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THE WHITE HOUSE
WASHINGTON
September 3, 1044,
MEMORANDUM FOR
HON, CORDELL HULL:

I 1ike that idea about Jimmy
Byrnes. I think, oo, that he would be
suffiolently tough and I doubt if Murphy
will be.

F.D.R,
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By Deputy Archiviet of the U.5.
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DEPARTMENT OF STATE
WASHINGTON

September 2, 1944.

MEMORANDUM FOR THE PRESIDENT

One of the most importent end difficult tasks confronting
on the defeat of Germany will be the ecomomic controls to ba
sstablished over that country end the recrganisation of German
economy B8 & means of preventing any future German aggression.
This would include the reconversion of German industry from
war production to the needs of reparations and pesce time uses
end the possible dlsmantl of ocertain industrles altogether.
It is presumably our intention to divide the lerge landed
Junker estetes and to break up the powerful German industrial
gombines, To do this, in cooperation with our Allles, will
require the sppointment on the Amerlcan side of a man with
outstanding quelifications. I can think of no one better
equipped for this tesk than Mr. Jemes F. BEyrnes and—
like—to-suggest hla game.

F g
should be given
the perscnal rank of Ambassador and senft to London to work
\ with the nusleus planning group which General Elssnhower has
| set up and move into Germany 1ater. The importance and
\Jﬂirrinultlua of the job cannot be over-smphasized.

I, of course, have not asld anything to Mr. Eyrnes
about thia,

Okt
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DEPARTMENT OF STATE
WASHINGTOM

Saptamber 5, 1944

MEMORANDUM FOR THE PRESIDENT

SUBJECT: Appeal for Denisl of Hefuge to War COriminals.

In response to your memorandum of August 31, the
proposed Bwedlsh snnouncement that esylum will not be
granted to war oriminals results from urgent represen-
tations which wo instructed cur Missions in Bern,
Btookholm, Madrid and Lisbon on August B3 to make, A
paraphrass of the telegram to Bern is attmched, The
rapld progresa of events in France did not allow time
for consultation with the British and the Russians, but
they were advised on August 24 of the aoction taken,
Nothing definite has yet been heard from the Bpanish,
Portuguese or Swiss Governments and a further urgent
telegram was sent the Legation at Bern on August 31,
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ZABAPHRASE OF TELEGWAN

The Sext of the Presidemt's statement in regard to
wer oriminals made oa the preseding day was Sransmitted
b7 you wnder instrustions %o the Bwiss Gevernment on
July 31, 1943. The President declared in Shat statememt
Shat 1% was ALTfleudS %o Delieve that asylum er pretestion
%o any sush persons wuld be givea by any mewiral sountriss
ﬂﬂ“ﬁ“ﬂmﬂ“‘
any of the Axis leslers or their henchmen by & mewiral
government as soafrary %o those prineiples for whish the
muh“Hhﬁiﬂ“-.

In i%s reply the Sviss Government expressed the belief
Shat the Amerisan Government did mot question the right of
Saylum as sueh. Thet Belief was sorrest. Throughout its
history, as the Federal Gouneil 1s awere, the United States
hhl“hhﬁhﬁhm
oppressed in Ewrope.

The real purpese of the Presidemt's statement of
Jly 30, 1945, we mt serveeily resognised ia the Swiss
reply. IF was in essence an appeal net o permit Axis
lsaders and their Sools %o take refuge in meviral sountries.

e President's stateneat of July 30, 1943, poisted
out that survender by the Axis of wer erimimals to the
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United Nations would be required st the suseessful close of
the war. Obviously me prodlem would arise between Switserland
ﬂhmﬂmum-m-unu-m
ment would mot sllew sush persons So enter Swiss Serrifary.
It is further our belief that the Swiss suthorities would
rogard mich war eriminals ss wndesirable alisns, whose
admission into Svise Serritery, even Af they were not wanted
for t2ial by the United Nations, weuld not Be in the inferest .
of Switserlansd.

Please dissuss this matter fully, framkly, and informally
with the spprepriste Swiss authorities and request assuranss
that they will mot admit So Swiss territery thess Axis
leaders and thelr scherts. You may leave with them an aide
memsirs in the sense of this telsgras. You should framkly
urge the appropriate Sviss suthorities %o give you this
Gssired assursnee, pointing out that their Sovernment may
h““ﬂhhﬂ-:“hlﬂh
this question, as the wheels of justies are Vurming rapidly.
In preseniing the ease you might draw attention %o the
folleving eensiderations.

Almsst nine peresst - nearly twalwe millisa people -
of the United Fiates population are i cur armed forees.
¥he Merehast Seamen of the United Sates musber over 500,000
men she are siling thousands of vessels So all Wheaters of
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astion o eupply the foress of the United Netions with vital
implements of wap. Amsvicsn ¢iviliane in the Sens of mililions:
are deing vital war werk; almest overy individual im the Umited
S%ates has boen affected Dy the war. These pecple recegnise
the fast that & small growp of individeals played the lesding
7ele ia Wringing the United Nations into this ghastly wer
against the Axis esumiries. If asylum or prefestion ia
aeutral soustries were givea te say of these war eriminals
she are responsible for this war, the Amsrican people wuld
Bt be able to understand or condoms sueh astion. The feeling
of the Amariesa people that adoquate measures must be takem
e hold Axis leaders and their henchmen o siriet acecountability
for their erizmes and astions is inmereasing with the dally
munting samualty liste. I do mof wish you So thresafen tThe
Swiss suthoritiies; nevertheless you would be lagking in cander
should you soneeal frea thea ouwr sonvistion that Anmerican-
Swise relations would be affected sdwersely for many years %o
come in the event that csuntry should harbor withia 1%s
berders aay of the Axis lesders o their laskeys. ‘

Ve have no doudd that our views ok this mtter are shared
Wy large sestions of publise epiniea in Neutral countries as
well as by other mesbers of the United Eations and their
assosistes, : :

Koep me fully informed of youwr diseussions and wrge the

e e e —
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Swiss suthorities %o make an early reply.

¥e are giving the substance of this Selegram in
confidense $o the British and Soviet Governments. The
urgenoy of the matter did not permit advance eonsultation
with them. We may communicate its substance in confidence
$o other United Bations governments.
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September 6, 1944.

Dear Mr. Secretary:

During the past half century the United States
has developed a tradition in opposition to private monopolies.
The Sherman and Clayton Acts have become as much a part of
the American way of life as the due process clause of the
Constitution. gy protecting the consumer inst monopoly
these statutes guarantee him the benefits competition.

This goes hand in glove with the liberal
iples of international trade for which you have stood
many years of public service. The trade agreement
program has as its objective the elimination of barriers
to the free flow of trade in internstional commerce; the
anti-trust statutes aim at the elimination of monopolistic
restraints of trade in inter-state and foreign commerce.

Unfortunately, & number of foreign countries,
particularly in coatinental Europe, do mot possess such a
tradition against cartels. On the contrary, cartels have
recelved encourugement from some of these governments.
Especlally 1s this true with respect to Germany. Moreover,
cartels were utilized by the Nuzls as governmental instru-
mentalities to achieve political ends. The history of the
use of the I. G. Farben trust by the Nazis reads like a
detective story. The defeat of the Nazi armies will have
to be followed by the eradication of these weapons of
economic warfare. bBut more than the elimination of the
political activities of German cartels will be required.
Cartel practices which restrict the free flow of goods in
foreign commerce will have to be curbed. With international
trade involved this end can be achieved only through
collaborative action by the United Nations.

I hope that you will keep your eye on this whole
subject of international cartels because we are approaching
the time when discussions will almost certainly arise between
us and other nationa.

Very sincerely yours,

FRANKLIN B, ROOSEVELZ

Honorable Cordell Hull,
The lunhr; of State,
Washington, D. C.
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DEPARTMENT OF STATE
WASHINGTON

MEMORANDUM FOR THE PRESIDENT September 4, 1944

With reference to Judge Rosenman's memorandum
suggesting the desirability of your making a state-
ment--in the form of a letter to me--on the subject
of international cartels, I think that the proposal
has merit. BSuch a letter, however, should be
drafted with a view towards setting forth the
objectives of this Government, but in such a
manner so as to retain flexibility with respect
to the method of achieving that end. Something
along the following lines I believe would be helpful:

"During the past helf century the United States
has developed a tradition in opposition to private
monopolies. The Sherman and Clayton Acts have
become as much a part of the American way of life es the
due process clause of the Constitution. By protecting
the consumer against monopoly these statutes guarantee
him the benefits of competition.

"This policy goes hand in glove with the liberal
principles of international trade for which you have
stood through meny years of public service. The
trade agreement program has as its objectlve the
elimination of barriers to the free flow of trade in
international commerce; the anti-trust statutes aim
at the elimination of monopolistic restraints of
trade in inter-state and forelgn commerce.

"Unfortunately, & number of foreign countries,
particularly in continental Europe, do not possess
such a tradition against cartels. On the contrary,
cartels have received encouragement from scme of
these governments. Especially 1s this true with

respect
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respect to Germany. Moreover, cartels were utilized
by the Nazis as govermmental instrumentalities to
achieve politieal ends. The history of the use of
the I. G. Farben trust by the Nazis reads like a
detective story. The defeat of the Nazl armies
will have to be followed by the eradication of these
weapons of economic warfare, But more than the
elimination of the political metivities of German
gartels will be required. A gArtel prectices
which restriet the free flow of goods in foreign
commerce will have to be curbed. With international
trade involved this end can be achieved only through
collaborative action by the United Nations."

ag .
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MEMORANDUM FOR THE PRESIDENT

I think that 1t would be ndvisable for you, some time in
early September, %o make a statement or take some aotion on the

subject of international cartels.

At your suggention, I linve discussed the matter st length
:mlF Btate Department p-upin and the present situation 1s briefly
CH

Ag you know, the British are not much interested in anti-
oartel disoussions beoaussa:

(1) Several strong faotions in their government believe
that internptionnl cartels are good and should be enscouraged;

(£) They inocorrectly believe that the Amerioan people (out-
side of a small group) are not interented in she subjeot; and

(3) They believe that continued cartelization will give them
a better poeltion in the post-war world not only politicelly, but
beoause of thelr foreign exchange sltuatlon.

Last fnll, however, the British di1d reluctantly discuss the
problems with the State Department in very general terme.

The other Duropean countries are probably sympathetlc with
the British point of vlew. However, the tin-American countries
are sympathetic with our point of view on cartels as 1s, probably,
Ruesla.

Largely ams a result of the insistence of Seoretary Hull, the
British have agreed to continue to ocarry on oartel dimcuselons, and
the disousaions are now set for the coming fall, without any definite
date.

Probably the Pritish would prefer %o postpone them entirely
until after the war, but I shink this is one field where there will
be an up-hill fight even %o get any internatlional aeotlon, and,
therefore, I think it should be pushed now while the ocohesive foroe
of the war 1s in effeot.

Besldes, I think thie is the time agein to take
a publio position in the matter whioh woul stent with
your anti-monopoly polioy.

nznmssnlnf ne U.Be
Archivist ©
By Deputy

v. J. Stevar? pate _MAR — (872

BY
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Thers 1a o very good Inter-departmental Committee in the
ftate Departmant on the pubjeot of cartele, ond they have prepared
;n axcellent pnemorandum ap a basle for those disoucelions with the

ritish.

I ansume that you would want to dipouss this with Seoretery
flull. The statement oould take the form of n letter from you to
him on this whole subjeot. If you think well of it I ean, with
the help of thin Btate Department Committeec, prepare a draft of
such communiontion for your approvel.

B. I. R.






DEPARTMENT OF BTATE
WABHINGTON

September 8, 1944

MEMORANDUM FOR THE PRESIDENT

1. The most important international economic
problem of the transition and post-war periods will be
the situation of the United Kingdom: the sterling-
dollar relationship, the change in Britain's creditor
position, the prospects for British export trade, and
the commerclal and financlal policles which she will
adopt in the light of the eltuation. This problem has
its long run aspect - assoclated with the loss of over-
seag investment; the probable reductlion in shlipping,
international banking, and insurance earnings; and the
difficulty of reestablishing and expanding Eritish
export markets in the post-war world. The maln outlines
of thie problem have been developing for several decades,
although war has accentuated the difficulties. It 1s the
Department's view that it is in the best interests both
directly of the British and of the world in general 1if
thie long run problem is attacked by the adoption by the
British of a liberal commercial polley with foreign
exchange and investment operations handled in accordance
wlth the principles of Bretton Woods.

2. Nevertheless, strong economic and political
pressures will be brought to bear upon the British Gov-
ernment to adopt restrictive policles of commerce and
finance, and these pressures wlill be in consliderable
measure induced by pressing, eritical, short run problems
of British economic adjustment at the close of the war.
The United S8tates can contribute greatly to the possi-
bllity of Anglo-American collaboration in sound post-war
economlc pollcies and relationships and to the attalnment
of high levels of economic activity and international

commerce
DECLASSIFIED
Btate Dept. Letter, 1-11-72

MAR 3 1972

By J. Schauble Date_____




commerce in and between the two nations and the rest of
the world, by doing everything in 1ts power to permlt and
ageiat Britain to enter "Phase 3" on as sound an economic
foundation aes possible.

3. The potentialities of Anglo-American and general
international economlic collaboration in the reconstruction
end development of the world economy in "Phase 3" are
large. They include the establishment of the Fund and
Bank blueprinted at Bretton Woods, and the setting up of
machinery for collaboration in the commercial polioy
field. Direct assistance, largely of a financial character,
will in all probability be essentlially on a loan and repay-
ment basie. The inatitutions for carrying out these pro-
grame have yet in the main to be created.

4, In "Phase 2" there 1s more which we can do gulckly
and direotly to set the stage for a favorable but slower
development in the post-war perlod.

§. Turning first to the military sltuation, I must
of course defer to the armed forces in matters of strateglec
policy and decision. Nevertheless 1t is clear that one
of the most important objectives of United States policy
must be to bring the British into the war operatione in the
Far East to the greatest poseible extent. The advantages
of such a course are cbviocus in produecing an early end of
the war, with the resultant saving in human and material
costs. The disadvantages of the fallure of the British to
participate to the full in the war in the Far Eaet deserve
gpeclal emphasle:

a. Politleal - any indication that British
participation in the Far Eastern struggle 1s at a
rate below thelr utmost capabllities wlll produce
immediate and hostile public reactlion in the
United States.

b. Economic - a great expansion of British
exports with relatively weak British particlpation
in the Far Eastern war will stir up the resentment
of our export manufacturers and traders.

¢. Lend-Lease - a fallure to obtain full
British participation in the Far Eastern military
operations will be regarded as at least a partial
fallure of lend-lease policles and will create
unfortunate circumstances in which to arrange for
lend-lease settlement.

DECLASSIFIED
Btats Dapt. Letter, L1178
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d. General Post-War - all of these
factors will combine to produce the most
difficult of circumstances in which to attempt
to build Anglo-American and general political
and economic collaboration to face 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 Kingdom, to be divided among 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 Britain. This must be done
in such a way as to: :

a. Meet the immediate British problem
of avoiding economic disaster.

b. Avold the ereation of obligations
that will later plegue Anglo-American rela-
tions.

¢c. Reduce to a minimum tendencies
towards the adoption of discriminatory trade
policies by the British.

d. Be politically acceptable to the
American publie.

7. It has been indicated that in "Phase Z" American
production for war may be reduced by as much as 40 percent
with a resultant reconversion to meet domestic civilian
demands as well as to permit some Increase in commercial -
exports. It is essential that there be a synchronized
British reconversion program. The strain of five years
of war, with bombing, severe rationing, and the dislocation
of life produced by national service, will reguire, from
the point of view of any government in the United Kingdom,
substantial improvement in the conditions of civilian life.
The necessities of British physical reconstruction and
balances of payments will almost certainly mean that British

eivilian
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civilian standards will remain far below those in the
United States. This should be recognized here as a laudable
determination of the British to restrict consumption in
accordance with the realities of their economic position.

8. If British reconversion is coordinated with our
own, it will be right and proper, and it should be possible
to gustif{ to the Congress and the Awerican people, to
continue lend-lease aid on a reasonable scale to the
British during the continuance of the Pacific war. It is
my understanding that the British as yet have made no
definite proposals for their overall lend-lease needs in
"Phase 2", as they feel that the nature of these pro-
posals must depend to a large degree on the strategic
plans for the Far Fastern war. fn view of the speed of
military developments in Europe it i1s most important that
we come to an early understanding with the British on this
matter, so that a program of lend-lease can be worked out
that will be fair to all concerned.

9. I therefore recommend the adoption of the follow-
ing key economic policies with respect to the British in
"Phase 20:

a. 3Synchronization of the American and British
reconversion programs, recognizing that a greater
proportion of the Eriiish praductgve capacity
released from war production will be devoted to

exports.

b. Maintenance of lend-lease deliveries to
the United Kingdom in "Phase 2" reduced by about
one-third overall. Lend-lease deliveries upon such
a scale would recognize the continued British
production for war, would not hamper reconversion
in this country, and through the continuance of
c¢ivilian items such as food (many items of which are
likely to be in surplus in this country) would
assist British reconversion without assuming
responsibility for it.

10. These efforts to assist the British to enter
"Phase 3" on as sound an economic foundation as possible
must be accompanied by vigorous British efforts to join
with us in pressing a world-wide program of multilateral
reduction in barriers to international trade. The

Bretton Woods

DECLASSTFIRL
Btate Depl Letinr, 11173 4 1‘9?2

X AR
'1'.l'.l'|| By J. Schauble Date e

» — —



-5

Bretton Woods agreements with respect to exchange
manipulations, restrictions, and discriminations con-
stitute a very important part of our commercial policy
program, The British must be urged to implement these
arrangements, and to join with us - through the Article VII
conversations and otherwlse - in thorough consideration of
the remaininy elements of our internatlional economic
program. It is of fundamental importance to the interests
of the United States and to the establishment of the kind
of economic conditions which we hope to see prevall in the
post-war world that in formulating a lend-lease pollecy for
"Phase 2" which will further these objectives we have
assurances from the British that they will actively
cooperate with us in achieving them. You are aware of the
political situation in the British government which has
impeded this, and I kmow you will agree that it 1s time
that some forward steps be taken to resclve it.

o a0
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DEPARTMENT OF STATE

WASHINGTON

Beptember 27, 1944
MEMORANDUM FOR THE PRESIDENT

Sub jJeet: Agreement on Prineiples Having
Reference to the Continuance of
Co-ordinaeted Contrel of Merchant
Shipping.

On Qctober 26, 194% the Special Committes on
S8hipping adopted & report on the subject of shipping
problems and poliey during the transition peried fol-
lowing the cessation of war condltions in EBurope. At
the same time the Committee appecinted a subcommittee
to atudy this problem and to report its recommendations
to the Special Committee on Shipping.

