASSACHUSIE'IT'e AVIlNUil 

W ASHINGTON. D. C. 

Uth t..>G coopU..nt> o. Hr1t 1 Jh lir Co::>.::rl.3sion, 
who enclose St..to..oont flo . lo cove.·if\. Aircraft 
l.lGspatche• for thu ~o.lt """"" Januo.ry lJ, 1942 

The Hon. Horu7 do!"'~antn..u, Jr. 
Se.;:-et.-r.l 01" t .w "!"r~.,_,;,;LI:y 

t .... ~Mn .... -.on , D. c. 

J anuory 20, l'f42 

310 
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IJJC:!!UT llaPA!CIIID 1'1111 Til lllllDD SUDS 
"PTE 1W - l@IAIII 11. 1M2 

l'II!II!IIIAriOII 

Cl!SSNA 
'1' ~0 

CONSOIID.lT!':D 
catalina 

NORTH .llimiCAB 
Banar4 II OaJIIa 
lluat&J>& u. 1. 

TO T.lL 

British .l1r eo..iaiJion 
JanU&rT 19, 1942 

Port Su4aJI 

CUiada 

u. '· 

45 

61 

19 

2 

23 
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TREASURY DEPARTMENT 

Mr. D1otrl ch 

Ott1c1•1 aa1eo of Br1t1oh-ovned dol1•r oecur1t1eo under the Tooting order 
tfftct1vo r ebrunrr 19, 1940: 

" Proceeds of 
Sh&r .. Sold 

$ Proceed• ot 
Bondo Sold 

Jon. 12 
l} 
14 
15 
16 
17 

3ale t from 

!111 
1111 
!111 

1 , } 10 
!111 
1111 

1 ,}10 

1:11 
!111 
!111 
!Ill 
1111 
1111 

1111 

?eb. 22 , 1940 t o 
Jan. 10, 19112 281 .856.920 }7.4 }7.648 

Salet from 
~eb. 22 , 1940 to 
Jan . 17, 1942 281,858 , 2~0 }7.437. &48 

3 ~roceeda of non·veated aecur1t1ea eold 
Jan. 5, 1942 - Jr~uarr 10, 1942 

~ orocetdt o! non-•ested t eeur1t1ea s old 
S.pt. 1, 19}9 - Ju. } , 1942 

~ ?roeee4a of non-vested aecur1l1ea aold 
S.~t . 1, l9}c - Jan. 1,, 1942 

Tot&l 

!111 
1111 
1111 

1, }10 
!ill 
1!11 

1, }10 

}OO, OilO 

241,000 . )()() 

241 , JO" · " :lO 

GP.AllD \'O!AL 

Jan . 7, 194?. - Cub Dividend oc 156 S~.ANII 
Jan. 9 , 1942 - Partial L1ou1dat1ng D1Tldend 

9 Unlto oold fro~ Aug. 18, 1941 -Jan, 17, 1942 for 
11 Sh&r•• Stock D\ Tidond sold Aug. 18, 1941- J an. 17 , 1942 for 

56 ,007 Rlgbto ao ld f ro m July ~4 . 1941 - Jan . 17, 1942 for 

' 61 
125 

42 
12} 

102,9}8 
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111os Cbaunaoy 

TREASURY DEPARTMENT 343 

INTW1t.OI"P1Ce COMMUNICATION 

TO 
Secretary Morconth&u 

mor-.1 ~r. D1etr1eb C.O NF IDENTIAl 

Otf1c1&l t &loo ot Br1t1oh-"·~-- ~~ll&r oeeur1t1oo under the Yootin& order 
efteeti•e Ftbru&ry 19, 1940: 

llo. ot Shares - ·ceedo ot llo11in&l V&luo $ Proeeeda ot • 
Sold .,~:~· Sold ot :Bondo Sold !ondo Sold 

Jan. 12 1111 !111 1111 1111 

~' 
1111 1111 1111 !Ill 

1111 JIU Jill llll 

15 l2 1,}10 !Ill 1111 

16 !Ill !111 1111 Jill 

17 !111 llll ll11 !Ill 

l2 1,310 1111 1111 

Saleo from 
l!'eb. 22, l~ to 

45 ,610,016 37.437.648 Jan. J , 19 2 9,847.583- 3/18 281 ,85b,920 

SalOl ! rom 
l1'eb. 22, 1940 to 

281 ,856,230 4j. 6lO,Ol 6 37.437 .648 
Jan. 17, 1942 91 glj 7:525-}/18 

-
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l'roal llulloo .Uroo 

Datl41 • ._., 3), 1~ 

lloc ' ll J.........., 21, 1942 

loMnol louno ,_.. of ... Torlt, 

In Tori<. 

