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IJVARTMENT OF STATE 

W~IHO'TCIH 

!I!!!!!W."OOll !'9ft 'I'EB Pf!llSID!!:T 

Ono ot tb.o 110ot 1mport1Ult e,nd ditrlcult tooke oonrrontina 

ua on the deteat or Oermaar will be the eoono.io control• to be 
eatabl1abe4 o•er that 40UDtrJ &D4 tbe reorcanlaatloo ot Ger.an 
IOOD~ &I a .. &nl ot prtYIDtlDC an1 tu~e Otr.&n &&arttaion. 

Tbla would lnoludt tbe r eoon•ftaton ot Oe~ 1.n4uatrr troa 

war pro4uot1on to t he needt or rep&ratlone end pe•c• time ueea 
and tbt poaalblt 41..antl1n& or cert ain 1n4uatrlea &ltogetber. 

It 1a pro .... bl7 our Intention to dl•ldo tho lara• londad 
Zunker eatatea and to break up the powerful Ctr.ac induatrial 
ooablnee. To do thte, 1D oooperatton Witb our Allies, wtll 
require the appoint .. nt on the American aide or a man wltb 
outatendlna qualir1oat1ono. I oan think or no ono bettor 
equipped tor this taak tbell Yr. 1amoa F. Byrnoa &D4 I •hou14 

l.J,kt '" -c•t•' hta ca · - ~ 
U. JOG 'PPIPTI o' 'b• •Fte1:ntuat e should be &hen 

t he personal rank or Ambeaaador and een to London to work 
w1tb the nuoleus planning group whloh Ooneral !ieenhower has 

aet u.p llll4 ao•e into Cen:any later. the Jll:.portcmce an4 

d ittloultloa or the Job cannot be o•or-ocphaalted. 

I , or oourae , have not aa1d &nJth1ng to Mr. BJrn•• 
about thia. 
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OC~AftTMIMT Or 8TATC: 

WAIMI NOTON 

b • 5. 1944 

lA reepontt to JOur Maorandua ot AU.cu.et 31 , tht 

propottd ,_4111h announoement th•t 117lW1 will not be 

vantt4 to WU' or1111D&l1 rt1ulta fl'o• v.r .. nt reprtHn­

tatlont Whlah we 1nttruoted our Mlttlont ln Bern, 

ftool<llola, -14 aJl4 L11boft Oft~·· ell to ...U. A 

parapbrue ot tba telecra:a to ltrn 11 aUaoh.e4. !'be 

1"~14 P"'P'IIt ot e-qntt 111 Pranot 4.14 not allow t~ 

tor ooARl.t&Uon wUh tht lr1Ueh an4 tlM Jtu.tll.aD.e, but 

tber .. ,.. ad.rtae4 on A~J.~Utt 2-41 ot the aotlon taken. 

lo'IU"' 4of1Alto bao :rot boon baar<l troa tho lpanllh, 

Por'\lp8M or 1r1 .. OOqrDMnt 1 an4 a t\&r1b.u wopnt 

ltltpaa .... tent the Lecatton at lam on Aaaptt Sl. 

l 



m m•==· 

............ , ...... ? .......... 

- •alt?-.. e ... - .. IIi I ..... - -·--11111 .. 1 . ........................ ,. s. 
Mra,-. ... IS, UC ............ . 
... _ .......... _ ............ s ... 
.... - ........... _ _,,... n• 7 ... 
.. .. ... • 2 - -d9ill'a• ........... .. 
......... 2 ....... ..... 2. ··---2 -__ .,, ...... ---- ........... 
• • , ........... 2 - ......... 

............... ,. 2 .. ...... 
.. .. ,_ .,. 2 1M .......... .._ .. 
....... -. ........ _ e. • a ... 
wcea, .... rs •r 7'&a_, .. ...,. .... 
tus ................................ .. 

---·· $1 ....... 5 ewl .. h C? Pte wl 
.,... ...... .,. OS??e' a am• .. .... --··-· ............ .. · , a ac .............. --. 3 • I 9 lll 

•• SF t' .. SS I .......... JCJI 
.... .. .......... , fl .. .. -



I 

....... ,_ ......... ,, ...... _ .......... 

.. -· •tc rtr m ..... ,.... .am.,. •• Mta.,• ..................... "" ......... . .................... .. ................. . 
It &a .. SF - '-&1cl ......... - ?131M wrtA 

._. ... - -·-·" •• 5 55' """· ... 
sarrr .... -. ... ss "_"._ _ _....,.. 
.. w.a .... ..._. • Una._.._." ta .... _ • 

.,a 11 n• 
-• ... -....._,a ''"• ... a· ,, 

..... OS $Mtl .... X ....... , I----

... ._ IIUl _. ...,. ta ..._tau &t •• -= MSe 

' .......... 5 .................. .... _ ....... _ ........ _ .. ~. ,., --sa ......... a lltMtaa&w.- ... 

a s ,.. ---· , , .... 115 ... ...., ••• s .. 
.. II 5 I PUlPit ta G7IJ I a 21M Ia ._eta 

... I PPM, M ........ 16 ••sm- CU ?. I eP-. 
ap ... -,_ ... ._,. P?rrta .. 

..., au--•--. ..... _ .. 2. .. ..... ?, ....... . 

., .. ..,.. ..... xz«rr .... _ ... .,,, 

... 7 ·---··a 2- -FE­U 

_._ .. .._. 2.. uta.UU a &f!l 

-



• 
1¢7=.. &sPr .. rum .. -.s '?s• 1 Uz• ...-. lhl 

-1111!•• "-. • srzu .. ._ ._., an a sa 

- 21' J l7C .- 1$ C r•••» I 12 '~~~~- 7 II I 
fl 211-- ff IU ........ I $1 UP IIUJ 9• 

.. _ ... a A 17 IJJQ. 2 71''9 't So t .. tll1rie2 I 

41111 • as a 10 s ens •m liia ....... o 11, .. . a -
• 2 $ ........ 2 ......... • ...... jjiii81S?lr .. 

1. I 2 ·----..... 8S .. w7CE 't 
- .. • & FUMe ....... , .. $1 Ile of 

... -. ..... I sT I • .. r¢ 2

•, -lrC' I 

., .. $I zoe ... ' l Is I a ... '- t 2 

te llell .... II 'IN ..a tt ]r ' P te s1 n.t I 2 2 '1-
.. ar .. as 8 ..a 1122 1 a. 2 

•• .-.. 

0 ?If 
•• ,,..... ,.,, •••• 1 ......... ,.. .. 72 .... 

1 s= r nssra auu cr•,.. 2

• ae, , 7 2 1re •• 

Q IJ ,_ I I ' - .... II ll 17• ....... ~ 

1 s= • s r sa .. r 1011 •1 ·,,,.. .., ,. •• te 
_...... ... , •• , 9 ........ 

, zrrr ....... .,..., 2

1 •• • 2 1 o au • ...... , "...... .... .. ... 
• I 11 ., a nee a 2r• 1re n • s •• • 
.a ... 7 F l II .... 112 1111 P ... II 

Q' #diS 
..... , •• Ss ,_,,...I r?m• ....... 

I IG 



I 

• 
r ?• r vtt&H .. -. • .-IJ' • ,,~. 

• .. ILWIIW a. , ltssn et DU teJ.••• &a 

...,.... .... lvttla ... ..,... ..... ••• .. . 

•a lfel .. ........ J At .... W II 4 ... 1ea 

...,. .... •• • • ,, ... a ........ ~ 
~ eY w .... Mint CTUW Oe. 

' 

' • 



(~~l.gned original of this let ter sent to the Secretery of Stnte e t l OtOO J.,ll,, St".t.~ ,_ .I 9/8/44. f>s F· .;M.t.L.ttlltvv ,..._ . "' -till 

Doar Kr. SacrotaZ71 

DlarlD& Ule paat ball aentllr7 Ule Ullitlld Stat .. 
baa doYoloped a tradition 1D oppoa1t1on to pr1Yata .aaopo11aa. 
The Sbenan and Cl.Qtoo Aata hna ..._. aa aucb a part of 
the AMr1cu -r of llfo aa Ule due prooaaa clauao o! tho 
CoDat1tllUoD. »7 ...-tactlll& the -.wn ap1Dat -poly 
tbeaa atawtea &uaNDtee .b18 the be~Mrlta o! acwpet1t1on. 

ftaU poUq &Ma haM 1D &lovo w1 tb the Uberal 
prtllol,U. ol lntenatloaal trade lu whlcb 70" bavo atood 
throuCJl M87 year a .r ,wa11o oenlce. fbe trade aar•- t 
PI'OII'M baa aa lta eiii~U•e Uae eUetMUOD of barrlera 
to tile tNe flow ef t.N4e 11a 1ntenat10Da1 a-.o, tbe 
aaU-U..t atawtea .S. at the etsetutloD of -po11at1c 
reatnJ.ata ot tlra4a lJa llater-atato aDd forol&n •-•reo. 

Uotort-te!¥, a DIWber of forei&D coUDtrloa, 
part10\llar17 1A ooats-tal lw'ope, do .. t poaHaa 8\Uih a 
tradltloD qalDat aartala. OD tbe ooatrary, cartala havo 
racalYed enoour~c..ant troa acwa ot tbeaa aoYoraaoata. 
lapaclal17 1a thla tmao o1tb r .. pect to Ganaay. ..rooYor, 
cartola woro lltUlaed ~ the l.ala aa aovarcwental 1Datl'll­
untaUtloa to aohieYo polltlcal oada. TIM! blato1'7 of tho 
11ao of tbe I. 8. farllon tl'llat ~ tho laala roada Ulto a 
do tect1Yo otoey. fba dafNt of tho luJ. araloa •111 haYo 
to be followed ~ tbo ondlcatloa of Uleao -JOD• of 
aco-Sc artaro. Blat •n tbaD the atsetMUon ot tho 
pol1t1aal act1Y1Uoo ot hnan oartala w11l bo r .. v.lred. 
cartel Pl'&etlcoa whlch r .. trlot the frH flow ot aoocla 1n 
foroi&D -•roo •111 haYO to be cnarbed. With 1Jltanaat1onal 
trade 1Dvolnd thla oad caD lila aahieYed only throQc.b 
collabontlva actloa ~ tile Oalted lat1ono. 

I bope tbet JOil will koep :row' oyo Oil thlo obolo 
allbJoct of llaterDatloaal cartola lilooa~~&o •• are approachln& 
the tlao wileD dloc~~&olona will U.O.t oortalnly arloo between 
uo and other aat1ona. 

-...ora..U Cord.U Hu.U, 
lba leonta1'7 ot ltata, 
.. hllaataa, D. C. 

Yo1'7 oincoroly youro, 

JR.UIICLlJl a. &GOSJ:VA.1.1 



DEPARTMENT OF STATE 
WASHINGTON 

MEMORANDUM FOR THE PRESIDENT Sep~c~ber 4 , 1941 

\Vi th ret'erence to .Tudge RoseiiiiiA!l' s memorandum 
suggesting the desirability ot' your making a state­
ment--in the t'orm ot' a letter to me-- on the subject 
ot international cartels, I think that the proposal 
baa merit . Such a letter, however, should be 
dratted with a vi ew ~owards setting torth the 
objectives ot this Government, but in such a 
manner so as t o r et ain tlexibility With respect 
to the method ot achieving that end . Something 
along the tollowtng linea I believe would be helptul: 

~During the past halt century the United States 
has developed a tradition in opposition to private 
monopolies. The Sharman and Clayton Acts have 
become as much a part ot' the American way ot' lit's as the 
due process clo.use ot' the Constitution. By protecting 
the consumer against monopoly these statutes guarantee 
him the benetits ot competition. 

"This policy goes hand in glove With the liberal 
principles ot international trade t'or which you have 
stood through many years ot public service. The 
trade agreement program baa as its objective the 
elimination ot' barriers to the tree tlow ot trade in 
international commerce; the anti-trust statutes aim 
at the elimination ot monopolistic restraints ot 
trade in inter-state and toreign commerce . 

"Untortunately, a number ot' t'oreign countries, 
particularly in continental Europe, do not possess 
such a tradition against cartels. On the contrary, 
cartels have received encouragement tram same ot 
these governmente. Especially is this true With 

respect 
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reapeot to Germany. MoreoTer, oartela were utilized 
by the Nazia aa goTernmental instrumentalities to 
aohieTe political ende. The history or the uae or 
the I. G. :rarben truat b:r tbe Nazia reade like a 
deteotiTe ator:r . The de1'eat or the Nazi amiea 
will haTe to be 1'ollowed b)' the eradication o1' these 
weapon a o1' eco~o w&l'1'are. But more than the 
el111l.nation or the political ao~Titiee or Ge.-n 
cartele will be required. _.prtel praotioea 
~ich reetrict the tree tlow ot sooda in toreign 
oo-roe will haTe to be curbed. With international 
trade iDTolTed thia end can be aohieTed only thro\18h 
oollaboratiTe aotion b7 the OD1ted Nationa." 

• 
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o~ u a zz ,- Augue t 1?, 1944 

MEMORAIIDUll FOR 'l'Hf: PRESIDII:IIT 

I think .. Ia t U would be nd'lleab1e tor 7011, e011e U•e la 
earl7 Sept .. ber, eo •ake a atate•ent or take ao•e aot1oa on ~a 
aubJeot ot 1nternpt1ona1 oertela. 

·" 7011r IIIIUeauon, I hl•.,e dleo11 .. eCI the •Uer at leqth 
wUh State Depart.ent people aa4 VIe preaut aUueUon h br'letl7 
~1!1 

Aa you know, ~o Br1C1eh are not auoh 1ntereoted 1n enU­
oertel 41eoue~1ona beoeueol 

( l ) s everal etrons tao,1one 1n their IOYernaeat bel1eYe 
~lat 1nternat1onnl oartele are aood and eho11ld be enooureged; 

(2) tbe7 1noorreocly bel1eYe Chat the Aaer1oan people (out­
a14e ot a eaall rroup ) are not 1nterute4 1n ~· eubJeot: aad 

(3) they bel1en ~lA\ oonUnued oartd1uUon vUl gho th• 
a better poe1 Uon 1n t ho poet-war world not onl7 pol1 UoallT, but 
beoeuea ot tho1r tora1gn a~ohenca e1\ua\1on. 

Laet tAl l , howe'ler, tho Br1thh d1d reluotantl)' d hou11e the 
problna w1 \h \he Bta t e DIIJ)artaant in Yory s onoral tara a. 

Tho other l~uropean oountriu 11.re probabl7 a,.path et1o wl th 
the Rr1t1eh po1nt ot Y1ew. Howe'ler, the Lat1n-Aaer1oan oountr1ee 
are e1Apa~et1o v1\h our po1nt ot Y1ev on oartela aa 1a, probabl71 

Ruella. 

~el7 •• a raoul\ ot Cha 1na1atenoe ot Booratar7 Hull, tho 
Br1 Ueh lut'le ACJ'Oed t o oonunue Co oerr7 on oartel 4houell1ona, end 
the 41eouedona are now aat tor Che 00111Dif tali, w1 thout en7 4etln1 to 
date. 

Probftbl7 the lh'U1eh would prefer Co poatpoDt the• ant1relr 
1111C1l at .. r the war, but I tb1Jlk thla 1a oae thld where there wlll 
be an uP-11111 ft&llt even Co 10t en7 lllhi'IIA\loaal aoUoa, aa4, 
tberetore, I Vllnlt 1t ehou14 be puehe4 now wtllle ~· ooheeln tone 
ot Cha war 1e 1n ettaot. 

hel4ee, I tblak VIla le VIe UM 
a pu'bllo poeUloa 1a the MUer wtllob . 
7011r ant1-aonopo1J polloJ. 

DEOLASSlfi'EI thO U.S. 
17 ne,u\1 ArCh1VIOl ot 

Stowar\ Date MAR .. 1972 
117 ' · J . 

taka 
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!here la a ••r.r 1004 lnsarwdapartaeasal CoaalSSae lo ~e 
BS.Se Deparuums on Sl;e eubJeot ot outela , M4 VIer ht!Ye prepare4 
an exoellant aeaorandu. a" n ba1l 1 t or \ho1e 4llouo•1on• with VIe 
Br1Ueh. 

I ••••• Shn' 7011 wo1ll.d want to 41110111111 We w1 VI lleoret&rJ' 
llull. !he lbt•ent oou14 taka U111 t ora ot A leU er troa J'OU to 
hla on ~t. llhola aubJaot. It 70u tiU.alt wel l or 1t I oan, wlt.b 
~. belp of ~18 8S.te n..,.rtllent c-1uee, prepare a 4ratt o f 
auoh oO..WUODUon tor your 11pproYal. 

B. 1. ll. 
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DEP.ARTMENT 01' BT.ATE 
W.ABH I NQTON 

SeptBtllber 8, 1944 

MEMORANDUM FOR THE PRESIDENT 

Lend-Lease Aijd General Econgmii Belatiine 
with the n1ted Kingdom in Phase 2 

1. The moat important international economic 
problem of the transi tion and post-war periods will be 
the situation of the United Kingdom: the sterling­
dollar relationship, the change in Britain's creditor 
positi on, the prospects for British export t rade , and 
the commerci al and financial policies which she will 
adopt in the l i ght of t he sit uation. Th1e problem has 
its long run aspect - aseooiated with the loss of over­
seas investment; the probable reduction in shipping, 
international banking, and insurance earnings; and the 
difficulty of reestablishing and expanding British 
export markets in the post-1~ar world. The main outlines 
of this problem have been developing for several decades, 
although war has accentuat ed the difficulti es. It is the 
Department 's view that it is in the best interests both 
directly of the British and of the world in general if 
thie long run probl em is attacked by the adoption by the 
British of a liberal commerci al policy with foreign 
exchange and investment operations handled in accordance 
with the pri nciples of Bretton Woods . 

2. Nevertheless, strong economic and politioal 
pressures will be brought to bear Upon the British Gov­
ernment to adopt restri ctive policies of commerce and 
finance, and t hese pressures will be in considerable 
measure induced by pressing, critical, short run problems 
of British economic adJUstment at t he close of the war. 
The United Stat es can contribute greatly to the possi­
bili ty of Anglo-American collaboration in sound post-war 
economic policies and relationships and to the attai nment 
of hi gh levels of economic activity and international 

IISCl.AIII!mm 
..... 0..0. ........ l·ll·11 

MAR 87 J . 8 b hie I)Me, __ _ 

commerce 

3 1972 
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commerce in and between the two nations and the rest of 
the world, by doing everything in its power to permit and 
assis t Britain to enter 1 Phase 31 on ae sound an economic 
foundation as possible. 

3. The potentiali the of Anglo-American and general 
international economic collaboration in the reconstruction 
and development of the world economy in "Phase 31 are 
large. They include the eatabliabment of the Fund and 
Bank blueprinted at Bretton Woods, and the setting Up of 
machinery tor collaboration in the commercial policy 
field. Direct assistance, largely ot a f i nancial character, 
will in all probabi l1 ty be esaentially on a loan and repay­
ment basis. The institutions tor carrying out these pro­
grams have yet in the main to be created. 

4. In 1 Phase 21 there is more which we can do quickly 
and directly to set the stage tor a favorable but slower 
development in the post-war period. 

5. Turning first to the military eituat1on, I must 
ot course deter to the armed forces 1n matters ot strategic 
policy and decision. Nevertheless it 1s clear that one 
ot the most important objectives of United States policy 
must be to bring the British into the war operations in the 
Far East to the greatest possible extent. The advantages 
ot such a course are obvious 1n producing an early end ot 
the war, with thl! resUltant saving in human and material 
coste. The disadvantages of the failure ot the British to 
participate to the tUll in the war in the Far East deserve 
special emphasis: 

a. Political - any indication that British 
partici pation in the Far Eastern struggle is at a 
rate below their utmost capabilities will produce 
immediate and hostile public reaction in the 
United Statee. 

b. Economic - a great expansion ot Bri tiah 
exports with relatively weak Britieh participation 
in the Far Eastern war will stir up the ruentment 
ot our export manufacturers and traders. 

c. Lend-Lease - a failure to obtain tUll 
British parti cipation in the Far Eastern military 
operati on• will be regarded as at least a parti al 
ta1lure ot lend-leaae policies and will create 
unfortunate oiroumetanoee in vhioh to arrange tor 
lend-lease settlement. 

D~ 

- Do,<. .-. WJ..'II 3 \972 
,., J. 8 , .,.. """" M~R 

d. General 
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d . General Post- War - all of these 
factors Will combine to produce the most 
difficult of circumstances in which to attemot 
to build Ani! lo- A· .erican and general political 
and economic collaboration to race the problems 
of the post-war world. 

6. The economic problem then in "Phase 2" Will be 
to permit a reasonable degree of reconversion in the 
United Kin,dom, to be divided ~ong reconstruction, the 
satisfaction of domestic needs, and the reestablishment 
of exports to pay for the imports which are essential to 
the economic life of Great Br itain. This must be done 
in such a way as to: 

a . ~eet the immediate British pro~lem 
of avoiding economic disaster . 

b. Avoid the creation of obligations 
that will later plague Anglo- American rela­
tions . 

c . Reduce to a minimum tendencies 
tor.ards the adoption of discriminatory trade 
policies by the British. 

d . Be politically acceptable to the 
American public . 

7 . It has been indicated that in 11 Phase 2" American 
production for war may be r educed by as much as 40 per cent 
with a resultant reconversion to meet domestic civilian 
demands as well as to permit some increase in coocercial 
exports . It is essential that there be a synchronized 
Br itish reconversion program. The strain of five years 
of war , with bombing, severe rationing, and the dislocation 
of life produced by national service, will require, from 
the point of view of any government in the United Kingdo , 
substantial improvement in the conditions of civilian life . 
The necessities of British physical reconstruction and 
balances of payments will almost certainly ~ean that riritish 

civilian 
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civilian standards will remain far below those i n the 
United States . This should be r ecognized here as a l audable 
determination of the British to r estrict consumption in 
accordance with t))e realities of their economic position . 

8 . If British reconversion is coordinated with our 
own, it will be r ight and proper, and it should be possible 
to justify to the Congress and the American people, to 
continue lend- lease aid on a reasonable scale to t he 
British during the continuance of the Pacif ic war . It is 
my understanding t ha t the British as yet have made no 
defini te proposals for their overall lend-lease needs in 
"Phase 2• , as they feel t hat the nature of these pro­
posals must depend to a large degree on the strategic 
plans for the Far Eastern war . In view of the speed of 
military developments in Europe i t is most important that 
we come to an early understanding v:ith the British on this 
matter, so that a progr am of lend-lease can be worked out 
that will be fair to al l concerned. 

9. I therefore recommend the adoption of the follow­
ing key economic policies with r espect to the Bri t i sh in 
"Phase 2" : 

a . Synchronization of the Amer i can and British 
r econversion programs , recognizing that a greater 
proportion of the British productive capacity 
released f rom war production will be devoted to 
exports . 

b. Maintenance of l end- lease deliveries t o 
the United Kingdom in "Phase 2" reduced by about 
one-third overall . Lend-lease deliveries upon such 
a scale VIOuld recognize the continued Briti sh 
production for ~1ar , would not hamper reconversion 
in this country, and through the continuance of 
civilian i tems such as food (many items of which are 
l ikely to be in surplus in this country) would 
assis t British r econversion without a ssuming 
responsibility for i t. 

10 . These efforts to assist the British to enter 
"Phase 3" on ae sound an economic f oundation as possible 
must be accompanied by vigorous Brit ish efforts to joi n 
with us in pressing a world-wide progr am of multilateral 
reduction in barriers to international trade. The 

..... 
Bretton Woods 

DF.CLAS'IIYIIW 
&tato Dr,t. Lett.-, l·U·'t» 

MI\R 
lb J. S<Mahio DIDol!o""-..:...-
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Bretton ~oods asree ents with respect to exchange 
~pulstions, restrictions, and discri~tions con­
stitute a very 1mportanL part of our co~ercial policy 
progra~ . The British must ~e ur~ed to implement these 
arrange~ents, and to Join with us - through the Article VII 
conversations and otherwise - 1n thorough consideration or 
the remainin elemen~s or our international economic 
program. It is of fundamental importance to the in~erects 
or the United States and to the establishment of tne kind 
of economic condi~ions which we hope to see prevail 1n the 
post- war world that 1n formulating a lend- lease policy for 
• Phase 2• •·•hich will further these objectives "e have 
assurances from the British that they wi ll actively 
cooperate v·ith us 1n achieving them. You are &'-are of the 
political situation 1n the British government y,hich ha3 
impeded this , and I know you will agree that i t is time 
that soJ:e fon~<rd steps be taken to resolve it. 



- · 
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DEPARTMEN T OF STATE 

WASHINGTO N 

lept•ber 27, 1944 
MEMORANDUM FOR THE PRESIDE!lT 

Subject : Agreement on Princi p l es Having 
Reference to the Continuance of 
Co- ordi nated Control of Merchant 
Shipping . 

On October 26, 1943 the S~ecial Committee on 
Shipping adopted a report on the subject or shipping 
probl ems and policy during the transition period fol­
lowing the cessation of war conditions i n Europe . At 
the same time the Committee appointed a subcommittee 
to study this pr oblem and to report i ts recommendations 
to the Special Committee on Shippi ng. 

On March 11 , 1944 the subcommittee brought in ite 
report which was approved. On June 15, 1944 there was 
laid before you a draft memorandum of principles which 
you approved, 

Subsequentl y , an Inter- Allied Shi pping Conference 
was held i n London resulting i n an agreement on prin­
ciples having reference to the continuance or 
co- or dinated control or merchant shippi ng . The text 
or this a gr eement i s being released on September 28, 
1944. Copi es or the agreement on principl es and the 
pr ess release are encl osed , 

Encl osures: 
1 . Copy or Agreement on 

Principl es . 
2 . Copy or Press Release . 
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D!:PARTMENT O F' STATE 

WASHIN GTON 

Septo~bcr 2?, 1944 

'l'entat1.,.. Procnm tor Deallna with llateruat1onal Cartel• 

Ill tur\hor no;pouo to 70ur 1ettor ot Sopt-'ber 6, 
41rootlll& attontlon to tllo laport&lloo of llltorso~ntol 
4loouaolou ~ t11o oub~oot ot lntoruatlon&l oartolo, thon 
11 llonw1th tran..S.tto4 a otat-nt ot rooc-en4at1ou 
nsar41D& polloJ' for 4Nllna with lntoruat1on&l oartelo 
u4 nlato4 prl-..to buolnooo arruc-to prepon4 bJ' 
tho lnt.or4opart.oatal o-1 ttoo Oil Pr1-..to Mollo ;pollOI 
u4 Cartolo u4 apprO'ft4 b:r tho Zaout1n C~tteo on 
J:oODca1o :roro1sn Pollo:r. 

'l'ho pro;poaod oartel ;pollo:r 11 ropr4o4 b:r tho 
J:Doutl'f'o C~ttoo •• tutatln on4 pnl'•h•r:r, and 
•• oub~oot to ouoh ao41tloot1ou ao ..,. bo 4 .... 4 4oo1r­
ablo after 001l014orot1on ot turthor rtowo on t.hlo u4 
other aopooto ot oomaoro1al pollor. A roport Oil tho 
oloooly rolato4 oub3oot of lntorconraaontal oamao4lt:r 
aero-to 11 II.OW 11114or OOIUI14orot1on by tho :!Douth'o 
o-lttoo and will aoOil be olllaitte4 to :rou. 

It 1o 'bellon4, hownr, that tho propooo4 oartol 
pollo:r 111 1t• pro-t tol'll lo outt1olontl.)- 4otlnltln 
to oorn •• a worklllc bao1o ln 41oouoo10DO with othor 
SO'ft~to. lJa now ot ouoh 4loouoolou, lt lo DOt 
bellona that tho ota~t ohoul4 be aa4o pullllo • 
.Altenatln propooalo oro al80 bolll& otu4lo4 ill ortor 
tlld oarot11ll:r thPipt out roo--OD4at1011o ..,. bo 
a.allablo 111 oaoo ot noo4. 

~ 

- llopL .._, I·U·1t 

., J. Schou~o~o o.o.MAR 3 19n 
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DEPA!ITI'E!IT OF STI.TE 

FOR n!E PR:SS 

•COriF!DEtlTIAlo 

StfT!:l-..ER 28, 1944 
Mo.~ 

FUTURE RELEASE 
NOTE DATE 

?he asre~ctnt on prlnclples havtng refer•nce t~ the oon­t1nuanoe or coordinated control or merchant ehlpplns whloh h~o oo~ been publlahed vlll bring about en adjuat%ent 1n th, preaent arrana••~nte t or t he control ot tte e~plo~tnt ot t.:-:11 tt4 !:euont thlpp1ng . It e.~~n bet't be undoratoo4 ln Mlatlon to t~~•• arranrt=enta. At preeent ell Brltllh ar.d United Statta ehipe (except certain coettftl veeacla) are under reQulaltlon to thelt' r~tapectH•e sovernm•ntt The greot oajorlty or &hlpa under the tlage of ott.~r Un1te4 Notlone are alto under reoulet•! on by thtlr govern:enta and ~·• been ct~tered 1or the durat.on o! thl var 1n ~rope to the Brltllh Klnletry or Vftr ~ranaport or the War Shlpplng A~1n1ttrat1on or have boen othe~lae made avallflble tor employ=ent by one or the othor of thooe bod1oo . In th1o woy t~o pools of oh1pp1ng are oonet1tuted, the employment or v~~ch 11 coordlnata4 through the coab1ned ohlpplng odJuotatnt boo~•. vlth orrar4(o­centl tor eoneultatlon betveen th• !rltleb ana Un1ted Statee an4 the other United Natlor~• GoverNtt>nta. 
At or aoon etter the gene ral eutpenalon or hostlll tles ln Europ• the exlatlng •tre~r~nts tor the uee by the Br~tlah k1nlltf1 ot Var franeport and th• Var Shlppln@ ~1nlttr9t1on or ~nlted Natlone eh1pe unde r other tlsg• vlll term1nete; but the roQulrerunte ror shlpe wUl r~r.-aln heevy tor mllltary purpo101 aa well ea tor the supply or llber~ted sreAe , and All other purp.oar-1 or the 11n1tec! r~e.t1one. In ~h~ agreement the government• vhlch t.ave coo~rate4 ln the prov1a1on or lblpe tor Vnlted Netlona purpo~e t.•e •sr~ed to continue to devote ~~e1r th1pp1ng re1ouroe1 to th~•• needs ttll the ~er 1n the Far teet 11 von. 

Maohlntry 11 provided tor th• etteetlv• collaboration by gOYim:tents ln tCf' USf ot IYtlleblr ll"'.J.pplnS by t.ht! lltebU&h­ment ot a Unlttd Marltlrr Council -nd Cnlt•~ Yer1t1ml Execv­t1ve Board. Thro~gh tb-af bo61ea, ~leh v111 come lnto opere­tlon on the gen~r~l auepftDilon or hOit111t1ea ln EUrop~ , the cont~ot1ng SOYtrnErnte vlll iaplt~-nt th- Prlnclplel la ld down ln the ac~eeeDt. The prlnclpl-• vtll rereln ln 1tteot tlll 11X aontt.1 etter th~ au•penalon or bott111t1~• ln ~rope or tbl rer ~•at (wttch,. -r 11 th• leter} unl111 ter:la.teO or modlfltd earller b7 \IAI..hlmoue ISNite•nt . 

'l't• 

I 
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The ~reement hae been e1sne4 by the Oovern:ente or Btlg1u., CAnada, Greece Netherlande, Norvey, Poland, United Klngdoa and tho United Statto or ~aerie~. while the i'ronch Oo,.,.1ttee ot Notional L1'oorat1on hu o1gn1r1ed thot all Frtnrh oh1P>1ng 1o and r~alno at thl dlooooal ot the tlnJ.t.ed laUona. Ttt.e &o•let Ooverrutont and other lntereeted United Nat1one Governmen~e have been kept 1ntor=t4. The agrtecent eprlnga tro• the cloee eollabo­ra,lon achieved 1n t~A paet and now exletlng between the sovernsente whloh have n:.&lnly contributed to the provle1on or oh1PP1ng to =eet the noedt or all tho United Natlono and lt ~~ntlnuee that collab ratlon tor the general bene­tit Into tbt eueottdlng ohoooo. Tht oooper•tlon ot all Unltod Nnt!ont no t presentl y elgnacory and other t rlondly government• will be velco~e4 and it 11 contemplated th~t certain or theu w111 acoode to the agree:ent and Part lcl­pate 1n the central autbor1ty . 



AGRZE:XEIIT Oll PIUNC!Pt.!:S PAVING ~£F£l!t,Ot TO ""'t CQ!;TI!IU.AKCE 
OF C~CIII)IIIATED OCliTI\OL OP I!ERC!WIT !PIPPI!IG 

TEE undaralgned ~preetntatl•@a, dulr ~uthor1ae 4 by th~lr 
reepeot1Ye Oo•ernaente or Authorltlea. htrtlnatter rete rre4 to 
aa oontreet1ng Go•em.anta, h.ft•n: ag:reeO 11 tollowa:--

1 . The oont~ot lng Oovernw~nta dtelore that they eooept 
•• a co:m::on reoponl1b11~ ty the prov1o1on or sh1pp1ng ror all 
m111tary and other t~eka neceaaory tor , ond arltlng out of, tht 
oo~pletion ot the wnr in Europe and the Fnr E&lt ~nd tor the 
aupply1ng or •ll tht l1bor•ted areoa •• well 01 or the United 
Nations generelly ond ~err1to r1ee under their outhorlty . 

2. Tbe contraot1ng Oovern=enta undertake to continue to 
malntatn euch powara or control over ell ahlpe vhloh are r egla­
tered 1n their t.rrl torte a or aro otharvlae unclor their au tho~ 
ltJ aa w1l t enable th• orrect1vely to ttlreot each ablp'a 
ecployuent 1n accordance vlth the !oregolng 4ootaratlon. Sub­
J~ct to the pro¥111ona or peraarapha 3 and G1 tt.ll o~ntrol 
&ball continue to be exeroleed by each oontr.otlng Government 
throu.gb tt.e cocbanl&D or re.ou.taltlonlng tor- uee or tltle . 

3 . The contraottng Government• egroe not ~ releaae traz 
control any ohlpe undor thelr authority, or pel"'t>lt thmn to be 
employed 1n any non.4 oeeent1al eerv1oea or rot' any non- osocntlal 
cargo unleaa the total oversll tonnssc la 1n ~xo~oe or the totDl 
overall reaulromtnte, an4 thrn only ~n aocor4ance with a 
mutually acceptable formula ~hleh ahall not ~ieerlmlnate 
againat the commor0111 lhlpplng 1ntoreeta or eny nation and 
ehall extend to •11 contNtct1ng GoTerr..c:;,enta ttn oouttablo oppor­
tunl'tJ tor thelr r-eapective tonnagee .to eng,aso 1n coceercla.l 
tredea. 

4. Neutr<>l Go•ti'Mente l:-.av1ng lh1po un6er th01r control 1n 
excoee or the tonnns• rtqulred :o car~ en thelr eeeenttal 
!aport reou1~•ente ~bell be lnv!ted to aubacrlbe to obl1gat1one 
1n roepeot or all their ehlpe vhloh ahall eneure that their 
employment le ln ccntorrlty ~lth the gener1l purpceca or the 
Un1 tad t:atlona. • 

5 . Tho contracting Governments undortnka to exerclee con­
trol over the tno111t1ee tor eh1pp1ng avallnble ln the1r terr1-
tcr1ee. by oultable meaaurea on the linea or th~ Unltod Statee 
and Br1t1eh Ship Warrant SQhe~ee, and to take euch other ceearrv1 
ae may be nectueary to aeoure that ebipa under all tlago are 
ueed 1n conrorclty ~1th th~ purpose• ot the United Natlone . 
~h~r Goverr~ente ecceding hereto shall glve • 11a1lar unde~ 
t..Ung. 

&. Without preJudice to oueatlona ot ~1apoe1tion or 
title the U~ploy&ent or euch ahlpa •• 11•7 at enr tilte be pef'ooo mlttec! to operato under ent111y rug or authority ahall be det-er-. Q1ned to 1ervo the requlrem~nta of the United Natlcna . 

7 . --(a) In or4er that the olloeot1on ot all eh1pe under 
Unltad Nettons eontrol may continue to be effeo­
tivoly 4otermlne4 to Qee t tho reoulremcnta or 
the Un1Ud llat1ona, a control outhor1ty ahall 
be eatablllhftd, to c~e into optratlon upon the 
general 1uepena1on ot hoatllltl,e vlth Germany. 
The otntral authority ahall be Orktn laed in 
a ocor41noe vlth the plan •i~f4 1ft the Annex. 

(b) Tho oontrol outbor1ty tboll 4tttrm1ne t he •~ploy­
.. nt or eh1pt to!" the purpooe or. g1•1ng etrect 
t o the re•ponetbllitlee aaeumtd Df eacti 



(o) 

(d) 

(o) 

(t) 

each oontraotlng OoVl!rnmeM .l.n p&regraph l to provlde the tnnnose r•oull'<!d fi'OII t1me to tlme to eeet current reou1reaenta tor ablpa ror the ~>llltary and other purpooeo or tho Un1t ed Notlono , and ohlpe oholl be oll oc1ted for thoee purpooee by thooe Governments 1n ecoordMnce vlth the declalone or the central authority. SO far ae 11 eona1otent w1th t he eff1olrnt overall use of lh~pp1ng 11 deter- · E1n•d by th• otntral authorlty tor thoee purpoltll •nd with the prov1alon• or pare­grRph? c) , eeoh oontrnotlng Government may alloclte ehlpe unde~ lta o~n authori t y , 
vt:.olly o r partly to co•"r the ~ •aenr. lal leport reoul~crnta or terrltorl~l tor ~lch lt hao t peo1ol oh1pp1ng ~opon l lblllt 1ea . 

In gon• r&ll ah1p' under th• fl•g or one or the contract ng Governm•nta •h•ll bP under the control or the Oo•erneent ot thet tlag, or the Oovanr~ent to ~b1oh lh~y h~v~ been 
chartered. 

In order to meet th~ apcclol ceae ot ollltery requlre~~nta thol e ahlpt whlch hAve been taken up, under egreer•n~e a.de by the United Ste~ea Govern=Pnt 8nd)Or Untted 
li.nE~Oa Govemcent wlth the othe!" Government• hnvtng nuthor1ty for those lh1ps, for use oa trooplh1pe, hoapltnl Dh1pe 1 an~ ro~ othe r 
purpoaee ln th~ eervlce or thP o.r- •d force I , 
ahall rs~>1n on C!"JIIr~e .. ~• at p,..~a,.nt t o the 
~ar Sh1pp1ng Ado1n1•tr••ton ond/or the 
~1n1etry or W~r Tr3nenort •• the o~•• &oy be , under orrnnae=• nto t o be o~rePd b~tween the Governments ae ver!!ll,y concerned. (Any fur ther lh1pe reoutred tor ouch purpooeo eholl be dealt "tth 1n a lUte c:-anner. ) 

Tha feot th~t thee~ 1hlpa ftr~ eeelgned 
to "'1l1tnr;· reou1remento eholl not preJ ud1oe the right of the Governcenta concerned to dlaouea wlth tM central authority the 
meaaureo to be token to proYtde oh1Pp1ng for their eaaen~lal reoulre=~~'~nta ll1th1n the scope or parog.-ph l. 

Tr~ contract1ng Oove rncentl oholl eupply t o one another, through t~ centre\ authorlty, all 1nforzat1on neceaaa~ to the etfect1Ye ¥Ork-1,ng or the srrangemeota, • • g . , ~sar41ng 
progra~oo, ~mployment ot tonnogo , ~nd pro­Jec ted prog rammeo , •~bJeot to th• roqutrc­
~ent e or Qllltlry •ecrecy. 

The control author1ty aholl olao 1n1tlete tbt aot1on to b~ tAken to g1vft e r~ect to para­graph 0 and ehall ~lreoc oat1on under 
porosroph 6, 

The teraa of re~untrat1on t o be pP1d b7 the ueere (Qovernm•nt or prl•tto) or rh1po ohall be 4etera1ned by t ho oontrtl eutnorlty on a 

t a1 r 

• • 



,, 

tair and reaeoneble bae1e 1n euoh eannar ae to give err.ct to the tollovlng tvo bae1o pr1noipl811--

(i) 8h1pe or ell tlage pertoraing the I&Qe or a1cilar •~ roicee ahould charge the 
••~e tre1gbta . 

(ii) Shipe muat be ~=plnyed •• required vith­out regar4 to financial coneiderat1ona. 
S, The prtnolplea herein agreed ah•ll apply to all typee or merchant ahlpa, lrreepaetlve or alta, including paeeanger lhlpa, tankera and whale taotoriea Wben not uaed tor whaling (but paragraph ? (b) will not be eppllcable to ahlpa engaged ln ooaetal tradee end ehort tradea b~tveen nearby countries , the erransemente tor control or vhtch ehall be epproprlate to meet the reoulrementa prevailing ln eaoh particular area). 
Toe principlae aball alao be applied to the extent neoeaaary, through euitable machine ry, to fiahlng vesaele , whale oatchera, and other aimil&r orart in thoae areae whero epeo1al meaaurea 1n reapeot of auch craft are agreed to be naceaaary, A epeoial authorltJ ~~~11 be aet up capable or apportioning betv~en naval end co~~erolel services such oratt ae are avplloble ln thoet areee . 

9 , The foregoing prlnelplee shall teke effect on the coming into operation or tbe central authority, and shall r ema1n 1n errect tor a period not extending beyond six months after the general aus~naton or hoet111tles in Europe or the Far Eaat , whichever ~ay be tbP later, unless it ia unenimoualy agreed eoong the GoverN:tnta r~prraenttd on the duly authorised body or tht central authority th•t any or all at the egreed prino1plea may be ten>1netad or modifi ed e•rlier. 

Done 1n London on the 5th 4&7 of Auguat, 1944, 



. . . . 

A!INEX 

Organ1~at1on ot the Central Authority, 

1. The central nutho~i ty ,ehall ooneiet ot-­

(a) A Council ( Unlted l~nri time Council). 
(b) An Exeoutivv Board (Uni ted Maritime Executive Board) . 

(a) Tho United karitime Council 

2, Each contracting Government ahall be represente4 on 
tr.e Council, ~eaberahlp ot tne Council eh&ll also be open 
to all other Government&, whether ot t he United Nat ione or of 
neutral countriea , whio~ dee1re to accede and are prepared to 
ncceot tno obligntiona or contracting Governmente, 

'3 . The Council shall meet when doomed necessary and at 
l eas t ~wice a year M euoh plac&s '•s mny bo convenient. 
Kee tinge ehall bo arranged by the Executive Board. The 
Oouno11 shall elect ita own Chairman and determine 1te own 
procedure . The meet1~a of the Oouncll ar~ intended t o pro­
Vide the opportuni~Y tor 1ntorming the contracting Government• 
aa to the overall ahipp1ng sitUAtion and to make possible the 
in terchange of viowa between the c~ntract1ng Gover~ente on 
g~neral ~Jeetlcne of pOlicy arising out or the working or the 
£x.:= cut1 ve Board. • 

(b) The United Mariti~e Executive 3o~rd. 

4, The Executive Soard shall be ee ~Ablishcd with Branches 
in Washington end London under War Ship?1ng Adminlstrntlon end 
Mlnlatry or .War Trnneport ohR1rmnnehiP r o&peotlvely. 

5. The Excoutiyo Soard shall cxorc1De ,through 1ta 
Branches t he executive f vnct1ons or the central authority. 
Appropriate maohlnory uhder the two Er~nchee shall be estab­
lished t or the purpoee of enabling them to dlecherge tte 
func:l~na deaorlbed in p~rngraph ? or the Agrce-ent on 
?rlnciplcs. Kacnlnory t~ carry ou t t~e arrangements under 
oaragra~h 8 or th~t ~greemont as r egarde ehlpe engaged in 
coasting and short eea traaea, and ao rcg~rde eaall craft 
ehall be set up under ttc Executive 3oard. 

6, The dlvielon of day-to-day r e sponsibili ty between the 
two Branches ot the Executive Board ahal l be es tabl1shed as 
convenient rrom tlmo to time, So that tho two Branches or t he Executive Boar~ mny work 1n unison, moe tinga of t he Executive 
Bonrd ae a whole eho.ll be a rranged a t t he inataf\oe of the two 
chairmen, ae often no may be necessary, and at such place ae 
may bo co nven10n t !rom time to time,. 

?, The memberah1p or the Execut i ve Board shall be 
reetr1ctod in nu=bore. 3y r eaeon of their large experience 1n 
shiP?ing norcally engage~ i n international trade, and their 
l~rge contribution of ahipa for the cor~on purpose, the 
following Government• ahell be r epre'oen ted on the Execut1 ve 
Board: 

Government of the United Kingdom ot Great Britain 
and Northern Irel~d; 

Government or tho United Stat ee or America; 
Government or the Netherlands; 
Government ot Norway. 

It eh!lll 
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I~ eh~ll be. open t o t he me~bera or the Exoout1vl Board to 
recommend to oontrftot1ng Govornoonte add1t1one t o the membor­
eh1p or ~he Executive Bonrd ~• o1rcumet~nooa m~y require in 
ardor to p~omote t he ottoot i ve working or tho central authority, 

8. Each cont r acting Government not r epr eeented on the 
Executive Bo~rd eh~ll be ~preeented by ~n fteeoo1~t e oember who 
ehall be ooneultod by , and enti t l ed to attend oeetinga or, the 
Executive Bo~rd or ite 3ranchea on c~ttere affeotln! ahipa under 
tne authority or tb~t Government, or on =attere atrect ing the 
oupp1y or ahlpa tor the t erritorioe under tho authority or tb~t 
Governsent. 

9. The Exeoutive Board and its Branohee lha11 proceed by 
agre ament among the me=bera. There shall be no Yoting, 

, 10. The deo1eiona or the Exeouti ve Soard a rtecting the 
ehi pa· under tile author1ty or any contracting Government slv\ll 
be reached W1tr. tne ooneent or that Government, acting 
tnro~h its repreoentative on tbe Executive Board or through 
ita aaaoc1ate member, •• the case cay be. 