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

Subsequently, an Inter-Allied Shipping Conference
was held in London resulting in an sgreement on prin-
elples having reference to the continuance of
co=ordinated control of merchant shipping., The text
of this agreement 1s belng released on September 28,
1844, Coples of the agreement on principles and the

press relsase are enclosed,

Enclosures:
; ﬂaig of Agreement on
Principles,
2. Copy of Presas Release,
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DEPARTMENT OF STATE
WASHINGTON

September 27, 1944

MEMORANDUM FOR THE PRESIDENT
Tentative Program for Dealing with International Cartels

In further response to your letter of September 6,
directing attention to the importence of intergovernmental
discussions on the subjeot of international cartels, there
is herewlth transmitted a statement of recommendations
regarding poliocy for dealing with international cartels
and related private business arrangements prepared by
the interdepartmental Committee on Private Monopolies
and Cartels and approved by the Executive Committee on

Econcmic Foreign Polioy.

The proposed cartel policy 1is regarded by the
Exeoutive Committee as tentative and preliminary, and
as subjeot to such modifications as may be deemed desir-
able after consideration of further views on this and
other aspeots of commercial policy. A report on the
closely related subject of intergovernmental commodity
agreements is now under oconsideration by the Executive
Committee and will soon be submitted to you.

It is believed, however, that the proposed cartel
poliey in its present form is sufficiently definitive
to serve as a working basis in discussions with other
governments. In view of such disoussions, it is not
believed that the statement should be made publie.
Alternative proposals are also being studied in order
that carefully thought out recommendations may be
available in case of need.

Seoret dooument
no, ECEFP n—saﬂ% @ T
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DEPARTMENT OF STATE
FOR THE PRCSS SEFTEVBER 28, 1944

No. 480

FUTURE RELEASE
NOTE DATE
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The agreement on principles having reference ts the cone
tinuance of coordinated control of merchant eéhipping which hns
nov¥ been published will bring about an adjustment in the
pregent arrangements for the control of thas employment of
United Natlons shipping. It can beet be understood in rolation
to those arrangements. At present all British and United
8tates ships (except certein cosstal vessels) are under
requisltion to their respective governmepnts. The great
majority of ehipe under the flage of other United Hatione
are aleo under requleition by thelr governments and have been
chartered ior the duration of the war in Eurcpe to the British
Ministry of War Treneport or the War Shipping Administration or
have been otherwiee made avallable for employment by one or
the other of those bodies, In this way two pools of shipping
are congtltuted, the employment of which le coordinated
through the unmﬁined shipping adjuetmznt boarde, with arrange-
ménts for consultation between the British and United Btates
and the other United Natione Governments.,

At or soon after the genersl suspeneion of hostilitles in
Europe the exlsting sgreements for the upe by the British
Minletry of War Traneport and the War Bhipping Administration
of United Netlone shipe under other Tlags will terminate: but
the requirements for shipe will remaln heavy for military
purposes ae well ss for the supply of liberated arens, and all
other purposes of the United MNatlona. In the agree;ent the
gunmantu which have cooperated in the provisicn of ehips
or United Netions purposes hsve sgreed to continue to devote
their shipping resources to these neede till the war in the
For East 1s wen.

Machinery is provided for the effective collaboration by
governmeéente in the use of available nhipping by the establish—
ment of & United Maritire Council snd United Maritime Exeou-
tive Board. !'hruugh these bodies, which will come into opers—
tion on the genersl suspension of hostilities in Europa, the
contracting governments will irplement the principles laid
down in the ement. The principles will remain in effsot
till eix mon er the suspension of hostilities in Europe
or the Far Tast (whichevsr ie the later) unless terminated or
modified earlier by unanimous egresment,

The
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The agreement hag been slgned by the Governments of
Belgium, Canada, Greege, Netherlands, Norway, Poland,
United Kingdom and the United States’of America, while
the French Committee of National Liberation has signified
that all French shipoing 1o and remalng at the disoosal
of the United Nations, The Soviet Government and other
interested United Mations Governments have been kept
informed. The agreement BpTings from the close eollabo-
ration achieved in the past and now existing between the
governments which have mainly contributed to the provision
of shipping to meet the noeds of all the United Natilong
and it continues that ecollab-ration for the general bene-
fit into the succeeding chages, The cocperation of all
United Matione not presently nlgnnunry and other friendly
governmente will be welocomed and it ig contemplated that
certain of them will mocede to the agreement and partieci-
pate in the central authority.

mﬂg‘i
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AGREEMENT ON PRINCIPLES FAVING REFERENCE TO THE CONTINUANCE
OF CO-CRDINATED CCNTROL OF MERCHANT SHIPPING

TEE underslgned representatives, duly suthorised by thelr
regpective Governments or Authoritiee, hereinafter referred to
88 contracting Governments, have agreed me followsi—-

ls The nmtﬂcunﬁ Oovernments declare that they socept
88 8 common responsiblllty the provision of shipping for oll
military end other tesks neceesary for, and arising out of, the
completion of the war in Europe and the Far Esst and for the
supplying of all the libersted aress as well me of the United
Natione generally and territories under their suthority.

2+  The contracting Governments undertake to continue to
maintaln euch powers of control over all shipe which are regles—
tered In their territories or are othervise under thelr author-
ity as will enable them effectively to direct sach ehip'e
exployment in accordance with the foregolng declaration., Sub—
Ject to the provielons of paragraphe 3 and ©, this ountrol
ehall continue to be exercleed by each oontracting Government
through the mechaniem of reoulsiticning for use or title,

3. The contracting Governments sgree not to release from
eontrol any shipe under their authority or persit them to be
employed in any non-essentisl services or for ANy non-eseentlal
cargo unlegs the total oversll tonnsge ie in excees of the total
overall reauirements, and then only in moccordance with a
mutually mscceptable :‘omun which shall not ddecriminate

inet the commercial shipping intereats of any natlon and

11 extend to 4ll contrecting Governments an oguitable oppor-
:uni‘:r for thelr respective tonnages to engage in commercial
radag. - -

4, Neutrpl Governments hawving ships under their control in
excess of the tonnage required to carry con thelr essential
import requlrements shall be invited to subacribe to cbligations
in respeot of all their ehips which shsll engure that their
employment is in conforrity with the general purposes of the
United Nations. . .

8, The contracting Governments undertake to exerclee con-
trol over the facilitles for ehipping aveilable in their terri-
tories, by sulitable meapures on the Eineu of the United States
and Britigh Bhip Warrant Schemes, and to take such other resaires
ae may be necessary to secure that shipe under sll flage are
used in donformity with the purposes of the United Nations.
Eta:“ Governments acceding hereto shall glve » similar under-

inge ’

&: Without ﬂﬁiuﬂlne to .oueetlions of dleposition or
title, the employment of such ships ae ME 8t eny time be per-
mitted to operate under enemy rl.:f or authority shall be deter—
mined to serve the requlrements the United Nations.

7+-=(a) In order tnat the sllocation of g1l ehips under
United Natione control mey continue to be effec—
tively determined to meet the reoulrements of
the United Natlone, a central suthorlty shall
ba :ltablt-uud, to céme into afmtiun upon the
m ral suspenalon of hanﬁlﬁ eg with Germany.

_ IBM‘ iﬁﬂlv!?ﬁh%ﬁ:‘;h? agﬂedumériu%gx.
(b) The centrel authority shall determine the loy-

ment of shipes for ape of giving effec
to the mpﬁ'nmmﬁ-’:“ﬂmeﬂ hg an
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each eontrecting Government in paragraph 1
to provide the trnnege reoulired from time to
time to meet current reculrements for ships
for the military end other purposes of the
United MNatione, snd shipe ehell be @lloceted
for those purpoees by those Governmenta in
sccordance with the declelons of the central
authority. Bo far me 18 coneilstent with the
effieient cverell use of shipping ss deter—’
mined by the oentrsl authority for those
purposes, and with the provisions of para-
graph 7 tc}, each contracting Gevernment may
allocate ships under its own authority,
wholly or partly to cover the eggential
import requirements of territories for which
it has specisl shipping responeibilitices,

(e) 1In general, shipe under the flag of one of the
contracting Governmente shall be under the
control of the Government of that flag, or
the Government to which they have besn
chartered.

In order to meet tha spegial ceee of
military requirerents those Bhipes which have
been taken up, under Agreements made by the
United Stetes Government endfor United
KEingdom Government with the other Governmentas
having suthority for those ehips, for use as
troopehipe, hoepital ehipe, and for other
purpoees in the service of the arfred forces,
ehall remein on charter ns a8t prosent to the
War Shipping Adninletrntlon nnd/or the
Einistry of Wor Treneport me the case may ba,
under arrangem=nte to be agreed between the
Governmenta eeverally concerned. (Any further
ehipe reculred for such purposes shall be
dealt with in a like ranper,)

The fepct that these ghips are mesigned
to militer” reguirements ehell not rrejudlce
the right of the Governments concerned to
disouee with the central authority the
measuree to be taken to provide shitping for
thelr essentlal reoulirements within the 8oope

of parsgraph 1.

() The contracting Governments shall supply to ona
another, through the central authority, all
information necessary to the effective work-
ing of the arrangemsnts, e.g., regarding
programmes, employment of tonnesge, and pro-
Jeoted programmes, subject to the require-
ments of mllitary eecrecy.

(e) The central authority shall also initiate the
actlon to be taken to give effect to para-
. graph § and shall direct action under -
paragreph 6.
(f) The terme of remuneration to be pnld by the
ueders zﬂwnment- or private) of chips shall
‘be determined by the central authority on a

; Tair
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falr snd ressonable besis in such manner ae
to give effect to the following two basic
principlest=-

(1) Bhips of sll flags purrurming the same
or elmlilar gervices should charge the
same frelghts.

(11) Ships must be emplayed ms required with-
out regard to financiasl considerations.-

8. The principles herein agreed shsll apply to all types
of merchant shipe, lrregpective of glze, lncluding passenger
ghips, tankers and whale factories when not used for whal ng
(but peragraph 7 (b) will not be applicable to ships engaged
in cosetal trades and short trades between nearby countries,
the arrangemente for control of which shall be appropriate
to meet the requirements prevailing in each perticular area).

The principles ghall also be applied to the extent
necessary, through eulteble machinery, to fiehing vessele,
whale eatchers, and other similar craft in those areas whera
speclal meseuree in reepect of such eraft are agreed to be
necessary. A speclsl authority ehell be get up capable of
appurtinninf between naval and commercisl eervices such craft
ae are avallable in thoee areass.

9. The foregoing principlees shall teke effect on the
coming into operation of the central authority, and ghall
remaln in effect for a period not extending beyond six months
after the genersl suspeneion of hostilitles in Europe or the
Far East, whichever may be the later, unlees it is unanimously
agreed smong the Governments represented on the duly euthorised
body of the central suthority that any or all of the agreed
principlee may be terminated or modified earliar,

Done in Lendon on the Sth day of August, 1944,



ANNEX
Organization of the Central Authority,
1. The central authority shall conslet of-—

(a) 4 Council (United Maritime Council).
(b) An Executive Board (United Maritime Executive Board),

. la) The United ﬁﬁritimu Counpil

£, Each contracting Government shall be represented on
the Oouncil, Hembershioc of the Counecil shall slsc be open
to all other Governments, whether of the United Nations or of
neutral countries, which deslre to nccede and are prepared to
ficcent tne obligatione of pontracting Governments, -

d, The Council shall meet when deemed necessary and at
lerst twlce & year at such places us may be convenlent.
Meetings shall be arrenged by the Executive Board. The
Council ghall elect ite own Chairman and determins ite own
progedure, The meetinge of the Council ‘aré intended to pro-
vide the opportunity for informing the contracting Governments
8g to the overall shipping sltuation and to make possible the
interchange of wviews betwéen the eontracting Governments on
Eeneral gueatione of polliey arieing out of the working of the

Xzoutive Board, . ! '

(b). The United Maritime Executive Board,

4, The Exeoutive Board shall be established with Branches
in Washington and London under War Shipoing Administration and
Ministry of War Transport ehairmanghin respectively,

&, The Executiye Board ehell exercise through its
Branches the éxecutive functions of the central authority.
Adppropriate machinery uhder the two Pranches shall be estab-
lished for the purpoee of enabli them.to discharge the
functions described in paragraph 7 of the Agreement eon
Prinelplea. Machinery to, carry out the arrangemente under
paragraph 8 of that Agreement as regarde ships engaged in
coAagtling and ghort sea trades, and mag regards smell oraft
shall be set up under the.Executive Zo " :

6, The divigion of day-to-day resconsibility between the
two Branches of the Executive Board shall be established as
gonveniﬂnt from time %o time, So thet the two Branches of the

xecutive Board may work in unieon, meetings of the Executlve
Ecoard as A whole snall be arranged at the instance of the two
chalrmen, ae often Ae may be neceesary, and at such place as

may be convenlent from time to time. L :

7. The memberghip of the Executive Board ghall be
regtricted in numbers, By reason of thelr la experience in
shipoing nofmally engaged in international trade, and their
1la eontribution ‘ships for the common purpose, the
gulrgwing Governmentes shall be repreeenteéd on the Exeécutive

oardl

Government of the United Kingdom of Great Britain
and Northern Ireland:

Government of the United States of Amerion;

Government of the Netherlands:

Government of Norway.

It shell
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It shall be open to the members of the Executive Board to
recommend to contracting Governments additions to the member—
ship of the Executive Sonrd ag circumstances may require in
order to promote the effootive working of the central authority,

8, Each contracting Government not represented on the
Executive Board shall be represented by an mescciate member who
shall be consulted by, and entitled to attend meetings of, the
Executive Bonrd or its 3ranches on mntters affecting shipe under
tne authority of that Government, or on matters affecting the
gupply of ships for the territories under the authority of that
Government,

9. The Executive Board and its Branches shall proceed by
agreement among the members. There ghall be no voting,

» 10. The decisions of the Executive Spard affecting the
shipe under the authority of any contracting Government shall
be reached witn tne consent of that Government, acting
‘torough its representative on the Exeputive Board or threough
its assoclate member, as the case may be,

11, The Executive Board shall be the duly authorised
body for thne purpose of paragrash 9 of the Agreement on
Principles, but it is understood that no decision reached
under thntﬁparagraph by the Governmenta repregented on the
Executive Board ghall impose any new or greater obligation
on nn?tnthnr_unntraoting Government without its exprése
eonsent. -

12, A Planning Committee shall be get up to begin work
in Lq&ﬁgn a8 goon as Dosgible after the signature of the
Agreement on #flnﬁtbt&i'for the purpose of working out on
a bagls patisfactory to the contracting Governmenta the
detalls of the machinery required to enable the Executive
Bpard to dianhargu its functions, including the functions
unﬁar.paragraph Lf)s Any contracting Government may. be
represented on the Flanning Committee.

15. The Executive Board agnll have the full use of the
maghinery and procedure of the War Shipiing inistration
end kinlstry of War Transpsrt in order-to avold duplication.

14, The eontracting vovernments ghall nominate their
representatives on the Eganning Committea to the Governments
of the United States and the United Kingdom, me soon as
prastiesable, They shall also so nominate thelr represen-
tatlves as members or as asgoclate membérs of the Executive
EBoard as the cage may be, 5he overnmentes of the United
States and the United Kingdom ehall be reosponsible, in con- |
sultation with the other contracting sovernments concerned,

for determin tne date of coming latc cgeratlion of the

central author {3 in accordance with paragraph 7 (a) of the

Agresment on Principles.
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following World War I was partly due to efforts to cushion
such economic dislocations, In such cases the cartel and
the tariff have the effect of freezing existing conditions
in the industry; at the expense of high prices and tech-
nological backwardness, the threatened producers attempt
to diminish the rigors of what i1s at beast a very painful
process of adjustment, If, after the present war, trade
barriers are allowed to impede the flow of commerce across
naticnal frontiers, 1t is very likely that a cartelization
movement will obtain the support of certain governments as
after the last war. '

e. Political Effects

The political effects of cartels are subject to heated
controversy, but four points at any rate seem beyond dis-
pute. First, cartels necessarily imply the organization
of producers, and organized groups exerclse more political
influence than unorganlized groups. Hence cartels necess-
arlly strengthen the peclitical position of cartelized bus-
iness as against unorganized business mnd the rest of the
community. Second, the national interest is frequently
asserted to be, and sometimes actually is, significantly
involved in the success of a national group in an inter-
national certel. Governments find themselves, therefore,
under pressure to cgme to the support of their own busi-
ness groups. Third, cartel policy often runs contrary to
the policy of a national state, and under such circumstances
mey, in some cases, even circumvent or nullify national
policies. Fourth, when an aggressive government undertakes
political and industrial penetration of other countries,
cartels of ten afford a convenient means.

Like all barriers to the expansion of trade, cartels
help to prepare the soil in which aggressive 1deologies
and movemente sink their roots. The Nazi demand for
"Lebensraum", for example, found German business men and
German workers reoceptive largely because of the excess
productive capacity eand unemployment which the moncpolistic
structure of German industry had done so much to create,
It found cartels convenient instruments to use for an
aggressive governmental purpose, But this 1s a different
matter from charging cartels with directly inciting aggreu-
slon, Most representatives of cartels are no doubt slncere
when they protest that, far from 1nn1ting aggreasslon, they
:a:ur cooperation between business men of different aoun-

ries. .
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to secrecy and exclusivenese in the development and util-
ization of new end improved processes, To the extent
thet thie is likely to happen, it would clearly be desir-
able to provide alternative means to contlnue the inter-
change and development of industriel technology.