flS 

Ia ora. w boroaio our p1cl. rooonu pl••• buT 

tor ov MOftllt pl4 bare tor \he oqv.iYe.l..,t of 11, S, 

$!), 000,000 looop1ac tho pl4 bare ~keel. tor ov 

• 

(llooolYicl. b'T tolopboM fi'OII hcl.oreJ. ll .. orYI llanl<, !lew Torlt, 
12145 p, a ,, l-2&-42) 

.. 

j 
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J'ROM I 

DATil I 

345 

tln1U4 11\awa JUcll COllllll1&aionn ("·-"·) . . ... ..... . 
Phillp plJMi :iii~ ' .......__ ...... • -......... 

l &nWU:T 20, 19Jo2, 9 a , m, 

NO, I 24 

. !hia t&la£%'&lll oont &illll e. maoa~o tor tho SoorotUT 

ot t ho Trouury, 

~•1••· 7 111 you p1oaoo make a record or the dopoait. 

ot ) 9 , 800 oort1tioal.ea or t ho l'h111ppino TreuiU'l' of ~oo­

poao de nomination t ho total ot Whioh i a ya1ued at 

19 , 900, 000 p .. oa in a:r a.t.o4T at. Corroe i dor. Acti.D& 

a ecret.o.ry or J'iDanoo Joao J.bad S&atoo and Robert J . Hllttout. 

ot ID1 atatt Ter1tied t he count , Theoe oortitlcotee were 

l n one ot the t weuty- t 1Te boxoo which w.,ro referred to 

ln our t.ele(ll"Dlll aent on the 7th or Jolluary , 191.2. J.ttor 

my de pe.rture from ~11a ID1 ~nt Cec111o Adog~ olgnad 

an undated r eceipt Which l ndioe.tee t~at t h is coney wa. 

sent on tor t he account s ot membora banks ot t he lanila 

Cle...rill& ..usaooiat.lon b)' t ho r hillppine r;o.tlonal Bank. 

~Tidently t hi s deposit ~ea up the bank r oaervao oent1one4 

in tirat. 
netorrin& t o your to1ecrnm ot Dooo~ber 26 which was 

tra namitted through t he l!O:illlr1. aont ot t ho Interior , I do 

not luiTO any r ooord ot ownorobl p ot tile reserves reterrad 

to by t he banks l ndhiduall)'. 

Regraded Unclassified



TREASURY DEPARTMENT 34.6 

C ONFIDENTIA L 
Regiot erod oterling trane~ctiono ot tho roportin& baoko vere ao toll ovo 1 

Sold to c~ercial concerna 
Purcbaeed froa com=erc1al concerna 

£24,000 
0 &,000 

Open aarkot otorlia& wao ~in quoted at 4. 0}-}/ 4, and t here were no 
~oported tranaact iona. 

In a dull CAr~ot , tho Canadian dollar diocoGAt ~roved t~ a final quo­
tation ot ll-5/8~, AI coapared vith 11-3/~ laot ni~t . 

Iu Nev York, cloaicg quot•tlon• for the ! ore1cn currenclea liated bel ow 
~•r• aa tollowa: 

~rgentine peoo (!roo) 
J razi lion m1lre1o (tree) 
Colombian peoo 
Mexican peao 
uruguayan peoo (!roo) 
Voneauelan boliT&r 
Cuban peao 

.2}75 
o05lb 
· 5775 
. 20&5 
-5250 
.2&75 
Par 

Swl ea trance t o meet cogcercial and certoin other requirement• vithin 
Switzerland are otill obt ainable from Svioo ban<o in oxchance tor doll aro a t 
. 2}}1. In Kov York, tte •free• quotation t or Svioo franco hao adYanced atead ily 
f r o= . 2375 ao ot JanU&r7 7 to tne pr eoent ticuro ot .2525 bid, ~~th littl e buo1-
oeea beinc tranaacted. In contraat to the Rew York ratea, we un4erat&Dd ~t 
•tree• Svioo franco vere r ecentlY obt ained In Port U&*l by a Nev Tor~ Can< at . 2}2}. 