11. The ii:xecut1 ve Board shell be the duly author1aed 
bod¥ tor tr.e purpoae ot paragra?b 9 or the Agreetent or. 
Principles, but it ie underetood that no deo1 e1on r~acbed 
under that paragraph by the ~overn:ents re pretented on the 
Executive Board abal1 impose any new or greater oblisa t1 on 
on any other contracting Go vernment without ita express 
oonaent. 

12; A Planning Commi ttee shall be ee.t up to begin work 
in Londpn_aa ,con Aa ooaaible arter the a1gnature or the 
Agreeme nt on Pr1noi ol ee tor t he purpos e of working out on 
a basis ea tieractory to the contracting Government• the 
4eta1la of tbc ~•ohinery requi red to enable the Executive 
Board to d1echarge ita runctions, i ncluding the f unctions 
under paragraob ? ( r ) , Any contrecting Govern:tent a:ay be 
repreeented on the Planning Co~1ttee. 

13. ?he ~xeoutive Board shall have the t ull use of the maot 1nery and procedure of the War Shlp>ing Ad=inistratlon 
and •Hnietry ot War Tranap~rt in order to ~ void dupl1oaUon. 

14. Tne oontrftOting ~overnmenta anall nominate their 
repreaentativea on tne Planning Committee to tho Governments 
at the United States and the United Kingdom, aa aeon ae 
practicable . They ahal1 also eo nomina ta their r epresen­
tatives a a mombera or aa aa.oc1atc cembora or the Executive 
Board ae the caao ~Y be. •he ~vernmenta ot the Uni t ed 
Statee and tbe United kingdom ohell be roapnneible, in con­
eultat1on wttll tne otber contracting vaYern:ente concerned, 
t or determ!nlng tr.e date ot coming into operation ot the 
central autbor1t1 in accordance v1tn paragraph 7 Ia) or the 
Agreement on Pr 1nc1 p1oe, 

• • • 



ICEn' D-1!~/« 48 
(Ct. D-11 and D-49) 
hpte•ber 20, 1944 

TENTATIVE Pl'lo<HWC P'OR DEALING •ITH IN'l'ERNA'l'IONAL CARTELS 
(AI approved by thl Executiv• Committee on Economic 

roreicn Policy on Bepteab•r 18, 1944) 

1. The United State• 1bould advocate, 1n dliOUieiona with other nat1o11a, tbl adopt1o11 ot a coordinated progru 
b7 wbiob eaob naUo11 lm4ertau• to pl'CJI1bU thl 1101t 
r::l~1otlve o.rtel ,..otlOII WhiCh burdln international t • 

2. Int1rnatio11a1 convention• and national law• about 
patentl, trade marke, and oo~an7 organizations ahould be ... 11414 Gl' IIIPJ)leMnte4 to Illite aueh reatrlctlve 
cartel practice• more difficult. 

~. Proiraal involving i11ter11ational regulation ot trade 
or production undertaken tor euch purpc1e1 •• inter­national eecurit7, oonaerYation, an~ public health 
and morall , an4·1n 1\eallng under certain preecr1bed 
condition• with the correction ot baaic economic 
maladJultMDtl ehould be agreed qpon by the govern­
MIItl rether than private intereeta. 

4. To facilitate the developMnt and adainietretion of 
thil program, there lbould be e1tabl1lhed an Intel'-
national Office tor Bue1ne11 Praotice1. · 

COJQ!H'I 
the•• propo1al1 are ball& qpon ooaolullonl that the t:rp1Ml Uf'eote of CIU'tlll are to reduce output, r alle 

1114 ltabW&e ltllllll pnoee, 1aol'llle pi'OfU al'lrlBI, 
1"141&01 aplOTMDt 1 llld pi"'teot hlP COlt •tllbll"ll an4 that 

t!Uia p ... -... _....-.. S197t 
........... P!Wo'"'"--
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throuch euch act1v1t1ee eartele ~uoe e.plo,..nt an4 1nv,.t81nt opportua1t1ee,_ ~n4er ~bl development ot l1~eral pol1c1ee 1n 1nternat1on~ trade, 4elay the re­a4JuetMnt ot 411locate4 1n4uetr1111 IUIC1 eo•tS..a thwart nat1onal polloln or ""' ae the 1netruMnt ot aggreee1ve gov.rnaentl. The clal•• tMt oartele bllp p:reeerve balance ln 1nterDat1onal p&JIIente ell tMt the:r oan help eolve problne ot eooiiOIIlo rNIIJuat-.at .,. 1'1Carde4 ae Wltounde4. 

lt 11 reoo1Jllae4 tMt preeiUI'tll to orpnl&e O&J'tell arlee l n lars• part t:roa 4epreee1one, trade barrlere, an4 unbalanoe4 OYII'-I:IIP&ntlon ot part1cular 1n4uetl'lee, an4 tbat the IUOOHI f1t a PI'OIJ'III 41recte4 aga1n111 cartel reetrlotlone .uet 4epen4 ln large part upon IUOOIIItul p6110111 tor oop1ng With IUOh .. ttll'lo 

/ 
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A TENtATIVE Pl'IOGIW\ fOR DEALING WITH 
JlftDIIATlOJAL CARTELS 

I. 8TATaa:NT Q! ,I!!! PROBLEM 

A. Jlature 2[ 9arteh 

Oartele arlee tro- a deelre to increase profits and 
to avo14 oo~etitlon which tende t o l ower orioea, reduce 
protlt IDII"Ilna, threaten the ex11tenoe ot hlgh-coet "Pro- · 
4uoere, an4 41a1nilh eetabliehld O&'Pital valuee. A oar-
ttl it a kind of trtat7 of alllanoe between economic 
rivala. It dote not oompletel7 eliminate their rivall'J, 
but lt doea euppreae oertain foraa of rivall'J, ohleflJ 
thOle vhloh reeult ln price oompetltlon. In41vldual 
flrlll oont1Due to eeek thelr own upaneion and "Preferment, 
but they do eo throu,h etrlvlns for larger relative "Pro­
duotlon quotae, control over patents and teohnologloal 
auper~or1t7, and througb eeourlng political euooort tor 
extending thtlr r ee'Peotlve epheree of influence and con­
~1. Like 1D7 •reatr ot peace, a cartel ia not "Permanent 
and ma7 slve war to the more vlgoroue fome of eoonoaaio 
rlvalrr lf one or 110re of the "P&rUoioating fil'lle feels 
atrong enough to bear tamoorar7 loaaea or reductlone of 
proflta ~n the booe of achleving greater long-run advantagee, 
or lf 1t feels eure of adequate governmental backing for 
lte aggreea1ve ool1o1ee. 

Cloeel7 related to cartels are large i nternational 
trueta and oomblnee. Within any one of these, unified 
control ~~ reolaced competition. In aoaae 1nduetr1ee 
eeveral large ooablnea ~ve eatabl1ehe4 their oredomin­
anoe 1D ·var1~u• oarte of the world and ~ve aPaoo1ated 
theaaelvee ~ugb J~1Dtly controlled eubeld1ar1ee for 
operatlone 1D other 'f)al'ta of the world, .thereby el1m1nat1ns 
OOIIPatltlon 'ln a larre portion of the world market. Kore­
over, aa ooab1Qat1on 4eoreaeee the numtier and lncreaeea 
the alae ot boalneee · unlta, oar~el agreement~ ·among the 
re•1a1ng ent.,.,..iaea art eaaler to tora and ·malnta~ •.. 

!bla ~ran4ua deale prlaar111 with policy ln re­
-"' ot oanela rather thaa oollb1nte beoauee •aauree 
MA ..-e rl;ltily be toMulate4 tor oontro111ng the 

aotlvltlee 
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activitiea or cartel• thPn tor controlltn& truete and ocabinee. Certain ieeuea aaeooiated with reetrictivt prnctioee b1 combines are very e1ailar to thoee raised b~ CArtel activities; aDd aeaauree are or couree deeirable to prevent buelneee groupe t~• acooapliahlng through comblnatlon what they are forbidden to accoaplish by oar­tel aareeaente. A eeoarate m .. or&DdUII will later deal apeoitioallT With probleae crowlnc out or aot1Yit181 or oaabinea. Reference ie -.de in tb1e •••orandum, however, to the eztene1on of po11c1ea ooncern1ns oartela to severn OOIIblnea •• well. 

J, OptratlOn! g! 0Vttle 
In tbelr atteapte to aa1ntaln or 1noreaae pror1te, oartele encace in a Y&rietT or pnot1cee. The pattern tor each cart el oon!1eta of a OOIIblnation or praotioea adapted to tlt ner-Obaas.'JW oon41Uona. '!'he aoet tre­q~~e6t of theae praotlcee are tbe partl Uoning or ezolu­e1Ye t 1elda of 1n4uetr1al aot1v1tT (e.g. , the Standard 011 - I. G, Farben "d1Yle1on or tltlda agreeaent• or l92e); 41Ylalon or aarkete through asrt•ent tO allocate trade territory (e.g., Dupont - laperial Chemical I ndue­t r ies agreement tor sharing world aarkete); allocation or production or export auotaa through agreeaent to eet abaolute or relative lllllite on mounts o t soode produced, eold or exported (a ttandard device or the International Tln Cartel); reetrlctione upon new productive capacity (characterietlc or the cartel arrangement• among nitro­gen producne); end t1x1ng or price a and terme or sale (well llluetretec! by the Intarnl'tlonal Al1111lnum Cartel). 

fheaa devlcea aay be laplemented by acme term ot 41reot agraeaent, by the terme ot pat ent liceneins con­tracta, or by etoOk part1c1patlona and Joint control ot aube1d1ary t1raa. . 
Cartall have enJOTed, aoreonr, 1011141 degree ot SO"­el'IIDent protaouon or luppol"t. loaetllHI, indeed, pnrn­.. nt aeal etenoe ..... to haY& ~a an• • •••nt 1al r equ1e1te to the to,..t lon aa4 oonttau84 e&letenoe or etteot1Yaneae of 1ntel'll&llona1 oartll ~•·· loth the un &lid tbe l'llbblr oartell oleal':b' 11810111 1n WI oatecorY. Tacit 10"11'11118nC ael8nt waa CiYen, flal'1lllll'llare, to aa1tar acre•­MAte of a oart;el Clhal'aohl' ..ae l a tbe inter-war peri od aaonc u. top -faotiiJ'UIC aeaaol.a'UCIDI or Clel'llall)' &Ad 

• 

• 
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France and ot ~an7 an4 England, f ollowed after the out­bre&k of the preeent war b7 a elmllar. aa'l'e•ent tnvolvlng aeeoolatlone 1a Enclan4 and rranoe. 
·c. ltteote .2! Cartel Op!J'eUone 
The tfteote of cartela 11&7 be olaealtled eei (1 ) tboee wh1ob atfao't Jll'~l7 ca. oanelhed· lnduatry lnoludlng Ua ouat~~~~ere, w1ore11, ·ana. ·aapl"O}'tra.r an4 (e) thoee whloh atteot w14,r IJ'OIIpe up to' lJf4 ~ncutallng nat1ona an4 the lntei'II&Uoaal ~tr ae 1 wbole. 

1. gteou .2!! .9! eartellze4 Illduitrz 
the fo110W1nc efteote .. , be ~tllne~ aa ot praot1oally un1Yere~ ooourrenoe 4ur1ng the ooatlnuanoe ot a cartel qre•ent:a (a) re4uoe4 output; (b) h18her eelllng prloee: (o) higher profit •ara1ne; (4) reduced emplo~ent: (e) oro­teotlon of hllb-ooet: producer ma11bere: and (t) core etable prloee fOZ: car.el m•btre. 

:It lhoulO be noted, however, t:bat when a aubetantlal number ot entar,rleae partlolpate ln a cartel, 1t 11 often eubjeot to lnteralttant breakdowna. During tboee per1ode pr1011 an Utalr to 4J"Dp abarpl7, output Md ell!plo:rment to lnoreaee, "anO protlt margine to sutter. The auooeaslon ot oontrol and l oae of control •87 well p~uca greater 1netabU1C,. 111 auoh l n4uatr1Be than wouli! have oreva1le4 wlthoit tbe bartel • . '""·" 
l'riquant.lr, .but• IIOt Unl.,..raall7, cartel I retard the . rate ot ~tohno C)8.toal Pl'OP'IH, ,\Jih1b1t or 11111 t the 1n­tro4uoUon ot DeW .lnYentione, aO! obetruot the ratlonal1-M.Uon ot protuctton. On tbe ot.h11r hanO, ther 111&7 aotuall:r e~~te the 1htlrobanll Of I01ant1f10 and teobnologloal l4'p ill eUuaUone lbere tbll'!t would ot.herwlae be a AtrOQC tea!'tnDJ " '1_,..07 and IZOlllelYIMII 1D pard1ng 1nduetrW JII'O"•~•· !Mea contrarr ettao'• wUb J'lprd to t~ otwa obHnable u o• 01! tJw .... IIIIZ'•· .. ..,. rmu.oAa ~._, ltallltard ou d z. Q": ~ ~ •* a ••• ~ ~- produoe olo .. wor:IWfa ,..., • 'IN w• no w tllf"11ior11' • ,...., .. t ~~·t.•Uo~; Wl._ ,.f.YA4UII• to both \ U.. 1iii ie~M ~enUOile o;ten At l •• ,,,,_ot Wl4 111 "011' or rei1&'10,1JII" 

.... ~... OJ' ~··· 
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2. Etteots 2a Wider Groupe ~ Communitiea 

Experte are by no meane asreed upon all the wider 
etteota ot oartela, but it ia poeaibla to indioata briefly 
some ot thoae wh1oh are generally rasarded as lese oon­
troveraial. 

a. 

Oartela toetar and propagate a general bueineaa phil­
oeophJ ot reetriotloni... !hrougb raatricting aalee op­
portun1t1ee b7 bi&her prioee, reetr1oting production, 
and reetr1ot1ns the expane1on ot oarteli&ed induatriee, 
oartele contribute to the d1tt1oulty ot aa1ntain1ns em­
ployment. Th1e 2'eeult 11&1 be enhanced to the extent tbat 
oartele inoreaee profits ae a ahare ot total income. An 
1mp0rtant aohool ot thought 'be11evee tla t a larger lbare 
ot prot1te aeane a greater relative amount ot aaving, 
part1oularl7 corporate eav1ng; ln the abeence ot e:Kp&nd­
ing inveetaant opportunitlee, auch eahancement ot eavinga 
e.xerclaea a depreaaive etteot on eaploym&nt, and th1e 
etteot 11 likely to be accentuated by restrictive practices 
ct cartell whloh limit opportunltlea to invest. 

b. Jgndranoe to Liberal International Trade 
oilcy -

In the international field, cartels impose by pri­
vate treaty artificial barrier• to international trade 
which give rile to international trictione and dieputee, 
dieturb the oouree of •ultilateral trade, and reetrict 
opportun1t1ee tor 114<'it1onal 1nveetllent. By reeervlng 
the Qarkete ot ooloniee and mandatee to produoere 1ltuated 
in tbe iaperlal country, cartel• alae constitute a torm 
ot trade diaorlmination. For th••• rea1ona cartel prac­
tices are ln oontliot With .mea1uree to 11blrali&e inter­
national trade poliof. 

o. lntluenoe on In!trnat1ona1 !!:!9 and 
&~~iii~ziDl=:e: 'i!!Df!e 

InC.I'IIaUOIIal oartale alto atteot the balance ot 
trade an4 tbe balanoe ot p~nce ot Cbe Y&r1oue ooun­
Crlee Wblola ere ooaoerna4 ele!aer u ~re or u eellere 
ot oarte11ae4 procluote. fh11 lat1unoe 11 ezerclte4 

> 
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through both pr1oe and quota allooat1on po11otee, and 1e moat a1gn1ttcant 1n a tew oaaea 1n wh1ch a national econ­omy reet1 heav117 upon the exportati on or one or two oom­mod1t1aa. For axample, ·on the one band, Bol1v1a depends to a oona14erable eztent upon tln ezporte t or tore1cn exohanre and publ1o reven~e. The aa1ntenanoe or the t1n cartel 1a ttlel'efore a aauer ot national 1nterut to Bol1v1ana. 011 the otber band, oartele 1n the ohem1oal and ethel' lD4uatr1ea aaravate Bol1v1a1a balance or tra4e 41tf1olollt1ea by aa!l.ntain1ng h11h pr1oea upon 1aported oom­ao41t1ea and b7 prevent1QS eo far aa poaalble the 4evelop­sant ot aanutaoture 1n Lat1n Aaer1oa. 81noe var1oua coun­tr1ea w1ll probabl7 be ln urgent need of foreign ezchanse attar tbe was', 1t 1a reaeonable to expect that unleaa aore oonatruot1ve Mtho4a ot oartel oontrol are a4opt~, there w111 be pre11ure troa 10ae goveraaente tor cartel1zat1on ot their pr1no1pa1 exporta, and that euoh pre11ur8 w111 be a cre v1101'01l8 when lllporte into auob oountr1ae are alae cartel1ze4. 

d, B1114ranoe _!2 R!adJuatlllenta 2! Markets 
Oartela often are uaa4 aa devlcea to cueh1on the 1apaot or aer1oua eoon0111c dlalooaUone. The ouah1on1ng ettact 11 dea1r.ed to benetlt pr1u.r1ly the tlrma 1mmed-1ately atteote , but aomet1aea wldar groupe are &110 1n­d1rectly aa11ated, at leaat troa a ahort- run po1nt or v1ew. !be aoat ob¥1oua type of ouah1on1ng 11 that under­taken bran eetabl1ahed croup to protect 1taelt aga1nat the 1nvaa1on ot 1 ta aarlteta b7 new-oomera. The beav7 1nveetMDta ln war pl&Dta whloh have been oade 1n the prlnclpal belllprent oountflee have expande-' the pro- . duct1ve fao111t1ea ln aanr 1nduatr1ea to an unprecedented 4•11'8•· a.sura to peaoe-t1aa pro4uot1on la therefore llltelr to call forth umaaual •ttorta b7 11tabllahe-' groupe 'to a1nta1 .. new o~t1t1on 1n their aarltata. 

Rai4Ju•aant ot uuo* tronUeiY an4 erection ot n&JI national bu'Z'l.ara ~ tr14e, auab M tollowet' the )eaoe ol 1818, ...a a • ...,, .. ee11a1al1ahe4 aarketa ot a&n7 proluoera ape t.pel ~ to aeet protective reatr 1c­t1ona upon IUI'ltet areae 'e \1¥17 bope to reta1n or 1nvl4e • .eaob ottntUill 11eouou .., be Hlllht elther 1n fU'JIIv tN4e Jlllntl• or 1n OU'tll qre•e.nte, or 1n Jo-. .. fbe prout.-.noll o~ oartele 1n OelltNl llzl'ope 
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following World War I wae partly due t o efforta to oush1on 
such eoonomio dialocatione. In euoh oaeee the cartel and 
the tariff have the etteot ot freezing exieting conditions 
in the industry; at the eXpenae ot high pricu and tech­
nological backwardneae, the threaten-a producers attempt 
t o diminieh the rigore of what il at beat a very painful 
prooeaa ot adJustment, It, attar the present war, trade 
barriers are allowed t o t.pede the flow of o01111111roe aoroae 
national frontiers, it it verr likely that a cartelization 
movement Will obtain the tupport of Olrtain government• a• after the laet war. 

e . Political Ffteote 

The political effeote of oartele are aubJeot · to heated 
controversy, but four points at any r a te seem beyond dia­
pute. Firet , oartele necessarily imply t he organization 
ot producers , and orsan1&ed groupe exercise more political 
influence than unorganized groupe. Hence cartels neoeee­
arily etrengthen the political poeition ot cartel1zed bus­
iness &I against unorganized bueineae and the rest of the 
comEunity. Second, the national interest is frequent ly 
asserted to be, and aoaet1mee actually ie, significantly 
involved in the euoceee of a national group in an inter­
national cartel. Governments find themeelves, ther efor e, 
under preeeure to come to the support of their own busi• 
ness groupe. rh1r4, cartel policy often rune contrary to 
t he policy ot a national etate, and under euch ciroumstancee 
may, in eome cases, even circumvent or nullify national 
polioiee. Fourth, when an aggressive government undertakes 
political and industrial penetration of other oountriee, 
oartele etten afford a convenient means . 

Like all barrier• t o the expaneion of trade , cartels 
help to prepare the eoil in whioh aggreeeive ideol ogiee 
and movuente eink their roote. 'l'he lazi deaand tor 1Lebenerau• , tor eltlllple, found Geraan bueinua aan an4 
Geraan workere reoept1ve l&r~al1 beoauee ot the exoeee 
productive o.paoitJ and un-.ployaent whioh tbe .onopo11et1o 
etruo'ture ot Genaan 1A4uet;ey M4 done eo .uoh to create. 
It tOWII cart~• oonveDleQt 1nttl'\lllente to uee t or an 
~&greellve coveruental purpoee. But thte 11 a different 
matter froa Gh&rS1ns oartele wttb d1reot1J inoit1ns ~e•­t10D, MDet r~eeentatlvee of oartel1 are no doubt tlnoere 
whll\ Ullf proteet tllat, far fi'OII 1M1t1ftl &IIP'IIeioa, tbey 
favor oooperat1on behelD bualneee MD of different ~ 
trlee. 

• 

• 
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II, OBJECTIVES 2£ ~ PROOlWl m DEALIIIG!!!!! CARTELS 
The foregoing analya1a of ·the nature and ettaota ot oartela 8UII88tl that the obJective• ot A oartel policy ahould be 011 ·Ule one hand to el1lll1nate the reatr1ot1ve and 1nJur1oua praotloea ot oartela, and on the other hand t o a~taok poaltiTelJ the verr real eoonom1o problema whloh, 1t lett unaol'Y..S, generate atro111 prea8ure tor oartelha­tion, The two aapeota ot t h1a polior are oloaelr inter-4epen4ent· illilfe4, ~ ta1lure to lldopt poa1t1Ye .. aaurea would aerl~alr Jeopardize the ohanoea ot eliminating ro-atriotive oartel praotioea. • 

A. lli•ig!tion 2! ft!atr1otlva Praotlcae 1 

·. Th~ae pr,aot1Q81 whloh are 1enerallr agreed t o be 1n­Juri9UI and in4etenaible trac the publ1o etRndpolnt include 1iM folloWing, · allooat1111 II&J'Itate, reatr1ct1ng output · or exporte, tlltiftl pr1oee •1ntainiq uneconomloally high-coat produce~ and hindering the 41aaea1nat1on and uae ot teohnolOCl 'ltnowle4se. ll1lll1nat1on ot theee practloea would limit the art1tic1al ~ieing of protlte a~ the expanae ·of other lt1n4e ot 1noome, 'a pJ'OCeBB which contributed to the 4itt1oultr ot -1nta1ning the general level ot ..PloJment. It would, moreover, leaeen the poli­t ical danger• ot private and undemoorauo tor llllit1on ot f oreign pollor. It would alec aupplement ot her 11eaaures dea1sne4 to 11beral1&e lnternat1on&l oommerolal policy and reatore the multilateral character of world · trade. rinally, the ellalnation ot reatrlot1va · oartdl p~otloea WOuld abolllb private tred.t 41eor 1a1nat1one bleed on t he rel~atlon or marteta ot ool onlea and mandatee t o pro­ducers .t.t1Uite4 1n the 111pei'111l cou11try, . . ' . 
8,':1, !h1oh Generate lreeaure 

fhe obJooUve~ of a O.a"tel priiF'•• ln thla reapeot 1boul4 11e I' l.eut , ... ,~ : ·-. 
1. !l ,.,....'" st ke!!l!Ol011oa1 • 
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to secrecy end exclusiveness 1n the development and util­
ization or new ~nd improved processes. To the extent 
that thi8 i8 likely to happen, it would clearly be desir­
able to provide alternati ve manns to continue the inter­
change and development or 1nduatriP~ technology. 

2 . Resdiustment8 ot War-expanded Industries to 
Oivi ian Deman!i -

Severe maladJustments in particular industries may 
give riee to urgent, it transitory, need tor mea8urea ot 
reRdJuatment. In the 1mmed1ate poet- war period th1a 
problem i8 likely to ~t&8ume unusual 1mportlllloe. Although 
little CAn be aaid tor the etteotiveneaa ot cartels in 
dealing with such exceptional problema, lack ot any well­
considered international policy 11 likely to evoke cartels 
Just sa 1t evoke8 governmental trade barriers, ae 8ymptoma 
ot a di8treaa which demands aome remedy. The •8olution1 

ot such r eadJustment problema Which i a otrered by cartels 
ia really no solution at all, but rather an attempt t o 
avoid the problema or postpone their moat disagreeable 
etrecta . Indeed, as 1n the case Qlgovernmental trade 
barriers, the net result ot such •eaaurea may be to aggra­
vate and prolong the basic oondition8 with which it 1a 
sought to deal. In nearly avery case, the basi s or the 
dirr1culty will be discovered to lie in the existence or 
excess capacity 1n certain industries. The real problem 
is to divert the surplus resources out or the artl1cted 
indus try and into other branches ot produc tion tor which 
an adequate demand, either domestic or export, exiete or 
can be developed. Cartels by their very nature cannot 
even begin to provide a solution or this problem. They 
are confined to individual industries and cannot taka an 
over-all View or the economic problems ot a single coun­
try, still lese ot the international community. A truit­
tul apnroach to problema ot th1a kind must 1nevi tably 
transcend t he eoope ot any conceivable cartel policy 1t 
the latter is underatood in the narrow sense ot measures 
epeo1tioally concerned with cartele and their practices. 
But a1nce ta1lure to cope with IUch problema muat Jeopard­
ize the aucceae ot international policy toward oartela, 
emphaa1a ot -the 1llportM08 ot aolv1ng, or a t leaat a i ding 
in the aolut1on ot tbia ver.r import ant range ot problem• 
11 regarded ae a leg1ti~ta adJUnct to a cartel program. 

• 
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~~ ffzfe'{l%~fiij}to&tffe~ Regedz 

Countr,ee are frequently confronted with a d1ff1cult problem 1n the tol'll or "r1oue unbalance 1n their 1nter­llllt1onal P•JIHnte poei t1on. It i1 10aet1Me alleged 1n IUpport ot oartell that the:r provide a uee1'ul and effec­tive device to ae1iat in the eolutlon ot th11 problem • .la a g&neral propoa1t1on, thll IUgeetion 11 not pereuft­alve becauee in .oat oaaea there 11 littla reaaon to be­l1eva that oartela hllva contributed nuCh to the eolut1on or auoh problema. lv1n VUh ragar4 to a lingle colllll041t;r, a cartel arraar.-.nt benet1c1al to the pa:r-nta poa1t1on ot one oountl"f la lUrel:r to be detr1Mntlll to that ot another. Bence, the .ore generall:r the cArtel a:retem 1e appli ed to ooamo41t1aa mov1ns i~ international trAde, the l e81 l1lt!l;r 1t 1.a thllt an:r a1ft8le COWltr:r ¥111 derive · illportant benefita troa ito Vllat ia ga1na4 in the Vll1 ot higher pr1cea tor exporta i1 lilel:r to be ot~aet, at l eaet in p~trt, and perhllpe more than otfllt , b;r hlgher pz"i"Ma t or i~ort1. l'urtheJ'IIOre, 1 t a!!aa clear t!lat oartela inhibit Qa over-all upanalon of trade an4 IIIIPlo;rment which alone can provide the neoe1aar:r baotcroun4 tor a general eolution of thl ooapl1cate4 and interdependent _balence or paJ81nte prcbleae ot all the countr1ee vh1ch make the internat1cnal econoa:r. levertheleal, where a countr:r' e balance ot pa:rment1 11largel:r dependent upon a lingle coiDID041tJ, and through c~~rtel11at1on the u1at1ng upo"'!'t marlet 1W th1a cCIIa04lt:r hal been protected, the di1~pearance ot the OIU'tel u:r involve dift1oult1ea 1n the 1uoornational pa:rment poeition ot the countr;r. Under auch o1reua~tanotl 1t aa:r be 4tlirable tor ~thlr govern­Mnt• to prov11e tiii)OI'U7 a14 1n financing 1Jiporta and to ae111t in the levelopatnt ot alternative nationAl under­taking!. 

C. lpS""9J'C"P''1 Mrt"'DSI 

llhou14 • 
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ehould be recogniled that under certain prescribed conditione etill to be formulated intergovernmentAl agreeaente involving the regulation of trade or production in reepeot or certain co .. oditiee may be warranted. 
III, RljCOJI!IiNDA'l'IONS CONCp!fi!G i CJR1EL PROOfW( 

'l'he foregoing diecueeion ausreate thRt, in the ab­aence ot a conetructive program, v~r1oue tJPe• or indue­trial ~114JuetMnt •t SIDII!rate etrong preaeure tor in­t ernat1.Pnal oartele either v1th _.without governmental eupeniaio.n. In aome olrelu theN ie a t endency to b~lieve tb8t, under soverD81atRl eupervieion, intern~tional c~trtela J11Pt be oonverte4 into uaeful inatrumente or pub­lic policy o..pable ot dialing ettectively with the indue­trial mala4Juet .. ate under oonelderation. 'l'h1e belief INit be NJeote4. !he luropean e:a:perience of c11rtel regu­lation hAe been both eztenaive and unhapp:y. Attempts in v•rioue oountriee at peruental control or bue1neu policill with reepeot to production and price have revealed a etronr tendeno7 tor tbe prinoiplee and dme ot the regu­late~ group to become tboee ot the regulating authority. In the intlrnational t1eld, where the added pouib1l1t:r 1X11U Of planq govel'lllllntl ott &Cainlt each other, there can be l i ttle doubt that government regulation would be even leta et~ective. It doee not, therefore , appear practicable to eet up a cartel program in terme of regu­lating certain praotiou Vb1le e::~oouraging cartel• to pro­ceed alonr conetructive 11nee. · 
It 11, in tact, · neoeeear:r to attack the problem from another angle. 'l'he meet promieing approach il believed to iac!Qde the tollovinr atepe: (a) a eeriee or meaeuree deeirae4 to el1ainate reetrictive cartel practicee in in­ternational trade; (b) provieion tor reeearoh on a baeie Whi ch Will make a larter portion or new technology videl:r available tor bueineee uee; an4 (c ) provieion tor govern­Mntally or1cinate4 and controlled agreement• in certain caeee 1n vb1cb the public i ntereet require• limitation or regulation ot vo•ld trl4e. 
!heM taaree ~~&~Pat~ ttepe are oone1dere4 below , and appropr1ate maoh1Jlery l'or action 11 brietl:r eugeeted. 

'!'hie 

., 

• 
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!hie memorandum Also polnte out the relat1oneh1p or the 
proposed program to 111uur11 tor correcting lnduetrhl 
aAla4Juatment1 And d1f'1cult1e• ln the 1nternAt1onal bal­
ance of' pa;r~Unt•, and to broadel" ~~eaeura1 tor provld lng 
tull e~lo,.•nt. The aucc••• or tho•• meAiure• would, ot cour11, reduce the pN1eure1 toward c11rtll1&at1on. 

A. lltetnotlqn At Up4tt1rtblt Csrt•l ltrtqtt 

loth1nc in the pr6po11d program toward. cartel• h 
4ea1gne4 to prohibit asreeaenta between bua1ne•• enter­
prlaea VI»D tM acre-ntl do not involve reatrloUve . 
aaaeurea. Reatl'iotlva praotloea, however, llbould be pro­
hlblted, Ul4 patent Ul4 tra4e-aark lava ab0ul4 be IIOdltled. 

1. P£2h1b1t1on at Re•tr1ct1yt lragtlc•• 

Prloa ttalnr •• 4~v1aion o~ tielde, auota a11ocat1on•, 
41v11ion or market•, and ala11ar cartel praot1oea ebould 
be prohibited b)' goveMIINntl. 'fhe prohibition abould be 
1nternat1onal 1n aoope. &aob eount1'7 partiolpaUns 1n 
the propoaa abould undertake to enforce tbaee prohibitor)' 
proviaiona on bueineee tlra• vbich operate under ite Jur­
ledict:ion but Vhlcb are elllfqed in 1nternat1onal trade, 
and abDul4 undertAke aleo to aal11t other oountr1ea in 
their etf'ort to do eo. 

luppla .. nta to thil memcran4um w1l1 1et forth more 
expllcitl)' the t;rpea .or &~N•enta between buaine11 enter­
prilee to be prohibited. Prov1a1on v111 be aade, more­
over, tor ... ndaent to the1e detailed 1tateaent1. in the 
11rht of &l~Ptrienee. All)' privllte agreeaent not tbue ea- . 
pllc1t17 prohlb1te4 vtll be PNIIIlllled to be pel'lll118ible 
in ao tar aa i' la oonaiatent vith the national lava ct 
the varioua ;&varnmenta Vbich have Juriedict~on over it. . . . .· 
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Such reg11trat1on might be vith the goverruMn11a or the varioua participating countriea or vith an inter­national arancy euch •• that auggeated 1n Beoti9n IV or th1a MIDOran4u. 

MBaaurea to prevent or limit a~lar practicea by 1nternat1on"l true til or oo·mbin .. , and to reg11ter auoh enterpriaaa aay alae be dea1rable. 

2. lfo41t1gat1on .2t Patent AM Tra4e-mark LA!!~ 
Alteration abould be aada ot national patent and trade-~ lava and 1nternat1onal oonventlona eo that 11oena1ng oontraote aay no lODRer provide l egal cover tor vhat vould othervlae be pi'Ob1blted aiJ'A•enta and eo that tecbnologloal tlprov .. enta .., be more aooaaa1ble. 
1. lmiQtlgp .Rt Rtttar« 

'lbere 11 41tt1oultJ ln eatablllb1ng nev enterprllee 1n ao.e 1n4uetr1ea tbro\llbOut the vorld and 1n developing the 1n4uetr1ee of non-1n4uatrlal nat1ona beoauae so .uch or .odern taobDolOSlcal deYalopment 1e concentrated 1n a tev enterpr1aee, exobanged v1th others on a reatr1ctive bas1a, and ~rroundsd vltb asorecJ. Mere termination or reatr1ot1vs oov•nante baaed UPOn patente will not be aur­ricient to overco88 thia handicap. It ia neither reaaible nor dea1rable to prevent the continued private enjoyment or the reaulte ot research 1n 'tba great induetrial research l aboratcriea. But 1t 1a poae1ble to 1noreaee the portion . or technul011 Vbioh ia· open to large and emall conoerna alUce b;y atrengtban1J11 and e.xten41nr the r esearch and de­veJ.opMnt aot1Vlt111 vb1ch baYe already been Wldertaken b;r non-co .. rolal ageno1ea 1n varloua countr181 throughout the VQrld. Hence, a program to prevent reetr1ot1ve cartel precticee properly inolu4ee eatablie~ent 1D each .aJor producing area ot an 1net1tut1oR ~or eoientir1o and tecb­nloal reeearoh and d .. elopaent, euoh aa ia propoeed 1n a bill nov UDder oonai4erat1on by tba lil~ore C~1ttee, or adeptatloa of ezlatliiJ lnatltutlone to tba purpoee: ant eltabll.-at of iatei'SIIltlonel .. oh1ner:r f'er coopera­tion _.., ~~aoh •utlwttone to tba end that new teohnolocy •J beOOM a'f'&llaWle tar ••• b:r 'bualnel8 en.terprlllea aa W14e1J ul epeelllJ aa poallbla. 
C. lptercgyem•"'' 

• 

• 

' 
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c. IntergovernmentAl Agreements ' . 

The subJect o~ internAtional orgBni~at~on end pro­
cedure ~or deel1n~ with intergovernmental commodity agre~­
ments is under ~ideration by the Committee on Commodity 
Agreements which ia expected to submit a report at an 
early date. 

IV. Ke\CHitJERX FOR IMPLEJ.lENTUIG ! CARTEL CONTROL PROGRAM 

The program outlined in the preceding section is sub­
mitted ae a possible baeis tor discuss ions with other gov­
ernments. It 1e therefor e desirable to indicate briefly 
the maoh1rlle1'7 to implemf)nt the varioua proposals. 

A. Intarnat1onal .Conyent1one ~ Pract1cea 

The t1rat proposal, elimination ot reetrict1ve cartel 
practices, would b8 achieved by international conventions 
in which each government would agree to prohibit speci­
fied cartel practioee and would undertake to provide ade­
quate · nationll meaeuree ot enforcement . Necessary modi­
fications ot patent and trade-mark laws would also be 
developed by international agreement in the form ot amend­
mente to i nternational conventions tor the protection or 
industrial property and drafts of unitorm ol auees to be 
i ncluded in national l awe. 

B. Ip1ernat1onal Conyent1ona Rn Re~earch 

eimilar convention• ehould be devised to implement the 
proposal ~r the interchange ot i ndustrial teohnolog7 and 
tor research. Theee would p~vide tor the establi shment or 
designation ot domeetio research institutions to carr, out 
the program ot r e search and international cooperati on de-
scribed above. · 

0. lpternat 1gnal Ottlqt ~ Bya1neat Prao11Qtl 

To tao1l1tate 1ntersovefftalntal agreement• in the 
JDatteJ'e outUned above, and toJ' otheJ' purpoee,e, all InteJ'­
national 0tt1oe toJ' !ue1nete PJ'aot1oea lbould be e~tab-
11ehe4. 

thla 



rhie Office might aeeiat in the prevention ot un­deeirable cartel practioee b7 eerving ae a resietration agencr tor international arree•ente, by etud71ng the activitiee ot international bueineee organlzationa, apd bf inveetigatiAI allered oaeee or reetrictive cartel activitJ an4 reoo ... n41ng corraot1ve .. aeuree to the par­t1cipat1ng rovern.ente. lt •1gbt act ae an ageney tor the exchange ot pertinent teehnolocicel information, inaluding reeulte or govern.entallr-eporreored reeearoh, among the part1o1pat1nc ... ber rovernaente. It might develop propoeale tor more etteot1ve prevention or pri­vate reetr1ot1ve aaree .. nta an4 tor mo41t1cat1on ot 1nter­nat1onal paknt an4 tr..te-11ark u-anse•ente. Plane tor the organization an4 tunot1one ot the Ott1oe are being given fUrther •tudr· 

'· 
!be cartel po11or propoee4 above ehould be viewed ae an 1nterral part ot a broader pol1cr o" 1nt1!'111lt1onal action to pro.ote fuller production and emplo,.ant and to tacllitate the flow ot international oo .. eroe and trade. 'l'he fllnoUon ot a cartel progna, lUe that ot a program ooncerned With rovernmental tr..de barr1ere, 11 to re110ve epeo1tio obetaolee to the aooo~llehllent ot theee broa4 purpoeee. 

'l'he var1oue pol1oiee and prorrame .1n the eoonom1o r1eld ehOuld be o~le•entarr. '1'hl drag ot cartel re­atr1ot1one would be a han41oap to the 11&1 ntenanoe of h1gh levele .ot 1noome and emplor-ent, to the el1111nat1on ot trad.e barr1ere, allll to the de'l'llOptDent ot ueetul ware or deal1ng v1th lnduetr1al aaladJuet•ente and v1th unbalance 1ft national par-e•te. 11111larlr, the ta1lure ot prorra•• concerned with theee 111ttere would 1ntene1tr the preeeuree vh1oh evoke cartela. 
AttlrMUva atapa to br1ftr a'bollt hlfh l.evele ot 1nco.e ID4 e.plor-ent an4 to remove trade barr1ere are o~v1oualr appropriate oHJeoUvee ot Pl',ll'I'IM tor inte:r­nat1011al anlo.a. IIP•I" tbelr noo11a a 1111blr ll;lo:r­tut tor \M Ul'tel JII'OIIM1 tMJ req1&1l'e DO turtller 11101laaloa !len. 

It ,, ... 

, 

" 
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It ee..a 4ee1rable, how~ver, to point out that there , are poee1b111tlee ot uelng governmental pollclee tovar4 
ln4uetr1 to oantrtbute to the eolutlon ot 1nduatr1al mal-14Juet .. nte and unbftlance ln lnternat lonel paymenta by methode other · t han restrictive act ion. When there 11 a pereletent 41tt1oult7 1n mAlntAlnlng t he balance ot par­aente euch ae oannot be handled throu¢t an international aonetar1 an4 banking eratem, the ra.ed7 algbt appropriatelr lnolude a ehltt of reaouroee trom one export lnduatrr to another, eo ae to aate poeelble the aooulaltlon o f exchange on the l'8CIIllre4 ecale, and the develepment ot appropriate doaeet1c lnduetJOlee vh1ch can produce oo..aditlee to take 
tbe place ot laporte. 81a ll&rl1, the problem ot perele­tent and 1Ubetant1al exc1e1 capaoltJ m&7 nece11ltat1 the ehlftlar ot r .. ouroee, parUoularlr labor, l nto t1el -:t1 ot freatw ueet'lllneea. Such a llblttlDir ot reeouro .. 
pal e tor teohn10al abllltr and tlnanoing which eome oountrlee mar not poeeeee on a eoale ooameneurate vlth thelr proble... Therefore technical and financial aaelat­anoe on an 1nternat1onal eoale oan eometlmee racllltate 
4eel~le ree4Juet.ent. Neaeurea ot thl l k1ft!--eeaent1all7 baled upon teobllloal llleelone , 4nelepaent co111111111ona, 
and Snteraatlonal lo&n~--turnleb a conetructlve alterna­tlYI .to the cllarecterletlc cartel ettorta to keep drlng 
1nduetr1ee allve and to aelntaln trade balance• b7 re­etrlotlve meaeuree. 

Unueed axo .. e oapac1t7 ln lnduatry tlnda ita CllUnter­part ln IP'lau11:ural production 1n the ~ol'll of' re-
01d'l'lnt IUl'JI].ue production of' ocllll0d1 t1ea. 'l'hla pl'Obl81'1 mar &leo be dealt vlth bF aeaauree Mblch include reallocation 
of r .. oureee an4 the relocation of' producer• an4 vorkere. 
!o et~eot tbeee lhltte, teohnloal and f'lnanclal meaeuree •r be needed, the latter ln the tol'lll ot long-teN loana at low lntereat ntee. !belle aeaeuree a&1 eerve to aaalet p6orer OODtrlee to eetablllb nev lnduetrlee or IX»en4 
old Oftll, to reeettle and re-ecnup .poloultUl'll produoera tor tile a&ltlYaUon .ot oo :41tlee proii111DS better 1n­ooaee1 IID4 to npu4 Vder', t~tson, eleotr1o1tr, 
an4 nller bUSo NIOid'Oif ~ tbe dln'elepMnt ot ln4uetrr 
an4 apt.eul.tve. zat•..,.uonai •P••ata to u.s• taritt 
proteotloa, ==we~ .,.... "the• ...... tbd H~otw till poaltloa of M\ I*' I lao.-. _, ~oo 1le Medell• In or4er 

to otteot 



-16-

to effect a reallocation of reeouroee, h1gh-coet producer• 
ebou14 be eapoee4 to vor14 co~et1t1on. And to induce 
nat1on1 to accept euch espoeure 1n rupect of a co.o41t)' 
the)' produce at a 41ea4'1'antaae, there .uet be at hand 
the proapaot ot 1ncraue4 opportul\1t1ee tor ooao41t1ee 
vhlch the)' produce at an &4Yant.,a. 

\ 
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ECEPP D- 113/44 
(Ct. D-ll and D-49) 
September 20, 1944 l., 9 

TENTATIVE PROGJWC FOR DEALING WI'l'H INTERNATIONAL CARTELS 

(Ae approved by the Executive co .. ittee on Economic 
rorl1gn l'ol1oy on Bepteabtr 111, J.944l 

1. !he Vn1te4 ltatee ebould advocate, in d1eouaa1one with 
other nat1one, tbe adoption of a coordinated program 
b7 vh1oh eaoh nation undertakee to pr«hlbit the most 
reatrict1ve cartel praotlcea Which burden international 
trade. 

2. International convention• and national lawa about 
patente, trade aarkl, and coapanr organizatione ehould 
be ... 11414 or·auppleaente4 to ll&lte euch restrict1 ve 
cartel precticee .ore difficult. 

3. Prograae involving international regulation of trade 
or production undertaken tor euch purpoaea ae inter­
national aeourity, coneervation, and public health 
and morale , and' tn d~aling under certain preacribed 
condition• with the correction or basic economic 
maladJuatmenta ehould be agreed upon by the govern­
menta rather than privata intereets. 

•· To facilitate the developaent and adm1n1atraticn or 
th11 program, there lhould be eatabl1eh~ an Inter­
national Office tor 8ue1neea Practicea. 

COJOIEN'l 
'l'MII propoeale are baaed upon oonolueione that the 

typioll et~eota of oartela are to reduce output, ra1ae 
and atabi11ae ae111DS prtoea, inoreaae p~f1t aars1na, 
reduce -.loraent, u4 protect hlP coat mellbera: u4 that 

.... -
872 
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throufh euoh actl vltlee cartele reduce emplorment and 1nvee ment opportun1t1ee, b1n4er the devel~nt ot llveral pol1o1ee ~n 1aternat1onel trade del17 t&. · re­adJuetMnt ot 41elocated ln4uetl'lee, .~ eclll'tillle thwart nat1onal pol1oiew or 11rve •• the 1netru•nt ot acsrett1ve IOVII'IIIIIDtlo fbi ola1U that cartelt help pre11ne balance ln lntematlonal paJIItntt and that tbe:r can help tolve problnt ot eoonolll1o rea4Juatunt are repr414 •• untOUII414. 