2, ggadiuatmanta of War-expanded Industries to
vilian Demends

Bevere malad Justments in particular industries may
give rise to urgent, 1f transitory, need for measures of
reed jJustment, n the immedinte post-war perlod this
problem 1s likely to amssume unusual importance. Although
little cen be sald for the effectivenasss of cartels in
dealing with such exceptional problems, lack of any well-
congldered international pollicy is likely to evoke cartels
Just es 1t evokes governmental trade barrlers, as symptoms
of a diestress which demands some remedy. The "solutian"
of such readjJustment problems which is offered by cartels
is really no solution at all, but rather an attempt to
avold the grnbluma or postpone thelr moat disagreeable
effects. ndeed, as in the case of governmental trade
barriera, the net result of esuch measures may be to aggra-
vate end prolong the basic oconditions with which it is
sought to deal. In nearly every case, the basis of the
difficulty will be diescovered to lie 1in the existence of
excess capacity in certain industries. The real problem
is to divert the surplus resources out of the afflicted
industry and into other branches of production for which
an adequate demand, elther domestic or export, exists or
can be developed. Cartels by their very nature cannot
even begin to provide a sclution of this problem. They
are confined to individual industriees and cannot take an
over-all view of the economic problems of a single coun-
try, still less of the international community. A fruit-
ful apnroach to problems of this kind must inevitably
transcend the scope of any conceivable cartel policy if
the latter is understood in the narrow sense of measures
gpecificelly concerned with cartels and their prectices,
But since fallure to cope with such problems must Jeopard-
ize the success of international policy toward cartels,
emphasis of -the importance of solving, or et least alding
in the eolutlion of this very important range of problems
18 regnrded as a legitimate adjunct to a cartel program,
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3. co of Oartelization ae a Remedy
2or Bulince st Brerts Diedon il

Countries are frequently confronted with a difficult
problem in the form of serious unbalance in their inter-
_ national paymente position. It is sometimes alleged in
: support of cartels that they provide a useful and effec-

tive device to aesist in the solution of this problem,
Ae a general proposition, this su geetion 1s not persua-
8ive because in most cases there Es little reason to be-
lieve that cartels have contributed much to the solution
ef such probleme. Even with regard to a eingle commodity,
A cartel arrangement beneficial to the paymente poeition
of one country 1s likely to be detrimental to that of
another., Hence, the more generally the cartel system ie
applied to commodities moving in international trade, the
less 1likely it 418 that any single country will derive -
important benefite from it, What is gained in the way of
higher prices for exports is likely to be offset, at least
in part, and perhaps more than offeet, by higher p*ices
for importe, Furthermore, it seems clear that cartels
inhibit the over-all expansion of trade and employment
which alone can provide the necessary background for a
general solution of the complicated and interdependent
_balance of payments probleme of all the countries which
make the international economy, Nevertheless, where a
country's balance of payments 18 largely dependent upon a
gingle commodity, and through nartefi:atian the exleting
export market for thie commodity hae been protected, the
dleappeerance of the eartel may lnvolve difficulties in
the incernational payment position of the country. Under
such circumstances it may be desirable for bther govern-
ménts to provide temporary aid in financing imports and to
::;iat in the development of alternative national under-
Ngs. : g

C. Intergovernmental Agreemente

Prohibitlon of restrictive private agreemente in
international trade will doubtless call forth increased
businese pressure upon governments to enter into re-

strictive agreements similar intheir effecte to those |
which would otherwise have been privately negotiated, It |
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should be recognized that under certain presoribed
conditions still to be formulated intergovernmental
agreements inveolving the regulation of trade or production
in reepect of certain commodities may be warranted.

I1I. RECOMMENDATIONS CONCERNING A CARTEL PROGRAM

The foregoing discussion guggests that, in the ab-
sence of a constructive program, verious types of indus-
trial maledjustment may generate strong pressure for in-
ternatipnal cartels either with ar without governmental
supervision. In some circles there is a tendency to
believe thet, under governmental gupervision, international
cartels might be converted into useful instruments of pub-
lie policy capable of dealing effectively with the indus-
trial malad)ustments under consideration, This belief
must be rejected. The European experience of cartel regu-
lation has been both extensive and unhappy. Attempts in
various countries at governmental control of business
policies with respect to production and price have revealed
a strong tendency for the principles and aims of the regu-
lated group to become those of the regulating authority.
In the international fleld, where the added possibility
exliete of playing governments off agalnst each other,
There can be little doubt that government regulation would
be even less effective. It does not, therefore, appear
practicable to set up a cartel program in terms of regu-
lating certain practices while encouraging cartels to pro-
ceed along constructive lines.

It 1s, in fact, neceesary to attack the problem from
another angle. The most promising approach 1s believed
to include the following steps: nfal a series of measures
designed to eliminate restrictive cartel practices in in-
ternational trade; (b) provision for research on a basis
which will make a larger portion of new technology widely
avallable for business use; and (c) provision for govern-
mentally originated and controlled agreemente in certain
cases in which the public interest requires limitation or
regulation of world trade.

These three suggested stepe are considered below,
and appropriate machinery for action is briefly suggested.

This
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f: State Dopt. Letter, 1-1°.72

. Schaable Datell] R_a
Personal & i A i ?9‘?3

September 20, 1044

NEMORANDUM FOR
THE SECRETARY OF STATE

I hope much that in making your plans, you
will arrange to go on the air about twice between
now and eleotion day. The ocoun needs some of
::u:. :ln.r thinking and needs to have it kept up

8.

It 1s my thought that I would make one
speech between now and eleotlon dey on foreign
poliey and I would be -t-mllr.gohm Af you
would have prepared for me a dr showing:

(1) What we have done in the past to promote
peace in the world.

(2) 'I‘l‘:::dn have done to promote internstional
..

(3) MHow we tried to keep our own peace after
::::f wer attaoked, and before Pearl
r.

(4¢) Some of the specific steps taken by the
Republioan leaders to blook our efforts
in all these things.

(6) ‘'The ateps we have taken for the future peace
of the world in the past two years.

(6) The prospeots of a permanent international
peace in the future.

It is my thought that if you could outline
what you would say in your two speeches and what
you t I should say, the three of them will
ot contlios, I3 ssems lo ae Bt shie 18"
prao way o " » need no
tell that m.f{:- say will have very great
welght both in the later peace prooesedings and
in our own eleotion. 2. 0. R



THE WHITE HOUSE
WASHINGTON

September 23, 1944

FOR PRESIDENT

Some day before eleotion
it 1s possible that you will want
to deliver a full-dress speech on
foreign policy, eto.

Against such possibility,
I think it will be a good idea if
you will send the attached memo
to Secretary Hull suggesting that
they get a draft up for possible

4

8. I. R.



THE WHITE HOUSE
Fersonal and WASHINGTON

September 23, 1944

MEMORANDUM FOR
THE SECRETARY OF STATE

I may wish to make a full-dreés speech

on forelgn policy some time in the/campaign.,

I wish you would have prepgred, there-
fore, a draft showing:

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

the past to

(2) What we have done to promote inter-
national trade.

(3) How we tried to keep our own peace
after Poland was attackedl.

(4) Some of the gpecific steps taken
by the Republican leadgrs to block our efforts
in international tradg and International
peace.

(5) The steps we have taken for the
future peace of the/world, including (a) all
the international gonferences and what they
accomplished, and Ab) what is being accom-
plished at Dumbargfon Oaks.

(6) The ospects of permanent inter-
national peace In the future.

DZCLASSIFIED F. D. R.
By Deputy Archivist of the U.S.

By W. J. Stewart Dnt#_ﬁlﬂ_ﬂ__
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@/ﬁ" //-/ September 29, 1044
i

MEMORANDUN FOR
THE SECRETARY OF STATE

I do not think that an the present stage
any good purpose would be served by having the
State Department or any other department sound
out the tieh and Russian views on the ftreat-
ment of German industry. Most certainly 1t
ghould not be taken up with the European Advisory
Commission which, in a case like thie, 18 on a
tertiary and not even a seoondary level.

The real nub of the situation is %o keep
Britain from going into complete bankruptoy at
the end of the war.

Somebody has been talking not only out
of turn to the papers or on facts whioh are not
fundamentally ftrus.

No one wants %o make Germany a wholly
sgriocultural natidn again, and yet somebody down
the 1ine has handed this out to the press. 1
wish we oould oatoh and chastise him.

You know that before the war Germany was
not only building up war manufacture, but was
aleo building up eno of a foreign trade %o
finanoe re-arming suffiolently and still maintaln
snough international coredit to keep out of inter-

national bankruptoy.

I just oan mot go along with the idea of
seeing the British empire oollapse finanolially,
and Germany at the same time bullding up a poten-
tial re-armament maghine to make another war
possible in twenty yeard. Mere inapection of
plants will not prevent that.



-

But no one wants "complete eradioation
of German industrial produotive capscity in the
Ruhr and h“.l

It 18 pomsible, however, in those two
particular areass to enforoe rather ocomplete
oontrols. Also, i1t must not be forgotten that
outelde of the fluhr and Bapr, Germany has many
tf_m areas and faollitlies for turning out

Arge axports.

In regard to the Boviet government, 1t
is true that we have no idea as yet what they
have in mind, but we have to remember that in
their occoupled territory they will do more or
leas what they wish. We ocannot afford to get
into a poeltion of merely recording protests
on our part unless there is some chanoce of some
of the protests being heeded.

I do not intend by thie to break off or
delay negotiations with the Soviet government
over lend-lease elther on the oontraoct basie or
on the proposed Fourth Protoocol basias. This,
however, doee not immediately conoern the Uerman
industrial future.

F. D. R.
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DEPARTMENT OF BTATE
WABHINGTON

October 10, 194k

MEMORANDUM FOR THE PRESIDENT

of Germsny which I left with you on October 1, 1904,

) I enclose a copy of a telegram of October T, i -
which has been received from Ambassador Winent in
London, in which he emphasizes the absolute neceaslty

l for him to recelve pollcy guldance from thls Govern-

) |
Heferring to the memorandum on the Lreatment 1

ment if his negotiations in the European Advisory Com-
mission are to be effective, and the very embarrasaling
gituation in which he is now placed by reason of the

| delays in receiving instructions on the posltion af
this Government on important pending mattera.

It will be possible for the State Department and
other agencies concerned to glve him this guidance in *
tne detalled manner he needs if we could know whether
you are in agreement with the general policy statements
set forth in the memorandum which I left with you on
7 October 1, 'a copy of which is attached for your con-
venlence.

nnalmurau >

1. Co =]

Sap 29, 1%} k
2, Copy of on'

8liA5, October T, 1;1|l|..

DECLASSIFIED
¥ gState Dept. letter, 1-11-T2




THE WHITE HOUSE
WASHINGTON
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rinted 1 H:*r_}_—.- Relatio t nited Sl beevrm I/
States, 19045, Vol, I, Gene al,7 T
DEPARTMENT OF STATE
2 WASHINGTON
MEMORANDUM FOR THE PRESIDENT

The Cabinet Committee has not been able to agree

4 upon a statement of Amerlcan poliey for the poet-war
treatment of Germany. The memorandum presented by the
Secretary of the Treasury 1g declidedly at varlance wlth
the views developed in the E8tate Department. In the -
4 meantime, I have received your memorandum of September 185,

with the statements of viewe respecting the Ruhr, BSaar,
etc., and the conversion of Germany into an agricultural
and pastoral country, which was formulated at Quebec.
This memorandum seems to reflect largely the opinlons of
the SBecretary of the Treasury in the treatment to be ac-
corded Germany. I feel that I ghould therefore submit
to you the line of thought that has been developing in
the State Department on this matter.

b e e cans

The instrument of unconditional surrender of Germany
has been recommended by the European Advigory Commisslon
and has been formally approved by this Government. It 1s
anticipated that British and Russlan approval will be
fortheoming. The question of the American and Britieh
zones of occupation was, according to your memorandum,
worked out at Quebec and there will presumably be no more
ditriuults over this matter. In the meantime, the Eurcpean
Advisory Commission is going ahead on plans for a tri-
partite control machinery and military government for Ger-
many during the occupation periocd. All three governments
have submitted proposals which are similar 1n thelr genersl
outline., The American propcsal contemplates a Supreme
Authority consisting of the three Commanding Generals of
the U,8., the U.K, and the U.8.8.R., which would coordinate
Allied ocontrol of Germany and supervise such centralized
governmental functione and economic activities as the

three
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three powers deem essential. A Control Oounoil, ecompoaed
ef repreeentatives in equal numbers from esch of the three
Allied Governments, would be established by the Bupreme
Allied Authority and will coordinate the administration of
military government throughout Germany, Ineluding detalled
Ehnn.tng for the exeoutlion of directives received from the
hree governments. We eaxpect to have & recommended plan
;ntthil from the Eurcpean Advisory Commission in the near
uture.

501 _, ey ar Whie
BEh Folioy Becisione Wuot Be

The fundamental question to be deplded 1s what kind
of a Germany we want and what policy should be put into
effect during ococoupation to attaln our objeotives. The
most lmportant of these problems are set forth below with
an explanation of the S8tate Department's views. It ghould
be emphasized, however, that these cbjeotives will have to
be worked out with our Er!.nulpll Allies if they are to be

applied throughout the Oerman Halgh.
(a) .« The complete dissolu-
tion of all armed ferces and all Nazl military, para-

military and police organizations, and the deatruction or
lurﬂpiug of all arms, ammunition and lmplements of war
should be effected, i'uﬂh-r manufaoture in Germany of armas,
ammunition and implements of war should be prohibited.

(v)

. e Hargl Party should be immediately dis-
golved. L] ups of partleularly oblectlonable elementes,
il‘glul.ll].x 8 and the Gestapo, should be arrested anpd
interned and war criminals should be tried and, if found

1ty, exeouted, Aotive party members should be exoluded
rom political or olvil activity and subjeoct to a number of
restriotions. All laws Mnriumting agalnet perscns on
grounds of race, color, oreed or politlcal opinien should
be annulled.

(o) Ext

ok

o u-

e the purposs
or simllar teachinga. .

should be e or the purpose of eliminating all
Nazl influence and propaganda,

(s) Mo
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(e) Eﬁ:g;r;nn goould be taken on the possible marti-
as disgtingulshed from territoriael amputa-
tions) until we see what the internal situation 1g and what

is the attitude of our prinoipal Allles on this question.

We should encourage a decentralization of the German govern-
mental strusture and if any tendencles toward epontaneous
partition of Germany arlse they should not be digoouraged,

(r) h%ﬂﬂﬂmml The primary and continuing
objlectives of our esonomic pnli?y are: (1) to render Germany
ineapable of waging war, and (2) to eliminate permanently

German economie domination of Europe. A shorter term ob-
Jeetlve le to require the performance by Germany of mote of
;u:ti‘tut!.nn and reparation for injuries done to the United
atlona.

To mchieve the first two objeotives, it will be #sEen—
tial (1) to destroy all factories incepable of sonversion
to penceful purposes and to prevent thelr reconstrustlon,
{2) to enforce the conversion of all other plants, ?ﬁ to
eliminate self-sufficiency by imposing reforms that will
make Germany dependent upon world markets, (4) to establish
eontrole over forelgn trade and key industries for the pur-
pose of preventing German rearmament, and (5) to eliminate
the poepition of power of large industrialiets and land-owners.

This Bovernment has 1ittle direct interest in optaining
reparaticns from Germany and no interest in building up

n &oono in order to oollect continuing reparations.
However, the U.8.8.R, and a number of other atates which
have been victime of German destruction and exploltation
may press claims for German production and labor servics
for rebabllitatlon and oconstruction.

Exteneive controle over industry and forelgn trade
will be essential during the immediate period of demilitari-
zatlion and dismantlement, as well as durl.:? the period of
reparations. After thie phase, a systes control and
supervision of German industry and trade will have to be
worked out in the light of world securlty developments.
This system should be of such a charmcter that the viotor
powers will be able and willing to enforce 1t over & son-
siderable period,

It 1s of the highest rtance that the standard of
living of the German pecple the early years be such as
to lrrguthm' to them that they have lost the war and to
impress on them that they must abandon all their pretentious
theories that they are a superior race oreated to Eovern the
world, Through lack of luxuries we may temch them that war

e Y
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DEPARTMENT OF BTATE
WABHINGTON

September 30, 1944.

MERMORANDUM FOR THE PRESIDEN?

You will recall my memorandum of September 2, 1944,
suggeeting that you urge upon Mr. Churchill the early
resumption of conversatione on economic polioy, and my memoran—
dum of Beptember 8th streseing the fundamental importance
of prediocating the extension of financial assistance,
whether through lend-lease or otherwise to Great Britain
during phase two, upon the adoption by the British Government
of sound economic policles designed to revive the flow of
international trade.

Your memorandum of SBeptember 15th indlcated that you had
substantially agreed to Mr. Churchill's request for some six-
and-a-half billion dollars of lend-lease ald during the first
year of phase twe but it did not mention any disocussion of
economic poliey or any policy commitments on the part of the
British Government.

On Beptember 17th I accordingly urged you to make eclear ,
to Mr. Churchill that one of the primary factors in conneo= 5
tion with phase two of lend-lease, in excess of the strategle
needs of the Paolflie war, would be the soundnese of the
economic poliey adopted by Great Britain.

I have Just learned that Lord Keynee is now en route to
this country to be avallable to discuss the finanecial situation

of the United Kingdom Government.

As the Committee speocified in your memorandum of Beptember
15th has already begun discussions with the British and in view
of Lord Keynes' impending arrival in this ocountry, it is
important that we know what you said to Mr. Churchill, either
at Quebeo or Hyde Park, along the lines I suggested. It 1is
also important to know whether you consider your ement with
the Prime Minister to cover the extension of lend-lease ald to
the specific figure of $6,500,000,000 or whether you intended
that lend-lease aid should be based upon speocific gross needs
rather than upon the proportion, as Mr. Churchill had suggested,

of




of British industry which might be converted to peace-time
produstion,

Perhaps 1t would be useful if I summarized briefly at this
point the lend-lease problem as I see it and what my assoolates
and I in the Department of State have been trying to do. Boon
after we began to furnish lend-lease assistance to Great Britain
under the Aot of Mareh 11, 1941, 1t became apparent that the
volume of such assigtance would have to be on such a large
ecale that there could be no question of the British Government's
repaying us in full either in money or in goods. We had fresh
in our minds the world war debts problem. We knew that even if
the British could produce the goode te repay us it would not
be possible for the United Btates to accept thems On February 23,
1942 we therefore conoluded an eement with the British
Government on the prinoiples ying to mutual aide. That
agreement was necessarily a preliminary one since as was
recognized the final determination of the terms and conditions
under which the United Kingdom received such aid and of the
benefits to be received by the United Btates in return therefor
"should be deferred until the extent of the defense aid 1is
known and the progress of events makes olearer the final terms
and conditions and benefits which will be in the mutual
interests" of the two countries and will promote the establicsh-
ment and maintenance of world peace.

The heart of the agreement was of course Artiele VI which
I quote in full for ready referencet

"In the final determination of the benefits to be
provided to the United Btates of Amerioca by the Government
of the United Kingdom in return for ald furnished under
the Aot of Oongress of Mareh 11, 1941, the terme and eon-
ditions thereof shall be such as not to burden OOmMEErce
between the two countries, but to promote mutually advan-
tagetms economic relations between them and the betterment
of world-wide eoconomio relations. To that end, they shall
ineclude provieion for agreed astion by the United States
of America and the United Kingdom, open to participation
by all other countries of like mind, direoted to the
expansgion, by appropriate international and domestie
measures, of production, employment, and the exchange
and congumption of goode, which are the material foundations
of the liberty and welfare of all peoples; to the elimina-
tion of all forms of discriminatory treatment in interna-
tional commerce, and to the reduction of tariffs and other
trade barriers; and, in general, to the attainment of all

the
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the economie objeotives set forth in the Joint Declarationm

made on at 12, 1641, by the Presldent of the United
Btates of erlea and the Prime Minister of the United
Kingdom.

"At an early convenient date, oconversations shall
be begun between the two Governmentes with a view to
determining, in the light of governing economie conditions,
the best means of attaining the above-stated objlectlves
by their own agreed action and of Itnking the agreed
action of other like-minded Governments.