WI purchaoed $585,000 in gold troa t ho ear=ar,ed account of t he B.nk of 
:!erico, and $}50,000 in cold. fro:o t he account ot tho Ct ntral B~ of Chile . 

No new col d tA&&I•ment• were reported. 

In London , opot and f orward tilvor vore aca1n fixed at 23- l/2d ond 2}-9/lbd. 

reapectivol¥ , e~ivalent to 42 .b7f and 42. 78;. 

Tnt Tr •aourr'• purchaoe pr ice for fora1.£D oilvor vao unchaoged at 35¢· 
Rand¥ end Karman' I oett lo=ent pr ice for tore16ft o11Yor vaa aloe unchnoged at 

35-l/s;. 

We :lade no purcb.l'aeo of a11Yer tod.t.:r• 
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Peraonol e nd Secret . 

n ea r Mr . s ecret a ry , 

347 

IRITIIM EMBASIY, 

WASH I MCTON, D. C. 

J onur. ry 20 th , 1942, 

1 encloee heroin r or your 

pert10Ml Rr.d s ecret 1 n~'onn11 t1on s 

~o;.y of ·,he ls t e"t repor t rece1 vod 

t r DI'l London on che m111ts•·y e1 t u•.t i on. 

aelleve ~.o , 

The Hououroble 

Henry Mor ge nthau, .,i r . , 

Uni t e d S t a t e s Trea sury, 

·;;sehi ng t on , n.c . 

Deo r /lr . s ee r e ta ry, 

very e incer ely yours , 

( For the Ambo ssador) 

Regraded Unclassified
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C0117 !b, I a 
BUT:t:IH IJCST SXRB! 

(u.s. SD:UT) 

One ot H.M. doetroyera 68C:::"!..!..-:;: a convoy w&o torpodood G.Dd sunk 

durine tho ntsht l7th/l8th ott the llorth ltll!ll!AISX Cou\o Slx motor t.or)>odo booto 

1\nd motcr aunboata engaeod two enemy trtnflcre ott CAL'lS on 17tb/l8th. One motor 

torpedo boat ta presumed lost O.Dd another euttered du-e CLnd caaualtio•• A ft..ll .. 

deat1'0181" oaoortlnc a oo.stel comoy shot dorm a £>oro:"..:._ Bomber at dusk on the 

18th. OM naval t.ranler sank at GIBRALTA~ yoatord'Y and tao others \'JION dat11!&ecl 

rolloriJ>c "" oxplodon, A naval Cor'<atte lntuo.ptod "" 81000 too Italian • ••­

Ml 1'tlterclt;l' Z)O .U.a aouthoest ot LAO<S &l1d 1o er•-.unt! bor lnto ;>Ol't. A 

'IIOCUta ailocl Brit.lab veuel in convo7 trca tho U,l. wu torptdoed. ll.to on t.be 

17th orr tho t.m!WA& Cout &l1d taken 1n tov, 

2, HILJIABX 

lJlll6• Tl»ro i s littlo turt.her llOlfO rr .. t.ho AG'C:II.A .lr<>a but 

ow forward. columna are in t.ouch \71th onen~Y dotondvo poliUonD botTteen ltARSA ' 
r.&:U.• 18t.b.. lion repor ted that no onOIII,Y lo.nding took ' bee in 

the !.!I)AU .vea 1ibcr o there 1a at.Ul a.n Auatralla:t infantry detochlent, 'ttere 

bMn II\JOh patrol act.hit:f tb rth ot tho river :!!~U acc•pe.oitd by heavy J'op&.llOSO 

diva - bins ottoclto, In tho G:Jl;.\S oroa our 'lOtrolo _,. eotivo t.'u-oughout tho 

( 17th aRt in the t..f"ternoon, o.ft,er arUllorJ ~nt.!O"' .._., t aoztf att.ru:k 4evelopod 

.Ln. aomo etnu'ICt h. thla ia etill in !ll"..,.. In the river ltu&R &roa our situ-,• 

lon iaprovod durinu tho 17th. 

AS~lli.2• A <ttrong Jet~M att.t.ok hat btt n Mde on the Or-lt.ia~. 

rte~.omont i.n Dutoh BOR1EO souttrneot or KUCirt:c . Our roro•• .,.. M tbdraring. 

Tho Jape.noao aro GUspectod to be npproachine ( ?S,VmAKA.U) . 