It 11 reoolftin4 that preeturee to .orcanl&e oartell ar111 1JI 111'11 part troll 4eprelllont, trade barrlere, · an4 un'balanoed o•er-upantlon ot part10Qlar 1114uttl'lll, an4 that ~ wuooete ot a prograa 41rtote4 asalnet cartel rettr1ot1ona .uet 4tpen4 1n larll part upon WUCCIIItul poll0111 tor OOPiDI Vltb IUOh .. ttlrlo 
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A ftii'UfiV& PJIDCIIWl fOR ~DIG VITH 
JftiJIIIAfiOIW. CAR1'EL8 

A. h!urt 2t ptr!tle 

Cartel• ar1ae troa a dealre to lnor .. ae protlte and 
to aY014 OOIIPIUUon vtl1oJl tu41 to lower "Prloll, radvoe 
protU M&'llna, CIINatlll till ezlatllloe ot blp-ooet 'PrD• 
dvoera, All4 41a1allll aatallllllll! oa'PlDl Yalvll. A oar­
tel t.a a IWI4 of '"''' of alllllloe bltweu eoonoalo 
l'lftllo It doel IIOt =letllJ lllllloatl tbllr 1'1YalJ'1, 
'IN* U ••• ,...,.,, 111 tone ot rlnli'J', oJlllfl1 
tboll vblola relalt ln Jll'lOI OOIIpltlUon, InUYldual 
tll'ae oOiiUnve SO Hlk tlllll' own ~elon and Dretenent, 
1Mat til., to 10 ~- atrlYlJII tor lal'pr releUYI Dro­
daotlon _. .. ,, oonti'Ol onr patent• and teobnolopoal · 
IIIPII'lol'ltJ, and 4bl'olllll IIOVI'llll D011t1clll IIIDI)Cirt tor 
uten4111C Cblll' renaotilYI nber .. or lntluenoe and con­
trol. Lite 1117 troatJ or Doaoe, a cartel 11 not Denanent 
an4 •r dYe tlll7 to till llllre Ylprove tone ot eoonoalo 
rlYali'J' It one or aore or tbe oartlolvatlng tlrme teele 
etrong enolllh to bear teaoorar7 loeeee or reduotlone of 
protlte 111 tbe booe or AObleYlng greater long-run a4Yint•gee, 
or lt lt teele eure ot adequate goYetnaental backing tor 
ita aaar•••l•• oollol••· 

OloaelJ related to oartele are large international 
true c. llJI4 ooabln... illtbln a117 one or \beee, IID1tl14 
oontroi bae raolaoed oo~tltlon. In eoae 1nduetr1ee 
IIYII'al 'lep ooablnll b&Ye eetablllhld \belr uredoaln­
anoe 111 YU'l~u Dll'tl ot tbe 'WOrld and ban aPeoo1at14 
tbaaall••• ~VKb JollltlJ controlled eubeldlarlee tor 
operatlolll 111 otier parte ot w worl4, tberebJ ellalllattnc 
oa.pet,Ulon lA a lup ilortlon or w world wket. llotoe­
oYer, u ooll1»111at1oa .. 0 .... , .. tbl 11-"1' and llloraa'a" 
tbl dae of' 11ullle" wat.ta, cartel &gre~M~~tll a.o111 'Ill 
r•••'ll'lll •"'PP'llft ... eael.- to fOI'a and MlnhiJI • 

•• .......... 4lale PI'WU'~ Wltb 1101107 li ra­
epMt of Mi'te11 ntMr tlla11 ooalllllle 1leoau11 •••-• 
oan •re rlr'"J 'lie t•M1111at14 tor -ti'Olllq •• 

aoUYltl" 
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activitiea or cartela th~n tor controlling truata and 
combines. Certain iaeuee ateociated wt~ restrictive 
prncticae bJ combine• are ver7 aimilar to thoae ra1aed 
by CArtel activitiee; and meaaure• are or couree deeirable 
to prevent bueineee groupt troa accomplishing through 
combination what the7 art forbidden to accompliah b7 car­
tal agraementa . A taparate memorandum Will later deal 
tpeoificall7 with problem• growing out or aotivitiee or 
combinet. Reference il -.de in th1e aeoorandum, however, 
to the ezteneiOD or pol1o1et concerning oartel e to gov.rn 
o011b1nee ee well. 

B. Operatlone ~ Cart!lt 

lD Che1r attempte ~ .. 1ncain or 1noreaee profite, 
oartele enpge in a varlet)' of p ... ouo... !be pattem 
tor eaCh cartel oont1tte of a ooablnation of praotioet 
adapted to fit ever-ob•!f11111 oonclit1ona. The •ott fre­
quellt of tlwae pn.ot1oee are the part1 tloning of ezolu­
tive fieldt of 1n4uttrial aotiv1t7 (e.g. , the Standard 
Oil - I. G. Farben 1divit1on of f1elde agreeaent• of 
1929); d1v1eion or markets through agre .. ent to allocate 
trade terri t oey (e. g., Dupont - Imperial Chemical Indut­
triee agreement tor aharing •orld .. rkete): allocation 
or production or export quota• through agreement to eat 
absolute or reletive 11m1ta on amounts or goods produced, 
eold, or exported (a standard device or the International 
Tin Cartel); reetrictione upon new productive capacity 
(characterietic or the cartel arrangements among nitro­
gen producers); and fixing or prioet and terme or sale 
(well illuttrated bf -the lntern11tional Aluminum Cartel). 

'l'beee deviate 11&1 be aplemented bJ 801118 form or 
direct agree .. nt, b7 the tarot or patent 11cena1ng con­
traote, or b7 etook partlalpatlont and Joint control or 
tubelcllarJ fU.t. 

Cartele have enJoyed, moreover, to•• degree of gov­
ernaent proteot1on or IUPPOI't. &o.etaee, 1n4eed, govern­
.. nt aaalatanoe ae.., to have been anteaeentlal requialte 
to tt» to-uon aDI1 oatti,Due4 ezlatenoe or effeot1vaneee 
ot 1n\uti&UOII01 OU"fA oft'~ata. loth Ule Un an4 
tt» .n11'* a• ~ lle;10111,~ t1111 catesoi'J• 'lao1t 
10"~ *' J$!ea, ~~·· to .. ater 1112'1•­••'• or • oill'te AIU'•oter -· 111 till lntar-wlir per1o4 
MOll; tM Mp iWllataot.-SDI aatoelatlonl of Oei'IWIJ an4 
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France and at Germany and England, followed after the out­
bree.lt or the present war by a a1m1lar agreement 1nvo1v1ng 
aaaoc1at1ona 1n England and France. 

c. Etteota 2! Carte1 Qperat1ona 

fhe etteota ot oartela may be claea1f1ed aa: (l) those 
wh1ch atteot pr1aarilt tbe oartel1zed industry, 1nolud1ng 
ita Ouatomera, .-ploreea, and .-.ployera· and {2) those 
llh1o!l attaet wider poupa up to iaD4 1nciud1ng nat1one and 
the illta~~~~aUonal couun1t;r aa a wbole , . 

1: !ttapta S!l S! Oartal1z8d Indllatrr 

· b t01lOW1118 ettaota raa;r be outline~ '-' ot praot1oally 
un1YIIJ'&a1 oocur"l\08 4ur1ns the oont1nu"'ce of a cartel 
fYl'eueqt: (a) ;reduced output; (b) higher eell1ng pr1oes; 
{c) higher proti.t QJ"~lna; (d) ra4uced employment; (e) pro­
tect1on o.t h1gh-coet JlJ:'Oducer members; and (t) 111o.re stable 
pr1cea {or ll&l'tel aem~•· 

It should be n.otsl.', however, that when a substantial 
nwo'bal' ct .. enterpr1aea p&rt1oipate 1n a oar tel, 1 t 1a often 
subject to intermittent breakdowns. During those per1ods 
p~1cea ~re likely to drop aharply , output and· e~loyment 

·'Co ~J10r_jlaa•, anti prot1t margine to sutter. 'l'he suoceaa1on 
of oon~l &n4 lose ot control may wall pr~uoe greater 
instability 1n auoh 1Qduetr1es than would have ~reva1led 
w1 thout tbe. cart el •. 

' ' 
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2, Etteote .2!!. !!!!£ Groupe ~ CoamuniUee 
Experte are b7 DO •eane qreed upon all the wider etteote ot oartele, but it 11 poee1ble to indicate briefl7 aome ot tho.. lrh1 ob are aenerall7 reJIII'Iled ae le11 con­troYereial. 

' 
a. 

Cartele teeter and ~te_ a paeral bu.tae .. phU­oeopbJ ot I'Htr1ot1oniD. ~ reetriot!:J 1ale1 op­portunltiee b7 hllber prioee, reetriotiDC p uo,ioa, and r .. trioUq t!ie expUiion of ovtel1aed illduetrlel, O&Mele ooatribute to lJle d1tt1oultf of 11&1na1111JIC •­plo)'IIIIAt. 'rhla re1u1t .., be •Mined to the eateat that oaltele 1DOI'8aee profita ae a ehare Of total lDOO.., An 1mport&Dt 1ohoo1 or thouabt belieYee tbat a l&raer ehare ot profits aeana a greater relatiYe .. ount ot e&YiD&, partioularl7 corporate ea•illl; in tale ablence ot expand­ins 1nveetment opportuniUee, euoh enbanonent ot eavi~~&e e~eroieee a depreeeiYe effect on eapto,.ent, and th1e etteot ie l1kel7 to be aooeAtuated b7 reetriotive practices ot oartele which 111Dit opportun1t1ee to inveet. 
b, l*if~pnoe ~ Lib!r!l Intergat1o~al Trade 

In the international field, oartela impoee by pri­vate treat, artif1o1al barrlere to international trade whlob J1Ye r1ee to international fr1otiona and d1eputee, dieturb the oouree of aultilateral trade, and r eetr1ot opportunlt1ee tor add1t1onal 1DYeataent. B7 reeerY1ftl the aartete ot oolon1ee and aandate1 to produoere eituated ln the 11Dper1al oountl'f, oartele aleo cone t1 tu te a toJ'II ot tl'll4e beor11D1nat1oa, For theee reaeo11e cartel prao­tioee are 1n oont11ot With .. uuree to 11beralhe 1nter­nat1onal traAe poltor. 



through bo~h price an4 quota allooat1on pol1011e, and 1e aoet 11gn1tioant 111 a few oaaee 1n wtliob a nauonal aeon­oar reate heavttr upon till· expor tation ot one or two oo.­aod1t1ea. For exaaple, on the one band, Bolivia depende to a oone14erable extent upon tin eXports tor f oreign exobanae an4 public raveDUe. The ~~~a1ntenance ot the Un cartel ie ~retort a u"er ot national 1ntereet to Bo11vialll. 011 ~ otbar hu4, oartele 1n 1:be oheaical 
,and other 1111luetr1n ._...vater.ol1Y1a1e balance or trade dltt10\lltlea b)' aa1nta1D~ h1 pr1oee upon i orted oom­aod1t1ee ..nO b.J pl'e'tent1DC 10 u •• ~;~oee1ble ~~ develop­!lellt or UDUtaoture in Latin M&rioa. Iince varioue ooun­tl'1u 'IJ1ll probab17 be 1n Ul'leDt. need or ~oreip exobanae attar ~ nr, 1t 11 ~1• to OXDe'ot tblt unleae acre ooutruoU.,. Mtboda ot 1lal'te1 control ar• .Nlopted, there will be prtiiUI'e troa •~ fOYII'allnte tor oarte11zat1on ot tboU' pr1nc1pal IIIJI~tl, Ull •• euoh preuure 1(111 be aore Yipl'CIUI when illpOI'ta 111to IRIOb o01111trlee are aleo 
GP'tal~. 

d. Bin!lrpO! 12 J!tadJatt!entl 2.! Mal'kete 
Oaptelt etten &l'e uted •• dev1oee to cuehion the iapaot or Mr1oue eoonoalo dlllooauona. The ouA!oning etreot 11 dellKDed to benefit pr1m&r1lJ the tirae illlled• tatelJ atteote4, but a011etia11 wider tvoupe are also in­a1rect17 Ulleted1 at leut f l'OIII a. lhort-run pOint of vtaw. !be aoet ovwtoue trpe or cuehioning ie that under­takep b)' an eatabl1ebed croup to protect itaelt .,.tnet the 111talloa or.ue eubta 117 uw-ooaere. 'lba haaYJ inv••'MDte 111 W&l' plant. wlliab ·have b .. n made in the 

prlao~ belligerent oowftr1el have expanded the pro• 4uot1ve rao111tlae 1n aaDf 1n4Metr1ee to an unpreoeden~ed 4•11'"• a.tura to peaae-tlM pi'Oduotton 11 therefot_e 
1~ to ..U ~l'th WN•"' •ttorta 117 Utablllhed croupe to ·~•• new ~uuoa 111 Cbe.tr •~~~tete. . . 

BeiAJaaant Qt naUoul ti'Oittlll'l allll motion of new qaU~IIal Wl'l.eNo 1D- $1'1111•tt:•uab u tollowat' the ,.._.,oe Hilt, .....U 4~ a8Ulllllhed llal'keta or IIIIAJ' PI'Oillllel'll lUll ~ ..- J11'9W.Otlve reatrlo-. 
~..1"- ___ ,.,....,w a t Jl'ttt6U9N .., ba iiOUib' tUber 1a ..... ...... Gf! " in.'~ ........... 01' sa a, ... W.:¥, .. ,aJ, ta.Oeiv.l •· ••• 



tollowina Worl4 War I wa1 partly due to ettorta to ou1h1on IUM eoonoaio dillooauon•. In IUoh oa111 the oartel an4 the tariff ba•• the etteot ot tree&iDC 111etinc oonditiona in the 1D4Uitl"1r at the elt])IDH ot b1&b prioee an4 teob­nololioal baokwardne11, the tbreatene4 produoer• atteapt to cUmiJlilh the risor• of 11bat 11 at 'belt a Yll")' painful prooe .. ot dJultaent, It, after the pr .. ent war, tra4e barrier• are allowed t o illpede tbe Uow of o-.roe aoro .. national troaUere, 1t 1a YII'J 1Uel:r tbat a oartell&&Uon aDYIMDt Will Obtain the 11lppOI't Of Olrta1D ,0\'lrDMDtl U after the laet war, 

fbi polit1oal effeot• of oartell are •UbJeot· to heated OODti'OYIII'IJ 1 \Mlt tour po,1Atl &t &IQ' Ntl .... ~ 411• pute. ftnt, oartela naoeal&l'll:r 11pl:r the orpa1&at1on of pi'Oduo,ra, aJI4 Ol'pii1N4 poupa eaarolee .ore po11t1oal 1ntluenoe 111&11 unorpaiN4 pooup1. lenoe oartela llloe ... ar11:r atreftl'ben the po11t10al poelt1on of oarta11aed bul­inua u apinat ~ucl bu11De .. all4 the re1t or the oo.aulllt:r. leoond, the 1at1onal l nter11t 11 frequently a .. erted to be, an4 aoaet1lle1 aetually ie, 11plt1oanU:r involved 1n the euooeee ot a national croup 1n an inter­national oartel. Oovernaente tin4 themaelvee, therefore, under preeiUI'I to ooae to the 1upport or their own bull• nee1 sroupe. tblrd oartel pollo:r often rune oontrarr to the polloy or a national etate, and un4er lllOh o1rcua1tanC11 ..,, 1n eoae oaae1, even olrouaYent or null1f7 national pol1o1ee. Fourth, When aa &lll'l111vt governaent undertake• po11tloal aad 1114uetr1al penatretlon of other qountr1el, oartele atten afford a oonven1ent meane. 
L~e all barrlera to the e~eion ot trade, oartell help to prepare · the aoll 111 wb1oh eareeaive 14eoloslee and 110\'-nta aillk their roota. lbe 1&&1 4-.nd tor ez.ebenarau.• , tor e~e1 _!!un4 Gel'llall buelne11 MD an4 o.r.an WOrJtelol reoeptift 4UWI1J 'beo_.,ll .of tbl ezoeee produotlve -..a1C7 .al \IMI!Plo,.eat whlob Clle aonopolletlo atruowr. ot hJ'IIaP 1114u_, U4 toae eo aaoh to oreate. It to.lll ...-.-s. o sllJ•eJM taaliw•te to Ull ttlfr an ._.. ..... ~ae1 a&t tbla 11 a 41fttrent att.. "'I.a. 111a 111reo~ 1Ao1U• ..,.e•-aloo. Nr~ ~ot Wte1o are no 4oubt elaoere WileD 1illll :pl'Q t 'lliilt, ,.._ 1lllli U.. _., .. 1on, the:r fltrOI' DIDIJ!tNilCIO --- S.aa IIID of different OOUD-..-lla, 



_.,_ 

II, OBJECtiVES .Q[ l PROCIIWI m .DW.ING !!IH CWlr::LS 

The torecolll& Mal:reh ot the na Cure and et('eote or ocrtele 8UIIe•t• tblt tho obJeotlvee ot ~ oartel pollo7 lhould be on tbe one hand to elt.lnate the reetrlotlve and 1njur1oue praotloee ot oartela, and on the other hand to attaCk poe1t1ve1:r the ver:r real eoonoa1o preble .. which, lt lett uaeolved, .. nerate etro111 pree•lll'e t or oartelha­Uon, fbi no aepeote ot t!IJ,1 pollOJ ar.o oloee!:r 1nter-4•110111tl• ~eat, tU ta11Ul'l to 14opt r•1 u... •aeur .. WOU14 11r OUil:r J~i&l the Obanoee o el1a1n&t1DI ro­ltr1ot1ve oartll ~ot1o ... 

A. IU•j•uoa !! Rrl!z:lo»•• rraottft• 
~ot,C!II w!Uoh ar1 sentrall:r asna4 to be 1n-Jill'1j)!.l n4tffl!il'N.e ti'OII thiJ pu'bllo etandpo1Dt 1nolude -. f 1 .u ... t~ IIIIJ'kttl, r.,trlottoc output • or upol' 1 1a1JIC pl'10.. •1D'-1D1JII IIDIIOODODililall:r htp-ooet PI'Oiluoel'll ::Ji""er1ac the 41ee..tnauon and uet ot te~olQStoil edse.. 111a1nat1on ot theee praoUon would l1a1 t the UUt1o1a1 N111n& of protl ta at the llapenei ot other lt1DI!1 ot 1nooh, a prooeu 'll'h1oh eontr1bllte4 to the 41tt1~ ot llllintatllin& the seneral level ot .-plo:raent, ~t , .oreov•r, leeeen tbe po11-t1oal danprl ot private 111111 und•oorauo toi'I!I&UOII ot tore11n p011o:r, lt wo~ alto euppletDont other meaeur .. de•lsned to 1tberal1ai' 1Dternat1onal oommerolal pol10J and re1tore tbe .ult11atera1 character ot world trade. F1nall:r1 tbe el1a1Qat1oa ot reetr1ot1ve oartel praot1oee would auo111h private tr.Ae dleor1a1nat1one baled on the reeervatloa ot mal11:ete ot ooloaiee 8Dd m&n4!1t81 to pro­duoera eltualed 1n. the t.per1al oountr:r. 
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to aecrecy ~nd exolueiveneae 1D the development and ut1l-
1~at1on or new and i~rove4 prooe1111. To the extpnt 
the.t tb11 11 llltelJ to happen, 1t would olearlr be dea1r­
able to provide alternative aean1 to ooot1nue the inter­
change and development or in4uetrilll teDbnolo8J. 

2. 

Severe uldJu1tllent• S.ll particular 1n4uatriee mar 
g ive rile to urpnt, 1t trantUOJ7, need t or •eatlll'ee or 
r er.dJuUaent, 111 the 1Mt4:latt pot~'ftl' perl od tb11 
problea 1e llltelJ to ,.._, IUIIIIual lllportan~. .Al tboueh 
little CAn be eald tor thl etteot1vtnell ot oartelt 111 
deal ins wub euob ezoepUonal probl•e, lack ot fllf1 ..U­
oonli4ere4 1nternatioDil pGllOJ 11 l1k1l7 to evoke oartel1 
Ju•t •• it evokea gove.._Dtal trade barriers, u e:raptollt 
or • diltnee wb1'* 4ell&lldl ·- reaec!J. the •eolut10D• 
or euob rMIIJuetaent probl.eae 'llh1oh 11 ottel'84 bJ oartele 
11 reall7 DO eolution at all, but rather an att~ to 
avoid the ¥~bleaa or p01tpona tbelr 1101t 41aagreeabl.e 
ertecte. ee4, ae a the oaee ~ gover1111ental trllde 
barr1erl, the net re~ult ot euoh •eaeurea 11a1 be to aggra­
vate anc! prol~ng the ba1i0 oon41tione •ith wb1ob it h 
soulrht to deal. In nearlJ every oaee, the basis ot the 
dirlioult7 will be diaoovered to lie 1n the eXletenoe or 
exceu capacity in certain induatr1ea. The real problem 
11 to divert the eurplua reaouroee out or the arnicted 
induatr:r and 1nto other branohea or proiluot1on. tor whiob 
an adequate demand, either doaattio or export, ex1etl or 
oan be developed. Cartel• by tbe1r very nature oaonot 
even ~g1n to prov1d1 a 1oluUon ot tb11 proble•. 'l'h17 
are oontine4 to in41vidual 1ndultriee and cannot take an 
over-all 111 ew ot tbe econoa1o preble•• or a aingle coun­
ti'J, 1t1ll leaa ot the inhrneUonal o-n1t)'. 4 truit­
tul ~}'lroaeh t o preble•• ot thJa ltlnd 11111t 1nev1tabl7 
tran1oend the 10ope ot 8DJ oonoeivable oartel pol1o7 it 
the lat'«<' 1a underetood iD ~ Darrow 1enae ot •eaeure• 
epeoit1oallJ concerned w1tb cartels and the1r praot1oe1, 
But dnoe t a1lure .Jo OGpl with ll&oh )IC'oble•• 11111t Jeopard-
1ze the .uooete ot 1nlera&t1ona1 pollOJ toward cartels, 
Mpbula ot 11le lapOrtaaoa ot eo1v1111, or- at least a141ng 
1n the 1olution ot th1a ver,r s..portant ranse ot problem• 
11 r.,arded •• a l e&itiaAtl adJunct to a cartel prosraa. 



.1 Re!!dY 

. . 
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ehou14 be reoosn1&e4 ~bat under certain preeor1be4 oon41t1one eUll to be toraul.ate4 1ntll'lln'lmllllnta1 qreeMntl 1n\'01Yinlr tM ~Uoo ot tr.S. or prnd.uoUon 1n reepeot or oal'taln oo..obuee .., be WU'Z'ante4. · · 
Ill. A 9Rf& P11QC11W1 

flliU. =-'Jf:m :a,::, ... 
llah 

• 
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'l'bl1 M11101'&114ua al10 polntl out the Nlatlonlhlp of the 
propo1ed Pl'Oil' .. to .. AIUI'II for· col'l'eot1nc 1ndultr1al 
llllla4J111taenh Md 41N'1011lt111 ln the 1ntemat1onlll bal­
ano• of p&J~Unt•, all4 to brolldll" Ha111re• tor prov14 lftl 
tull ,.,lo,..nt. lbl •uoo••• or tho1e •ea111re1 would, 
Of 00111'.1 , N4uoe ttw PJ'IIIIINI toward OAl'tlll&aUon. 

A. lltetgt1aJ Af V!4••1rtb1• Cu:tjtl IUtqSt 



• 
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Such reghtraUon ,lllgbt be vlth tbe pn..-tl ot the Ysrloue partlclpetlng oountrlee or v1th an tnter­net1onel agency •uch a• that 1UIIIIte4 1n leotlon IV ot th11 •110ra~ 

lfeawre• to preYiftt or 1Wt 11a11ar PI'Mtloe• by lntemaUolll'l tru•tl or oou1ae1, 1114 to Nf1etlt' nob enterprteee MY 8110 be clel1rable. . 
e. llpct,;, .. ,Pn u hsp• 111 frr!t:rrtltlu 

.Utlrauoa eboul4 M lll4e ot DaUollll ,. .... all4 tracle zt* laVe ... tatilt'U'UOIIU 108UDt1o::.r tba-11oenllJII ooetNotl .., JIO lOIIIJM' PJ'O\tl41 l OOYII' tor vhat vou14 otllerriae be Pl'Qblb1M4 ap"eaanllta .a eo that te~ t.liproYeMDta _, be •ra aaoeaalble. 

•• ._Slop At -·-
!beN 11 &1tf'l~~ eatab1llb1ar 11• elll~lu• 1D Ia.. 111121aetl'111 t 1M 11Dl'lcl 1114 lli .... lop-the laluetriea of' noe-l 1tl'lal utton• beoaua• 10 IIUOb of' .o!erft tlobbolotloal cleYilap.lllt 11 oonoentratecl ln a tn IDtii'PJ"le .. , exollaMell vtth otber1 on a Nltl'lotlYe 'bula, 1114 111l'l'0Un4e4 vl th 11oreoy, ICere t11'11!1nat1on ot reetrlot1ve covenant• beeecl upon patent• vlll not be 1Uf­t1c1ent to oVIro- thle hancl1oap. It 11 ne1ther t eadble nor cle11rable to pre.ent the oont1nuecl prlvate enJoyment ot the reiUltl of re11aroh ln the ll'lat 1A41a•trlel 1'11earch laboratorl... But lt 11 po18lble to 1ncrea1e the portlon ot teobnolotrf vhloh 11 open to large and 111ell oon.oerne ellll:e bf l'tHnathllllJII 1114 nten4llll the r e11arch and de­vel.OJMflt aotliUle• Vhloh bave already been unclert.ten '111 noo-ooaaaerolal .,.noln in Vlrloua oountl'lel throughout the ltorlcl. .. 1101, a PI'OII'U to prevent r .. trlotl•e oartel properlf lnolwl., eetA'bll•••nt ln eaoh MJ or · Of' for IC1ent1f1o and tech-

11 propoeecl 1n a 
C~ttee, 

JIUI'POIII .... ooop-­
Diir teo!IDOlotrf llllli:LDIII llltiS'pl'hll U poa•n1111e. 

a. l!tStrsn••m:''' 



c. Ipsvay•m•ptel Mn••nta 

The aubJeot o~ lntarn~tlonAl orgAnisation and pro­cedure ~or dasllng wlth intergovernmental oommodlt:r agroP­mente la undera.wlderation b7 the Oommlttee on Conmo41t:r Agreemenu 'll!lloh 11 expeote4 to eubalt a report at an earl:r 4ate. 

IV. !t''"'i!IN l5lB IIIPL£1CQZXI! & CMm. CotmWI, lBOOIWf 

The PJ'OIP'&a outl1ile4 1n the preoe41nc eect1on le eub­aittld at a rlllble belli for d1IOUI110ftl Vlth other gov­ernaente, 1 11 ttwretore 4111rabl.e to S.n41oate brlen:r the ues-,.co ~-t eM \'&r1oue propo~. 

!he t1nt prollOUl, ellalaatS.On or r11triot1n cartel praotS.oea,wDULt ~ aohieved bJ international oon\'entlone 1n vbioh ftOh 10\'tl'llllent would agree to pJ'I>hlbit epeo1-
f1o4 oartel~aotloee aa4 V9P14 undertake to provide ade-quate aats.o aeaeuree of entoroaaent. leoeeear:r .odi-
fioatS.Ona of ,.tent aa4 tra4e-IIQ'Ir. lave voul4 alec be developed. b:r 1nternat1onal agreemeot in the tor. of amen4-.. nte to international conventlone tor the protection o~ 1n4uetr1al proport:r and drafte or uniform olauaee to be 
1nolu4ecl 1n national lllVt. · 

B. Iderpatlpnal. Cgutptlont Rll Btteargb 

llaUar oonventlone lholll4 be 4ev1ee4 to lllplaaant the propoeal tor the 1nterohanp of l nduetrlal teohiiOlog:r and tor r11e&l'Oh. tbeee voul4 provide. tol' the oetablllhHnt or daes.cnatlon of 4oaeet1o raaearah 1net1tut1on• to oarrr out the pfOgr~a tf r•••al'oh and 1nternat1ona1, ooo,perat1on 4e­aor1be4 abofto 

0. Zd!eel Otftll til: 'MlMtl .lnes¥•• 

~t~1·~lB~~~;sh;:/~at:is:3i:~~~ 
' IIIli 
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Thla 0tt1ca m1ght aaalat 1n the prevent1on or un­dea1rable cartel pract1cea b7 aerv1ng aa a ret;:tra~1on agenc7 tor 1nternat1onal acreeaente, b7 atu47 the act1v1t1ea or 1nternat1onal bua1neaa orcan1aat1onl, and b7 1nvelt1Sat1nc alleaed caee1 ot reatr1ct1ve cartel act1v1t7 and reoo ... n41ns oorr.ct1ve meaeurea to the par­t1o1pat1ng aover111111nt1! lt might act aa an agency tor the exohlnse or pert1nent technolor1ca l 1ntor.at1on, 1nolud1ng reaulta or aoveraaentallJ-aponaored reaearch, AmODI the part1o1pat1QI ... ber IQVernmenta, It m11ht develop propolall tor liON etfeoUve prevention or pri­vata raa~1ot1ve .,ree .. nte an4 tor mo41t1oat1on or 1nter­nat1o~ P&Mnt u4 tra41-~~arJt ar-anpae~~te. :tlalla tor the orsaa1&at;1on u4 f\uloUona or tbe Ott1oe are be1!11r 11ven fUrther ft1147, 

v. Qt ' CW\'1'11, PQLIQX .:2 OTBiiR ECQNOJ!IC 

!1M ouotel pol1o7 propoaecl above 1hould be v1evld 11 an 1Rt~ part or a broa4er pol1CJ o~ 1nternat1onal aot1on to pr0110t1 tuUer produot1on and eiii,PlOJIIIent and to rao111tate the tlov of 1nternat1onal oouaroe and trede. The tunot1on ot a cartel program, 11Jte that or a pl'Ogram oonoemld v1t;h r.vem.ent~ trade barr1era, 11 to remove apeo1r1o obatao ee to the aocomplhhment or tbeae broad purpolllo 

'1'he var1ou1 po11o1ea and programa 1n tbe eoonom1c tleld ll!IINl4 be oa.plaaentarJ. '1'he 4rq of cartel re­atr1ot1ona voll14 be a handicap to the 1111ntananoe of' high lavale or 1aoo .. an4 aaplo,menti to the e11m1nat1on ot tra4a 'bamere, all4 to thl deve opment or u11tul 11171 or dlalllll V1tb 11111unr1.a1 aala4JuatMnte an4 with unhalanoe 1JI nat1olll1 ...,...,.. 81aUar17 the ta1lure ot prop'UII OOIIOirlll4 With tMH •ttera woui4 1nt1nllf7 the preeaun1 Vbiqh aYOJte oartale. 

~UVI at;epa t;o brlJII about; h11h leve1a or 111---. -~t aa4 to reeove tra4e barrier• are ~f 'C:~"*'"' or PJ,ITI" tor 1atl r-Mti01111l t Ullll' IUIOtll I ta111!17 liiPOI'-tut tV Uai · Mzote1 PJ'OII'D, th17 require 110 "flarthlr &180UisoB tiaiii. 

Jt ..... 

• 



It seems dedrable, ho11ever, to po!nt out ths t there , 
are possibilities of using governmental policies toward 
industry to cOJltribute to the solution of indu'str1al mAl­
adJustments and unbalance in international payments by 
methods other than reetrictive action. When there 1s a 
pereietent difficulty 1n maintaining the balance or pay­
mente such ae cannot be handled through an international 
monetary and banking system, , the re.medy might appropriately 
i nclude a shift or resources from one export industry to 
another, so as to m&ke possible the acquisition or exchange 
on the reauired scala, and the development or appropriate 
domestic i ndustries which can produce commodities to take 
the place or imports. Similarly, the problem or pereis­
tant and substantial exoeaa capacity may necessitate the 
ahit t i ng ot resources , particularly labor, into fields 
or greater usefulness. Such a shi rt i ng or resources 
call a tor technical ability and f i nancing which some 
countries may not posseaa on a scale commensurate with 
their problema. Theretore technical and financial assist­
ance on an international scale can aomet i mes facilitate 
deeirable readJustment. Measures or this kind--essentially 
baaed upon technical m1es1ona, development commissions, 
and international loana--turniah a constructive alterna­
tive to the characteriatio cartel efforts to keep dying 
i ndustr ies al i ve and to maintain trade balances by re­
atr1ct1ve measures. 

Unused excess capacity i n industry tinde i~a counter­
part in agri cultural productton in the "om o" re-
current surplus production o" commodities. This problem may 
also be dealt with by measures Which i nclude reallocation 
or r saourcea and the relocation o" producers and workers. 
To er~eot these Bh1tta, techni cal and ~inanoial measures 
may be needed, the latter 1n the term of long- term loan• 
at l ow 1ntereat rates, These aaaeuree may eerYe to aea1at 
poorer countr1ea to eat abl1ah naw i nduetr1ea or expand 
old ones , to resettle and re- eoD1P agricultural producers 
t or the cult i vation ot co..od1t1ea .prom1a1ng bett er in­
comes, and t o eJpand water, tranaportat1on, electr1c 1t J , 
and other ba11c r eaouroee tor tbe development or i nduatrJ 
and agriculture. Internat1ona1 acreemanta to limit tariff 
protecti on, eub11d1e1, an4 ot her aeaeuree that bolst er tbt 
pol1t1on or h1p.ooat producer • •:r alec be neadad. I n order 

to erreot 
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to effect a relllocat1on of resource•, h1gh-coet pro4ucere 
1houl4 be expoae4 to wor14 compet1t1on. Aa4 to 1n4uce 
nat1ona to accept euch expoe\IJ'e ln reepeot or a oe•all.lt)' 
the)' pro4uce at a 41N4Yantege, t!lere IN It be at 'ban4 
the proepect ot 1noreael4 opportun1t1ee tor oo..o41t1ee 
Which they pro4uoe at •• a4Yantage. 

l 
.:..> 

• 
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DECl.ASSil'Il'TI 
S<a<e o.,.. Lot..... . 12 

a, J. 8dooollle o..JI..AL 3 197l Pereonnl & 
Oz S • SCi • 

KDIORAifDUII POft 
!Ill IIIC!lEYAAY or S!A!'Z 

I hope a110h that la llakl.. 10111' plaao, rou 
vUl U'ftJIIO to 10 oa tbo alr allout '-too betveon 
aov 0114 oleoUan Cler. !ba eo1111'" uada 110110 ot 
JOV OlAI' t:hlllllllll aail DOHO to haYO 1' kept liP 
to date. 

J\ to 111 'hoUSM ~' 1 voul4 llako one 
o~eob boW.ea nov aail olooUon 4a7 on torolp 
pollor aail I would be o'omallr IJ'II'otlal lt 1011 
vo.t4 ha•o proparad tor •• a 4ratt ohovlql 

(1) lftlllt vo han 4ono 1a tho poot eo pro-aCe 
poaoo ln t:ho vor14. 

( 2) lftlll' wo IIAYo 4ono to proaoto lnhrna tlonal 
\l'aelo. 

(;,) llov vo trlo4 to lleep 0111' ovn pAoo 10Uor 
Pol1111CI vao a U aokl!4, 11nd botol'l Poarl 
Karllor. 

C•J BOlle o r U\0 o~ltlo nopo taken b7 ~ 
Rop•bl1oan loadal'l to bloolt ov ottorto 
1a oll UlOOO t:hlJIIO. 

(II) !be otopo vo ha•o '-!ton tor tho t1a t1IPe poooo 
ot tho vor14 la tho put tw roaro. 

(8) 'lho proopooh ot a por~~anont lnhl'llftUonol 
poaoo ln t:ho til..,... 

U 10 llJ t:hoapt that lt JOII eou14 Olltl1110 
llha' rou votal4 A7 ln ro- tw opooohoa aail IIIIa' 
ro• ~"' :r oboul4 ..,., the ""'" ot "'• 11111 .. , ooatllot. It -o to .. ht *to lo a 
praoUool IAlJ' ot rl· a-.at U, ... I .. ad •t 
t•ll ,_ ttw.t aha ,_AI' vll! hllft Yer'J _...., 
woleht Ilea 1a tbo la ... peaoo proooe4l•o ... 
la ov - olooUoa. r. D. a. 
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THI!: WHIT!!: HOUSE 

WASHI NGTON 

September 23, 1944 

r.IBMORAN'Otnl POR THE PRKSIDBNT. 

Some de3 before eleotion 
1t 1a poaeible that you will want 
to deliver a full•dreaa apeeoh on 
foreign polioy, eto . 

Againet euoh possibility, 
I think it will be a good idea if 
you will eend the attached memo 
to Seoretary Hull eusgeating that 
they get a draft up tor possi ble 
uee . 

S . I. R. 



Personal and 
THE WHIT E H OUSE 

WASH I NGTON 

September 23 , 1944 

MEMORANDU?J FOR 

THE SECRETARY OF 

I may wish to .make a f ull- dre s speech 
on foreign policy some time in the campaign. 

I wish you would have prep red, there­
f ore, a draft showing: 

(l) What we have done 
promote peace in the world. 

(2) i'.'hat we have 
national trade . 

( 3) How we tried t 
after Poland was attacks • 

the past to 

promote inter-

our own peace 

(4) Some of the 
by the Republican l ead 
in international trad 

pecific steps taken 

peace . 

s to block our efforts 
and international 

(5) The step we have taken for the 
future peace or the world , including (a) all 
the international onferences and what they 
accomplished, and b) what is being accom­
plished at Dumbar on Oaks. 

(6) The ospects ot permanent i nter­
national peace n the future . 

D:!CLASS!FU:Il 
By Deputy Arch i~iat o f the U.S. 

P. D. R. 

By '1. J. Stowar t DatJtl.;;.A.;;.:.._........, 
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2!11 81101\ftARY OP &!ATE 

' I do no• tblllk Cba' - tbo prean• •tac• 
IIJII' pot pVpOao wll14 'M ooraa4 bJ' ban• u.. 
..... DapartiiH' or u, otbor 4opartllont ao..a 
ou• tho an Uah 8114 Ruoolaa .,, ... on tho '"•'­
••• or O.raaa ta4uV)', lloa• oor .. lalJ' n 
ahou14 .,., be .. 11: .. up w1 ttl tho ltaropoaa A4noor, 
o-t .. loa wblell, la a ouo Ull:o tblo, lo oa a 
•or,l&PF aa4 no• o'loa a .... .._, 1o'lo1. 

lbo roal nub or \ho ot•u• •loa to to keep 
Brl kln rr- ptnc lnlo ooapldo bokruptOJ' at 

\ho on4 o r • • wu. 

8oaobo47 hu boon hlll:l• .,., On1J ov• 
or turn to tba paper• or o11 raota whlah aro no• 
run4uollla11F U'llo. 

Jo ono W&flta to aako GoraaJ17 a wbOll.J' 
aartouUural naUt11 .. ala, all4 J ot a-abod.J dowa 

tho Una baa hAn4a4 thh out to tbo pro a a , I 
wtah we ocna14 oa'oh an4 ohanlaa hta. 

Yov know Cba' botoro tbo war GoraiiJQ' wao 
no t onl;r bul14tnc liP war -raotvre, but wao 
aloo bll11il1DC liP onoll&h or a t.ro1p tra4o to 
rtaanoe re-aratnc autfloloat17 and ••tll aotntatn 
oao• la .. I'IIAUoaal oro4lt to koop o•• or llltor­
aaUoDal llull:np..,.. 

I Jua• oa11 •• 10 alo• wltb tbo ldaa of 
oaolftl tbo BrlUah ..,, ... oollapaa rtaaaolall;r, 
a114 o......, •• tbo - Uao bla1141111 up o potoD­
Ual ..... .._ .. , aa•blao to aollo oothor war 
pooolblo la ..,_,, ,..,... llora laaponloa or 

plan•• wl11 no' prO'Iaa' ""''· 



But no one want• •oo•plete eradloatlon 
ot Oer.an lnduetrlal pro4uot1Ye oapao1C7 ln ~· 
Ruhr and Saar•. 

It la poaalble, hovaYar, ln thoee two 
partloular area• to antoroe ralhar oo•plete 
oontrole. AlaoL lt •u•t not be forgotten Chat 
ouhlda ot the Huhr and Saar, Oal"llany h.ae .. II)' 
itber areaa and teollltlee tor t~lnc out •ra• axporte. 

In r••r4 to Che BoYlat COYer•ellt, U 
le true that we haYa no ldea ae Jet what tbaJ 
h.aYe ln •1nd, but we haYe to ,... .. ber tha' ln 
~elr ooouple4 terri toi'J ~., wUl do 1t0ra or 
len what CheJ vleh. We oannot attord to cat 
lnto a poelt1on ot ••rely reoordlng proteete 
011 our part unlaaa lhare la ao•• ohanoa ot eo•• 
ot the proteata beln& headed. 

I do not lntend by th1e to break ott or 
delaJ negotlat1ona wl~ the BoYlet goYern•ant 
oYer lend-leaae elthar on the oontraot baela or 
on the propoeed i'ourlll Protoool bade. thle, 
howaYar, doea not ,._e41ate1J oonoan the Ge,..an 
lnduatrlal tutura. 

r. D. R. 



oc:.-,UtTIIEMT OP IT ATE 

WA I HIMOTON 

October 10, 1944 

JaD!Ol\Ala.Vll ?OR "n!ll I'!U!SIDEliT 

Referring to the QOmorandum on the treatment 
ot OormanJ Which I loft with JOU on Octobor li 1944, 
l ennloso 1 copy or a telegru or October 7, ~~ · 
'Wbiob haa ~on recelvltd rro:s .labaaaador W1nant in 

Lon4on, in 'Which he •phaa1:.ea the abaoluto nece1a!.ty 
tor h ie to receive policy guidance fro~ thia Govern· 
mont 1t hie negot~at1ona ln tho EUropean Adv~aory Com­
~aa1on are to be erteotive, an4 the very o:b&rraaa1ng 
a1tuat1on in which h e 1a now plac«Kl bJ rea.aon or the 

4 elaya 1n rocelvt ng 1rutruct1ona on tho poa1t1on or 
thla Gover~ont o n 1~portant pending ~ttera . 

It will bo poaaiblo tor tho State Dopare.&ent lln<1 

otber agenclaa concarna.IS to &1•• h1..c thil guidance 1D " 
the dotalla<l -..nner he need• 1r we coul4 lm.ow 1lbatbar 

rou are in agree:::ent with tha general pollcr atataunta 
aet f'O l"th in tho m.e!!!Orand:um which I lett w1 th you on 
October 1 , 'a copy or which 1a att ached tor rour con~ 
venience . 

Jnoloeu.rea: 
l . con or :eoora.nd:uo, 
Soptombor 29 , 1944; 
2 . Copy ot London •• 
8485, Ootobor 7, 1944. 
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THil WHIT& HOUSE 

WASHI N GTON 
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liliil<l!IJ.lOW>I I'Ok 

UJOR JOH!< bOEl~IOuu 

J, D.R. 

DULASStrrEO 
87 DtputJ Arob1•l•t or the 0.1. 
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DI!:PAATMI!:NT 01' STATI!: 

WASHINOTON 

1 

JP9NNPQX lQB 1111 PRESIDp!T 

!he Oab1net Ooam1ttee bae not been able to agree 
upon a etateaent ot Aaer1oan policy tor the poet-war 
treataent ot German:r. !he me~~orandua presented by the 
Secretary ot the Treaeur:r ie decidedly at variance with 
the v1eve developed in the State Department. In the 
aeantime, I have received your memorandum ot September 1e, 7 
with the etate~~ente ot viewe reepeoting the Ruhr, Saar, 
eto., and the oonvereion of German:r into an agricultural 
and paetoral country, which wae formulated at Quebec. 
This memorandum eeeme to refleot largely the opinione of 
the Secretary of the Treaeur:r in the treatment to be ac­
corded Germany. I teel that I should therefore aubmit 
to you the line of thought that baa been developing in 
the State Department on thie matter. 

The inetrument of unconditional eurrender of Germany 
has been recoauunded by the European Advisory Oommiee1on 
and has been f ormally approved by this Government. It is 
anticipated that British and Ruasian approval will be 
forthcoming. The ClUBIItion of the American and British 
zonee ot occupation was, according to your memorandum, 
worked out at Quebec and there will presumably be no more 
ditfioult:r over th1e matter. In the meant ime, the European 
Adv1eor:r Oommiuion h going ahead on plane for a tri­
partite control maohiner:r and a111tary goTernment for Ge:r­
aanr during the ocoupation period. All three goTernmente 
haTe euba1tted propoeale which are eim1lar in their general 
outline. !he Aaerioan proposal conteiiJ)latee a Supreme 
Authority oone1ating of the three Ooaanding Generale ot 
the u.s., the U.l. and the U.s.s.R., wh1oh would coordinate 
Allied control ot Geraanr and eupeniee euoh centralized 
goTeraaental function• and eoonoaio aotiTitiee •• the 

three 

UGRJ.D::'") IJN(';LASSLF'IED 
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'hl"tt powtrt 4tM tlttnl:1&1. A Control Oouno1l, ooapote4 
ot repreeentatl••• 1n equal nuabert troa ea ob or tbt three 
4llle4 Gournaonto, woul4 be eotab11th t4 by tho s...,r•• 
411114 AoatborUJ ao4 wUl ooordlnete t h o a4a1n1ot rat1on of 
allltU7 &"•..,.•nt throughout 0.1'1W17, 1nolU41ng 4otaUe4 
plannlftc tor tbe exeoutlon ot 41reot1••• rtoe1Ye4 troa tbe 
three fOYtrn.enta. We ·~•c~ to ha•e a reoo .. .nde4 plan 
oa tl:lit troa the luropeaD A4Y1~r7 CoaaitlloD 1n Ute near 
tutare. 

!he fWI4&aontal quution to be 4to14e4 1t what k1n4 
of a O.ra&nJ we want an4 .m.t polloy thoul4 be put lnto 
etteot 4ur1nl oooupatlon to attaln our obJeotl•••· The 
_,,, t.portant or tbttl probl•• art ,,, forth below with 
an aplan.at1on or the Slate Dep~aent• 1 •leve. It aboul4 
be .-pballstlll, boveTtr, that thett obJ totlYtt will b.&•e to 
bt vorkl4 out v·U:h OW" pr1no1p-.l Ullta lf thiJ' art to be 
IIPPlle4 throua~>out tho 0....... Relab. 