By the time we undertook the negotiation of this agreement
it was clear to me that the prinoipal benefits which we might.
expeot to obtain lay in the field desoribed in Artiocle VII. The
United Btates does not need nor desire any cession of territory
from the United Kingdom. The program set forth in Article VII
impressed me as being one indispensable to oconditions in whioch
world peace could survive. I felt then and I feel now that no
oolleotive system of seourity oan be expeoted to work unless
adequate measures are taken in the field of world economics to
hold out hope of a tolerable standard of living te all peoples.

You will reoall the diffioulties which we had in getting
the British Government to agree to Artiole VII. It was your
interoeseion with Mr. Churchill at the last moment whioh finally
persuaded him to take the British Cabinet along with him in
assuming this ocommitment. Unfortunately the commitment
was necessarily indefinite. It would perhaps be better %o
desoribe 1t as a statement of an agreement on objJective
without a binding commitment as to the ways and means by
which the objeotive would be reslized.

I attached very real importance to this whole questlion
because of a number of disturbing trends which were vislble
throughout the world under war-time conditions. One of these
was an emotional tendenoy, which I fear may be capable of being
translated into gurmn;nl sotion toward the extension,
rather than the ourtallment, of Imperial preference. This was
doubtless due to an appreciation in the United Kingdom of
the extent and degree to which the Dominions and the Colonial
Possesslons supported the home country in the war effort.
Another thing whioh disturbed me was the frank advoecacy in
Great Britain, even on the part of some British offlelals
that Britain's post-war commercial policy should be based on
dieoriminatory bilateral agreements. This was the method of

Hitler
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Hitler and the totalitarians. It didn't work for Germany
and we know that it won't work for Britain or any other

country.

You will recall that in September and October of last
year we had confidential conversations at the expert level
with representatives of the British Government on the
objective set forth in Article VII. We made considerable
Progress in our discussion with the British experts, It
wWas hoped that we would be able to resume these conversations
in Fe 1944, This was not possible, however, because
the British experts ran into difficulties at the Gabine:
level. In other words the British Cabinet as recently as
April of this year was reluctant to go forward even with
expert discussions on the program set forth in Article VII
sinee wers not able to reach agreement among themselves
as to whether wanted to proceed in the direction laid
down in Article .

Naturally we don't know at this time the extent to

which publiec opinion and Congress will support a program

for the reduction of trade barriers, which in my opinion

is indispensable to world peace. I:'nt is important, however,
is that the British Govermment agree that they will

not be the obstacle if we are prepared to move aleng in

that direction. In other words they should be prepared to
g0 along with us to the extent that we find 1t possible to
prﬂutdi and they should make it easier, not harder, for

us politically.

My associates and I have endeavored at all times to

keep before the British Government not only their ebligation
under Article VII to proceed with us in the formulation of
& program but to 88 upon them the desirability from
the standpoint of British Commonwealth itself and
general world conditions in do so. Richard Law informed
me about six weeks ago that his Government would be pre=
i'"l to resume the Article VII discussions in London

in the autumn", In the meantime our e 8 have been
hard at work on the formulation of de tive proposals.
In a few weeks I hope that it will be possible for me to
lay these proposals before you and to discuss them with
you. My sug ltionwuldhthtnmtpmudmrnim
with the :I.q:f:-ntnt:l.nn of plans for lend-lease aid in phase
two beyond the direct strategic needs of the Pacific war until
We are able to ascertain a little more ¢learly the attitude of
the British on these commercial policy questions above referred

I pointed out in my memorandum to you of September 8th

it
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it seems to me that it is in the interests of the people of
the United States that we extend such credits and other
financial assistance to the United Kingdom that may be neces-
sary to reconstitute and restore what has been traditionally
the largest market for American goods. We must, however,
bear in mind that the United Kingdom cannot again become
either a good credit risk or the largest market for American
goods unless she follows a sound commercial policy designed
to increase the flow of international trade.

Another advantage of proceeding cautiously with the
implementation of the plans for the non-military part of
phase two of lend-lease is the Argentine situation where, as
you know, we are not réceiving that measure of British
mptntiun which is essential.

< A
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DEPARTMENT OF BTATE
WABHINGTON

S — Cctober 2, 1944

— e

MEMORANDUM FOR ITHE PRESIDENT

I refer to our conversation Yesterday and to the
memorandum whioch I hended you in which I put on paper
some te in conneotion with the recent discussions
with Mr, chill and other British officials in regard
to lend-lease assiestance to be extended to Great Brig;lu
after the defeat of Germany and before the defeat of
Japan. For reference purposes I enclose a copy of that
memorandum,

Our guiding thought has been that the problem of
provieion of finanolsl assistance to Great Britain beyond
direot military requirements 1s an integral part of our
most baele foreign polioy. Hence I believe that the
negotiations now under way on this subject ghould not be
divoroed from the discussion of other extremely important
matters, some of which are set forth in the accompanying
memorandum, and that no final decisions should be resched
in connection with this aspect of lend-lease assistance
independently of an adequate olarificztion of these other
matters.

I am afrald, therefore, that we are courting disaster
unlese the whole subject ie handled as a matter of forelign
poliey rather than solely or predominantly a matter of
finanoces

The operatione agency in lend-lease matters is the Forelgn
Economiec Administration. Naturally there are important
finaneial considerations on which the Treasury Department
should be consulted and ooncerning which their advice and
aselatanece 18 of at importance. BSinee this question is of
fundamental importance in our foreign polioy it seems to me
as I pointed out to you yesterday, that it should be lntulli:

handled
DECLASSIVIRD
Btate Dept. Laetter, 1.11-72
MAR 3 1972

By J. Scheuble Date_ " _ “
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handled by the Department of State, with the advioce and
asslstance of Forelgn Eoonomic Administration, the Treasury
Department and other agencies of the Government that are
concerned, in accordance with our oustomary procedure in
dealing with such questionss I should be glad if you would
let me know whether this meets with your approval.

Enclosure}
Memorandum for the
President, dated
Beptember 30, 1644.







COPY
Beptember 30, 1044,

MEMORANDUM FOR IHE PRESIDENT

You will recall my memorandum of September 2, 1944,
suggesting that you urge upon Mr. “hurchill the early
resumption of conversations on economic policy, and my memoran-
dum of Beptember 8th stressing the fundamentsl importance
of predlcating the extension of finanecisl assistance,
whether through lend-lease or otherwise to Great Britain
during phase two, upon the adoption by the British Government
of sound economic policles designed to revive the flow of
international trade.

Your memorandum of Euptalhnr 16th indicated that you had
substantially agreed to Mr. Churchill's request for some six-
and-a-half billion dollars of lend-lease ald during the first
year of phase two but 1t did not mention any disecussion of
economic poliey or any policy commitments on the part of the
British Government.

On Beptember 17th I accordingly urged you to make oclear
to Mr. Churchill that one of the primary factors in connec-
tion with phase two of lend-lease, in excess of the strategile
needs of the Pacific war, would be the soundness of the
economic policy adopted by Great Britain.

I have Just learned that Lord Keynes is now en route to
thle country to be avallable to diecuss the finanelal situation
of the United Kingdom Government.

Ag the Committee specified in your memorandum of September
15th has already begun discussions with the British and in view
of Lord Keynes' impending arrival in thie country, 1t 1is
important that we know what you saild to Mr, Churchill, either
at Quebeo or Hyde Park, along the linees I suggested. It is
aleo important to know whether you conslder your agreement with
the Prime Minigter to cover the extension of lend-lease ald to
the speeifie figure of $6,500,000,000 or whether you intended
that lend-lease ald should be based upon specifie grose needs
rather than upon the propertion, as Mr. Churchill had suggested,
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of British industry which might be converted to peace-time
production.

Perhape 1t would be useful if I summarized briefly at this
point the lend-lease problem as I see it and what my assoolates
and I in the Department of State have been trying to dos, BSoon
after we began to furnish lend-lease assistance to COreat Britain
under the Act of March 11, 1941, it became apparent that the
volume of such assistance would have to be on such a large
eoale that there could be no question of the British Government's
repaying us in full either in money or in goodse We had fresh
in our minds the world war debts problem. We knew that even if
the British could produce the goods to repay us it would not
be possible for the United Btates to accept them. On February 23,
1942 we therefore conoluded an eement with the British
Government on the principles applying to mutusl aid. That
agreement was necessarily a preliminary one since as was
recognized the final determination of the terms and conditions
under which the United Kingdom received sueh ald and of the
benefits to be received by the United States in return therefor
"should be deferred until the extent of the defense aid is
known and the progress of events makes clearer the final terms
and oonditions and benefits which will be in the mutual
interests" of the two countries and will promote the establighe
ment and maintenance of world peace.

The heart of the agreement was of course Artiocle VII which
I quote in full for ready reference!

"In the final determination of the bensfite to be
provided to the United States of America by the Government
of the United Kingdom in return for aid furnished under
the Act of Congress of March 11, 1941, the terms and con-
ditions thereof shall be such as not to burden commerse
between the two countries, but to promote mutually advan-
tageous economic relations between them and the betterment
of world-wide eoconomic relations. To that end, they shall
include provision for agreed actlon by the United Btates
of America and the United Kingdom, open to participation
by all other countries of like mind, directed to the
expaneion, by appropriate internationsl and dogiestio
measures, of production, employment, and the exchange
and consumption of goods, which are the material foundations

of the liberty and welfare of all peoples; to the elimina-
tion of all forms of diseriminatory treatment in interna-
tional commerce, and to the reduction of tariffs and other
trade barriers; and, in general, to the attainment of all

the
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the economio objectives set forth in the Joint Declaration
made on 1ufu-t 12, 1941, by the President of the United
:::;;: of Ameriea and the Prime Minister of the United

OMs

"At an early convenient date, conversations shall
be begun between the two Governments with a view te
determining, in the light of governing economie oondi tions,
the best means of attaining the above-stated obJjectives
by their own agreed action and of -aeking the agreed
aotion of other like-minded Governmenta.

By the time we undertook the negotiation of this agreement
1t was clear to me that the principal benefits which we might
expect to obtaln lay in the field desoribed in Artisle VII. The
United States does not need nor desire any cession of territory
from the United Kingdom. The program set forth in Artiele VII
impressed me as being one indispensable to econditions in which
world peace could survive. I felt then and I feel now that no
collective system of seourity can be expeoted to work unless
adequate measures are taken in the field of world economice to
hold out hope of a tolerable standard of living to all peopless

You will recall the difficulties which we had in getting
the British Government to agree to Article VII. It was your
intercession with Mr. Churchill at the last moment which finally
persuaded him to take the British Cabinet along with him in
assuming this: commitmente Unfortunately the commitment
was neoegsarlily indefinite. It would perhsps be better to
desoribe it as a statement of an agreement on objective
without a binding commitment as to the ways and means by
which the objeotive would be realized.

I attached very real importance to this whole question
because of a number of disturbing trends which were visible
throughout the world under war-time conditionse. One of these
was an emotional tendenoy, which I fear may be capable of being
translated into governmental action toward the extension,
rather than the ourtailment, of Imperial preference. This was
doubtless due to an appreciation in the United Kingdom of
the extent and degree to which the Dominions and the Colonial
Possesslons supported the home ecountry in the war effort.
Another thing whioh disturbed me was the frank advoeaoy in
Great Britain, even on the part of some British officials
that Britain's post-war commereial poliey should be based on
diseriminatory bilateral agreements. This was the method of

Hitler
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Hitler and the totalitarians. It didn't work for Germany
and we know that 1t won't work for Britaim or any other
country.

You will recall that in Beptember and Ootober of last
year we had confidential conversations at the expert level
with representatives of the British Government on the
objective set forth in Artiele VII, We made considerable
progress in our disocussion with the British experts. It
was_hoped that we would be able to resume these conversations
in February 1944. This was not possible, however, because
the British experts ran into diffioculties at the Cabinet
levels In other worde the British Cabinet as recently as
April of this year was reluctant to go forward even with
expert discussions on the program get forth in Artiele VII
sinoe they were not able to reach agreement among themselves
as to whether they wanted to proceed in the direotion laid
down in Artiecle VII.

Naturally we don't know at this time the extent to
which publie opinion and Congrees will support a program
for the reduction of trade barriers, which in my epinion
ie indispensable to world peace. What is important, however,
les that the Britiesh CGovernment agree now that they will
not be the obstacle 1f we are prepared to move along in
that direotion. In other words they should be prepared to
go along with us to the extent that we find it poesible to
prooceed, and they should make it easler, not harder, for
us politically.

My assoolates and I have endeavered at all times to
keep before the British Government not only their obligation
under Artiele VII to proceed with us in the formulation of
a program but to impress upon them the desirability from
the standpoint of the British Commenwealth iteself and
general world conditions in doing so. Richard Law informed
me about six weeks that hise vernment would be pre-
pared to resume the Article VII discussione in London
"in the autumn", In the meantime our experts have been
hard at work on the formulation of definitive proposals.
In a few weeks I hope that 1t will be poseible for me to
lay these proposals before you and to disouss them with
yous My suggestion would be that we not proceed too rapidly
with the implementation of plans for lend-lease aid in phase
two beyond the direot |trntqfin needs of the Pacifiec war until
we are able to ascertain a little more elearly the attitude of
the British on these commereial polioy questions above referred
tos As I pointed out in my memorandum to you of EBeptember 8th

it
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it seems to me that 1t 1s in the interests of the people of
the United Statee that we extend such eredits and other
finanelal aseistance to the United Kingdom that may be neces-
sary %o reconstitute and restore what has been traditionally
the largest market for American goods. We must, however,
bear in mind that the United Kingdom eannot again become
elther a good credit risk or the largest market for American
goodes unless she follows a sound commercial policy deeigned
to inorease the flow of international trade.

Another advantage of proceeding cautiously with the
implementation of the plane for the non-military part of
rhase two of lend-lease is the Argentine situation where, as
you know, we are not recelving that measure of British
sooperatien which 1e essential,
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a breakwater. 1 think that the
United Nations should be in a
ition to s on & cations
the Allied nations for these
for the definite and specific
of sinking the= as break-
waters to lmprove or create safe
. It is rather a nice
to use them for
peaceful purposes.

in any such caBes, the ships

be sunk at a desigonated

place as quickly as possible and

under the eyes of & Onited Nations!

Committee. Once sunk 1t would Le

&m impossible to ralse
and restore them to war

purposes.

F. D. B.
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DEPARTHMENT OF BTATE
WASHINGTON

“ Qctober 11, 1944

MISIORANDUX FOR THE PRESIDENT

Heferring to my memorandum of Beptember 9, 1944,
:uﬂumunmm, gubmitting for your oon-
sidsration & u{: of & letter from the Joint Chiefs of
Staff, which sets forth their views with respsot to the
ultimate disposition of the German fleet, I should be
grateful for your views thareon.

This matter has arisen rm in connesotion with
the general question of the sposal of enemy equip-
ment mogquired as & result of the collapse or surrender
of Gsrmany and the Joint Ohlefs of Btaff have requested
that their views be transmitted to Aabassader Winant
in London for his guidmos in negotiations with the
British and Boviet representatives in the European
Advigory Commisslon.

Hemorandus &8
stated with

enslosure.

Hate Dyt Ledter, LILTE
A sans AR “@/ﬁ



Bepteaber 9, 1544

I attach a Y of & letter from the Joint Chiefs
of Btarr wm their views rexpeating the

1 should alse point out, however, that if the
first alternative o the Joint Chiefs of Btaff 1
&dopted 1t would exolude the necessity of baving to
oonslder olaims for units of the German flest by the
other United Nations or tha Frengh,

From Joint Ohiefs of Starr
Beptember 4, 1944, y

DECLASITFIH)
Biste Doyt Latior, 11172
By . Schasbie Dase_MAR

g 1972
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THE JOINT CHIEFS OF BTAFF
¥Washington 28, D, 0,

4 Beptember 1644

Oordell Hull,
Baoretary of Btate,
Washingto

n, D.C,
My dear Mr, Beoretary!

It is understood that the immediate dlsposition of
unite of the German fleet in connection with the imposi-
tion of surrender terms the defeat of Germany 1s
presently under advisement in the Eurcpean Mﬂur{lﬂn—
migsion, and that it has been tentatively agreed that
the 'I.Hi.il'u disposition of the units of the Cerman fleet
will be & matter for deolaslon by the governments of the
United Nations concerned,

It ia the view of the Joint Chiefa of Btaff that,
exoept for the retentlon of & limited mumber of ships for
experimsntal and h.lt.xlmnl, the German flest should
e completely destroyed,

In the event that t cannot be reaghed with
the Aussisns and the British on this basias, the United
Btates should press for elither:

8, A one-third ghare of each category of shipa
in the German fleet; or,

- ement that all ital m;:; such as battle—
s, pocket battleshipe and vy orulsers,
and submarines be destroyed, while smaller oraft
and more lightly armed vessels be shared squally
by the United BStates, Russia, and Great Britain,

Binoersly yours,
For the Joilnt Chiefas of Btaff!
muu'n. 'u:m
Ohlef of Btaff to
Oommander in Chief of the Army and Navy

DECLASSIFIED
JOE momo, l-4-Td

By RHP, NLR, Dute FEB 191974
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DEPARTMENT OF BTATE
WABHINGTON
Cctober 19, 1944

MEMORANDUM FOR THE PRESIDENT
Proposal on Internatlonal Commodity Arrangements

Thers ls transmitted herewlth a report on interna-
tlonal commodity arrangements which has been approved by
the Executive Committes on Economic Forelgn Polley. As
indicated in the cover summary, the report recommends
the establlshment of an international commodlty organi-
tatlion for fecllitating cooperatlon among governments in
dealing with commodity problems of world scope, such as
those presented by cotton, sugar, and wheat. It also
recommends the establishment of &n international code
of princliples for governing, under the supervisien of
that organization, the negotlation, provialons, and
operation of inter-governmental agresments in respect
of partlcular commodities.

With reference to the question of the place of an
international commodity organization in the fremework of
world economie organization, the Executlve Committes de-
clded to defer consideration until a later date at which
time the subject will be considered as pert of the gensral
problem of world economic organization.

I am favorably diasposed to the report ms a whols
sspeclally as & basls for further discussions, 1f you
conour, th the Governments of the United Kingdom and
Canada, end alaso with the governments of other countriss.

DRECLASSTFTRD
Enclosure; Btate Dept, Lotiar, 11078

| &
Secret doo . By 3 Beausis et MAR . 3 1972
E{“ )

number D=

attachmen



1lnrh¢#thu“rnﬁ- approved the President ether
coples of reports as attgche . nhn-?tn the !:mh;rt:; mu':t;}u,fu.