1!.\l&:A• A Jnpa.nose torce, in conttot with our troopo, b reportoi.. 

to hove penetrated bo;ron<: JJIIITA tomU"do TAVOY, 

.;• All\ QPPUIIO!§ 

llutorl> Front, 17th/l8th. u:r::s:r, 6) toM o.'>l 2, SOO ineondJ.ar. 

".,:&~K, 'r1 ton.J and MarlJ' 2,000 t.nce!JCUariea. Vbl bll lt.y n a poor but. bursts 

l"Oro '""in both porta and tires wre awt.ct. 1) P .C. A. F. ard t.--o ::t .~ • .;. .r . 

bocborl took par~. 18th &l1d 18th/l9th. :lothintJ or i nteroat. 
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· 2 -

II&LU• During 17th/18th and l8tb a total or 25 airoraft at.. 

tao~d oaueins only alight dauge, 17th/.1.8th, Four na'lal Swordfish attaokecl. 

an 8, 000 ton tanker and two deatro;yara ott LAIJPEDUSA. '!'he tanker and oM dee­

tro)'er ,.re h1 t bT torpedo, 

PAR EAS%. 

u,u,•n. 011 the 17th 4Dii 18th our boDber• auccesatllll;r attanke4 

.1-A:lMIIN, r II*"" and barges in the lltWI.t!AIACC.l area, also t.c.bed the rail'llll.l' 

centre at QEI.IAS, One ..,.liT aircraft 11111 abot dovn and one Blenbeill loet, 

SI!QAPg!E. During IISliiO peri od the Iolond as attacked thrM 

timoa b)' a total or 249 aircraft, Four oil oiatol'IUI at the !laval Beso ,..... 

set on Nre and the doak7ard was a.llgb~ de.~DSgod, At ono aerodrome a hanger 

was de1110l1abed and at another buildings 11ere burnt, Five or our aircraft were 

dutro,ed, eight proba~ destroyed and five c!Deged. !7e lost tour Buffalo 

l'igbters but two pilots ere sate, 

'!here ..... indications that .. th1rcl Squadron or Jape.noae be&'f7 

then are MQT 'beee•, 
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lo. Co:"':i U:.I.O. , fi. O. lloOO A.ll. , ,..,Worl' ZO, l KZ 

8 ITUAT IO!: REPORT 

J. . !'ao1rio Theater . 

Phili~pinooo Hootile preoouro inoreaeod yeotorday wi t h briok 
fightinJ noar t e cantor or our line . Thoro wu SCilla artillery and a i r 
activity with our air fcroo and antiaircraft dootroyinc four '"""'Y pll.noo. 
Hawa11o Negative r eporto, ~layo.o Tho oitut.tion 11 Ncoaing oor e 
otabil i&od ao British rointoroo~ento moot Japonooo intiltrationo. Tho 
throat to tho Britioh left continuoo, Anoording to tho prooo , on~ air 
aotiTity oontinueo over Singapore, with lar,o ro,._tiono of Japaneoo 
bOIIboro over that oity today, No reaulto hl'<e boon announced, Burw.o 
Brithh withdraw frOCl T&Yoy, in the Ira JMninoula, Sharp air aotrailia 
reported, Auotraluiao Tho prou roporto that llabaul, Australian air 
ba" in 11- Bi'itaLi, wae eubjooted to a heavy Japoneoo air attack, prob­
ably troa oarrior- baeod planoo. lloat Couto llo turther reporto of 
hoatile aotiTity, 

II. E•atern Theater . 

Pi&hting oontinuoe along tho entire Ruaaian front from tho 
Crimea to Leningrad , The Ruseiant are attnoking at Leningrad and 
Sohluoasolburg and olaiM tho oapturo of Konoyo and Kondrovo (oouth of 
Moohaiok) , Heavy f i ghting has developed at Orol, Tho Gorman High 
Command olaimo tho interr uption of tho Yurmanak railway by air , 

III , llootorn Theater, 

llo turther reporto, 

IV, !Iiddle Eastern Theater, 

Oroundo Tho oituation r.sino tho a .. o, 

Air I Tho Italian Hitlh e-nd """ounced today that Britilb 
bOIIbaro otarted tiroa in Augusta and Syracuoo on tho out cout of 
Sioily laot ni&ht. Tho Italian Air Porco io oaid to bo activo in baobing 
and maohino- gunning Britioh motoriood oolucoa and oupply oentero , While 
Gorman planoo o011tinuo their hOI!lbardmont of tho porto and airdrCIIeo of 
11-.lta. 

RESTRICTEll 
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