{a) Jr~''•r1yt1gp qt GtraM!· !be ooaplete 41eeolu-
t1on of raa.n al"'ll4 torcee and all Nul aUltarJ, paN.-
alllt&rJ and pollOI organ1&at1one, and t~ 4eetruot1on or 
oonpplns of all araoL &llllW>ltlon and 1.8pltaonh of war 
aboul4 be etteote4. rurther aanutaoture 1n Geraanr ot &rml, 
.. ...,uion ao4 111Pl•onto of war ohoul4 be proh1b1tt4, 

(b) pteeql~pn pt 't' R•&~Pertx en4 ell a(t 111a te4 
qrg•p' '''t=· 1 Mall artr ould 6e l.Mediatel7 41~ 
eol•tcl. • Jroupa ot part1oularl7 obJeot1ona'ble el•ente, 
oopeoiallJ tho II ao4 tho O.otapo, ohoul4 be arrutt4 an4 
1nhrno4 ao4 var or1a1nalo tbould be tr1t4 ao4, ~ foun4 
llllllf, o:uoutt4. .lot lYe PIU't7 ••bore t hou14 be exolu4e4 troa pol1t1oal or o1•11 aot1Y1t7 ao4 oubJeot to a auaber of 
rt-'rlotlo••· All 1••• Ueorla1nat1DC acatnet pereon e on ..,.-. ot raoe , oolor, oret4 or polltloal op1n1oa ohoul4 
be &llllullt4. 

( e) .. 

REcn.·~~ ¥. '...LtS.:lFIJ:D 
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•• 41tt1ngu1abad froa terrltorl tiona until va tee vhat t ne lnternal dtuauon 11 Md wblt.t lt the attitude o r our l)rl n o1pal All-lee on thlt qut ttlon. Vt abould encourage a daoantr&ll&at1on of the O.~an go•ern­aental etruoture and lf an1 ten4eno1ee toward epontaneoua part1t1on ot Oerean1 arioe the7 ohould not be diooourago4, 
(t) IMpqetq Qb1eqt1y••· 'l'ht p r1aary aM oont1nu1nc obJaoti•e• ot OW" eoonoa1c polipr are: (1) to render Geraan.r inoapablo of waging wer, and (21 to oll.ollnate pol'ft1Anontl7 Ot.raan eoonoa.lo 4oainat1on ot Europe. .4 ahorter tera ob­Jeot1Yt it to raqul.re t h e pertoraance b7 Oeraan7 of aott ot reatltut ion and reparation tor lnJuri et done to the On1te4 lationa. 

To acbieYt tbe flrat two obJeotl•• • · it vlll be eaaan­tlal (l) to 4attro1 all t a ctorlea incapable of oon•erelon to ptaoetul purpoaea an4 t o preYtnt ~hel r reoonetruotlon, (2) to enforce the oon••relon ot all other plante, (3) to eliminate eelt-euttleltncJ by 18pCe1ng r etorme that v111 make German7 dependent upon world aartett, C•) to eetablllh oontrole o• er t orelgn t rade a.n4 key 1nduatr1ea tor t he p\l.r­poee ot pre•entlng Ge~ re&r.a&aent, an4 (&) to el1a1nate tbe poaltlon ot power ot large 1nduetr1al1Rta &n4 land-ownera. 
Th1t Go•ernaent hat little direct 1ntereet ln oota1nlng reparation• tro:a Gena.an.y A.nd no 1ntereat l n bu1141ng up Oe~n eoor..oQ ln order to ooll tct continuing rf'P&ratlone. HoweYer , the U.I.I.R. and a nuaoer ot other atatea vh1cb ha•e been v1ot1•• or German deetructlon and •xplo1tat1on •1.1 prtll olalat tor C..rman prod.uotlon &nd l•bor IIM1ct tor reb&Dlllt&tlon and oonatruotton. 
S:d:enal'fa oontrola oYer lnduat17 and torelp~ trade will bo tooant1al durlnt tho 1amt4iato period of ao.llitari­&&t1on an4 41.-antle•ent, aa well aa dur1na the period ot r•arat1ona. Attar tblt ph&ee, a 17ate:a ot control and o~onloiOil ot o......, 1n4tlotr'1 and trade will ba•t to be vortto4 out 111 tbt ll~t ot world oowr1t1 hnlop•onto. fb.io ""'"• oboul4 bt at ouab a ob.araotor tbat t bo •iotor power• will be able and w1ll1ng to entorol lt o•er a con­oidorable period. 

It 1o of tbt hllbtot s..portanoo tbat tb.o otan4ard at llYI.Ilf ot tba OeNan pooplt in tho oar11 1tOJ'o bo ouab u t o br n1 bo•• to thM tbat tbo7 baYo loot tbo war and to 111pr""o on tbn tbat tbo7 aut .-.,., all tba1J' protntlouo tbeoriee that tb17 are a euperior race oreattd \o COTirD tba world. 'rllroulb laol< ot liiXlll'ho vo •1 toaab tbM tbat war dOH not pq, 
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DEPARTMENT OP' OTATE 
WAOH I NOTO N 

&ept .. ber ~o. 1~44. 

"POJWIDI!I FOR ZHI PRF6Jppt 

%011 w1ll roe8ll 111 a•orand• ot hpt•ber 1!, le440 
oqpoUq tibat 7011 urp '-POD Xr. Oblll'allU.l. tho oarl7 
N81111PUOil ot oODToreaUoae oa oooaa.to pol1o70 aad 111 a.oraa-
4• ot hpt•'bor 8th otrooo1ag tho tua4uontal. ill,pol'taaoo 
ot pro41eat1JIC U.. oxtano1oa ot t111aJlo1al uolotaaoo, 
wbethor 'llroacb l~loaoo or otaaol'Wioe to Groat 11'1 Sa1a 
4lll'1ac pllaoo two, apoa tho a4opUoa 'b7 Ulo Bl'1Uoh Qoyo.-oat 
ot o0111111 ooonom.o pollo1oo 4oo1po4 to rert•• t11e now ot 
11lt:ol'D&Uou.l. traAe. 

YOU' ••ol'all4• ot hpt•ber 16th 11ld1odo4 Ul&t 1011 U4 
nbotanUall7 apooo4 to Mr. Ohvoh111' • requeot tor •- o1x­
aa4-a-halt b1111oa dollar• ot lon4-loaoo a1d 4111'1ng tho t1rot 
70&1' ot pha.. ho but 1t 414 aot aonUoa aD7 d1oou .. 1oa ot 
oooaoa1o pol1o7 or aD7 pol1o7 ooaa1 taoah oa tho part ot tho 
Br1t1oh Go•ora.eat. 

Oa loptoa'bor 17th I aoool'd1ngl7 111'184 JOil to aalto eloar 
to Mr. Ot.roh111 that ODe ot tho pl'18&l'J taotoro 1a ooaaoo­
Uoa 111 th pllaoo two ot lon4•louo, 1ll exoo .. ot tho otratog1o 
aoe4o of tho Pao1t1o war, wollld be t ho oolllldao .. ot tho 
oooaoa1o. pol1o7 adopto4 'b7 Great 111'1 tala. 

I ban Jut lou.aod Ul&t Lord loJDeo 1o aow oa roato to 
t hh 0011Dtr)" to be a't'&l~blo to d1oouo tho t1nano1al. d ta&Uoa 
of tale Ull1to4 ltnat• Go't'Onaaoat. 

Ae .... o-s.u •• opoo1t1o4 1ll J011l' a.ol'&D4• of hpt•'llel' 
l&th hao all'oad7 bop d1ooaodoae with tho ll'1Uoh aad 1a now 
of Lord lOJD••' 111pon41Ag &l'l'1't'al 1ll thio oawatl"J, U 1o 
ap.rtaat that n now wbat 7011 ea14 to Mr. 0hlll'oh1U, either 
at Qubeo or IIJd,o Part, along tho Uaoo I ngeotodo It 11 
abo 1Jiip0ruat to taow wbethor 1011 ooaolder JOill' ape••• 111 th 
tho Pl'lao ll1a1ohr to otnr ~ oxtODoloa ot 10D4-loaoo &14 to 
tho , .. 1t1o f1pre ot ... eoo,ooo,ooo or wothor 7n 11ltoa4o4 
that 0114-loaoo &14 Uo.u 'bo b&oo4 apoa opoo1t1o poooo ...... 
l'athor thaD 1IPOil tbo pnporUoa, ao Xro O!l'lll'allU.l. U4 naootod, 

ot 
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ot 81'1 Ueh 1Adut17 wbloh a1pt be oonnrhd to peaoe-tlae produt1oa. 

:PerhQe 1t -u be uet\ll 1t I .-..riaed brhn:r at th1e point the lenl•leaee probl .. ae I eee 1t an4 wbat -:r aeeoo1atee and I 1n the Depertaent of ltate haYe been tr:r1JIC to doo Soon atter we besaa to tarDillh len4-leaee aee1etanoe to Great Britain 11D4er the .lot ot llaroh 11, liiG, 1t beouo a;pparent that the YOl•o ot noh a111etanoe woald han to be on eaoh a 1a.rp eoale that there ooald be no queet1oa ot the Br1tiah Qoye~ent'e repayiaa •• 1n t\lll ei ther 1n aone:r or 1a ,oodeo We had treeh 1n 01U' a1nde the world ft1" 4ebh probl... We tnew that eYan 1t the Bri Ullh o01114 prodaoo tbe pode to repq u 1t would aot be po .. 1ble tor the Ua1 ted lt&t11 to aooopt th... On Fobrur;r u, 11142 we theretere oonollllled an qreoaent w1 th the Bri Ueh hYernaent oa the pr1no1plll ~:rial to •tual a14o !bat ap-eoaant wae neo11oar1l;r a prol1a1nar:r ono e1Aoe ao wae reoopiaed the t1aal 4ehra1noUoa of tho tei'Q an4 oon41 Uoae under wh1oh the United nnc«o• reoe1Yed noh aid and ot tho benet1te to be reoe1Ye4 b:r the United ltatee 1n return therefor 11hou4 be deterred untU the enent ot the 4etanee aid 1e knOWil aa4 the progre11 of eYIIIte aakee oleerer the t1aal terwe ant oon41Uone and bonetlte wbloh will be 1A the autual 1ntereete 1 of the two oountr1ee and will proaote the eetabl1ab­aent an4 aaintenanoe ot world peaoe. 

'1'he heart ot the ap-eeaent wae ot OOIU'II .Art1ele VII wbloh I quote 1n tall tor read;r reterenoe1 
1 In the t1Aal 4et«ratnat1on of the banet1te to be prortde4 to the United 8tahe ot Aaer1oa b;r the GoYernaent ot the United I1a~oa 1n return tor aid tvn1ehed uder the .lot ot Oonfe" ot K.roh 11, lii.U, the terwe an4 eon-41t1one thereo ahall be noh ae not to lnlrden •-ree betw.oa the two oo11Dtr1ee, but to ~ote •tuall:r a4Yaa­'-C ... • eoonoaio relatione between thea and the htterwent ot worl4-w14e eoonoa1o relatione. 1'o that end, thl:r ehall 1nolu41 proY1e1on tor ap-eed .. t1oa b;r the United Btatee ot Amer1oa an4 the United I1aa4oa, open to pert1o1pat1on b;r all other ooantl'loe ot Ute a1Dd, 41reote4 to the expane1on, b;r appropriate 1nternat1onal and doaeeUe aeanr11, ot pretuUon, u,plo;raoat, aa4 the e:uhaqo an4 oonnapt1on ot pote, wblola are the •tol'lal toa4at1one of the Ubert:r and welfare of all poopleeJ to tbe ol1a1Da­t1on of all ferae of 41eor1a1natoJ7 treataent 1a 1nteraa­t1oaal ooueree, an4 to the reduot1on ot tar1tte and otaaer trede 'Nrr1ero; .. ,, 1A IODoral, to the attoinaoat of all 

the 
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tho eooaoalo obJootlYoo oot forth 1a ~. Joint Doo1arat1oa 
aado OD .ballot 11, 1141, b7 ~o ProddODt ot tho Ulllhd 
Aatoo ot laorloo aad ~o Pl'l• IU.D1ohr of ~· Un1to4 
~~-

•At aa oarlJ OODYOD10IIt 4ato, OODYoroat10IIO ohal1 
bo bopa botwoOD the two CleYeruento with a now to 
4otorata1Ag, 1D tho 11pt ot so•orlliag ooODoaio ooD41t1oao, 
the boot ...ao of attala1ac tho abo•o-otato4 obJootl••• 
b7 tho1r oVD apooo4 aoUon aD4 of oo.t.l.Dlr the apooo4 
aeUOD of other U.o-at !M\o4 CloYel"'llleDb~'~ 

8J taw t~ w _._.took tho DOJOUaUoa of tblo apoo..at 
U wao o10U" to ao tbat tho pr1Do1s-l bollot1 to ftlob wo alpt. 
upoot .. obtala 1.7 1D tho t1ol.4 4oool"1bo4 1D .btlolo m. a. 
Odto& ltatoo 4ooo aot aoo4- 4oa1ro ear oooaloa of tol'l"ltoii'J 
holt tho 1JAUo4 U.,.... 1M propwa oot forth 1a Artlo1o ru 
UiprooH4 M ao balDI oao 1D41opeooab1o to ooii41Uoao 1a wbloll 
worlt poaeo oo1114 OIU'Yln. l fol t then aat l tool aow tbat ao 
oo1loot1Yo OJOt .. of o...r1t7 ooa bo ospeoto4 to work ualooo 
atoquto ... 0111'00 are takOD 111 ~· t1o14 of world oooaoaloo to 
bold nt bopo of a tolora"blo ota!M\ar4 of 11Y1Dc to all pooploo. 

Ycna Y111 reoall tho 41ff1oult1oo whloh wo hat 111 ptt1ng 
tho Brltlob GoYornaont to acroo to Al't1olo VII. It vao 7our 
1ntoroooo1oa vlth Mr. 0bMI'ob111 at ~• laot aoaont wbloh flDall7 
porou4o4 h1a to tako the Brl Uoh Oab1Dot oloag Y1 ~ h1a 1ft 
aona1Df tblo oo.altMat. UatortuatolJ ~. o-s.taont 
wao aoooooarU7 1D4of1a1 to. It wo1114 perhapo bo bettor to 
toeorlbo 1t ao a otat .. oat of aa apoo ... nt on obJoot1Yo 
w1 tbnt a bi.D41Da .-itaODt 00 to tho W&70 ODe! MallO bJ 
wbloh tho obJoodYo walt ba roalho4. 

l attaobo4 YOII'J I'Oal lllportaaoo to tblo wbolo qaooUoa 
boo .. oo of a --... of 41ot11rb1Jia tro!M\o 11b1ob wro Y1oUtlo 
tbi'O._....t tho world 11111101' war-Uao ooii41Uoao. oao of tbeoo 
wao aa -uoaal trfODoJ, 11b1oh l foar ~ bo OQ&ltlo of bolq 
traaolato4 1ato fOY ...... ntal aouoa tovar.4 tbo utoao1!_a, 
rather tbaa the o~a11aODt, of laporlal profoi'Oiloo. nuo wao 
to•"btlooo •• to aa approo1atloa 111 tho UD1to4 11qf.oa of 
tho odollt aD4 topoo to 11b1ob tho DoalD10Do ant tiW Oo1oD1al 
Poooooo1oao Mqtporto& tho -.. onat17 1a tbo war ottorto 
Aaothol' th1Di wblob 41ot11J')o4- VU ~0 fl'ut a4YOOMJ 1D 
ll'oat lr1ta1D, ...... on tho paot of oo• III'J.tlob off1o1alo 
that ll"1tata1 o poot-war oo•oi'01al pol1o7 otcdt. bo "baoo4 oa 
41oortwotnotoii'J "bllatwal &ll't•ODto. tld.o wao Ulil aoae& of 

11U .. 
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Bitler aa4 till totalitarian~. It 414Jl't work tor Gei'MIIIJ' aa4 w laMiw tlaat it won't work tor lr1ta1D or a111r ot!ler --u,.. 
Yft will rHall tlaat 1a lepteUor all Ooto'ber ot lut ,...r w 11811 MlltUelltial Mllftraatlou at till aport lon1 witla r-..oa..natlna of tlao lr1t1a!a Goftl'IIMJlt on tiM o'll~odi'ft Mt tertia ill &rtlelo YII. 1Jo •to Muitora'lllo '"'" .. 1a .. 41a .... ioa witla tlao lr1t1ala o;qorta. n ... ..., •• tlaat w w 1t 'llo alllo to ro.- tMao oonnraat1ou ill ro'lllrllaJ'7 1944e !bla 1IU DOt poal1111o, lacWftrl IIOOiaUO tile lr1t1all ..,...-. •• lata Utt1nlt1oa at t1ao ca111Det lO'ftle la ot1aer 'IIOI'U tlao lritla!a CalllMt u roooa\17 aa ApU ot tlda ,.ar ... rolut.allt to 10 tolftl'4 ona wiua OQOl'\ Uaoudou oa t1ao prop• aot tortla 1a &rtlolo YII alMo tW wro Mt a'lllo to roaa!a ocr-lit _,Ill tla ••1'fta u to 'IIMtlllr ~ wuatot to proo ... 1a t1ao UJ'Ht10D laid 40WJl ia lrtialo m. 
latval17 w 4on1t lmow at tbla tbo tbl oxtont to Wbioh pullllo op1Jl1on ulll Coqroaa will aupport a proar• tor tbl I'Odutloa ot tr.So 'IIU'r1ora, whloh 1a 111r op1D10D ia iDUapouallle to worl4 poaoo. What ia illportant, bowewr, ia that tile lritlah Gon.-nt aaroo 11a that tb.oJ will DOt llo t1ao ollataolo it w an propare4 to •n alone 1D tlaat 41rooti-. lJl otMr wol'da tbiJ abould llo prepared to 10 alolll witla ua to tM oxtoJlt tlaat n t1n4 it poaaiblo to pro .... , aDI tb1J abould uko it oulor, DOt harder, tor u pol1tioa11J • 

.,. auooiatoa aD4 I M'ft oll4oaon~I'OCI at all tboa to koop 'llotvo till lr1t1ah Gon~ DOt oJllT tbl1r ollll&at1on 11114or &rtlclo YII to prooMd with ua 1a tlao tor.ulatloD of a proP'• bat to l.lll>ro•• QOD tbla tlao d .. irab1U t:r troll till atulllpo1Dt ot tho lritlah c._awaltla 1ta•1t aDI IOMral world OOIIIU.tlona 1a toilla ao. 11ahal'd Law 1Dtonocl - a'bout au wah aao tlaat bla ao ... ~t would llo pre-
l arod to ro.- t1ao lrtiolo YII 41aouaa1ou 1a LoDilon 1D till uat-• • lJl tbl Muatbo our ouerta M'ft 1IMD liard at work on tbl to: lat10D ot totilllti'ft propoaala. lJl a t• waka I la8po that it will 'llo poaa111lo tor • to lQ' tblao propoaala 'llotero ,.. aDil to U.eua t-. w1 tla JOL .,. nueatioa au ,, 'llo tlaat w Mt , ...... too r.,idlJ witla t1ao -~tloa ot plau fer lorall-1 .... aid 1a pbaM two lloJOII4 till Uroot atratodo ..... ot t1ao PaoUio war 1at1l w an alllo to ... erta1D a little__.. aloar~ tM attltlllo of t1ao lritlala • tlaMo -.oial poliOJ ... ati- allon rotori'OCI to. u I polatod out ill lit' raa&• to J"''' ot hptoUor ltla 

1t 
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1t ..... to .. tbat it 1a 1n the 1ntoreata of tbe peoplo of 
tbe UaitM ltatea tb&t w atellll auu orecU.ta and otber 
ti.DaDa1al uaietuao to tbe Uld.tM ~ tb&t JMT 'lie neooe­
•al7 to noout1t1lto and reatore wbat baa 'Men trA41t1on•llr 
tbe larpet IIU'bt tor A.ar1ou lOGUe ..... t 1 boftftr, 
'Mar 1a ld.D4 tbat tbe UaitM nac-a OaJmllt 81a1Jl MO­
o1tber a po& orecU.t r1ak or tbe larpat ...Ut tor A.ar1ou 
po&a 11111••• abe ton- a ao1ID4 o-reJ.al poUq 4oa1po4 
to 11111reuo tbe n- ot intonational trA4o. 

Aaotbor Mftllt8IO of prooo..Un~ oaut1ou~ 111 th tho 
1.11pl~at1oa of tbe plua tor tile ao ... II1Uta17 part of 
pb&ao tw of loal-louo 1a tho .V1ont1M a1tuat1on nora, u 
ro• ~~ w are 11111t noo1rtnl tllat .. uuro of lr1t1all 
-porauon 11111eb 1a o .. onttal. 
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DEPARTMENT OF' eTATE 
WAeHI NIITON 

CCtober 2, 1944. 
1 PORWI!Il Ia Ill PlSIRIPP! 

I rater to oar ooa•ereatloa 7111ter4af aa4 to the .. IIOI'allcl• whloh I ball4ecl 7011 1D whloh I P'lt OD paper .... \hoaahtl 1D OORDIIOtlOD with the I'IIOODt 41IOUIII111DII With llr. 0blaroh1ll aa4 other 111'1t1eh ott1o1all 1D reprA to 1aa4-leue &1811taDOII to be enODclecl to Great 81'1 tala atter the cleteat ot Ger-an7 ancl before the cleteat ot JapaDo fOr refllriiDOII parpDIIIII I IIDOlOIII a OOP7 Of that ..-oraa,_. 

Oar p141DC thoqbt baa beaD that t ha problea ot proY1a1oa ot t1aaDo1a1 ua1atanoe to Qreat Britain be7oDc1 dU'eot 11111tar7 roqulreaenh h an 1Dtegral part ot ov.r 110at bu1o tore1ga pol1117• Honea I belle•• that the aerot1at1oaa now 11Dcler WA7 on th1a •ubJeot ahou14 not be 41~roocl tro• tba 41aouu1oa ot other extre•17 s..portaat .. nere, .... ot whloh ara aet forth 1D t he aocoapaDJ1ac -raDclu, ancl that no t1nal 4eo1e1one ehou14 be reaohet 1D oonneot1on with thle aepeot ot lencl-leaee aea1etanoe 1aclepeD4ent17 ot an acleqaata olar1t1oat1on ot thllee other ..... I'll. 

I u atra14, t herefore, that we are oourt1111 41eaeter UDle•• the whole .. bJeot 1• haD41ecl •• a .. ttor ot toretca pollo7 rather thaD eolel7 or precloa1naat17 a .. tter ot t1Danoe. 

!he eporat1one ap1107 1n lencl-lllue •ttere h the Pore1p J:oooolllo A4111D1etrat1oa. lat11rall7 there are lalpol'taDt t1aane1al ooae14erat1on• OD wbioh the !rea1111r7 llpartaont ebOillcl be ooanltocl aD4 -·~ 11bloh their a4noe ... aedetanee 111 ot IJ'II&t t.portuee. llaee tble •"tloa 111 ot hn4aMatal lllpertanee 1D OU' torelp pol11171t •-• to .. 1 •• I po1Dtll4 011t to 71111 7••••1'4a7, that 1 t llhoulcl be aetual.LJ 
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baDdle4 b7 ~e D~artaent ot State, v1 til the a41'1ee and aee1etaaee ot roreilft 10onoa1o J4a1D1etratioD, ~e !rea~ Departaent aad other acenoiee ot the OoYeruent that are oonoerne4, 1D aooordanoe with our ouatoa&1'7 prooedure in dealing w1 til euoh qlleeUoaa. I ehould be glad 1t JOil would let .. know whether tb1e •eh with JOIU' approYalo 

lboleRrel 
Meaoraadua tor the 
Prea14ent, date4 
leptnber 80, 11«. 

---~----------~------------



~~ ....... , ..... 
.( --

.. • 80 

f 'C:IO ... L-.& .. 
101'21« _ .. 

tha Prta14ect 



I • 

COPY 

Septeaber ~. 19 ... 

Kp!OIWJD011 !2B lUl PRESID!Ji:r 

:rou will reoall -r ... orandua .ot Septeaber 2, 19''• 
euggeet1ng that 7ou urge upon Kr. vhurohill the earlr 
reauaption ot aanYer1ation1 an eoonoaio polior, and -r memoraa­
dua ot 8ePteaber 8th 1tree1ins the fundamental iaportanoe 
ot predioatlng the exten1ion at tlnanaial a18i1tanoe, 
whether through len4-leale or otherwiae to Great Brltaln 
during phaae two, upon the adoption br the Brlti1h GoYernaent 
ot 10und eoonoalo pol1oie1 de11gned to reviYI the flow ot 
international trade. 

:rour aeaorandua ot Septtaber lBth 1nd1oated that rou had 
eubatantlallr agreed to Kr. 0hurohill 1 a request tor 10ae •1x­
and-a-halt billion dollare ot lend-leaae aid during the tlr1t 
rear ot pha11 two but it did not aention anr d1sou1sion ot 
eoonoaia pallor or aD7 pallor oo .. itaentl on the part ot the 
Briti1h GoYernaent. 

On Septeaber 17th I aaoordlnglr urged 70u to make alear 
to Kr. Churchill that one ot the prlaarr taotore in aonnea­
tlon with pha•e two ot lend-lea1e, in exoeea ot the etrategio 
n11de ot the Pao1t1a war, would be the eoundneae ot the 
eaonoaia pallor adapted by Great Britain. 

• I haYe Juet learned t hat Lord t ernea i1 now en route to 
this oountrr to be &Yailable to di1oues the financial eituatlan 
ot the United Iingdoa GoYernaent. 

A1 the Caaalttee 1peoltled 1n rour aeaoraDdua ot lepteaber 
15th ha1 alreadr begun di10U1e1on1 with the Britl1h and in Ylew 
ot Lord l eJDII1 i.llpiDCU.ng arr1 Yal 1n thll oountrr, it 1e 
important that we know what 70• laid to Xr. Churchill, either 
at Quebeo or !174e Part, along the llnee I eugge1hdo It le 
aleo important to know whether 70u ooneider rour agreeaent with 
the Priae K1D11ter to coYer the exten1ion ot len4-leaee ald to 
the epeoltle tlgure ot ts,eoo,ooo,ooo or whether 70u intended 
that lend-leaee a14 ehould be baeed upon epeoltlo groee neede 
rather than upon the proportion, a1 Kr. Churchill had eugg11Ced, 

at 
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ot BriUah 111dvetrr Wlioh 111ght be oon· ... rted to peau-Uae produouon. 

Perhape it would ~ veetul it I euaaari&ed brietl7 at tb1e point the lend-leaee probl .. ae I eee it and what _, aeeooiatee and I in the J)eparb•t ot ltate ha<re been tr,ing to do. looa atter we began to tllrniah leo&-leaee aeeietanoe to Great Brita1a vnder the Aot ot !Carob 11, liQ, it beoue apparent that the YOlue of evoh auhtanoe would han to be on evoh a large eoale that there ooul4 ~ ao queetloa ot the Brit1eh Go<rer ... nt 1e re~ing ue in tull either 111 110aer or 111 goode. We had treah in our a111de the world war debta problea. We kllew that nen it the Br1tiah oould produoe the r.ode to reJ)a7 ue it would not be poeaible tor the United Ita ee to aooept thea. On Februarr 2~, lt•e we therefore oonola4e4 an .greeaent with the Britieh Go<reraaent on the priaoiplee applr111g to atv.al ald. That agreeaent wae neoeeear1l7 a prel1a1narr one einoe ae wae reoogni&ed the final deter111nation ot the terae and conditione under wb1oh the Un1 ted Ii.ngdoa reoei'1'8d euoh aid and ot the benet1te to be reoei<red b7 the Un1 ted 8tatee in renrn therefor 1 ahould be deterred VDt11 the exhnt ot the detenu aid ie known and the progreu ot e<rente aaltee clearer the final terae and ooD41.tione and benetite Wl1oh will be 111 the avtual intereete• ot the two oolllltriea and will proaote the eatablilh-.. nt and aa1ntananoa ot world peaoe. 

!he heart ot the agree11ent wae ot oouraa Art1oll VII wh1oh I quote 111 tull tor raad7 reterenoel 
1In the final 4etera1naUoa ot the benetite to be proY1ded to the Un1 ted Statu ot Allerioa b7 the CJonrnaent ot the UD1. ted Ii.Agdoa 111 return tor aid turn1ahed under the Aot ot Oongreee ot Maroh 11, ltQ, the terae and ooa­d1tiona thereot ehall be euoh ae not to burden ooaaeree between the two ooVDtriee, but to praaote autuall7 adYan­tageoua eoon-io relatione between th• and the bettera.n t ot vorl4-wide eoonolllo relatione. !o that end, the7 ehall include proYieion tor agreed aotion b7 the United 8tatee ot Aaerioa and the Unit ed Iingdoa, open to partio1pation b7 all other oountr1ee ot l11te 111nd, 41reote4 to the expaneion, b7 .ppropriate 111ternat1onal and ._.eatlo aeaeuree, ot produotlon, eaplor .. nt, and the exchange and ooneupt1oa ot goode, wb1oh are t he aaterlal tOIUldat~one ot the llbertr and welfare ot all peoplee; to the el1.a111a­t1on ot all torae ot dhor1111natorr treat•nt in 1nterna­t1onal oo ... roe, •d to tha redllotloa ot tarltte and other trade 'barr1ereJ and, 1a reneral, to the aUa1naent ot all 

the 
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the eoonoa1o obJeot1Yee eet f orth 1n the Joint Decl aration 
.. de on Auguet 12, 18~, b7 the Pree14ent of the United 
Stat" of Aaer1oa and the PriM M1a1ehr of the United I1ng4oa. 

"At an earl 7 oonYea1ent date, oon•eraat1one eball be besua betnea tbe two Oonl"Jlaente with ~ new to 
deteN1Jliq, 1n the 111ht of pYera1ag eoonoale ooa41 none, 
the b81t .. an• of atta1a1ns the aboYe-etated obJeoU Yee 
b:y their oWD asreed aoC1on and ot .. et1nf the agreed 
aot1on of other 11te-a1aded OoYernaente. 

&.r the t1ae •• undertook the negot1at1oa of th1e asreeaeat U wae clear to ae that the pr1Ao1pal benef1h wbloh n a11ht 
eZPeot to obta1a 1&7 1A the fleld 4eeor1bed 1A Art1ole YII. !he 
Utllted Statu doee not aeed nor 4u1re anr oeulon of terr1 tor7 
froa the Un1 ted Unsdoa. 'fhe progru eet forth 1n Artlole fii 
1llqlr'e .. ed •• ae belAB one 1Ad1epeneable to oond1t1one 1A wh1oh 
world peaoe oolll.d 11ll'1'1Yio I felt then and I feel now that ao 
oolleot1Ye •7•t•• of eeour1t7 oan be expeoted to wort ualeee 
adeqllate aeaeuee are taken 1A the fleld of worl4 eoonoa1oe to 
hold Ollt bope of a tolerable etandar4 of 11Y1ft8 to all peopl••• 

!Oil ¥111 reoall the 41ff1oult1ee wbloh we had 1A settlor 
the lr1t1eh CJoyernaent to agree to Artlole fiio It wae JOilr 
1ateroeu1on with Mr. Omaroh111 at the laet aoaent which f1nall7 
per111adecl h1ll to tate the Br1t1eh Cabinet alons with hla 1A 
a111la1ag We ooa.itaute Unfortunatel7 the oo•ltaont 
wae neoe11ar1l7 1ndef1111teo It wolll.4 perhape be better to 
4eeor1be 1t ae a etataaent of an agreaaent on obJeot1Ye 
wUhout a b1nd1ns ooaauaent ae to the W&JI and aeane b7 
wh1oh the obJeot1n wolll.d be reall&edo 

I attuhed ••rr real 1aportanoe to We whole queet1oa b"au" of a naaber of 41eturb1ns trende wbloh were Y1e1ble 
throllghoat the world llDder war-tlae oon41t1one. One of th111 
wae an •otlonal tendeDOJe wbloh I fear D&7 be oapable of be1ns 
tranelated into fOYernaental aoUon toward the extenelon, 
rather ttwl the outallaent, of Iaperlal prefereaoe. fhle wae 
doabtleee clue to an appreo1at1on 1A the United nn~oa of 
the extent aD4 «•P'" to wbloh the Doa1n1o11e aD4 the Colonial Poeeeee1elle .-pported the hoae oou11tr, 1a the war effort. 
Another thlaa whloh d1etube4 • wae the tJoant aclYoeao7 1n 
Great lr1ta111, eYeD 011 the part ot •••• Br1t1oh off1o1ale that lr1ta1a 1 e poet-war eo ... rolal pol107 ohOilld be baeed 011 
41eor1a1natorr bilateral apoe .... te. !bie wae the aetho4 of 
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Kl Uer and the tota1Uar1ane. Ito 414n' t work for GtnaJ17 
and ve lulov that u won' t work for Br1 tala or anr ali her 
oountr)'o 

You will recall that 1n lepteaber and October of laet 
rear •• had oont14ent1al oonYereatlone at t he expert leYel 
v1th repreeentat1Yee of the Britleh OoYernaent on the 
obJeot1Ye 1et forth in Art1ole YII. We aade oone1derable 
pro,re11 1D oar d1eoa1e1on with the Br1t1eh experte. It 
VII hoped that ve would be abl1 t o re.uae these oonYereat1one 
1n PebruaJ7 19.Uo !tue VII not pou1ble, boveYer, beoau11 
the Br1t1eh experte ran into 41tt1oult1ee at the Cabinet 
leYelo In other worde tbl Br1t11h Cabinet a1 reoentl7 a1 
April ot this 7ear VII relaotant to &O forward nen with 
expert 41eouu1one on Ule pro,raa 11t forth 1n ArUole YII 
e1noe tbl7 were not able to reach agreeaent aaong theaeelYee 
a1 to whether the7 wanted to prooeed 1D t he 41reoUon la14 
dow 1n .lrUole YII. 

laturall7 we don't lulow at th1e t1ae the extent to 
wh1oh publ1o op1n1oa and Congrees v1ll eupport a prograa 
tor t he reduction ot trade barr1ere, which 1n ar op1n1on 
11 1nd1epeneable to wor ld peaoe. What le 1sportant , hoveYer, 
11 that the Brltleh OoTernaent agree B2l that the7 will 
not be t he obetaole it ve are prepared to aoYe alon8 ln 
that 41reot1on. Ia ot her worde t he7 ehoald be prepared to 
go alone vlth ue to the extent that •• tln4 1t poeslble to 
pr oceed, and th17 ehould aalte lt easier, not harder, tor 
Ul pol1Uoall7• 

M7 aeeoo1atee and I haYe eo4eaYorl4 at all tlaee to 
keep before the Br1t1eh GoYernaent not onl 7 their obllsatlon 
Wlder .lrt1ole YII to pro11ed with a1 1D t he tor1Allat1on ot 
a prograa but to l~r••• upon th .. the 4ee1rablllt7 troa 
the -'all4po1nt ot the lr1 Ueh Ca.aonweal t h 1 teelt an4 
general world oond1Uon1 l n 401118 IOo Richard Law 1ntorae4 
ae about 11x week• &80 that hl l GoYernaent would be pre­
pared to resuae the Art1ol e YII 41eouee1ons 1D London 
1 1n the autuan•. In the aeantlae our experte haTe been 
hard at worlt on the toraulatlon ot detla1t1Yt propo1al1o 
In a tev net• I hope that U will be pouible tor ae to 
117 thue propoeale betol'l JOU and to 411oaes t hea wi Ul 
7'"• 117 nguUoa wo'al4 be that we aot proceed too rq~141J 
with tbl t.pleaentatloa ot plane tor lead-lea•• a14 1a pbaee 
two b170Dd tbl 41reot etrateflo aeede ot the Pao1t1o war Wltll 
n are able to aeoerta1a a 1 tUe 110re llearlJ tbl aUltade of 
the Brlt11h oa tbl11 oa.aere1al polio7 queet1oae aboYe referred 
to. Ae I po1ate4 oat 1a ar ....... a .. to 70u of lepteabar ltk 

u 



it ••••• to •• tha' 1t 11 in the 1ntereete or the people or the United 8tatee •hat we extend euoh oredite and other 
tinanoial aesietanoe to the United I1ng4oa that aa1 be neoee­
l&r1 to reoonatituta and r setore what hae been traditionall1 
the largeet aarket tor Aaerioan goode. We ~et, boweYer, 
bear in ~nd t hat the United IiftSdo• eannot again beoo .. 
either a good ore4it riek or the laraeat -artet t or Aaer1oaa 
gooda unless lhe followe a eoWDd o~eroial polio1 4ea1gned 
to inor eaee the flow or international trade. 

Another a4Yantage of prooee41ng oautioual1 with \be 
t.ple .. ntation ot the plane tor the non-ail1tarJ part of phaee two ot lend-leaaa ia the Argentine eituation where, ae 10u know, we are not reoe1Yin( that aeaeure ot Br1t1ah 
oooperat1on wbioh ie ••••••tal. 
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WAeHI .. GTOif 

October 1V, 1V44 

lmiOIWillllll POR THE PRES XlliiN'l' 

Tbert la tran.altted he~ewlth a report on intern&· 
tlonal oammod1 ty arrangement• wbloh haa 'been approved bJ 
the Kxtout iYt Committee on Eoonom1o Pore1gn Polior. £a 
1n.41oatad 1n tbe c.o•er in.g ,,..,.rr• the report recoamanda 
the ta ta'bllabaent or a.n 1.ntern~t onal ocr:wod.lty org&nJ.· 
&at1on tor racilitat1ng cooperation aaong governm.nta 1n 
d .. l1n; with oo.aodlty probl .. a ot world toope, euch •• 
tboae preeent4t4 'by cotton, augar1 an4 wb.eat. It al.o 
Noa.sanda tbt tatabl1abmant ot an lntema t1onal code 
ot pr1Do1plae tor so··~· under tnt ·~rv1e1on 0~ 
thAt organ.l.&&t1on, the negotiation, prov1t1ona, and 
ope,..tloc or lntar-.goYtrn.antal •ar••ente 1o. reapect 
ot particular oa.noditlea. 

Wlc.b reterence to the queatlon ot the place ot a.n 
.lnteM:~&Uoa.l coa::aodley or~n1tat1on 1D the rraatWOl"k of' 
warld econa.lo organ1Eat1o~, the ~eoutlvt Co.alt~e 4e• 
oi4e4 to dater con•14eret1on until a l&tar date at wnlch 
tlat tbt w.bJaot will ta conal4ert4 aa part or tho aenera.l 
problem or worl4 economic organ1t atlon. 

I &a tavorabl7 dlapoaa4 to the report aa a whole 
aepe0~17 aa a baela tor turtbtr dito\ltllona, 1! rou 
oonour, with the Oovarnaenta or the United K1n.g4cm and 
cana4&, an4 alao • ltb tbe aov•r~nta ot other countrlee . 

IDe>loev. r 

SeOHt doo-~ 
a-r D-511/" lwlth 
.~ .. -~ D-24/••1 
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. . ECEPP D-5'5'/4-4 
September 19 1 194.4 

IP!tfVUYB cwmp 01! EC(l!(I(JC FOJJEIG!f POLICX 

Committee on Commodity Agreement• • 

SUlDWIY OF THE REPORf OR Im'ERNATIONAL 
ccn:ODITY ARRANGIWENTS 

!he introduction ot the report briefly reviewa tbe· 
principal rec~tiona on international co.ao4it:r 
orcanization eofttained 1n tbe re.olutions or the Hot 
Sprtncs Conference on Food and A&riClll.ture and the Second 
Report ot the Interia Pood CC811111on, and calla atten­
tion to the intoraal exchaa&e ot vi ... on international 
ca.odity policy which took place laet tall and winter 
between representative• or the UDited States and the 
UDited ICingdoa and canada respectively. The case tor 
a jo1ntl:r agreed 1nternatlonal commodity policy is held 
to rest upon tour seta ot conditions namely, (a) the 
ettects or the present war in promoting a lopsided devel­
opment or raw material production, and the subsequent 
likelihood or serious naladj~stnent in the conditions ot 
au~ply and del:IIUld or a nunbor or pril:ulr;· connodi ties 
during the post-uor ~oriod ; (b) the failure or the price 
aec~Anisn in certain cases to adiust production readily 
to peace- time chancel in the bas c condition• or supply 
and demand; (c) the demonatrated instability or raw 
material prices and incomes in recent decades ; and (d) 
the need tor reconcilin& ex1stin& unilateral national 
policies in s~pport ot internationally- traded comood1· 
tiea with international policies tor the promotion of 
-.erld trade. 

The Coaaittee believes that a nuaber or special 
v.obleu ot econoaic uladjuatmant in primary c~i­
Uea are likely to ex1at in the poat-war period , even 
1t i t be aaau.ed that a h1&h decree ot succeaa will be 
achined 1n the procraa tor the relaxation ot inter­
national trade barrter1 and other procrau t or toter­
national economi c expan~ton. It bel ieves, turtberaore , . . . 

.. that ..... 
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that a properly conceived and executed , selective pro­cram tor international commodity agreements can be harmonized with a broad program or international economic expansion, and aay actually enhance, rather than iopair the prospect& or atta1ninc the objectives ot a policy or removing international t rade barriers . · The report recog­nizes , however, that it wi ll be necessary to provide adequate safeguards against possible abuses or inter­national coiiDOdity acreementa. These sate guards include 
provisio~ tor the protection or the interests or con­sumers, minority croups of producers, and other intereets concerned in international commodity agreements , and turther provi1ions that such international comaodity &IT&JICements shall prodote as their ult1."1&te objective the expansion or ett1c1ent production in place or inett1c1ent production. 

The Ca..1ttee recaa.anda the establ~sbment1 alone lines to be diacussed below, of an international COIII­modity organization tor the tollowin& purposesa 
1. To investigate and study international primary cocmodity problems with a view to making recommendation~ to covernments1 

2 , To facilitate dis~ssion and cooperation among governments in dealing with internationll primary com­modity problems; and 

) , To participate in, and to supervise, the formu­lation and operation ot such international commodity arrangements as may be deemed desirable , 1n order to 
1ns~re that they shall be in accord v1th an agreed code ot principles. 

As an euential part or 1uch an international com­modity organization the Committee recommends acceptance of a code or princi ples tor international comaod1ty pol­icy. These principles relate to the r11hta and obl1ca­t10nl ot covarn.enta as ... bert or tho International c~1ty orcanization, and the methods to be observed in toJ'IIIIllatinl and operatiq international commodity aareement• • 

:71th re1poct to the various propolllls t or 1pter­ut1oaal butter 1tockl 1n priary c a4iUea , par­t1ou1arl¥ the propoaal tor a proiJ'UI ot butt er atockl 

operat1ciU 
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operations w1 th broad eo1111110di tr coverage as a neana or 
promoting ganeral internationa econooic stability, the 
Committee recoaaende that the problea be referred to 
the proposed international coooodity organization tor 
further study. Although the Coamittee has considered 
the subject at lencth and has had the benefit or a 
special study on butter stock1 prepared by one ot its 
1ubcommitteea (lee attached memoranduo on International 
Butter Stockl) , it believes that the problem• and ditti­
cultiea ot a procraa or international butter stocks are 
ot such a character as to Q&ke it unwise to co beyond 
th11 reooant114at1on at the pre1ant time. 

In the final eectlon ot tbe report dealinc w1tb tbe 
etncture ot tbe 1nteraat10Dal orpnization1 the Coaaittee 
reo~nd• the eetabliabMftt of an internat1onel coiiiiiiOdity 
o~11e1on u part ot eucb world eco11011ic organization 'as 
MJ be aet Up . It will be a11ent1al that the policies and 
operations of tbe o01a0d1ty orpnization be 1'\.lly coordi­
nated with the policies of other specialized agenciel 
which have 'been, or M7 be, aet up in the fields or trade 
and production, finance , tCiod and agriculture, and labor . 

The •Jority of the Coamittee feel• that 1t an inter­
national orcantzation tor trade and production i• formed, 
thil integration of poli ciel could best be achieved through 
havinS the commodity commiaeion as a branch or such an 
acency. The r~entativea ot the Department ot Agri­
culture on the 1ttee Jlold that the commodity organ­
ization should not be part or a ceneral trade and produc­
tion body. Whatever the D&ch1nery, the COCIIittoe 1s 
unanilloualy of the opinion that the coordination or coa­
aodity and other ecoDoaic policies is es1ential. 
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IIBPOR:t' ON IIIT!RNATIO!W. 
COI!UODITY ARRANGBIWITS 

I , ItmsrJ)t!CUO!f 

ECEFP D- 5'5'/44 
September 19,1944 

At the ~ted Nations Conference on Food and Agri­
culture in the spi'1Da ot 1943, a prominent place was 
given to the cUscuulon or the functions or international 
c011111od1ty al'l'an&BIIents 1n w rov1ng the syste111 or 1nter-
1Ult1onal 00illodt~1 distriblltlon. 'l'he F1nal Act ot the 
Conference contained a resolution which stated 1n part 
that internatioul ca.odlty arranaements might play a 
uaetul part 1n tur.tbering the broad purposea or a policy 
ot econoaic expanalon, by mit1fat1ng extreme f luctuations 
in the prices ot fooda and agr cultural products, and by 
promoting readjustment 1n the acale and char acter or pro­
duction ot internationally-traded commodities . :t'he reso­
lution declar ed ho~ever, that turther study ~ould be 
necess~ to de!ermine the preci se forms ~h1ch these ar­
r angements ahould t ake and the extent to which regulation 
ot rroduction might be needed. :t'he Conference reconnended 
that international co~oditr arrangements ~ould be so 
desi gned as to promote the expansion or an orderly rorld 
economy, that a body of broad principl es should be devel­
oped regarding the to~ulation and administration of such · 
international coiDDIOd1ty arrangements and ·t.ba.t an inter­
national organization should be created at an ear~y date 
to study the teaaib1l1ty and desi r.ability or such arrange­
ments ~ith refereno& to individual commodities . :t'he in­
t ernational organization would , in arprorriate cases, 
1ni tiate or review auch arrangements and gui de and coor­
dinate their operation in accor dance Tith the arreed 
principles and 1n cloae harllony with programs i n other 
fields ot international eCI)nom1c activity to the end the.t 
tte objective ot' raiaint the conaumption levela or aal 
peoplea 'llitht be J:OI.t ettectively served. . . . 