ShoaET C M

2

MLMORANLUM FOR THE PRESILUERT
Proposal on Internatlonal Uommodlity Arrangements

Cotober 19, 1944

There is transsitted herewith & report on interna-
tional commodity arrsagements whlch has been lﬂum by
the Lxecutive Committee on Loonoulc Forelgn Pollcy. As

indicated in the cover , the report recomaends
the establishment of an internat 1 commodlty ergani-

sation for [fscilitating ratlion emony governments in
dealing with commodity of world scope, such &s

those presented Ly cotton, sugsr, and wheat, it also

recommends the eatablishment of an international code
of principles for gove under the supervision of
that organisation, the negotiation, provislons, and
operst of lnter-governmental agreementes in respect
of partloular o ties.

with refersnce to the gqueation of the plece of an
international commodlty organisatlon ln the framework of
world economic organisation, the Executive Committee de-
clded to defer consideration until a later date at whlch
time the subject will be consldered ss part of the genersl
problem of world esonomlic organisation.

- 1 am favorably disposed to the report s&s & whole -
espec as & basls fer further dlscusslons, 1f you
concur, with the Jovernments of the United Lingdom and
Cenada, and also with the jovermments of other countries.
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I

Introduction

Internationel buffer stocks are stocks of commodities
owned or otherwise controlled by an international orgenlza-
tion. Purchaee and sale or cther controls of such commodities
would be designed to exert m etabilizing influence on prices
end incomes to producers, make for a more even flov of com-
medltier to consumers, and contribute to etability in the
world economy in general. In presenting this revort, the
subcommittee which hes been sssigned the tegk of studyving
the poseibilities and limitetione of buffer stocks desires
to make a few nreliminarv cbservetions sbout the manner in
vhich 1t has attempted to carry out its assignment.

In September 1943 a detalled vlan for internstionsl com-
modity poliey, includinrF buffer-stock operations, weg pre-
sented informally br reoregentetives of the United Kingdom
for nurposes of discusseion. This British prevosal hess been
enelyzed in Commoditv Memorandum Mo. 8. This has been fol-
lovwed by a series nf studies on particular ohesses of the
problem of internstiona’ buffer astocks, ineluding A study on
the poproprierteness of buffer-stock onersticne rs p means
of controlling the business cyele, Memorsndum Yo. 10. In
considering thls memorendum the necegeitv of coordinating
such A nrogrem with other natione’ end international measures
designed toc moderate fluctustionse in generel businese
rctivity must be kept in view. It 418 not srsumed thet m
buffer-stock progran should necessarilv teke precedence nver
such other mepsures but rather that a broad progrem of inter-
nationel buffer-stock operatione might--epart from ite con-
tribution to the economic security of primery producers--
heve conaidereble significance in meinteining and stebilizing
the genernl level of aconomic mctivity. Furthermore, in
thies analysis but little conelderption 1ls given tn the
politica’ probleme of orgenization and operations. The firset
taslk would be to estimate what could be accomplished under
such a program, assuming thst the mepnagement could make
maximum use of its economic knovledge and wisdom without
interference from politica) pressures. Tn some extent,
hovever, the economic end political are se intertwined that
it is imorecticsble to conmider one withnut some reference
te the pther. Therefore, some mention hee been mede of the
relationship between internationa’ buffer-stock onerations
pnd netionsl economic noliciem, rnéd nolitieal sepects heve
been recognized in connemction with the dAlsoussion of generpal
vroblems of finence.

The
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The ramifiemtions end interrelationshines of the economic
phases of s broerdlv concelved internationsl buffer-atock
progrem pre such thet this report is tentatlve in chrrecter
and designed primerily to foster the continued atudy of the
problem rather than es ep definitive statement on 11 the
relavant questions which mey be reised sbout such m progranm,
Mora pracise answers to many guestions on buffer stocks must
awalt fuller anmlysis. Any internetional commodity progrem
¥hich mry be set up for the post-'ar period to give effact
to a Joint internationel commodity pollicy should be given
the responeiblility of investigeting in grester detmsil pos-
gible methods of operetion, prospective resulte and pppli-
cebility to nmarticuler commodities, and subsequently be
permitted tn initiate pnd muvervise such operstions, 1f they
ere foun® to be preotlicable and useful,

II

810k Should Aim st Zliminat-
108 Sxcensive Price

All economic goods *thich are exchanged in the market
place ere continuelly subject to the price-meking forces.
Some price chenges are smpll, short-lived, mnd erratic,
oocurring in response to minor epeculstive influences vhich
gnend thempgelves in p few dave or even p few hours. Others
are sepaonel changes vhieh teke plece with some regulerity
and are related to time of hervest, coeste of etorsge, ate.
Others ocour from semson to sesamron or from vear to yeer,
mainly due to the effect of the weather unon crop vields
and mey be on elther r large or small scele. Still others
which pre usuelly lerge pnd extend over seaverepl vesrs result
from those rises and falls in general prices, incomes, nnd
geconomic motivity vhich are known as the busineas cvele,
Finelly, some price chenges pre of a seculsr netura, These
are usuplly thought of e8 slo, long-continued chenges in
one directlon resulting perhepe from shifting dempnd due to
ineresging pooulation, trends in teste snd preference, the
growth of substitutes, pnd the like. Or they msy be the
result of feotora on the suoply elde, such ee improvemente
in the technique of production, the development of new or
the erheustion of old respurces. Priece chenges resulting
from such factors, howaver, mrv bhe reletivelv rapid.
Techniques which lower production ocoste or result in in-
cresrsed competition from subetlitutes occomelonelly take
place gwiftly. This 18 more spt to be the case with manu-
factured goods, horevar, then with rev meteriels,

Prices for primery products fluctuste much more then
do prices in genarerl, To quote m recent

report:*
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result of fpotors on the suoply 8lde, such ss improvements
in the technique of producticn, the development of new or
the exhepustion of old respurses, Prise chenges resulting
from such factorse, however, mrv he relativelv rapld,
Technigues which lower production coste or result in in-
crensed competition from subetltutes ccomslonelly teke
place swiftly. This 18 more spt to be the case with manu-
factured goods, hnvevar, then with rev materinrls,

Prices for orimary products fluctuste much more than
do prices in generrl, To quote a recent

raport:*®




3=

reporti* "uring the laat twenty veers, the nrice of
vheat and of Jute hes been helved three times within
rbout twalve months, the price of cotton thres times

in periefs of under eighteen montha. The price of copper
and of lepd wpe halved four times within periods of

two yaprs and doubled three times even more ranidly.

The price of zino was halved twige in sighteen months,

of tin twlce in twenty-four monthe; zinc and leprd Aocubled
in price three times in twn yerrs or lees; copper three
times in eighteen monthe. ©On cne pocoamlon the orice of
coffes wae helved in eilght months, on enother the price
of sugar trebled in four mentha, Between 1920 and 1933,
the prics of crude rubber flucturted betwean four cents

a pound snd twanty-five times thet smount, snd ~rs on
seversl cgcopplond doublad or helved in the eopce of &

few montha, "

It im not tha nurnose of thier renort to enalves
the remgons for the Alfferentip’ hehevior of nrices of
individusl gommofities mnd groupa of commodities in
the price aveten. Unguesationebly, however, some of the
orice chrnges in tha rew metarinl infustries Fre exoreg=-
ive pnd injurious in thet such nrice chengee lerd to
the ldleness, misdirectlion end waste of rescurces.

Primpry nroducts of pgriculture’ erigin--and these
meke up phbout B0 parcent of the wvalue of tote? world
production of ell primery producte--pre subject to
lprge uncontrolleble verintions in profuntion from vesr
to year due tn flucturtions in vieldse. Bome of the
reaulting chenges in prices pre necesspry pnd desireble,
but some are excesaive. Anything vhich coculd be dcne
t0 hold price fluctumtions to m minimum would heve very
beneficipl etablilizing results becpuse Inatebility feeds
upon inetobility. One of the sallent cheracterlatics
of the functioning of the price Bvetem in the rew
metariel industries, particulerlv i*a pEriculturel
brenchea, is a tendency tn overcomoeneption with respect
to price-induced rdjustments. Bimilrritiss in cost,
hablt, informntion pnd ptiltude of numerous emall
oroducers tend to result in theilr acting together in
expanaion or contrrotion. The metion of amch individuasl
preducer tekes plece lergelv without allowsnce for the
gimultanesus resnoness belng mede to the Apme price
forces by other producers.

Furthermora, the cvolice? forces rot uvon orimery
producte with grent severity, The influsnce of the

business

*The pace T ; Renort of
tha naiasntton on ! onnniiﬂbnurn:ninnu. iprt I (dansave,

League of Mations, 1943), op ©23-924,
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business ocvele wee responsible for p lerge nert of the extreme
instability in prices indicrted by the above quotation.
Primary products sre firast to feel the effects of grthering
deflationery or inflationrry forces., In a denresslion their
prices ferll faster and farther then prices of intermediste
and finished products. Thie 1 neArtlvy due to s sharper
decrerse in demend. Bome feel the effect of the heavier
decline which tekes plece in sctivity In the cenital goods
industriee than in the consumer goods industries. The
defletionary effects of the tendency of processcrs snd treders
to use up accumulated stocks during a period of falling
prices pnd to defer purcheses of raw materlsls in enticinetion
of even lower prices fell with full welght uvon primery
producers. In preoticelly sll cesBes the dlstnnce of primsry
producte from the fine' consumer mepne thet p lerge vert of
the reteil price ies mede uo of merketing, trensportetion,
and menufacturing costa which tend to be rigid or to chrnge
very slowly. Consequently any drop in consumer incomes and
ragulting decline in demsnd at retall tends to be fully
reflected to primerv oroducers, which merns a much grester
proportionerte reduction in prices to profucers than in
pricee preld by consumers. Batween 1929 sand 1932 the cost of
living in moet infustrisl countries decrersed bv from 10 to
26 percent while nversge world orices of rReven vrimery
products (cotton, whent, tin, augsr, rubber, ten, and silk)
decressed pround 6N percent in terms of Anllars, ~nd by more
then 40 percent in terme of vnound sterling. In the United
S8tates, between 1979 and 1932, wholesple prices of 40 besic
commofiities decrensed by 47 percent, the BR.L.8. index of
genersl prlces at wholesale by 32 percent, and the B.L.8,
index of the cost of living by 20 percent. In the United
Kingdom the decline in the index numbers of nrices of 40
basic commodities, geners) nrices at wholeerale and the cost
of 1living wpe 31, %25, end 12 percent, resvectively.®

In the fece of Arssticelly reduced demend, the produc-
tion of primerr productas chnnges but 1little. The League
of Netions index of worlA profuction of primarv commodities
(1929 = 100) was 99 in 1930, 96 in 1931, and 92 in 1932,
The 1limited decrerse in outnut which AiA peccur wes almost

entirely
®For pdditional date end explenption of the ebove indices
see Annual Supnlements tn Survev of Current Business, :
United Btates Depertment of Commerce; "World Prices and the
Buillding Industry" by Werren anf Pesrson; the verious reporte
of the League of Nations entitled "Jorl® Production snd
Prices"; reports of the United Btptes Bureeru of Labor
Etgtiatial. pnd the British Boerrd of Trrde and Ministry of .
abor,
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antirely dus to refuced production of nonegriculturel nrimery
producte. The output of egriculturel goode w¥ea 1N1 in 1930,
100 in 1931, end 99 in 1932, VYWerl® menufeoturing production

{exoluding 11,8.8.R.), on the other hand, in 1932 wee 64 per-

cent of the 1929 laval, the index for ccnsumntion goode belng
B0, and for canital goods 43.%

The viclent ewinge in prices of primerv nroducts hnrve
head dlepstrous consequences not only for the vroducers Airsctly
concerned but for the sconomlo svstem ps r whole. Sharply
frlling prices have "meant that fermers in meny srreas ware
unable to purcheree oclothes or boots, wera uneble tn send
their children to school for lack of them, were unable to
obtein food othear then thet produced on the farm; that debte
were unpald and benkes forcaed tn olose their Acors on their
denosltore; that savinge large end small were lost; and the
plight of the peld lebourer on the farm or in the mine wes
often such p8 to mpke thea ilncomeless farmer peem fortunete, s

Bince deflstionnrv tendencies pnpesr firat in the mer-
kets for primarvy mrofucte, mnd since orices of rew meterisls
decline most meveralv in Aeoresslon, mepaures to sliminete
excasaive price variestions would hrve most beneficlal affects
upen producers., In additlon, any meintensnce of the buying
pover of primery profucers "ould tend to mpintein thelr
effactive Aempnd for manufpetured goods and hence “vould con-
tribute tn sverting s further deseline in the dempnAd of the
induatris’ sector of the *orld soonomy for primery onroducts.
""nile the preaceding Alescursion hes been meinlv in terme of
price declines, it im mleo true, of sourse, thet arxceamive
price increrses for primery nrofucts should be awvolided,
These coour under s Aet of clrcumetepnoee which rre the
reverse of those outlined phove and their eliminetion would
eontribute to the reducing of axcessive prioce declines pnd
vice varea.

The unfavoreble direct effects ernd indirect recercuselcons
of the extremaly violent fluctustions in prigss of primsry

[+]
#*For additionpl Aate pnd exnlanstion of the shove indices
gee Annuel Bumnlements to Survey of Current Jusiness, United
States Btgnrtmdnt of Commerce; "Yorld Prices pnd the Bullding
Industry " by Warren and Pemprson; the verlous renorts of the
Lergue of Hatione entitled '"Worl? Production snd Prices™;
reporte of the United States Bursaru of Lebor SBtetiatics,
and the British Borrd of Treada pnd Miniatry of Labor,

®%0p.elt. Irensition from Mer to Pepgs Zgonomy.
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gomrodities are not inconmistent with the fepot thet orice
chAnges pre necegspry to economic eguilibrium end the general
social interest. Thie ia trues not only of chenges psAociated
vith times of harvest, high and low vields, snd seculser
influences, but also of some price veriptions epascolmtad

with the trede cycle, Prices mey become too hlgh or too

low relative to efficiency. This is partioulsrly true of

raw meteriale. Thet 18, prices may be out of line with the
coata of profuction, ooste and profit margine of manufacturers
and middlemen, end the »ante and buying nover of ultimate
conAumers. 'hen suoh s situatlion existe, interferences should
not be pleced in the wav of desirable price adjustmenta.

Thies distinction between desirsblas end undesirsble price
changes, how to pearmit and facilitate the one and prevent or
arrest thes other, woul® ba the problem to be deslt with in
buffer-stock oparations, Success could not be achiasved
through the poplication of mechpnlcer) or rule-of-thumb methoda,
On tha contrary, the technique of price operstions would
heve to ba besed upon the widest nossible knowledge of
economic procasrpes A & “hole, the most complete underatend-
ing poepepible of the burinesm ovole and p thoroush scqueintanoe
with the profuctlon, prices, consumn*ion, etocks, and releted
gerirge in pll thelr interrelstions for individusl commoditiea.
Thir comprehenslve knowledge and rotion bpsed thereon would
be rbsolutelv essentinl in order to gilve the flexibility
+hieh +puld have to chrpracterize price volliey if bhuffer-=atock
pnarntions are not to bresk down and in thes prooess orobably

produca worse meledjustments then they ware designed to correct.

Ihs Focl of Buffer-Stock Operations

Since price verintlons mey be the reault of factors
which pre weprv Alffarent in their nrture, vhat shoul® be the
mrin fooue of buffer atocke poliey? Bhould 1t he concerned
primarilv +ith pdjustmentsa to secular forces, vwith amoothing
out shert=time fluotuntions in prices resulting from
speculetive influesnces or good snd bad cropa, or should the
pain sttention be given to oyolical flucturtions? The broad
angwar would seem to be thet in the rRoeclr) intereat, m
buffer-stock authority must interest 1tself in rll imnortant
veriptions 8nd prices, vwhataver thelr underlying cause, And
be prepared to deal with them within the 1imits of its powers.
Thet is, st pnv glven time And *ith resnect to any veartiocular
oommodity, the buffer-stock authority in deciding vhether
prices wers normel or ware axcessively high or low would need
to appraise csrafullv the complex of seculrr, ovellerl,
sepgonal, end unueusl fmotors rffecting pricer et that
particuler time, However, cyclice) fluoctumtions bulk so
large in the complex of price chengea thet p buffer-stock

puthority,
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euthority, whore chief ohjective by definition is stebiliza-
tion, would of neceselty heve to devote nrimerv pttention to
such fluctuations. A dilsougerion nof rome ranects of buffer-
stock price noliey in reletion to oyclicel, short-time, and
seculrr nrice forces follova.

Eitigation of Inflationsry pnd Deflptionarv Tendencles

A wigely conceived and vigorouslv pdministered progrem
to reduce cvclicesl swings in commodity prices could meke &
substantis) contribution te world economic etabllitv and
progresg and this senect of a buffer-etock progrem conteins
the greatest nossibilities,

The beginning might be on s modest scale with onerations
designed primerilv to cushion the impact of the uvs and dovna
of the trade cyole on scme perticulesr commodities. Perhsns
operatione ehould commence with one or a few imnortent
commoditiee *hich sare best rdepted tn storege, for which
economic informetion 18 the mnet complete, for which the
cutleck ief most clearly defined, snd which sre in position
to benefit to & high “egree from steabilizmtion onerstions.

In the course of time 1t shoul” be nossible tn extend overa=
tiona to p wider and wider renge of orimerv produects and to
look tn pn inerepsing degree unon buffer-stock pctivities

re p mapns of mitierting cvellcal evinge in commodity
oricesa pnd economic pcotivity An general.

"ether the initis? omerstions vere designad orimerily
to mitigate the effect of the cycle on & perticuler commodity
or were s nert of p comorehensive nrogrem to control the
trade evele nrobably would heve ern importent besring in most
ceges on the line of demeroption betweaen desirrble mnd
excessive price pdjustments., In the former eltuationthe
ronge of price fluctuptions to be expected, snd consicdered
#8 neceasary, probablv would be grester then in the letter
crBa, Thet 18, in the firat ceae the price of » pertioulesr
commoditv would necaaeprilv heve to bend considerebly before
cvalicel pressures, pnd, therefore, ourcheses rnd snles
might hrve to be directed chiefly tovwerd the setting of
floors an® cellinge for nricea. The snecir) Atudy mrde
of buffer-stock opneretionm as they might heve been erpnlied
to cotton in the period 1926-40 shows thet under the condi-
tiona which actuelly nreveiled onlv verr limited smoothing
gneretiona would heve been noseible without aignifieantly
inereasing oroduction, reducing consumntion, end pdding
materisrlly to the carrv-over. On the other hend, if buffer-
stook oaerntions on a broerd mcale and other countercyclicel
mepguras were being sannlied, the force of the oyole upon
the srrticuler commodity would be reduced and smsller nrice
cehenges *ould be sufficient to repdjust it to 1ts orover

noeition




poslition in the price aystem.