In CIOQtormi-t.y Wtth. tbe reeoaa8114at1ona or the Hot 
Spr!DP Colrtweue,. the hcon4 R•l"'rt or the In~erill 
Poo4 eo.iadOJl SA .t..uarfj-J44 at.~ -the ro~_ow1nc 
with rupeot t o 1atc;~at11 aarlCultural- co1111110d1.ty · 
arrans~~~~m~a 
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internationally diverse or con!lictinc national price and Mrketin& policies and procru:s1 (b) el:lll­inattna excessiYe tluctustions in prices; (c) mi ti­cattna some or tbe errecta or trade cycles; (d) main­te'"'n• adequate supplies tor cona11111ers; and (e) in­aurtna aarkets tor producers Phile promot1nc d .. ir­able ad3ustments in qricul turel rroduction. CoiiiDO­d1ty arr&n~-ta ror non-acr1culturel proc!ucta have a aia11ar role -to pertora, and to secure tairneaa ot treataent, avoid oontue1on, and eatablilh cona1etent pol1c!ee, the c:oa..ua10D reco•eads to Us coaatituent c•-t• that 1Dletlbi.t10Dal c:. adity arranaements both acr1oultural &Dd non-acr1cultur al product• be coordinated Wid• the aupen1aion and d i rection ot a linale 1Dt41rD&t10Dal authority, The..co-'aaion fUrther r1001aead1 that pr1nc1plee coverninc inter­national collllll0d1tr arrancaenta tor all classes or producta abo\ 1d be tonulatld by a epee ill interna­tional conterlbee and tbat thereafter there should be establi shed an international authority to review in tbe Ucht of urerience the application or tbe principles so tonulltld &Dd to coordinate and super­vile the addnlatration ot individual cormr.od1ty ar­ranaaants . " 

The subject ot rost-war international commodity pol­icy ras also taken up in the course ot the informal ecoDOmic conversations laat tall and winter bet~een repre­eentatina or the United States and the United Xincd0111. an4 Canada, respecti vely, Tbese meetings were entirely uplontory in character, bllt tbey provided an occasion tor tbe uchance or ,.-elu:1Dar:r do~ts shich served in aou. res,.at1 to reduce. the broad lancu•l• or the Hot dpr tnas resolution an 1Dternational coaodl ty arranae­-ta to .ore 1peoltlc 1aauea. 'lhlle tbele conversations r enalld a IV.bltantlel st•nar1t:r or views on m&n1 rrob­lllls , there was no clear~cut qre-t on tbe poaaible aco,. of post••ar 1Dt.rnat10aal ec 41 ty policy or tbe rel&t1n ..-ltt of 1D~Uo~ co.o«tty arr&n~-.nts of tbl ~ ataolc ~ U..e, 11Welvtna the quant1-tatln ~t..et H ~tiOD. Jevwtlle:t.a, .... fltottllr&· ,.. doa tbat tbiN is . ==-- • -,., r'."fO"IftllllnU' to 10 tb ,s, •• poll Nulrilii ot saten&tional: oc-o-•ur •• '•~ •'"" tiM ta.a ,nrtoua17 hal 'bHft ---· 
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II. SWJMPZ gz Dl fltQptp 

!'he caee tor a Jointly a1reed international c011110· 41t7 policy re1t1 upon tour 1et1 of.oondittona, namely, (a) tile effects of :the pre~ent war 1n promotinl e lop­aided dwelo~ent of rn Mter tal p:roducuon, an4 the aub11quet 11kel1boo4 ot aertou• llala43uetaent in tile ~ coll41tlonl ot 1uppl7 an4 4.-nct ot a -ber ot priaar)' cosoditlea dUI'inl tbl polt-ftr period! (b) the fe11ure ot the prl ca aacbanl111 ln certain oaa11 to adJuet produc­tion 1'1114111 to paace-tt.e·~-· 1n the bae1e condtttoaa ot aupplJ UIO 4_.1 (c) tbl llw:natratld 1netab111t)' ot r• MtarW prlcN ...S fn_., 1n recent deca4ea; {4) tbl 118111 tor toeooaoAJIII U1at1DC unilateral ut1011al pollolea fB _.pport of ~t10Dtl11·trade4 co~ltlea With 1Jiternat1ona1 politJl~tor tlla pl'OIIOtlon ot world trade. 

W1tll respect to taw•• tov conllitlona tile toll.owtnc u:planat1on _, be llltldel 

{a) 1'he til'llt world war ••• reepon1ible 1n put tor e aaaber ot caael ot dislocation 1n .. rket relation­ah1pa wllich proud d1tt1CIIllt to adjuat 1n tile enautna period ot peace. Wheat, aucar, ana tin may be cited •• examples. the 4ial ocat1ona ot production and inte~t1onal t r ade 1n ataple pr1aaf7 CQDD041t!ea are llkel7 to be eve~ ll'lltar to110wiq tbla war thaD ~tter tile last, because the acoP. ot tile contUct b broader and tile acricultural and lliMI'a1 r11ources and llal'keta of Southeastern .l1ia1_ • •· as •ell as bope, have bleD cut ott fl'o11 the r eat of trui 'I'Orld. Once noraal tnae cballnela are reopened on a world· wide balls, tile f:bl., or txc"a world auppl111 are 11kll7 to be •-e in " oases 1n wblch new IO\IJ'Cel of aupplJ or aubatitllte pro4uctl bave been 4weloped 4ur1q tbe wr. 
In 10111 Wt.noea tile pr oblae ot- ad3uetaent .a)' 110t be eer ioue eDOil&h to reliQUe epeclal actlonJ and 1D otblr cuee, ~ UJ'IIN-.o'te ot a bllateu or altl• -

lateral...., ... ~-~ ... --·-.., 1\lttlot J:o 1i ilitM1117. HI!Jjaita.t lid U11Uf4at10Jl 'laqut Iiili ---t1ona1 CCII 1111t1 llal'lcetl aa4 *It• • liiil ~ iapaotl 1IIIOD tbe prod,.aillt UJU• ;.o•.u., -... ... , Ulat tbere 
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will r ... in a number ·or ca1e1 in which, beginninc either 
in the tranaition period rollowinc the armistice, or at 
acme point in time tbereattar, the diacrepancy between 
available productive capacity or auppliea and prospective 
demand 11 likely to be craater than can be readily adJusted. 
by reliance upon the ordinary proce11a1 or the tree •rket. 
UnleiS the problaa or IUcb branch .. or prillary production 
are dealt wttb b)' apoM4 intamatioaal procrau or adJuat­
aent, the p11cbt or tbeae 1n4utr1aa ai&bt call rorth 
YU'iOU8 Ut1oaal -SUI'U ot IOY~t pr<>tection, to 
the po181ble detr1Hilt or the p.-oan. tor the relaxation 
ot trade barl'iua OD a world·wtde 'baa1a. Allen& pou1ble 
UIIIJilea or oo..od1ti .. 'lb1ob.., pre .. nt IUJ'plue probl ... 
or thia tJ.pe, oDoe !!Ol'ld tra!e S.a reeltablilhad. on a peace­
Uma bdS.a, uoe nblilr, 'III)Oil.t rata 8114 oua, alW111111111 
_..aea1ua, copper, tin aad Dlt•atea. 

(b) ln OOD~UOD wttll tbe toreaoinl 1t abould be 
borne 1n ID1JI4 tb&t even undtl' peace-U.a CODditione it 
hal 1n the put p1'09ed acee41Dal1 d1tticult to u1nta1n 
adJutaent between tbe rate or production and the rete 
ot coiiiUIIIPtiOD 1n a II"Rber or oo~1 tiee wbo1e belie 
conditione or eupplJ and demand ware UDdercoinc rapid 
chance· Tba uaual cbaracter1atice or auch caae1 have 
been utreael)' low cOIDodity pricaa 1 low incomes to pro­
ducer s and the accumulation or abnormal stocka, particu­
larly ln connection with var1oua aovarnment procrama to 
:~:port domeatic producera. The dirriculties or such 

uatrial -.y be attributed to a number or causes, auch 
a1 the openinc up or new low-colt 1ources or eupply1 tech­
DOlocical proar••• 1D the production and ~arketinc or the 
product, the devalopaent or 1Ubltitutes1 chance• in con­
~QaPtioD hab1ta, tDoraalad 1aport reatr1ctlons in avail­
able toral&n aarketl aad the as..looationa a•sociatad with 
the tll'lt world war. Blqlar1anca hal ahown that1 1D ep1ta 
or cona11tent1:r low 1nc0ael1 1t il vary dilricult to iJiduca 
aariculturll and other raw .. tar1al producers to leave 
their 1n4uatl'lea. In part th11 11 due to the tact that 
1uoh prod~.-• .., 110t have the oap1 tal or the Jmowladae 
to try al-.Uve 111"0C111ota1 or va r•trained b)' 10cial 
ties 8llll MW.t.· Ull'llt ~ to taw teet tbat adequate 
..u ot alw.\atln ~t tMJ a»t be reecUlJ avail• 
able, JU'UcnalaflJ' 1n t!liM ot 1..-.1 ~1c deprulion. 
!llae, all'laot11n1 ~-t• lD the ton or ovar-capac1t:r 
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in parti cular fields or primary production may persist tor 
many years. 'lheat, oottee, augar, and cotton may be cited 
aa typical ezaaplea ot co.Daditiaa which auttered tram 
peraiatent .aladJuat..nt in the period pr ior to the out­
break ot tbe aecoDd world war. It i s altorather reuon­
al!,le to expect that a certain n1111ber or ~ditiea rill 
be taoe4 With dallar pi'Obl•a attar the preaent world 
war, tboalh it 11&7 ..U proYe to be poaaible to deviae 
aore attecttve MaDS tor the aolutlon ot the probl•a or 
auoh ill4uatr1ea than •• aotuall)' the ca.. in the inter­
war perJod. 

(o) !be r e:l:at1Ye 1Datab1li ty ot the !'r icea or pri-
1111')' pn4uotl1 part1CIIIlaJ'b a1 COIIJIU'ed with the pricea 
or lllllllt'aotured cooU baa Man a frequent aource or ditti­
oult)' in the .. 1DtMaDCe 1114 4evelopl8nt or international 
trade. A reeent Lequa or llation• r eport atatea that• 

"''lvinl the laat tlNilt)t :raara, the price or wheat 
and ot ,tute baa baeD halved three ti&ea within 
about twelve aontha, the price or cotton three 
ttmea 1n perioda ot UDder ei£hteen montha. The 
price ot copper and or lead ..-as halved t our tilDes 
within peri odl or two years and doubled three times 
wen more rapidly. fbe price ot sine waa halved 
tWice 1n eichteen months, ot tin twice in twenty­
tour .,ntha~ sine anc1 l ed doubled in price three 
tiaea in two years or l e111 copner three t imea in 
eichteen 110ntba. On one occasi on the price or 
coltee wu halved 1n aicht 110ntt-.s, on another the 
~e ot IUC&I' trebled in t our 110nths. Between 1920 and 1S33, the price or crude rubber fluctuated 
betww tour c«ata a pound and twent;r-tive t1aea 
that _t, and •• on several occaaiona doubled 
or balved 1n the apaoe or a taw 110nthl." 

quotati on 1t ahould be 
ot ill-desi&ned 

1Datancea 
atMIAI• or 
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index or raw material pricea (in sterl1n&) dropped from 100 in 1929 to SS 1n 1~33 1 While the price index or manufactured coods droppea trom 100 to 81. The wide 
fluctuations to wb1ch the prices ot prt.arJ co .. odities have been lllbJect bave cauile4 periodic bel•nce ot Pl)'­aents probl-. tor oountriea which are beaYil:r c!epeadent upon the proceeds ot their Illes ot priaar:r products in world marketa, an4. ,,his, 1n twon, has ch·en them en 
added incentive to rely upon special ... auras tor con­trol.lJ."' or checkiD& their Sllporta aa a aMIUI or correct­ina !their 1nternat1oll81 t1niDcW poaition. Such uticm­allatio aeuves have shown a tea4eno;r to· peraiat atter the 8Ml'leDCJ baa palled 81111 tbua have produced a more 
OP lell pUIIUient &lterahOI\ in the ltr\lOture Of inter­national ecoillca1c or&W~UOD alODI nationaltatic linea. 
ib11e tbe, aolut1oa ot th1a probl• wtll DDt be eaar 1 t would ... lu1l'able to tOCIIII attention upon it, wilb a view to developtnc aeasure1 ot 1nternatioDal control-­such u potllbl:r 1Dternational butter stock operationa-­
,uc~ would serve to a1t1cate the 1everit;y ot price 
tluctuat1ons 1D priaar:r co.-odities. 

(d) In detault ot a Jo1ntlr acreed international polic:r 1n the tiold ot prillary production desicned to cive re.,onable 1tabiUt)o ot pricea and incomes to the producer• ot auch commod1t1ea, and thua to roster greater ceneral econaa!c stab1llt:r, national covel'lllllents have abown &D 1Dcl'eaa1n& ten4enc:r to COllie to the aid or their doaeat1o N'Oducera by var10UI meaaures to IUpport prices 
an4 incollle•, auoh •• crop loan•, cuarenteld pr1coa, benetit ,.,..nta to producer•, export 1Uba1diel 1 import rlatr 1otiona1. aa4 trade pr eteronoea. Thil tendency was appareot 1n me inter-war period, and the circUllatances ot the war itHlt have COIIIittld IIUQ' covernaenta to a conttm.t1oa1 8114 J19lliblr atena1on1 ot auch auiatance. Theae war-ttac ca.altacntl are 1n part the re1ult ot a 
rooopU1o~ that the obaftCe• in pre-war acr1cultural pro­duction patt'~ -ve been urced1 and 1n 1011e cuea torced, bJ' aov• ew ••Uon u a wu-~tae 1180ell1t:r. Ae. • •tter ot )Z'Mtioal poUt1oa l\ 11a1 DDt be tea1ible tor 
IOYU'IIMOtl to 'ri~n tbeU' a~rt t1'0II producer• '-ecl1atelJ, •• 10M ot tae. Ucl at the clo18 ot the laat 1101'14 wu. leau41••• ot tile at•t to which auch pvem­••t ftlto~ ,OUotu IIQe ~- ou.t ot wer-ttae exllt11Ciea, 
01' ..... a pol4:r 11111c6 ..aul4 ..... wecl 1n -
oa;~t= =:•.:;CJZ:J.a;;tpt • .:O..!'~auauae ., 
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they may perpetuate or enhance fUndamental maladjustments 
by ~~~ating production and tend to shift the burden or. 
rea staent upon the producers or other nations. Further­
mor , tho pursuit or such unilateral national policies in 
support or domestic producers or internationally-trad~ 
commodities is a constant threat to the harmonious fUnction­
ing ot the international economy because it rosters the 
prospect ot destructive competition tor world markets 
between gr oup• of producers who are backed by the power 
and finaDcial strength ot their r espective governments. 

In con11dering what measures will be necessary and 
desirable tor coping With the problems referred to 1n the 
prec~ing pages 1 the Committee has sought to follow a 
line Which would be in harmony with the broad purposes of 
post-war international economic reconstruction, as laid 
down ih. Article 7 of the Caster Lend-Lease Agreement, and 
the specific measures for the relaxation of trade barriers 
under discussion at the present time. 

Practical experience with past international commcdi·­
ty agraqaents ot either a public or private nature has been 
such as would naturally cast doubt upon the poss~bilities 
of reconciling the characteristic methods ot international 
commodity agreement• With the requirements of a general 
prosram tor the all around reduction of trade barriers or, 
ind&ed, of any broad program tor expansion ot the world 
oco!IOIIJ. Such experience tends to show that the con­
structive ecepomic purposes which commodity agr eements 
might have 1erved in correcting tho basic causes of malad­
justment in the 1Adultr)' war e often l ost sight of 1n the 
urg~cr ot providiJIC 1JIIIiediate relief tor the producers of 
the ca.od1t1as, 08Dd'all7 lpoaltinJ, international regu­
lation ecr-t• lD ~ pUt bava been wcaly concerned 
with deYeloplDa etteotlva meana tor reltrlct!:f inter-:!$ ~.:anr=:r.~:. ~..J:t~ ~~r:rl d;,. at a 
ut pro4uoar &rOIJPe OOQCeQe4, pen41nc a chADC• tor 
the 'bettV in the 1Dc1Uitr7'• 99.otlaii~ fortunes. In -• 
ca .. l tbe GOO~ lobeMI --~ tar baJon4 thh lliD1mUm 
ob~""" •··•~ 1i:r ·cn-talluil a .. tp or 111 a~ 
P1'09UII ~fill to the ti!IJifatiOD to aact h1 
prlcu- lnto iall:l ••u ot -pol11t1o a e. In 

• 
ettber 
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either ca~e, bowever the .-phal11 in peat recul.at1on scb ... l baa bean on tbe restrictive aapacta or such •cre-ta. 

It lbou14 be racoptiaacl, however, that aoat or the c~t)' acre•ecta in the peat have been producer•' aare..anta, either between private producer• or between covena111t1 ot procluctnc oountr1ea. Conaullinc interests have 1eld011, 1t ever1 been edequatelJ repreaentect. P'ull acceptence ot the auecuarda •ucceatacl in· thia report should •lta1Date the moat aar1oUa abuaaa or the co.modity ape-ta of the 1Dter-wu »W1o4. It international cotro41Uu acrn••ta are uaecl •• put or poat-war policy, ~ lbDul4 be_JOI1t1ve aDd oonatruet1ve 1n character With pr1u" eapbult upon at1a\llat1on ot 41118Jld, and .tbay aboU14 'De- 001r4H1onal v,on ,rocraaa tor re.ovina ID7 belie •114Jua1:111Du 11b1ch _, ulat in the lnduatrr, includine, 1t D&Qeaa-r.r, pliAa tar tha trantter ot labor and raaourees out ot' the 11lduat17 to other fields or eco110111ic activity. 
2be queat1on uiaea whether there would be any need tor 4evelop1nc a 171t .. ot international commodity arrange­aentl on the pattern la1d down 1n the resolution or tbe !Jot Sprtnca Conference and the reporta or the Interim Food Coamiaa1on, 1t a broad procraa tor the relaxation or trade berr1R~ and other att11'11ative ateps to brine about high 1evala or income an4 amploJment wer e lucceaatul. It 1s ~oubtacl17 true that 1Ubatant1al acb.Jev•ent• alone the linea or reducinc or al1ainat1DC trade barrier• by 111Ult1-latere1 •ct1on would remove aoaa or the out1tand1nC obstacles 1n the war ot a rational orcaniaation ot international co.oditJ trlde, 11 tot uapla1 in the caaea ot wt.at, aqar or wool. l'llrthenlore, ir 1t be a1suaed that there will '-• in 144i:tion to the procru tor the relaxation ot tracle bJrr1era1 other .rtective procram• tor the mainte­nanoe or hip nell ot proc11aot1on in the creat lnduatriel ueal ot the wotl4 1 it -.J be taka tor eu~:ed that the 1114ireot 'bf1Dtf1ta ifri: ~· in at tine the 41118D4 fOI' 1' .. Mt WOtllil .. Ice a po•utul contri• but1on ~ ~~ NObl_, ot Jll's-, prodUcera. 
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reduction ot trade barriers. Even it1 for the sake of 
pr eservtnc the program ot multilateraL trade barrier r e­
ductions, a satisfactory formula is round whereby such 
reductions would applJ to all commodities including those 
in which governments have made commitments to producers, 
it m&J be that an escape clause will operate to enable 
governments to subsidize the producer s ot such commodities. 
This , ot course, would cancel out the anticipated benefits 
of trade barrier reductions in enlargtnc the market oppor ­
tunities ot the world's moat efficient producers. In such 
an eventualit71 aDd aaaumtng the existence ot excess 
cepacitJ in the ~~ioular lnduSti'J1 no progress would 
have bean IWI.e towards securing a better balance between 
world output an4 consumption b7 reliance upon seneral 
measures tor the relasat1on ot trade barriers . This aug­
seats tbat1 1n particUlar cases pt economic imbalance in 
prillar)' prOduction, .-,re ettective prosreu in solvtnc 
the problema or the 1n4ustry 111sht. be made by special 
i nternational coaod1ty agreements which would be supple­
mentary to tha broad program ot trade barrier reductions 
and more precisel J directed to removing the elements of 
dise~ilibr1um 1n such specifi c cases. In aaJing this the 
Committee recosnizes that the sinsle commoditJ approach to 
specific international commoditJ pr obl8111s is in itself a 
method which misht easily tail of ita intended purpose, 1f 
the participatins sovernments take a 111D1ted view ot their 
r esponsibilities under such coiDIIIodity agreements and eon­
tine themselves to the iiDIIIediate ta1k of protecting tho 
short-run interests ot thei r domestic producers or con­
SUIIers. 

In cases of other commodities with surplus problema, 
progr ams t or the seneral reduction or trade barrier s or 
tor the maintenance of hish levels of industrial output 
mi ght not tn t hemselves be sufficient to r estore Conditions 
of equilibrium 1n the 1ndust~J· This is tor some 
commodities tha roots or the to lio 
in aQJ failure barr iers 

low 

or 
olwl&e 
tutea. 
tul. 
leave a 
have to 
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A~ lons ~a these apacial problema of economic malad­Juelmeot 1n prU.u:r ca.oditiea are not ntiaractortl;r covered b:r 1ntarnattonal c~it:r acreementel the per­aietenca or euch probl ... ma:r undermine the w llingnesa or aovern~~~enta to participate wholeheartedly in a broad pol1o:v tor the reduction or trade bllrriers, and ma:r thua ltait the etteot1·nne11 or euch a proaru. It aa:r well be, therefore, that pr~erlJ conceived and executed inter­national oommo4it:r acreementa would enhance, rather than 1mpair1 the chanoea tor aucceaa or the aeneral proaru tor the relaxation or trade barr1tra, aaide trom the direct ooatribution which tht:r aiaht aakt to the solution or apec1t1o 001Dod1tr probl... · 
tlbete aala4-,Jua'-bt pzoobl.. cannot be handled through the o~tnar, proceduna ot .altUateral trade poltey the .. pbal11 1n aakinl corrective ad~uatlentl should be l1rat upon the IIIU1aual po111111t at111ulat1on or d~~aand and onl:r laat u,pon a curta1lamt or production and trade. Concerted act10Jf .to t1D4 nn usa or to 1t1sllate daiii8Jid in exia tina u1ea tor a ~41 tY '1n 1\U'plua aupplJ lllllJ traquentl;v be a 1 .. 1 pa1ntul 1olut1on to a aurplus problem than the drutic readjustment or resourcea which would be called tor if the problea is attacked primaril;r trom the suppl:r aide. It tile attiiDpt 'to st111ulate d.aad prove~ 1na4e­quate llDd the develOJDIIDt of burdensome lurplUiel threatens to lead to economic diltreas and posaibl:r to unilateral action b:r the productnc oountriea, the drastic readJuat­a~~at or raiiOUl"cea referred to above !lUSt take place. An inter~QY&rlllleotal &rrUIIGII~t participatod in b)' cons1111tng and producing countries , end encompaseina financial and other a1da to raoilitate the readjustment, ma:r induce the affected countriel to liquidate the extra-maratnal capacity which baa becolle aupertl\10118. In auch cues, meaaures t.:ftgVnt Htt1nc production or export quotu or allo-ca aar ate, ma:v be a neceaaar:r meana or makina the traneit1on poll1ble tor the countries moat affected. 

In *it1on to c u a!Utr aare-ta or the t1Pe 
retarre4 to ill tb8 ~~p&l'aP.'apha, name17, tnn­as.tional. -:uv ar to ~uat •ertou• problem• or MladJuatMDt la pr04dot1on- ecaauaptlon, it II8J' be fWDI DIOal~ OGDOlwle JJRematloaal qree-
~t; :a:,r.;:J~o¥-;r~~g:!:O:~n o::rt:::s-~1=~· aiOVltt Wllia14 ·~ '1:10 llib tbe aaaot.elon or •• •cr .. -.. t• ...-~. !be poUUCal 11114 IOOial MII41Uolle tlltch 

.P•••t• 
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agreements or this character would be designed to meet 
are of such an overriding publi c character ai to take 
pr ecedence, generally speaking , over commercial policy 
considerat1ons or the type referred to in this section 
ot the r eport, ~t is felt, however, that the character 
and number of sqch agreements i s not likely to be such as 
to involve major implications for the principles and 
methods ot~an expansionist international commer ci al policy 
in the pon•W&l' world, · 

IV • 
.mlt 

In the llgllt or the torego1ng considarations and of 
the information a111111bled "UI4 analyzed by it, the Sub­
committee on Colzo41ty £Cretll81ltl submits the following 
reooJDandationl 

There sbould be aet up as soon as feasible in a form 
to be diso:w~sed bel ow, an internati onal CODIDOtU!y or gani­
zati on to deal with various types of maladjustments in 
respect of the supply, demand, or distribution of primary 
commodities and such other factors r estricting tho int er ­
national flow of commodities as may be r eferred to it by 
the partici pating nations . More spocificallyi the 
functions of the organization woul d be as fol ows: 

1. To investigate and study international primary 
commodity problems With a view to making recommendations 
to governm~ts with regard to possible means of dealing 
with them 1n the interes t of a l l concerned , including 
also international bUtter stocks opera tions . 

2, To facilitate discussi on and cooperati on among 
governments 1n dealin& with international primary com­
mo~ity problems. 

3• To ppt,l~jlate tn, aD4 to auei!iae, the formu­
l ation an4 o»e:ratloil. ot ftCb 1nw1111t 1 ooaaodity 
arrane-eq.ts •• .., ~ cS.alllltli d_.b'abl~J in order to 
insure tNt tMJ alaal1 be 1Ji •~r4 Witn an acreed code 
ot pr1DcJ.plea. 

Jll tbe ,,.eJPj'!ll t~ ···~ti.OQI 9t thia re:port, this 
aeo.-~ re:~l•Qb.t~_fl! ~@ii&ticmal ca.odlty oraan1-
at1ea..ia -- -~ ~b'atet. 

v •• 
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It 1a poaa1ble to envtaace the operation or at l east two tnea ot international 6olaoditJ arriiiiCeaenta under the au.p1cea and ceneral euperv1a1on or the international coamodity orcaniaat1on. the tirat would conaiat or en acreemect between covernaent1 ot exportinl and importins countr1ea to parti,c1pate 1Jl 3o1nt 4110Uaion and atud)' ot the 1Jltvnat1onal probl_. ot a particular co.-o41ty. thllv th1a 1oo.. tJpe ot arraJII•ent It 1IOUl4 be toun4 pGaatbl• to reach a clear un4eratalld1JII .on the 11118 ot aotlon 1lb1oh lllou14 be IDllowecl 1n order to aid in the tevel.o.-t 'Of uw .__. ~...., uw aa" tor tlle lll'oduct allld tbe. ltiJialeUcm ot -~tSon aa4 to toreatall, ill 
f:t~=J,-efl :auJ'::1;r.::l~t :!::l::::•:;!t!:.uc ruearots witllreapeot to tlleae end1. Broa4l:l lpe•ttnc, the Jll'Wan twaot1on ot 1nterut1~ oaaodlt," arra~~~e­•eratl ot tll1a tJPe WOill4 be to canvua the pou1 bill u .. or pra10ttac areater ltab111t7 and expana1on in tbe con­ditione ot »roduotlon, tr~e and cona~apt1on, •ithout 1nvolv1JII the quantitative repletion ot 1ntern~t1cmal trade, 81111 to uta appropriate reco.eadaUona to the particlpat1nc cove~t• and the ceneral com.odity orlani­aation. 

Ill other oaaea, bowever, tor reaaoDa which ha'nl been exaaDaed ln preoe41DI aeouona or th1a report, it 1111.1 be neceu~ to have recourle to the replatlon ot 1nter­nat1oD&l trade or production under era 1Dter-covera.ebtal oon=o41tr ~t. lpeclt1call71 the belie ob3ect1vea to be IOIIIht 1n 1ntwnat1oAal oci"P"4U~ acr-enta or th11 tJPe 1IOUl4 be aa toll.owll 

(a) S'o enable COQIIl~lea to tiDil aolut1on1 to part!• cpalU --=UQ' pobleaa ntbOut relOI'UDI to uilatanl aotioa· *• ieilti to abltt tM )Urdlli or tbe1r probl .. w otblr' oo:t:~r• 1114 • )II'OYOna;ntaUatoi'J -..urea -~ ... e.,. .. . 
~~!:'.!* Hf1CI1111 e~~~~o 
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(c) To provide a period or transition which, with 
the aaaiatance or auch nationel or international mea.ures 
as may be appropriate, will afford opportunitiea tor the 
orderlY aolution or particular commodity problema by agree­
ment between the participating government• and other inter­
ested partiea upon a proar&Q ot over-all economi c expansion 
and &d3uatment deaiptd to promote a ahitt or reaional 
reaourcea and llallpoww out ot over-expanded industries tnto 
new and productive occupations. 

A pr~:r tunct1on ot 1nterJUit1onal CC810dity acre•- . 
aenta ot 1 t~ 1bould be to provide IOV8J'Illl81lta w1 th 
tac1UtSel tor 1'8CIOIICU1ng tbeir ecODOaic policies tn 
reapeot of aw1ou11J daprnaed branchaa ot priaary pro­
ductJoll witll tile llrolld raquir•anta ot an over-all progru 
ot 1nterllat10Dal 8CoDDaic upanaion. Dleir purpose would 
be to deal with ca1e1 or actual or iadnant international 
eco~c ll&l.Ji4luataent ot a awioua natura. It ia not 
1ntellded that th11 ton ot international economic cooper­
ation ahould be delib8rate1J toatered as a permanent 
method ot or1an1&1q 11ltarnat1onal production. This, how­
ever , 11 not neaauar117 to say that there will be no need 
for maintaintnc a permanent international orcanization to 
deal with such commodit) problema; even under the moat 
favorable condit1ona ot expanding economy that may be 
reasonably preauppoaad1 there would presumably still be 
individual caaea ot maadJuatment serious enough to call 
tor specific action 1n this field. 
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aat'eguarda aa will protect their intereata, and (b) to pro­
vide tbat IUch arranca.enta aball pro.ote aa their ultimate obJective the expanaion ot etticient production in place or inettioient production. 

There tollowa a detailed formulation ot principles in accordance with wbich the international ca.ladit:r organi­zation end the covernaenta part1cipat1nc in the work or tho organization aiCht seek to develop international commodity 
p011C)"I 

1. Arq ••ber coYeftlMDt shall !lave the richt to pro­pose and obtain COialidaraUcm tor an internat101a1l c• odit:r arranc-t. 

2. /IDJ .. ber IOVII'MIDt wblch aaaerta an interest in the ~t1oa or conau.pt1oa ot UJ ~it)' in reapect ot lbloh an international c: 1 '4it:r arranc-t 11 propoled, llball bue the ricllt to participate in tbe con­a1deration ot the propoaed IJ'ranc.entJ and an:r non-member aovera.eat wb1ch baa a aubatantial interest 1n euch pro­duction or cou•pt1on shall be invited to participate in auoh couidaratio~ 

3· lo international ~it:r arrangement ahall bind a ao.,wwt 'IIIlich doea not aaaent thereto, notwithatand­ing 'ilat auoh aovern.ent 11 a •ember ot the i nternational 
commodity orcanization. 

4. - cove..-t !'&rticipatine 1n an international cow-«Ut:r arrana••t ahall acree to sbatain trom adoptine •eai\U'M witb rupeot to that c0111110d1ty tending to 111pair the at~t ot tbe objective• ot the acreement, except with the oonaant ot the International commodity council 
tor tbat o~it:r and the international c011110dit:r COIIm1n1on. 

s. 1o intematioaal c out:r arranc-t 1nvo1v1ne en acr.-t to lialt production or eJQIOrtt or allocate lllll'keta lllaU be ntenll into ucept attar• 
a. .llweatlp~ ot tbe I'OOt pauaea ot 

tbe pro~• ~all p.n l'iae to tbe propoaalJ 

•• DetendllatJea tllat • 11utf=..-• COli• 
Mlti7 IU'PlU 11u teYel.oDe4, or le twelo'1DI 
in mten'latloul. trade ad 11 aoOOIIPU'let -· ......... 



• 
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or threatens to reault in, widespread distr eaa, 
and that these conditi on• cannot be corrected 
b) the operation ot noll'll&l u rket t orce1 and 
cannot be etteet1vel7 dealt with Without 1uch 
lW tine aeasurea a1 r apidly as the circ\111-
a~eea require! 

e . Pol'll\llat1on and adoption ot a proar u or 
econo.1c adJuatDeot br tbe partic1pat1nc aovern­
.. tl wbich ia bell..,ed to be adequate to 1naure 
aubltutlal PJ.'OI1'HI tonrd1 aolution ot the 
probl• Within the tilu 11a1ta ot the arranc•ent. 

6. w international oo.odit)' arranc•ent which 11 
adopte4 a!lal.l operate 1n aoaordellce With the t ollo•tnc 
pr1nc1plell 

•· ~ozq 81Uih .., ... _, au be opeD to 
~IJoe 'b.r aD,F mw•te4 OOIJilti'J' upon tell'll& no 
le .. t&'IOJ"able thea Uloae aaoorded to other ooun­
triel parties thereto 1 

b. ~ 11117 web arranc-t the coUDtriea 
adherinc thereto 11h1ob are larcel7 dependent tor 
conauapt1on on importa ot the commodity involved 
ahall in the detel'll11net1onl made thereunder 
re1at!111 to tbe reruJ.ation ot price1, trade atocka, 
or production, have toaathor a voice equal io those 
1ar1el7 interested in obtdninc export aarketa tor 
their produ~tionJ 

• 
o. UDder ~ auch arrancaHDt, the treatllent 

wttb napect to tba uport1 or illporta ot the -­
.eli t)' wlsioh 11 aoCOI'ded to 11117 countr')' ••ber ot 
ua. 1nternat1oaal c c41t7 oraaniut1on bJ 11117 
,arUoipat~ oountrr ahall not, unle11 ot&erwbe 
ap..t 111 the 1ntel'llltioul ca.odlty co..tl81on1 be lela favorable thaD that accorded to any other 
~J whether Ol' DOt l\lOh Other OGIIIIti'y 11 a 
• rt w ot ""tbat CllllllilatiODI 

UIJ' ncb • 
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may be r equired to prevent serious economic and 
social dislocation, for in1uring that there ere 
increastnc opportunities (which shall be applied 
as tar as possible durin& the period of the 
arrangement) tor supplying world requirements 
trom countr ies sble to supply such requirements 
1101t ettectivel)', In so far aa the arrangement 
~rovide& for regulation ot prices, thea~ prices 
should be periodically revised so aa to promote 
proper adJustment or prolpective 1Upply to 
prospective 48111al14. 

7• lo international coaaodity arr8JIIement may remain 
in ettect ~r a period ot more than ~ years . Renewal 
ot 81lft1 auch a:rranaaaent sbaU be c0114it1oned upon a 
prior ·~ Ul4 D'iblio 'epo:rt by ~ intarnstional c011-
ilo41tt orPialzatlo~r u 110 the ll8lltlW in wh1ch 1t baa 
cofttql'Md to aU* p1'11!a01ple• berein Bet. torthJ_ 8114 
as to JI1'0Pe81 '1ft .,1~1n•t¥a~ the UllderlJlnl proOJ.em, 1fo 
tuch arHDteaent 1hall be renned except 1n the MDDer pro­
vided tor in the general agree~~ent establishing the inter-· 
national commodity organization and with the additional 
condition ~t it lball be etta&liahed that substantial 
progress hal been made toward eliminating the underlying 
problem, or that with appropriate revisions the program 
could be effective t or this purpose. 

In order to promote the effectiveness of tho work of 
the organization · 1t would probably ba necessary for 
member aovel'Jllllenh of the international commodity .organi­
zation to assume the following additional obl1gationst 

1, 4ny contr •cttnc sovernment which is part1c~­
pet1ng in ~ international commodity arrangement relat­
ing to the regulation of trade or production nt the 
Uae it eters into . t1111 agreemont shall submi1f the 
saae to tba internatioaal commodity commi11i on tor review. 

2. 4ny contraotinl goveZ'IIIIent, befor e enterf.l)l . 
into anr 1nternat1caal aOalodity 81'1'8111-t or ~posed 
.,.,~t, sbaU au-..tt the sae to the international 
C(~,._cu tr7 o.cllllll~ tor rwiew. 

ili
~ -~ ~..-t whlch is partic1-
0J' ,.~dlpstet_ fD 81lft1 1nt81'DJ1tiona1 
tl l relataN .to~atiOD ot -tJ"ade 

or Mabllt to * t~ c: o01ty 
Ooilid.u.UA~-l tioD u ~' ••t r~Snl 
... -~. -.. - Oil ., .. --e-.... -
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protect hi&h-cott production and thus limit world markets 
tor the product• or more erricient producers . In this 
connection it ahould be pointed out that production or 
income aubl1d1el to producer. in det1c1t areal tend in 
the 11111e 111.11118r aa export 1Ubl1die1 to increaae pro- . 
duct1on relat1Ye to deDIDd and thua to depre11 world 
111&1'ket1. Illportin& COID1tr1ea IIUit therefore, lhare with 
exportin& countr1ea the reapona1b1l1t:r or br1DC1DI about a 
better 'be"nct ot world production and coniUIIption. It 
1a quite poll1ble that in -.- in1tance1, particularly 
where world d..and tor the caaaod1tJ lhon a normal 1ecular 
rate ot lrowtb, intemational &lrt-ta to 111111 t or reduce 
luba1d1aa, liQIOrt reatr1ct1ona and preter&I)Cel, would 
autt1ce to Mil the probl• aat1atactor1l:r a¥ thua make 
other atepa unnecaaaar:r. . . 
VIJ. DWWQI,Y. ••ptp szpc;p 

. 

~ 
' 
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Secondly, an in~rnat1onal bUtter stock miglit be 
operated in particular commoditiea which are not oth,rwise 
subject to an:r kind or international regulation. It has 
been eucsested thlt a bold policy of buying and selling 
primary commbdities, at least such commodities as do not 
normall;y preaent surpl~ problema, would counteract the 
tendency to sharp price movements in such commodities, 
and would prevent, or at least render less severe , the 
periodic development ot depressed conditions among pro­
ducers ot euch c011111041ties. rhis1 1n turn, might lessen 
the pressure from auOh producers ror governmental assist­
ance 1n tbe tol'lll ot subaidles or import duties. A succeu­
tull.y operated butter stooka procru 1n particular commo41-
t1es lllicbt 1n this !8¥ t&DO. to prevent the development or 
contlictiDC aationai commo41t7 policies With their untoward 
conseQUences both tor the 1nlllutl<y inVolved end tor the 
conditions or int•rnational ·. trade as such. B7 stabiliz­
ing receipta tr011 tore1in sales ot countries exporting 
chiefly SUch prt.ary products, butter stocks operations 
might help to pz:event the growth or emergency measures ·or 
import control of a general character, meftsures which might 
·outlast the emergency condi t1ons themselves Md thus contri­
bute to the 4itt,1culties of expanclin& interru>tional trade 
along constructive lines. 

~ accordance with the recocmendations tor an inter­
national commOdity organisation contained in this report 
(see section VIII of this report), it would be entirely 
possible tor particular commodity comr.ittees, operating in 
conjunctiort with the international comcodity commission,to 
decide that international butler stocks operations in their 
commodity would be a valuable end workable technique or 
int•rnational control, and to recommend to the governments 
concerned the eatablishment. Qt the necessary machinery tor 
such ~rrat1ons 1 aub3ect also. to the approval of. ~· inter-
natio oommo41tf coamisston. · 

ot international buffer 

ii~~iEii~f~~~fia;ii~o~t:~·~·pl~'!lnl w. · 
a dae rena• ot . 

fe• tbe~e 
Qc].a· .. ·. 

stO~ 



-~-

economic stabilization, includin& also the maintenance or 
stable internat ional monetary and exchange relationships. 
As compared with other countercyclical devices, the pecu­
liar merit o! international buffer s tocks operati ons would 
li~ in the ready means which they would provide f or rapi dly 
expandina or ~educina the volume of the internati onal pur­
chasing powe!', ae the occalion demanded. Confidence 1n 
the price po.ucy ot the butter stocks management would 
tand to check extreme bearieb or bullish market activities 
which frequently accentuate crclical price movements. 

For a tuller exposition and analysis of the entire 
probl• of butter stocks reference 11117 be 11111de t o the 
meJIOrand\111 on international butter stoc:U which is 
attached to this report. the Coftr1ttee does not endorse all 
the vi ... eX,prelsed 1b ~~ meaoranduml but believes it 
prov141N! a u'lletui. 1Atro4uct1oD to the ssues involved. In 
the ~·· ot tbe Coaaittee's 4110Uisiona it baa become 
apparent, howeVer, tbat there are a number of major problems 
·to be worked out Detore an international butter stocks 
prolt'am with bro~td COIIIIIIOditJ coverage can or should be under­
taken. Some ot these may be bri efly mentioned at this point. 

··, ., 
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the illduatry 11i1bt tall to be torthcomina. Another prob­lea requirial turtber atu4y would be the possibly edverse ettect ot butter atockl operation• 1n reducinl consump­tion durinc a period ot decline in seneral buaineaa ecti­vity, Ftnally, there are a nuaber ot questions relattn& to the tillanc1n& ot international tutter stocks which cannot be uaatull)' 1ettled at thb tilDe, except in tb\ context ot poet-war international eoonoaic collaboration fanaraUy, IUid1. 110re aapeciaUy, in the l11ht ot turther ntol'llatiOA 1111:11 rupeot to the extant to whJI: b there ia to be etrectin .1oJ,ut aotiaD tor 4eal1Dc nth worl4-r.ide bua1MII tluo.t)latiou,. 
In 0011118CtiOG witb 1011e ot the probl•s alluded to above, tbe Com1Uee baa bean aou,eli aware ot tbe 41a­creP811C7 Wblch aq u1at between tbe tMoriea upon Wblch a bro.S-caused pro1r1111 ot 1Aternat1ona1 butter atooka opere.UOD:a lbOnld 'be QDetate4 IUI4 'llbat 1187 actually coma to pau llallar tbe pollUoal preaeurea ot or1anized in­terea~!z __ operattar throUih their 10vernaenta. It ia •-~ recolft,1&e41 on the one hml4 1 that the meM&e­aent ot en 1nt81'11&t10nal butter stocka corporation lhould have ooaaiderablo diacretion in reaching ~ carrying throlllh ita daciaiona to bll)' or aell, however unpopular such ileciliona lllilht be trom the point ot view ot the immediate interests ot the partiea directly concerned. O~a tho other hiUI41 it baa bean referded •I hi&hlY improb­able that 1overllii8Ats would be wi lin& to Cl'ant to an internatioftal board broad 4iacret1onnry powers over the i~aternatioaal pricea ot primary cOGEOditiaa in whi ch tho1r constitumta have a direct and vital intereat . P8llillin& n turthar al.arit:l.oation ot the diapoaition ot covernmentsi the Ullited Statal included, to crent to an internetiona asancr autt1c1ent power to operata ettact1valy without orippJ.111C 1ntartarance IUI4 in accor4aDca with the theory ot ita t1mot1on1 1 it 'WOuld 1eem desirable to uer ciaa reatra1n1; 1n recc• ~ial tbe utablJ.alaent ot nch an ai8Jl0l• 

• 
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r eco• ""• tbat the probln ot an lntel'lllltional butter 
atocka orsan1zat1on ba referred to the proposed inter­
national ccml>41tJ or&IID1&ot1on tor turther 1tud:y. 

VIII . Utp!WIOJAL "Q'!!JtTIOl! 
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b~. Within practicable lill1tl it would be iaportnnti tor 1n1tcnee, to n teiUard the richt ot the 1ntern.o.t1ona com­modity comm111ion to decide whether or not , in each par­ticular easel an internatianal commodity agreem~t is in accordance w th the code ot principles! but some eeans would 1till have to be toGDd t or r esolvlns cnses ot possible contlict with the policiel and procrama ot other parts ot t he orpnizat1on. !1111 latter could pvbl!pl be eccODpl1she4 b)' 11111lt1Dc the power ot crit1ccl revl.W :=Jouible r eversal , by the IOVernilll 'bod:Y1 ot the c ity COI!IIhlion • s ectlon to ca1e1 1D Whicb other Dl'G.Dcbel of tho or1an1zntion lball biYe lo41ed tor.al proteat acain~t the deciaione of the ceddii10D• the illlillMira ot the cca•odit)' c~esion ahould be .. 1ect64, ~~til retertDCe to their nat1onal1-t1ea1 bat on the bia1t ot C:!tonal qualification• tor exer­ciaiDc tbe1r tunct1~ 1D broad 1Dter eete of the inter­national ecQDOII7 u a ale. lD order to proMte clos e and etrect1we collaboration bet•een the activities or the colllll041t)' ~ .. ion and the proposed International Organi­zation t or Food 8JI4 Apoiculture 1t llilbt be provided thet one Cor poeeibl{ 110r e tho.n one> anber or the commodity commillion shal be appointed by the coverninc body ot the international or1anization t or trade and production on direct nomination by the International Organization tor r ood and Agriculture. 

It the llinori t)' view 11 adopted , the co11111odi t:r coiDI.'Iislion would report directly to the world economic council and 1 except t or a broad s~ision trOll the latter body, woVld be relativel)' indepeDSent. Coordination with other inter­national economic a1encie11 t or exaaple, 1D the tieldl ot co.erc1al polio)', labor, rood and qriculture, and tinance, would be achieved tbroulh hawin1 represctat1ves or these bodiea serve aa ••*• ot the oo.tssion. · . 
a tlLon~lp between the com-..... ~ . Jt.~~::-:, llhould il aeparate 

or wool 
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recoa:enda tiona to the CIOII:IOCli t:r COII111118110D. 

AnY 1Dd1v1dual cOIIIIIOdity council such 81 the Inter­
national Sugar Couno11 or the Inter•lmerican Cottee 
~ard, .. tabUahed purauant to 1ad1v1dual commod'-t:r acrH­
aenta epprovecl b:r tbe ~i q. co.a1 .. 1on ahould include 
1n its -benhip a representatln or the cc•od1ty com­
aission ID4 sbould IUbmit periodic reports ot its adctn1-
atfat1on ot ~ acr....nt to tbe OOiaDdi ty oo•1as1on tor 
review. 

• 

I 
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Att~cbmont: D-24/44 
( Comno~i ty Meao ~o. 16 
Apr H 6 , 19H) 

Il'T~'A'"'IO(AL BUTP::R S"'CJ(S 

I 

I n tro~uc tion 

Internat1onPl butter etooke ar~ stock~ ot commo~i tiee 
ownecl or ot herorille oontro\le~ b.v an 1nternl\t1onl\t or~.on1~a­
t1on. Purch.oae an~ a~te or other controls ot ftuch commo~1t1ee 
would be designed to exert .o etftb111zing influence on pri ces 
@ncl 1noom~• t o oro~ucera, mftk~ t or 11 more evftn tt~ ot oom­
moditieA to consumers, .o ncl contribute t o stab111tv i n t~e 
YOrlcl economy in gener.ol. In preeentin~ this reoort, the 
aubco~ittee ~ioh h.oe been aeeigned the t.oek of Btudying 
the ooeaibi litieB .ond liait .o t ione of butter e toeke deeiree 
to n.oke .o f.o~ orelim1n.orv obeerY.otione ebout the m.onn.or in 
••hieh i t hBB 11tt1011pte~ tQ Oftrey out ita eui~lllll•nt . 

In September 19~' a detail.od ot.on for int~rn.ot ion.o t oom­
mocl ity policy, inetu~ inF butter-etoek ooera•ione, w,oe ore­
sentecl informe1ty bv reorPeent.ot1vea of the Unite~ l1ng~om 
f or purposes of d1aoueeion. This ~rit1ah propo1~1 h.oa been 
en.olyze~ 1n Commo~1tv Memor11ndum No . 8. Th1e h.oe bBen fo l­
l o..,ec1 by A aeries " f etullille on pll.rtioull'r oh.oaee ot the 
preble~ of int~rn,otiona' buffer etook~, inotu~in~ e Atudy on 
t he .o >propr1.o tenees of buffer-A toe~ opt~ r.o tion.o PA .o me.ona 
ot controU.1ng the buAineiiA O)'Ole, MPmorpn~um !1o. 10. In 
oonsi~ering this me~or~nllum th~ n~ceesitv ot coor~in.oting 
s uch .o ~rogrp~ ~th other n~tion~' ~n~ intern~tion.o1 ~~~euree 
designed to mod er.o t e f luctul'tione i n ~~ner~l bu~ineee 
rctivtty muet be kept i n view. I t ie not .oeeume~ th~t e 
butter-etoc~ progre~ ehou\6 n~ceasarilv teke precedence over 
euch other mepeurea but r.oth•r th.ot a br oed pro~rPm ot i nter­
nation.-'. buffer - etock operations might--pp~rt from i t1 con­
tribution to the eoonomio security of prim.or v oroduoera-­
hPYe oon~ider,bte e1gn1fio.once in m~intaininF ~nd etab1liz1ng 
the gener10\ level ot eoonom1o ~ctivity. Furthermore, in 
thill an.o.lysia but 11ttle oonAider~t1on 1e p:1ven to the 
politics' probl11m11 of or~enizat1on end operations. Th~ tiret 
taelt woul~ be t o eetimete what ooul~ bB ~ccomoliehed under 
IIUCh a progrftft, ai&UMing thAt the m.onegement OOUt~ m~e 
maximum use ot 1 te economic knoVledge 11nd wiedom without 
interf erence f r om pol1t1ca1 pr.oeeuree. To eome extent, 
h~·ever, the economic .ond poli t1o.ol ar e 10 i ntertwi ned that 
i t i~ imoreetio~ble to oonB1der one without some reter•nce 
to the other. "herefore, some mention h~a been m~de ot the 
retfttionehip between int ernet iona' bufter-etoo~ oo•r~tione 
.ond n.otion.ol economic notic1ee, rr.~ oo1i tic~1 .oapecte h••e 
been reoognited i n connection with the di~ouee1on ot p:en~rel 
or oblemA ot fln,noe . 

'l'he 
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The r•m11'1cPt1one e.n<' in t.erreletionehin• or the economic 
ph~taee or ~ bro .. ~l)' conceived internAtionll.l burter-Rtoolt 
prop:rDl'! Pre such thAt this renort 1• tentp t 1ve in oherpcter 
~ nd designed primPr1ly to foet~r the continued R tU~y of the 
problem rAther than Pa P defin1t1v~ st•tem•nt on "'' the · 
r elevAnt queet1one ..,hich mey be rPieed •bout ouch "· orollrpf'l, 
!~ore pr•oiee """"ere to me.ny quee t ione on buff•r etoolte must 
a~<a.1 t rull•r pnplyaia. Any 1ntornP t ion.o1. ooml'lo~ 1ty prollrPm 
which mey be eet up tor the poet-"Ar p•r1o<l to give effect 
to P Joint 1nt~rnAt1onp1. com~od1ty policy ehou\~ be p:1ven 
the rRRpone1b111 ty Of inveetip:P t1ng 1n grepter <Ia tAil pos­
Sible metho~s of operP t 1on, proeoeotive ro,eul te and PP~li­
opb111 ty to pP.rtiolll•r coModi ties, •n~ eubsequenU v be 
permitted to 1nit1P.te Pnll •unerv1Ae euoh opo.r• t iona, if they 
pre toun~ to be pr•ct1oebl• And useful . 

II 
Butter-Stock O~eSetions Sh~f~~ ~ ~ Eliminet-

ln! Exc_R_iv~ ~ ___ otuations 

All economic goorle ·~ich Are exoh•nge~ in th~ mArket 
ptPce ~re cont1nuP11~ subjP.c t to the price-m•k1n~ forc PA. 
Some price chpnges are empJ.l, ~hort-11 ved, ""~ errAtic, 
ooeurrinp: in responee to minor speculPt1vP influences ••h1oh 
spend theroselveo i n " fpw d~vn or even p fpw hours . Others 
f!ra eepsonP'. ohan~ee Ph1oh t•ke !>lPOe t<1 th eom• r•p:ul•ri ty 
pnd .~8 rA \Ated to t 1mo Of hl'rY88t, 00Pt8 Of etorAge, etc. 
Other~ o~cur from season to seAAon or tro" v~Ar to YftPr, 
mainly duo to the effec t or t he weAth•r uoon crop v1elds 
end m•y be on either " lorge or e!DPll ecele. Stil.l others 
which ere uau•lly lprge ~nd oxten~ over e•v•r•l Y••re r eeult 
from those r ieee en~ tells in generRl prioee, incomes, nnd 
economic •ctiv1tv vhich PrP. known AB the busin••• cyolo . 
Fin•lly, some pr1oe oh•n~ee pre or • seou\pr n•ture. TheRe 
•re uauPlly thoup:ht of P8 elo,··, long-continued ch•ngee 1n 
ono ~irect1on r•sulting porhPpe from eh1ft1n~ ~•mend ~ue to 
lnoreAeinR poout•tlon, trends in tPete •n~ preference, the 
growth of oubst1tutes, ~nd th• l1ke. Or they m•Y be the 
result of fpotors on the eu)>ply side, such Re 1mprovem•nte 
1n th• toohn1que ot pro~uetion, the devotopment or n~ or 
the e7h•uat1on or ol~ rAaoureee . Priee oh~n~~~ resulting 
from auch r~ctors, ho~ever, m"v be rel•tivelv r•p1~. 
Techniques ~h1oh lo~er pro~uot1on ooetB or result 1n 1n­
orenaed comnet1t1on from substitutes oco@a1on•lly t•ke 
place aw1ft~y. Thie 1s morP pot to be th e OAee with mnnu­
teotured goode, hn•·evAr , th~n with rpw mP tP.riPla. 

Pr1oea tor ori~•ry pro~uote ttuctuPtA much morA th~n 
~o pr1oea 1n g~nerP\. To quote • recent 

!f -
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The rpmificPtionR e~~ interre1Bt1onsh1n~ or the economic 
phMeR or P bro~tH)• conceiVed 1nternetional bufter- Atoc'k 
program Are such thAt this reoort is tentAtive in chftrpoter 
~nd ~eeigned pr imPri ly to roster the continued Atu~y of the 
problem rAther than PS P definit1v~ stAtem~nt on ~>1 1 the · 
relevpnt questions •·•h1eh m~>y be r~tised ~>bout euch ,., oro~>:rA!II. 
~lor11 oreoise llnA.,ers to m10ny questions on buffAr s tocks must 
a~a1t fullAr pnplysis . Any 1nt~rnPtionR1 commo~ity pro~rAm 
~'hioh m"y be set up for the post- ••11 r p.,ri ot.l to give errec t 
to " joint int~rnAtionpl, comll\odi ty policy ahoultl be p:iven 
the reAponeibili ty or i nvestigAting in grePter detAil pos­
sible metho~11 or operPtion, proaoecti ve rPsultB 11nd I!Pnli­
cpbility to ~RrticulPr co~c~ i ties , An~ subaequent~v be 
permitted to ini t i a te Pn~ Ruoerviee such operAtions, if t hey 
pre foun~ to be pr~>oticAblP- And useful . 

II 
Butter-Stock Oper!ltions Sh~ul,tl A1J! f.1 F;11minet-

1n! $xoe~aiv~ Pric~ lyctuat1one 

Al l economic goocls "'hich Are exch11nged in the m"rket 
pl11ce Pre continu11llY a~bject to the price-mPkin~r torcP.A . 
Some price ohPn@:es are smpJ.J. , "hort-11ved, And errAtic, 
occurrinp: in r eAponse to minor epl!o~lPtive influences •·•hich 
eo end them eel vee i n ,. r,..., ~1\VA or l!ven P fp., hours. Others 
era ee('leonp1. chanf(ee ''hioh t"ke pl11ce t••i th somP. rep:u).Pri ty 
pnd ~ra rA1Ated to t i me Of hprvest, COPtS Of BtOr~ge, etc. 
OtherA ooo~r from season to season or from veAr t o y~Pr, 
mainly due to the effect. of the we11thPr uoon c r op vi~lda 
and mroy be on either" l~rge or smPll acPle. Still others 
which rore ueu11lly lprge ,.no exten~ over eever~>l yeArs result 
from those r ises end falls in gener~l prices, incomes, nnd 
economic AOt iv1 tv ••h1ch pre kno"n 1>s the b~sinAAB OyolA . 
Fin~lly, some price chpnp:ee Pre or e aecu~Pr n~>ture. TheAe 
Pre usuAlly thou~~:ht or PB slot•, long-continued ch11nges in 
on-. direct ion r i'Rulting :oerhA:OA from shifting t'Pmrond c'1ue to 
1norePeing pooulation, trends in t11ste 1>nd preference, the 
grot<th or eubstit~tee, lind t hP. like. Or they m11:v be the 
result or f11ctora on the su:oply aide, such as i mprovemP.nts 
in the technique or produc tion , the development or n"" or 
the e~h11u•tion of old resources . lriee eh~ngea resulting 
from such r .. otore, however, mrv be rel,.t1vstv r11pid. 
Techni ques ~hich loYer producti on ooete or result in 1n­
cre~eed comcet1t 1on from substitutes oeoaeionP11:v t~ke 
place e~• ittl,.v . This 111 mer~> Pt>t to be the CI!.IIB wi th mAnu­
factured goods, hn,.evf!r, thl!n v1 th r pw m~>tRr1,.1e. 

Price s f or t>r1m,.r:v pro~ucta t1uctupt~ m~oh mor~ thAn 
do prioea i n gen~rPl. To q~ote A recent 



r eport : • •Durlng thA l~at twenty 'y~prn, thA ~rice of 
whe,.,t And of Jute hPS 'been hJ'IlVed tbree tloea within 
~tbout tt.t.,1.ve monthe, the prloe Of cotton thre~ t1cee 
1n per1o~A of un~er eighteen months . Th~ or1ce of copper 
..-n~ of le,.d W'P& hl'lve4 four times "'ithin of'lr1o~~ of 
two y~rrA 8nd doubled three t1~A8 even more r,.~1~ly . 
The price or tlno ~~~ h,.\ve~ twice 1n eighteen months, 
ot tin twice in t~enty-four months; ~inc ~nd l~Pd ~oubled 
in or1oe three t1mea in ~n Y~Pre or leaft; copper three 
tl~AA ln eighteen months . On on~ oeoeA1on the or1oe ot 
coffee , .. "e hPlVed in eight months, on ~nothPr the urlce 
of eugar trebled in tour ~ontha. Between 19?.0 Pnd 19~~. 
the price of crude rubber tluetu,.te6 bet~een tour centa 
a pound rnd tuenty-tive tlo~e thllt flrnOu.nt, Pnd '·'fl& on 
aeverl'l ooc~ta1one doubled or hr.lved in the... eo~ce of ,. 
teu men thA. • 

It 1P not thft ~uroosft of thi~ renort to PnAlVtft 
th~ r~AeonA f or the 61tfer~nt1P' hehpv1or of nr1oee of 
1nd1v1~up1 conno~1t1es An~ grou~~ ot eo~mo~1t1~& in 
thP. nrioe AyAt~~tn. UncptRat.ion,.bly, how~v~r, s on~ of the 
~r1ee oh~n~ee in thR r~~ m~t~r1~1 1n~uatr1P-8 Pre exoAas­
lve Pn~ lnjurioua ln th~t suoh nr1ce ohPn~ee t~Pd to 
the i rtlonPee, c1sd1r~at1on Pnd VABtP of reeourc~e. 

?r1o~ry ~roduo~s or ~~rloulturP' or1~1n--And these 
mPke uo Pbout 80 p•rcent of th~~t vA1.UP. of totP' ••orl~ 
pro~uct1on of P\1 prlmPrv product8--nre subject to 
lPrge unoontrol1Pb1P. v~r1~tlona 1n ~ro~uetlon tron v~Ar 
to ye~r due t o f \uctuntlon& in v lel~B . So~~ of the 
ree ult1n~ ohPnR~S in prices p rP nPeeesrr~ pn~ dea1rpbte, 
but aome ~re exoeaslve. Anyth1n~ ~~ich oou\~ be done 
to hold price fluctu~t1ons to ,. mlnlmun ~out~ hpve VP.ry 
benefio1n1. stPb111Eing rPau1. ta b.,ePuee 1na tAb111ty t ellldt' 
upon 1ne tnb111 ty. One or thP. A~liPnt ohP rPcter1ot1ca 
of the funotion1ng of the price e~at~o 1n the rP~ 
DP,Ar1~l 1ndufttr1eA, pArtiOU\Prtv 1~a ~gr1oul turPl 
brrnoheA, ln ~ ten~enoy tn overcoco~ne~t1on v1th re~pRct 
to prloe-1n~uced "dJuatmente. S1m1l~r1t1~~ ln oost, 
~Ab1t, 1nform~t1on rnd nttitude ot num•roun a~All 
9ro~ucer• t•nd to r esult in their "ct1ng tog~thPr in 
expAne1on or oontrPct1on. ThA ~ot1on or eBch 1n~ 1v1~ual 
pro~uoPr tPkea pl~ce \Pr~~lv ~1thout a\ lOYPnoe tor the 
etmult~n ftoua r~e~ona~e b~1ng m~~P to the R~nA orlce 
toroee by oth~r produoer1. 

rurth~~or~. t he oyol1o~l t orofta rot uoon orinPry 
p~oduote ~th grArt eeverlty, ~hft 1nt\uenoe of the 

·~ Tr~nrlt1on fro~ !el 12 ~ ~oono~v, R-oort of 
thA D"l•g~tlon on-!Oono~1o Peoraaa1ona, PPrt I (Gen •v~, 
League ot l'~t\on~. 194~), oo 9:\-q.4. 
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bus i ness OYOlA wps rASPonsib1• fo r n lPr~e ~Prt of the extreme 
instability in prioes ind \cr t~d by t hA nbove quotntion. 
Primary products prf' fir st t o f eel. thA effects of gPthering 
dRflAt10nPry or inf1At1onr.ry forces. I n 11 deJ'rAAsion thAir 
pri ces fp\t fpst~r And tnrther thPn pri ces of int•rmPd1Pte 
end finished products. This is 9Prtlv due to P shsrp•r 
dec r eree in demnnd . SomP. feel the Pff eot or the hPAViar 
decline Nhich t11kes plpce in PO ti vi ty in the Cllpi tA 1. goods 
industries t hnn in the coneumPr goo~s 1nrustriAs. mhA 
deflPtionnry effects ot t hA tendency or processors and trA~ers 
to use up sccumulAtAd stocks durin~ n period ot fat1in~ 
prices pnd to dA t er purohpses of r aw mnt•riPls in pnt1ci nPt i on 
of even lower prices fell •··i th run " flifU\t uoon primnry 
proruosre. In prPOticPlly P11 cPses thA ~i etnnoe of pr impry 
products from thA finnl connumer mARne thPt P l Pr@:P PPrt of 
thP re tsi l pri ce is mpde uo of mPrkPt1ng, trnnAportPtion, 
end mpnufncturing costs which ten~ to b~ ri~i~ or to ch•nge 
vAr ;• sloNl y. ConsPqUP.ntlv An.v drop in consumPr incomes And 
rP.Sultin~ ~ec1inA in nemnnn at r etAil t~n~e to be full y 
rRfleOtAd to primPr'' orot1ucAr~, which m•r>ne " much grPPt•r 
proportionnte rP.duotion i n pri cen to proruoP.r s thAn in 
pri ces pPid by oonsumArS. BA~een 19~ pnd 19~~ the cost of 
living i n moat 1n~untriP1 countrieA ~ecrer>Ret1 bv from 10 t o 
~5 Percent whi le I'Ver•ge •·•orl<' PriceR of Reven orimPry 
products (oot •on, ~'"ent, t i n, ~ugPr, rubber, tAl', Pnd silk) 
~ecrepsed r>r ound 6n p~rcent io termR Of !1otlPrR, l'n~ bv more 
thPn 40 pP.roent in terms of pound aterl1n~. In th~ United 
States , be t•-een 19~9 "nd 193~, Nhol e!lf• 1.11 or ices of "0 b1>11ic 
coml'locUties decrfll'BBd b.v 4" pProent, thP. l'l.L.S. i ndex ot 
generl'l. prices 11t "holespJ.e by 32 pArcen t , ~~nd the B. L. s. 
i ndex of th• cost of living by ~ pP. rcent . I n th• Un\ted 
Kingdom thP. dec1 inP. in t hP. index numbers or oricee or ~ 
bneic comrnot'li t ies, generfll. orices fit ~<holP-PPle nnd the ooet 
of living wps 31, ~5, Pnd l~ p~rcent, rAspectively.* 

I n the fpce of nrPSt1CPl.l~ reduced ~emrnn, the proi!uo­
tion of primPr:r proc' ucta ch~nges but 11 ttl e. ThA Le,.g:ue 
of NAtions index of Horl~ pro~uction of primPr v commocl i t i es 
( 1929 : 100) "1'8 99 in 1930, 96 i n 1931, Pnd 9'?. in 1932. 
The 11mi t ed deorP.Pss in outnut ...,hi oh .c'iC' occur WPB l'llmost 

entirl' . 
*For ndditionAl dAtn and explpnr>tion of the r>bovP. i nn1o es 
see AnnUA1 Supnlemente to Survey of Current Bue1nea~. 
Unitec1 Bt11tP.B DllpPrtmPnt of CommP. rce: •llorl/1 Prices and the 
Bu11ning Indus try • by 1·/e.rrf!n "nr' PePrson: thA VPrious r el:lor t e 
of the Lepgue of Ne t.ione Anti tled •:·Tor V Pro~uot1on ~nd 
Prtoes•: reports of thP United StntPB BurePU of LPbor 
Stl'tieti cs, "nd th~ Bri t ish BoPrd of Tr~de Pnd Mini Atry of 
LPbor . 



ent1rPly du~ t o re~uoe4 nr~~uot1on of non~gr1ou\turPl or tm" ry 
pro~ UOtB. 7he OUtl)Ut Of l'jlt'10 U\tUr P1 ~00~1' ,.,.ft 101 in }Q;'V), 
100 1n 1931, Pn~ 99 1n 19:12. llorl~ "•nur•otur1np: pro~uotlon 
(exol~lng U.S.S.R.); on th• oth"'r hfan~, 1n 19~~ """ 64 pPr­
oent of the 19~ 1-.Vftl, the index tor ooneumnt1on poo~a b~1ng 
eo, ~d tor oaQ1tal goo~ft ~, . • 

fhe v1ol~n t a~1n~e in pr1oee ~t nr1oPrv nro~uotA hpve 
hPd d1eeatr~uA coneequenoee not onl~ tor the nro~uoer8 ~1r~otlv 
oono .. rne4 but tor the eeonom1o e~raten ~~~ "'\ofholf'l. Sh~trpl;v 
f~ \llng pr10e8 ~VB •me~nt thPt fPro•rA in m11ny PreRI Yere 
unsOle to pu.roh11ae ol.othl"a or boote, ~er" u.nPb\fl! tn &~~tncll 
their children to echool tor l11ck ot th~o . werP un-ble to 
obtl'i n roo~. othflr th111n th.Pt protlluoe4 on thP fprf!l-; thPt d&bta 
"'erR unpt\1d M<' bPnks force~ to close th1'!1r ~core on their 
4e~OR1tore; thl't SAVing& l~rg~ Pn~ AnP\l were l08t! Pn~ the 
plip;ht of the pPld l~t'bou.rar on thl'l fAr..., or 1n thA olne "'"A 
ottan such pa to m~ke tbA 1nco~el~a• tArm~r Aeem tortunpte.•• 

Since det\lltlonl'lrv ten~~noi~fl PllpePr tirAt 1n the oflr­
ketA tor prim~rv oro~uote, " "~ Alnoe ~r1cae or r pw mPt~riPl s 
declin~ ooat oeverelv 1n ~eorea a 1on , ~~rauree to "11Q1nrte 
e~oeeR1ve price vpr1Pt1onA vou\~ h~ve moat ben~f1C111\ eftecte 
upon pro~ueere . In Ad~1 tlon, pny ~A1nt~npne,. or thP b~ln~ 
no"'el" ot prlm.Pr.v pro,.uoflt"l · ·out~ tPn~ to m111n ~Pln th~ir 
effRot1ve <"AM,.nrl tor m,__nutiiC ture" goo<'s ~~tnt\ hence ··•ould con­
tribute t~ PVPrtlng P furth•r ~~Cline 1n thA 4ftmPn~ of the 
1nduetr1~1 sector of th• t·orl(l! eoonooy t or pr1rn,.ry oroiluota. 
"'h11 P thP prec:edlnfit (l! leOufiA1on hila 'bel'lln lnPlnl.v 1n t111mp: ot 
pr1o~ ~eol1n~R, lt ie PlPo tru,., or oourna, thPt eYoeeRive 
pr1oft 1norPIIIPA for p rlmprj' nro,. ucte ~thou1<.\ bf! pvol~ed. 
'r'heee ooour under 11 set of e1roumst,.noefl ,.rh1ch rre thA 
revPrse of those outline~ ~hove ~n~ th~t r ~t1"in~t1on woul d 
eontr1bute to thP. re~uo1n« of Rxee~R1VP. pr1oe ~P-el1nes ~n~ 
V10e VFU•RII.. 

Th~ unrPvor~blP direct etfee t~ ~nd 1n~1rect re~~rouaa1ons 
of the extrem~ly violent tluetuPt1onA 1n pr1cee or or1mpry 

OQ1!!1!l0~1t1~e 

*For Addlt1onP1 dAtP Pnd exnll'nPt1on ot the .Pbov• 1n~1oee 
eee Ann~l Buon\~menta to Survey of Current 9ue1neaP. Unite~ 
S t ptea DepP.rtment of Conmeroe; •ti'orl~ Pr1eea PM th111 Su1t c\1ns 
Industry • 'b~ 1J~rren """ Pe11reon: th-. vt-rloue r~norta ot the 
LePgue of tlat1ons entitle!! lll'forlc' Pro~uotion Pnd Pr1oea•; 
rP.~ort& ot th6 United Stpt P~ Bur~ru ot L11bor Stllt18t1eaJ 
11nd ~h" Br1t1Ah Bo,.rd of "r,.l'\a Pn~ K1n1str,v of Lftbor. 

• *Op . c1t . Trenn1tlon .W.O :!alA~ Zggnqr!J,Y. 
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oon~or 1 t1ee ~re no t 1nconB1etent with th~ fPct t hPt orlce 
ohllnp:es ,.re nAoeeaary to economlo eou1l1br1u.m ~tn.t' .thA aen~'~ral 
ooc!Al interest. Th1.- 1& true not only of ch~tn~eP ~taaoc1Ptcd 
"'1th t imes of h,..rveet, hlj:Eh ~tnr' loP yields, ""~ secul11r 
lntl uencea, but 1tl80 or 8Gm8 price v~r1pt1on6 ~~aocl~t ~~ 
•'1 th ths trPde oyct e , Prices m•y bftoome too hlfl'h or too 
low re1Pt1ve to efficiency. Th18 is ~~trt1oul~trly t r ue or 
r~~~ ~rtPr1Rla. Th~t 1A, prlcee ~"Y be ou t o! lin~ Ytth tho 
coa t s or pro~uctlonJ coste and profit mAr gins or menut~teturera 
en('! m1l'ldlemen, pnd the , .. ,.nta l'tnd buying 'Oo••er ot ultimAte 
oonAuoers. t'lhen euo"' R e1tust1on ex1sta, lntP.r!ereneee shOUld 
not ba plpceO in the ~RV ot dea1rAble price ~dJua toenta. 

~his d1attnot1on bet~e~n dee1rPblP. enrt un~eairPble or1oe 
chAnges. how to pArm1 t an~ tao111 t ate the one ~nd p r event or 
arrest thP. othAr, woult b~ th~ problom tp be ~e~lt with in 
'butter-stock operationP.. Suoeeaa colllc! not be e-ch leved 
t hr ough thA fJt>Plleatton ot !llAOhAn 1e~t' or r ule-ot-thW!b o•thods . 
On t'lA oontrf\ry. the teohn.1QU8 of prlec on~tr.ot1ono wou\~ 
h~ve to b e bPaed upon th~ wtdcet oosa1bl~ kno~\ed~e of 
economto p rooeARC& AS A ,.hol~>, tbA moet oo!!!.pl Pt e un~Aret,.n~-
lnft POPP1b1.e ot th,. businPse ovole ""~ ,. t horo\Uth PCqUII1ntanoo 
\.•lth tbP orot'uctton , prloee, oonsW!In•ton, aroo):.A , "nd N~\Pted 
sPr1Pe i n ntl thP1r 1n tPrr~lA t1CnR tor 1n~1vt~u~l oo~mo~it1P8. 
'!h1A oootH'PhPnatve kno,1Pdftfl nn<' PO t ion 'oP&ed th~trJ~on "'0Uld 
be rbsolutelv P.al'lent1n1. 1n order to lil:ive thf) f1.P~1b11 1 ty 
··h1oh '~-"OU:l«' hPVf! to ohnraot~rlte price o o11oy lf 'buffer-A toek 
onerPttons "f!re not to breAk do,.,n "'n~ in th-- oroceas orobPbly 
proc'l.ICII 11•oree mP1.Pd Jue tmf'ints thPn thf"l'y "'e r e ~AB\Rned to eorr Aot • 

.I..b!, E9s1 of Butr~r-Sroek ep.,rPtione 

Since price v~r1nt1ons mry be the r•Ault o f fActors 
vh1oh /'Ire VP%"'' cHff'Arf'l:n t 1n thP1r nr tur P., vhpt Ahoul.,. be t ho 
QP1n t oeus of buffer Rtook~ pol1oyt Shou1 ~ 1~ bP eonc"rned 
pr1cPr1lt· ' 'i th pdJl.letmfln t & to seoutnr forces , .,..1 t h a"lloo thlng 
out ahort-tlmP. tluotun t 1onR ln prices reaul t1n~ froo 
speeu\p t1VA 1nfluRnoea or ~oo~ Pn~ bPd eropA, or should the 
oe1 n Pttent1on be gtven to oyc11o~1 f1uotu~tlona1 ThP broP~ 
anBwar wo~l~ seen to be thnt l n the Roc 1r.1. 1ntPr~Bt, P 
buffer-s tock ~uthorlty mua r. lntAreet l ~ SP,\f in ~11 1rnnortent 
ver1ll t1ons and prices, "'hPt'f!Vftr their un~erly1n~ ea.ue~ , P.n~ 
be prP.p11 re~ t o del'\ ""i th thPn v1th1n tha \1tn.lta of l tA 'DO"rere. 
'i'hPt is, Pt 11nv givf'n ti~t~A 11n~ .. lt~ r~>A1leot to l'nY ottrt1oUll'lr 
o.omood.1 ty • the butter-stock I'Uthor1 ty 1n dP.CitUn~ "rhttthor 
pr1c:.en \ltPre normA\ or '-'ftrc P.XOeeeivPlY hl,::h or \Ot" "'oul<' need 
to nppratse Cl'ref'ull~ the co~olax ot aecul,,.r, cvo.l1cp1, , 
se.raonAl , P-n" unusuPl t~totorA ~rre-ct!ng prices Pt th~tt 
pprtloulPr t lme . l-to\orPver , ovc \ 101' \ f1.uotullt1onf' bulk. so 
l arge 1n thP complex ot pr1CA ohpngel thPt P bufter- ~tock 

puthor1 ty, 
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puthor1ty, who~e chief ohJ•ct1VA by definition i~ stPbt1iza­
t1on, wou1r of necAssity hPve to ~~~votP or1m~rv Ptt ent1on to 
euoh fluctuPt1ons . A discussion of somA Ps~eots of buffer­
stock price ooliov in re1Ption to oyo1icPl, short-time, And 
seoul"r orice rorces rol lo••R: 

!~ 1 tigPt~on .!21. .Intlettonpr v end Dflf1 etion,orv T•nfi Anoies 

A t•1ael;v oonce1vAd 1>nd vigorouslv .odministere~ prottrPm 
t o reduce cvclice, swi ngs in commodity pri ces cou1~ mPke s 
eubstantiP1 cont ribut ion to ·~rl~ economic s tability and 
progress and this esuect or ,. bufrer- stook progrRm cont Pine 
thA greatest oosaibili t iea. 

The beginning might be on e modest scale ••i th onflr~>tions 
designed priml'rilv to cushion thP imp11ct of the uoA !'nd do.,ns 
of the tr~de oyole on some pPrticulPr commo~i t1es. PerhPoS 
operPt1ons ehou1d oommRnee with one or ,. fpw imoort.ont 
oommo<l1 tiPS ··•hir:h Pre bA&t PdPptea tn etor~•ge, for •-hi ch 
economic informPtion is thP. most col!lo1.Pte, for ~·hich the 
outlook 1P most cl<'Pr1;v c'lefinAd, Pnd "'hi ch .ore 1n posi tion 
to benPfit to P h1p.h r egreP. from etP.btliZPt ion ooPrPti ons . 
I n th f! course of time i t ehouV be uosPible to axtenl'l ooerP­
tionF< t o " •·•1der nnr •·•ider rE>npe of orimPr:V uro<"uote Pn<" t o 
look tn Pn inorApsing ~egreP. unon buffer-stock Pct 1v1ties 
I>S P me11ns of m1t11lrt1np: cyc1.icPl ""1ngs i n col'\mo<'ity 
ur1cee Pn~ P.Conom1o Pc t ivitv in ~"n"rPl. 

''hethPr thP ini t 1A1 O'lP.rPtionA ... erA clestp:nAc'l orim~>ri1.y 
to m1t1p:Pte t~P. effect of thA cycle on EO pPrt iculrr cOmi'I Od1ty 
or ••ere e oprt of P comorehPnsive nrop:rP"l to control the 
tr~>de cycle r-robPbty ••ouli' hrve Pn 1mport Pnt benr1ng in mo At 
cpses on t he l 1nA of <' P.mPrOPtion bet<~een des1rPblP. Pnd 
exoessivP. price PdjustmP.nts. In thP form"r s1tuRt1on~<' 
rpnge of price ftuotUPtions to be e~oote~. Pn~ consi~P.rP.d 
liB nPoessary, probPb).v •·ou1r be grePtPr t hPn in thA 1.Ptter 
OPBe. ThPt is, in thP firs t OPB<' the price of f' DPrtioUlPr 
eommodi o;v ••ou1f noCf!SBPrilv hPVP. t o bene'! conA\r'ArPb1v bP.fore 
c ;volicnt pressures, Pn~, thPrRfore, ourohPses Pnd eP.tes 
might hnv" to be ~irPctea chi<'flY to•"Prd thA s e t ting of 
f loors Pn<" CP.il1nll8 for or1ces. ThP enAcirl F<tuc'ly mPde 
of buffer-s tock on•rP tiont~ ps thPY mip:ht hrvP. bPen Ppul 1ed 
tc> cotton in th<' pPr1od 1926-40 sho~•a thPt un<1P.r the condi­
t ions "h1cl1 AC tuP11Y orovpiled onl v vArv Um1 ted al'\oo ti'\ing 
ooArpt1one Moutr hPVe bPPn ~oeaible ~ithout A1~n1fioantly 
1norPR81np: oroc'luction, rPducintt consum~tion, Pnc1 Pdd1ng 
m~t P. r1rl 1.Y to tba o.orry-over. On thP othPr h~>n~, 1r buffer­
etoolt o• 11r11tions on " broPd MRlP anc' oth"r oounteroycl1c8l 
llll'li'Bures vere be1nP' p~ol1ed, thP. force of th" o;volfl upon 
t llP ?rrtiouJ.I'r ooml'loc'lity "0Ul<' bP. r educell Pnc' smA1.1Pr orice 
ChPnf!P.S "'Oul<l bA euff1o1•.nt to r<~pdJust it to its orooer 

POSi t ion 
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oos1 t 1on in thA orloe svatem. 

Reg~rdlessJ ho~ev~r, or wh~thAr o~~r~t1onR were confined 
t o P fa~ oon~od1t1P B Pn~ ~ee1~nfld ~r1~~r1 ly to ben~f1t 
oroduoera Pnd oonp;urn~rB or t.h•u~ e, or '"Ar~ 1n"en~ed to nlry 
~n 1~ortftn t pPrt in the noooth1ng our or thP tr~~P c:vcte 
RB "' "'hOlR, eer t R1n p r1nc1'>1ee of nr1ce '!)Olley vout~ be 
eo~on to both. ~he oh~cklng of ~efl~t10nPrv Pn~ 1nt1Pt1onnry 
orioe t:lovPmPnt'.fl "'OU1.t' require P olPnne(l progrPrn of on,.,..Rtlono 
for " (P.l" YPPrR f!hAPd vhlch o;•ou'~ look tO'"'" M flocu.mul,. tin~ 
no mnrp a t ooks ln fl ~atl.,~~~t1onpry ohtta~t or rhe o~ole th.Pn 
could: be ~1eooeed of 1n thA 1nf1Pt1on~tr•t l)hPae. In l Pr ge 
pPrt th1a 18 snoth,_r ,.,~v of BnYlng th11t ooerfltlona nHlBt not 
be r un counter to eecul,r forces. B~yln~ ~~Pinst " ~etlP­
t1on~ry n oveoBnt ahouln cesee ~hentv"r i t ~PPCAre~ thAt there 
~a& dBngor or curtP1l1ng oon8um?t1on to a Al~n1t1o~nt extent, 
11nd Pleo "'hen lt " "PB~red t.h,t thPre -v,-,a aut':"lelent atrenftth 
1n the trae morkAt to check An exce8~1v~ ~P.~11ne ln prices . 
After the turn in thP de~reRalon , vhen 1t ~~~ePre~ thnt 
pu.roh11eee arll! no longer required to etPb111te the mPrk11t, 
o pl~n tor dlspooPl or the Poou~ulPte~ et.ooka ahould be 
ennounoed. The R~leE'I Dllln for ,. parte~ ot l"f'IOOVery or ,. 
pArloc' oh.orPct"ri~l!'d by 1nf1At1on,ry tenc'enol f'll should be 
cone t ruoted ~th ~uo r eg,ord to the 1Pn~th ot the oarto~ ove r 
··h ich the oPles mpv bill! distribute~ eo P8 to l11f'J)Oee ot the 
accumUlPt~~ e t ooko 1n p~vpnoe of th~ ~P.velopMant of PnothPr 
P"rlo~ or t\P.el1n1n(C pr1ce8. Th"" l Prg.:tA t ~.t atr1but.1onJ ot 
course, N\oulA be OP~~ 1n the y~nrA of etrong~st ourehns1ng 
oowery both tor thP. aPke of ePrnlng orof1te or of rA~uolng 
losoen to thP m1n1oumJ Pn~ tor th~ P~ke of rPduoln~ the 
a~ln~e 1n prloes t h11t f'TP ouetoof'rily P:lmer !P.noP.c\ hP.tneen the 
bot ton Pnd the top of the cycle . 

The rAs ulte or th~ hYQothA:t1CP1 oro~r,.n Pl')t>l1P<'I to cotton 
bot~een 19?.5 rn~ 1940 1\luotrAt• the ~pn"Pre ot us1n~ P qUR81-
I:IechPn1oa1 gu1do to O""'l oe -ool1cv .. hloh ,,ou\11 11 \ lo"' f or 1nauf­
r~c1ent PdJuetment rn gver chrn~lng noonom1o oon~1t1ona. 
OonA1~crPbl~ ~eorftPRGA 1n oonAum~ t lon , 1ncrePBeR 1n nro~uc ­
tlon, An" P.X t rB1!2Plv bur dP.nROCI" stock~ rP.&ul,tet' "'hPtt our­
chPRee ""c\ r:~olee "'"r'"' bA&eci uoon the degr eu or ~e">Prture of 
ourront prloes from thP covin~ pveri'~P of pr1nee turin~ th~ 
oreoad1n~ 10 ~onthe. ~ven ntter the tormu1~ w~p mo~1t1ed 
by "" Al\O, .. pnoe for oth~r fpetors, 1no1uc'ln~ thP lPv"t ot 
current conPumntion pnd stocks in r~1Pt1or. to normP\~ pur­
oh.Pseo ""~ flPle& ¥ere not ~1atrlbutP" in auo'l'l- " ""'IW .-& to 
noh1eve o~~1~uro atpb\11t1nR 1nttusnoe~ Pt m1n1Qua costs. 
Oper~t1ona with reR~Aot t~ P oommodl~J ehou, ' bP m~~• 1n the 
l ight or euoul? Pn~ ~ern~n~ o~n~lttonfl n y-.~r or morA PheAd 
rP thPr thPn be oontrolleO PUto~~tto"llY bv trenne during the 
pPat ~Pr1ori RB modified by th~ 1MM"d1Pt8 a1tunt1on. 

The 
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The 1ong-t1me tren~ in the price of P ooml'lot'i ty •··hethar 
~ue to demPn~ Pn~ euoryly cont'itione peculiPr tn l t or to the 
movement of the generPl price 111ve1 •·•111 int'1uence to an 
importent de~ree thl! opportunity to bPlence the coat of 
purchPsee Pnd carrying ohPrgee ~ith ~rocee~e rrol'l Pe1es. 
In It perlocl in ~<hich thP. long-time trend of oriceA is do••nwprd, 
an th~t thA e.vol1ca1 RdVPncee do not bring the gen~rRl price 
level bRo~ to the 1P.ve1 of the high ~oint or the nr11vioue 
cycle, the ooflrPt1one tor moR t commodities pre likely to 
eho•·r 1\ lo""''• even 1n thP trc" of th.e bes t noAeible mflnPgement. 
Thie w~ul~ hPVe chPrPcter1~ed oper~>tione 1n moat commoo1t1ee 
<I ur1ng the inter-"'llr pariod. But the loss ee 011.n be minimized 
by ~ood 'management. Operations eimultPneouely carried on 
••ith referAnce to sever"' ditferAnt COI'II'IOditi"a will tend 
not only to lessen thA Pwlnga tor ePoh, but mPy P.ven orovi~e 
some 1nAur~tnoe through bPlPncing losPes on some commot'ltiea 
tori th gains from oth~. ra, In any C!>ae in "Mhich thA eeculPr · 
trend or the price or the partioul~>r comrno<lity is downwArd, 
etooke are likely to Rccumul!>te, pn~ other mP~>suree '•ill be 
required to minimize th~rn. (r.ee section ~iacuasing long-
t1mP. or ReculPr forces.) Thill ~'"S the OPSe "i th respect to 
cotton in the yeprs 1925-40. Buffer-stock operPtiona coul~ 
hpve reduced f luctuations i n prices ~nd i ncomes of oro~uoere. 
But t he stocks puthority woul~ hpve hPd to Ad just priCP.S 
continuP<lly in P vener"'· do•·•nwPrd Clirect1on 11.nd lOPAeR ••ould 
hPVR been auatP1ned un~er thP beat of mPnPgement. These 
lo~>sea, ht~• •ever, ooulcl hPve be,.n minimi?..ed by Pn inte1l1~ent 
ptt~>Ck uoon thR forces "•h1ch mPde for the <'leenenin~ an., ~ro­
lonFlng of the '"'OrlCI t'eoreaeion l'n<l by pnpropr1Pte nPtionl'l 
~>n~ int~rnPtionA' mP.Psures t n reducA cotton suro1uees . ~he 
reverse 1 A t rue with pn UD"Prd tren<". Profi te mAY be 
realized from ~o1~1n~e. 11n<'l Atocke mPy be aol<" out frequent ly 
bec~tuae of short crops or 1ncrPPS1ng dempnd. 

Buffer stocks cPn be exoected to m~ke ~ oroFreesively 
grePter cont ribu t ion to re~uc1ng economic f 1uotuAttons i n 
gener,.l, p& such mAPBUres P.re exten~ed to A •·•1der rPnge of 
cOI!lJ'!Otll t i P. a . The extent to uhi ch oycUcpl v,. r iPt1ona "OU1.d 
be mi ~1 ~>Pted "OUlCI vpr,v, deoend1ng uoon ,.,hethPr th• numb•r 
of cllrruno~1t1es involved " liB l~>rge or ema1\, 'but th• ~P.nArl'l 
n..,t,!re or thA proceM by •~hlch i t iR Pnviapged thP t the 
count erc.volloa\ effects woult'l he A.chieve" •·•ou1<' be the Reme. 
In the ~eecent'ling phPse or the oyc1~ tha buffer.stook 
!IUthori t y voul~ buy commodi tiPs in such amoun t s PB to pr"VAnt 
the nrioe to pro!luoarf\ rrol'l fP1.ling ee rppiill." pntl PS fAr 1\B 
othel"·•iee ~"OUl,. 'be the epee. "hie wou'tc' prevent oro~uoerR' 
inoones from t11.111ng, or .ot lPI'Bt "'OU1<'1 nrAvent thAlli from 
fp\ling PR faet An~ AB fpr ~s ~oul~ be the OPee in the 
pbsence or bufter- stook ooerPtione. Hence, oro~ucerA You1d 
be better nblP. to continue to buy thP oroduct~ of othAr 

pArte 
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pflr t S Of thft PGonomy, 1'hPAI! OthPr 1nt\ustr1P8 l n turn WOUld 
be unde r le~a preaeurn to eurt~ll ftmoloyrnen t An~ n~yments t o 
thol r f pctor l' ot p r oduc tion. Ao ,. r eaul t , purohPBl.ng PO'"er 
t or I'll oonnod1 t 1ea , 1nclu~ 1n~ thoae t or ~hloh the nr1oe 
\'ffl6 being euppor t e t\ , ttoul~ b e bettP.r IDI':intp.lne~. Furthe raore, 
A1noe prooe~eore ond QPnur~e turere coul~ be cert~ln th~t 
th" prlcea ot thelr rpw or ter111 l. ,_,ere not flOln~ to ~eollne 
ehprply they ··out~ not h,.ve thfl B11m.e 1noen t 1ve ro uee uo 
exlott ng 1 nventor1~e Pnd buy on ~ b.and-to-mouth b~ala P& ls 
UBUflllv the casfl' l n detlP t1onPr:v peri od~. As ~ r~au,. t o f 
th~Be processes , thl'} ~ ettPt1onflrv ao1rp1 ,"ould be Prrested. 
and the ' 'hole ftoonomy Cl~t1ntl\1nAd on ,. h1~P.r \Pve1 o f aotlvlty 
th.an otherw1Re voulol be the o.-Ae. I t u prol"IPbl ~:~ thPt theRe 
1nd1r~ot conAequencee of ~r~v~nt1n~ or PrrestlnF the ~ ecl1ne 
1n the nureh.-s1ng pocer of pr1mflry oroducer e voul~ be mor e 
1mnortant th~n the d 1reo t ~treot ot t~k1nF ooMMo~l ty aurpluaea 
oft th* OPr~et. I t o~nnot be ~ae~ed, ot courAe, th~t 
bufter ... e toott oo,rAt1onA tor one or P tew eornmoc:\1 t1 ea or 
even for II Vlc1e t'l'nge or Atrp}ft. RtOrr'b}"! Qt'~UOtA '"OUt~ 
RlOnP 'be Abl~ to Peh1•ve ~oononio et~Oltl ty . But th~Y 
c ould e f fectlvel,. euo'Olftl'!lent otht-r oou.ntert'eflPtlonPr,y 
m8Peurea thrt voulc' J'll&o preB \.4r:'IPb\y b e put lnto OpArp t1on. 

I n the infl Pt1onPry or expPn~ln~ phPRe ot th~ oyol~ 
th~ effect of bufr~r-atook ooer~tlone would be the reverse 
ot thPt l n the ~ efl~t lonPrv ph11se. AA pr1cee rose atooks 
t·'oUld b e rel,.,__oed into eo:nmel"Cl~t 't chr.nne1.~ . Th l R ""oul~ 
dmupen dot·rn the rlsing prteea Ant\ 1noom"ta to proc'ucer A, 
o.nd Noul~ tAnd to prevent the overex t ens i on of oronu.ct1ve 
f P¢111 t 1ea. Middlemen f'nd prooealiora voult' be l~trgely :free 
trom the incen tive to accumulA te l Prge 1nventor1~s ln ant1-
c1DPt1on or higher pr1ocB , and consumers YO ul~ be ~aaured 
continue~ Pdequ~te eupQ\1aa ~t rP~&on~bl e prices vlth 
reAu\tlng t11vor~ble rtfeota on coMpetition with ~ubetl tutea 
and on ooneuc~tion Pnd expendi ture nnt t erne l n gen er Al. 