Regerdless, howaver, of whethar onerptions were confined
to p fav commoditiers and desilgned primerily to henefit
producers epnd conrumars of these, or ¥ere intended to nley
rn lmmortant pert in tha amoothing out of the trade ovols
a8 p *hole, certeain princinles of price melioy would be
commen to both. The checking of feflntionrry and inflatlonary
orica movementa would require » plenned progrem cof onerationa
for p few yeprs sahapd which would look towerd pocumuleting
no mnre stocks An p defleationery pheam of the ovola then
eould be diaposed of in the infleationarr phease. In large
pert this ia snother way of ssying thert ooerptions must not
be run counter to eeculer foroces, Buving ageinst p deafla-
tionerry movement should cease whenever it sppeared that there
was danger of curtellling consumotion to A aignifiemnt extent,
and plec when it e-pepred thrt there wrs pufficient etrength
in the free market to check an excesmive Aecline in prices.
After the turn in the denreasion, when it sroperred that
purchrees ars no longer required to stebllize the markat,

a plen for dilsposel of the pocumulerted stooks should be
gnnounced. The sples plan for p perlod of recovery or a
periof chearpoterized by inflaticonery tendencies ghould be
construoted with due regerd to the length of the perlod over
*high the Asles mpv be distributed so pe to dilepose of the
pooumuleted Atocks in pdvence of the development of mnother
period of feclining pricea. The lergest digtribution, eof
course, shoul” be mpde 1n the vesrs of atrongest ourchesing
powery both for the apke of errning orofite or of reducing
logees to the minimum, end for the epake of reducing the
ewinge in priges that pre ocustomerrily ewmerienced hetreen the
btottom and the tep of the ovole,

The rasults of the hynotheticp) nrogren snnlied to cotton
batwaen 1925 pnd 1940 i11luatrete the Aengers of using a gunsi-
mechanical gulde to m=ice noliey *hich would allow for insuf-
ficient edjustment tn ever chenging eoonomic confitiona.
Cenaiferpble Aecrerses in consumntion, increesses in nrodfuc=
tion, and extramely burdenrome etocke resulted when nur-
ehrees pnd sales vera haged unon the degres of Aenarture of
gurrent priceas from the moving rvarage of pricea Auring the

recading 10 monthe., Tven after the fornules was modifiled

¥ e Bllowpnpoa for other fectors, including the leval of
current conesumntion snd stocke in relestion te normel, pur-
cherges pn? pales ware not distributed in suck A »ay RE to
achieve mrximum stebilizing influsncer At minimum costa.
Operations with resnsct tn p commodity shou'’ be made in the
1ight of supnly epnd Pemand conditione a yesr or mora shand
rether then be controlled autometicelly br trenda during the
prat period Aa modified by the immedistea sltuntion.

The
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The long-time trend in the price of » commoAity vhether
due to demand and supnly conditions peculler tn it or to the
movement of the general price level w111 influence to an
important degree the opportunity to belance the cort of
purcheses and carrying charges with nroceeds from ssles.

In a period in which the long-time trend of orices 1s downward,
en thet the cvelical advences do not bring the general price
level hagk to the level ¢of the high point of the nrevious
eycle, the oneretions for most commodities are likely to

sho* a loww, even in the frce of the best nossible menergement.
This  *muld have cheracterized ocperations in moet commodities
during the inter-war perliod., But the losses can be minimized
by good management. Operations simultenecusly carried on
with referesnce to seversl dAifferent commodities will tend

not only to lessen the swings for emch, but may even provide
some insurence through balesncing losses on some commeditlies
with gains from others, In any case in which the seculer”
trend of the vrice of the particulsr commodity is downward,
stocke are likely to accumulate, snd other meagures will he
required to minimize them. (See section dilscuesing long-
time or seculsr forces,) This wee the cpge with reepect to
cotton in the veprs 1926-4N, Buffer-stock onerations could
heve reduced fluctustione in prices and incomes of nroducers.
But the stocks authority would have hed to adjust prices
gcontinuslly in s renere) dovmwerd direction and losses would
heve been susteined under the best of manesgenment. These
losees, hovever, could heve been minimized by sn intelligent
pttack upon the forces which mrde for the deevening and pro-
longing of the world denression and by pnprovriate national
and internstions” mepsuree tn reduce cotton Furnluses. The
reverse ‘g true with an upwerd trend. Profits mey be
reslized from »oldingse, end stocke mey be s0ld out freaquently
because of short crops or increepsing demend.

Buffer stocks cen be exnected to meke p orogressively
greater contribution to reducing economic flucturtions in
genersl a8 such mepsuras are extended to s wider renge of
commodities. The extent to which evelice? verietions would
be mitireted would wvary, devending unon whether the number
of cnmmodities involved vas lerge or amall, but the genersl
neture of the process by which 1t 1s envissged thet the
countercvelical effects would be achieved would be the same.
In the descending phese of the cyele the buffer-stock
asuthority would buv commodities in such amounte e8 to pravent
the nrice to profducers from felling e8 repidl” end sme far as
othervise *ould be the cese, "hia would prevent oroducers!'
incomes from falling, or et lepat *ould nrevent them from
falling r8 faet and p8 far ps would be the opse in the
absence of buffer-stock onermtiona. Hence, voroducers would
be better srble to eontinue to buy the vroducts of othar

parte
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parte of the soonomy. Theas other industries in turn would
be under less pressures to curtell emnloyment and peymente to
their feretors of production. As p result, purcheeing power
for all commeodities; inecluding thoere for vhich the nrice

vps belng supported, would ba better meinteined., Furthermore,
since procergors and meanufacturers could be certein thet

the prices of thelr rew mpterinsl were not polng to decline
shprply they *wuld not heve the spme incentive to uee up
existing inventories end buy on A hend=to-mouth beeils ps 18
upuprtly the case in deflstionary pericde. A8 s result of
theas processeer, the deflertionerv spire? would ha prrested

and the *hole esconomy meintained on » Righer level of activity
than otherwipe would be the ceee. It 18 nrohebla thet thess
indirect consequences of mreventing or errresting the decline
in the purcheaing pover of primery oroducers would he more
impertant than the diresct effect of teXxing commodity surpluses
off the merket. It cennot be nesumed, of course, that
buffer-atock onarations for one or a few commodities or

even for a wlde range of Ateple atorsble nroducte *+ould

alone be able to rehieve roonomic steabllity. But they

could effectivelr sunnlement other counterdeflestionery
mapsures thrt would plec presumesbly he put into operstion.

In the inflationery or sxpending phere of the oyole
the affect of buffer-stock cnersrtions »ould be the reverase
of thet in the deflationerv phrea., Af prices rose stocks
would be ralemaed into commerclel chennels. This would
dpmpen dovn the rising prices and incomes to nprodfucers,
and would tend to pravent the overextenaion of productive
frollities, Middlemen and procescore would he largely free
from the incentive tn scoumuletes lrrge inventorles in mnti=-
cipation of higher prices, and consumars +ould be sssured
continued pdeguste supnlies at repsonsble prices with
resulting fevorrble affects on competitlon with aubstitutes
and on consumntion pnd expenditure natterns in general.

Some Aoubt might be sntertained s to the nosaibility
of moderating the business cyole through » program vhich
might be expected to sffeot directlv commodlties represent-
ing only » fraction of the totsl velue of world trade.
Howaver, in order to affect the whole range of oprimery

| products 1t would be neither necessary nor desireble for
operntions to be conducted for every single brelc commodity.
Bacause of complementary, supplementary and commetltive

| relertionshine betveen commofities with respect both to

their celle upon the fectore of nroduction snd their use

ar produners and consumers goods, operntlons 1n the mejor

produnts would tend to Awing nrioss and incomes for many

other commodities. For inatrnce, bhuffer-atock mctivities

in vhent, corn, end rice, and verhepe rye, probebly would

exart
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exert a sufficient effect upon the structure of world grain
prices without underteking the additional expense and
administretive hurden of operating in barley, ocate and

Erain sorghums and millets.® Furthermore, as has been
emphaslized above, any tendency to meintain incomes with

reapect to the important primerv rew materials would have
far-resching repercussion upon the demand for other raw
materipls and manufactured goode. Buch benefits might extend
to trede poliecy. Importing countries would have lese incentive
to ralse import barriers to protect domestic producers, while
exporters of ravw materisls would be unfer less ovressura to
curtall imports of industriasl nroducte snd force exvorts

es means of correcting s disequilihrium in the bhalence of i
payments,

Excesaive Short-Term Price Movemente

Excessive short-term fluctuations in prices mey be due
tn merked chenges in either gupnlies or merket conditions.
There are two typee of movements to be coneidered: (1)
random deviations from the annusl seasonsl movements, and
(2) deviations from the annual aversge responsee to chenges
in eize of crop or verlations in totel supplies. In con-
sldering vhat 1s excessive 1t must be recegnized that the
orderly movement of sumplies requires seasonsl ad)ustments
sufficient to cover the charges involved in cerrying snd
distributing supnlies through the merketing season. 1In
the cepae of some commodities heving producing srees widely
distrihbuted in the world, the internationsl searcnel bprice
movemente sre normellv verv moderate, But in the several
producing aress, prices may deoline rether shesrply with the .
harvesting of the new croovs, “hen the price adjustments |
to the merketing of a new crop are greater than required
for the existing supplv conditions, or when orices advance
within the geason more ranidlv then supnly conditione seem
to warrent, buffer-stock operstions mey be justified. Al-
though it 18 doubtful whether extansive buffer-stock opera-
tions would be either necesssry or sporopriste in

T —

connection

* Needless to say, operations in major commodities with
minor competitora exoluded should alveve proceed with due
regrrd for the affects of chenges in the nroduction end
consumotion of sue minor nroducte unmon merket outlete for
the commodities sublect to buffer-atock overaticns.




-]l

connection with most cpees of extensive intresesmronal price
changes, the nesd would occesionslly erise.®* For instence,
the bumper cron of cotton in 1928 crused p sghprner decllne
in the firet few monthe of the merketing yesr than waa
warrented by the demend and supnly outlock or by costr of
storsge. Pricee recovered leste in the sesgon but by that
time fermere hed 8¢ld thelr cotton. The excessive decline
of 2 to 3 cente in cotton prices during the months of
hepviest mrrketing cost producers millions of dollers. If
a buffer-stock authority hed begun to purchese cotton #%t an
pnnounced vrice in the summer of 1926, privete traders would
heve bought more freely and the suthority orobably would
heve rctunlly hed to buy very 11ttle cotton.

8ince the snnual variestions in production of most farm
nroducte are greater than the veriatione in consumntien,
prices ere likely to fluctuste annuelly more than nroduction,
Some degree of fluctuation is economically Justifinrble,
hen producers have high ylelds they can afford to merket
their products at lower prices per unit, and consumers
mry be encouraged to use more of the nreduct currently
and thus svoid an excesslve mcoumulation of stocks. It is
desireble, hovever, thest some Atocks of durable commoditiens
be acocumulated in vesrs of lerge cropsé, to be distributed
in years of emall crops. This i commonly recognized by
the trede, and ere m rule, with normel merket conditions,
the price sdjustments are such ss to result in some lncrease
in consumption--but not e8 much ee the incresmse in the crop.
Consequently stonks are built un from lerge crop yesrs, to
be conesumed in the short crop yeers. FHowever, in the case
of some commoditier pnd under certain conditions, the snnusl
price movements sgs8oclisted with vrristions in sire of crop
are greater than necessary to distribute the supnliee in
pccordence with consumntion needs end carrying cherges,
The sharp decline in cotton prices in 1926 has been mentioned
pbove pe sn 11lustration of an excessive intrasessonal nrice
ghenge. It might also he coneldered to be an excessive
intersenssonsal movement eince the pverage nrice for the seasson
as p vhole *w8 lower than warranted by demend mnd sunoly
conditione., Buffer-stock opnerations mey be used to eliminete
such excaessive price changes.

I

# In cpae of on nrrea or ereré in which such sersonsl orice
movements seem to be gresrter then should be required, pnd
the renson enpears to be the lerok of nroper fecilities for
handling new crops, Aid should he in ths form of essiptence
and direction in the develovment of more adeguate marketing
froillities rather than the avplication of the ordinary
huffer-stock oneratlions.

]
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In determining the extent to which the srnnua?l price
movements pesocirted with the hrrvesting of » lerge cron or
p short cron pre excegaive, due pllovrnce must be mrde for
the nermal reletionshin of merket prices to the totel volume
of suonlies rvpileble for the current sersson, the normel
consumntion requirements, and the nroherhble pcoumulestion of
getocks et the and of the semrson in reletion to 2 normel or
expected production in succeeding meersons. To evold the
excessive accumuletion of stocks in veriods when buying
pover is annroximately normel, purchrsee from the lerge
erope should be disncsed of in the yeers of pverrge or less
then avernge asize crons immedirtely following the lerge crops.

If excessive short-term ovrice movements rre due to
whpt 18 obviouely a temnorery devresgion or short-lived
spurt in demsnd, the appropriste cperstions by the stocks
puthority may be similar to those in case of varistions in
yields, But the carrying of surplus stocks from lerge crops
into a deflaticnary period and thus contributing to the
difficulties of desling with such movements must be pvolded.
In an inflationery period, on the other hand, scoumulated
stocks may be dlsposed of in advance of the grertest need
for them unless sales are distributed very carefully. Pur-
cheses, holdings, and ssles should be plenned at all times
with due regard to effecte upon the supoly avrilsble for
consumption and stocks, as well se with reference to price
movements .

Long-Time or Seoulrr Price Changes

The genersl interest requires thet the most efficlent
use be mede of the resources epvellrble for the production of
verioue commodities epnd thet prices be meinteined r8 nearly
#8 posalble in line with = long-run free nmerket eguilibrium
of sup 1y end demand cnnditiona. Consequently, 1t would
not onlv he imposeible but plen undesireble for » huffer-
etock sputhority operating elone to maintsin the price of a
commodity over » long perio? of time st a higher or lower
level than the bepaic conditions of demend end sunmnly would
Justify. Such operntione obviously should he conducted,
therefore, within the fremeworlk of these hasie conditlons.
The stocks suthority mev conclude in the light of the outlook
with respect to generpl pricee end the enacle) factors
pffecting the demrnd fer snd supplv ef » narticulsr commodity
that the price for severs] yesrs in the future will he sbout
strtionery, graduelly rieing, or declining. The farther
into the future price trends are pradicted, the less porurete
such predictions are, but the concent of the trend nrice
would be fundamental to buffer-stock oversrtions and the
suthority would hsve to be cnntinueslly concerned with 1ts
revieion pnd reprojection.

The
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The secular trend in prices is of peculiar imnortance
in ennnection with commodities in a chronie surolus position.
Cotton, coffee, sugsr, tin, rubber, and verious other ori-
mary commodlties were in chronle surplus before the present
wer, In the post-wer paricd, Aifficult situstions are apt
to prevell not only for these typleoelly surplus commodities
but aleo for other commodities which were not in surplus
in esrlier yeers but whose production snd consumption heve
been distorted during the war., Under such conditions, the
besic price reguired to move a surplus into consumntion may
be an low s8 to orepte economic distress,

This 18 p commofity problem of » more basie chermoter,
the solution of which necessarily runs in terms of funda-
mental spdjustmentas in the supnlies oroduced or effeotive
steps to foster inorepsed consumption. It cennot be met
by buffer-stock operstions, But there would be the same
benefite to be derived from buffer atooks regerdless of
vhather the commodity vae in a chronise surplus nosition.
Buffer stocks would still be snproprirte to eliminste
excesplve price verietions in the commodity, thus emcothing
out fluctustions in pricer, incnmes, production and consump-
tion, snd exerting desirsable countercvelics! influences.
Howaver, great osre would need to be exercised in ooerating
buffer stocks for tyolecally surnlus commodities. Since
preoducers would be in distress, the atocks puthority oould
expect to be undfer hepvy pressure to maintein prices At A
higher level then basic demand eand supply conditiona “ar-
ranted. If this ocourred production would be encouraged,
consumption dlscoursged ernd the incentive to shift factors
of production to other induetries would be reduced. BSue-
cessful operations over an extended pericd not only would
require couragecus pction on price poleiy but plro mepsures
to reorient production and/or expand consumption.

%i&n Zerious Commodities ould Present Different

It ir seoerpely poesible to overempharirze the Alverslity
of the epnditions with which a buffer-stock suthority would
have to cope in oonnection with the Adiffarent commodities.
Intra snd interesemsonesl price chenges varv greeptly between
cornroditier, The verioue producte sre pffected Aiffersntly
a8 to timing end amnlitude of chenge by the buriness oveole.
For some the long time trend in demend pnd consumptlon is
upvard. Others sre feeling to en inoressing Aegree the
compatition of mubstitutes. For aoma, oorts of nroduction
ere decrersing, for others inoremsing., Trede barriera sre
very important for p wide renge of products, for others very
much less important.

The
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The matter of etabilizing prices mnd incomea to producers
of foodatuffs will present distinctly differant problems
than will atebllizing operationa for industrlial rew materials.
In the oceraas of foodetuffe, nroduction mnd oconaumption con-
tinue without great variations through s cyclical depression,
vherers both the production snd the consumption of nen-
agriculturel industrie) rew materlsle mre greatly reduced.
In the cese of foodetuffe the éyolical epdjustments ara taken
primerily in prices, but in the csee of raw meteriale of
industry, adjustmente are reflected in marked chenges 1in
production, consumption, orices and employment. The varia-
tions in production and consumntion of nonegricultural raw
mpterieals, of course, pre due primerily to the fact that
their use cen be deferred for p considersble period end the
oroduction of them is subjeot to order. Industrial raw
materisles of mgricultursl origin such as cotton mnd rubber
tend to aterd somewhere in between nonmgricultural raw
materials end foodstuffe with resmect to their behevior dure
ing depression. Their oroduction teénds to continue, but
consumntion and prices deocline meverely.

It is obvious thet producte whose consumntion declines
greatly during a depression present a more eerious nroblem
for counteroyvolical onerntions than dn foodstuffs. For
such commodities, Btebilizing prices snd tepking whet oroducers
offer probablv would mean thet in a business denression a
large part of production would be for sele to the buffer-
stock authority. In order to rvold the guick accumulation
of lerge stocks with a resulting tie-up of funde for s lONE
period of time, the suoport prices of the stocke authority
should be at very conservetive levels, should give full
reight to seculsr factors, and the industry should under-
stend thet production for sale to the etocks suthority would
mean lower prices snd less production in the ensuing pros-
perity period, For such products, buffer-stock onerations
would he more successful in the degree to which they were
combined with other countercyclicel mersures.