Some ~oub t might be entor tR1ned P& to the no aa1bi\1ty 
ct mot'erll t1 ng the bua tneRB cyc le thrcup;h e prot:trtJn 1·'h1ch 
~1ght be exuected t o nttec t dlreotlv com~o~1t1ee repreAent­
lng on1.v n rr,ot1on of the to ~ nt vp\ue ot vorlc1 t r rrde. 
1-lowever, 1n order to street thii'J whole ran~e or or1m""ry 
pro~uota i t ,"OUl~ l->a ne i ther neeesRprv nor c\ee1r~tble tor 
opernt1on& to be oon~ue t e~ tor ~very e1n~l~ b~slc oom~o~ 1ty . 
BoonUIUl or eomol.ernentPry, euop\Bfli~~tntpry Md comoe t 1t 1vc 
re1Pt1onah1ns bet··eP.n oonmo~1'1"e l>ltth N!Pneot both to 
their CP\1~ upon the tPr.tore of ~ro~ uct1on Pnd their uee 
aA pro~uoern nnd oon8~erA ROO~~ ~ op •r~tlon~ ln the ~Pjor 
pro~uot~ vou\~ t•n~ to ~~lnK nrloee Pn~ incomes for mpny 
oth Pr oommo~ 1 r 1ea . r or 1natrnoe , butrer-etock PCt1v1 t les 
1n ~he~t , oorn, pnd rloe , And o~ rhrpe rye, orobPb'lv would 

exflrt 
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. 
exert a sufficient effect upon th~ structure ot worl~ grain 
prices >~ithout un<l ert&king the adc:H tionlll expense 11nd 
adMinietretiv• burden or oper11ting in barley, oats an~ 
grain eorghume ~d millets.• Furthermore, as has been 
emphasized above, 11ny t endency to maintain incomes with 
re11pect to the important prim..ry r11v materiPls would hpve 
f pr-rePching repercussion upon the demand tor other ra~r 
me.teriAls A.nd manu tao tured goods. Such ben~tt1 ts might extend 
to trt~lte policy. Im!lorting countries ••ould have lese incentive 
to rai~e import barriers to protect domes tic producers, while 
ex-porters ot r1w materipl.s ~rould be under lese or eseure to 
curtail imports ot industrial pro~uota and force exoorts 
as means ot correcting a disequilibrium in the balAnce of 
payments. 

5ixcesa1ve Short-Term Price Hovemenu 

Excessive short- term fluctuations in prices mry be due 
to mrrke~ changes in either eupolies or mPrket conditione. 
There are two types ot movements to be considered: (1) 
random deviations f r om the annual eeasonPl movemP.nts, and 
(~) dev1Ptions from the annual average responses to ch•nges 
1n size of crop or VPriet1one in totP1 supplies. In con­
sidering 1·•hat is excessive it must bP recognized that the 
orderly movement of suopliee requires seRsonpl ~njustments 
sufficient to cover the chPrges involved in oPrrying ,.nd 
distributing supnl1es throu~h the mPrketing ~aeeon. In 
the CAse of some oommo<li t ies h•ving pronuo1ng PrePs lfic:lely 
d1str1nuted 1n the worl<', the intP.rnat1on~>1 seeAon•l. orice 
movements Pre norm,.11v verv mo~erBte. But in thP severAl 
producing arePS, prices mp~ decline rP t her sh~>rply with the 
h.orveet ing of the new croo11. "·'hen thP. price Adjustments 
to the rn"rketing or " na., crop 11re grlll!ter th11n requ1rAc:1 
for the <>~1etinp; supply oon~i t1on10, or >rhen oricl!s Pdvsnoe 
within the SSI!&on more raoic:llv thpn Puooly oon~itions seem 
to '-Prrpnt, butter-stock operPtiOM llli\V be Justified. Al­
though it i s doubtful l•hether e~t~~n~i ve butter-s took operP­
t1ons would be either neoees~y or Pppropril!te in 

connection 

• NeedlAAs to aa.v, operPtions 1n m10jor oomr.loc:'li t.1P.a ~•1th 
minor oompe ti tore excluded ahould al•'P:tR orooeed "fl. th due 
regArd for the etteots or ohPnFBS 1n the oroduction And 
coneumot1on of euc1\ minor orol'!uote U'>on m11rket out,.ete tor 
the oomnoc:U t1fiB RubJ eo t to butter-Rtock ooer11t1 on a. 
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connection w•th noRt o~eeA of e~tensivP intrPse~~onPl price 
ch~ngeR, thP ne~d voul~ occ~eionPllY Prise.• For inAt~nce, 
the bumper oro~ of cotton in 19~6 OPuee~ P ehPrn~r ~eo\ine 
in th~ firs t r~w months of th~ m~>rketina YAPr thPn wpa 
wprrPnted by th~ ~emPnd en~ AUp~ly outlook or by ooetA ot 
atort>.ge. Prices reoovere" letf! in the Rf!l'~on but by thPt 
time f prmere hPd sol~ th~ir cotton. The erce~RiVA dsoline 
ot 2 to 3 centa in cotton prices ~urinF ths months ot 
hepvlest mPrketing coat pro~uoere millions ot ~ollere. It 
a butter-stock AUthor ity hPd bAgun t o purohPse cotton Pt An 
Pnnounce" or ice in th11 ~>ummer ot 19~6 , pri ve te trP~ere ••oul.S 
hPve bought more freely ~nd the AUthori ty orob~>blv woul~ 
hPve Pctuslly had to buy verv little cotton. 

Since the Pnnu~> l vpril'tione i n or oruction ot moat fprM 
oro~ucte are gres t~r then the veri etionP in coneumot1on, 
prices ere likely to tluotul'te annut>lly more thsn oro~uotion. 
Some degree of fluctuation i s economloelly juetitiPble. 
:~en producere hPve high yiel~e they cen eftord to m~>rke t 
their products at lower oricee pPr un i t, end oonPumers 
IIIPY be encouraged to u~>e more ot thA oro"uct currently 
and thus PYoid ~tn exeeeeive ftOoumulet ion of etookA. It ie 
deeirPble, ho~•ever, thl' t some A t ockA ot dur~tble commol' 1 t1en 
be ~tcoumulete~ i n ynpre of lPrge crops, to be distributed 
i n yePrB of sm~ll cr ops. Thi n iR commonl y recogni zed by 
t he t rPcle, encl PS n rul~, " i th norm~>'l mP r ket conditione, 
th~ price adJustments ~re Auoh Aft to r eAult in eome inoreae~> 

in consumption--but not PR much PI thP incrP.PAB in the crop. 
Consequently stooke Are built U? from 1PrgA c r op yeArs, to 
be conAumed in the Ahort or oo yPpr R. YowevPr, i n the Cp8e 
ot some connoc1itiPA pncl un~er oer tPin cond1t 1ons, the Pnnu~>l 
orice moveoenta P8BOCil' ted ~i th vrr1Pt1one 1n ei•e o f croo 
pre grepter thPn nPceesery to distri bute the AUOnliss i n 
PCcordPnce Yith oonsumnt ion neP.ds Pnd cerryinR chprgee. 
The sharp decli ne in cotton priceA ln 19?6 hP~> bnen oentioned 
pbove PB Pn i llustrPtton ot Pn •rceeaive intr~tsepsonpl nr1oe 
chpnge. I t might ~tlBo be consi c1ered to be An Axceesive 
intereePeonPl movenPn t ainoe thP. Pver~tge orios f or the ee~eon 
"8 P "hole .,,.8 lo>~er th~tn ,., rr11nted by c1 emPnr1 Pncl euonly 
oonritione. Buft8r-etook o~P.rPtione mPY bA ueed to eliMinAte 
BUOh 8~C888lVA price OhPnRft8 . 

!n 

• In CARe of rn PreP or ~r i'PB i n vhich such eereonPl orioe 
movem-.nte seem to be vr•Pt~'r thl'n Rhoulr be r nquired, And 
the rP~eon P~OPere tn b~ t hP lPO~ ot ~roper f Pc1l•tiea tor 
hnn~li~ nPw crone, Pi" ahoul~ ~e in the forM ot I'BBi~tpnce 
And direction i n the ~eve\oomer.t ot more pdequAta m~r~eting 
fpc il1ti-• rPth~r thAn the s~pl1oet1on of th~' ord1n~ry 
butter- stock ooerstione. 
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In determini ng t he extent to ~•h 1oh the ~>nnuA1. or1oe 
movPmente reeoOiP ted •·•i th the hrrve~>ting of " ll•rge croo or 
ll short crop "r" AXCPAR1ve, due A1lo•··,nce mu~>t bP m"~" tor 
t hl! nor mt>1, r e1Pt1onAhi o of mPrktot prices to the totP1 volume 
of suo~lies ~vr11Ab1 e for the current aerson, the normPl 
oonsumotion requirementR, And the oroh,~l~ pcoumulPt1on or 
stocks et the en~ or thA BAPBOn i n rP\Ption to e normPl or 
expected pro~uction 1n RUOoeeding Ae~>sona. To pvo1d the 
excessive Bccumu1Pt1on or stocks in oerioda ~hen buying 
power i s A11o rox11'1/1tel y norm~>l, purohPaee troll! the lPrge 
crops should ~e dieoosed or in the yepra of ~>ve rPge or lei's 
thrn pver Age s i~e crops 1mmed1Ptely following the l~>rge cr ops. 

I t excesRive Ahort - term or ice movements Pre due to 
whpt is obvioualy ,. temnorrry deores~>ion or ehort-1ived 
ppurt in demAnd, the appropriAte oper At i ons by the stooke 
PUthority may be similAr to thos e in oese of VAriAtions in 
yields. But the CArrying of surplus stocks from lprge or ops 
into a deflationery p eriod and thus contri buting to the 
difficulties or de~ling ~ith such movements mus t be PVOided. 
In en inflationnry p~riod, on the other hPnd, pcoumulPted 
stocks may ~e disposed or in advAnce of the greAtest need 
tor them unless sales are di stributed very cprerully. Pur­
oh~ses , holdings, ~d asles should ~e plRnned at ell t i mes 
••ith due regard to effects upon the supoly ~vP11Pble for 
consumption pnd stocks, as >rell P S ••i th reference t o pric e 
movements . 

Long-Ti me 2£ Beoul~r Price Qhpnges 

The generP\ i nterest rP.quirP-B thet the most effic ient 
use be mPde or the resources AVPilr b1e for th~ pro~ucti on or 
VArious c ommo~iti es ~nd thpt oriceA be m~>intPlned I'S ne~rly 
P8 poePible i n l ine with" l ong-run rre~ mPr kP t equiUbrium 
o:(' sup •ly pn~ <'IPmPnd oon<'it1on11. Consequently, it vouln 
no t onlv he 1mposB1b1. 'l ~ut plso un<lesirPb1.e f or P hutfer­
stock puthority opP.rntin~ P\one to l'll'intnin the pri ce of R 
comllloC!i ty ov11r " lonp: p 0 rio <' of time flt A hillhP.r or lo•"er 
level thnn the bPelc conditions or <'lemP n~ Pnd PUt>OlY would 
j ustify. Suoh opernt1on11 obviouslv shou<~ be con~uoted , 
ther ef ore , 1•1 thi n thP frPmPwork or t hP.88 hi'Si O COOc'i t ionB . 
T!le stocks PUthority IIIPY conclude i n th" l if!ht of th" outlook 
•ith r Psoeot to generp1 prices Pn~ ths BPAOiP1 f~>otors 
~ffeoting th" ~emF>n~ r~r sn <'l eupplv ef P Ol'rtioulRr commodity 
thl'-t the price t or ... v .. r P1 .ve~>rs in the future "111 be •'bout 
stnt1on,.~y . gr~dUAlly rising, or ~eclininp:. ~he f~rther 
i nto the future pric e tr~n<'e pre prAdiot~d, th~ lPB~ ~n~urpte 
euoh pr edictions ~re, but thA conoeot or the tr~n~ orice 
would be fundPmentA1 to butrer-~tock ooerAt ione s nd the 
PUthori t y '<O tll~ hPve to bP onntinuPllY conc~rnPtl "i th its 
rPvieion ~nd r eorojeoti on . 

The 
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The seoulPr tronn in prices is or p~culior 1moortanoe 
in connection ¥ i th oom~od1t1P-R in ~ ohronio eurotue position. 
Cott on , coffee, sugpr, tin, rubber, and vPrioue othPr ori­
mary oom•1od1tiee were in chronic surplu• before the oreeent 
>~Pr. In the poet-wpr perio~, ~iffioult eltUPtion• pre apt 
to prevPil not only for theRe typicplly surplus commo~ities 
but Etlao for otb•r cotlllllo~1t1es "blob " ere not in •urolus 
in eprller yeprs but <>hooe pro~uotion on~ oonAwnt>tion hAve 
been distorted durin~ the wpr. Under •ucb oon~itionA, the 
bPR1c priee reouired to move ~ surplus into ooneumotion moy 
be eo low os to crPate eoono~io distress. 

Th1• is • oomno~ity problem or • more b•s1o ch•r•cter, 
the solution of wh1oh nec•eoerily rune 1n term• or fund•­
mental •dJunmen•• 1n the supol.1ee oro~uoed or effoot1vc 
etepe to fostP.r 1ncre•sed oonounpt1on. It c•nnot be met 
by buffer-stock ooerptione . But there «oul~ be the same 
benefits to be derived from buffer •took• rP.gPrdle•• ot 
"hstbsr the oo~o<'i ty """ in " chron1o surplus poRi t1on. 
3utter Stooke ~oul~ still be ftnpr opr1 pte to oliminpte 
excessive prloe vpr\otione in th• oommo~1ty, thue s~oothing 
out t1. uctuPt1ona in pr1ce.o, 1nonmAA, oroduot'-on 111nd cons ump­
tion, en~ exerting <lesir~>bl• countero:.rol1oA' influences. 
Ho,.,ever, Ftre~t o~tre "''Out~ nePd t o bp e,.ero.ifsed 1n ooArat1ng 
buffer atooke for tyo1cAt\y Ruro1ue commo~i ties. Since 
producers woul~ be 1n ~iotreao, th• • t ook• AUthority oould 
expoot to be un~er hopvv pressure to mA1nte1n pr1oe• At a 
hi gher l •vel thPn bfts1o demanrl Pn<l supoly conditions wpr­
r~>n ted. If this ocourre~ pro~uct1 on ~oul~ be encourPged, 
conaumot1on d1acour •ged Pnd th~ incentive to oh1ft fACtors 
of production to other 1n~uatries woulc' be rec<uced . Suo­
oessful opera ttone over en ~xtonded p•r1o~ no t onl.v ,.ould 
require courRgeouR POtion on price poloiy but •t•o ~e~aures 
to reorient orocluot1on end/or expend consumption . 

Dealing ~ ,,1\rioue Connoc'i1t1P.e ~roul~ Pree12nt Different 
frob l ema 

It is sc•roelv poo•\b\e to overemphe•1~e th• c'1vers1ty 
of tho eonc'1t1onA ••i th "hich A butter-stock •uthor1ty "'ould 
hPve to oops 1n connection with the different oom~oc< itieo . 
Intra •n~ in t erae•eonPt pr1oe ohpn~es very gr•Pt1y be~een 
eo~nodit1eo. Th- v~P1oue produoto •re .rreo te~ ~lffer•ntly 
~· to timin~ Pn~ 8molitu~e ot ob•nge by thft buo1neee ovole . 
For •o~n the lon~ ti~P tr-n~ 1n dP.m•n~ ""~ oon•u~t1on 1a 
up·<ard. OthPrA •r• hPUnp: to •n 1nore~>e1n~ ~ep:rP. • the 
competition of 8ubat1tutee. Fbr Ro~•. oo•ts of oro~uot 1on 
Pre deorePs ing, for others 1norPoa1ng. TrPc's b•rr1er• Pr e 
very importont for • ~i~e rPngA or pro~uote, tor others very 
much 1P.aa i~oortAnt. 

'l'ba 



-16-

Th• mPt t•r of st~b111t1ng prlcee ~nd inoom•a to oro~ucere 
or foodstuff~ ••11 \ preeent distinctly tHffer•nt prob\eme 
th"n 'fill etpbi1.17.1 ng oper,.,tiona for in~ u•trl~tl. rP" m11terilll8. 
In the OPIIIt of foo~etuffa, ~roduction Pn~ oon•umotlon con­
tinue 1<1thout gre11t v..r111t10ns throUj!h • cycUolll .. epreaa1on, 
"h~rePs both the produetlon """ the conaumotion of non­
Agrleultur,.l induetril''. rl'" "'"'terble us gre~tlv ret1 uoed . 
In thP CP&e Of fOOt1Ptuffa thll cyolioe1 Pdjustmente pre tAken 
prlopr!lV in pr1C88, but in thlt C/118 Of r~v mPteri~t\~ Of 
industry, ~tdjUI'tmente ere reflected in mar~e~ ehengee in 
pro~uctlon, c~neumotlon, Prices and emo\oyment . The vPrla­
tlone ln pro~uction ""~ conoumotion of non,.Frloultur~tl r•v 
m•teriP\s, of course, •re due prim11r11y to the fPCt th•t 
their use cen be ~eferred tor "' oon•iderPb\e perlo~ •nd the 
Production of th•m ie eubJ•ct t.o order. I ndustriA' r1t~ 
materials or •sr1ou\turp_1 orip:in euoh As cotton Pnd rubber 
tend to et,.r.t1 •ome,.here in bet~en non .. ~rioulturA\ row 
m~ttori•ls pnd foo~aturra ~1th reepeot to their behPvlor dur­
ing deoreeaion. 7hetr oroduotion ten~l to continue, but 
con•umntion ~~ prioeA deo\1n• Oftvere\y. 

It is obviouo thPt producte ~hooe conoucption 4eolinaa 
(ltrPotly ~uring p 4eor•asion present e nore aer•ous oroble= 
for counteroyc1 ieP'. ooor,.t1ono thpn lin toodatutra. Fol:' 
auoh com~od1tieo, etPbl\iT.inF prioee on~ tPkin(lt Vhot oro~uoera 
offer prohob\v wou\~ oean th~t in • buaines~ ~enr•sa1on A 
lftr£1:8 pPrt Of production WOUl~ be fOr 8P\8 to the ~Uffer­
s toek authority. In order to PYOid ths quick accumulot1on 
of lPrge s tock• vith a r•sulting tie-up or funds tor • long 
period of time, the euoport pr1oee of the Rtocko outhority 
should be ot vory ooneerv•tive \evela, ahoul~ give full 
"~ight to eeoulor fpctors, ancl th• 1n~uetrv Bhoul~ un<ler­
BtPnd thPt pro<luot1on tor oole to the etocka outhor1ty vou\d 
mean l~er prices pnd less production in the ensuin~ pros­
perity pPriod. For auoh pro~ucta, butrer-etoc~ operAtion• 
would be more auceaesful in the degree to which they were 
combined with other oounteroyol1CP\ m•,.auree. 

Burrer- Stocke .tJl4 Ntt1ona\ 3conon1o pol1o1ea 

'~ilo i t io hOpPd thPt buffer•StOCk OnftrPt10n8 would 
be aaeooioted with ""~ "Oil\<1 enoourop:e freer t r•tl• """' 
1noreeee4 eoonGmic 1 nterdepandence Md (ltco4,.1ll omonp: nPt1one, 
1t ~ou\d no· ~e nPO@eoerv t or p1\ countries to ~bondon 
their o~n ool1oifta of ~ro~uotion control pn6 Price euoport. 
ror inatAnoa, 1• 1~ OO~Pi~\e :hot the Unit•~ Stfttee will 
4e&ire to continue tn aup~ort Pr1eee of b~e\c eo~od1tiee 
in the United StAte& ~bo•e the worl~ price lPvel and it 
opv be neceeepry, 1n order to ,.void the ~COW!!UlPt1on of eur-­
plueee, to cx~ort eo"e or th••e ogricultur~\ eo~~odltiea 

through 
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through the Uft~ ot export bount1P~ or oth~r formA ot two­
prtoe Arr~ng~m~nte. Vn~er these c1rcume t~noen lt woul~ be 
neceee~~¥ for ~country such ~~ the Unite~ St~tea to enter 
lnto ~n ~greem~nt with other lntereat~d oountrl~l which 
"''Oult4 pro•1d.e tor fl. c!etlnlte cor.u:it.aH!Int 1111 to th~t tlte ,.nd. 
ecope or n~t1on~l11t1o ~rogr~• tor aomjll perlo~ in the 
future. For 1nat&noe, lt voul~ b,. poaalb\@ tor ~ butter­
atock authority to ontrpte on an 1nternflltional ecale lf tt 
knew th#t exnort eubeldlea were to heve cert~in detlnlte 
11c1;a. l=oorttn~ oountrlea pureulng orottetlonla\ ~ollclea 
would hftve to agree to upper 11a1te to tArttr rAtee ~nd 1~ 
port q~otaa. So long •• the buffor-atoc~ ~uthor1ty knew 
•rhflt n~tton"l pollclet Here to be 1 t caul~ o"O.,rPt~ ¥1 thin 
their tremework. 

I t ~nee ~~De~r pro~~ble, bo~ever, th~ t "xtsn~ive oePe­
urea or eeono~1c n~tlon~l18Q ~out~ t~n~ to ~~~ to the 
d1ttlcultlee ot ~n lnt~rn~tlon~l butter-~tock ~uthor1ty. 
It such e~peurtl ~ere eutf1e1Antlv wldeeortPd they mlght 
reduce th~ oortlon of totPl oro~uct1on •n~ oonAUm~t1on 
tubJect to the lntluenct ot the buttftr e took~ to PUCh p 
degree thPt th~ oo~r~t1on or th~ ruthorltv vou\~ nor be 
Yorth ~h1le. In the •~cond pl~ce, the aor~ vtdeeurepd ~nd 
severe the de11berPt~ oontrole ot n~tlonP\ Ro•erncent@ over 
s c~~~lty, ~nd th~ longer such control- Pre cont inued, the 
QOr@ dtfftcu\t lt 1~ to O~Peure Pod A~prp1Ae the fpetore 
un~erlyln~ th~ b~h-v1or of oroductlon, oonftunntlon Pnd or1oe,, 
~h~refore, 1t 1A orob~blv ts1r to oonolu~e thPt white eoc­
plete free trP~e 11 in "" ""'ttY eef!l,.ntll'' tn thf' ODIIlr~t t1on 
of ~n 1ntern~tlon~\ but!er-atook PlPn, th~r~ mu~t be ~n 
~greement ~• to th~ e~tent of nAt1onn\1ot1o r~~u1At1ono, 
en~ it 1e to th~ lnter~Rt or ~uoceepful butter-stock ooer~­
tlone thPt oePIUr~l Of ~0000m1o n~t1on~l 11M be mlnlo1~8~, 

!!».! ~ Orgrol tot1pn 4114 ~ R.t. l..!.YlU. Rtqu1red 

M~ch1ner,r tor the ooer~tlon of but'er e tooka ehould be 
developed AI one ot th~ 1ne tr~~n·a tor ~~~11n~ v1 th tho 
1nternl't1on"' trP~e in co~~1t1ee ~n~ ~e "'"ooll'te~ Ylth 
the 1ntern~t 1on~1 or~~n1~~t1on hpvtng r eRoonR1b1\1t1ee tor 
th~ development Of pol1018ft I'D~ pro~ri'M~ rel~t1ng to the 
1nternAt1on~l exoh8nge or agrtoultur~t ~nd oth~r raw 
onter1Pl eo~oo~ltlee. One voee1bll e~l'nl tor ~onoonl1eh1ns 
thl& would be to eet up r oo~oratlon tor the ap~otflo 
purpoee or t'oPl1ng 1n auch oomrnod1t1"a " ' "'"Y be lnotuded 
in A progr~ Of 10tftrOAt100ft \ buf fftr-e toek Op~rrt1on&. 

Th• co~orrt1on ahoUld h#v~ d1aortt1on tQ ~•t~blleh 
eep~rAt~ oon~odlty pool• ~nd eubooroor~tlonl to de~\ ~lth 
th4 ~~v~r,, co~~odltl•- . It 'hou\~ b~ eM~OH-r~4 to 1eeue 
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~n~ oell eecuritie~, to ourch••• · hot~ •n~ ~ieno•• o! com• 
mod1ti~A, to enter into contrPoto vlth ind1vi~UPle, oornor~­
t 1ona, ~rt St~ t eP with r~fPrPnce to purch~see. storPgR, 
prooeaeing, trpneportetion, •n~ •ale of commo~iti•e, to buy 
an~ sell futurea, ~nd to issue debentures uoon stocks, which 
debentur es ''OUl~ be liqui~atod with the s ole o! such stocks. 

The Com~odity Credit CorporPtion of the United Stotee 
hPa shown ho~ a l•~ge volume of comModity buoineee oAn be 
financed. The CCC probably could be r•ther re•dily trAns­
formed into "" 1ntorMt1on.l org&niu.tion to buy and sell and 
meke loRn& upon coModi t i es. It 1e no•·• eng&ged in eueh 
operations in mPny countries &a "war me•sure Pnd it hps 
hPn~led lArge VOlumeS Of bUSiness. 

The Amount of fundo neoessery to carry on on interne­
tion•' buffer-stock progrom will v•ry with ••ver•l conditions: 
( 1) :a th the number of o·orunod1 t1ee 1noludad in the orogrl\ms , 
( ~) >r1 th the extMt to ><IUch it 1s intended to bols ter 
oyol1cAl. declines •& wen PS to mo~erate short-time tluotua­
ttons, (3) With the Rhare Of '<eight it lB tO CArry 1n the 
generAl progr•m of control• of cyolio•l fluetu•t1one, •nd 
14) w1 th thP. ~agree. o f ~conomic uncertp1n ty .. h1oh eJ<lete at 
the time •t Nhioh 1 t oper•tee l'nc\ tho pmpl1 tude of price 
fluctuations 1n reeoonee to the usupl m• rket foroee. 

The short-run elasticity ~t su~ply of most commodities 
Pt Pny price Pbove thAt >rh1ch .,ould be t1J<ed by normPl m•r­
ket operA t ions i• vP.ry high, •no even if the buffer-stock 
pro~nm 1a eJ<pP.cted to be only e oort of a comorehene1ve 
scheme of business oyolft control, ther~ t. P 11kel1hoo<l thst 
a lPrge pArt of the e•rly program of prtoc contr ol w111 be 
OPrrted by the butter-stock coroorat1on. ThP.refore, the 
resources PVA1l•ble to the e t ock• Puthor1ty ehould be 
generous, and must very in ~1rect prooort1on to the ehpre 
or the Ant1der1Ption progrAm 1 t is to Corry, 

The volume or rune! a ••tll depend, of course, to ,. eon­
stt\ernbte extent, on ••hether o thsr controls designed to 
st1mu1Rt e 1nvPetment, encourage enterpr1ee, •nd 1ncr•••o 
coneumot 1on on • na tionAl en~ 1ntern•tion•l b•s1e Pre to 
be ryresaed vigorouelv Pnd quickly. The ~An~er of del~y in 
th• &pplicatton of theoe other corrective mopauree must be 
obY1oua, tor to the extent thot th•y ~r~ del•Yed, we ~ill 
be drtven to A ~eoen~enoe upon defl•t1on~y correct ion of 
economic disequil1br1a. It seams imooen1b1• to •void the 
pese1m1st1o oonoluoion th~t nome deoendence will be plPoad 
on detlPtion, pnd thpt , tn some 1ndeterM1n•ta aJ<tent, the 
butter-stock tund ~ill be celled upon to rA~ul"ri,e " 
!•U ing nPrket . 

But 
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But if there 1e t o be m•r•1y n r•gutPrl .. ntion o f A 
neoe~aPrY ~At1Pt1on or 1f o thPr mP~eurea Pre to 1A~ ln 
effec tiveneaa, the buffer-• took proprnm will. ~emen<l moro 
funds, for 1n such e decline th•re ~111 be " muoh rr•~ter 
degree ot uncertainty •nO muoh .-ider n•turn1 nuctuntions 
of ooornod1ty pr1cee. Thor• Pnpenre to be no •vo1<1Pnce ot 
the fP.Ct rhnt the buffer- stock program must be pr ep•red 
tor Just euoh •n emergency eo thie. In •ny epee , those who 
are &iven rosoons1b1lity f or tho control of unneoes•ary 
fluctupt1ons in r~w mPter1Pl prices mPy exeuapbly express 
deep concern over (a) extent of the genere~ or1ce control 
progrru:J, (b) the promotMee \o01 th •··h1oh othor· m••auree nre 
expected t" be 11ppli ed, ( o) the • VI1llabi U ty of emergency 
fund• for thP butfer-e tock program. 

Sources £1 ~ 

(1) Some ehoul<l bA epproor1•te<l by 1Ag1•1•t1on. Lack­
ing a wort~ government , such pnproor1nt1on muet come from 
tho contreoting Stpteo. Th• prlo11r.y pdv•nt•ge of th1e source 
of tun~e 1e th• opportunity for P continuing expression or 
1ntereRt by p1_l •ftected P.conom1c groupe. I t is to be 
exoected tht>t th•re ,..oul_, "be some •ort of coroor•t1on or 
other or~Pn17.~t1on 1'1nPnced by eub•cr1ot1on by ePoh oPr tio-
1pPt1ng n.t1on, or•.fflrPblv on th• "bPA1fl o! net1on.l income. 
Ther~ '"'OUl<' orobPblv be 1n1t 1p1 cnntr1but1on with provi-
sions for p~c\l tion~tl 1ej:t18ll'lt1on, or, rH:u'h"P~J with P 1)ro­
v1e1on for the i ssuAnce of some type or dehentur• ~u•r•nteed 
both by the ool!ll'lod1 t.y collPterll1 And thfl cred1 t of the 
GovernmRnt. 

( 2) To uee A eeeur1ty-1eeu1np: oo.,~r •• P m•tho~ or 
treeing th11 corporPtion trom the necesa1t~ for cont1nuoue 
r enppl1cet1on tor tun<'fl woul~ hPvo both •n povpn t•~• Pnd a 
d1sedv~ntege. Th• P<'vAnt•l'• •·111 lie in th• p;r•nt.er 
eutono~v or the eorporet1on to OPrr~ out the ool1o1es desirRd 
by lte directors. Th• dl.flp(\vAnt•ge •·•111 1111 in the fP1lure 
ot th1e method to et t r•ct th~ 1nteroet end th• continuous 
crl tic1am of the t•arl "' • producers And consumers. 

(3) Borne of tho func!e ··ould comA from bAnk•. If Pn 
1nternpt1on~~\ bpnk ehoute be eetnb1 !shed 1 t ••ould be Pn 
•ppropr1p te •nurce of fun~• tor • butter-stool< org•n1 ~·­
t1on. The pr1mpry RdVRntPgo of th1~ source 1• tho f•ot thnt 
b~nk~ rnny, by Auch lo~n~, eXpPn6 ~nd oontr~ct th~ volume 
~f credit in pnrt1•\ c~moene•t1on of cycl1oP\ ch•ngea 1n 
product ion. A second •dv•ntPge 11•e 1n th• fpot thnt credit 
exponaion m•Y ooer•t• more quickly th•n Rovernm•nt Aopro­
pr1Pt1on. A third e~vant~~.ge 1A thPt such cr•d1t w1\l oon~ 
et1tute an flnt1roly nfl" eu!)oly of purohPe1ng po,.,er •nd not, 
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as in the caee of public or or1vAtP loAns, m•r~ly ~ cre~1t 
trPnAference. 

The d1eadvpnt~gee ~op~•r to 11• or1mPr1ly in the old 
contl1ct be.t••een the oubUo <leA1re to I'Vo1n crell 1t Clef't.Ation 
end the no•'l!le't bpnk pol1ov of ext~ntlin~ crP.di t only on 
secured lo11ns. Concern w1 th this problem p:ro>~s pArtly from 
present 1ntill1Pt1one thllt th• purco/IP. of the bl'nk. •··111 be to 
extend loonR on long- term cpo1 tel. <levelooment rl'thor then 
on oommodi ties. The b11s1o cl11'!erf!nce be.t••et!n • cspi tAl 
l oPn l'nd a commod ity lo•n is th•t thA former is secured by 
potent i al earning power And the latter by th11 fAct thAt the 
pledged oommoclity is likely to be st•n~Rrdi~ed And to h~ve 
a current mprket value. The oonfliot between the oyolio•l 
program or the bu!!er- etook cornor•t1on anti bank policy mi ght 
be p•rtiP1.ly resolved by the URe of thA voted funds or the 
corporation for margin purposes 11nd the securing of bAnk 
credit by thA pledge or the oommoditiee them•elvee . 

I t might be cnnoluded, tent,., tively thPt the bi'S1c 
pr1nc1oles coul<" best be correlated by ! ") " "•rm11nent endo>~­
ment , raised by the 1RRUPnce or securities an~ ~UPrPntee~ by 
th• member St.Atea, >~hioh would provide ground, plpnt , 
furniture And equicoent PS ~ell aa Pn ineur11n0e or under­
"r1ting pool to 11erve liS " mPrgln !or oper.otions ; (h) 
periodic anpropr1Pt1on to employ oAreonnel 11nd to cover 
costs ot short-term mPrket ~ctivit1es; (c) !uncle !or cyclical 
invP-stmente to be furnished by eooropr ietion, by b.onk bor­
r o'"ing, l'nd the SAle of ilebenturPs, prAfer~>llly to b11nks. 
FinPnc1ng cycl1cA1 i nvestments i n th1A m,onnP.r not on\y woul d 
mAke f ull use or the bPnks' pb1li ty to exc•nd credit but 
•··oulcl ,._\low the develoo!Dent of .o oorrello ted /It tAck on de­
f1Pt1on. Tha use of the ooroorst1on1 e f unds tor mrrgin 
purooses , on thP oth•r hPncl, would endow i t with some policy­
maki ng i n!\uence of i ts o••n. 

The !Dat~er of prov1~1ng for P proper b•l•ncing of 
producer And consumer in t erests Pnd P col'lmenflu.r.ote ehPring 
Of direct g111ns Ani! J.OSSS/1 prasentll II Aeries Of 'OPrtlCUlPrly 
knottv problems . If oper11ttons ••ere confined to ,. rel•t1vely 
raw products ,.ncl if such onPr.ot1ons werA independent of over­
head agRnoiee with po~er to enfor ce the soc1P1 intArest, 
definite prov181ons -.ould hPve to be mPde for recoFnition 
or consumer interest. However, pro<"ucers mi ght. well object 
to bepring the entire brunt. of lo11ses 11' such losses were 
incurred out or cons1der11tion tor consumers. On th~ other 
bl'nt'l i t "'0Uld b~ difficult uncler these con~i t i one to induce 
the govern!Dente or nonprocluoing countries to 11pprooril'to 
funds whi ch t•ould d1reotly benefit onLY prot\ucere in other 

countries . 
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countrlfle. I! OP~"rllt!on- "'!'IN! I'Opll~'d to ,. "'l~e t11nge or 
eonno<\ltl!'\n ""t1 th~" vf\rto•l" r,rop;r,.mA ooorrHn~tted throu~h • 
~u~Arv1aory oounot\ of eonA kind, th~ ~rot~ot'on ot onnAurner 
1nterAit 1·•ou\<1. 'be TfiP~llY prov1t1~tc.1 tor ""~ the us'" ot 'butter 
etoo~a t~ ~tteot over~l\ economic oont11t1onA vou~~ =~~& lt 
r~,.~lbl~ tn ~,loc~te prot1 te ~n~ loAA~I on th~ b~e1e of 
nPt1onPl D~o~uotlon or lncooe. 

~ Gen~r~' Po11tloel Con~!~erettgna 

A butftr-etoc~ progrPM •hou\~ h11ve the oertP1nt7 ~nd 
oonttnulty thPt eprtng from A eound pol1t1oPl or~nltl'tlon. 
It ehoul~ nt1ther be subJect to the Vh1Me ot vprtoue oreeeure 
grouoe nor oora'Qletely 1neu1 . .-tet1 froM pub\10 optn1on, Ite 
policy cuat be r,.l,ted to generrl cnnoenta of the nub\lo 
interest, .-n~ Yftt 1t :nuet be autt1o1entlv ,.,.,~tre ot ool1T1ol'll 
rorceo to be eble to pr otec t 1taelf fro~ pooo1bl• r•Pot1on.ry 
teg1nlPt1on eg11not tho ont1re plon. 

The oo~or~t1on ouet ~e ln n ~ol1t1on to e~rry out ~ 
coherent orosr~CI . '~lle 1 tl pr1n0104\\ J)0}1C188 flhould be 
oontlnWl\lY open tn cr1t1clllm, 11nd , ... hl\'J the eoroor~tlon 
ltaelr auat t~t\ ur.~er L~! n~eeaeltv tor cnnatl'lnt oublte 
education vlth regArd t~ l tll tnt•nt1ona r~ 1te aethoda of 
o~erPtlon, lt o~nnot oo•rate ~uoceaatully ln Pn e~tre~ftlY 
teoh.nlo,., tiel~ ul~hout oon81t"erl'b\e llUtonoey. 

I n Rentr~\, th~ or~Pn1t"t1on ~uet erlntPln ~ neRt 
brl~nco between ~ onnllolou•n••~' or ~ub\10 onlnlon rn~ n 
C()nAClOU!I'n"nll () t the teohn1op1 oroblemfll tnvolvet'l 1n ttl! 
onerPtlonA. It 1ntP.rn~t1onp1 butter-etoc~ oo~rAt!one onn 
enntrtbut~ t~ th~ ohPnnel1~lnR or th~ ~ot lt1c~t ~n~ ~oonomlo 

torcee or the ··or\f."i into worl~ l)Ol1oy-m~tK1n~ bocHea, th8)' 
... t\1_ serve 1\ft ,.~~1t\onr1. purno11o nttrhf'IDI! equP"'. in l!!lTJOrt~nc e 

to the1r pure\v ec~no~1e etf~cta. 

III 

~ Prgblr,• Regu1r1ng Fyrth~r ~ 

l.. It h.-a tt\tepdy been nolnted out thl't this re'?ort ,,,... 
to oonoerr: 1 reelt p\Most entlre\·r "'1 th the eoonoolo -poeA1-
b\\1t1ea ""~ U .mltPtlonR ot 'burt,r-atocl' O""'ftt/ltlons nntl t•f'll 
tn \~nve tn one ot~e ths nuc~roul' nol1t1tA\ nroblemR ~loh 
woul~ hllVfl to 'bft dettlt ,.1th. ~t') "0""1111 ~~t,;tent, h~·~ver, the 
economlo ~nc4 ool1t1cPl nr~ .,,.. 1ntftrt··tned thrt 1t 111 
ln~rnotloPble t Q oona\der one without 10~e r~terenoe to tho 
oth~r. 1h~r~tors, eo~'- ~@ntton hrP been ~Pde of the r8\r• 
t1oneh1o between lnternPt\on~t butfer-• took ooe~tlona Pn4 

Mttonpl 



nPtionnl economic nolicie~, ~n6 politioPl P&oectR hPve been 
reoot:tnhet\ in oonnPot1on ••1 th th., ('!iocuA~ion of F!Bn~r~>l 
oroblenR or finPnoe. 

Ho· ·ever, ex1At1ng oo'Utlot>l. r11t>Ut1"8 "'ill. nffAot not 
Cf'rely S>?Pciltl. ph .. ses of butter-stool': Pct1vit1P8 but •·111 
oov'lr Pl.r'nAt t)Hilr ent1r" ROOD'! pnd "ill gn to t'"t" v~ry core 
ot ooArPtionA. For instPnce, it hpA been ren~pte~ly 
emnhASlzed thAt " onnsi~erPbl.e ~eFtree of lPtitu~e mill 
hi'V8 to be lflft Hi th thA lii~OI>fi:SI!Ient of thP. 1\tOOkA I'Uthor1 ty 
to decide pr1oe policy in rotup1 operPtion. It the butfP.r­
etook AUthority iA to h~>ve th1A lprge mPPAUre of rutonomy, 
ho•·~v~r. it w111 mepn thpt n11t10nPl. rnv~rncent" "ill hl've 
to b~ •·illing to grpnt ll•rge Pn<l l:>roN~ oo• ·ers ovf'r nrioee 
received hy their producers to thP mnnpg,.nent ot "" inter-
np t i ont>l orgPnl•.P t1on. Such f{overnmente '<il1. hi"Ve tn rAfrP1n 
from mPkin~~: thAir eunoort ot the int.Arn• ti onP'. orogrPm con­
<"1 t10nP1. uoon th~ .,ursu1t ot or ice >?oHoieA •-'hioh onnform 
ololllll'' to the immedi10te intl'rl!ets ot their domestic oroduc-
1ng grouos. This oepna thpt 80Vernoente must nPith•r pttempt 
to toroe the mrnrgeMent to llr1ntp_in r higher J.~ve1 ot >?rices 
tor a oozmod1ty t~en t a j ustified by bre!o de~Pnd end eupol y 
o~n~it1one, nor int,.rt ere ~it~ th~ liqui~•t1on of PC~UIIIU\Pt~~ 
stooltll of oPr tiou\Pr commo~it11'111 in t>Ooor~rnce ,.ith orice 
etrbi\11Pt1on obJeot1vP.s. Furth~rmor~, FDV~rnmentA or im­
oortinFt countr1AP ••111 need to be "ill1n£t tr> \APVS 1\iAore­
tion •·1th th" mrnl'aeoPnt in detemlninp: the courl'e of nr1oes 
of iooorted or1n~rv pro~uotR Pven t houp:h this mlp:ht repre­
sent some tr,.nAtAr ot intArnrtion•'· ourohl>a1np: po•·•er from 
the iml)ortlng country to thP 1nhrbit~ntA or the e~orting 
oountrloHI. 

Un~er onn~it1on• Pa thf'lv exletA~ ~urinll thP of'rio~ 
bet1<eer . 'orl<' '•,.r I pn(\ ''orto' \:,.r II, th•ror voul<' h11ve been 
r~1Pt1vs1.y 11 trl,. chrnoe ot the ""0"8 oontl1t1onl' be\ng met. 
"'he worl~ in thll inter>•pr p•rlo<l "'"II to ,. c?nAi~erPblP 
extent chRrl'oteri•e~ by POnnoM1c """ oolitic~\ pnrrohy. 
During much or th• p•r1od, Aanec1•'\y in thA 1~~0 1 11, tho 
diaruotion of intern~tlonP\ trpda, exchAnge oron1.Am•, rnd 
!llorll or lees buein~ss deoresaion or<le i t t'ltfi oult tor 
countries to Pdnot e1 th,.r nrt1onP1 or 1ntPrnPt1onP\ orogrPoa 
·~ioh ml'de senee tron the etPndoolnt or economic well-bei ng 
ot the ••orl~ I'll I' "holA. Untler such onni!1tionP, f!'overnmenta 
teni!ed tn look At eonnomio policy trnn ,. short-run Pnd 
nt>t1onr118tio point or vi~·. It elmi\rr c"ntliti cne orevnl l 
Ofter thP prP&8nt wpr, 1nt~rnationpl buffer-StOCk Op~rp­
tiODI! >•il't h•ve no better ohrnoe ot A'lcceeA th10n '"ill othAr 
~ePeuree tor intern~tion~\ Pcnnon1c Pn~ noli t1op1 •ot1on. 
All prono&Pls t nr such ~ot1on, hoNever, 1nolutl in~ intPrnA­
t1onl'l butter-ltook rctivi tie~, or,.supoORs th~t "11'18 "111 

be 



'be toun~ ln th• noet-"'"r ,•r1o~ to provl~e ,. f[r•Ater ~e,rree 
ot oolltlo~t ft~Ourltv Pn~ ~ hl~h•r \-ve\ of gen~rP\ bual-
neeA PCtlvlty ~n~ tr~de, ~~ th~t g~vernmen t~, h~vln~ f~1le~ 

to tln~ e1th~r oo\1 t1cPt !~our1tY or eoonomlo ~tPb\tlty 1n 
~c onoo1o nPt1on~\1an, w1t\ be v1111n~ to ~n~P~~ 1n aor~ 1nter­
nPt1onpl coop•r~tlon thAn ~~• thP e~•- in th• ~~•t. 7he 
f~vorFbl~ ~rr~ote of th• v~r•ouA a~~•uree of ~cor.oalo refor=, 
1nolu~1n~ etpb1\1,&t1on of exohrn~~~. th- re~uct1on or trp~e 
bprrl•re, nnll t lve oePaursa tn reP~Juftt Dro~uetton , ~n~ 

butter- stock o?~r~t1on& wout~ tftnd to A1d ePch other Mutuplly 
1n •doot1on rn~ o~~rptlon. 

A cPr~tul etudy ahou\~ b~ =P~e of tho~e Q~•~' ot 
b~tfer-atook org,.n1tA~1on Pn~ op-rPt1on which uoul~ be QOAt 
dlreotLv •ttoote~ by pol1t1o•l eooo1~er•t1ono. Th••e 
•houl~ 1nolu~e •n•lY•e• ot th• prob•blo •tt1tud• of the 
vflr\oun nnt1on"\ fi:OV~rnment" Pn~ ap~011'1, nro~ucfu~ ,.nl1 con­
fluner p;rou1')A tO"nr~ or1oe '0011cy un~er v .. I",V1nfl olrowru~ttrncee, 
leftaon8 to he 1-"rn-d tron orev1oua .. ttemota Pt 1nt•rn~t1on~, 
cor.'2od1ty eontro\ 11nc! the (l!@~re" t o 11\loh th~ .. tt1tu~~ of 
th~ ~it!erent Ro•er~enr• nl~t b~ 1nt\upr.ee~ by •o~e of 
their nPt1onPll h11v1n~ ft~to1,., 1ntereAtl in sone oo~od1t1eA 
.. , producerA .. n~ in oth•re ~ft con~um~r,. 

2 . ~xten"1ve etu~y ne,.oa to be ~ .. ~. of th~ r•l~t1oneh1p 
b1tween pr1oee. production ~n~ eonaucntlon !or the 01tterent 
cor~o~1t1ee . !hie probleo nee~e t o be 1nv•et1~Ptt~ not 
onlv oon-~41tv bv oo~od1tr, but un~er different Allucp­
tlone ae to the number of oornn~1t1ee to w·11oh bufter-etock 
oper~tlona MOUl~ be elmul~~nftouA~v ~~~lied, snd thft scope 
ot other oountero:tcl1np1 :n•~~teuree. It 111 reoogn1t.e~ thP.t 
hol~lng prio"e tor P OPrttcUlrr coMmo~ity rbove the 1~vel 
ot pro~uota ~1oh compete tor the fAo tore or oro~uctlon and 
Above the lftve\ ot pricee tor ooc~o~1t1eR whloh ~r• eub­
ltltutee ln oone~ot1on# Y1ll ten~ to 1ncre~@e au~Pl1ee 
An~ r~duoe oonauaptlon. f urtherpoPe, coneucera' tncomee 
ahrlnk durlng ~ ~eores~1on ~n~ de~n~ ourvee eh1ft w1~h the 
reeult thfl t ,. gtven supply ,.111. entl!r into conttWGpt1on 
only &t lO"ftr or 1oea th~n thnAe ""hloh prt~tv«~ 1led l)~toro the 
cl.tl)rel'llll'1on b"8"" · Ho,,.v,.r. thft A\llet1o1ty or ~,.MI'Ind 11nd 
au~olY , ~nd th~'~ tegreo to ·~ic~ ~en~n~ ,.n4 sup~lv ourvee 
ahl!t unfAr th~'~ 109PCt of oh~ng@e in ~u•tnees ~otlvlty, 
tnc~~•. 111r.~ oth•r ~rotor• vtl\ .,.rv ~~'~l'ltlY betveen coc­
MO~ltl•e ""~ unA~r ~trter•nt con~ltlona, ~n~ th•~e ~AttPre 

rPq u\re OPrPf•l1, Anr' AX t-nl'llV~ l'ld~1 t\Onl"' fttH<Iy . 

~. Stu~l•• ahoul~ bt n•~• or the •tf•ct of burter­
ctoo~ ~Pr~tlona i n both th~ 4 ~t\~t\on~rv ""~ 1nt,l'llt1onPry 
o~•"'• of !h8 oyo\~. u~on thP e! ~e .. ~ ~1etrthutton ot 
tnoo="• ,.~ r~aultlnF ftffftote uoon th~ o,.ttern ot eoenOln~. 
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•••1nf1, •n~ investment. I t h•A bMn oolnte~ out th•t hi~ther 
Orl08R ~Ue to buffer-stOOk pOt1vl t i•R wou\~ PUt ~nr• ~On 4y 
into th~ h•n~• or pro~uoero but t<OUll' ro~uoe th• r••l 1noome• 
ot e onau.oer&. Ho·-"f"Vfllr, in I t) t,. r P8 nP·" mon"'y "'&A 1njf!lctc" 
1nto th" income atre•M •n~ oro~uoer• ten~ed to m•1nt•1n their 
cu.a toc,.rv expen1H ture 11, there voul<' be fRvor,.,b\e reo.-rou•·· 
e1ono uoon the econocy i n ~ener•l, '"~ peool• 1n ~en•r•l 
"Ould lu>ve oore to ooencl then otherw1u voul<l be the o•ae. 
It 1a :ru~t, ho•·~tver , th,.t 1ooe IU'OUOrt ,...oult4 bf"n• f'it noro 
thon other• ""~ •ny oh•n~e 1n the o1te en<l ~1otribut1on 
ot 1nooMft, eh1tta dam~n~ ,.~ het~een th~ vAr~ou& comno~1t1ee, 

•nd 1nt\uencea eav1n~ An~ 1nv•atment 1n rP.lPtion to eTOendi t ures 
tor oonauoption. 

4 . Further reee•roh 1o neede~ on th• behev1or or v~rioue 
oom~o~1t1~• 1n r•sponoe to oyoliop\ forces •n<l rnn<loo 
1nf\uenooe. 7h1s vnul~ i nvolvo Rn •nelvs1• of The etfoot of 
exohPnfle r•tea, Pct.1v1t~ or th• o•rt1o•1lnr br•nchu or 
1nduetr y, mnrket1n~ mnrg1no, t he role of ep•oul•t1vo buying 
and •e\ Un~. th• et!eot or unueu .. nv lo" .. n~ hlflh or1cee 
tor r,u z~t~rtple on bus1neee ~coverv en~ deor~ne1on, ~nd 
ralPted antterR. An •n•1Yo1a •hout~ •lao b~ 1no\u~ed ot the 
rolp t1onoh1P between Chl'ftfl88 1n prlces of nr1oPr v oro~uete 
•nd bnlPno• ot p•ymPnta ~1Pequ1t 1bri~ , •n~ th• r•l•t1on ot 
this a1tuPt1on 1n turn to th• erection or tr,.~• bPr r1•re. 

&. Pnrt1ou\ Pr Pttent1on shoul~ ~~ ~1ven to oo~~o~1t1RB 
wh1oh ~re 1n P ohron1 o •urn\u• ooe1t1on. Buft•r •took• opn 
e~ero1&e thft A~m~ eountProvol1oP\ ~ffeotR, Pn~ hpv~ th~ anme 
~••1rebV 1nrtu•nce to•'•r<l •noothln~t out I'P.turn• to pn r t 1o­
u\ Pr oroducers "" 1n th• e••e or oom~o~1t1•• ~h1oh Are not 
1r •~r1ou& su.rotus s1 tu~ttion. \{ow•ver, 1 t vou\c'l be n-oens"ry 
to dev1oe •o•o1P1 e,.f•~u•rda to pvo1~ contributing to lon~­
run d1aequ111br1~ . Al•o, plenp tor bUffer-stock OOPrPt10n8 
er.o~l~ b• cl'cle vlth th• 1~eP or 1ntevr•t1n~ then wtth aoheoea 
t or rtorlant1n" 0ro~uet1on or •TD•n~1n~ conaumot1on oo Pa 
to r•nove the chronic euroluo oos1t1on. It <looe not •~p•er 
nrflOt 1oAbl~ to ~tte~ut tn ~r~~ p d1v 1r1n2 11n~ betve&n com­
m~ 1 t1eB '"" lch l're, ~tnd thofl~ ''hlal\ ,re not , i n Aurolutll . 
In tho ! \ rot ptnce, RUOh P ~lv1o1on vout~ eJ<oluda 11 number 
or the moot ir.~portnnt 1ntorn•t1onnll)' tr,..,e~ or 1n•r·• prcCuote 
tron> tho hen•t1 tft or butrer-atool" Mt1on. Beoondly , 1n 
the •ver-oh•ng1n~ ••ortd ooonony, connod1t1r• nov 1n tha 
chronic aurolu" CRtegor v m•v h• r&olnc!td bv oth•r• ~ntl 1nter­
n•t\onP\ oo~~o~1tv control or~•n1•et1ons must be pr,o•reO 
tt> ~e•l "lth •uoh e1 tu.t1ono •• the~ •r1oe. 

6. Furth•r otudv ehoul~ b~ m.~e of t~• oroh•bl• ooo1-
t1on ot thft ••rr1ou• 1ntor n.t1on• Uv trPclecl pr1DPJ'1 oroduote 
1n th• por1od 1Dned1Pte\v t ollow1ng th~ w,.r, Butfer-e tock 



opPrl'ltione '-'Ou\c4 bl'lg1n unrt,r A hl'ntllcll'l 11' they "ere fllt.-rte<' 
during o period ·•hen Go.omod1 ty prtcu "'er e ~t 1nfl ,.,ted ""fir­
tine l evels. There vodl~ alftO be con~lderpb \P hA%~ ln 
b6g1nn1ng butter-etook oper 8t1ona 1n An 1n1 t 1a\ poet-~Pr 
detlrtlonprv pPrio~ beoauaa or the ebnoro~t ch,. r•cte r ot 
~Prt1~e pric~ rel~tlonehlol Pnd the t~ot th~t ore-~Ar 
econo~lo dPtA woul~ not r eflect the profoun~ s t ructurAl 
ohllngea ln uorl~ economy '-'hlch have tM.en pll'loe c\urlnjit the 
~ar. On the oth•r h~n~ , p•rhApa burfer-etoo~ eot1vlt1ea could 
contribute to ~lnlmltlng the n~turt and extent of uoat- wAr 
economic d!etur bttncea. It tn 1nt~grAtet' 1ntf't'n.flt10nAl ooo­
mort1ty 9rogr Am, 1nolu~1ng perh~pe butter etoc ka, ooul~ be 
se t uo dt the close , or even betore the olofte, or the var, 
prob~bly th~ ~nhePlthy ~dvance ~n~ !Ubeequent collPp~e or 
pr1o eo •.rhich fol\o~-"ed :tor\f "rr I ooul<' 'b., pvol~et' or gre11tlY 
re,.uoed. 

IV 

surna~rv ~ Conctu~ 1onA 

I. Burfer·atoc~ ooer~t1ona ehoul~ r i D ~t e\1m1n~tlng 
exoe&elv~ price rtuctu~ tlon~ . Price tluctUht1ona unlch Pre 
oxoeuive r r e thoee vh1oh f'lrre 1nJur1oUA 1n t hP t thev 1e~~td 
"'D ldleneaa, m\.ldlreotlon "'"~·~pete or reaou-roefl:. £xoe1e1ve 
price t\uotuPtlona ~re ch~rrctertat1o or prlr~r~ pro~uote 
due to th!" p11rt1oul~'r npture or thP !f!otora tt fteot i nF the 
dem~n~ t or sn~ a uoplv or auch oro~uote . Th• nPtUr A of thft 
prlo~ tluc t ut- tlon a which ooul~ 'oe ~ eAl t •·•1 th through buft.,r .. 
a~oolt ol'Jerfltlona Pnd the b~n~f1ta · ·lo..J.ch fti'OU\" tlov from euoh 
ooers.tlonR rre "' fol\o,~~ : 

1. It butter atooke VAre ~op\lPd t o ~ ~lde rrnge 
or prlnflr~ cooDo~ltlea cnterlnK in t o 1nternr t 1onPl 
trrt'le, thPr e voul~ be 11 ruul tltlfl ten"'eno.v to ml tlgete 
thf'l ups l"nc\ t'o"'n~t of th~ bullnette cycle . Th1111 '"DUld 
r esult from thl'l tent'enoy ot 'outt er-etook -ourchfllfHI 
during " <'flf1Rt1on,.rv l)•r1ot1 to lllll1ntA1n the tncOF'll'!t 
? f priCI'ry Ortl-1'\u.onre. ':'h1a 1'f0Ultl rr~tct t 11vor n'oly 
u~on th~ dernnnd t or 1n6uatr1~l pro~uc t8 , ,.n~ th1~ 1n 
turn ,,.,ould opert~te to ~vert L'f\Y furth er ~ll!ore,.ee 1n tt1e 
~ea~n4t of ~nur~eturera "'"~ mld~temen tor foo~etu!t~ 
~nd r~·" metf'lr1~t\t . 'i'l\P net ertect "OU\~ 'oe to ml"1n­
t&1n the t·•holA economic e.vete-. ,.t ,. h117her lPve\ of 
&ot1•1ty thtm orh~r ·iae .. oul~ 'be th~ 0-f'et. In the 
1.ntbt1on.-r•, ph~tae of the ovol a the 1111\P ot 'butter 
l"tOO)U into t r l'dG Chrnn ,.lA 1IOU1~ t'I'M'Oiln ~O"'fl 1'17'Cf!IA1Ve 
prlce tnore~tua ""~ tr.nkR ror Afl ~ven t'.o·~ ot cor:.­
f.lO~lt\.~111 to conlwaf'rl. 
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?, Butter-stoc~ oper~tiona woul~ ten~ ~ire~t\v to 
ma1ntPin the inco~~ ot pro~ucer~ of pprt1cut~r com­
mod i t ies •·ith ,. oorreRnon<"1np: reduction in eonnomio 
hardahip fl at 11uoh oro<lucer~ . ThA te~<er thA number of 
oomrnoc'li t11111 to "'hioh butter atock l! 'llere I'PJ)l1Ac'l , the 
e.m~.ller t he I!Xtent or th11ir general. counteroyoUaal 
etteote And the more ne~rly t heir benAt1t s •ou\c'l 'be 
limited to oroc'lucere 11nd oonAumera or eneo itio oom­
moc'11t ift8. 

3. Butter stockA ehou\ c'l dep\ vhe~ nPoeseprv with 
excessive price vflri PtionP due to tluctuPtione in 
yields And oth11r price ch~ngee <"ue t o rAndom 1nt\uenoea. 
Ko"ever, their r ole i n et11'bi Uz1ng the economy voul<" 
be leee 1~oort11nt 1n connPct1on v i th such orice c~ngee 
thr~ 1n connPct1on ~ith oyolicPl fo rces. 

II. In o r der tn ~istinp:uillh 'b et~een price chpn~se ~h1ch 
uere neoeeAary and cleeirPblP pnc'l tho11e ~·hioh ••ere e xcel!aive, 
the price policv o r the a to eke puthori ty ••oulc'l h11ve to be 
flexible, no t rule-or-thumb, or mechPnicPl. It wou\~ b e 
neoeaPI!ry to Pc1juRt !)r iceR llo..,nNrrd to ,.11o,. tor ch,.np:ea 
in thA techniaue ot oroc'luotion, thP ooenlng or nP.w oro~uc­
inp: ~rPI'R , 1ncriiP&ed competition trorn Pubatitut~A, ~nc'l the 
like . '.:t th rPBneot tn oyo\1cP1 fluctuntion,., 'buy1n11: ~>ntl 
selling ~out~ hPv~ to be b~11ed on P olflnnl!c'l pro~~:rPm tor 
1\ever,l ;rAers PhPrd, •·1 th th.- i c'l~,. ot ,.cr.umubtinp: no \PrgPr 
stocks in th P. df!flttt1on,.r·• ph~>se ot the o;rc111 th"n ooul~ he 
d1A~o,.ed or in thA infl~>t1on,.ry phpae. In c! e11l1np; ••1th 
or1ce v~r1Pt1o~s duA tn t\uotuntiona 1n y 1P\da, during 
sepaona o r lJunoPr crops pri ces should b e s\lovecl to t l\ll 
r nr 11nough to oPrm1t lrr~er quPnt1t1es ot the oomno~ 1 ty 
to move i nto con~>um~tion ah~>nnPlA pn~ priv,.te " teaks, 'but 
or1ce11 should not l)e :-1\o•·pd to rPl1 ~~ r reeuV ot 1moroper 
aoprriAnl or or 1nttc'lequ,.te r•s~onee by the tr~>d~ to bPeio 
demttn~ f'nd suoo~v conditions. 

~hfl line or <' e m,.ro 11t1on bet,.een IIP.s1r~>b1 ., .on<'! unl'n1r­
oble orioe ohnnp:ea, !!spPOif'UY t•1 th reanec t to cyo1.1cll.l 
ttuotupt1onA, "OUl~ Vf'r)t ~epenc!l1ng uoon ••hllther butter-stock 
activi t iP.A ... erfl or r t ot " b rol'd progrPm of cnunteroyol1oPl 
rc t1on or, on thA oth• r hPn~, ,.ere ~ea i~tned primf'ri1.1' to 
~1d nrrticulPr oommodi t ie". In th" lPtter C~>se, the r.onge 
ot p r1oe !1.uctunt 1ona oonPidered to be neotoAsl'ry o ro))llblv 
··•oulc' be much " ider thlln in thf! torm11r , '1'hrt is, it the 
genl!rPl t r11de oyole oont1nul!d Vi th very ••ide 11"'1ngs, the 
ext ent t o •·hi oh pr icfls or pPr t1oulAl" pro<"ucts couV be 
p r otected !rom 1ta et'eou ••oult'l be rela t1velv 11m1t~d . 

lleed1.ees 



llee<Ues" to ,.,.v, to 1'1st1nll'u1s~ hetvf!Pn n•ceaepry rntl 
excessive ortce chPn~es, ,.,.~~c1~1\y tho~e conn•cted wtth A 
cycle "OU\ri reou1re the •·t cleat oCRAthle ltno,., f'djre o r ,., 1 
ohnees or thfl cvc\11, exten111v,. kno'-'\edll'l'l or n"rt1cu1.rr com-
11\0tlt tiPs, Pnri conl!ic'lerPblR "llll10111 pntl courPge. In this 
connAotion 1t 1& ~<ill'nificrnt to no t e thPt rPcent ry•rlotiR 
Of both reCAf'BiOn ~nc'l 8YDPni'10n h~VB been Cl~Prly for~Peen 
by mPny eoonoo1Rta Pnd etPt1atlc1rne. or oourllt'J, thA1r 
8XI'IIt lAnp;th ~ntl ~mpli tul'" "" •·•el.l "'' o~ny or thAir seconl'nry 
chf'rpoterieti ca hl've not been f oreseen, pn~ thiR vnulc'l ~~~~ly, 

to fit leP&t eone extent, to future vpr1Pt1one in bus1nP8R 
80t1v1ty. It does not follow, ho~Pver, thrt ~<conoo1o 
fluotuntione rn~ thll fpctore rtsponsiblP. t or thR~ crnnot 
be n~prrieed with sufficient pccurPoy to oPrmi t the drPft­
inp; Pnd execution or mP.Psuree or rneliorntton. 

III. An int11rnpt1onnl buffer-Rtock prop;rpm shoull' be 
coordi nAted ••ith othPr netionrl pn~ 1ntPrn~tionP1 mfiPBures 
tleRigned to mol'er~te fluctufltione 1n generPl business 
PCt1Vi ty . 

IV. Buffer-stock onf'rPtions coulr be ftnol1ed to com­
modit1Ae in n chronic surolun position, ~lthough some snAOiPl 
oroblem~ woul~ be involved. Since R chron1o Rurptus is the 
result of ,. run~~mentnl mele~Juetm~nt bPt~een ~emnn~ ~nd 

auooly, buffer-stocK pct1vitinR coutr no• correct nuch n 
eur plus situPtion. Furthermore, R1nee butfer-~ tock PUthor-
1tina ~ulcl be un~er OPrticulPrly heavy pres~ure to m~1ntP1n 
n1~her pricee for Rurolus conmoditi~s thrn ~uonly and ~emnnd 
Ollnc\1 t1ons •··rrrpntP<I, on•rnt1ons for such cOMIIIO<'i t1Ps 
oro' Pblv a"oul.c'l bP. combtned "1th other ,.,rogr~n,. to rPP<'ju&t 
pro~uction end/or conPumnt 1on. 

V. 0Pel.inll' "i th vprioue ocmnodi till& torould orPsent 
different oroblnme. IntrP pn~ 1nterseesonrl orice chPn~ee 
VPrv p;rePtiy bet~eAn connc~1t1~e. ~nP vpr1ous oro<~uote 
Pre nffflcte<' cliff erently PB tn t1minF entl rnol1tutle of 
ohrn~e by thn bue1neee cycle. For eooP the 1on~-t1me 
trend of <'emrncl Pnd coneum~tion 1A uowpr (l. For oth•r s it 
18 <lO•"n~'Prd. ThP OPt •pr of 8 tl'b\ 1.1 dnfl; price& POd inc om"& 
t? nro~ucere ot fno~etuffs will nreaent ~ietinctly ~1t-
1'nr'lnt orobl<~me thnn ••111. ateh11.1ting o~P.rrticne for 
in<'uatr1P1 rrw mAteripls. 

VI. Int~rnPtionpl buttP.r-atoo~ ooerptionR wou\<1 not be 
depPndent u~on thP pbol1t1on or Pll nPt1onP1 nol1ciea of 
production control Pnd price support. It wo••V be n•ce~<I!PrY, 
no•·•nver 1 for the buffer-a took puthori tY t o hrVP lljrreeoentB 
••1 th thP vArtoua nPtionl'l ~rovernmPntll ee t P tnP Ai•.e pnd 
eoone of thnir n~rt1oul~r progr11ma. Once thPIIIl wer" kno~•n, 
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the etook11 ,.uthot1ty ooul.c1 op~r,.te "'1th1n th"'lr tt"P"'f'I'"'Dl"k; 
but it ~oe8 ~~o-~r orob,.bt~ thAt ~xt~n~lvft m~P~ureA ot 
economic n~t1on~,18o voult n~d to th~ ~1ff1oult1ft~ ot ,.n 
1ntern~t1onll, hutt,.r-e too.k euthor1tv ""~ ••ou\~ rf'!~uoe the 
scov~ of 1!~ o~•r,.t1on~. It wou\~ b@ to th• lnterf'I'Rt of ~uc. 
oes&tul butf~r-~ tock o~,.rllt1one t~t o•,.eur~• or ~conoa!c 
n~tlon~\la" b f'l' a1n1~1~f'l'c1, ~n~ 1nt~rn~t1on,.l r.,.,.~urea ahou\6 
re~uee thfll nfll•c' tor n~tt1on.P1 orott"""· 

VII. MAChlnf'l'rv tor th,. O~Pr,.tton or ~utter Stooke ehould 
b,. P&aocl~ttc1 ~lth th~ 1nt•rnAt1cn~t OT81ln1,,.t1on h#vln~ 
ree~on~1b1\1tv tor th"' ~evelo~gent of ~ol1ct@l Pnc1 ~rogrA~a 
re1Pt1ns:t to th., 1.ntfllrn .. t.1onr\ e;J'ch,.nge of' •p:r1c u\tu.rP,. ,.nd 
oth~r r,.,., lfl,terlt', oonnot'l1 tie&. It woull1 b• nOf'Rlb\11!. to 
est~bt1~h ,. oo~nrPt1on tor th~ ~n,.oltlo ourpc~e ot ~e~\lnA 
1n pr1m~rv oo~o~1t1e~ , which ooroor~t1on ehou1~ hPVe ~1R­
oret1on to f11Atll'o\1eh. ""l>~rPte conl'lot11tv pool~ Pnt\ ftuboor·­
por~t1ons tn ~~~, wtth th• ~ev~rr1 ~omMo~ltleP; ehoul~ be 
en.,o-w~red to 1a1uf\ ~tnf Afll"\, aeeurltl~~t~t; to ourch,.ae, ho\d 
and ~iR~oRe ot cor~od1t1~a: to enter ln to contr~cta vtth 
1r.llv1c'u,.t.-, COrt")Orl'lt1ona J~ont' Stl'tflla; to huy ""~ •e1.\ tutureat 
ant tQ 1Rf'IUO tl"benturea . 

Vlii. Butter-atock oo·r~ttone ~ou\~ ~reAPnt P oroblem 
of t1n~no1nR. It ml~t ~~ conc\u~e4 tent~tt 1v~ly tbPt there 
ahoUl~ be, flratt • p~~nfl!nt ent~ent r,.1.,.~ by th~ 
1S&tlt'nce ot eeour1 t lel to prov1fe nll'nt ""~ l'lqu1o•ent Pnd 
r necese,.ry m1n1owu or tun~a f or o.,er11t1on. s,.oonc't o•r 1od1o 
nppropri~tlon 'oy ~ovarnmentA to ~~'toy QPreonnP\ ,.n~ to 
cover coats ot nhort-tP.rc cPrkRt POt1vl t 1~8; th1~, tund& 
tor cyollor\ tnv~n tm,. ntR Ahoul~ hP turn1Ah~ ln ~Prt by 
opprnprl,.tlon 111nt1, ln orrt by bPnk borro''lnR .-ntl the f'Ple 
of ~eben·ur~n. ~re t~r~bl~ to bPnks. F1n~no1no ovc\1o~l 
tnveatmenta in thl" o.Pnn.-r not onlv ~"'u\" ~Pk.• tu.ll use ot 
th• b.-nke 1 .-b1\1t.., to f!!)(t)~n~ orf'!"1t but •.tou\~ P\lov thP 
~evelo~:ent ot r oorrtl.Pt~d ,.tr~e~ on ~ef\• t1on. ~· uee 
ot th• '.:or,or~ttlon' e fWl"'" tor CJ>!'ft'ln OUN>OA•~, on the 
oth~r hrn~, ~oUl~ •n~ou it Y1t~ 'o~• ~11e,.:Pktn~ 1ntlu~nc~ 
of 1u1 o...,n. 

IX '='h" pronoll'\ tor 1ntPrn,.t1on.-l ,.,urr•r Rtoolta l'hou\~ 
b~ ~1ven ,.~~1t1on~1 etu~y. Extftn~tve ~n~ttvsee shou\~ be 
crde not onlv Of th£ prloe-Cflk1ng toro~B Pftoct1n~ the 
v~rloua oom~~1t1 ~n ""d thP ~xtent to ~h1oh butt•~atook 

ooPrl' t\.on" ,,,1 th r,."""'ot tn th~,., ..-1 ·u. hi'V'I tflvor,.ble t'lrec t 
Bnd 1n~1reot ftt!~Dtft uoon •onnom1o ~ot1v1tv 1n ~~n~rP\, 
but Plf'o of th• r~~t\1t1PA or the orohPbl• ool1t10P1 ~1tull­
t1on 1n thA ooa-:-··ttr f>•r1o~. 711rt1oul~tr 11t t"nt1on Mould 
be given tO thP ~rObflbl• Ptt1tU~ft of th• VPTlOUB ftptlonPl 
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«OYf~•nte ~ ~~~e1~\ pr~ucer-contu.•r gro~• tov~r4 

lnter~·ton~\ prlc~ pollcr , ~Y• ~n~ r~•na of - · curlnA 

p4eq~t• con~uePr -• vell ~• pr~uoer r~pre-ent~tlo~. ~n4 
th- or~pPr 8~r1ng or oo~t8 ot o~~r~t1on between n~tlon~l 
govtrn:enta an~ betwe~n oro~uoera An~ oon-~era . 
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lieU' .... SeoN\arJt 

!ben h onelooo4 • ctOPf ot • letter r.­tbe Dll'eotor ot 'be ortloe ot WU' lDto:raUon, ute4 oet.MJ> '• 1N6, *!ell I Nt.I'Nt k u. lolll' Chleto or Uett tor ·~ llll4 ron IIMUOil. fbe .rolllt Ohloh ot l'otr heft Npll.e4 •• toUowot 

"!be lolllt ahUto or •'•tt 'beUon ~,, 
altbo\llh tben b no obi:::lon n- Ule 11111UI')' .. la, ot Yl" k the •• o too .... DaYlo ot 
~- --·· NqaeotM 1a b1o letotel' or OoM'bel' '• 1N61 wUb appropriate ooolll'1'7 Notr1ot1ona •• k lbell' uo, U h a4Y1oabla tor Ule leon tal')' ot IbM to &1Yo ctOU1UI'atlOil 'o bo~ the .. oll'eb1Ut)" aad tl•h'l ot t;be nlea .. betol'a 1t 1a aoecN~pl1ohe4, beNwte ot tbo polUloal utlll'a or the 4oo-nto 1D q~a.dlon. • 

.... DaYlo baa boen a4Y1oo4 or tblo HtlOil ODd 'ho nat\11'0 ot tbb NP17• 

fbe BollOI'Oblo 
!be le ... \arJ ot ltete 

••blJI&ton, D. c . 
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Off1oo of t ho D1rootor 

Daar Mr. Proa1donta 

OfPIOB OP WAR !IPOftMA~IOI 
Waah1ng\on 

ootobor t, 18U 

.la I 111&& .. \M 1n OW' ooartornUon JOitordaJ, the Oft1oa of war IAto .... uoa oould -ro aftaoUYOlJ ploa ~. propopnda that w1ll ban h be oon4uo\ad 1n ooaup1ad Oana117 1t " waro kap' .,... tull7 1nto...ad of the aonorol objaothae ot tbo oollllpeUoa. !'be 1nto .... uoa JOU aa•• • 1n OW' br1at d1aouae1oa w1ll be YlrJ u.atul 1n tbo long-tar. plane ~1oh " aro •11:1a&, but •• o~d allo tlmotlon -ro ueatull7 lf" had_... 1nt-Uon boarlna oa tbo 1-41ato tuturo. 

II far .. haYO IIIII OnlJ a 4Jooft d1root1YO t o tho oo ... n4ar of our toroo1 on oontrol of publlo 1ntor.t1oa 1n o. .... ..,, 'llbJ.ah •• 1111b11Utod to ua tor -at. 7hl• oontalal rotoronoo to two other 4oo_n,a--•UDooll41tlonol IW"ron4ar of Oor.uT' 8114 •o.nerol ONar llo. II." It 1o plata tro. tho br1at a1kUou of ~••• cloo-nb ~-- ~1a Off1oa oould do 1tl job bettor 1f a YlrJ tow of our top axoou'h•• "" falllar l' .S.tb b1r anUra oo11tont. I do not know ~thor •t.tblr or both of thooo 1o 1dantloal wlth tho d1not1YO 1a1111d '- OoDOral Uaanbowr t or tbo "a111tarJ por1o4" of oooupotlODJ but that do_a, allo, lf 1t 1a ao•th1QS 41ttaront, would bo of aroat nl111 to u e ln plannlna our oporatlone durlna that porlo4. 

Aooordla&lJ, I roepoottull7 nquaet that, lf 1t ..... adY1aablo, JOU 411'aot tho atata Dapar'-ont, War Dapart.ant, and tho Jo111t Ohlate ot Staff to o-loato t o ua aDJ dlrooth11 that •1 han boon lleued ro&ard1na either tbo loQS-tar. or tho lhort-,ar. ooii41Uona of tho oooupotlon of Oa .... DJJ and that allJ propoaed 41rooU••• baar1QS on l n!'or.a­Uoa, oaDIOJ'Ih lp or ro-aduoatlon dur1na tbat por1o4 bo oublllttad to ue 1br o-nt alliS • usa••Uon batoro thl1r adoption. I bal11YI that auoh aotlon would onablo t ho so••rn.ant at lara• t o a•t - r• ftluabla aon1oa fro• thJ.a Ott1oa. 

••1'1 raapoottullr, 

/s/ Jlaar DIYh 

.,._r DaY 11 
Dlnotor 



leterenoo h •4• to rov lotter or ooto'ber • 111 wh1ob )'ell Nquoot lntorMtlon oo to tlw pnoral ob• JootlYoo or .All1o4 Oooupotlon or OOI'MDJ 111 orur to plan ..... orroot1Yol7 propopnda I"'lot o4 thoroto. 
TOIU' letter no rotwi'I"'4 t o tho Jo111t Ohloto ot atott t or ot\a4J on4 ro-ndatlon, ODd tbolr roplf lou toUonr 

"!be lolnt Oh1oto ot ltott 'bellno tlwt, o1 tboqtl tboro lo ao obloouon rrc. tlw .U.l torr point ot Yln to the ro •••• to Ml'. DeYlo ot the doou.anto roquoo.., ln hlo lottor ot Ootobor '• 1~, with opproprloto ooov1t7 rootr1ot1ono oo to tbelr 1~ 1t h obhoblo tor the aoroiiri otso to &in oono14or~~Uon to both tbo .. olrob1l1'f ODd t'•'na ot tlw rolouo 'betvro 1t h oooo.pl1obe40 'beoouoo ut the pol1t1ool ao~ ot the 4oou..ato ln queotlon.• 

A 00117 ot JOV lottor _. tblo roplJ !»Yo boon t-"M to the lto\4t Depar' Int. 

Ml'. a.or DoYle 
Dlroo'-

, • .,. trulJ, 

omoo ot war IatuaotloD .... ,,...a, De o. 
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10111' letwr ot ~ at&enaoca bu 
bUM be&•- wt.M NilS wa ter. lt bU be-. 
"1'7 M4 tor • e'Hft &o ooat•plate Ule _.lal 
ot 0111' oleN I'Ol.a&ica8blp dvtac al.1 &bON 
-.l" ,..,.. n u .. , .... ~ *' ... 
,..._l_rdaUou ban bOOD 10 uallw1J, _. 
~ apn••lo, or Ula\ OU' Jola\ won 
baa IINM lno 18U1 .. Ia 10 ue:t f'lolU• aa 
u u ... 1&1 ml' ~~~ ot •• 11o1a1 allll 
.. 1- - r• tor aU sau.. .. saw.-...... ,, a''· 

I 



I w1UI of CGI&I'aa1 aoeapt y oiU' raaipauca 
u leu'ekl')' of tat& 1t J'CN _, •• \o do ao. Blat 
I w181a J'Oil •~ •• a altal'MUn1 allow M &o 
a-.t; u •• of J--.&7 w•U.Ua, wbich 1a tba 
.... at CIU' !h1N YUw. Perllapa ••U.•t eotara 
illta Ull.a a~&ueauca a UUle btt;, bllt U lfOIIU 
&t'N • sreat uU.factloll 1t we aboU\d r~ 011t 
Uae UlNa tal'IU. tba.t ..... '"-Uia IIOl'e, Nllll 
4uJ1.q tlla t; U.. I cOIIld Ma J'OII hOII t18e &o 
UM Nllll set yOIU' MYtce oa - of t.be Will• 
Chat Wille- baton u. 

laci.S.tall,, wbell the or&aalaa U• ot 
tba ait.d •• u .. u "" "1), " aOaU -u­
&o prq tbat yea •• tba rather of Uae Qal~ 
Jlatt .. ~ preet4e _.er ita ruat Maas.o.. 
'DI.It; llu IIOUWI& M M rita& 1111e&bu' J'Oil AN 
a-~ at ltata o~ .. , at Ule UM, ._, 
st•Jf 10 &o J'ca .. UN - ,__ ill aU tM -:w abo IIIIa ._ Ule _, w ..u Ull.a snat 
~ N ,.... M ett•U•• tad. la ao --r 
aur .... , ••• J'OII ... -Vtwtee w 1'1'1~ 
NlaU.. -.c M"- t.l:ld- \boU&b J'OII 
~ Mt r •• ill • poaUioe r~t aue~&ti'N 
•fntehbaUGa, J'OI& will c•U.. to help t1:1a 
•orlll wUb 1t:IIQ ~ p1d-. 

WUb 10' attecUsak NpNa1 

Ia.. ..... lila 
.. '""MI7 ot ''-'-• 

U. I. JaUGaal I&WJ ledJ.oal C..ter1 ......... 
lluJl.IIM. 



TH~ SCC .. ETAR"'" ~STAT!: 
WAA .... lNOTON 

Ky de~ wr. Prealdentt 

It 1a wltb 1o.xpreea1ble dJ.~appo1ntaent tba~ I t1n4 1t neoeaaar1, tor oona1derat1one or h&alth, to r&tlrt f'r oa public eervlce. I, theretore, witb ut.oat regret, tender herewith •1 res1gna~1on •• seore~ry ot state. 
It 11 a &&tter or apec1al eat1eract1on to •• that throughout .y almoet t welve years at the Department ot State, o\U' pet•aonal rela­tione have be1n unltor.ly and inY&riably &£r•••­bll aru1 that, 'by our jo1nt eCtorta, man7 41tf'1oult teeka &rowing o~ ot the torelgn relatione ot tb1a country before and during tb1a war bavo btt.n brought to pa.rt1a.l. or t'\lll eocpletlon: l&&ftJ sr••t ~ueetlona have been taoed auooeeatully; and m.ny forward movamenta ot aurpaaalng icportance to tr1~7 relatlona &mons nationa h&Ye been 1n­at1tutod.. 

Aa the war draws to a eloae there r&=ai~ a •••t area ot eoaplex and d1tt1cult conditlona e.nd pl'obleu which muat be dealt with in the mon~ and years ia=ediately ~ead. It 1a • aupreae trege4J to me peraonally that I aa unabl• to continue making my tull oontr1b~t1on to auch great lnternat~onal un4ert&klnga aa tht creation or thA poet-war pe•ce organ1&at1on, th• 

IOlutlon 

'the Prea1dent, 
The Wh1 tt HOUII • 



\ \ \_ . ~ -:. 
.... ' .\ \ \ 

\. . 

aolut1on or tht many other probl.._ 1nYOltt4 1n the pro~t1on ot international cooperation, -.n4 the t1nal 4t .. lo.-.nt or • tull en4 oa­plete atrvc~t or • world order under law. 
Wben I rooo ... er .., atunctb, I .aball itt· 41Y14ually be aln7a at yO\I.J" .. rYlce 1D ,.,..,., poulblt ... ,. . 



/ 
ftM ten ot ltr. Hill'• 1-'-tAr ot "'dpUon fol.).gtnl 

•110¥wbtr 21, lf.W 

"10'...,. Jfr. ,,..w.. • 
• • • • • q~• le\ter •.••.•• 

•sine•rW7 )'OU,., 
•COIIICJ. HW..• 

... --- -------... - -- - - ----

•MJ Cl•r OoMll• 

• ••••• q\IOU lett.r. 

".U ... r )'OV,.., 

............................. ..... ........................................... __ .. 



J:cm=t~D n. ti-44 

The t.ut. Q! l:T. lhll 11 lH\At' of f'f•t.anaUcn loll<WII 

•tl0¥Wbtr u, 1044 

·~ dMt L.r. n•er:l.dmt. : 

"It 11 with ~e.xpruatblo dS. .. ppoin\aW\1. WI. J fW 1t 
nto~•t.t~ry1 tor coDeJderaUonll of hnlLh, t.o rnirt rrca p..blio 
••rVSc•• 11 t.ht.ret~, w1Ut vt.non f'elrtt, t..,dor Mtrnith Ill)" 

rtd.r.nat.lon .. Gtcrttary of St.at.e. 

"lt. ll • aat.1-er at ~bl a&\Utlet.ion t.o .. t.Mt. 
Lohrol.o(hcut rltf ~ tarthe ,...,.. at !Jlt Dtpt.r"*"t. or Sw.t.e, 
Ot.lr JoVttltl&l rtltUoaa "'"'-' bNa untr~n.l7 and 1ft'U.r11bl7 .,,... ... 
abla a.r.d \ha' , b;y CltU" jolr.t effort..~, _., 1Uftl011U. t.aa;c:- cn::--
1.1\J ow\. ot tbe !'C!IN-5tn Nl&Uont o! th:b C'0.\.17 bttore •4 6a.r-­
la& Uau ~ ha.,. bM::ft ~bt to pan. tal w ruu ._.ltucm1 .m.r cr .. t cr.auUcaa t.a" l;leen !a-:.4 ~U.c:a••l\aU,J tnt ..,, rw­
war:t •~w o! ~r&Ailtc le."''r\Mice \0 h1.endl7 relaUCIUI 
..:111 ~:~aU.cca ,..,. ~ tr..•-1tutAd. 

•,u ~ "lla.r d.r.PS to a dOM theN ~ a 'I'Ut. ara 
of OOIIJ<lex ad di.!!'lcvh c:cn:l1tlaa• and JI"'bl- wMU. moat. be 
~t nUs in u. aon.tll!: and ,.u• t.:.-c~J.a\tl7 ahttd. lt. 1a a 
.Uj r-e.J t.ra,;ed7 t.o ~ pn'SCI'lalJ,T tha\ J - JnabJ.t to CCI'll..i,nu 
M.dllc &1 t'.tll 1:cr.trlbcuon t.o weft crtat. J.r.ttmaUonAJ. \LDder­
t.lkillca u the CrNtion ot t.ha poet- wa.r puce Ot"lll'lb&t.im, U. 
tolution or t.ht 1&11'17 ~r proble• lnvolV'IM ln u. Jl"otDOt1on 
of tn~..maUOC&l ooo~raum. n t.M final dtv!ollOJli'Ct. or a 
t\1 Ll N c~lotA at.Not.u 1'0 Qf 1 world OT'Iior uncltr bw. 

"'ithcn I rocover lltY •t.ren~th, 1 ehall 1nJ1vtdt.u•Uy be 
al•a¥• at. y~r Mrvico 1n every po11iblt ·~· 

• ., ... ...,. Cwdell: 

11S1noorely )'OWl, 

lliCOI".DnL wu.• 

•To .. :- let.t.er or \his &!t.cmocn hu h.l t • bo~ w1nd 
tiki •ur. u. 11u bea!. Yfll'7 Ad !4" • t'nlll \0 c en ~t.a u. 
tm1tn, ot CW' clotc~ rolat.iCI'Uhl,p dW"lnc all th ... t.1110l,.. 1'!AI'•· 
H 1t eot. wroly t.h&t. OJr po.rson&l ntlaUont MV<t w.n 10 W'li­
roraly and invariabl,}' ·~ble, en" t.Aat,. OJt' Jolnt IIOrk l..aa borna 
\.Nr» r..octu in 10 .Nilf tielda, •• lt. 1a U. portc~l'l&l todJ.na: or 
not. bolne able to lNA on JQ.l !or aid and ~\W'lt.o int.orohlrco ot 
I.Mu.hl. 

11Th1t 11 OlpiCLally U\10 b~Wit Wt tiAV11 CON 10 tar 
alon1 t.ht road ot trtcmdly rolat.iona •en• n.at.lont t.bat. I t.vo 
CO\Wit.od oo II'JCh a~ YCW' help 1n c&rt7in& t.h1• work t.hroucb u. 
final •w.c• or cOIIPlu ltld d.!!N.cult. ooM11.1ona which tt1ll 
flee l.la. 

"YOW' healt.b 11 bcnest.J.tiiV' ttru. \.hCl.l&ht., and 1 u 
J"NlQ- OOr.t\d~· Ul.it. 701J .-ul bo 00 JO,ir fM~ q.t.la 1n a Nla­
tiftlJ tbort. t.t.M, •~ t.bcll&b ro- .,.. llaltt-J \.o •ptcW \.hU 
wd a'W'OU Lbu d&1lT rac\!M of DIJp&rtBeat -or.c. AI of t.o41Qr., 
Wrt!'tl-r , 70-· aut dnot.e all J'O.U' thoa""" t.o lfl.t.Jac tt.ck or: 
7fNr fMt u:d oa Ud.a all fWl" M.doda will Joln SA Ml.pJJtc. 



- t -

•1 •Ul, ot cours•, ,.,e.,t TOJf" f'W'IizN:t ion u Sec:n\oU7 
of State it )'Q.I want AI: \.o do fO• 8111. 1 .Uh )'Oiol wculd, &I an 
al!ArMUv•, .Uc:. oe w aoo41s;t. it. •• of Janlol.l'1 t.wnt.1at.h1 wht.ch 1a the t:nd ot OJ.r 1'h1rd Ten~~ . hrhape am~t. tn,_.n int.o t.h.U 
euuutiCil 1 11t.Uo bit., bu. 1t. wcnld li"- M lf'Mt. Nt.hfa;tion 
11- ahCIJJ1 ro..nd t."".Jt thl- w .. tATIII. 1'at aot.~M uro &Cil'lt.,. 
Mll"'e., &n:l dV'i.llc Ulat. t.SM 1 coo.ald ... ~ troa \bill t.c u.. Mil 
~\. )"CIU" 114\'U• - ·~ or u~ .... iAe. t.h.lt. wlll ~ betcre do 

Pf.nctitttt.ally, 1lhan t.ht Ol'i&eiu\.14:1\ of t.ho Onit..d 
ht.icna U tlol\. up, I tb&l.l ,:ont,lr,ue to pr17 t.h.lt yw •• t.lw 
Yat.bor of thll Vn1t.....S llat.1on• N¥ prealde OVIU' lU tir8t u .. tcm. 
'l'hlt. baa nct.ht.nc \0 do 'rit.h Whtt.hlr 7<» are .... ,..f.U7 cr St.at. cr 
l'lOt. at ~ u.-, tltlt. ebo.lld ao to 7cu u Ul... Oil• p-1rtcm in. aU U. 
world who hu 0.0 t.ho 1101.', \0 lab this ,,... .. rl.&t: fcr p..a~ 1ft 
•trec\.!n ra-t. In ~o ::o.1Q7 411tarrnt......,.. ,.. ,._..._ ecr.~r.U.U'-Od 
1.0 :'riCD4l1 f"f'lAt ton: Daft~ Mot ton a that. &'N'l. U.o~ )"Oil M:J Oo\. 
~ in a ~ltion or ~t.h' a~..r:!rd,stn.t.Soh, )'OJ ll'lll cof'l• u..nt. t.o htlp t.no world lf'iV'I 1'QUl' ~oral i\11llan"Jtt. 

"'H.h kf attecttonat 1\:&ardl!l, 

•u ,,. r J'GUI"•• 



• 
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~{Jt;----:- f'"' 
1('/ 

THE WHITt: HOUSE ,.!> 
WASHINGTON \} 

December 8, 1944. 

After receip~ or this letter 
I went to the hospital to see Wr. 
Hull and told him I would accep~ 
hie resignation ia=ed1ately because 
or hie health and h1s reeling that 
he should abandon the reeponai­
b111 t1ea. 

At t he same time I talked wlth 
hlm about Stett1n1ua and arranged 
ror the rolease or the newe. Be 
seemed no better than he was two 
weeks previously. 

f". D. R. 



TH~ ICCACTAR't OP" ITA Tit 
WMI"lltf1JTOH 

DIU l(r. h"tlidtnt: 

1 .. , ~ttply ao••d b7 TOur lolttr or Ko•ec. 
ber 2.1 , and I &a eternt.ll7 ,£ratet'Ul to you tor 
your kind ao11o1tude about my health and to~ 
your genoroua rtferonooe to our oloae poraonal 
and oft1cial rtlat1cnah1p or t.ht paet t.wtlVI 
yeara. .U I aald 1.n f1f1 lotte.r ot roaitnatlon , 
1 t. 11 a peraon&l trag~y to c:.e that ~ a tact 
ot _, health aakta lt t.poatlble tor •• to 
continue 1n the public ••r•1oe. I ahall elw&JS 
oherleh the tiot ~etween ua or frlendahip an4 ar­
feot1on. 

'11th all •7 heart I wioh U.t I could •et 
10UZ' deaire tbat. -r rt.ttnation •• Seore ... ry 
ot state become otJect1ve on J.nuarr 20 rather 
than now. I have consulted again with my 
~1101~ . tbt apoed ot _, reoover1 1a det­
in1ttl1 oonneott4 rltb the extent to which 1 
can bt t'ree !'ro. all worr7 and rtlpona!.b111 t'f • 
You can we11 underatan4 that, at a t1at like 
tb11, lt 11 1mpoaa1blo tor me to lay aa1dt tho 
bt•¥1 reapone1b111t1ea ot the seorotaryahip or 
state 10 long •• I recaln in that ottlce. tn 
tatrntll to the cau•• for wbieh JOU and I bavt 
1t0rked eo lona together, t-o the oou.nti"J, to you., 
and to ~aelr, I feel that .y ret1&Q&t1on .uet 
bto~e etteot1vo now. 

'1!\o P:realdent, 
D:a,e ~to SOU••· 



W&7 I 1&7 &£&1n, ~. Prealdont, 'bat 
&a aoon •• I reco•er =r h••lth, I thall be 
ent1rel7 at your aorv1ee With w.bat•••r con­
tribution I can aake lnd1v14u.allr to t.he 
eolut1on or the tremendoua an4 cruolal 
problema that lie &head. 

Wl~h &11 sood Wiahea, I a= 

Sincerely ,-oura, 

' 
' ' 
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DEPARTMENT OF STATE 
WASHINGTON 

I 
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