Buffer-Stocks sand National Zconomic Policles

*hile 1t is hoped thet buffer-stock onerestions would
be assoclmted with end would encoursge freer trade and
ineraased econsmic interdependence end goedwill emong netlons,
1t would no* be necessarv for a1l countries to ebendon
thelr ovn policies of nroduction control and orice sunport.
For instance, i+ ir poseihle that the United Btates will
desire to continue tn supnort orices of besic commoditles
in the United States erbove the world price level and it
mev be necessery, in order to rvold the acoumuleticn of sur-
pluses, to exnort some of these pgriculturel commodities

through
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through the use of export bountiee or othear forme of two-
price arrangementa. nder these circumatances 1t would be
neceassry for p country such mé the United States to enter
intn an mgreement with other interested countries which
would provide for a definite commitment r8 to the elze and
ecope of netionelistic progreme for scme pericd in the
future. For instance, it would be possible for » buffer—
stock authorlty to conerste on an interneticnal moale 1f it
knew that export subsidies were to heve certaln definite
limite. Importing countries pursuing nrotectionlst policies
would have to agree to upper limits to tariff rates pnd im=
port quotas. 8o long ee the buffer-steck authority knew
vhat natlonel policles were to be 1t could pnerete within
their framework.

It dnes anpear probpble, however, thet extenalve meass-
ures of economie natlonsliem ould tand to pdA to the
difficulties of an internstionsl buffer-stock muthority,

If auch messures wers sufficiently widesoresd they might
raduce the portion of total production and consumntion

gub jeat to the influence of the buffer etoocks to esuch a
degree that the operation of tha suthority would not be
worth while, In the second plece, the more widesoreesd and
eevere the deliberete controels of neticnel governments over
A commodity, and the longer such cnntrols spre continued, the
mora difficult it is to mereure and A preise the fectors
underlying the behesvior of production, consumntion snd nricee,
Therefore, 1t 1s prohebly falr to conclude that while ocom-
plete free trede 18 in nn way eafrentie’ tn the opberation

of an internationsl buffer-stock plen, thers must be an
agreement s8 to the eXtent of nationnlistic reguletions,

end 1t is to the intereat of aucceseful buffer-stock ocpera-
tiona that mepsures of eoonomlo netlonsaliem be minimized,

Iype of Orgenization -and Amount of Funds Reguired

Maghinery for the overation of buffer etocka should be
developed as one of the inatrumente for Aepling with the
internationel trede in comnoditles nnd he mseocisted with
the internstlons) crganization heving resvonsibilities for
the development of policles snd programe releting to the
international exchange of agricultural and other raw
materipl commodities. One possible merns for mocomnlliehing
thia would be to met up a cornmoration for the specific
purpcose of depling in such commodities ms may be inoluded
in e program of internetional buffer-atosk operstlons.

The cornoretion should heve disocretion to eetablish
geprrate commodity poole and subcorporrtions to desl with
tha severel commodities, It mhould Be emmowared to lBgue

and
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and aell securities, to purchese, hold and Alsnoae of come
modities, to enter into contrepcts with individusls, cornora-
tions, and Btater with reference to purchrses, storsge,
proceseing, treneportation, and sale of commodities, to buy
and gell futures, And to issue debentures upon stocke, which
debentures would be liquidated with the sale of such stocks.

The Commodity Credit Corporstion of the United Btates
hes shown how a lerge volume of commodity busineas can be
financed, The CCC probably could be rather resdily trens-
formed into msn internntione) organization to buy and sell and
mrke loans upon commodities. It ie now engaged in such
operatione in many ccuntries as A war mersure and 1t hes
hendled lerge volumes of business.

The amount of funds necessary to carry on an interna-
tione! buffer-stock program will vary with several conditlionst
[1} With the number of commodities included in the nrograms,

2) with the extent to which it is intended to boleter
cyclical declines 8 well a8 to moderate short-time fluctua-
tions, (3) with the share of weight it is to carry in the
?enerﬂl program of controls of cyelical fluctustions, snd

4) with the degree. of sconomic uncerteinty which exlste at
the time pt which 1t operates and the smplitude of price
fluctuations in resconse to the usual merket forces.

The short-run elastiecity of supply of moet commodlitiea
at eny price sbove that which would be fixed by normel mar-
ket operations is wery high, and even if the buffer-stock
program is expected to be only & part of a comorehensive
scheme of business cyecle control, there 18 » likelihood that
a large part of the esarly program of orice control w+ill be
gerried by the buffer-stock corporation. Therefore, the
resources savaileble to the stocks puthority should be
generous, and must vary in direct prenortion to the shere
of the antideflation program 1t is to oarry.

The wolume of funds +ill depend, of course, to A cOn-
sidernble extent, on whether other controle designed to
stimulate investment, enoourage enterprise, and increaneg
consumntion on a national and internstionsl heasis are to
be nressed vigorouslv and gquickly, The Aanger of delsy 1n
the application of these other corrective mepsures muet be
cbvious, for to the axtent thrt thay sre delsyed, we will
be driven to a dependence upon defletionary correction of
economic disequilibria. It seeme imposaibla to evold the
pessimistic oconolusion thet some devendence will be pleced
on deflation, end thet, tn some indeterminete extent, the
buffer-stock fund will be called upen to regulrrize a
felling merkeat.

But
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But if there 18 tn be merely » regulerizetion of a
negeasary Asflation or 1f other measures sre to 1lag in
effectiveness, the bhuffer-atock program will Aempnd more
funds, for in such p decline there will be s much grenter
degree of uncerteinty snd much wider neturesl fluctustions
of commodity prices. Thers sprpears to be no rvoldence of
the fact thet the buffer-stock progrsm must be prepered
for Just such sn emergency ae this., In any cepse, those who
are given responsibility for the control of unnecesrary
fluotustions in raw meteriel prices mey axcussbly expregs
deep concern over (a) extent of the general price control
progren, (b) the promptness with vhich other meagures are
expected to be mpplled, (o) the rvdllability of emergency
funds for the buffer-stock program,

Bources of Funde

(1) Bome should be approoriested by legisletion. Lack-
ing a vorld government, such anproopristlion must come from
the contrroting Btates, The primary sdvantege of thls source
of funde 18 the opportunity for e continuing expression of
intereat by pll affected economic groupa. It 48 to be
expected thrt there would be some sort of cormoreation or
other orgenization finenced by subscrintion by esch vartic-
ipeting nation, nrefarablvy on the brair of nrtionel income.
There would probebly be initia’ contribution with provl-
gions for sdditione) legislertion, or, marhepse, with s nro-
vision for the issusnce of some type of dehenturasa guesrpnteed
both by the commodity collerteral snd the oredlt of the
Government.

(2) To use p security-issuing novar ss m» mathod of
freelng the corporation from the necesslty for continuous
reapplicetion for fundas would heve both en adveantege end s
disadvantrge, The pdvantege 111 lie in the graater
sutonom» of the sornoretion to carrv out the policles deelred
by ite directors, The disepdventege will 11e in the fallure
of thie method to attrrct the interest and the continuous
eriticism of the world's produceras snd conaumera.

(%) Bome of the fundés +ould coma from banks, If en
internationsl bank should be established it would be en
ppprepriaste ernurce of fundm for s buffer-stock orgeniza-
tion. The primery advantege of thies source is the feoct that
banke mpy, by much loane, expernd snd contrect the volume
of eredit in pnrtisl compensation of cycliorl chenges in
production. A second sdvantege lies in the frot that credit
exprnelon mey coernte more quickly then government sopro- 1
pristion, A third advantage is thet such oredit will aon- i
stitute an entirely new supnly of purchesing pover snd not,

1]
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as in the case of public or nrivete losns, merely » credit
tranaference.

The dissdvantages anpesr to 1lie primerily in the old
conflict between the public Aesire to svold credit defletion
and the normel bank poliev of extending credit onlv on
secured losns. Concern with this problem grows pertly from
present intimetions that the purpnse of the hank will be to
extend loans on long-term cenital development rether than
on commodities. The basic differsnce hetween » capltal
loen and a commodity loan is thet the former is secured by
potential earning power pnd the latter by the feact that the
pledged commodity is likely to be stendardized and to have
a current merket value, The conflict between the cyclicel
program of the buffer-stock cormorstion and bank policy might
be partlelly resclved by the use of the voted funds of the
corporation for margin purposes and the pecuring of bank
eredit by the pledge of the commodities themrelves.

It might be cnncluded, tentetively, thet the haesic
princinles could best be correlested by {a} a nermanent endow-
ment, raised by the issurnce of securities and gusranteed by
the member States, which would provide ground, plent,
furniture end equivment 28 well as #n insurance or under-
writing pool to serve as a mergin for operations; (h)
periodic anpropristion to employ nerseocnnel and to cover
coste of short-term merket rctivities; (c) funds for cyeclical
investments to be furnished by anpropriation, by benk bor-
rowing, and the sale of debentures, prefershly to banks,
Fineneling cyclical investmente in this menner not only would
make full use of the benke' sbility to expend credit but
would allow the develooment of s correlated etteck on de-
flrtion. The use of the corporation'se funde for mergin
purvoses, on the other hend, would endow it with some policy-
making influence of its own.

The mat+ter of providing for s proner belencing of
producer and consumer interests snd s commensurate sharing
of direct gains and lomsses presentes s meries of verticulerly
knottv problems., If operations were confined to s relatively
few producta end if such onereptions were independent of over-
head mgencles with pover to enforge the sociesl interest,
definite provisions would have to be made for recognition
of consumer interesat. However, producers might well objeot
to berring the entire brunt of losses 1f such losses were
incurred out of conelderation for consumers. On the other
hand 1t would be ALfficult under these conditions to induce
the governmente of nonproducing countriee to esppropriste
funds which vould directly benefit only producers in other

countries.



countries, If opermations were poplled to P wide renge of
corroditien and the ¥prinus nrogrema coordinected through a
punarvigory counell of some kind, the protection of ocnneumer
interast would be resdily provided for pnd the use of buffer
atocks te affect overall economie conditlons would meke 11
frarible te pllocate profits snd losaes on the hesis of
netionel production or income.

Bome Genercl Politicel Considersfiong

A buffer-atock program should heve the certainty and
gontinuity that epring from a sound politiecrl orgenization.
It should neither be gub)ect to the vhimes of various nressure
groups nor comnletely insulsted frem public epinien., Its
policy must be releted to %unurrl enncenta of the publie
interest, end yet 1t must be suffieciently sware of polliticel
forces to be mble to E:ntuut 1taelf from possible repctlonary
legislrtion epgminet t entire plan.

The vornoretion must be in A position tn carry out m
ccherent program. 'Mhile ite principal pelicles should be
gontinunlly open tn criticism, end vhile the corporation
i1tpelf must feel under the necessity for conatent public
sducation with regard to 1tm intentions sn® 1ts methods of
pneration, 1t cpnnot operate eruccessfully in en extremaly
technical fisld without coneiderrble putonomy.

In general, the orgenization must meintein a neat
belpnoe between r onneciousness of public oninlon end A
ennaciousness nf the technicpl oroblems involved in ita
gnerptions, If internetlonel buffer-stocs oneratione cen
eantribute to the chennelizing of the noliticel rnd economic
forces of the *orld into world noliey-meking bodies, they
111 serve sn additions) purnose nerheps equel in imnortence
ta their purely ecnnomic effects.

111
Bome Problems Reguiring Further Study

1. It hes nlresdy been vointed out thet this renort was
ts sonoern itself plmost entirelr with the economic posei-
bilities and limitetionsn of buffer-atock onerertions and “as
tn leave to one side the numerous noliticel oroblems which
wnuld have to be dealt with, Tn some axtent, however, the
gconomic mnd neliticel sre e intert—ined thet 1t 18
imornoticeble tn coneider one without some reference to the
other, Therefors, some mention hne been mede of the rele-
tionshin between internstional buffer-stock ooersticne rnd

netionel



-0l-

-

netionnl economic noliecies, and politicel eenects heve been
recognized in connection with the dlescussion of genersl
problems of finnnce.

Hovaver, axisting politicel reeslitlies +i11 affect not
meraly eneciel pheees of buffer-stock epetivities but +1ill
covar plmnat their entire scoobe pnd will gn to the very core
of onerptione. For instence, 1t hre been rensptedly
emnhasized that a considerrble degree of letitude will
heave to be left with the menrgement of the stooke suthority
to decide price policy in sctus’ operstion. If the buffer-
stock authority is to hprve this large messure of putonomy,
however, it will mesn that neationa)l governments will have
to be *111ling to grant large snd brord povers over pricea
recelved hy their producers to the msnegement of en inter-

nationel orgenization. Such governments will hrve to refreiln

from making their sumnort of the internestlonel opregram con-
ditionel unon the nursult of price nolicles which conform
ocloselv to the immedipte interests of their domestic oroduc=-
ing grouns. This mesns thet governments muet nelther attempt
to force the mrnpgement to meintein s higher level of nrices
for a commodity than &s Justified by basic demend and supnly
cnnditions, nor interfere with the liquidetion of ecoumulated
stocks of nerticular commedities in mocordrence with orice
strbilization objectivee. Furthermors, governments of im-
norting countries w111 need to be willing tn lesve Alrcre-
tion vith the menegement in determining the couree of nrices
of imported primery products even though this might repre-
gent some trensfer of internrtionel purchesing povwer from

the imnorting countrvy to the inhsbitants of the exnorting
countries.

Under sonditions =8 they exleted during the operied
betweer ""orld “er I end “Torld Yar II, there would have been
relatively 1ittle chernce of the shove conditions being met.
The world in the interver perind wes to a consideresble
extent charrcterized by economiec rnd politicel anarchy.
During much of the period, especie’ly in the 19%0'a, the
dtsruntion of internstionel trede, exchenge problems, snd
more or leee business deoresalon mede 1t Aifficult for
countries to adopt either nrtionel or internationsl progrems
which mrde sense from the sterndpoint of econemic well-being
of the world ra & whole. Under such conditions, geovernments
tended tn look at ecnnomic poliey from p short-run snd
nrtioneplistic point of view, If similer crnditione preveil
asfter the present war, internationsl buffer-stock opera-
tione w11l heve no better chrnece of success than will other
mepgures for internstionsl ecnnomic and nolitiecel ection.
All pronosale for such epction, hovwever, inoluding interna-
tionsl buffer-stock rotivities, nresuppose that *ave +111

be
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be found in thes nost-war neriod to provide B greater degree
of politionl security end a higher level of general busl-
ness potivity mnd trede, and thet governments, hrving failed
to find either nolitieel sescurity or economiec atabillity in
etonomio neaticnelism, will he willing to engege in more inter-
nationel cooperation then wee the ceser in the prat, The
frvorrble rffecte of the verious mepsures of economic reform,
ineluding stebllizetion of exchenges, the reduction of trede
barriers, nneitive meprsures tn reedjust nrofuction, and
buffer-stock ooerptions would tend to aid esch other mutuelly
in adoption msnd operetion.

A epreful study should be mede of thore ohraes of
puffer-stook organization end operetieon “hich wgild be moRt
direstly affected by politicsl consideratione, These
ahould inoluds enelysess of the probeble attitude of the
vorioue nertilonel governments end epaclel producer pnd con=
pumer grouna tovard orice pollcoy undar varving oireumstrnces,
lessons to he learned from orevious ettempts at internstions)
commodity control and the degres to vhich the sttitude of
the different governments might he influenced by eome of
their nrtionals heving mpecie) intereste in some commodlities
a8 producers pnd in others PR CONAUMATS,

2, Ixtenrive study nesds to be mrde of the relrtiocnship
hatween prices, production end spneumption for the different
eemmodities. This problem needs to be investigsted not
only commodity by commodity, but under different assump-
tisns as to the number of commedities to which buffer-atock
operations would be gimultrneously soplied, and the soope
of other countarcycliop) mepBures,. It 18 recognized that
holding prices for s perticuler commofity rhove the lavel
of producte which campete for the factors of production and
above the lavel of prices for commodities which ere sub-
gtitutes in consumption, will tend to incresse gunnlies
and reduce consumption. Furthermore, confrumers' incomes
ghrink during a depresrion and Aemend curves ahift with the
reault thet a given supply »ill enter into consumption
only at lowar prices than thonre whigh preveiled beafore the
deprasaion bhagan, Hovever, the alreticity of Aempnd and
supply, end the degree to whigh demnnd pnd RUpDlV oUrves
sghift under the imoret of chengea in husiness potivity,
incomng, end other frotors will very greaatly betwaen ColR-
modities snd unfer Aiffersnt conditlone, pnd theape mAtters
require cereful and extenaiva edditions? atudy.

. Btudies should be mrda of the effeet of buffer-
ntoek cmerertions in both the Aefletlonery pnd inflatlionery
phears of the oyele, upen the slze pnd Alatribution of
incomas pnd resulting affecte unon the petiern of soending,

Apving,
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aaving, and investment., It hes been pelnted out thet higher
orices due to buffer-stock potivities would nut mare money
into the hends of producers but would reduce the resl incomes
of consumera, Hovever, in en ferr es8 nev monay wag injected
inte the income stresm pnd producers tendfed to maintein their
customery expenditures, thera *ould be favorsble revercus.-
gions upon the economy in genersl, and peonle in general
+ould heve mora to spend than otherwige would be the cese,.

It is trums, hovaver, thet some groups vould benesfit more

than othere and any chenge in the Aize and Alstribution

of income, phifts demand ss hetween the various commofitles,
and influences saving and inveetment in relation to expendltures
for consumption.

4, Further resesrrch i nesded on the behevior of various
oommodities in resnonse to cycllcel forces end random
influences. This would involve mn Anelveis of the effect of
exchpnge retes, epotivity of the particulsr brenches of
industry, merketing margine, the role of speculsative buyving
and selling, the effect of unusually lov rnd high prices
for rev materiple on husiness recoverv and depression, and
related matters., An analyels should eplsc be included of the
relptionship between chenges in prices of primery products
end balence of paymente Almequilibrie, and the relation of
this situsrtion in turn to the eraction of trrde berriers,

5§, Partioulsr erttention should he given to commoditlies
which are in p chronie surnlus position., Buffer stocks can
exeroise the spme counteravelicel affectr, rnd hepve the Bane
Aapirpble influence tovard smoothing out returns to partlc-
ular oroducera s in the onee of commoditiep which are not
in gerious surplus situation, Howewer, it would be necessary
to devise specipl ssfeguards to avold contributing to long-
run dlgequilibrium, Alro, plens for buffer-stock coerstions
ghnuld be mepde with the idesp of intesrsting them with achemes
for reorienting production or exnending congumoction Ao P8
to remove the chronie surnlua nositlon. It does net pmpear
practioable to mttempt tn Arav g divifling line between com-
modities *hieh pre, snd those »hich pre not, in surnlus,

In the first plece, such p divieion would exolude s number I
of the most importent internationally trerded orimerr products

from the henefits of buffer-stock sction. Becondly, in

the aver-chenging world esconomy, commoditirs now in the

ehronic surplus category mev he replaced bv others snd inter- ° {
nationel commodlty control orgenirzations must be prensred

tn desl with Auch sltustione me they srise. !

6. Further atudy shoul? be mede of the probeble posl-
tion of the »ariocus internertionally treded primesry oroducta
in the pariod immedietely following the wrr. Buffer-stock

operntions
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eperations woirld bagin unfer a hendlcan Lf thay were startad
during a periocd +hen commodity prices wers at inflated war-
time levels. There would aleo be considersble hazard in
beginning buffer-stock operations in an initisl poat=war
defletionsrv period because of the abnormpl charsocter of
wprtime price relatlonshine pnd the ferot thet pra-ar
economic date would not reflest the profound structursl
changes in world economy which have taken plece Auring the
war, On the other hond, perhaps buffer-steck motivities could
contribute to minimiging the nature and extent of post-war
economic dimturbences. If an integrated internstionsl com-
modity program, including perhaps buffer stocks, could be

et up at the olose, or even before the cloas, of the war,
probably the unhealthy pdvance pnd subsequent collepee of
prices *thich followed 'forld "rr I gould be evanided or grestly
recfuced,

w
Summary gnd Conclusions

I. Buffer-stoc operations should pim At elimineting
axoesalve price flustustionm. Price flustusations “hich ere
gxcegnive rre those v»hioh are injuricus in thet they lesd
+*p idlsness, misdirection and *“epte of resources. Excesslve
price fluctustions are charpcteristio of primrrr Droducts
Aue to the perticuler neture of the feotors srffecting the
Aemand for and suoplv of such producta. The neture of the
price fluctuertions “hioh could be Aeplt with through buffer-
gtock emerntions end the benafites ~hich would flow from such
goarations erre pe follova:

1. If buffer atocka were applied to s wide renge
of orimery commoditles entering into internrtionel
trrde, thera would be p resulting tendenoy to mitigete
the ups snd dovne of the husiness cycle, This would
reault from the tenfency of buffer-stock purchesen
during a deflationerry nericd to meintain the incomes
of primery producers. This would react favorably
unon the demrnd for industris) profucts, end this in
turr would opearate to svert any further deoresrse in the
demends of menufsoturers sand mld®lemen for foodatuffno
rnd rav mpteriels. The net affect *ould be teo meln-
tain the *hola economio syatenm et m higher level of
potivity than other-ise *ould be the ceres, In the
infletionsr+ phege of the ovole the eale of buffer
atocke inte trede cheanels would Aamnen dovn arcasalve
price inorenses And mnke for an even flov of com-
modities to conBumera.

o
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2, Buffer-stock operations woul? tend Alrectly to
maintein the income of prodfucers of perrticulesr com=-
modities vith p corresnonding reduction in ecnnomic
hardehips of such oroducers, The fewer the number of
commodities to which buffer stocke were apnlied, the
emeller the extent of thelr general countercyclical
effects and the more nearly thelr beneflts would be
1imited to vroducere and consumers of snecific com-
modities.

5. Buffer stocks should desl wher necesspry with
exceseive price varistions due to fluctuestions in
yields and other price chenges due to random influences.
Hovever, thelr role in stabilizing the economy would
be less important in connection with such price changes
then in connection with eyelicel foroces.

II. In order to distingulsh between price chesnees which
were neceasary and desirsble and those which were excesslve,
the price policv of the stocks suthority would have to be
flexible, not rule-of-thumb, or mechenical, It would be
necessary to epdjust nrices dowvnwerd to sllow for chesnges
in the technique of oroduction, the opening of new oroduc-
ing rreps, incressed competition from substitutes, and the
1ike. 'ith respect tn cyclicel fluctumtions, buylng snd
selling woul® have tn be breed on a» planned progrem for
geverr)l vasrTe phepd, with the ider of prcoumulating no lerger
gtocks in the deflntionsrr vhese of the cvele then could he
disnored of in the infletionsry phese, In dealing with
price varistions due tn fluctueptions in vields, during
sensons of Lumper orops prices should be allowed to fall
far enough to permit lerrger gquentities of the commodity
to move into eonAaumntion chennele snd privete stocks, but
pricee should not be nrlloved to fall as » resul® of improper
anprrisnl of or inndequrte resnonse by the trede to brelc
demrnd pnd suoplv conditions,

The line of demsrcation between desirrble snd undeglir-
agble nrice chrnges, especirlly with respect to cyclieal
fluctuations, *ould verv Aepending unon *hether buffer-stock
activities were orrt of » hrord progrsm of cnuntercyclical
retion or, on the other hend, were desizned primrrilv to
=1d nerticulsr commodities. In the latter cere, the range
of price fluctustions coneridered to be necessary orohably
would be muech wider then in the former, Thrt 18, if the
generpl trade cycle continued with very 'ide swings, the
extent to vhich prices of psrticular products could be
protected from its ef”ects would be relativelv limited.

Heedless
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Needless to rRay, to Alstinpuish hetween neceasrry and
excessive price chrnges, menaciplly those connected with a
cvecle would reguire the 'idest possible knovledge of 211
ohrses of the cyele, extensive knowledge of nerticulrr com-
modities, and conaidersble wisdom snd courrge. In thie
eonnection it is aignificant to note that recent neriods
of both recesgion end e¥nension hrve been cleprly forereen
by meny economists snd stetisticipns, Of couree, thelr
exrot length rnd amplitude ps well ps mrny of thelr secondary
charprcteristice heve not been foreseaen, and this would annly,
to at ler8t some extent, to future veristions in buslness
activity., It does not follow, however, thrt economic
fluctuntions and the fectors reseponsible for them cennot
be a~prnised with sufficlent eccurrcy to permit the dreft-
ing end execution of mersures of enelioration.

III. An internetional buffer-stocl progrem should be
coordineated with other netionel end interneationsl messures
designed to moderste fluctustione in genersl business
noctivity.

IVv. Buffer-stock overetions could be anplied to com-
moditiee in n chronic surplus position, slthough some enecial
oroblemr would be involved, B8ince a chronic surplus 1ls the
result of ¢ fundsmental meladjustment between demrnd and
suoply, buffer-stock sctivities could no* correct such a
surplus situstion. Furthermore, slnce buffer-stpock suthor-
1tiee would be under perticulerly heavy pressure to mrintaln
higher pricee for surplus commodities then suonly pnd demand
gonditions werranted, onerations for such commodities
pro ablr should be combined with other nrograme to readjust
production and/or consumntion.

V. Tealing with various commodities would present
different nrobleme. Intrs and intersemsonsl price changes
very greatly between commodities, The various profucte
are affected Aifferently ms to timing and smolitude of
chenge by the business cyele, For some the long-time
trend of Aemand And consumntion is unward, For others it
18 downvard, The mat*er of strbilizing prices snd incomes
ts nroducers of fnodgtuffs will nresent distinetly dif-
ferant nroblemes then will stehilizing onersations for
industriel rew materiels.

VI. Intarnstional buffar-stock overstions would not be
dependent unon the sbolition of ell netionel nolicles of
production control snd price support. It would be necessary,
hovever, for the buffer-stock suthority to heve agreemente
with the various nationpl governmente as tn the aize and
goone of their nertioculer progrems. Once these were knowvn,

the




the stocks muthority ocould operate within their fremework;
but 1t Aoes prpepr probeble that axtensive messures of
aconomic netioneliem would sAd to the Alffiocultiee of emn
internetiona) huffer-stook suthority snd +ould reduce the
goona of 1te ooeratione. It would be to the interemt of suc-
casaful buffer-stock onearations themt mepsures aof aconomilc
netionelism be minimired, pnd internetione) mespures should
reduce the naed for natione) programe.

VII. Mpchinary for the cneration of huffer stoockes should
be masociated with the internationsl orgenization having
regnonribility for the develonment of molicles and mrograms
raleting to the internestionr) exchange of agriculturrl snd
othar rew materis) commodities. It would be momsible to
asteblish m cormoretion for the aneciflc ourpose of Aenling
in primery commodities, whish corporation should heve dia-
eretion to asteblieh meuprepte commodity poole and mubcor-
porations tn des’ with the sevarnl commodities; should be
emnowered to issue an? mell securitlias; to ourchrse, hold
and dlanose of commodlities; to enter into contracte with
infividupler, cornorations pnd Btates; to buy and nmell futures,
ané tn leeue Ffebentures, .

VIII. Buffer-stock omerptions would nresent a vroblem
of fineneing. It might be conoluded tentatively thet there
ghould be, first, s permanent endowment ramised by the
iggupnce of securities to provife plent and egquinment and
r necessary minimum of funds for oneration. econd, periodic
popropristion by governments to emp>loy personnel end to
cover coete of Bhort-tearm merket potivities; third, funds
for cyelicel inveatments should he furnished in oert by
appropristion and in pert by benk borroving snd the rale
of dsbenturas, nrefersbly to benks, Fineneine oyeliecsl
investments in thie menner not only would meke full use of
the banka' sbility to expend eredit but would pllow the
Apvalonment of r correletad ptteok on Aefletion. Th= usre
of the Uorporetion's funda for mergin ourmoAes, on the
other hrnd, would endow 1t =ith some noliey-meking influsnce
of ite own,

IX. The pronosal for internrtionsl huffer atooks should
te given mdditionsl study, Extensive snalyses should be
mede not only of th: price-mrking forces rffecting the
various commodities mnd the extent to which bufferastook
onerptions with reanect tn them +111 heve frvorrble dirasct
and indirect affects uoon esonnomle retivity in generel,
but elao of tha replities of the probeble politiesl sltum-
tion in the nost-var pericd, Partlouler attention should
be given to the nrobable spttlitude of the various netlonel

govenmante
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governzents and sneolisl producer-conaumer grouns towerd
interpstionsl price policy, weye and meana of Ascuring
niaguate consumer me well pd producer representption, end
the oroper sharing of cecats of gneretion between natlional
govarnments an® between producers And conmumars.
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November 11, 1544

Dear Mr. Secretary:

There is enclosed a copy of a letter from
the Director of the 0ffice of War Information, dated
October 4, 1944, whioh I referred to the Joint Chiefs
of 3taff for study and recommendation, The Joint
Chiefs of Staff have replied as follows:

"The Joint Chiefs of Staff belleve that,
although there is no objection from the military
g:.ni of view to the re o to Mr. Davis of

doouments requested in his letter of October
4, 1044, with appropriate seourity restrictions
a8 to their use, it is advisable for the Seoretary
of 8tate to give consideration to both the
desirability and timing of the release before
it 1s ao lished, because of the political
nature of doocuments in gquestion,"

Mr, Davis has been advised of this asotion
and the nature of this reply.

Very truly,
Frawbolom o&f. Lrvoecvelt

The Honorable
The Secretary of State

Washington, D, C.

7@4«711'« cfuu.]fim.- &&m#ﬂm/{m 2-yw)
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OFPICE OF WAR INFORMATION
: Washington

office of the Director October 4, 1044

The President
The White House

Dear Mr, President:

As I suggested in our conversation yesterday, the
0ffice of War Information could more effectively plan ‘h-
propaganda that will have to be conducted in ocoupied Germany
if we were kept more fully informed of the genaral objectives
of the ocoupation. The information you gave me in our brief
discussion will be wvery useful in the long~term plans which
we are making, but we could alsoc funotion more usefully 1f we
had more information bearing on the immediate future.

80 far we have seen nnlI @ draft directive to the
commander of our forces on control of public information in
Germany, which was submitted to us for comment. This contains
reference to two other doouments--"Unsonditional Surrender of
Germany” and "Qeneral Order No. 2." It is plain from the

brief citations of these doouments that this 0ffice could do

its job better if a very few of our top executives were familiar
with their entire content. I do not know whether éither or
both of these is identical with the directive lssued to General
Eisenhower for the "military period" of oocoupationj but that
dooument also, if it is some ing different, would be of great
value to us in plenning our operations during that peried,

Accord » 1 respectfully request that, if it seems
advisable, you direct the State Department, War Department,
and the Joint Chiefs of Staff to communicate to us any
direotives that n.gnhu- been 1ssued regarding either the
long=term or the rt-term conditions of the cocupation of
Germany; and that any proposed directives bear on informa-
tion, censorship or re-sducation during that period be submitted
to us for comment and suggestion before thelir adoption, I
believe that such metion would enable the government at large
to get more valuable service from this Office.

Very respectfully,

/8/ Elmer Davis

Elmer Davis
Director
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November 11, 19044

Dear Mr, Davig;

Reference is made to your letter of Qotober 4
in which you Tequest information as to the general ob-
Jeotives of Allied Ocoupation orf Germany in order to
plan more trrntiulr Propaganda related thereto,

Your letter Was referred to the Joint Chiefs
of Staff for study and recommendation, and their reply
is as follows;

"The Joint Chiefs Of Staff believe that
although there is no uhfntim from the -111‘1.17
point of view to the release to Mr. Davis of
the dooumentas requested in his letter of October
4, 1044, with Appropriate security restrictions
' st 88 to their use, it is advisable for the
de n '

A copy of your letter and this reply have
been forwarded the State Department.

Very tl'ul;r.
é \;-’1-4-"1.-%11..- ﬁf /tﬁ"ct-# TN S i

Ny, :luwul
Direo
0ffice of War Information
'llh’-ﬂ"hﬂ. D.s C.
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I -1].1' of course, aceept your resignatiom
tary of Btate if you want me to do so. But
Inlh{auwlll as an alternative, allow me to

t as of J‘m twentieth, which 1s the
end of our Third Term. Perhaps sentiment enters
into this suggestion a little bit, but it would
me great satisfaction if we should round out
three terms. That means two months more, and
that time I could see you from time to
and get your advice on some of the things
will come before us.

fin

PEeg 8
43

e8¢

§

may not reasain in a position of executive
administration, you will continue to help the
world with your morel guldsuece.

With my affectionate regards,

As ever yours,

The Homorable
The Becretary of State,
U. &. NHational Havy Medical Center,
Bethesda,

Maryland.



THE SECRETARY OF STATE
WASHINGTOH

Hovember 21, 1944,

My dear Mr, Frealdent:

It 1s with inexpressible disappointment
that T fina it necessary, for considerationa
of health, te retire from public servige, Ty
therefore, with utmost regret, tender herewith
my resignation as Seeretary of State,

It 15 & matter of special satiafaction
to me that throughout my almost twelve years

As the wer draws to & close there remains
8 vast ares of complex and difffeult condl tions
‘8nd problems which must bs dealt with in the
months and years immediately ahead. It is s
aupreme tragedy to me personally that I am
uneble to continue meking my full contribution
to such great internatlonsl undertakings as the
ereation of the post-war pPeece organization, the

solution

The President,
The White House,
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DCEDIATE HELEASE NOVEMBER 27, 18944

The text of lr. Hull's letter of resignation follows:
"Hovember 21, 1944

"My dear Lr. Fresident:

"It is with inexpressible dissppointment that I find it
necessary, for considerstions of health, to retire from public
service, T, therefore, with utmest regret, tender herowith my
reaignation as Secretary of State.

"It 48 & matter of specinl satisfaction to me that
throughout my almost twelve years at the Department of State,
cur parsonal relatlions have beon uniforsly and invariably agree-
able and that, by our joint efforts, many difficult tasie Erow=
ing cut of the foreign relatiens of this country before md dur-
ing this war have been brought to partisl or full completieon;
mmy great questions have been faced successfully; and many for-
ward movementa of surpessing importance to friendly relatioms
among naticns have been instituted,

"AB the wAr draws to 8 close there remains & vast area
of complex md difficult conditions and problens whish cust be
dealt with in the monthe and years immediately ahead. It is a
suprese tragedy to me personally that I am unsble te eontinne
making my full eontribution to such great international under—
takings as the creation of the post~war pesce organizatien, the
salution of the many other problesms involved in the promotion
of intornational cooperatien, and the final development of &
full md complote structure of & world order under law.

‘ "ihen I recover my strength, I shall individually be
always at your servico in every possible way.

"Sincerely yours,
SCOADELL HILLM

The President replicd as follows:
Movasber 21, 10944

Uiy dear Cordell:

"Your lotter of this aftcrmoon has hit mo bSetwoon wind
and wotor. It has bem very sad for me even to contemplate the
ending of oor close relationship during all these twolve yoars.
It is not meroly that cur personal rolations have been so uni-
forsly and invariably agreeable, or that our joint work has borne
true success in so many fislds, as it is the porsonal foeling of
not being able to lean on you for aid and intimato interchango of
thought

"This is especially truo bocause wo have come so far
drﬁmﬂrﬂmmimummlmmtihw
o your help in carrying this work through the
complex and difficult conditions whish still
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"I will, of course, ascept your resignation as Searatary
of State if you want me to do £o. But I wish you would, as an
alternative, allow ne to acoept &t am of January twentieth, which
is the end of our Third Term. Perhaps sentiment enters into this
suggestion & 1ittle bit, but it would glwe me great satdisfaction
if we should round out the thres terss, That means two months
more, and durlng that time T could go0 you from time to time and
fet your advice on soms of tho things that will come bofora us.

"Incidentally, whan the organisation of the United
Hatiene is sot up, I ghall zontinue to proy that ¥ ag tho
Father of the United Hations msy preside over its first sessien.
That has nothing to de with whother you are Secretary of State or
not &t the time, but should go to you ms the one person in all the
world who has done tho most to make this grest plan for pesce an
offective fact. In #o many different ways you have comtributsd
to frimdiy rolations among matisna that eves though you may not
remaln in 8 pesition of exseutive administration, you will con=
tinue to help the world with your moral guidance.

"With my affecticnats regards,
"hks evar yours,
"FRANKLIN D. ROOSEVELTH
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THE WHITE HOUSE

v
WASHINGTON \

December 8, 1944.

After receipt of this letter
1 went to the hospital to see Mr.
Hull and told him I would accept
his resignation immediately because
of his health and his feeling that
he should abandon the responsl-
bilities.

At the same time I talked with
him about Stettinius and urrangud
for the release of the news. &
geemed no better than he was two
weeks previously.

Fl- Di R.

——



THE SBECRETARY OF STATE
WABHINITON

Hovember 23, 1944.

Dear Mr. Presldent:

I wes deeply moved by your letter of Hovem-
per 21, end I am eternally grateful to you for
your kind solicitude sbout my health and for
your genercus refersnces to our close porsonal
and officlal relationship of the past twelve

ears. As I sald in my letter of resignaticn,

t 1s & perscnal tragedy to me that the atete
of health mekes 1t impossible for me to
cont in the public service. I shall always
cherish the ties betwsen us of friendship &nd af-
fection.

With all my hesrt I wish that I could meet
your desire that my reslignation as Secrslar
af State become effective on January 20 rather
then now, I have consulted again with my
physicisns., The speed of my recovery 1s def=
initely connected with the extent to which I
can be free from all worry and responsibillty.
¥ou cen well understand that, at & time like
thie, 1t is imposaible for me o lay ealde the
heavy responsibilities of the Secretaryship of
State so long as I remain in that office. In
fairness to the cause for which you and I have
worked so long toinﬂnr, to the coun y Lo you,
and to myself, I Teel that my resignatiocn mst
become affectlve now.

ey

The President,
The White House.
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